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		CHAPTER ONE

		

		Neoliberalism: A Wolf in Classical Liberal Clothing

		

		What is Neoliberalism? And why another book on a subject that has already been written about hundreds of times since the early 1980s? One reason is that many accounts of Neoliberalism address it mostly as the evolution of an Idea, instead of an actual historical practice. Another is the failure to clarify the different iterations of Neoliberalism as Policy, from its origins circa 1978–82 through the present Trump administration. Still another is the failure to account for the material forces driving its evolution, necessary to assess the prospects for its continuation or not.

		

		The concept has had so many interpretations—often contradictory—as to have become almost meaningless. Neoliberalism has come to mean so many things to so many different people that it has lost its effectiveness as a subject of analysis, it is argued. As one well known analysis concluded, “Imprecision would seem to characterize its use, sometimes even among those for whom the concept is central to their analysis, and its over-use is seen to have resulted in a loss of analytical value.”¹

		

		Another reason, critics argue, is that Neoliberalism is itself an ideological concept. It is mostly the creation of academics, liberal and conservative alike, intended to replace and substitute for what was formerly analysis centered on concepts of class conflict and imperialism. Neoliberalism simply replaces the latter with a “softer” more acceptable term.

		

		Yet another reason is that Neoliberalism is a flip side of domestic programs and policies of Globalization theory and its “class-less” analysis of capitalist political economy.

		

		Another line of criticism is that the analysis of Neoliberalism is too focused on abstract ideas like free markets and lacks a more fundamental explanation of the forces behind and giving rise to those ideas. Or, on the other hand, its analysis is reduced to a simple description and listing of government programs and policies—again without explaining the deeper, material forces driving those policies. Explanations of Neoliberalism are thus superficial, focusing on abstract ideas and, at best, legislated policies and missing a deeper material analysis.

		

		Notwithstanding the fundamental ambiguity of the term, Neoliberalism is generally understood to have something to do with the transformation of late 20th century capitalism, usually originating sometime in the decade of the 1970s. And that somehow this transformation has served to rejuvenate capitalism since the 1980s—albeit at the expense of the many in favor of the wealthy few. Neoliberalism thus serves as an umbrella concept aggregating the changes and the negative effects of late 20th century global capitalism as it has undergone a major transformation from the late 1970s to the present.

		

		Explanations and analyses of Neoliberalism—and thus its critique as well—fall into two general approaches.

		

		1. The evolution of an Idea or set of ideas which originate, it is argued, following World War II and eventually emerge as a cohesive set of related economic, political, and philosophical ideas sometime in the 1970s, initially in the US and UK, and then spreading globally in weaker form.

		

		2. A set of practices—i.e. the programs and policies that develop and are introduced—that also arise in that decade, and were then deepened and expanded in the 1980s-1990s, elements of which eventually spread beyond the UK and US to subsequently be adopted in Europe and other major emerging market economies.

		

		Those explaining Neoliberalism as a set of Ideas maintain that the Idea of Neoliberalism preceded and gave rise to the Practice of Neoliberalism in a kind of cause and effect. Intellectuals created the Idea(s) by adapting classic liberalism ideas to the realities of post-war capitalist economy. These clever intellectuals subsequently convinced politicians and social elites in the 1970s to implement their ideas in practice, in the form of programs and policies uniquely identifiable as “neoliberal.” Conversely, those giving predominance in analysis to the Practice of Neoliberalism argue the Idea was not causal. Clever intellectuals simply noticed the real trends and adapted their abstract ideas to it in order to make the claim they were presciently responsible for the neoliberal “turn.” But this leaves out a third possibility and explanation: namely, that the Idea of Neoliberalism—and the various sub-elements and propositions of which it is composed—arose post-hoc to the actual Practice (programs, policies, political changes, etc.) as justification for, and legitimization of, the Practice already being implemented.

		

		The two ways of explaining Neoliberalism—as Idea and as Practice—have influenced critics of Neoliberalism in turn. Critics attack Neoliberalism along the same lines: Some seek to criticize Neoliberalism from the perspective of the Idea of Neoliberalism; others to attack the Practice of Neoliberalism—i.e. its programs, policies, and their effects.

		

		But both approaches end up with only a partial critique that remains at an abstract and superficial level. A more complete understanding of Neoliberalism—as both an idea and as a set of programs and policies—is missed in virtually all the prevailing critiques of Neoliberalism to date. Neoliberalism cannot be adequately understood without a consideration of the deeper, material forces and developments that give rise to it—whether as Idea or Practice.

		

		The Missing Material Basis in Neoliberalism Analysis

		

		Both the Idea and the Practice of Neoliberalism are rooted in global capitalism’s crisis and subsequent need for restructuring that occurred in the decade of the 1970s. That’s its material basis, the explanation of which is often missing in most critical accounts of Neoliberalism. However, that particular restructuring was not unique. Capitalist restructuring has periodically occurred on several occasions during the past century: In the period immediately preceding and during World War I, from 1908–1917; in the aftermath of the second World War, 1944–53; followed by the most recent, third restructuring in response to the stagnation and crisis of global capitalism during the 1970s decade. Thus Neoliberalism is basically the term applied to the latest capitalist restructuring event, the first phase of which was roughly 1979–1986.²

		

		The programs and policies—i.e. the Practice of Neoliberalism—is about enabling the implementation of the restructuring, whereas the Idea of Neoliberalism is about justifying, legitimizing, and garnering public and political support for those programs and policies. But the deeper essence of Neoliberalism is the actual capitalist restructuring that gives rise to both the Practice as well as the Idea of Neoliberalism.

		

		What is meant by restructuring is addressed further at the end of this chapter, and again in further detail in Chapter 2 that follows. As a preliminary “working definition” at this point: restructuring refers to fundamental changes in how goods and services are produced—i.e. what’s made, where it’s made, how it’s made, as well as by whom (i.e. private sector or the government). Restructuring also refers to changes in markets and distribution—in product markets, labor markets, and what are called capital (i.e. financial) markets. And it encompasses changes in the nature of technology and money itself.

		

		As capitalism evolves, its dominant production processes, markets, technologies, and systems of money and credit change, both quantitatively and qualitatively. This change results in contradictions that slow the capitalist economy’s real economic growth while increasing its financial system’s instability. These changes occur organically and inevitably over time. Old programs and policies that worked to ensure stability and growth of the system become less effective and then fail as changes in production, markets, technologies, and systems of finance and credit result in contradictions that slow growth and foster financial instability. New programs and policies are thus required. This cycle occurs every several decades. New policies, new programs, new institutions are necessary to accommodate the material changes in the system in order to restore growth and stability once again. New ideas (or alteration of old ideas) are needed to justify the restructuring and the new programs and policies. Changes in political structures may also be required to push through the new programs and policies.³ The process of restoration and change, if successful, may take years. But the restructuring and change in practices and ideas enables the continuation of the capitalist system per se for several more decades—until once again inherent contradictions multiply and yet another restructuring is required. In the long 20th century, periodic crises and subsequent restructurings of the global capitalist economy have occurred no fewer than three times—as previously noted 1908–17, 1944–53, and 1979–86. The latest is what might be called the Neoliberal restructuring.

		

		In summary, Neoliberalism is both Practice and Idea associated with the latest capitalist restructuring that commenced circa the late 1970s, which continued to evolve (i.e. deepen and expand) up until the 2008–09 crisis. The past decade, 2009–19, has been about attempting to restore and revive capitalism post the 2008–09 crisis. Revival failed under Obama, leading to the attempt to now resurrect capitalism in a more aggressive “Neoliberalism 2.0” form under Trump. Should the current Trump restoration ultimately fail, the next crisis is almost certainly to occur in the coming decade. The subsequent restructuring, moreover, will therefore not likely be “Neoliberal” in form, but qualitatively something else.

		

		Neoliberalism as Idea

		

		It is at minimum a misnomer to encompass the conceptualizations that comprise contemporary Neoliberalism by a term that seems to indicate an evolution of Classical Liberalism, and thereby accrete some of the attraction of that earlier mode of thought. Neoliberalism in many ways, both as idea and as practice, is not “Liberal” at all.

		

		Liberalism in its classic form is a creation of 18th century European thought. Let’s therefore compare some of the more wellknown ideas of classic liberalism with the Neoliberalism idea as put forward by US and UK economists, political theorists, and philosophers from the close of the 1970s to the present as it relates to their primary principles

		

		Free Markets

		

		On the surface both Classic Liberalism and Neoliberalism appear to share the common advocacy of free markets, the corollary of which is rejection of government intervention in markets (sometimes called the “minimalist state” thesis).

		

		But Classic Liberals—such as Adam Smith, David Hume, John Locke and others—supported free markets because they were considered morally superior, advanced the development of the individual, and were more congruent with “Man’s Nature,” when compared to what were called “Mercantilist” ideas and policies that preceded classic liberalism. Under Mercantilism the monarchy and nobility allied with merchants, explorers and adventurists to create the first corporations that functioned as monopolies to exploit the new world and its resources. Mercantilism was about big corporations and monopolists. The King and nobility were given a big cut of the profits from exploitation of natural resources in the “new world,” in exchange for the granting of monopoly status to their exploitation. Mercantilism, as the dominant economic system of the 17th-18th centuries, was also opposed to minimum wages for home workers. That system made it a crime not to work. If convicted for not working, workers were sent to the “workhouse” where they were then subcontracted out to work at below subsistence wages. Mercantilism emphasized the export of home-made products, even if that created domestic shortages and caused inflation, and it advocated the minimization of imports. In other words, it sought a trade surplus. The accumulation of gold from the trade surplus was the primary objective of economic activity and trade. Wealth in gold, to be accumulated by the King, nobility, and merchant-exploiters.

		

		The Classic Liberalism of Adam Smith, David Hume and others attacked all these “non-market” and “anti-market” ideas and practice of Mercantilism. Smith argued Mercantilist ideas crushed Man’s nature to produce and buy and sell (in markets) the product of his labor. It was Man’s basic nature to “truck and barter” (buy and sell in markets), as Smith called it. Free markets set Man’s basic nature free. Markets, were thus first and foremost about morality. Smith was appalled by how big corporations under Mercantilism did all they could to destroy free markets and prevent competition. He wrote entire volumes castigating Mercantilism.⁴ He opposed the idea of trade that sought to maximize exports over imports (i.e. ensure a trade surplus). And he argued the objective of society was not the accumulation of gold or money, but the production of real goods to be sold at the lowest competitive price. That, he argued, is what would create jobs and raise incomes for all—not just for the corporate monopolists and friends.

		

		Smith’s version of Classic Liberalism would thus also be opposed to the reality of contemporary Neoliberal capitalism, which shares more in common with Mercantilism than it does with anything “Liberal” in the Smithian sense.

		

		Some of the better known developers of Neoliberal ideas include Friedrich Hayek and Ludwig von Mises in Europe, Carl Schmitt in politics who proposed to circumvent liberal democracy, and various academic philosophers of unfettered individualism, like Karl Popper, Robert Nozick, and even Ayn Rand. It was circa the late 1940s that the “Neo” transformation of Classic Liberalism began to gain traction in its transformation of classic liberalism. The shift began with the watershed meeting of what was called the “Mont Pelerin Society” convening in Geneva in 1947.⁵ The leading intellectual advocates at the gathering included Hayek, the dominant voice of “Austrian Economics” that debated head-on with Keynes; Milton Friedman, the American who would personify the “Chicago School” of economics in the US, that attacked the fundamental premises of post-war Keynesian advocacy of government intervention in the economy to ensure growth and stability; and philosophers of extreme individualism like Popper and Nozick; as well as other lesser figures among academics and pundits on the political right who picked up the Neoliberal torch initially lit by the Hayeks, Friedmans, and others, and further adapted the Neoliberal Idea to the service of American global hegemony during the 1990s.

		

		Hayek’s earlier suggestion that a dominant state must emerge from the world war to take classic liberalism to the next level, now became a more specific argument by Charles Krauthammer in 1989 for the USA in the 1990s to become the “super-sovereign” and exercise “universal dominion.” William Kristol and Robert Kagan proposed, in their 1996 essay “Toward a Reaganite Foreign Policy,” an American “benevolent global hegemony.”⁶ This of course was just old wine Imperialism poured into a new bottle of Neoliberalism.

		

		Like Classic liberalism, Neoliberalism as Idea also proclaimed its support for free markets. But it could not claim to do so because markets foster superior moral behavior or enable the development of the individual and are more in harmony with Man’s nature. Or because free markets benefit everyone, insofar as it had become overwhelmingly clear that there were few actual “free markets” under contemporary Neoliberal capitalism. Large, multinational global corporations dominate the economy and do all they can to suppress free markets and competition whenever possible, making free market capitalism a fiction. In the USA alone 20% of all businesses are corporations, and they produce 80% of all the goods and services. But they do not, per Classic Liberalism, produce goods at the lowest possible cost or provide them at the lowest possible price, given their near monopoly status. Since the rise of Neoliberalism in the 1980s, these same corporations have steadily moved tens of millions of jobs from the US to cheaper costs of production abroad. So much for the Neoliberalism Idea’s concern for the individual, as US real wages and standards of living have stagnated and declined for the tens of millions who previously made the products. The Classic Liberal vision of free markets that raised the standard of living for all does not describe 21st century capitalism in the USA. Rather, these “unfree” markets have resulted in an acceleration of income and wealth inequality instead. Contemporary global multinational corporations in today’s Neoliberal era share far more in common with the corporations of Mercantilism than they do with the vision of free market capitalist enterprises in the classic liberalism of Adam Smith and others.

		

		“Efficient Markets”

		

		Instead of advancing the moral condition of the individual, Neoliberal free market advocacy is based on the claim that markets are “more efficient” than the alternatives of government intervention or production of public goods or services. Efficiency here means production at the lowest cost for the greatest volume of output. It is stripped of any benefit to the individual or society in general, and externalizes many of its own actual costs. Neoliberalism argues the low cost of production enables the production of still more goods due to the cost savings that boost profits, which in turn enables the hiring of more workers. But the reality is prices rarely decline due to greater efficiency in production but due to inadequate demand from insufficient wage income and other economic causes. Nor do more workers get hired from the excess savings and investment. The gains from efficiency instead accrue to the corporations, their senior managers, and shareholders.

		

		Nevertheless the Idea of Neoliberalism argues that “markets are more efficient” than government. But this thesis is also proven grossly wrong time and again. How “efficient” were the “free markets” in banking and finance in the US and UK, that led to the crash of 2008–09 and the great recession? How much lost output and production did that crisis create? How efficient was it that? During the 2008–09 financial and real economic crisis

		

		•More than $4 trillion in pension values were destroyed.

		

		•Nearly 20 million workers went without jobs or income for months and years

		

		•14 million families’ mortgages were foreclosed and lost their homes

		

		•The government and central bank, the Fed, bailed out the bankers and shadow bankers that caused the crash in the first place by providing them $5 to $10 trillion in free cash and subsidized loans at near zero interest—while the rest of the Main Street economy got lost homes, lost jobs, and lost income.⁷

		

		Was all that “efficient markets”? Neoliberalism’s real theory of efficient markets amounts to: “the production of goods at lowest cost sold to consumers at highest price due to the reduction of competition.” It thus differs fundamentally from classical liberalism’s “production of goods at lowest cost providing the most goods to consumers at lowest price due to the maximization of competition.” The result is Neoliberalism maximizes profits for corporations and their shareholders at the expense of consumers and workers, whereas Classic Liberalism’s idea of efficient markets minimizes profits by sharing the benefits as much as possible with consumers. Moreover, the Neoliberal theory fails to include the economic impacts on the economy and society overall. Its “markets are efficient” idea therefore is not only incorrect but woefully inadequate. In practice, the “free market” enjoyed by bankers and investors was massively “inefficient” in the larger macroeconomic sense post-2008.

		

		Neoliberalism also supports free trade and free trade deals, like NAFTA and the scores of US bilateral free trade treaties. But it is not the free trade of Classic Liberalism. Neoliberal free trade is not really “free.” NAFTA and other US free trade deals implemented under Neoliberalism are rife with tariffs, quotas and other limits on free markets, unlike Classic Liberalism. Neoliberal free trade deals are really about guaranteeing favorable terms and conditions for US corporations’ investments in the trade partner country. These terms and conditions ensure generous repatriation of profits back to the multinational corporations’ headquarters operations in the US. (Or some other country, for tax evasion purposes). The NAFTA treaty spends more ink defining the terms and conditions of money capital flows from the US into Mexico-Canada than it does about lowering tariffs and quotas between the US and their economies. US corporations are allowed to purchase, build, relocate to, or otherwise capture the production and distribution (and thus the natural resources) in those economies, and then repatriate the wealth of Mexico-Canada resources back to the US. In other words, Neoliberal “free trade” is an ideologically-derived misnomer and has little in common with “free markets.”

		

		On Government Intervention

		

		Another “idea” associated with both Classic Liberalism and Neoliberalism is minimizing government intervention in the economy. But here once again the ideas diverge.

		

		While acknowledging Adam Smith, the “father” of classic liberalism, many libertarians and other self-defined liberals today ignore the fact that Smith was actually an advocate of government intervention—and not just for government providing for defense and public safety. Smith was not against “big government” per se. In fact, he recognized that, as a society grew and became more complex, both economically and otherwise, government would also naturally have to grow in size and complexity. And that it would require appropriate taxation to support its activities. Smith was also, as a classic liberal, a strong advocate of public works and favored the government providing public goods, since it was clear that such public works was necessary for commerce (and indeed for society itself). Markets did not always—if at all—provide a sufficient “profit” for private investors to build public works or services.⁸ Public waterworks, roads, and other utilities were often cited as goods and services that only government could provide, or at least provide at far less cost (which made government in effect a more “efficient” provider). Taxes levied by the government to pay for public works were therefore legitimate, Smith maintained. Smith especially approved of government involvement in public education. As he put it, “the education of the common people requires, perhaps, in a civilized and commercial society, the attention of the public more than that of people of some rank and fortune.”⁹ And Smith also regarded government provision of public education by means of taxation as legitimate. As he put it, “For a very small expense the public can facilitate, can encourage, and can even impose upon almost the whole body of the people, the necessity of acquiring those most essential part of education.”¹⁰

		

		In stark contrast to Smith’s Classic Liberalism, Neoliberalism attacks “big government” and the taxes that pay for it. Or at least, for certain parts of those expenditures. Taxation for military expenditures is supported without exception. Where Neoliberal policy aims at reducing government and taxes is where social programs and public works spending is involved. So Neoliberalism is only “selectively” anti-big government. It is more than willing to let government spending on public works and public goods and services to decline in the name of what it calls “austerity,” code for reduced government spending for social programs and benefits. Austerity does not apply to military spending. As for funding public education, Neoliberalism policy constantly seeks to reduce funding and therefore public education. One of the most ardent spokespersons of Neoliberalism, the economist Milton Friedman, held the view for decades that there should be no public education system at all. While Neoliberalism has not been able to eliminate public education, it has found ways to defund and reduce it at the margins. Thus Neoliberalism strongly supports the creation of charter schools. It proposes paid vouchers for home schooling to reduce the public education base, and increasingly requires families of public age children to shoulder more of the cost of public education, while reducing real government spending on education.

		

		Taxation and Jobs

		

		One of the cornerstones of Neoliberalism is that taxes on corporations, investors, and the wealthiest households should be reduced. Such tax cuts will result in more cost savings to business and investors, which will then (it is assumed) be directed into expanding investment, production, hiring more workers and raising economic output, and ultimately generating more tax revenue. Ergo, tax cuts create jobs! As Chapter 8 of this book will reveal, there is no empirical evidence of this alleged causation between business-investor tax cutting and employment and the generation of an increase in tax revenue. Sometimes referred to as “supply side” economics, the assumption that business tax cuts create jobs represents another Neoliberal view that contradicts the view of classical liberalism. In fact, Smith argues the opposite causation: namely, that raising taxes on business pressures it to introduce more cost reducing machinery, technology, and division of labor in production processes that in turn generates greater productivity, investment, jobs, output and therefore greater tax revenue. In short, business tax hikes create jobs, not business tax cuts!

		

		Deregulation and Privatization

		

		Neoliberalism is characterized by extreme deregulation of both industries and broader social protections like the environment. Beginning in 1980 broad sectors of the communications, banking and transport industries in the US were deregulated. The same thing had already occurred in the UK, as well as with previously nationalized industries like coal mining. Privatization means the complete deregulation of a formerly public corporation, as the company is sold off to private investors and thereafter run strictly as a for-profit capitalist enterprise. Deregulation in general, however, means reducing government oversight of business behavior even if it results in harmful impacts on the public and consumers. In the US by the late 1990s the further federal-level deregulation of the banking sector played a major part in facilitating the financial excesses that led to the crisis of 2008–09. Yet industry deregulation under Neoliberalism has not been totally abandoned; the four-decade trend of Neoliberalism has been to deregulate more and more.

		

		Privatization has been more pronounced in Europe, insofar as a greater degree of government-run enterprises existed there compared to in the US. But privatizations have occurred in the US as well: the sale of the former Tennessee Valley Authority (TVA) that provided electricity to regional rural areas of the US South; the sale of federal, state and local buildings and properties; the sell-off of what was formerly a public hospital system. The public education system has undergone major privatization in the form of charter schools, home schooling subsidization, financial favoritism provided to “for profit” college trade schools that bilk students of their tuition, and the spread of corporate-run “coding academies.” Privatization has also occurred in the US in the form of the widespread leasing, at minimal cost, of federal lands to lumber and mining interests which has accelerated since 1980. American-style privatization is also reflected in the US military’s subcontracting functions of military services to private contractors—a practice that would have been firmly rejected by Smith and Classical Liberalism. The growing use of professional mercenaries by the US military, and by the intelligence arms of NSA, CIA, and other agencies, thus represents a form of privatization.

		

		Classic Liberalism supports the idea of government regulation of “externalities”: i.e. market activity impacts causing direct harm or loss to an uninvolved third party or the environment, such as pollution created by industry that results in severe negative health effects on third parties, typically the public, who were uninvolved in the selling and buying of the product or service that created the pollution. Classical Liberalism supports the need for the regulation of such negative externalities. Neoliberalism may accept such regulation in theory, or to a token degree at times, but Neoliberal practice over the past four decades, and especially in recent years, reveals an intense effort to eliminate regulations designed to mitigate “externality” effects.

		

		Deficits and Public Debt

		

		Classical Liberalism argued that the process of governments running deficits and running up national debt, and then borrowing money to repay the debt, had the effect of “hindering the accumulation or acquisition of new capital”; that is, of reducing real investment and GDP. Borrowing by government was justified only in war time, since taxation alone could not fund the costs. The notion that payment of interest on debt was not a problem since it was just a transfer of funds internally from one sector to another was, according to Smith, “an apology founded altogether on the sophistry of the mercantile system.”¹¹ When excessive national debt is incurred it is never repaid and that eventually ends in government default and a debasement of the national currency.¹² National debt should therefore be permitted only in war time and debt incurred during such war periods should therefore be repaid and eliminated in peace time, per Smith.

		

		This classic liberal view should be contrasted with its Neoliberal opposite. Under Neoliberalism in both the USA and UK, national debt has chronically and incessantly accelerated since 1980. And little has been done to retire it. On the contrary, the Neoliberalism Idea supports the view that it is permitted to escalate the national debt. From barely $1 trillion in 1980, US national debt rose to $4 trillion by 2000, $10 trillion by 2008, and $22 trillion by 2019.¹³ Neoliberalism sees national debt as acceptable—so long as foreign investors, private and public alike, continue to recycle US dollars back to the US to purchase US Treasury securities that would then “finance” (pay for, or offset) the annual national budget deficits that underlie the growing national debt. This arrangement is part of the “twin deficits” system of Neoliberalism—which integrates chronic annual trade deficits with budget deficits and therefore national debt—that is explained in more detail in subsequent chapters of this book. The point here is that Neoliberalism as Idea holds a view on national or public debt that is virtually 180 degrees the opposite of classic liberalism.

		

		The Role of Money

		

		One of the deepest divergences between Classical Liberalism and Neoliberalism is over the role of money in the economy. Classical Liberalism adhered to the view that “money was neutral.” What that meant was that money could not, by itself, generate economic growth. It was neutral. An excess of money accompanying little or no further production of goods and services would only result in inflation in the prices of existing goods and services. Real economy production and growth were the consequence of real factors—an increase in the amount of land cultivated, a growth of the work force, or the adding of more fixed capital or machinery to production. The “neutrality of money” view was thus complemented by the related “classic dichotomy” proposition of classical liberalism, which maintained that in the long run the real side of the economy and real economic growth is separated (dichotomy) from prices and the money side. Economic growth was determined not by money but by quantities of factors of production like the amount of land, labor, capital stock and its productivity (i.e. quality).

		

		In stark contrast to this “neutrality” and “dichotomy” of money view, Neoliberalism places great importance upon the level of the money supply and inflation, and argues money injections into the economy are a prime determinant of real economic growth. Raising the money supply lowers interest rates, providing extra disposable cash to corporations and investors, according to Neoliberalism, which then assumes this excess cash will instantaneously be committed to investment in real goods and services, which will require more employment and in turn result in more production and economic growth. Thus the money supply drives the real economy and monetary (interest rate) policy is more critical to expanding production than is fiscal policies of tax cuts or government spending, according to the Neoliberal view. Neoliberalism is thus heavily biased toward monetary policy, whereas Classical Liberalism viewed the role of money as virtually always a consequence, and not a cause, of real economic growth.

		

		In the view of one of Neoliberalism’s greatest advocates, Milton Friedman, all that is necessary to ensure real economic growth is a policy of growing the money supply steadily and slowly at a fixed rate every year. This has been embedded in the idea of a “money growth rule,” adhered to until this day by Friedman’s intellectual epigones. Just grow the money supply and forget the rest of fiscal and monetary policy which, according to Friedman disrupt and negate the money growth rule. Recessions occur when this growth rule is abandoned.¹⁴

		

		The preceding examples are just some of the major comparisons between the Neoliberal Idea vs. the Classical Liberal idea. What is clearly evident in all the comparisons is that the major ideas of free or efficient markets, limits on government spending (aka austerity) or government intervention in the economy, deregulation and privatization, tax effects on employment, balancing government budgets, etc., show how fundamentally different the Classical Liberal idea is from the Neoliberal. Neoliberalism is not an idea that inherits very much from Classical Liberalism. And what it does inherit, it thoroughly revises and changes, as it distorts the “Liberal Idea” to continue to front the reality of late 20th century capitalism.

		

		Neoliberalism as Ideology

		

		Neoliberalism as Idea is therefore not about “Liberalism” at all, classic or otherwise. It is instead about the selective transformation of the ideas of Classic Liberalism to the service of late 20th century capitalism’s post-1970s restructuring; to the legitimization of American global hegemony and its expansion of empire as well as to justify an ever greater extraction of income from other classes and interests in the US, and the transfer of that income to capital.

		

		Nevertheless, among a wide grouping of contemporary intellectual elites Neoliberalism is still considered the inheritor of Classical Liberalism. Somehow, over the decades from the 1920s and 1930s, key foundational ideas of Classical Liberalism have been brought forward to the 1970s by clever intellectuals—a kind of “neoliberal thought collective” as it has been called—where, based often on the advice of these same clever intellectuals, their revisionist ideas were adopted by leading politicians in power—in particular starting in the UK and USA. It is argued there has been a direct line from the Mt. Pelerin Society to think tanks like Heritage Foundation, American Enterprise Institute, Hudson Institute and others on the “far right” in the USA. The starting point is that Neoliberalism represents a Classical Liberalism reformation. Insofar as it is then communicated by intellectuals (i.e. economists, political theorists, philosophers, etc.) to politicians and corporate elites who then transform the ideas into actual practice and programs, the “transmission mechanism” is purportedly the intellectuals themselves, who convince capitalist elites and their politicians to adopt their recommendations on free markets, privatizations, austerity, deregulation, and so forth.

		

		A contemporary version of this view that Ideas created by intellectuals succeed in injecting their wisdom into the minds and plans of practical politicians, ruling elites, and policy makers is, paradoxically, the journalist work of leftist Naomi Klein in the US.¹⁵ As her work has been accurately summed up by others:

		

		For Klein, political elites in the thrall of Milton Friedman and others from the Chicago School of economics … would be the key to the advance of Neoliberalism. According to Klein, neoliberalism was constructed through the ways these elites managed to seize opportunistically on natural disasters, wars and economic crises to force the dystopian neoliberal free market ideal on disoriented populations.¹⁶

		

		But this is all “Idealist” philosophy where ideas come first and causally determine the outcome of history. It contends that the Idea (of Neoliberalism), as advanced by intellectuals, is what has driven global capitalism into its late 20th century form—not that elites and politicians who exercise the real levers of economic and political power pick and choose among the useful ideas put forth by intellectuals those that legitimize and justify the transformation and the policies they’ve already decided on and are about to implement or have already done so. No, it’s the virtual power of the ideas themselves, created in the minds of the intellectuals and offered by those intellectuals to those in power, that ultimately convinces these real world actors—the capitalist elites and politicians—to adopt them. The causal relationships between Ideas and Practices are thus inverted, or reversed. And as this book will explain, inverting or reversing causal relationships among the key elements and main propositions that constitute an idea is one of the hallmarks of what is meant by Ideology and ideological manipulation.

		

		Another characteristic of Ideology is to assume correlation is the same as causation. Many critiques of Neoliberalism slip fluidly between discussing Neoliberalism as an Idea and Neoliberalism in Practice. They leave the impression when Idea and Practice examples are discussed in the same chapter, or even in the same paragraph, that the one (Idea) led logically and historically to the other (Practice).

		

		David Harvey’s A Brief History of Neoliberalism falls into that “correlation is causation” trap.¹⁷ Harvey, a Marxist, addresses correctly the crisis of economic conditions in the 1970s, unlike many other critics. However, he describes US participants in the Mt. Pelerin Society, like Milton Friedman of the Chicago School, as carrying Neoliberal ideas into the 1970s. Somehow Friedman’s Neoliberal ideas were thereafter taken up by expanding US think tanks on the right at the time, which then fed his Neoliberal ideas somehow to the staffers on Reagan’s election campaign and subsequent administration.¹⁸ Thus, the Neoliberal ideas somehow convinced Reagan to implement his version of Neoliberalism in practice. But this kind of linear sequencing, where Ideas drive the policy, is not how ideas mostly play a role in historical practice. Indeed, who should know this better than ostensibly materialist Marxists? More often the Ideas service post-hoc to legitimize and justify the practical action—i.e. to sell the program or practice to fellow elites, media, and the public. But when the Ideas and the history and practice are presented “side by side,” as in Harvey’s account, the assumption is strongly conveyed to the reader that the one determines the other.

		

		What’s missing in this is the empirical verification of the purported “transmission mechanism” that causally connects the idea with the history and practice, i.e. from the proponent to the actual program and policy creation and implementation. Only with a convincing demonstration of the transmission mechanism element might a correlation represent a causation. Only then can it be argued that Neoliberal Ideas, created by intellectuals like Hayek or Friedman in the 1970s, or subsequently by Krauthammer or Kagan, are what created the Neoliberal practices of Reagan and Thatcher in the 1980s, later to be expanded and deepened by Bill Clinton or Tony Blair in the 1990s.

		

		Neoliberalism in Historical Practice

		

		The actual, historic Practice of Neoliberalism is about the unique and particular mix of programs and policies—sometimes old and sometimes new—that has come to define Neoliberalism from the 1980s to the present. That is, the programs and policies that were required to adjust late 20th century capitalism to the de-stabilizing changes that had brought it to a period of general crisis by the decade of the 1970s. A fundamental restructuring was required to address the crisis and underlying change. That restructuring was implemented largely by means of the new programs and policies introduced from the late 1970s on, that are now defined as Neoliberal policies.

		

		On the one hand, therefore, restructuring occurs inherently in capitalism as it evolves. The system inherently changes and “restructures” itself to address its needs and challenges. Production processes, markets, credit and finance, international exchange, money itself, etc. all evolve and change. Those changes create contradictions, however, leading to a slowing of the system’s growth rate and its increasing instability, financial and otherwise. The old policies and practices fail to induce growth and ensure stability.

		

		There are two sides to restructuring, therefore. One involves inherent “natural” changes. The other involves new programs and policies that are introduced to meet them and bring the system out of crisis and back onto a recovery and growth path—albeit only for a period that is typically no more than several decades. Thus restructuring is both “natural” and the result of policy-program changes. The program-policy changes are integral to the completion of the restructuring. Changes in capitalism, inherent (natural) and induced (policy-programs), constitute Neoliberalism in Practice.¹⁹

		

		Capitalist Natural Restructuring

		

		Qualitative changes in Capitalism occurring inherently and naturally within the system from the late 1960s throughout the 1970s.

		

		In production processes, the US had clearly fallen behind Europe and Japan. Emerging from the Second World War both the latter had “retooled” with the latest production techniques. Their processes were therefore more efficient; most were cost reduced, and in general more competitive than their US corporate counterparts by the early 1960s. From the war’s end in 1945 through the mid-1960s, US industry had faced virtually no competition. US goods flooded world markets where the demand was almost unlimited. On the other hand, little if any foreign competition penetrated the US domestic market. US capital was globally unchallenged and unchecked.

		

		There was therefore little pressure on US corporations to innovate or retool domestic real asset investment. Monopolies and oligopolies (defined typically as 2 to 5 producers providing 80% of a market share) dominated the US economy. There was one communications company (AT&T). Three large auto companies. Five large steel companies. Fewer than five large oil and energy companies. A handful of airlines. Three large TV Broadcasting firms. Just a few large railroads. Monopolies and oligopolies don’t innovate. They don’t have to. They can expand profits by simply raising prices. Technology and innovation thus began to slow by the 1970s, except for war goods and space industries. The digitization revolution had not yet emerged. Xerox, IBM, Ampex, Kodak and other companies existed, but were producing consumer cameras, fax machines they didn’t know how to sell, and mainframe computers running on vacuum tubes. In 1970 Silicon valley, California was just being born. If one asked what the Santa Clara-San Jose area of California was best known for, the answer would have been fruit orchards and canning. The biggest factory was Food Machinery Corp.

		

		In product markets, as the 1970s began, US autos were beginning to fail to compete for the first time with their European counterparts, with Japanese products beginning to enter the US market. US steel was also more costly than European or Japanese. Spending on war production due to the Vietnam War, the Cold War, and the Space-Missile War was escalating, while investment in non-war equipment was slowing relative to total investment. Government services were expanding, as was spending on education, anti-poverty/welfare services, new Medicare social security services, and of course the administration of war production. The US was becoming increasingly dependent on Middle East oil in 1970, as a wave of nationalizations in North Africa and the Middle East began.

		

		Change was now occurring rapidly in international trade, currency exchange, and foreign money flows—or what’s sometimes called “external markets.” US exports growth was slowing, while imports were rising. A shift in what’s called “net exports” (imports minus exports) resulted, which would turn negative for nearly all the 1970s decade and become a drag on overall US GDP throughout the decade.

		

		A driving force slowing US exports was the accelerating pace of inflation throughout the 1960s, as US government spending on war, space, and social programs accelerated, as oil dependency and prices rose, and as monopolies-oligopolies simply passed on their costs in higher “administered” prices. Added to the inflationary fiscal policies were central bank monetary policies that stimulated an economy already “hot” with excessive money injections and low interest rates. President Richard Nixon responded with a freeze on wages and prices in August 1971, which only temporarily bottled up inflation until early 1973. Then wage-price controls collapsed and still more inflation was added to the already excessive fiscal-monetary stimuli of 1970–72. Adding further fuel to inflationary pressures, in 1973 war broke out in the Middle East, causing costs of oil that entered the economy to spiral. In previous periods the cost of oil could be controlled. However, now, post widespread nationalizations of the Middle East oil fields, the withholding of oil supply by Saudi Arabia and others in response to US aid to Israel in the 1973 war resulted in the first major “oil price shock” that exacerbated US inflation and economic instability.

		

		Accelerating inflationary pressures served to make US exports even more uncompetitive. The US dollar was driven lower in value as US inflation rose. The prevailing Bretton Woods international monetary system at the time pegged the dollar to an ounce of gold at $35 per ounce. But as dollars accumulated offshore from the late 1960s on, especially in Europe, a “Euro Dollar Market” emerged, where US dollars could be borrowed and loaned outside the US, and grew. And as the value of the dollar declined due to US inflation, European holders of the excess dollars began demanding the US honor the Bretton Woods peg and exchange its gold for European-held dollars on demand. Gold began to flow out of the US in large volume. In other words, the international system created in 1944 to serve US economic interest was beginning to unwind by the early 1970s.

		

		External markets involving trade and currency exchange rates were changing fundamentally—i.e. they were naturally restructuring. Slowing US growth and growing instability were the consequence. A further restructuring of trade relations and the international monetary system itself was required to avoid these problems. However, a solution to the trade and dollar instability would not come until after 1973. And growth would be even further delayed as the US entered its worst recession since the 1930s from 1973 to 1975.²⁰

		

		US Labor markets were also in turmoil during the decade. Unions had become stronger. Auto, steel and trucking unions had been able to establish what was called “pattern” bargaining. Single contracts covered the entire auto, steel, and other industries. Unions picked off the weakest of the oligopoly companies, struck, and achieved significant contract gains which were then extended to the remaining companies in the industry. Construction trades unions and trucking unions achieved major regional contracts. In 1970–71 unions in construction and manufacturing, and then transport, walked out in the biggest US strike wave since 1945 and won gains of 25% in wages and benefits in the first year of typical three-year bargaining agreements. The big oligopolies in auto, steel, and elsewhere could not stop the union militancy and gains.²¹

		

		Labor markets, especially during the first half of the 1970s, witnessed the expansion of union organizing into new sectors heretofore unorganized: agriculture harvesting by the United Farmworkers and Teamsters Unions; hospitals by the Nurses and Services Employees Unions; and city, state and county workers by AFSCME and SEIU unions, as well as teachers experienced rapid unionization in the decade. Pro-labor legislation was enacted as well during the period, including Occupational Safety and Health, Pension Reform, and demands for expanding union picketing and strike rights. That meant more business regulation. At the same time, other social legislation was imposing new regulatory requirements on business as well, especially in areas of the environment and anti-discrimination rights. Adding to the social uncertainty that was dampening business investment, other segments of society were being mobilized and demanding rights as well, including gays, women, Chicanos, and American Indians. Morale in the military was at an all-time low given the loss of the Vietnam War. The country was on the move, while business and the economy faced growing challenges at home from labor as well as abroad from capitalist competitors.

		

		An especially important area of “natural restructuring” underway from the late 1960s through the 1970s was in the financial system and money markets. As previously noted, a fundamental financial and credit system change was reflected in the rise of the Euro dollar market and the collapse of the Bretton Woods gold-dollar system in the early half of the decade. After 1973, central banks, led by the US Federal Reserve, were thereafter given responsibility, once ensured by Bretton Woods, for ensuring currency exchange rate stability across economies. They would not perform that task very well.

		

		But there were other fundamental changes underway as well. Financial institutions outside the general banking system—i.e. what are called “shadow banks”—were beginning to emerge and expand by the late 1960s. Outside the banking regulatory system, they posed an increasing threat to financial system stability. Mini financial crises began to occur for the first time since the 1930s, first in 1966 and then in 1970. New financial instruments like Certificates of Deposit and Commercial Paper were at the center of the events. Central bank, Fed, bailouts of separate financial institutions were required. Large non-financial corporations, like the Penn Central Railroad, defaulted and failed, and new financial entities, like Real Estate Investment Trusts (REITs) that had speculated in housing, had to be bailed out.²²

		

		In 1974, a still more serious financial instability event occurred in the midst of the worst recession since the 1930s. The Franklin National Bank failed, followed by the near failure of other banks, prevented only by their forced merger with yet other banks. New York City went de facto bankrupt and was bailed out, as were a number of other shadow banks (REITs) and nonfinancial corporations. The events of 1970 and 1974 in particular were evidence of the growing financial instability maturing within the economic system. The indicator of that growing propensity to financial instability—debt—rose dramatically throughout the 1970s. According to the Federal Reserve Bank’s “Flow of Funds Accounts,” total net public and private debt in the US rose from $1.432 trillion in 1970 to $3.948T in 1980. New credit and financial markets were making excess funds (debt) available with which to speculate in financial and global markets, thus adding to the growing debt on the private side. Government’s share of total debt was actually falling over the decade relative to the total. Serving as the conduits for the increasing debt-driven financial speculative investing, the shadow banks of the time were now expanding notably and offering new forms of financial securities with which to invest as well as the old.

		

		General political crises were adding to the uncertainties that typically dampen real investment and therefore growth during the decade. Among the better known: Watergate, the near impeachment, and resignation of Nixon. The loss of the Vietnam War and its severe impact on the organization of the US military. The Arab-Israeli 1973 war and the inability of the US to effectively intervene, given Watergate and Vietnam. The 1973 oil price shock, followed by another in 1979. US foreign policy fiascos in Iran and Africa. The USSR occupation of Afghanistan. The Iranian hostage crisis and the disastrous failed US rescue fiasco.

		

		What all these changes in the US and global economy add up to is a kind of “rolling restructuring” in progress throughout the decade of the 1970s. These were forces “naturally” occurring as US and global capitalism was undergoing fundamental changes internally. They were not changes induced by programs and policies designed to implement a controlled restructuring to restore growth and stability to the economy. Existing policies and programs in the decade of the 1970s were becoming increasingly ineffective in controlling the accelerating changes in the system that were undermining US global economic hegemony abroad and capitalist class dominance domestically in the US. New Neoliberal programs and policies were required to restore and re-stabilize the economy.

		

		The new programs and policies would have to somehow stimulate new real investment and lagging technological innovation, to weaken US capitalist competitors relative to the US (or conversely strengthen US corporations in offshore markets), to ramp up efforts to break the growing power and influence of US unions, to undermine workers’ rights and take back bargained wages and benefits gains of previous decades, and to check and then roll back the democratic and social gains of the various social movements. The particular and unique “mix” of programs and policies that would be introduced, beginning in the final years 1978–79 of President Jimmy Carter’s regime, were then expanded and deepened significantly under Ronald Reagan. This would become “Neoliberalism in Practice.”

		

		Neoliberal Induced Restructuring

		

		Stated in broad terms, the structural changes required to re-stabilize the US economy, and to ensure further decades of US economic and political hegemony, included the following:

		

		1. Restore real investment, innovation, and real economic growth in the US.

		

		Neoliberal policies to drive this objective would include cutting business, private investor, and wealthy household taxation. Deregulation of key industries. Shaking out the inflation and inflationary expectations that were creating uncertainty and discouraging investment. Privatization of broad sectors of the economy. And breaking the back of unionized labor which was an obstacle to policies and programs designed to accelerate investment at the expense of US jobs and wages. All the above would increase business and investor disposable income which, it was assumed, would be redirected toward new investment both abroad and in the US as well.

		

		2. Weaken US global capitalist competition to restore and ensure US economic hegemony for several more decades.

		

		Policies introduced included introducing tax incentives for US manufacturing to relocate offshore (which would also decimate union labor). Renegotiating the terms of trade with Japan and Europe to their disadvantage. Deregulating global money capital flows and aiding US banks and shadow banks to control those flows. Getting the Federal Reserve to shift to a long term policy of chronic low interest rates (the “put”) to ensure a low valued dollar that would benefit US exports. Introducing free trade programs and treaties that benefitted US corporations’ foreign direct investment (FDI) into other economies. Establishing what would be called the “twin deficits” solution, whereby US dollar outflows from trade deficits and FDI, as well as US military spending offshore would be “recycled back” to the US by foreign investors buying US Treasuries.

		

		3. Increase US war and defense spending to make up for the slower defense spending of the 1970s that occurred in the wake of Vietnam, while further ensuring dominance by expanding US military bases globally.

		

		Neoliberal policies introduced included an acceleration of government defense spending to build a 600 ship navy, accelerate missile and nuclear war making capability, to launch what was called the “star wars” space military program, to privatize more logistical functions of the military, to move to an all-volunteer force, and to shift military spending to technology and away from manpower. As government military spending accelerated, reductions in social program spending (austerity) would accelerate in tandem.

		

		4. Advance the financialization of the US economy to enable the planned globalization of US capital offshore, and to enhance the relative influence of US commercial and shadow banks globally vis a vis competitors.

		

		The policies and programs required included, first, the deregulation of global money capital flows, as well as deregulation of domestic finance, starting with housing and commercial property. These were followed by policies favoring the expansion of non-regulated banks—i.e. shadow banks—like investment banks, hedge funds, private equity firms, and what were called “capital markets” in general; the privatization of corporate pension funds, destruction of employer defined benefit pension plans and replacement with 401k personal pension plans; and deregulation of savings and loans financial institutions.

		

		5. Destroy unions and shift to contingent labor employment to lower union wages and to eliminate the opposition of organized labor to the implementation of the preceding policies.

		

		De-unionization programs included offshoring of manufacturing, industry deregulation in key sectors (trucking, communication, airlines, etc.) to drive down prices and in turn union wage differentials and union membership levels, empower government agencies (NLRB) to thwart union organizing drives and ease restrictions on decertifying unions, tighten restrictions on strike and picketing activity, grow contingent labor prohibited from union membership, shift to service employment making it more difficult to unionize; to promote employer concession bargaining designed to take back prior negotiated union gains and government seizure of resisting unions like PATCO and Teamsters that did not cooperate, enabling easier pension plan theft by management and speculators; and the refusal to raise federal minimum wages and other legislated prevailing wage minimum laws (i.e. Davis Bacon, Walsh Healy, etc.).

		

		These various Neoliberal programs and policies—i.e. Neoliberalism in Practice—would initiate a different emphasis and lead to a new unique “mix” of policies in the 1980s and beyond, compared to the programs and policies which had served the prior US capitalist restructuring of 1944–53. Or that of 1909–1916. Or the 1934–38 effort under Roosevelt, both of which were disrupted by war and political crises. Or the partial, aborted and ultimately failed attempts at capitalist restructuring of the Nixon period, 1971–72.

		

		In short, Neoliberalism in Practice is as much about the objectives to be achieved by restructuring the economy following a crisis, as it is about the specific programs and policies designed to implement that induced restructuring. This is the deeper materialist basis of Neoliberalism that most critiques of Neoliberalism totally fail to address. It’s not just about Ideas. It’s not just about certain programs and policies. It’s about periodic capitalist crises and change in the (constant) structure of capitalism—specifically the latest of the changes and crises—this is Neoliberalism in Practice.

		

		In the following chapter, more detail is offered by way of a comparative contrast of the Neoliberal restructuring and program-policy mix with prior capitalist restructurings, both successful and aborted. Chapters 3 through 8 thereafter focus on the evolution of Neoliberalism in Practice, as program and policy, from Reagan to Trump. Chapter 9 addresses the various material forces, new and old, already developing within American (and world) capitalism which are undermining the US Neoliberal policy regime. These material forces constitute the latest “natural restructuring” that will likely doom the current attempt by Trump to restore Neoliberalism in a more virulent, aggressive form. A concluding Chapter 10 thereafter addresses the theme that Neoliberalism has been, and remains, incompatible with even the limited form of Democracy that exists in late 20th–early 21st century America. The advance of Neoliberal policy has been accompanied by the decline of Democratic practices, norms, the character of political parties, electoral practices, and is transforming US government institutions in order to continue its advancement. The political history of the US since 1980, and the steady drift from Democracy that has occurred during the period, confirms that fundamental incompatibility between Neoliberalism and Democracy. The book’s last chapter concludes with an assessment of the attacks and decline of Democracy under the current Trump administration, which are accelerating as Trump attempts to restore a more aggressive form of Neoliberal policy regime but has been confronted by an increasing resistance both at home and abroad.
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		CHAPTER TWO

		

		Capitalist Restructurings in America, 1909–2007

		

		“Natural Restructuring” occurs continuously under capitalism as production processes, markets, technology, and even the nature of money are always evolving. That evolution is not necessarily constant—i.e. occurring at the same pace at all times. Nor is it at all times disruptive of growth and stability. But at some point it inevitably becomes disruptive, slowing growth and creating economic and financial instability events. The institutions, programs, policies, as well as the state’s ideology, fail to keep up with the pace and character of this continually occurring natural restructuring and change. Contradictions intensify between the old institutions, policies, etc. on the one hand, and the changes in production, markets, technology, etc., on the other. Economic growth then slows, economic and financial instability develops and erupts in recessions (or depressions) and banking-financial crashes. New programs, policies, changes in institutions and ideology are then required in order to adjust to and “catch up” with the natural restructuring. To put it alternatively, what is called “Induced Restructuring” must occur to bring the various forces driving change naturally, into balance once again with institutions, programs, policies, and so on.

		

		What this describes is the inevitable, periodic crises that are inherent to capitalism. This isn’t cycles in the sense of business cycles—whether normal recessions, so-called “great” recessions, or even depressions.²³ Nor is it what has been called “long cycles” in capitalism.²⁴ These are general crises of the system that are not determined by insufficient aggregate demand, or so-called external supply shocks, or errors in fiscal-monetary policies by governments. The crises associated with restructurings are inherent and intrinsic to the process of development of capitalism as a system. That’s why they are a fundamental characteristic of the system and inevitable, typically occurring every two to four decades on average.

		

		The forces driving “capitalist natural restructuring” during the decade from the late 1960s through the 1970s in the USA were noted and briefly discussed in Chapter 1. Also briefly noted were the policies and programs required to implement an “induced restructuring” in response to the crisis of that decade. But the induced restructuring that followed the crisis of the 1970s—i.e. what is called Neoliberalism in Practice—was not a unique experience.

		

		This chapter addresses Neoliberalism in Practice in its historical context within the US. It is the third major restructuring of US capitalism to occur in the 20th century.²⁵ How then, one might ask, does this latest restructuring compare to the prior crises and restructurings of 1909–16 and 1944–53?

		

		Historical Overview

		

		Throughout the 20th century American Capitalism proved strategically flexible and successful in periodically restructuring itself to take advantage of global opportunities that arose due to World War, economic crises, and technological change and innovation. On three major occasions the American capitalist system successfully restructured itself, introduced major shifts in economic policy: In 1909–16 in preparation for the coming of World War; in 1944–50 in the wake of the second World War and onset of Cold War; and in 1981–1988 in response to the stagnation of the US and global economy in the 1970s.²⁶

		

		The third restructuring is often identified as the Neoliberal policy era. Initially launched under Reagan in 1981, that third restructuring and neoliberal experiment was expanded and deepened by Clinton (1992–2000) and G.W. Bush (2001–08). The neoliberal policy regime thereafter underwent a period of crisis as a consequence of the 2008–09 global financial crash and economic crisis.

		

		In the 2010–16 period that followed the global crash of 2008–09, American capitalists and politicians attempted to restore the neoliberal policy regime that had prevailed from 1979 to 2007. However, that restoration undertaken by the Obama administration, 2009–16, failed in important elements.²⁷

		

		All capitalist restructuring establishes a particular new mix of economic programs and policies. They are further associated with changes in political institutions and practices. The first restructuring of 1909–16 had its particular and defining policy mix, as did the second, 1944–53. Neoliberal policies launched with the third restructuring 1979–86 also differed from the earlier two in other fundamental ways.

		

		One fundamental difference between the three capitalist restructurings is that the third, the neoliberal restructuring, represents a reordering of relations between US capital and its domestic and foreign capitalist challengers in a historic period of the weakening of US capital dominance. Whereas the first restructuring of 1909–16 represented the ascendance of US capital globally, and the second of 1944–53 the ascendant hegemony of US capital globally, the third neoliberal restructuring represents an effort by US capital and its political representatives to retain that hegemony by reordering both US domestic and foreign class relationships.

		

		Neoliberalism 2.0

		

		Under Trump, a new, more hard-hitting wing of American capital assumed effective control of the central US political institutions: the Presidency, initially the US House of Representatives in 2016, and since 2017, controls a firm majority on the US Supreme Court. Since Trump assumed office, moreover, his regime has steadily deepened its influence in and control of the Republican Party and the US state bureaucracy, especially the intelligence agencies and the Pentagon. Although it lost control of the US House of Representatives in January 2019, most of the levers of capitalist state power nationally were solidly in its hands by 2019, even if not completely so.

		

		Whether Trump can succeed in resurrecting the neoliberal policy regime initially established in the US in 1979–86 has yet to be determined. Early evidence of his first two years in office suggests that the era of harsher, more aggressive neoliberalism 2.0 that has been emerging under Trump—with its severe, negative consequences for US working and middle classes as for foreign capitalist competitors alike—is not without its contradictions. It is by no means assured that the Trump neoliberal restoration will succeed.

		

		Trump fiscal policy—as both escalating war spending and business tax cut policy—has already been firmly established as a more virulent form of neoliberalism. So too has industrial policy in the form of deregulation and renewed attacks on unionization and workers’ rights. Deregulation of general social legislation (e.g. environment, healthcare, bank regulation, etc.) as well as of specific industries was quickly launched by Trump upon entering office, and often achieved by executive order. Additional privatizations also were introduced as was an immediate expansion of military-defense spending—another hallmark of neoliberal fiscal policy. Massive business-investor tax cuts of 2018, plus the escalation in defense spending, have added more than a $trillion a year in deficits in Trump’s first two years, raising the national debt from $20 trillion to $22 trillion, with annual trillion dollar or more deficits on the horizon for another eight years. Disregard of deficits and debt is another defining fiscal policy characteristic of neoliberalism.

		

		However, as of late 2019, Trump’s restructuring of US trade policy and social programs cost-cutting are still in evolution and not completely implemented. The outlines of trade policy restructuring have become increasingly clear under Trump after a year of aggressive efforts to reorder trade relationships with both allies and adversaries alike. But the trade war with China remains unresolved, and trade conflicts with Europe and Japan have not yet been concluded. Social program spending cuts—aka austerity—is also up in the air. To accelerate defense spending, Trump has had to compromise with the Democratic Party in Congress and trade off his $100 billion more a year increase in defense spending with a like amount of social program spending. While Trump continues to call for $2.7 trillion in spending reductions in programs like Medicare, Medicaid, education, Social Security and privatizations over the next decade, he has not yet seriously opened that front in practical political terms.

		

		Capitalist restoration via a new virulent form of traditional neoliberal monetary policy—i.e. central bank money injection, low interest rates, and a low dollar value policy to boost exports—is also still to be determined. Trump and his business supporters succeeded in January 2019 in forcing a shift in monetary policy by the central bank, the Federal Reserve, forcing the Fed to halt raising interest rates. By summer 2019 Trump had successfully intimidated the Fed into starting to lower rates. But it is by no means assured the Fed will continue. Moreover, even if it does, it lacks room to lower rates much further. It will have to return to a quantitative easing (QE) policy of massive bond buying in order to ensure the return to an aggressive neoliberal monetary and dollar exchange rate policy. After just two years of attempting to raise interest rates, the Fed capitulated to Trump-Business pressure in January 2019 and returned to a classic neoliberal policy of chronic, low interest rates in order to support financial markets. But whether it will commit totally to a neoliberal monetary policy still remains to be seen.

		

		As a preliminary to the more in-depth analysis of “Neoliberalism in Practice” that follows in Chapters 3–8, it is perhaps useful to briefly survey here the particular program and policy mix of the successful first and second US capitalist restructurings (and other aborted restructurings in between) compared to the neoliberal, third program-policy that began in 1981–88 with Reagan.

		

		The First Economic Restructuring 1909–1916

		

		The first restructuring of American capitalism in the 20th century occurred around 1909–1916 as the US capitalist class and its State prepared for what had begun to appear as an inevitable conflict and world war in Europe. The policy shifts that accompanied the restructuring were fiscal, monetary, and industrial.

		

		Prior to 1909, the US policy mix consisted of minimal state taxation and fiscal spending, decentralized and fragmented money supply management by the states, unregulated banking, trade and capital flows mostly with Great Britain, and a laissezfaire business and anti-union industrial policy.

		

		The strategic and fundamental fiscal policy change that occurred was the introduction of a corporate income tax introduced in 1909, followed by the personal income tax in 1913.

		

		The experience of the Spanish-American War of 1898 had shown that America did not have a sufficient tax base to finance that war’s $274 million cost. Discontent arose among the wealthy over the unevenness of war finance which was based on an estate tax, which accounted for 82% of funding for the war. Some wealthy households paid, and some didn’t. After the 1898 war the system of taxation was based on tariffs and excise taxes, still inefficient for the task of funding a blue water navy the USA required if it was to hold on to its recent acquisition of colonies in the Caribbean and Asia, let alone to participate as a major player in the war in Europe that was becoming increasingly likely after 1910. A more assured revenue flow from a new system of taxation was required. The two income taxes—corporate and personal income—provided that new source of government revenue. Once the First World War began, the income tax was expanded to include inheritance taxes on the rich and surtaxes on corporations. The modern American tax system was thus born in the 1909–1916 restructuring period.²⁸ As will be described below, neoliberal tax policy is associated with a basic reversal of the modern US tax structure established with the first restructuring 1909–16 period.

		

		The change in monetary policy was no less significant, as the USA introduced a modern central bank called the Federal Reserve System for the first time in its history.²⁹ The initial impetus for the central bank was the Banking Crash of 1907 and subsequent recession, 1908–09, and double dip recessions and stagnation that followed up to 1914. Lacking a central bank, the big New York banks, led by J.P. Morgan, tried to bail out the banking system by pooling private investors’ and banks’ money as the system crashed in the fall of 1907. They failed. The US Treasury eventually had to intervene, committing nearly its entire $75 million US Treasury balance at the time to the bailout in order to stop the banking crash. It succeeded.³⁰

		

		The 1907–08 bailout by the US Treasury resulted in taxpayer discontent in an era of growing progressive grassroots movements. Politicians concluded that continued taxpayer bank bailouts would certainly radicalize the populace still further.³¹ A central bank would function as an independent source of bank bailout—neither private bank nor government. Moreover, the bailout could take place obscured from public view, as the central bank created fiat money to offset bank losses and to stabilize the credit system. A central bank nicely served the interests of bankers and elected politicians alike.

		

		A central bank was also a convenient institution for selling government bonds to help pay for war. Central banking as monetary policy thus supported and served government fiscal policy as war spending. During the 1898 war the US government was able to finance only 13% of the cost of the war by selling bonds. A bigger percent of total funding would be needed for future wars, to offload some of the 83% of war financing by taxation that occurred in 1898. Central banking thus also relieved fiscal tax policy from the government’s war financing burden.

		

		The monetary policy restructuring represented by the creation of a central bank also established a modicum of much needed regulation over the private banking system and economy necessary for capitalist expansion in the 20th century. The Federal Reserve resolved a chronic problem that afflicted the USA economy throughout the 19th century—the lack of a single currency. Prior to 1913, there was no single currency but hundreds of different kinds of dollars issued by state and local banks. The money supply was thus fractured and not easily managed nationally. Decentralized currency issuance led to repeated speculative financial bubbles. In addition, there was no supervision of the private banking system, which further exacerbated the bubbles and the financial crashes that followed. The Federal Reserve permitted the US to establish for the first time a centralized monopoly over the issuance of paper currency.³²

		

		The central bank monopoly over currency creation represented, however, the further centralization of control by the big private banks over the thousands of smaller banks throughout the US. The big New York banks were the initiators and drivers of the creation of the Federal Reserve bank, and after 1913 essentially ran and controlled the Federal Reserve via their control of the 12 districts of the Fed and, in international banking relations, via control of the New York district of the Federal Reserve. The Federal Reserve accordingly raised the influence and power of the big New York private banks in relation to European bank capital. From their strategic control of the New York Fed they controlled foreign exchange transactions. The big New York bankers were the eminence gris (i.e. gray power) behind the Fed.

		

		The Income Tax and the Federal Reserve thus represented two historic policy shifts associated with the first restructuring of 1909–1916. There were also other major policy shifts induced by the experience of World War. The most notable was a new Industrial Policy, involving institutionalization of war spending and temporary tolerance of unions and collective bargaining—at least in the war industries, permitting workers to unionize and wages to rise in the war production sector, in exchange for a no-strike pledge. However, government direct regulation was imposed on various other industries, which included controls on wages and prices.

		

		In contrast to later neoliberal policies, not only was raising taxes on business and wealthy households a prime element of the first restructuring but also regulation of the economy (in the war goods sector) was introduced for the first time. Both policies were largely in the service of war spending fiscal policy.

		

		What was missing from the policy mix of 1909–16 was a clearly defined external trade-dollar policy. But a restructuring of US trade policy was not necessary at the time. The prelude to war and the war itself in Europe resulted in an increase in US exports in any event, as well as a major inflow of money capital (as gold) from Europe to the US when the world war commenced. War goods exports induced gold inflows that resulted in huge increases in the US money supply, which in turn kept US interest rates low. That stimulated US business domestic investment in general, along with the rise in government war spending.

		

		Following the first restructuring and World War 1, US war spending would thereafter become a basic US policy element. Central bank monetary policy aided war financing, as did the new income tax structure and subsequent inheritance taxation during the war period. Industrial regulation—including tolerance of unionization and controlled wage gains in war production—were also new elements of the first restructuring’s policy mix. But trade policy (exports surplus, gold money inflows, US banks’ foreign investing, etc.) were all a consequence of the other policies, at the center of which was government fiscal war spending. These major elements would undergo a major shift with the advent of neoliberal policies in 1979–80, with the exception of US war spending, which would remain central to the neoliberal policy mix as well.

		

		Much of the policy mix of the first restructuring period was dismantled in the 1920s. War time business tax increases were reversed dramatically. In industrial policy, the regulatory framework of the war period was quickly dismantled, government anti-union policy was reinstated, and US exports and trade policy stalled with the global collapse of the gold standard in the decade. Central bank monetary policy that focused on raising funds for the war was replaced with the central bank encouraging excess money supply creation and low interest rates, which fueled speculative investing that eventually resulted in the US 1929 stock market crash. Thereafter, central bank policy failure resulted in four, increasingly severe, successive banking crashes during 1930–33 that deepened the depression by 1933. US tariff hike policy in 1930 further exacerbated a decline of US exports as global trade in general collapsed in the 1930s.

		

		Roosevelt’s Aborted Restoration: 1935–1939 New Deal

		

		The period 1933–39 under Franklin D. Roosevelt attempted to restore the policy mix of the first restructuring, along with some new policy elements and emphases.

		

		The first two years of Roosevelt’s administration was summed up in his policy mix called the National Recovery Act, or NRA. The NRA did not attempt to restore depression era US capitalism to the boom period 1920s. Its objective was more modest: simply to stop price deflation in goods, especially farm products, that was causing defaults and collapse of investment and consumption by households. Getting prices back up, even if it meant ignoring anti-trust price fixing laws, was the primary objective—along with bailing out the banks that had collapsed by March 1933 as FDR entered office. The NRA succeeded partially in stabilizing prices, but only at the expense of cutting production, jobs and the general economy. The economy briefly stabilized in 1933–34 but began contracting again by mid-year 1934, when another relapse was about to occur.

		

		Roosevelt only then, in the last half of 1934 in the run up to the midterm Congressional elections, shifted his policy mix to what came to be called the New Deal. The New Deal programs and policies suggested a broader restructuring was about to take place. It involved fiscal policy as government spending on public works, income assistance programs, housing bailout, expansion of union rights and a new industrial policy in general, along with deep reforms in finance and banking (and central banking), and a new dollar policy. However, conditions of the 1930s decade—domestic and foreign—precluded expanding the program-policy changes. Foreign wars and the collapse of world trade prevented the development of an effective “external” policy. And monetary policy of low interest rates was ineffective in the face of depression and slow growth.

		

		The New Deal did achieve a significant partial recovery of the US economy from 1935 to early 1938. The banking system was also stabilized. Political forces blocked the further restructuring and policies. Many of the programs of the New Deal were ended or significantly reduced by early 1938, after just a few years. The economy collapsed once again into depression by mid-1938. Some of the programs were quickly restored again in 1938–39 but the damage had been done. Moreover, no further policy expansion followed.

		

		During the high period of the New Deal, taxes on the wealthy were raised once again, as high as 70% on earned income. Government fiscal policy spending was restored, this time focusing primarily on domestic spending, especially government funded infrastructure investment. The central bank was relegated to a secondary role and reformed, to reduce private banker control of its policies. Economic regulation returned on various fronts, including for the first time the legalization and encouragement of unionization. Industrial policy established minimum floors on wages and laws related to strike actions by workers were liberalized.

		

		A major shift—from fiscal policy as government programs and social spending to war spending—began in 1940, accelerating rapidly after 1942. As war spending escalated, social program spending on New Deal programs were either reduced proportionately or even discontinued altogether. A policy of tax increases to help finance war spending was also introduced, expanded and deepened, in particular on working class households where payroll deduction of taxes on wages was introduced for the first time. In a series of annual tax legislations starting in 1942, government spending rose from 15% of GDP in the mid-1930s to more than 40%, peaking in early 1944 at 70% of GDP. Taxes were further raised on corporations and the wealthy, but even more so taxes were “broadened” for the first time to include most of working class wage incomes. Widespread regulation of the economy, expanding the First World War model, was introduced. Industrial policy encouraged unionization during wartime once again, as it had briefly in 1916–18, as US unions experienced the most rapid growth in their history during wartime. War mobilization brought industry-wide regulation, including reintroduction of war time wage and price controls.

		

		The Second World War can be said to have brought to an abrupt end the initiatives of the New Deal to restructure the US economy along more egalitarian lines, and to provide income gains for the non-business sectors of society on which to base greater growth and a more stable economy. Global instability in the 1930s prevented the development of a trade-currency policy that would support fiscal social spending as the basis for growth and stability. Monetary policy was also negated by domestic and foreign conditions at the time. And not least, intense political opposition by capitalist interests combined with global instability in the second half of the 1930s decade to prevent the restructuring of the US economy on other than pro-capitalist benefit lines. The advent of the war itself was the coup de grace for the New Deal restructuring effort. It would be replaced with a decidedly procapitalist restructuring offensive, the plans of which were laid out even before war hostilities came to an end.

		

		The Second Economic Restructuring: 1944–1953

		

		With the coming end of World War II a second major restructuring of the US economy was launched. The four major policy elements of 1909–16 were “rearranged” in a new mix, now with different emphases, and with new elements introduced to the policy mix as well.

		

		The major new element involved US trade policy—defined broadly as US export policy but also including US foreign direct investment and US dollar (currency exchange rate) policy.

		

		The hallmark of this policy was the introduction of the new Bretton Woods international monetary system in 1944 that was so structured as to be dominated and virtually controlled by the US. The US dollar would now become the world economy’s primary reserve and trading currency. A quasi gold standard based on the dollar was established. The dollar was fixed at $35 an ounce to gold and convertible. All other currencies were now pegged (i.e. loosely fixed) in relation to the dollar and the $35 ounce gold price. This gave US capitalists tremendous power and control over other economies. The dollar was now the undisputed global reserves and global trading currency.

		

		The wartime collapse or stagnation of economies in Europe and Asia also provided US goods exports unlimited opportunities of virtually free entry and penetration of their markets. As their need for capital to finance reconstruction was extreme, this enabled US corporations and banks to increase US foreign direct investment to historic levels. With the dollar supreme, and with accelerating foreign direct investment after 1945, the US dollar flooded the global economy. Dollars flowed back to the US in the form of purchases of US exports as the rest of the world economies attempted to recover. US business exports thus initially had no competitive challenge from European or Asian capital, given their war-depressed economic production capabilities and their reduction of export financing.

		

		To manage the new US-dominated Bretton Woods system, new institutions were created: the International Monetary Fund (IMF) and the World Bank, with the US controlling the majority of voting rights within each and thus their policies. With its great influence over Europe and Japan economic recovery, the US was assured a firm majority vote mandating whatever strategic decisions both institutions might undertake. Via the IMF, the US controlled the credit access and currency stability of other economies and via the World Bank, it opened up other economies to US foreign direct investment and penetration by US corporations and bankers as a precondition for infrastructure investment loans and other projects—especially for Europe and Japan.³³

		

		In the second restructuring policy mix, fiscal policy still reigned supreme over monetary policy. The Federal Reserve was still mostly relegated from 1944–53 to selling bonds to pay for the record US war debt. It would not return to a more activist policy role until the early 1960s.

		

		As part of the second restructuring, US policy makers had also decided in 1945 not to retreat from government spending, as had been done in 1919–20. The amount of government spending as a percent of GDP, or how much to be allocated to defense as opposed to social programs, was undecided at first. In 1929 government spending was a mere 3% of GDP. It rose to 15%–17% at most during the social-infrastructure spending of the mid-1930s. That rose to 40% by 1943 and, at one point at its peak in 1944, to 70% of GDP. It was decided in 1945, however, to keep government spending as a percent of GDP to around 20% in the post-1945 period.

		

		By 1947, government spending would remain heavily focused on war spending, combined with infrastructure projects like the national highway system. A new Cold War with the USSR served as the justification for retaining war level military spending. War oriented fiscal policy was further consolidated with the ascent of China and the Korean War in 1950. As in the 1909–16 period, economic restructuring was accompanied by an escalation in government war spending. This would remain a permanent element of the neoliberal policy to eventually follow as well.

		

		Unlike the continuation of government war spending, social program spending, and war time tax policy carried forward in the 1944–1950 restructuring, pro-union industrial policy and price control regulation were not continued after 1944. Instead, industrial policy focus in the second restructuring was focused on neutralizing and checking the power of US unions and the US unionized working class, which had grown steadily in numbers and influence from the mid-1930s through the Second World War.

		

		The US experienced its greatest strike wave in history in 1946. Communist and Socialist organizers in the unions had proved effective in building a militant and increasingly class conscious US workforce. Industrial policy thus targeted the unions, introduced with a direct attack on unions’ right to strike and other forms of inter-union solidarity action. The anti-union Taft-Hartley Act passed in 1947 outlawed solidarity strikes and cross-union support, permitted the US government to suspend nationwide strikes, allowed the government to inject itself directly in collective bargaining contract negotiations between management and unions, and outlawed all subsequent efforts of unions to establish hiring halls and thus union control over the hiring of workers. It even prohibited foremen and first line supervisors from forming unions, and established a list of union “unfair labor practices” with which to thwart union organizing efforts and make collective bargaining more difficult. A second effort to debilitate the unions occurred soon after with the purge of Communists from unions, and government pressure on the two major union federations, the American Federation of Unions (AFL) and Congress of Industrial Organizations (CIO), to eject the Communist-Socialist led unions from their ranks, which they did.

		

		First and Second Capitalist Restructurings Briefly Compared

		

		What was strongly similar was the heavy emphasis on war fiscal spending policy in both periods. But government spending policy did not reverse abruptly after 1945, as it had in 1919. After 1945 the US transitioned rapidly from world war to Cold War and defense spending was retained at a high level, not reduced dramatically. Also unlike post-1918, when taxes were rapidly cut on business and the wealthy beginning 1919, in the second restructuring taxation was reduced only incrementally at first. It would not be until 1953 that the US tax code would be fundamentally revised, largely benefiting the wealthy and business interests. Fiscal policy also differed with regard to social program spending during the two restructurings. It essentially didn’t exist in the first, and during the latter infrastructure spending was heavily weighted toward war production needs until 1946–47. War production fiscal spending collapsed quickly after 1918, but was extended and expanded after 1945. Also unlike the first restructuring, social program spending on education, social security, and other programs were carried forward in the post-1947 period of the second restructuring.

		

		On the monetary policy side, the Federal Reserve monetary policy in both restructuring periods was largely limited to repaying war time government debt. Central bank monetary policy after 1945 continued for the next decade to be limited to paying off the war debt, instead of quickly benefitting the bankers with excessive and chronic low interest rates, as it had after 1919.

		

		Industrial regulations were rolled back after 1944, but not dismantled altogether, as they had been after the first restructuring. Industrial policy involving unionization, union strike activity, and other expressions of union economic power that existed prior to 1944 were checked but not dismantled altogether in the second restructuring. The great 1919–20 strike wave during which the unions were decisively defeated was not repeated. The greatest strike wave in US history, which occurred in 1946, did not result in US union defeat. Collective bargaining was allowed to continue and even was extended to cover employer health insurance and retirement-pension benefits that were prohibited during war time. But the 1947 anti-union legislation and the anti-Communist purges that followed checked the further advance of union power thereafter. A kind of stasis followed for the next two decades in union-management relations and relative power. Industry-wide regulations largely continued as well as an integral part of industrial policy. War time wage-price controls were reintroduced in a weak form in 1950 with the Korean war but were soon ended.

		

		The big difference between the restructuring periods of 1909–16 and 1944–53 was the so-called “external” policy associated with global trade, global money capital flows as foreign direct investment, and dollar-currency policies. By 1944–50 the US now was clearly the global economic hegemon, unlike during 1909–16 when it was just becoming competitive with British and European capital in a world still locked into the gold standard. Post-1944, Britain and Europe were both heavily indebted to, and economically dependent upon, the US as a result of the war. Furthermore, the gold standard was firmly fixed to the US dollar, now the pre-eminent currency. The gold standard was effectively no more, making gold a secondary money form and the dollar primary.

		

		Nixon’s Aborted Restoration: 1971–1973 New Economic Policy (NEP)

		

		The second restructuring and its defining mix of policies began to break down after a twenty year period from 1945 to the mid-1960s—just as the Depression of the 1930s had shattered the first restructuring and policy mix.

		

		US export dominance continued to fade through the 1960s. Both Europe and Japan had recovered and their industries, based on latest investment and technologies, began to competitively challenge US corporations for markets. Two decades of US dollar outflows—from US corporate foreign direct investment abroad, foreign aid to governments, and financing a vast network of US military bases worldwide—all served to create a growing offshore market source for US dollars that undermined the 1944 Bretton Woods system.

		

		Escalating Vietnam and Cold War spending, plus social program spending and a return to loose central bank monetary policies at the same time, inflated US prices, thus undermining US companies’ global competitiveness. With US inflation also came a decline in the value of the dollar. Given that the international monetary system of Bretton Woods was based on the exchangeability of the dollar for gold, as US inflation rose and the dollar fell, governments and investors began demanding that the US exchange its gold for their accumulated dollars. The “peg” of the dollar to gold at $35 an ounce could not hold. In short, US policies pursued in the 1960s were in effect destroying the policy mix created by the second restructuring and the Bretton Woods international monetary system itself. The mix and restructuring was breaking down.

		

		The breakdown of the 1944–50 policy regime in the late 1960s had led to a decade of economic crisis and stagnation in the US in the 1970s. The initial evidence of the breakdown was President Nixon’s “New Economic Program” (NEP) introduced in August 1971. That program subsidized US capital at the cost of US workers and unions, on the one hand, and at the expense of foreign capitalist competitors on the other.

		

		Simultaneously, the second largest strike wave in US union history had occurred in 1969–71, led by the construction unions in the first phase and followed in turn by the truckers (Teamsters union), autoworkers, and then port workers. The strikes were successful and Labor realized wage and benefit gains of 20% or more in collective bargaining negotiations in 1969–71. In response, and in an effort to break the power of unions, Nixon introduced a general wage freeze on union contracts in August 1971 and thereafter forced a rollback of wage gains to only 5.5% maximum. Other attacks on unionization were also set in motion at this time, focusing on the construction unions.

		

		The NEP further attacked foreign capitalist competitors by establishing subsidies and tax cuts for US companies and imposing tariffs (taxes) on foreign imports to the US. But the most impactful element of the NEP was Nixon’s decision to abandon the Bretton Woods system the US had itself set up in 1944 altogether, by terminating the exchange rate of the dollar for gold at $35 an ounce, the heart of that system. The dollar thereafter was allowed to depreciate in value, reflected in the Smithsonian agreement of 1973 that further advantaged US exporters and penalized capitalist competitors and importers.

		

		As the Bretton Woods system collapsed and industrial policy shifted to wage controls and attacking unions, the Nixon administration simultaneously embarked on an expansive fiscal and monetary policy as well. On the monetary front, he ordered his central bank chair, Arthur Burns, to accelerate the money supply to drive interest rates down to record lows before his reelection in 1972. Simultaneously, Nixon expanded war spending for the Vietnam conflict, while calling for a boost in nuclear arms production and other Cold War expenditures. In contrast he impounded money that Congress had allocated for spending on social programs.

		

		Concurrent attacks on union labor and foreign capitalist competitors, plans to rollback social programs, and a post-Vietnam building of defense spending, were a dress rehearsal for a new economic restructuring. Accelerating inflation in the early 1970s, followed by the worst recession in 1973–75 since the 1930s, and a near collapse of business investment spending throughout the 1970s decade, pushed the US economy into an extended period of stagflation (rising prices amid rising unemployment) for the remainder of the decade. By the 1970s decade’s end, the 1944–50 restructuring and policy mix had fully collapsed.

		

		The Nixon effort at restructuring crumbled beneath the events of Watergate, defeat in Vietnam, increasing competition by European and Japanese capital, the worst recession (1973–75) since the great depression of the 1930s, surging domestic US social movements and legislation, demands for more democratic rights and accountability of government, nationalizations of US oil and energy interests by the newly independent petro economies and countries, oil price shocks and inflation, wars in the middle east and elsewhere that erupted due to perceptions of American internal instability and military reluctance, and a growing economic uncertainty that resulted in a decline of business investment growth by the decade’s end that approached virtual stagnation.

		

		The stagnation and economic crisis of the 1970s, combined with economic and political setbacks on the global stage, set in motion renewed US capitalist efforts, at both the corporate level and political level, to launch yet another, third major economic restructuring by decade’s end. Nixon’s aborted effort would be resurrected, debated, expanded, and then implemented, beginning at the close of the decade.

		

		Proposals both within and without the US government for a new fiscal-tax policy orientation, as well as a new central bank monetary policy, emerged as early as 1978–79. New directions in monetary policy were also being discussed. It was decided that a constant annual growth of the money supply was the appropriate, new monetary policy for the next decade. A new more aggressive industrial policy attacking unions and wages, and promoting widespread industry deregulation was the new industrial policy plan. A renewed offensive against global capitalist competitors was part of it as well, in order to restore the terms of trade to the advantage of US investors and exporters. This called not only for a deregulation of industries in the home economy, the USA, but also for deregulation of goods and money capital flows globally that would unleash the financial power of US banks and financial markets, where the dominant world currency, the dollar, could be leveraged to US competitive advantage.

		

		New directions for fiscal-tax, monetary, industrial and deregulation policy would become embedded in what was soon to be called “Reaganomics,” a term used interchangeably with the new concept that represented a distinctly new policy mix associated with the coming third restructuring in the early 1980s. The new concept and policy mix was called Neoliberalism.³⁴

		

		The Third “Neoliberal” Restructuring: A Preview

		

		While subsequent Chapters 3 through 8 will describe in greater detail the third restructuring and the program-policy mix associated with Neoliberalism, Neoliberal programs and policies contrast with those of the earlier two restructurings in a number of critical dimensions.

		

		As a preview, the specific program-policy mix that constitute Neoliberalism in Practice includes the following:

		

		•More aggressive social program policy cuts, focused heavily on reducing and eliminating government programs introduced from 1934 through 1965;

		

		•Aggressive deregulation of industries, especially banking and finance, communications, public and private transport, education and healthcare;

		

		•Privatization of employer-contributed healthcare and retirement services introduced with the second restructuring, privatization of military services, and privatization of public goods and services, including federal lands access;

		

		•Deep reduction of business-investor-wealthy household taxation on profits and capital incomes (interest, dividends, business rent, etc.);

		

		•Chronic escalation of war and defense spending amidst social spending austerity;

		

		•Tolerance of rising budget deficits, the national debt, and interest on that debt;

		

		•Central bank monetary policies based on chronic liquidity injections designed to ensure long-term low bank interest rates that subsidize business costs of investment;

		

		•Incremental de-unionization and weakening of collective bargaining, as well as compression of wage incomes;

		

		•Promotion by government of radical changes in the labor markets, creating millions of contingent labor jobs, low paid service jobs, atrophy of minimum wages, massive offshoring of manufacturing employment, and encouragement of on-shoring of skilled labor visa policies;

		

		•Substituting free trade for traditional trade policy measures based on tariffs, quotas, and administrative measures as the primary means to maximize US corporate exports;

		

		•Acceptance of US trade deficits in exchange for a “twin deficits” solution ensuring US offshore dollar recycling by major allies and global trading partners;

		

		•Encouraging a long-term low US dollar exchange rate and US money capital outflows and foreign direct investment;

		

		•Promotion of financialization of the US economy at the direct expense of real asset investment based economic growth.

		

		A casual comparison of neoliberal programs and policies shows they are in many cases the opposite of policies introduced during prior first and second restructurings. The major exception is the expansion of fiscal policy war spending, which is common to neoliberal restructuring as well as the two prior restructuring events. Increased war spending is inherent in all major economic restructurings of the last century. The difference was the first two restructurings were associated with declared wars, while the neoliberal association is with undeclared perpetual war. Another fundamental difference is that the two world wars were financed in large part by taxation on business and the wealthy, while the neoliberal era war has been characterized by massive tax cuts on the same and the funding, or financing, of war based on US debt issuance. Neoliberalism is unique in that it represents the first time in US history that major, protracted warfare occurs simultaneously amidst the greatest historic tax cutting in US history. This apparent anomaly is made possible only due to the role of debt and the “twin deficits” solution that is also unique to Neoliberalism.

		

		Neoliberal policies are also different in fundamental ways because they represent a restructuring that is driven by a decline in US economic dominance and economic power that originated in the 1970s decade. Whereas the first and second restructurings represent conditions of ascendance of US economic influence and power, Neoliberalism is about US capitalist interests’ attempts to restore and re-establish economic hegemony in global markets, as well as to defeat and neutralize class opposition and challenges that also began to develop domestically in the 1970s.

		

		Thus Neoliberalism in Practice is not simply a set of policies associated with social program cutbacks and fiscal austerity, as many identify. It’s not even just about programs and policies per se. It is much broader than that. It represents a basic economic system restructuring that involves an aggressive resurgence at the expense of both foreign capitalist competitors as well as domestic working classes. It is an attempt to re-establish economic hegemony in the late 20th century into the 21st under vastly different global economic conditions.

		

		What’s Missing in the Critique of Neoliberalism

		

		Apart from not adequately addressing the material origins of the restructuring that gives rise to Neoliberalism, critics of Neoliberal policy fail to address key elements of its unique policy and program mix. To begin with there’s the lack of analysis of what’s called external policy—i.e. the US twin deficits, its external debt, currency exchange rates, foreign direct investment and global money capital flows. Neoliberalism is characterized by a particular set of external policies that differ from prior restructurings. Yet most critiques focus on the limited topics of trade or goods flows, including perhaps free trade treaties. They provide only a superficial treatment of industrial policy. While critics do address de-unionization, job offshoring, general wage compression, and industry deregulation, they ignore the effects of fundamental developments—the rise of contingent labor and the even more destructive emerging phenomenon of artificial intelligence and machine learning—on labor markets and the shift in capitalist vs. worker relative power that these represent. Also missing, in all but minor terms, is an elaboration of the full extent of the financialization of the global capitalist economy and its ramifications. The overall systemic impact of the role of capital markets, shadow banks, derivatives, the rise of the new global finance capital elite, and the relative shift to financial asset investing, crowding out real investment, is left largely unconsidered, leaving that which might be classified as the new phase of imperialism and US vs. global capitalist class competition and conflict inadequately addressed. And not least, critics of Neoliberalism generally fail to account for how both capitalist “natural” and “induced” restructuring, and Neoliberal policy advancement has led to the atrophying and decline of Democracy in America—i.e. norms, practices, parties, the electoral system, and even government institutions. This book will return to these “missing” elements in concluding chapters.
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		CHAPTER THREE

		

		Reagan and the Origins of Neoliberal Policy, 1980–1988

		

		The core US neoliberal policy mix emerged fully with the Reagan Administration in 1981. It is sometimes alternatively referred to as Reaganomics, although Reagan-era neoliberalism would expand and evolve further under George H. Bush, Clinton and George W. Bush. Reaganomics involved fiscal policy (tax cuts and spending), monetary policy (central bank rate hikes), industrial policy (industry deregulation, de-unionization, deindustrialization of the Midwest manufacturing belt in the US, privatization of pensions, and a freeze on minimum wage adjustments for inflation). Trade policy proved the weakest development in policy at first, limited to efforts to negotiate tariff reductions on US exports through the global institution of the General Agreement on Tariffs and Trade, or GATT.

		

		Reagan neoliberalism, aka “Reaganomics,” emphasized a tripartite fiscal policy in the form of war-defense spending escalation, massive tax cutting, and social program spending cuts. The tax cutting hit to the US budget, according to neoliberal theory, was to be offset by an increase in tax revenue generated by business investment expansion, more job creation, and greater work effort by business and workers alike. Thus, it contended, cutting tax rates would raise, not lower, tax revenues. As a supplement to the budget deficit, social program spending cuts amounting to $50 billion a year were projected. This was called supply side economics, a theory without any empirical confirmation, prior or subsequent. It was more economic ideology than economic science.³⁵

		

		War spending was driven by a new Cold War 2.0, at the heart of which were Reagan’s efforts to build a 600-ship US navy including new aircraft carriers, an offensive new land-based MX missile system, further nuclear arms development, a new missile defense system called Strategic Defense Initiative (pejoratively dubbed “star wars”), and pay raises for military personnel.

		

		In his first term, 1981–84, defense spending nearly doubled under Reagan—from an annual $181 billion in 1980 to $295 billion, and to $349 billion by 1986,³⁶ for a total cumulative spending increase over 1980 of $594 billion, according to the US Commerce Department, Bureau of Economic Analysis.

		

		A second “Cold War II” was launched in 1981 targeting the USSR, after a temporary hiatus of “peaceful coexistence” in the 1970s when the US was preoccupied with Vietnam, Watergate, the worst recession in 1973–75 since the 1930s, and global oil price shocks. Under Reagan neoliberalism, massive and escalating Cold War defense spending became embedded as a fundamental feature of Neoliberalism policy, which it remains to this day.³⁷

		

		The second fiscal element of Reagan neoliberal policy was cutting social program spending. In theory the program reductions would contribute significantly to offsetting increases in defense spending. Simultaneous with the rapid escalation of war spending, spending on social programs was scheduled for reductions every year, by an amount between $37 and $44 billion. But those cuts were not achieved. And even if they had been, it would not have come close to offsetting the budget deficit gap.³⁸

		

		Thus government defense-war spending resulted in escalating US federal government budget deficits that cuts to social program spending didn’t even come close to offsetting. However, the greatest negative impact on annual budgets was the record tax cuts enacted in 1981.

		

		A massive tax cut initially estimated at $752 billion took effect in October 1981. Business-investor tax cuts and accelerated depreciation for business equipment replacement (a de facto tax cut) were included. And small business taxes were cut from 25% to 15%. However, the big cuts came from personal income tax reduction and the lowering of the tax rate on the wealthiest households from 70% to 50% and from reducing the capital gains tax rate from 49% to 20% for investors. Inheritance and gift taxes, which mostly benefit the wealthy, were also reduced. Personal income taxes were lowered by 25% in total, to be distributed over three consecutive years starting 1981.

		

		The cuts in personal income taxes alone, not counting the business tax cuts, reduced government tax revenue from 1981 to 1986 by nearly $600 billion.³⁹ Business, inheritance, and gift tax reduction made up the rest of the estimated $752 billion.

		

		A sense of the unprecedented magnitude of the tax cuts, given the economy at the time, is evident when they are compared to the total US GDP for 1980 of only $2.8 trillion.⁴⁰ So the equivalent of one fourth of the total economy produced in 1980 (the GDP) was handed over in tax cuts in 1981, mostly to businesses, investors, and the wealthiest households.

		

		Neoliberal Reagan fiscal policy in general—war spending, tax cutting, social program reductions and related interest payments on the debt costs—resulted in record cumulative US budget deficits. “For the same six years, the government’s deficits added up to $1.1 trillion.”⁴¹

		

		Despite the huge deficits created by the 1981 tax cuts, only $69 billion was “recovered” in adjustments to the 1981 act in subsequent revenue bills in 1982 and 1984.⁴² The median income US working class family, earning $30–$50,000 a year, realized only an $84 a year (1.1% of income) tax reduction.⁴³ This was more than absorbed by the significant increase in payroll taxation in 1986.⁴⁴ Payroll taxation was also indexed for the first time, so that taxes collected would rise with inflation every year.⁴⁵ Thus under Reagan neoliberal tax policy, median income working class families got nothing; those below the median saw their net income reduced, especially those earning minimum wages.

		

		A final piece of major tax legislation was enacted in 1986. It was touted by politicians as a “reform” of the 1981 Act. But that was a misnomer. The 1986 act reduced the top income tax rate for the wealthiest taxpayers from 50% to 28% and the top rate for the corporate income tax was cut from 46% to 34%.⁴⁶ The Reagan neoliberal tax policy was aptly summed up by the Nobel Prize winning economist, James Tobin, as a policy that would neither revive job creation nor restore declining US productivity. “What it is sure to do is redistribute wealth, power and opportunity to the wealthy and powerful and their heirs. That is the legacy of Reaganomics.”⁴⁷ But wealth redistribution to the top is the essence of what neoliberal fiscal policy is about.

		

		The combined effect of tax cutting that failed to generate more revenue as projected by supply side ideology, plus the failure to cut social program spending equivalent to the escalation in war-defense spending, together resulted in record annual budget deficits and chronic rising total US government debt. Chronic budget deficits and debt are thus a characteristic of neoliberalism as well. US Budget deficits rose from $40 billion in 1979 to an average of more than $200 billion in each year from 1983 through 1987. Another legacy of Reaganomics derived from accelerating deficits and debt is rising net interest costs on the US government debt, which rose from approximately $50 billion a year in 1980 to $150 billion.⁴⁸

		

		Reagan Neoliberal fiscal policy in general—war spending, tax cutting, social program reductions and related interest payments on the debt costs—produced record cumulative US budget deficits. “For the same six years (1981–86), the government’s deficits added up to $1.1 trillion.”⁴⁹ Deficits as a percent of US GDP actually more than doubled during Reagan’s first term, from 2% in 1980 to more than 5%.

		

		During Reagan’s first term neoliberal monetary policy was volatile. At first it followed what is sometimes called the “monetary growth rule”—growing the money supply steadily per a formula linked to GDP growth. All other monetary targets—whether interest rates, inflation rates, or unemployment levels—were to be rejected according to the Monetarist economic theory that embraced the “monetary growth rule.”

		

		Like supply side theory that argued business tax cuts would generate investment, jobs, and more tax revenue than was lost due to the tax cuts—monetary growth rules are more economic ideology than economic science. There is simply no empirical evidence that growing the money supply according to a rule (i.e. set formula) is even correlated with economic growth in GDP, let alone causative of GDP change. Thus, neoliberalism is driven not only by ideology in fiscal tax policy (tax cuts create jobs) but ideology in monetary policy (monetary growth rule) as well.⁵⁰

		

		Targeting the money supply per a growth rule was actually introduced under Carter in 1979. In 1980, President Carter fired his Federal Reserve Chair in response to intensifying business pressure, replacing him with a new chair of the Fed, Paul Volcker.⁵¹ Reagan initially retained Volcker and adopted the Monetarist growth rule policy as well. However, that policy was abandoned by the Federal Reserve in October 1982 and the Fed began to target interest rate levels instead. Volcker would later admit this experiment in a fixed money supply growth rule as the central bank’s prime strategy—actually begun under the Democrat Carter but accelerated under the Republican Reagan—was a disaster.⁵²

		

		Starting around 1979 US inflation began to accelerate, due largely to rising global oil prices provoked by political instability in the Middle East. Reagan’s neoliberal policy sought, however, to reduce inflation at the expense of US household consumer demand instead of addressing the real source of excess inflation at the time which originated outside the US. The central bank became the key policy institution for checking inflation. Its main tool was short term interest rates, which the Fed quickly raised to an unprecedented 18% during Reagan’s first term. Other rates followed rapidly upward as well.

		

		The Fed’s extraordinary rate hike brought the US construction and auto industries to a halt. Mass unemployment followed. Consumer spending collapsed and the worst recession since the 1930s followed in 1981–82. Inflation came down but at the expense of double digit unemployment rates driven by the collapse of the auto and construction sectors. A hallmark of neoliberalism was thus established: make consumer households pay whenever inflation accelerates—i.e. instead of targeting the real sources of excessive price change originating in business practices or foreign commodity suppliers.

		

		Monetary policy raising interest rates reversed at middecade and shifted thereafter to an excessive “loose” money supply that lowered interest rates. The standing Fed chair, Paul Volcker, resisted the shift to easy money. He was removed by Reagan’s economic policy “czar,” James Baker, and replaced with Alan Greenspan in 1986 who accommodated the new monetary policy, beginning a record 20 years of excess money liquidity injections by the Fed under Greenspan—from 1986 to 2006—a monetary policy which would be referred to in later years as the “Greenspan Put.”⁵³ Ultra-loose monetary policy and excessively low interest rates became the norm for neoliberal policy from Reagan to Obama.

		

		This chronic, long term easy money and low rates fueled the shift toward financialization of the US economy that began in the 1980s which has become another leading characteristic of neoliberal policy. In the 1980s easy money had already led to financial instability events under Reagan—two housing market crashes, a crisis in junk bond financing of retail sector mergers and acquisitions, and a major stock market crash in 1987.⁵⁴

		

		The process of financialization of the US economy also accelerated the “deindustrialization of America,” as US business escalated its offshoring of investment and relocation of operations. Reagan’s fiscal policy of cutting corporate taxes on investment abroad also contributed to offshoring and deindustrialization. Business real investment in plant, equipment, and structures that otherwise might have been made in the US thus creating jobs and boosting the economy were redirected instead by US multinational corporations to their offshore subsidiaries.

		

		Neoliberal tax and monetary policy under Reagan thus accelerated the offshoring of jobs. This in turn contributed to deunionization and wage compression in industrial policy which contributed to the recession of 1981–82—the most severe since the 1930s at the time. And the process of financialization of the US economy, that shifted business investing from the real economy to financial asset markets, led to the creation of asset price bubbles.

		

		Reagan’s neoliberal industrial policy was composed of several characteristic measures: deregulation of industries, privatization and sale of public goods and services to investors, a government policy of assisting de-unionization and undermining of collective bargaining, blocking of legislative adjustments to minimum wages at the national level, and attacking deferred wages (pensions) retirement pay.

		

		Industry deregulation targeted several key sectors of the economy. Trucking, telecommunications, and airlines were quickly deregulated, as were natural gas prices. New companies surged into these markets. Initially prices declined but later returned to prior levels. Wages in the industries were more permanently impacted, driven down by the competitive pressures introduced by the deregulation. Employers cut jobs and wages to maintain a more competitive cost structure with the new entrants to their industries. Union membership was also negatively impacted by the job reductions in these then heavily unionized industries.

		

		Financial industry deregulation was another neoliberal policy consequence originating under Reagan. The Savings and Loan financial sector was deregulated early in Reagan’s first term, allowing these key housing “banks” to invest beyond the residential housing market. Reagan’s monetary policy of 18% interest rates in the early 1980s had virtually shut down the housing market. Reagan, in response, deregulated the sector, allowing it to invest in more speculative ventures. Many S&Ls turned to the junk bond market which then collapsed circa 1987–88. The S&Ls collapsed in turn a second time at decades end, requiring a Congressional bailout of more than $300 billion in the early 1990s. Under Reagan, the financial sector deregulation began in earnest. It became thereafter a primary characteristic of neoliberalism.

		

		Widespread deregulation of other areas occurred as well—including environmental, workplace safety and health, pension guarantees, and retirement programs in general.

		

		Employer-provided pensions, often negotiated with their unions (called defined benefit plans or DBPs), were replaced with what were called individual retirement accounts (IRAs) and 401k pension contribution plans. 401k plans greatly benefited business by eliminating business liability obligations to provide pensions to workers even if the DBPs lacked sufficient funding, while still offering businesses tax deductions for their contributions to the private plans. 401ks meant all business had to do was make a contribution to an individual pension plan, and contributions were, moreover, strictly voluntary. They could be suspended at any time. Employers dumped their DBPs and replaced them with 401ks at an accelerating rate. 401k plans were non-existent when Reagan came into office; by 1985 there were 10 million workers enrolled in 401k plans with a total value of $105 billion.⁵⁵

		

		Another Reagan era decision allowed companies to raid their own DBP pension funds, with the proceeds from worker contributions to be used for whatever company purposes it determined. Even large multinational corporations engaged in the destruction of their own pensions. Exxon raided its pension of $1.6 billion, using the proceeds to pay court costs. Goodyear Tire stole $400 million from its plan. United Airlines skimmed $254 million.⁵⁶ The process was called “reversions” based on a 1983 deregulation called “Rule 83-52.” But it was in reality a form of wage theft of contributions workers had been making to their pension plans for years and even decades prior.

		

		Corporate raiders were also allowed to capture a company, sell of its parts to buyers, and keep the pension fund for distribution to themselves and their shareholders. Perfectly solvent companies were thus destroyed and the pension funds “acquired” in this manner during the 1980s.⁵⁷ More than 45,000 defined benefit pension plans were terminated during Reagan’s first term alone.⁵⁸

		

		A final Act on pensions was passed in 1987. It was heralded as a “reform” of the now prevailing and growing abuses of defined benefit pension plans. But it did nothing to halt the “reversions.” Furthermore, it provided for what were called “cash balance plans,” wherein companies were allowed to access and use the surpluses that might exist in their DBPs.

		

		Privatization basically means government selling off or otherwise turning over public assets to private, for-profit interests. During its first term, Reagan neoliberalism engaged in widespread “contracting out” of government property and/or services across virtually all departments of government. Another early form allowed private cattle-grazing access to federal lands, access to timber on government lands, or other natural resource access—in exchange for no fee or token fee payments. Neoliberal privatization received a major push under Reagan in its second term. Now it involved more direct sale of public assets, including proposals to sell off government-owned airports, railroads, power generating facilities, and weather satellites. In 1987 a “Privatization Council” composed of corporate leaders and a “President’s Commission on Privatization” were created. A comprehensive plan was developed to privatize education services (via charter schools, vouchers), air traffic control systems, low income public housing, prison operations, government lending programs, the post office, and other facilities. Privatization was about to “go mainstream,” evolving from proliferation of contracting out of select government services to entire industries.⁵⁹ Reagan laid out the template and plan. Clinton and others that followed would implement it, expanding beyond even what Reagan had proposed.

		

		De-unionization and the transformation of collective bargaining is another element of neoliberal industrial policy that took root under Reagan. Deregulation of transport and communications industries decimated union membership, as did policies that encouraged and subsidized offshoring of corporate investment. The anti-union tone was set early in 1981, when Reagan fired all the air traffic controllers throughout the US who were members of the PATCO union. The message from the very top, the president, was that under his regime it was “open season” on the unions. (Ironically, PATCO union leadership was one of the few unions, along with the Teamsters, that had supported Reagan for president. Both suffered greatly in terms of loss of members, benefits, and wage stagnation during the Reagan period).⁶⁰

		

		Government agencies turned overtly anti-union as well. The National Labor Relations Board (NLRB) ruled repeatedly against union complaints about company violations of the National Labor Relations Act (NLRA) that legally allowed workers to organize unions; and it ruled consistently in favor of managements that led efforts to rid their operations of unions using the NLRA. Union busting by professional law firms dedicated to the effort proliferated widely during the Reagan administration. Courts ruled that even if union contracts did not specifically say workers could not strike while a contract was in effect, there was an implied “no strike” clause nonetheless.

		

		The NLRB and courts also ruled that entire categories of occupation could be excluded from the union bargaining unit. All employers had to do was petition for a NLRB-Court hearing. Part time and the now rising “contingent” work was deemed outside the scope of union membership. Employers laid off full time union members and replaced them with part time and contingent labor that courts and Reagan’s NLRB ruled were outside the scope of union representation. Part time employment rose by approximately three million from 1980 to the decade’s end. The number of independent contract workers—also legally excluded from joining unions—rose by another 1.5 million.

		

		Due to all the above, American unions in the private sector began their historic and steady decline beginning in 1980—from representing 21% of the workforce to approximately 16.4% of the workforce by 1989.⁶¹

		

		Meanwhile, as union member ranks fell, the scope of collective bargaining for those workers that remained in unions atrophied. What was called “pattern bargaining,” where national union contracts prevailed across all major employers in the country, was broken up during the Reagan years. Management rights clauses in union contracts expanded as workers’ and union rights shrank. From the World War II period through the 1970s the scope and magnitude of union contracts had expanded—adding new provisions to protect jobs, index wages to the cost of living, provide supplemental unemployment benefits, add various insured benefit plans, and so on. But during Reagan a major shift in collective bargaining itself began to emerge: instead of expanding the scope of bargaining, what was called “concession bargaining” spread everywhere. The unions were now “giving back” what had been fought for and won over the previous decades.⁶² Hundreds of thousands of previously unionized jobs were “outsourced” to private, non-union contractors in the process of concession bargaining. Union wages too deteriorated.

		

		Reagan industrial policy also sought to restrain wage growth. This was achieved not just by offshoring higher paid manufacturing jobs, but also by reducing the ranks of union membership who typically were receiving 12%–20% higher wages for the same non-union occupation, by deregulation of key industries that resulted in more competition and pressure by employers to reduce costs, and by the deep recession of 1981–82 that stalled wage growth in general. But other policies also worked to compress wage incomes.

		

		Reagan policies strongly discouraged and obstructed legislative adjustments to minimum wage levels. The nominal federal minimum wage in 1980 was $3.10 an hour. It would not be raised at all during Reagan’s entire eight years in office—rising to only $3.35 at end of 1989.⁶³ In real terms, however, the minimum wage fell significantly due to inflation over the decade. $3.35 in 1989 was equivalent in buying power of only $2.29 compared to 1980. In another comparison, the minimum wage in 1980 was equal to 46% of the average hourly wage; by 1989 it had declined to 40%.⁶⁴ Reagan’s neoliberal industrial policy thus successfully blocked all adjustments in the federal minimum wage over the decade.

		

		Reagan’s Neoliberal industrial policy also successfully weakened laws that guaranteed overtime and other pay minima, while providing incentives to businesses to convert full time employment to part time work with lower average pay and benefits. Part time employment surged during the decade.⁶⁵ Numerous categories of occupations were “exempted” from coverage of overtime pay. Other pay reductions were enabled by allowing employers to “pay” workers with equivalent time off instead of wages.⁶⁶

		

		Reagan’s neoliberal industrial policy thus initiated a wage compression in the US that has continued to the present. Real weekly earnings of American production workers declined sharply in 1981–82 with the Reagan recession and they never really recovered. Real wages thereafter continued to fall during the post-1982 recovery. By the end of Reagan’s second term as president, real earnings for wage workers were still lower than they were in 1980. The real hourly wage in 1980, adjusted for inflation, was $7.93; by 1988 it was only $7.79. In terms of real weekly earnings (i.e. hourly wage times hours worked), in 1980 it was $281.32 and by 1988 only $277.42.⁶⁷

		

		Industrial policy—as an assault on jobs, wages, benefits, unions and as a drive toward deregulation and privatization—assumed a central role in the neoliberal policy pantheon under Reagan. Politicians in the 1970s would never have seriously considered such policies. Not even Nixon would have dared to introduce them as permanent elements of his policy mix. Beginning with Reagan, Neoliberal industrial policy aimed at shifting power at the point of production to strongly favor of capital and management at the expense of workers and unions. And it succeeded to a significant extent. Thereafter industrial policy would remain an important feature of neoliberalism.

		

		Reagan’s monetary policy presented a contradiction for early neoliberalism. The Fed’s policy of high rates, at 18% or more, in Reagan’s first term had the effect of shutting down key sectors of the US economy and precipitating recession. That was supposed to reduce consumer demand due to job layoffs, which it did, and in turn reduce prices and bring down inflation. It did that too, but not by very much. Lower prices would make US exports more competitive and boost US production of exported goods. However, high interest rates generated a major appreciation in the value of the US dollar compared to other currencies that initially devastated US goods exports, increased foreign imports to the US, and produced a surge in the US trade deficit that would become a prime characteristic of neoliberalism to the very present. The US dollar appreciated in value against nine key foreign currencies between 1980 and 1985 by 74%.⁶⁸ The US trade deficit under Reagan neoliberalism consequently rose from $19 billion in 1980 to $147 billion by mid-decade.⁶⁹

		

		Neoliberal trade policy was proving to be a bust in Reagan’s first term.⁷⁰ This was not yet the era of Free Trade treaties. That would begin only in 1988, when at the close of Reagan’s second term the first US free trade deal was signed with Canada. To offset the negative impact of rising rates and accelerating dollar valuation, the Reagan trade policy initially tried to focus on working within the global trade group, the General Agreement on Tariffs and Trade (GATT) to get other countries to reduce their tariffs in order to strengthen American corporations’ competitiveness and its exports. That multi-country negotiation strategy produced no results, however. Too many other nations were unwilling to go along with US proposals.

		

		So Reagan’s Neoliberalism meant not only ballooning US budget deficits but accelerating US trade deficits as well—or what was called the “twin deficits” problem. A solution to address both would be necessary if neoliberalism was to avoid imploding due to global contradictions. The challenge was how to increase US exports, reduce the trade deficit, lower the value of the dollar relative to other currencies, and somehow pay for the also rising US budget deficits (due to US massive business tax cutting and escalating Cold War 2.0 war spending). Reagan came up with two neoliberal trade policy approaches.

		

		The first approach was to force the US’s two major trading bloc partners at the time—Japan and Europe—to adjust their economies to make US exports more competitive. They were to pay the price for the US neoliberal domestic monetary policies and inflation—i.e. just as the American worker was made the victim to reduce inflation through unemployment.

		

		In 1985 the US forced Japan into negotiations over its growing trade surplus with the US. The outcome of the trade negotiations was called the “Plaza Accord.” That bilateral agreement required Japan to significantly stimulate its domestic economy and raise its rate of inflation immediately. In exchange the US would allow Japan investors to buy properties in the US. Japan did both. The US in turn promised to get its own inflation rate under control, which it didn’t. US exports to Japan rose as Japan’s currency and prices both rose. The US then attempted to work the same deal with Europe, in what was called the “Louvre Agreement” negotiated with Europe at the famous French museum. It was less successful, but worked in favor of the US as well.⁷¹ In brief, Japan and Europe were forced to take economic measures that raised the price of their goods in global markets, thereby reducing imports to the US while US exports to their economies were able to rise. But the Plaza and Louvre agreements were “one shot” adjustments. A more permanent, second arrangement was needed.

		

		This was called the “Twin Deficits Solution.” A series of informal agreements were reached with the oil-producing economies, Japan, Europe, and other trading partners in which it was understood that the surplus of US dollars they were annually getting due to the US trade deficit would be recycled back to the US and used to purchase US Treasury bonds. The most cooperative players, like Japan, would even be allowed to purchase US business assets.

		

		The recycled dollars that purchased US Treasury bonds helped pay for the US budget deficit due to insufficient US tax revenues and escalating war spending. To make the solution work, the US would henceforth have to accept an annual and rising trade deficit—so long as the dollars were recycled. The arrangement appealed to US trading partners. They would get to produce more and grow their economies, selling their excess products to the US. US consumers would get lower priced products (making it unnecessary for business to grant annual wage increases). Part of the understanding was also that the trading partner countries would allow US multinational corporations to enter their economies and produce there for export back to the US.

		

		What the Plaza and Louvre agreements did not fully achieve longer term, the twin deficits arrangement therefore did. Both allowed the US to continue with ever-rising trade deficits and budget deficits for decades to come.⁷² The “twin deficits” solution became a major feature of neoliberalism during Reagan’s second term—and the size and scope of these continued to deepen as neoliberalism evolved under Clinton, G.W. Bush and Obama.

		

		At the close of the Reagan era, a third option was added to neoliberal trade policy. In Reagan’s last year the US negotiated its first Free Trade Treaty with Canada. Free trade further solidified the twin deficits solution. It expanded US multinational corporations’ foreign direct investment abroad, while accepting a higher volume of exports (goods and services flows) to the US in exchange for a higher volume of US money capital (foreign direct investment) flows to those economies. But twin deficitsfree trade further exacerbated the offshoring of US jobs, the deindustrialization of the manufacturing belt in the US (increasingly called the “rust belt”), the destruction of higher paying jobs, and the de-unionization trend.

		

		To summarize, the emergence of “core” neoliberal policy under Reagan meant:

		

		•monetary policy that raised interest rates to record levels as a means to depress consumer demand to reduce inflation;

		

		•super-expansionary fiscal policy in the form of massive investor and corporate tax cuts plus rising payroll taxes on workers;

		

		•a new escalation in Cold War defense spending;

		

		•record and ever rising budget deficits and debt;

		

		•the accelerating destruction of unions and a historic shift in relative power between workers and management;

		

		•offshoring of high pay jobs;

		

		•compression and decline of wages;

		

		•wholesale industry deregulation and privatization of retirement programs and other government services and assets;

		

		•a forced retreat of Japan and Europe in favor of the US in global exports; the inauguration of Free Trade treaties and

		

		•the introduction of a “twin deficits” solution that enabled continuation of tax cuts and war spending despite rising budget and trade deficits.

		

		Overall, Neoliberal policy in this early, Reagan phase was quite successful in taming domestic opposition to capital and foreign capitalist competition alike—in particular compared to the chaotic, ineffective capitalist policies that existed during the preceding 1970s decade.
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		CHAPTER FOUR

		

		Clean Up and Consolidation: George H.W. Bush, 1989–1992

		

		The fundamental policy mix of Neoliberalism was established under Reagan. However, it was incomplete. And its implementation in the early 1980s exacerbated economic and political problems on several fronts by the latter half of the decade—as well as left a residual of growing contradictions.

		

		Reagan’s policies had succeeded in firmly embedding Neoliberal fiscal and industrial policy. But it took most of his two terms to establish the hallmark of neoliberal monetary policy: central bank excess liquidity injections creating chronic low interest rates and, in turn, a low dollar valuation to boost exports while helping to maximize profits repatriation by US corporations that had moved offshore in large numbers during the 1980s. Monetary policy was brought firmly into the neoliberal fold only by 1987–88.

		

		But not so for neoliberal trade policy, the outlines of which only began to emerge by 1988. The classic neoliberal policy mix involving the four key areas—fiscal policy, monetary policy, industrial policy, and “external” policy—was thus not yet fully established as Reagan left office in late 1988. It would take new initiatives by presidents George H. W. Bush over the next four years, and later Bill Clinton for four more years, 1992–96, to complete what would become the classic US version neoliberal policy regime.

		

		When Bush Senior assumed office in January 1989, his one term tenure would firmly establish Federal Reserve free money policy (i.e. low rates, chronic excess liquidity)—as well as set a policy trajectory toward free trade treaties in “external policy.” However, Bush Senior’s tenure was also burdened by the task of cleaning up the worst consequences of Reagan neoliberalism’s fiscal and industrial policy—i.e. massive budget and trade deficits, rising national debt, and growing financial instability due to banking industry deregulation. These latter consequences of Reagan neoliberal business-investor tax cuts, on the one hand, and encouragement of high-risk financial market speculative investing, on the other, constituted major contradictions within the neoliberal policy regime. These contradictions were only temporarily and poorly contained under Bush Senior, or indeed under his president successors, and they have continued to erupt to this day.

		

		Massive and ever-rising budget deficits and US national debt and chronic deepening financial system fragility and periodic crises are major contradictions characteristic of Neoliberalism. These contradictions initially appeared during the origin of Neoliberalism in the Reagan years, 1981–88. They have continued ever since, as deficits and debt have escalated and as financial fragility in the system has deepened, and with fragility, periodic bouts of increasing financial instability.⁷³

		

		Bush Fiscal Policy

		

		Bush Senior had run for office in 1988 on his famous pledge, “no new taxes, read my lips.” For the first two years in office he did not do so. But the deficits and debt kept rising and reached $153 billion and $255 billion, respectively, in 1989, then $221 and $376 billion in 1990.⁷⁴

		

		In a futile attempt to address escalating deficits and debt, Bush Senior abandoned his “read my lips” pledge and raised taxes. The 1990 Tax Act raised the top tax rate from 28% to 31% (but not the capital gains rate, kept at 28%) and raised the Alternative Minimum Tax from 21% to 24%. But the brunt of the tax hikes applied to consumer households. The federal gasoline tax was increased, as were other excise sales taxes on tobacco, alcohol and telephone services. Medicare payroll tax maximums were more than doubled to $125,000 a year. Tax rates on unemployment insurance were increased. And retirees’ monthly social security income benefits were now taxed at 85% instead of the prior 50%.⁷⁵ Meanwhile, business R&D and other credits were raised to offset their tax hikes, and then extended in 1991. In 1992, Bush’s Texas oil friends received a windfall as 1990 oil and gas tax hikes were repealed.

		

		Despite the 1990 tax act, deficits and debt continued to rise. By 1992, Bush’s last year in office, the deficit rose to $290 billion and the national debt to $399 billion. War, recession, and financial system bailouts—all occurring on Bush Senior’s watch—overwhelmed the insufficient tax revenue rise. Nor was an increase in social program spending, reversing the massive cuts under Reagan, a primary cause of the continued budget deficits and national debt. The 1990 Budget Reconciliation Act also instituted the new “paygo” rule for entitlement program spending (i.e. social security, etc.). The rule meant any increase in entitlements had to be offset by cuts to discretionary spending elsewhere. Caps were placed on social program spending.

		

		So social spending was not the problem. The 1990 Tax Act was simply insufficient to offset the effects of Reagan’s prior 1981–84 tax legislation. So what were the primary drivers of continued deficit and debt increases under Bush Senior? As the following section shows, it was not the 1991 Gulf War spending either. The causes were the 1990–91 recession and the 1990 Savings and Loan industry financial crash and bailout.

		

		War and Defense Spending

		

		The first Gulf War cost was estimated at $61 billion, according to the US Department of Defense. However, $54 billion of that was paid for by US allies—mostly by Germany and Japan whose constitutions prevented their sending troops and by Saudi Arabia and other Arab states. US defense spending rose in 1990, but by only $14 billion.⁷⁶ Unlike other US wars, neither taxes were raised nor bonds issued to finance the war. US allies foot the bill. That means the deficits and debt that continued to rise during Bush Senior’s term in office were attributable to the continued tax cutting carried over from the Reagan period, as well as two more sources that were part of the toxic Reagan Neoliberal legacy.

		

		The two sources were Neoliberal Reagan-era monetary policy and Reagan Neoliberal financial sector deregulation policy (i.e. part of Industrial Policy). The monetary policy precipitated the recession of 1990–91 and financial deregulation led directly to the collapse of key financial sectors of the US economy—specifically the corporate junk bond market and the savings and loan industry. Both the deregulation provoking financial crises and the monetary policy precipitating the recession were inherited by Bush Senior from Reagan’s neoliberal regime. Neither were “cleaned up” very well by Bush. And that contributed significantly to the continued surge in the US deficits and debt under Bush.

		

		Monetary Policy and the Recession of 1990–91

		

		Like all recessions, the 1990–91 recession reduced economic activity and therefore government tax revenues in turn. Lower revenues added to the deficit and debt. What precipitated the recession of 1990–91 was Federal Reserve monetary policy: the Reagan neoliberal monetary policy aimed at the central bank boosting liquidity in order to drive down interest rates. To recall, the dispute between James Baker and Fed chair, Paul Volcker, at mid-decade was whether to stimulate the economy with excessive low rates after 1985. Volcker opposed the idea. Baker, then effectively running the White House, demanded it, and in order to get it, drove Volcker out of the Fed and installed the more compliant Alan Greenspan, who immediately boosted the money supply. That provided massive cheap money and low rates, much of which flowed into the stock and other financial markets. The stock market accelerated and then contracted sharply in 1987. But so did other financial markets that were fueled by the cheap money (low rates): specifically, the junk bond and, for a second time in the decade, the S&Ls. Junk bonds and the S&L’s collapsed almost in tandem with the 1987 stock crash.

		

		In response to these three financial market implosions, the Fed was forced to raise interest rates rapidly once again (contrary to basic neoliberal policy that aimed at chronic low rates). The Fed interest rate (federal funds rate) surged from 6.6% in 1989 to 9.89% by 1990. And as it did, the real US economy began to slow from late 1989 on. The higher rates thus thrust the US economy into recession. But the line of causation flowed clearly from the Reagan Fed’s excess money-low rates monetary policy under Greenspan, which led to the excess speculation in stocks, junk bonds, and S&Ls, then to the financial implosions in those markets, and from there to the reversal of rate hikes by the Fed in 1989–1990 that choked off growth in the real economy. And as the recession set in, tax revenue collection slowed and declined, leading to higher deficits and debt.

		

		Financial Deregulation and Financial Crises

		

		The recession was not the only driver of the Bush Senior deficits and debt. Bailing out the S&Ls contributed significantly as well.

		

		After the S&Ls experienced an initial crisis in the early 1980s, as part of their stabilization program they were allowed to diversify after 1983 into new, high risk financial markets instead of being required, as before, to service only mortgages. They consequently ventured into the high risk junk bond market that began to take off after mid-decade. After the 1987 stock market crash, the junk bond and the S&Ls began to default as well: 433 small banks and S&Ls failed in 1988, as did another 246 in 1989. The passage of the Financial Institution Reform Act of 1989 in Bush’s first year in office accelerated S&L defaults and collapse. By 1990 a massive bailout by the US government was required. It would reportedly eventually cost the US budget more than $300 billion to bail out the S&L industry before it was all over by 1993. The bailout cost tag of $300 billion thus added significantly to the US budget deficit and debt during the Bush period.

		

		The recession of 1990–91 and the financial market implosions of the late 1980s thus had their roots in Reagan’s Neoliberal policies—monetary and industrial-deregulation—revealing the fundamental contradictions inherent in the original (Reagan) neoliberal policy mix.

		

		Chronic cheap money provided by the Fed resulted inevitably in financial instability and crashes, especially when combined with financial sector deregulation. Under neoliberalism, moreover, any attempt to stabilize markets by raising Fed rates quickly results in real economy contraction and recession. Recession and financial bailouts thereafter contribute significantly to rising budget deficits and debt. In other words, chronic rising deficits and debt are baked into neoliberal policies of financial deregulation and cheap central bank money and low rates.

		

		Yet another area where Bush senior was required to “clean up” the worst consequences of Reagan neoliberalism was in industrial policy. During Reagan policy changes permitted corporations to raid their pension funds. Administrative and court decisions found that the pension funds were the property of the business, even though workers had deferred their wages into the funds to be paid as a benefit upon retirement. Corporations engaged in what were called “rescissions”—a fancy word for stealing the pension plan surpluses that were to pay for future benefits and using those surpluses for other immediate business uses. The theft went even further. Outside speculators were also allowed to capture a majority holding of a company’s stock, then break it up, and distribute the pension fund among the investors of those speculators. Junk bond issuance was used to buy the company’s stock in the first place, in order to gain control of the company and its pension funds.⁷⁷

		

		To try to slow this raiding of pension funds Congress had imposed token taxes of 10% and then 15% on pension fund distributions, whether by the company’s own management or by outside speculators’ taking over the company. This token 10%–15% proved insufficient, however. The pension fund raiding continued throughout the 1980s into Bush senior’s term. So in 1990 the tax legislation of that year imposed a tax of 50% on pension fund rescissions and takeover distributions.⁷⁸ But as a concession to companies now prohibited from stealing the pension funds, Congress allowed the transferring of pension surpluses to help companies pay for rising health care costs. Up to 20% of health care cost increases were allowed to be financed out of their pension funds. In effect, workers’ deferred wages (paid into pension funds as contributions, which they were theoretically to receive some day as pension benefit payments) could now be legally diverted to reduce companies’ share of health care costs.

		

		Minimum wage policy was another industrial policy area where the worst consequences of Reagan industrial policy were mitigated somewhat under Bush. Under Reagan federal minimum wage laws were not adjusted for inflation for a decade. In 1990 the federal minimum wage was finally raised to $3.80 per hour in 1990 and again to $4.25 in 1991.⁷⁹

		

		Senior citizen retirees did not fare as well under Bush senior, however. The income threshold for the social security payroll tax continued to rise, resulting in higher deductions from workers’ paychecks. As noted above, now social security entitlements spending was “capped” and subject to “paygo” limits. And at the close of 1988 the Medicare payroll tax was raised in a supplement to cover the addition of “catastrophic medical cost” coverage introduced as part of the 1988 Medicare Reform Act. When running for office in 1988 Bush senior strongly supported the added supplement tax, as high as $1600 per year, to be deducted from payrolls.⁸⁰ Public discontent with the excessive tax hike during 1989, as the economy began to slip into recession, resulted in its repeal in 1990.

		

		The worst of Reagan deregulation of environment protections were also mitigated somewhat during 1989–92. The Environmental Protection Agency saw some funding and programs cut by Reagan restored, as the environmental movement in the US was resurrected by new evidence of global climate change and new political initiatives in Europe and elsewhere. The Federal Aviation Administration and the Federal Drug Administration also experienced some program restoration.

		

		Other Reagan industrial policy measures, however, were left unchanged during Bush senior’s term: Job offshoring continued to be driven by industry tax incentives promoting foreign domestic investment by US multinational corporations; destruction of unions and collective bargaining in manufacturing trends went unchecked; growth of “contingent” employment, especially involuntary part time work, continued throughout the Bush period; and new problems with accelerating health care and health insurance costs began to emerge as a major new problem.

		

		Free Trade Enters the Policy Mix

		

		While in part Bush senior’s term marked a checking of some of the worst consequences of Reagan’s neoliberal policies, it also marked the significant expansion of neoliberalism in the one policy area in which Reagan neoliberalism had failed to make much headway. That was “external” policy, i.e. trade policy and exchange rate policy.

		

		Under Reagan, central bank interest rates in the first half of the 1980s surged to nearly 20%. That drove the US dollar significantly higher, which grossly overvalued it in relation to other currencies. US exports thus took a big hit in the early half of the decade. The official US response was to blame its trading partners, arguing that the fact that US exports were slowing was the fault of Japan-Europe, not US policies of record high rates that had made the dollar uncompetitive. Efforts by the Reagan administration to negotiate tariff reductions through the General Agreement on Tariffs and Trade (GATT) were proving unsuccessful. The Plaza and Louvre accords at mid-decade provided some relief at the expense of the Japanese and European economies. But those were largely one time deals. Realizing a more permanent solution to boosting US exports by reducing foreign tariffs was needed, Reagan policy makers (James Baker, et. al.) turned by 1988 to pushing free trade treaties. A trade treaty was negotiated with Israel first as a test case. A more significant deal was then concluded in 1988 between the US and Canada—i.e. the first part of the three-way trade agreement later to be known as the North American Free Trade Agreement (NAFTA). The treaty with Canada was concluded in 1989 thus firmly establishing the free trade element of US neoliberal policy under Bush senior, who would thereafter throughout his first term aggressively attempt to expand free trade policy even further.

		

		Bush became a strong proponent of expanding free trade deals, pushing through “fast track” authority for himself in 1991. Simultaneously, in the middle of the Gulf War in 1991, he announced his intention to start negotiations with Mexico and Canada on a three-way free trade deal.⁸¹

		

		Bush’s objectives were several, including the expanding of the existing border free trade band called the Maquilladora which had been created under the Democrats in the late 1960s. A free trade expansion with Mexico would mean the acceleration of US money capital flows into Mexico, enabling US corporations to “offshore” their production to a location much closer to the US and therefore much less expensive for shipping back exports to the US. Defining and liberalizing US foreign direct investment (FDI) in free trade treaties was therefore at least as important as reducing tariffs and quotas. Easing the flow of money capital into Mexico was as important as the un-tariffed flow of goods back to the US. In fact, the two—money inflows to Mexico from the US and goods outflows from Mexico to the US—are really two sides of the same free trade coin. While the reduction of tariffs subsequently allowed the movement of export goods from the country back to the US, trade treaty terms making it easy for the US to invest in Mexico and move production there was just as important, or perhaps even more so.

		

		To get “fast track” passed, Bush had organized a coalition of Republicans and “new” Democrats to get fast track passed that would form the core of political support to eventually get NAFTA passed. Bush’s Republican coalition for NAFTA included US agribusiness, tech companies, and large US based multinational companies of labor intensive industries like autos, pharmaceuticals, etc. Their goals in pushing NAFTA included not only cheaper production costs but also to use offshoring to Mexico to push for wage and other union concessions in their operations that were still in the US. The pro-NAFTA republican coalition was the “Coalition for Trade Expansion” which consisted of major US business groups like the Business Roundtable, US Chamber of Commerce, and National Association of Manufacturers.

		

		The Republican NAFTA Coalition created by Bush was not, by itself, sufficient to push through NAFTA by itself. He had, however, paved the way for Clinton, a corporate Democrat,⁸² to later push through NAFTA. Without Bush’s early efforts, however, NAFTA would not have likely been passed.

		

		The NAFTA offensive under Bush had a political objective as well. Pushing through NAFTA would not only result in major economic gains for big US businesses. It would require, and result in, a splitting of the Democratic Party along lines of DLCers vs. the rest of the party led by American unions, environmentalists, and small businesses and small farmers. The DLCers would eventually prevail, help pass NAFTA, and fundamentally undermine the balance of forces within the Democratic Party for decades to come. NAFTA was thus a threshold event politically as well as economically, the consequence of which would be felt for decades to come and still to this day.

		

		While launched only at the end of the Reagan period, under Bush free trade became a major neoliberal policy offensive. NAFTA was achieved under Bush, even though not formally passed or implemented while he was in office. What, then, did Bush actually achieve in terms of eventual passage of NAFTA and the embedding of free trade treaty expansions as the key element of neoliberal “external” policy? First, he formed the political coalition that would eventually get it passed. Second, by passing fast track he showed NAFTA supporters they could achieve their goal. Third, he used Mexico-NAFTA to help split the Democrat party on the issue, as well as for the longer term.

		

		Thus NAFTA, and free trade treaties in general, remains Bush’s number one contribution to the expansion of Neoliberalism. As one commentator concluded, “fundamentally, Bush saw a regional trade deal as an international adjunct to the neoliberal accumulation strategy that he had carried over from the Reagan era.”⁸³ Without the efforts of Bush senior, the DLCers could never have pushed through NAFTA, even with their “boy” Clinton at the presidential helm after 1992. Indeed, with Bush, the Republican coalition, and their major corporate backers it is unlikely the DLCers would have been able to capture the Democrat Party after 1992. US politics, as well as US economic policy, would have no doubt been quite different without the input of George H. W. Bush.
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		CHAPTER FIVE

		

		Clinton and Democrats Expand Neoliberalism, 1993–2000

		

		Under Clinton, neoliberal policy was once again resurgent, expanding into new policy areas while adjusting and/or deepening already established policy initiatives.

		

		The main neoliberal policy thrusts were extending Free Trade to Mexico and opening US-China trade; an acceleration of central bank liquidity by the Federal Reserve (ensuring low interest rates and low dollar exchange rates); more and new forms of business-investor tax cutting; a continued high level of US defense spending; the historic privatization of government welfare services; a deepening of neoliberal industrial policy initiatives involving pensions, contingent job creation, jobs offshoring, and skilled foreign labor immigration under H1-B visas; and a further financial deregulation of the banking system in 1999–2000 that accelerated financialization of the US economy, contributing significantly to subsequent financial asset bubbles and crises less than a decade later.

		

		US fiscal policy in the form of War spending stabilized during Clinton’s first term, but then rose once again as US military adventures in east Africa and the Balkans were launched in his final two years in office. By 2000, the US was spending $391 billion on national defense (narrowly defined as mostly Pentagon spending and not counting “off budget” direct war operations expenses). That compares with defense spending of $181 billion in 1980 before a neoliberal defense spending policy was introduced under Reagan. Reagan’s last year of defense spending had risen to about $380 billion—i.e. a $200 billion annual increase. By the end of Clinton’s term war-defense spending was again at the nearly $400 billion annual level. Thus Reagan Neoliberal war-defense spending—which roughly doubled in 1988 from pre-Reagan levels in 1980—was continued under Clinton. War-Defense spending levels had not changed from Reagan to Clinton.⁸⁴ $400 billion was the “new normal.” It would soon become the minimum level, however, and rise even more rapidly after 2000.

		

		In terms of fiscal tax policy, early in his first term in 1993, in a tax legislation carry-over from the preceding Bush period, Clinton initially raised income taxes by raising the top personal income tax rate from 30% to 36%. Gasoline and Medicare taxes were raised as well. The government had to raise revenues somehow to cover the $300 billion cost incurred for the savings and loan bailout. But once the bailout was financed, more than half of the tax revenues from the 1993 Tax Act—i.e. around $150 billion—was subsequently redistributed with Clinton’s later 1997–98 tax cuts, mostly to the top 20% wealthiest households in the form of cuts to capital gains taxation and inheritance taxes.⁸⁵

		

		While the total amount of the 1997–98 Clinton tax cuts was not nearly as large as Reagan’s, the significance of the Clinton reductions was that they created new areas of business tax cutting that would serve as precedents for the George W. Bush tax cuts to follow. Clinton opened a door on capital gains and inheritance tax reduction that George W. Bush would subsequently “blow open” with his similar multi-trillion dollar tax cuts a decade later.

		

		Yet another Clinton tax legacy that would continue under Bush, Obama and Trump was the opening of the corporate tax loophole called “check the box.” This referred to an entry provided on corporate tax return filings to the government in which a corporation could simply “check a box” on the returns indicating it chose not to return offshore profits back to the US, on which it would then have had to pay the normal 35% corporate tax rate, if returned.

		

		Clinton fiscal policy was rounded out by a more classical (i.e. Reagan-like) neoliberal approach to social program spending cuts. Clinton essentially dismantled US welfare spending programs that had been introduced in the 1960s to supplement minority families’ incomes by reducing assistance payments to needy families, food assistance programs (i.e. food stamps), and other related programs by tens of billions of dollars.⁸⁶

		

		Clinton often made the claim that, despite his tax cuts and war spending, he succeeded in eliminating the budget deficit. For two years in his second term this did happen, but it wasn’t due to raising taxes, curtailing defense spending, or cutting social programs. One cause was the technology boom of the late 1990s that brought in extra tax revenues from the tech sector (which quickly disappeared again with the 2000 tech dot.com crash and recession). Clinton policy had nothing to do with that. The other explanation was that the Clinton budget was able to borrow from the Social Security Trust Fund surplus, which had been accumulating since the Reagan payroll tax hikes set in motion in 1986, and thereby balance its budget, exchanging the real funds borrowed for non-tradeable US Treasury bonds. Billions of dollars were transferred from the Social Security Trust Fund to the US Budget to offset the losses due to tax cutting and war spending. Social Security had become a “cash cow,” supplementing the US twin deficit solution to chronic, rising budget deficits and debt.⁸⁷

		

		In terms of Free Trade, Clinton added Mexico to the NAFTA treaty and opened up the US and world markets to China by enabling the latter to join the World Trade Organization (WTO). He additionally extended the US Preferred National Trading Right (PNTR) to China. The consequence of these combined trade policy initiatives was US trade deficits once again began to balloon. From a trade deficit of -$34 billion in 1992, the year preceding his first term, the trade deficit escalated to –$375 billion.⁸⁸ It is estimated that US job loss to China due to PNTR, and the US trade deficit with China, cost the US another 1.7 million lost jobs.⁸⁹ From an annual trade deficit of $50 billion in 1997 with China, the deficit rose to $235 billion in 2006.⁹⁰

		

		As late as 1998 the Clinton administration offered minimal, if any, compensation to US workers for loss of jobs and/or incomes due to NAFTA free trade.⁹¹ Subsequent studies have shown massive job loss and negative wage impact effects of NAFTA on US workers, and a virtually ineffective trade assistance program to workers for its effects.

		

		Later studies show the full negative consequences of neoliberal NAFTA free trade.⁹² As one early analysis of the effects of NAFTA on US jobs and wages during the Clinton years concluded, “growth of imports from Mexico of 195.1% and 61.1% from Canada overwhelmingly surpass export (from US) growth…the resulting $30 billion net export deficit with these countries in 1993 increased by 281% to $85 billion in 2002…as a result NAFTA has led to job losses in all 50 states.”⁹³ Foreign direct investment surged five-fold from the US to both Mexico and Canada during the Clinton period, compared to the 1980s, the author added. And the jobs went with it. It was estimated a net 879,000 US jobs were lost due to NAFTA. Another million jobs were displaced, at minimum, in the first decade of the 21st century, according to other studies.

		

		In industrial policy, under Clinton de-unionization continued its trend, with union membership declining from 16.8% in 1988 to 13.9% a decade later. A prime legislative goal of unions at the time was passage of a “Strikebreaker Replacement Act” that would prevent companies from hiring replacements during union strikes. Clinton gave it tepid support at best, and the legislation failed to pass Congress. While there was no recession during his term leading to jobs loss and wage stagnation or decline, offshoring of jobs became once again a major issue, causing loss of higher wage manufacturing employment and a slowing of wage gains. In addition, Clinton industrial policy allowed the importation of much higher numbers of foreign skilled labor on what were called H1-B and L-1 work visas to fill jobs in the tech industry (sometimes called “onshoring”). H1-B and L-1 quotas were raised to levels of hundreds of thousands a year. By 2000 quotas were allowing the entry of foreign, high paid skilled labor—mostly into the tech industry—in excess of 500,000 a year. US employers were also allowed to hire more temporary and contingent workers—at lower wages and fewer benefits—without the Clinton administration addressing the problem. Contingent job creation soared during the 1990s, thus lowering average wage and compensation gains. The administration’s response was simply to commission special reports to identify the scope of the growing “contingent labor” problem.⁹⁴

		

		The area where Clinton neoliberalism further expanded its predecessors’ industrial policy was on pensions and retirement programs. Under Clinton, employers were allowed to divert up to 20% of the cost of their health insurance benefits from their defined benefit pension funds. The diverted funds were allowed to cover employers’ share of their health care insurance costs. This further undermined the stability of workers’ pension funds, accelerating the eventual crisis and collapse of pensions that would occur the next decade. Companies were also permitted to engage in what were called “pension contribution holidays,” where, instead of being required to make contributions to their pensions to ensure they remained adequately funded at 80% of liability, they were allowed to suspend company pension plan contributions totally.⁹⁵ Diversions of earnings from the funds to cover other company costs, pension contribution holidays, and fraudulent assumptions about pension investment returns set the groundwork under Clinton for the pension plan bust to come.

		

		In contrast to these neoliberal industrial policies, the federal minimum wage was raised during the second Clinton term. In two steps, in 1997–1998 the national minimum wage was raised to $5.15 an hour. However, a special sub-minimum wage was introduced, at $4.25 an hour, for youth workers for the first 90 days they worked. This meant that virtually all students employed in summer jobs, would receive a lower tier minimum wage. Sub-minimum wage for restaurant workers was also set at a paltry $2.13 an hour. Another policy contrary to neoliberalism was the increase in the Earned Income Tax Credit (EITC) for the working poor, which was also improved under Clinton.

		

		The improvements in minimum wage and EITC suggest that Democratic Party presidential-Congressional governments tend to soften the negative impact of neoliberal policies on the very poorest, while continuing and/or intensifying those negative effects on the middle and above segments of the working class. However, not too much should be made of this apparent generosity to the poorest, since the improvements in the EITC were more than offset by Clinton’s dismantling of income transfers under Welfare programs at the same time, as noted above. Moreover, while the EITC was raised, the average wages earned by the poorest 10% of the workforce fell during the Clinton period compared even to the preceding Reagan-Bush, 1980–1992 period, which registered a steady decline over its period as well. The average hourly wage of the 10th decile of the workforce declined from $5.68 per hour for 1980–92 to $5.52 per hour from 1993–2000.⁹⁶

		

		In the area of industrial policy, the Clinton period might be summarized as “neoliberal light,” but while it was “neoliberalism with a guilty conscience for the poorest,” it remained neoliberalism in its broader essence, nonetheless.

		

		In terms of monetary policy, the Clinton regime left decisions totally to the banking industry and the central bank, which shifted monetary policy to low rates and easy money after 1994, and kept it there for another decade. A confrontation between Clinton and central bank chairman, Alan Greenspan, in Clinton’s first year in office resulted in Clinton retreating from exercising any influence over monetary policy during his administration’s remaining eight years. Together with former senior management from the giant Citibank, which assumed top positions in the US Treasury, banking interests were allowed to run US monetary policy virtually without interference from Clinton.⁹⁷

		

		Like his neoliberal predecessor, Reagan, before him, Clinton too adopted a policy of keeping the US dollar exchange rate low. In this he cooperated fully with Federal Reserve Chair Alan Greenspan’s monetary policy of providing excess liquidity from the central bank throughout his term—despite the consequences of stimulating financial asset bubbles globally. Just as Reagan policy had forced the dollar to devalue by nearly 50% from its 1985 highs, Clinton-Greenspan kept the dollar on a downward trend through Clinton’s first term.⁹⁸

		

		Clinton-era central bank monetary policy contributed to the sovereign debt defaults in Mexico and to the Asian Currency bubble in 1998. Federal Reserve chairman Alan Greenspan accelerated his policy of excess liquidity injections into the US and global economies, which fueled speculators’ investing in foreign currencies and produced the currency bubbles in Asia as well as excessive sovereign borrowing and debt by Mexico and other emerging market economies. By the second Clinton term, the “Greenspan Put” was on steroids, feeding financial asset bubbles worldwide.

		

		US bankers were firmly in control of Clinton-era monetary policy. Greenspan at the Fed was more than willing to do their bidding and provide the liquidity for the now rapidly financializing US and global economies of the 1990s. When the excess central bank provided liquidity driving the global speculation in currencies and government debt imploded—first in the case of the hedge fund, Long Term Capital Management, then with the Mexico debt crisis, and then the even larger multi-country Asian currency meltdown—the Federal Reserve then rescued the US banks that were exposed due to their funding the speculative excesses. This is what its capitalist designers had fundamentally designed the Fed to do: bail out the US banks that were overextended and exposed—i.e. bail them out by providing them with even more liquidity (thus setting the stage for future financial bubbles and need for bailout).

		

		Future financial instability was further exacerbated by Clinton’s historic deregulation of banking and finance at the end of his second term. The 1999–2000 Clinton repeal of the 1930s era Glass-Stegall banking Regulation Act, and the passage of the Gramm-Bliley Act that followed, fostered the explosive growth of derivatives securities (subprime mortgage bonds, credit default swaps, and other securitized financial instruments) that were central to the later 2008–09 banking crash. As a result of Gramm-Bliley, oil and other commodities became highly speculative financial assets traded on global financial markets. Thereafter global oil prices, driven by financial speculators, would repeatedly spike and collapse due to futures speculative trading in securities.

		

		Meanwhile, the wall between commercial banking (with household deposits) and more risk-taking investment banking (and other so-called high risk shadow banks) was torn down with the repeal of Glass-Stegall. Central bank constant liquidity injections fueled the speculative lending by high risk institutions that were now increasingly integrated with commercial banks due to the repeal of Glass-Stegall. And integration meant greater risk and potentially faster transmission of contagion between the speculative and commercial banking sectors.

		

		Even before Clinton’s official deregulation of finance, the Clinton Treasury Dept. had approved the merger of Citibank with Travelers Insurance, a “shadow bank” prone to high risk investing. But former Citibank senior managers, like Robert Rubin, ran the US Treasury Dept. under Clinton and pushed through the merger despite the lack of authorizing legislation.⁹⁹ Glass-Stegall’s eventual repeal after the Citibank-Travelers merger only formalized what Clinton and Rubin had already in fact established.

		

		The important legacies of the Clinton Neoliberal policy mix were double digit inflation in healthcare that created 50 million uninsured by the end of his term; a tech stock bubble and housing bubble, both of which began in 1997 and would bust in 2000 and 2006; and new initiatives in business tax cutting that his successor, George W. Bush, would later greatly expand.¹⁰⁰ Clintonera monetary policy also directly and indirectly contributed to the sovereign debt defaults in Mexico and to the Asian Currency bubble in 1998, and his second term financial deregulation measures (repeal of Glass-Stegall and passage of Gramm-Bliley Acts) fostered the explosion of derivative securities (subprime mortgage bonds and credit default swaps) and speculative investing in general that led eventually to the 2008 crash.¹⁰¹
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		CHAPTER SIX

		

		Neoliberalism on Steroids: George W. Bush, 2001–2008

		

		With the ascent of George W. Bush to the presidency, the Reagan Neoliberal policy evolution accelerated. G.W. Bush policy was “Reaganomics on steroids”!

		

		Fiscal policy accelerated business-investor tax cutting once again, along with still more war spending, now driven by the US so-called global “war on terror”—first targeting Afghanistan, then engaging in full war against Iraq, with special ops initiatives in scores of countries worldwide.

		

		Bush cut taxes in successive tax legislations passed into law annually during his first three years in office, 2001–03. A tax cut each year resulted in more than $3.4 trillion in tax cuts over the period, 2001–2010. It is estimated that 80% of this accrued mostly to investors and corporations.¹⁰² The wealthiest 1% households would realize tax savings of $1.078 trillion over the decade, according to the non-partisan group, Citizens for Tax Justice.¹⁰³ Other tax cuts targeting the oil and energy industry followed in 2004–05.

		

		But this was not all. More Bush tax cutting followed in 2005, as US multinational corporations were also given an additional legislated windfall: the normal 35% corporate profits tax on their offshore operations was reduced to 5.25% on profits they returned from their offshore subsidiaries. The “repatriation tax cut,” as it was called, was predicated on luring back to the US economy the estimated $700 billion in sheltered profits they were holding offshore at the time—on which they were refusing to pay taxes—and using those repatriated funds to invest in real assets in the US to create jobs and boost US GDP. Only about $300 billion was eventually repatriated at a lowered 5.25% corporate tax rate. But those funds were used mostly to buy back their corporate stock, pay out more dividends to shareholders, or were used to buy up competitors via mergers and acquisitions activity. Little actually found its way into real investment, as the law required as a precondition to the tax cut. The 2005 successful corporate “gaming” of their repatriation tax experience would become a strong incentive for US multinational corporations to propose, and obtain, a similar tax boondoggle in 2017–18 under Trump, but now on an even vaster, multi-trillion dollar scale.

		

		Bush’s final foray in tax cutting occurred in spring 2008, as the US economy was now falling rapidly into recession. A consumer-oriented tax cut of $180 billion was enacted to try to stimulate consumer household spending, now in rapid decline. It failed to have much effect. One reason was the doubling of gasoline and energy prices for consumers at the time, as US oil companies raised prices in response to offshore crude oil producers and oil futures speculators driving oil to $150 a barrel prices. In effect, the consumer tax cuts were simply transferred by market forces to the giant oil companies and their offshore suppliers in the Middle East and elsewhere.

		

		War spending assumed neoliberal dimensions under Bush by ballooning by further trillions of dollars due to the wars in the Middle East, the cost of operations by the newly created $50 billion a year “Homeland Security” department, and untold trillions of dollars more for the expanded informal military budgets of the CIA, NSA, other intelligence agencies, and US military “special ops” after the 9-11 attacks in New York and Washington, DC.

		

		In 2008, Nobel Prize economist George Stiglitz estimated the cost of the Iraq war alone at $3 trillion.¹⁰⁴ He later raised the estimated in 2010 as the conflict and its costs were extended.¹⁰⁵ Moreover, this was for the Iraq war only. Independent academic research by Brown University in the US estimated the true total costs of US post-September 2011 war had accumulated to $5.7 trillion as of November 2017.¹⁰⁶ This included not only US Pentagon and Dept. of Defense war-related spending on “Overseas Contingency Operations” (actual direct war costs of equipment and personnel), but also veterans’ benefits, homeland security, interest on the debt due to war spending, and so on.

		

		Furthermore, the $5.7 trillion still did not include related costs of further US nuclear arms development (located in the US Atomic Energy Agency), costs of maintaining the US’s more than 100+ military bases worldwide, aviation and other fuel-related usage (located in the Energy Dept. budget), costs of the CIA, NSA, and other State Dept. operations. Nor do any of the estimates include what other sources estimate as more than $50 billion a year US spending on “black budget” new weapons development, which never shows up in any official US budget or other documentation.

		

		For the first time in history, the US government cut taxes while it simultaneously raised spending for war. Not even during World War II, when taxes were raised sharply on corporations and the wealthy to a 91% top bracket, while taxes were “broadened” to cover the average worker as well for the first time in 1942.¹⁰⁷ Now, under Bush, both the tax cutting and war spending were occurring at record rates and levels. The consequence was, not surprisingly, record growth of US budget deficits annually. According to the US GDP data, US government “National Defense Spending” virtually doubled under Bush, from $391 billion as Bush entered office in 2001 to $754 billion at the end of 2008.¹⁰⁸

		

		His administration’s annual contribution to the total US national debt as a result of annual budget deficits rose from $133 billion for 2001 to $1.01 trillion for 2008. As a result of surging US annual budget deficits under Bush, US national debt rose from $5.6 trillion in 2000 to $10 trillion when Bush left in 2008.¹⁰⁹

		

		That record rise in both US annual budget deficits and national debt was sustained by the “twin deficits” arrangement originally introduced under Reagan. The US support for China joining the WTO and getting PNTR under Clinton paid off for Bush. China agreed to recycle its growing tens and hundreds of billions of trade deficit dollars back to the US by buying more than a $1 trillion in US Treasury bonds and other securities. Virtually all other US trading partners did the same. The dollar flows back to the US financed the deficits caused by the tax cutting, slow recovery, and spending increases for War and other rising costs of programs like healthcare.

		

		Neoliberal monetary policy of ensuring excess liquidity from the central bank, and a low dollar valuation, also continued under Bush. Since the ascent of Alan Greenspan as Federal Reserve central bank chairman in 1986, the policy had been increasing injections of money by the central bank into the US (and global) economy. It had fueled a bubble in the late 1990s in tech stocks, global currency speculation, and sovereign debt in Mexico and other emerging market economies. In spring 2000, the tech bubble finally burst, setting in motion the eventual recession of 2001 and a faltering recovery in 2002. Bush and Greenspan mutually agreed that year to try to jump start the economy by boosting housing markets still further, even though the housing recovery that began in 1997 was well into the end of its normal growth cycle.¹¹⁰

		

		After 2003, Bush and Greenspan engineered a second artificial boost to housing, as Greenspan lowered central bank interest rates even further, now to a mere 1%. That created another bubble in housing that gave an artificial boost to the economy in 2003, just as the US planned to go to war in Iraq. The housing bubble was also stimulated by widespread financial deregulation under Bush that enabled excess speculative investing in derivatives based on the housing sector and elsewhere in other markets. The housing bubble began to crash in 2006. Deregulation in other financial markets as well as housing linked the two sectors, raising the potential for financial contagion across markets. When the housing bubble deflated, beginning 2006–07, it soon dragged the rest of financial markets with it. Neoliberal financialization and financial sector deregulation thus played a leading role in the housing crash of 2006–07, in the subsequent more generalized financial and banking crash of 2008, and in the eventual “great recession” of the real economy in 2008–09.

		

		Bush free trade and dollar policies were an extension of Clinton’s, just as his fiscal tax and war spending policies were an extension of Reagan’s. Bush pushed Free Trade treaties, negotiating a new deal with the economies of Central America and the Caribbean, called CAFTA.¹¹¹ His administration attempted to expand Free Trade further thereafter throughout the western hemisphere and into South America as well, in a proposed Free Trade of the Americas treaty, or FTAA. That FTAA free trade initiative failed, however, as other South American countries headed off the US effort by forming their own free trade zone first, called Mercosur. Bush retreated after the FTAA failure, negotiating bilateral free trade agreements elsewhere globally, country by country.

		

		Bush administration agreements with Alan Greenspan and the US central bank, to provide ever more liquidity into the economy to keep growth going based on an artificial boost to the housing sector, ensured that excessively low interest rates would in turn keep the valuation of the US dollar low in global markets.¹¹²

		

		Especially aggressive deregulation policy under Bush reflected a return to aggressive neoliberalism on this policy front. The Environmental Protection Agency was a prime target and its budget and spending was gutted by Bush. Alaska was further opened to oil drilling. More federal lands were opened to exploitation by mining, timber, and cattle grazing interests. Bush deregulation also focused on financial deregulation. The door had been opened by Clinton with passage of Commodity Futures Trading legislation. But financial regulation at the state level still posed an obstruction to banking and finance interests in New York, California and elsewhere. Bush brought in a new Treasury Secretary, Henry Paulson, former CEO of Goldman Sachs, to complete the task of financial deregulation by taking on states’ attorney generals who opposed it. Paulson had been in office in less than a year when the financial crash in housing spilled over to the rest of the system. Ironically, he was now “in charge” of re-regulating the banks and mortgage lenders that were collapsing. His slow response and reticence to regulate played a role in the intensification of the financial crisis in 2008.¹¹³

		

		Paulson’s incompetence in the role was perhaps most evident in his handling of what was called the “Troubled Asset Relief Program,” or TARP, in September-October 2008, the worst months of the banking collapse. He demanded $750 billion in bank bailout funding from Congress, but quickly discovered, on calling together the big banks to a meeting at the Treasury, that the bailout would require trillions of dollars, not billions. The $750 billion exacerbated the US budget deficit and debt, but only half of it was ever spent. The central bank eventually assumed the role of bailing out the banking system—at a cost of a minimum $4.5 trillion. Such was the legacy of Bush’s drive to further deregulate the financial sector at the state level, following Clinton’s repeal of the Glass-Stegall Act at the national level.

		

		Bush Junior-era industrial policy focused on privatizing health care and public education, managing the further destruction of defined benefit pensions, attempting to privatize the social security retirement system, preventing adjustments to minimum wages, reducing overtime pay, and the launching of what would soon become a full scale attack on public sector unions. Like Reagan, George W. Bush’s pursuit of neoliberal industrial policy was particularly virulent.

		

		The Clinton policy of allowing corporations to adopt “pension contribution holidays” in the late 1990s had set the stage for a pension bust after 2001. Over 1000 large pension plans were devastated by the 2001 recession and were underfunded by $278 billion by 2003. All defined benefit pensions were underfunded by $600 billion. The Bush administration policy was to let the large corporations dump their pensions on the government agency, the Pension Benefit Guaranty Corporation (PBGC). Steel companies, airlines, and other manufacturing companies shed their plans, leaving workers with less than half of their pensions covered by the government. Companies with plans that weren’t yet in trouble were allowed to suspend contributions to their pension funds for another two years, ensuring their collapse at a late date. Or they were allowed to cover up the problems in their plans by making extreme, fraudulent assumptions about the rate of return on their investments from their pension funds. A so-called Pension Protection Act of 2006 allowed corporations to convert their traditional pensions to “Cash Balance Plans”—a kind of hybrid 401k private pension—and to automatically enroll their workers in private 401k plans. The Bush policy was thus to facilitate the termination of defined benefit pensions and replace them with individualized private-personal pensions. Neoliberal privatization policy was wedded with industrial policy objectives designed to eliminate defined benefit pensions.

		

		Bush similarly tried to push privatization of the social security retirement system. He proposed creating the equivalent of 401ks in the social security system as well, which were called Personal Investment Accounts (PIAs). Workers would be encouraged to take out some of their contributions from the social security system and invest them with private banks. This initiative was beaten back, however. More successful privatization along the same lines was extended to employer-provided health insurance benefit plans. Bush proposed, and Congress in turn passed, what were called Health Savings Accounts (HSAs). It was the equivalent of 401ks for individual pensions. The idea was to get workers to shift from their employer health benefit programs to buy their own privatized health insurance. (The HSAs would serve as a model in some ways for the later Obama-created Affordable Care Act). Bush put a “spin” on all these privatization of benefits initiatives by calling them examples of his proposed “Ownership Society”: own your own pensions, your own health care, part of your social security retirement contributions, etc. Nor did Bush’s privatization offensive stop with health and retirement benefits. Privatization of public education was also promoted with new education proposals, called No Child Left Behind (NCLB) which, among other ideas, proposed creating charter schools.

		

		On the wage front of industrial policy, the federal minimum wage was frozen for the first six years of the Bush administration, at its last increase to $5.15 in 1997. In Bush’s final year in office it was raised to $5.85 an hour. But the $2.15 wage for restaurant and other “tipped” workers remained unchanged. Other wage minimums, like overtime pay, were also cut as part of Bush policy. Millions of workers’ occupations were arbitrarily redefined by the Bush Labor Department issuing new rules in April 2004, listing the additional job classifications that were henceforth “exempt” from coverage from the overtime pay laws, dropping 5.5 to 7 million workers from eligibility for overtime pay as a result.¹¹⁴

		

		A new attack also began to emerge for the first time under Bush targeting public sector unions, which still represented 35% of their work force. Unlike the private sector union membership that had already collapsed to 7%, public sector jobs could not be “offshored” or automated away or reduced as a result of rising trade deficits as easily as private sector manufacturing could. The offensive against public employees and their unions began by targeting public workers’ right to strike, and in particular their often generous pension and benefit plans.

		

		Finally, under Bush concession bargaining by unions in the private sector reached a new level of intensity. Once powerful unions now agreed to “two-tiered” wage schedules in which newly hired workers got paid much less; to the hiring of more temps, outside the union, instead of full time permanent employees; to extending duration of contracts to as much as seven or even ten years with no changes in pay (the traditional average had been three years); to “lump sum” annual bonuses instead of annual wage increases; or to forego normal wage increases altogether in order to use the money to help retain employer health care insurance benefits as the prices for the services rose at double digit rates every year during the Bush period. This diverting of wages to maintain health insurance coverage was called “Maintenance of Benefits” (MOB) bargaining.
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		CHAPTER SEVEN

		

		Neoliberalism on Opioids: 2008–2009 Crash and Obama

		

		Obama ran for the presidency in 2008, the last entry into the race. His financial campaign backers were big capitalists in the US Midwest-Chicago area. He also received significant campaign support from New York financial interests with whom he had made close connections while at Harvard University law school. The US media presented him as a liberal, and even a progressive, but he was neither. He was selected as the best candidate to restore the crisis of neoliberal policy that the 2008 financial crash represented.¹¹⁵

		

		During the 2008 election campaign Obama appeared to be anything but a defender of neoliberal policy: he promised to rescind Bush’s corporate-investor tax cuts, raise taxes on wealthy individuals earning more than $250,000 a year, and end the wars in Afghanistan and Iraq, the savings from which he could use to pay for infrastructure projects that would restore jobs and the US economy. Altogether he estimated he would save $791 billion through reversing the Bush tax cuts and by cutting defense-war spending.¹¹⁶ For union supporters he proposed a “card check” that would allow unions to organize without employer manipulation, delay or intimidation of workers voting for a union. He criticized the NAFTA free trade agreement. He promised to re-regulate the banks and to launch a new program that would reduce the number of Americans not covered by any health insurance benefits, then numbering at least 50 million of the workforce. He said he would stop the privatization of education and protect social security retirement and pension systems.

		

		Immediately after the election, his campaign promise to repeal the Bush tax cuts was shelved. In December 2008 Obama advisors announced the Bush tax cuts would continue another two years, to December 31, 2010, as originally scheduled under Bush. That decision not to rescind the last two years of the Bush tax cuts would cost the government $450 billion in lost tax revenue.

		

		Obama’s January 2009 general economic recovery package was composed of $288 billion more in tax cuts, and again, as had Bush’s tax cuts, they mostly targeted business rather than consumers; another $288 billion was allocated to the States to continue programs that were being unfunded due to the collapse of State tax revenues caused by the recession; and what remained of the $787 billion was earmarked for $100 billion in infrastructure spending that was mostly long term (over ten years) plus other miscellaneous shorter-term spending proposals.¹¹⁷

		

		In January 2009 the US Congress had actually proposed spending $920 billion, adding $33 more billion in consumer tax cuts and more education spending to the original $787 billion. But Obama’s advisor, Larry Summers, a key player in Clinton’s Treasury Department in the 1990s with close ties to the banking industry, convinced the president to reduce that to $787 billion by removing the consumer tax cuts and proposals for more education spending.

		

		The composition of Obama’s initial $787 billion economic recovery program was a problem. It was certainly not a challenge to neoliberal policy but it was a tepid response to the crisis, giving tax money to businesses and investors ($288 billion) and handouts for government spending to those State level Democrat politicians ($288 billion) whose own State revenues were collapsing due to the recession. The 2009 recovery program was thus poorly composed as well as insufficient in fiscal stimulus magnitude given the magnitude of the crisis. Worse, businesses and State governments hoarded most of the $787 billion distributed to them, instead of investing it (business) or hiring more public workers (States) to offset the worst acceleration of unemployment since the Great depression of the 1930s. On a trajectory almost mirroring that of 1929–30, jobs were being lost at a rate of 1 million a month from November 2008 through March 2009. Nor did the projected $100 billion ($10 billion a year on average) in the infrastructure spending projects that were part of the $787 billion make up for it. Spending on infrastructure was very long term and thus had very little, if any, impact on jobs and economic growth in the near term, 2009–10.

		

		By late summer 2009 the US economy was not recovering. Another $75 billion in spending was added to try to boost the auto and housing sectors.¹¹⁸ But the economy continued to grow at less than half that of historical recoveries from recessions, and job losses continued to rise well into 2010. At year end 2010 a special extension of $55 billion more in unemployment benefits was doled out to the additional millions who had lost jobs.

		

		Thus total government non-defense spending in the first two years of the Obama administration added up to $418 billion—composed of $288 billion, plus $75 billion (auto and housing supplements), plus $55 billion (unemployment benefit extensions). However, in true neoliberal tradition the tax cuts in these two years were magnitudes more—in fact five times more. When the Bush tax cuts were set to officially expire in 2010, Obama extended them for yet another two years to 2012—at a cost of another $450 billion. But tax cutting was still not over. As recovery did not materialize in 2010, in December that year business taxes were reduced by another $803 billion.

		

		In just two years, 2009–10, therefore, Obama had cut taxes by more than a cumulative $2 trillion while increasing non-defense spending in his 2009 economic recovery program by $418 billion.¹¹⁹

		

		While the Pentagon budget rose from $450 billion annually to nearly $700 billion under Bush, the Obama Pentagon budget exceeded that of Bush, on average, reaching a level of more than $600 billion a year.¹²⁰ However, Pentagon spending is not equivalent to the US “defense” budget. It is a subset of the defense spending. US spending in the larger budget entry called “national defense” in the US GDP accounts rose from $754 billion to $817 billion during Obama’s first term in office.¹²¹

		

		Nor does the Pentagon $600 billion-plus annual budget include US direct war costs expended in foreign theaters of operation. That’s called “Overseas Contingency Operations” (OCOs) and is separate from the general Pentagon budget. The direct OCO war costs for Iraq for 2009–12 were $227.1 billion, and for Afghanistan-Pakistan, $380.5 billion.¹²²

		

		This is not including the aforementioned additional deferred war related spending that is left out of the Department of Defense-Pentagon annual budgets and OCO spending. These include deferred costs for Veterans, additional military pensions, relevant war-related costs in the FBI, NSA, and CIA budgets, nuclear weapons development spending in the Atomic Energy Agency, development assistance in the State Department, “black budget” secret technology development not recorded in the budget, and interest on the debt associated with defense and direct war spending. US total war-defense spending likely exceeded $1 trillion a year under Bush, but certainly did so under Obama. It has remained over $1 trillion a year ever since.

		

		Obama fiscal policy—consisting of tax cutting, the 2009 recovery program fiscal stimulus, and continued high levels of Pentagon-war spending—ballooned the US Budget deficit for 2009 by $1.413 trillion from Bush’s 2008 deficit of $459 billion.¹²³ In 2010, the US budget deficit was $1.294 trillion. Deficits would continue to exceed trillion dollar levels in 2011 and 2012 as well. Cumulative deficits in Obama’s first term amounted to $5.094 trillion.¹²⁴

		

		In his second term, as the fiscal spending stimulus dissipated and OCO operations costs came down in Iraq from previous highs, deficits eased somewhat. But even more tax cuts were yet to come in Obama’s second term, 2012–16. In December 2012, as his prior two year extension of the Bush tax cuts were coming to an end, the Obama administration concluded an agreement with the now majority Republican US House of Representatives to extend the Bush tax cuts a second time—this time for another ten years and at the cost of approximately another $3.8 trillion.¹²⁵ Thus the total tax cutting under Obama’s two terms was about $5.8 trillion.

		

		In the neoliberal tradition of austerity for social program spending, on the other hand, Obama cut deals with the Republican Congress in August 2011, and then again in January 2013, to cut spending on social programs by trillions of dollars despite the ongoing hardships being faced by large sections of the American public in the wake of the financial crisis. As part of the Budget Control Act of August 2011—i.e. a compromise between Obama and Republicans on the US government debt ceiling—government spending was reduced by $1 trillion, mostly impacting education and other social programs.¹²⁶ An additional $1.2 trillion in cuts was agreed to as part of the Act to take effect in January 2013. Roughly half of that was scheduled cuts in defense spending and the rest on social program spending further reductions. The additional 2013 social program cuts would eventually take effect in 2013–14, while the projected defense spending reductions, which might have made the social cuts more palatable to Obama Democrats, were suspended and did not take effect. In retrospect, it all appeared as a clever bait and switch move by Republicans, for which Democrats—willing to pay any price for a bipartisanship that was impossible—completely fell.

		

		Similarly, whereas Obama’s 2009 recovery program included $787 billion in stimulus, more than $1 trillion was taken back in 2011, and more again after in 2013, in the form of social spending program reductions. This net reduction in social program expenditures amounted to “Austerity American Style,” different in form from European austerity programs at the time but no different in content.¹²⁷ The Budget Control Act of 2011—and the so-called “fiscal cliff debates” in Congress that resulted in more social program spending cuts (but defense spending cuts suspensions)—represents how neoliberal fiscal policy as social program spending cuts worked under Obama. However, even the $1 trillion plus social program spending reductions did not come close to covering the US deficits gap created by Obama’s more than $5 trillion tax cuts. Together the tax cuts, continued defense-war spending, and lagging economic recovery in general resulted in deficits and debt accelerating thereafter to record levels.

		

		Under Bush the gross government debt had risen from $5.6 trillion in 2000 to $10 trillion by 2008. Obama would almost double that, to $19.5 trillion by year end 2016.¹²⁸ During Obama’s eight years in office, the US economy grew by less than 2% in GDP terms per year. In contrast, the US debt rose nearly five times as fast per year, at 8.2%. The Obama debt rise is not surprising, given the more than $5 trillion in tax cuts, nearly $1 trillion in the 2009 recovery package, and nearly annual $1 trillion in defense-war spending of which at least a third to a half represents a net increase in such spending.

		

		The problem is that multi-trillion dollar annual business-investor tax cuts plus multi-trillion dollar annual defense spending is no longer having the economic stimulus effect on the rest of the US economy it once had. In fact, the stimulus is having a declining effect. As economists would say, the “multiplier effects” of the spending, and especially the tax cutting, are less than “one.” The 21st century US economy has changed. Fiscal and monetary policies simply don’t have the effect they once did. And that too is a reason why Neoliberal policy under Obama began “breaking down.”¹²⁹

		

		A second reason is that monetary policy of even ultra low interest rates also no longer has the influence on inducing real business investment it once did. Just as the “multiplier effect” has declined on fiscal government spending and tax cutting, so too has investment become increasingly “interest rate inelastic,” as economists like to say. That means simply that real investment in business equipment, structures, inventories, etc. is not as sensitive to increasing in response to interest rates being reduced. In fact, a given decline in interest rates elicits a lesser and lesser increase in real investment over time.

		

		Under the Obama administration the US central bank, the Federal Reserve, led by Ben Bernanke, reduced rates dramatically—and kept rates excessively low even longer. In response to the 2008 crash, the Federal Reserve reduced its benchmark interest rate—called the federal funds rate—from 5.25% in 2007–08 to 0.25% or even less by summer 2009—and then kept rates there until December 2015.¹³⁰ But that didn’t stimulate bank lending, and in turn real investment, any more than had tax cuts.

		

		Instead of investing in expansion in the US, non-bank corporations borrowed money to invest in emerging market economies outside the US. Or they borrowed to invest in stock and bond markets in the US or globally. Or they borrowed to pay their shareholders more dividends, or to buy up their own stock, or to acquire their competitors. Or else they just hoarded billions of dollars on their balance sheets (or hid them in offshore tax shelters). Little of the low rates and cheap money resulted in the kind of real investment in the US that created quality paying jobs, raised wages, or boosted productivity. And that’s primarily why the “Obama recovery” was barely half of normal post-recession recoveries.

		

		Real capital investment growth rates have been slowing in the US in the 21st century.¹³¹ This slowing real investment has been translating into slowing rates of growth of productivity, which in turn has played an important contributory role to stagnating wage gains. The collapse of productivity post-2008 is approximately the same as that which occurred during the stagnant 1970s. Both decades represent a period of US economic stagnation.

		

		During the 2008–09 banking collapse, the Fed introduced new “tools” to inject money even faster than traditional monetary tools were able to do so. Traditional open market operations, bond buying programs, adjusting bank reserve requirements, and changing the Fed’s discount interest rate were all superseded by the new Fed policy called Quantitative Easing (QE) as the primary tool for providing excess liquidity to the private banks.

		

		By means of QE the Fed in effect “printed” money, albeit electronically, and went directly into markets to buy up bonds—Treasuries, and now corporate bonds as well, for the first time. In its final phase the QE program was buying up bonds at the rate of up to $85 billion a month. The Fed bought the bonds at above market rates from private individual and institutional investors who had experienced a collapse of values for their bonds, especially the privately held toxic “subprime mortgage” variety at the heart of the 2008–09 crash. This is not counting its “rolling over” of bonds that the Fed re-issued when they matured. Discounting that “roll over,” the official bond buying by the central bank amounted to $4.5 trillion.¹³² That’s $4.5 trillion of private corporate and investor debt that the Fed in effect removed from their balance sheets to its own balance sheet—effectively paid off, as far as they were concerned. But the debt itself that was addressed in this manner still remained; it was merely transferred from a private to a (quasi) government entity, i.e. the Fed. And if one counts the bonds bought that matured and were then re-issued (i.e. rolled over), the total private debt assumed by the Fed was likely around $5.5 to $6 trillion.¹³³

		

		In 2013 in Bernanke’s last year in office, an attempt was made to taper off the bond buying and the rollovers. It signaled rising US interest rates. A panic quickly followed in emerging market economies called the “taper tantrum.” Rising US rates meant a rising US dollar—i.e. contrary to neoliberal policy. A rising dollar translates into falling foreign exchange rates and foreign currency values against the dollar. That precipitates capital flight from emerging markets, declining foreign direct investment into the emerging markets, inflation from rising import prices, and recession. It also means that US multinational corporations doing business offshore would take a significant “profit hit” should they converted their foreign-earned currencies back to dollars. Bernanke quickly backed off from his signal to raise rates that the dollar provoked in 2013. Fed rates did not rise in 2013–14 and the taper tantrum tempered.

		

		His successor at the Fed, Janet Yellen, continued the Bernanke monetary policy of QE bond buying and excess liquidity injections throughout 2014–15. Bond buying and the Fed’s balance sheet debt actually rose during her first two years, even as new bond purchases were suspended. As old bonds matured Yellen continued to roll over and re-issue them. That kept the Fed QE and balance sheet debt at $4.5 trillion level into 2016. Fed rates remained near zero as well for 2014–15. Not until late into 2016 did the Fed begin to shift its monetary policy and allow rates to rise slowly. By then it was apparent the “elasticity” of the low rates was having barely any effect on real investment or productivity and real economic growth—all of which were continuing to slow.

		

		Six years of near zero rates, 2009 through 2015, were also causing instability in financial markets, by artificially boosting stock and bond markets. Corporations were borrowing massive amounts of new debt by issuing corporate bonds—the proceeds from which they were using to pay shareholders record dividends and with which they were buying back their own stock at record levels. Stock buybacks and dividend payouts exceeded $1 trillion a year for five years, 2013–17, during which Fed rates were near zero and US corporate bond issues attained record levels.¹³⁴ Major distortions of financial and capital markets were now occurring due to the extended Fed experiment with QE and near zero rates for six years. The paucity of positive effect on real investment and growing negative financial instability meant the Fed faced a growing contradiction. It had to shift from neoliberal low rates and low dollar monetary policy and begin raising rates, which it commenced to do in 2016 until late 2018.

		

		Fed policy under Obama after 2015 thus reverted back to pre-2008 crash policy. Fed interest rates would rise again, on track to precipitate another crisis as Fed rates did in 2007–08 as they hit 5.25%. However this time, Fed rates would not have to reach 5.25%. Well before that, Fed rate hikes by late 2018 precipitated another financial market mini-crash as US stock markets plummeted 30% in November-December 2018. This time the fed funds rate threshold provoking financial instability was only 2.375%.

		

		A significant characteristic of monetary policy under Obama was that the central bank accelerated neoliberal excess liquidity provisioning, and thus generated excessively low interest rates and low dollar exchange rate. Fed interest rates were kept near zero for another six years after the 2008–09 recession. This was well after the US banks were effectively bailed out around 2010 and did not need the liquidity from the Fed. After 2010 the Fed no longer functioned simply as “lender of last resort” (i.e. bailing out banks in crises), but had expanded its list of functions to experiment with QE-based direct subsidization of bank profits.¹³⁵

		

		But subsidization of corporate profits via QE, massive business-investor tax cuts, and chronic high levels of war-defense spending are not the only means by which neoliberal policy boosts business profitability. The government’s support for reducing costs of production (and thus helping profit margins as well as after-tax profits or return on capital) is another hallmark of neoliberalism—which brings the narrative to the subject of Obama-era Industrial Policy.

		

		The Obama industrial policy also continued in the Neoliberal tradition—although not pursued as aggressively as had Reagan and George W. Bush. Anti-union policy was more a policy of neglect, allowing private and business sources to continue to drive the anti-union offensive, which was now increasingly targeting the remaining bastion of union membership, the public worker unions.

		

		Although the teachers unions had endorsed and actively supported Obama’s elections in both 2008 and 2012, his education policy was to promote and push for charter schools—a policy that reduced public teachers’ union membership and siphoned off public K-12 funding from the public school systems. During elections Obama repeatedly declared he was for public employee unions. But when mass public worker demonstrations and sitins erupted in Wisconsin in 2011, as public workers fought to defend their collective bargaining rights from its new anti-union Republican governor, Scott Walker, Obama remained publicly silent throughout the entire conflict.¹³⁶

		

		As for unions in the private sector, Obama garnered significant union labor support during his 2008 election by proclaiming he would act to restore fairness to union organizing by proposing legislation for what was called the Employee Free Choice Act.¹³⁷ But once elected, he never raised or promoted the bill, which lay in his bottom desk drawer throughout his term, as they say. Nor did Democrats in Congress support the legislation except by lip-service—despite having a supermajority in both houses of Congress in 2009–10. They refused to even vote to bring the Employee Free Choice Act out of Congressional Committees for a floor debate.

		

		Union membership in the private sector at the end of Obama’s first term in 2012 had fallen to 6.7% and overall membership including public employees to 11.3%—a decline from 11.8% the year earlier.¹³⁸ By the end of Obama’s second term, union membership had fallen further in the private sector to 6.4% and 10.7% overall.¹³⁹

		

		Workers’ real weekly earnings fared no better under Obama. When taking office in 2009, real median earnings for the 105 million US production and salary workers was $340; by the end of Obama’s first term, 2012, only $334, and by the end of his second, 2016, $348.¹⁴⁰ In other words, after inflation paychecks for 111 million workers had risen by only $8 a week or in percent terms, only .02%. And since this data refers to full time employed and excludes the part time, temp, and otherwise contingent jobs which were growing faster than full time, and receiving typically 50%–70% of full time, the .02% wage stagnation was in reality a wage contraction during the Obama years. Jobs may have been added under Obama, but they were low quality jobs—meaning full time jobs with no pay increase and part time, contingent jobs with less pay. It’s not surprising that working class voters abandoned the Democratic Party en masse in the 2016 elections.

		

		With regard to neoliberal regulatory and privatization policies, the Obama period produced weak and ineffective re-regulation of the finance and banking sector (Dodd-Frank Banking Act), while it promoted privatization of the health insurance industry and health care sector with the passage of the Affordable Care Act (aka “Obamacare”).

		

		With regard to privatization, the Affordable Care Act (ACA) should be understood as not simply an attempt to reform the US healthcare system that was leaving more than 50 million workers without any access to health insurance and therefore healthcare services, apart from hospital emergency rooms. The ACA represents neoliberal privatization as well. Instead of proposing the Democrat program of the 1960s—Medicare for All and not just senior citizens—Obama would not even allow Medicare for All to be raised for discussion in the debates in Congress on how to reform the health care system. The ACA was fundamentally a “health insurance company subsidization” act. It cost $900 billion a year and provided new coverage for only around 15 million of the uninsured. On the other hand, it did provide bare-bones health coverage for the working and non-working poor under what was called the Medicaid program (not to be confused with Medicare, a program for senior citizens). But despite the Medicaid provisions, the ACA was, and remains, in essence a healthcare privatization solution in which individuals were required to go into the private insurance marketplace to purchase health coverage. It is therefore well within the Neoliberal policy tradition.

		

		Where the ACA broke with neoliberalism, in part, was in its effort to regulate, not deregulate, the broken US healthcare system. It also had the contradictory element of raising significant taxes on the wealthy and businesses in order to subsidize lower income households’ purchase of private insurance coverage on the open markets via insurance exchanges. The taxation element of ACA amounted to $592 billion over a decade—a not inconsiderable sum. That taxation was a key instigator of organized opposition to the ACA. Business interests and wealthy individuals with far right wing ideology financed opposition to the ACA and have sought to undermine it since 2010.

		

		Another aberration in Obama neoliberal policy on the regulatory front was the banking regulation act called the Dodd-Frank Act—also passed in 2010. Although a weak bank reform act from its inception, banking interests in particular disliked several sections of the Act. The provision that prohibited banks from trading directly in derivatives was strongly opposed by the banking industry, as was the provision identifying many of them as Systemically Important Financial Institutions, or SIFIs. SIFI’s were required to hold excess capital in case of another crisis. A third area of banker, and general business, opposition to Dodd-Frank was its creation of a Consumer Protection Bureau, which allowed consumers to sue banks and retrieve monies that banks in effect stole from them during the banking crisis, and after. Dodd-Frank passed in 2010 in a vague general form. The Obama administration then allowed an unprecedented four more years for banker and business commentary and opposition to the proposal before many of the provisions could take effect in late 2014. Bank lobbyists were thus given four years more to chip away and defang the Act, which they did.

		

		Both the ACA and the Dodd-Frank Act were a mere skeleton of what was intended by the end of the Obama administration. It didn’t take much to dismantle what was left when Trump took office in 2017.

		

		Like war-defense spending, and chronic business tax cutting, free trade and a weak dollar are cornerstones of Neoliberal policy. Like all his predecessors from Reagan to George W. Bush, Obama had always been an ardent supporter of free trade. Even though during his election campaign he promised to renegotiate the NAFTA agreement,¹⁴¹ within days of taking office, his advisors retreated on that campaign promise, as with many others. Obama went on to sign several bilateral free trade agreements with various Asian and Latin American countries. He pushed through three notable free trade agreements in 2011 left over from the Bush era—with South Korea, Panama, and Colombia—and proposed to sign at least a dozen more.

		

		At the time he declared he would double exports by 2015. US exports in 2011 were $2.106 trillion. By 2015 they had only risen to $2.264 trillion.¹⁴²

		

		In his second term in office, Obama became an even stronger advocate and promoter of the multi-lateral free trade deals on a global regional scale: the Transpacific Partnership (TPP) free trade agreement at the end of his term, as well as a European-area version called T-TIP, or TransAtlantic Trade and Investment Partnership. This aggressive support of free trade by Obama, as wages stagnated and higher paying manufacturing jobs continued to be offshored throughout his term, played a major role in the defeat of Democrat Party candidates, including presidential, and the rise of Trump.

		

		Obama’s policies produced an ineffective economic stimulus, resulting in recovery from the 2008–09 great recession at a rate of growth barely half that of prior recoveries. They provided businesses and investors with a mountain of tax cuts, leading to deficits and debt that exceeded even those of Obama’s predecessor, George W. Bush. Eight years of virtually free central bank money only enriched financial speculators and generated trillion dollar annual dividend payouts and stock buybacks. Trillions more were diverted to offshore investing and mergers and acquisitions. The neglect of unions and workers’ rights gave a green light for businesses and right wing politicians to go after unions and attack public workers’ pensions. Meanwhile, real weekly earnings of 100 million working and middle class households stagnated officially and in fact actually declined.

		

		If George W. Bush policy represents Reagan Neoliberalism on steroids, then Obama policy may perhaps be described as Neoliberalism on opioids.
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		CHAPTER EIGHT

		

		Trump’s Neoliberalism 2.0 Restoration

		

		Trump’s election and his economic policies that have followed are best understood as a reaction to the Neoliberal policy regime’s failure under Obama to successfully address the economic crisis of 2008–09, both domestically and globally. Furthermore, Trump’s attempt to resurrect Neoliberalism has more in common with the original neoliberal project initiated by Reagan: i.e. in both cases, their economic policies represent an attempt to confront a preceding period of extended stagnation of the US economy. With Reagan, the 1970s economic stagnation and crisis; with Trump, the weakest recovery from recession in the past fifty years that occurred 2008–2016.

		

		It remains to be seen, however, whether Trump can still succeed in resurrecting neoliberal policies by restoring to full effect the following twelve hallmark characteristics of neoliberal economic policy:

		

		•significant expansion of US war-defense spending;

		

		•subsidization of investors’ and businesses’ profits via business-investor tax cuts;

		

		•shifting of total tax burdens to payroll taxes and other regressive taxes;

		

		•reductions in social program and social benefits spending;

		

		•restructuring of external trade and currency relationships with US global capitalist competitors, allies and adversaries alike;

		

		•expansion of free trade treaties, whether multilateral or bilateral;

		

		•long-term low dollar exchange rate to maximize profits of US multinational corporations’ offshore operations and competitiveness of US corporate exporters;

		

		•continuation of the “twin deficits” solution to enable financing of ever larger US budget deficits and national debt;

		

		•continuation of central bank policies ensuring chronic low interest rates via traditional bond buying operations, and/or Quantitative Easing (QE), to subsidize profits of the private banking system and financial markets;

		

		•expansion of industry deregulations and privatizations of public goods, services and programs;

		

		•destruction of unions and collective bargaining to compress nominal wage and negotiated fringe benefits;

		

		•wage compression by means of delay of minimum and protective wage legislation inflation adjustments, by encouragement of growth of contingency labor employment, by offshoring of jobs, by encouraging displacement of labor with capital by automation, and by policies permitting importation of lower-paid skilled labor by H1-B and L1-2 visas.

		

		These are the major policy offensives that together have defined the US neoliberal policy regime since 1980. They are policies that in turn have facilitated the induced restructuring of US capitalist economic relations in the Neoliberal era—with both other capitalist economies as well as with US domestic non-capitalist groups and classes. Not least, they are also the policies that brought about the deleterious conditions faced by large masses of working people, which were responsible for Trump’s election victory.

		

		After nearly three years of Trump policy initiatives it is evident that several of the key elements of neoliberal economic policy have been successfully resurrected and restored by Trump after the crisis of neoliberal policy experienced post-2008. These are:

		

		•business-investor tax cutting,

		

		•defense-war spending escalation,

		

		•industry deregulation and privatizations, and

		

		•labor compensation compression and union destruction.

		

		The restoration of other neoliberal elements is a work still in progress:

		

		•the restoration of chronic low interest rates (i.e. central bank monetary policy) and

		

		•ensuring a low US dollar valuation (i.e. exchange rate policy).

		

		But still other neoliberal policies thus far have been proving difficult for Trump to restore. These include, in particular:

		

		•deep cuts to entitlement and other social program spending,

		

		•the restructuring of US trade relationships, and

		

		•ensuring the continuation of the “twin deficits” solution required to continue to successfully finance US budget deficits and the US national debt.

		

		Trump’s failure to restore neoliberal policy across all these fronts simultaneously is in part due to the fundamental contradictions between the four dimensions that constitute the Neoliberal policy mix and regime—i.e. fundamental contradictions that lie at the heart of the neoliberal policy regime itself.

		

		But Trump’s failure to date is not due alone to these fundamental contradictions between Neoliberal policies. It is also due to the resistance, both domestic and foreign, that Trump’s attempted restoration has been generating, both home and abroad. Trump has launched a more aggressive, virulent form of neoliberalism in his effort to continue an ultimately untenable neoliberal policy regime for yet another decade. Hence, it’s a nastier, 2.0 version, introduced in the increasingly desperate effort to overcome the neoliberal contradictions and the resistance to it.

		

		Trump’s more aggressive, nastier form of Neoliberalism requires not only launching new neoliberal initiatives—like global trade restructuring—but also requires fundamental structural change in US political-governmental institutions and US political culture. Political change under Neoliberalism is thus necessary in order to achieve more aggressive economic policy objectives.

		

		In other words, just as Neoliberal policy evolution drives economic restructuring, and economic restructuring requires ever more aggressive Neoliberal policy—so too does Neoliberal policy in turn drive political restructuring in order to address the resistance to its continuation as it becomes more virulent and aggressive.

		

		Late stage neoliberal evolution thus requires a change in the relations within and between formal US government institutions (Congress, Executive, Judiciary), between the electorate and those institutions, within and between traditional political parties, and between new political rules and norms and traditional civil liberties and democratic practices protected by the Bill of Rights. Change in international political institutions is also driven by the effort to make way for, extend and expand Neoliberalism. Institutions like the IMF, World Bank, NATO, G7, G20, and national security arrangements among US and its allies, etc., become targets for restructuring by the US as the American empire reacts to its waning influence and power on the global stage.

		

		The initial chapters of this book addressed the relationship between economic restructuring and the four dimensions of Neoliberal policies, and how that relationship is necessary to understand the full scope of the meaning of Neoliberalism. Subsequent chapters then discussed how the US Neoliberal policy regime itself has evolved and changed from Reagan through Obama.

		

		This chapter will focus on the evolution of the four main dimensions of neoliberal economic policy under Trump—describing its successes and its failures to date.

		

		In the concluding chapters that follows, the focus shifts to the political restructuring evolving in recent decades—and now accelerating under Trump—and thereafter to a discussion of the more fundamental material forces emerging today that will inevitably drive Neoliberal economic and political change in the decade ahead intensifying its contradictions and further driving political change. Whether Neoliberalism evolves into an even more aggressive form in the 2020s, or whether its inherent contradictions thwart that evolution will depend on the growing resistance to it, both at home in the US and abroad.

		

		Neoliberal Fiscal Policy

		

		During his 2016 election campaign Trump promised to cut taxes on businesses, investors and the wealthiest households. In a February 2016 debate with other Republican candidates he proposed more than $5 trillion in tax cuts over and above preceding tax cuts by George W. Bush and Obama. Trump’s tax proposals targeted wealthy individuals and businesses. He proposed reducing the personal income tax top rate from its current 39.6% to 25% and the corporate top tax rate from 35% to 15%. He also proposed eliminating the estate tax and Alternative Minimum Tax on the wealthy, as well as the 3.8% tax on wealthy investors that was a significant funding source for the ACA “Obamacare” health program. In neoliberal fashion, he delivered—and then some.¹⁴³

		

		Once elected, the Trump tax proposals were crafted behind closed doors by his Treasury Secretary, Steve Mnuchin, and the director of his economic council, Gary Cohn, both former senior managers of the giant investment bank, Goldman Sachs. The details of the Trump tax bill were kept a close secret known only to a few in Congress, until they were brought to a vote in Congress, and rammed through at the last minute before Congress adjourned for the December Christmas 2017 break.

		

		The 2018 Tax Cuts: Not 1.5 but $4.5 Trillion

		

		In mid-December 2017 the Trump tax bill was passed. Immediately Mnuchin claimed it amounted to only a $1.5 trillion tax cut.¹⁴⁴ The mainstream media publicized the downsized estimate of the cuts accruing to business, investors and the wealthy. But in actuality, their tax cuts amounted to $4.5 trillion, i.e. nearly the $5 trillion Trump had promised during his 2016 election campaign.

		

		Trump’s tax act, passed by the Republican-controlled Congress quickly and with little debate in December 2017, called for $1.5 trillion in tax hikes on the middle and working classes, achieved by closing deductions for mortgages, state income taxes, exemptions, and scores of other previously allowed middle-class tax-filing benefits. This reduced the tax cut to a $3 trillion net tax cut, which was then reduced to $1.5 trillion by the Trump administration’s absurd assumption that US economic growth would surge over the next decade due to the tax cuts, thereby producing an additional $1.5 trillion in new tax revenues. This absurd assumption of $1.5 trillion more tax revenue required uninterrupted US GDP growth of 3.5–4% every year for the next ten years. That meant no US recession during the coming decade, 2018–2028, even though the average duration between recessions in the US was 7–9 years, and by 2018 when the Tax Act would take effect, already nine years would have passed since the prior recession of 2008–09.¹⁴⁵ Both Mnuchin and Cohn echoed the ridiculous assumption of nearly 20 years without a recession. As they announced at the time, “We’re going to easily see 4 percent growth next year.”¹⁴⁶ These two sets of figures were used to project what was actually an erroneous, low-ball estimate of the tax cuts’ impact on the US budget deficit.

		

		Trump himself later revealed that he (and others) knew full well that the tax cut for owners of capital was nearly $5 trillion. Although curiously not picked up by the mainstream media, in a speech to the American Farm Bureau Federation’s convention in early January 2018, as the Tax Cut was signed into law, Trump proclaimed to his audience the tax overhaul would cut taxes by even more than our estimate of $4.5 trillion. To quote Trump himself: “It’s a total of $5.5 trillion in tax cuts.”¹⁴⁷

		

		The details of the tax cut show how, both in magnitude and composition, the Trump tax cuts on capital incomes far exceeded those by George W. Bush, Obama and Reagan. To note just a few of the more generous provisions:

		

		•The corporate top tax rate was reduced from 35% to 21% and individual income tax top rate from 39.6% to 37% (lost tax revenue cost: $1.4 trillion).

		

		•For the next five years, all business investments in equipment were now fully depreciable in the first year (cost: $500 billion).

		

		•The Alternative Minimum Tax on corporations was ended altogether and the individual AMT cut drastically: of the 4 million taxpayers earning more than $500,000 a year who were previously subject to the tax, 3.88 million will no longer have to pay anything (cost: $340 billion).

		

		•The Estate or Inheritance Tax, which previously applied to only 5,300 very richest families (that’s 5,300 out of 2.7 million deaths a year in the US), was cut to only 1,700 super rich and now covers only 0.1% (cost: $238 billion).

		

		•Another massive tax cut applied to non-corporate businesses, called the “pass through” provision. Previously also taxed at 39.6%, non-corporate businesses now pay no taxes on the first 20% of their taxable income—thus in effect reducing their personal income tax rate from 39.6% to 29.6%.(cost: $500+ billion).¹⁴⁸

		

		But the biggest tax cut would accrue to US multinational corporations. The Fortune 500 largest US corporations alone were estimated to have diverted $2.6 trillion of profits from or to their offshore subsidiaries (or by relocating their corporate headquarters offshore), and had refused to “repatriate” the profits to the US and pay what was then a 35% tax rate.¹⁴⁹ If all US multinational corporations are included—not just the 500 largest—the total offshore undistributed untaxed profits was easily $4 trillion. Their total effective taxes even before the Trump tax cuts “have fallen 9 per cent since the global financial crisis.”¹⁵⁰ Under the new Trump tax provisions, however, instead of paying a 35% corporate tax, US multinationals now can “repatriate” the $4 trillion and pay only a tax of 8% to 15.5% on already accumulated offshore cash and liquid assets and no profits tax on future offshore profits earned (cost: $2 trillion over decade).¹⁵¹

		

		These calculations for multinational corporations are carefully ignored by the corporate media. The big beneficiaries of the Trump tax cuts would clearly be the US multinational corporations that have been shifting their profits offshore and stashing them there to avoid taxation for years. Especially abusive have been the tech companies, big banks, pharmaceuticals, and energy companies.

		

		Latest data for 2019 show that US multinationals have repatriated only $776.51 billion of that $4 trillion stuffed offshore, paying only 8% to 15.5% on that total, instead of 35%. That’s a savings in taxes of at least 24% of that $776.5 billion, or in other words $186 billion.¹⁵² And that’s only for 2018. From 2019 on they won’t have to pay any tax on the remaining $3.24 trillion of 2018 profits that they left offshore. At a former 35% tax rate, that’s a further tax cut of more than $1 trillion. That’s now tax free. And so will be whatever future profits they earn offshore through 2027 (as well as what they earn in the US but cleverly divert to offshore subsidiaries to continue to avoid taxation) since offshore profits are no longer taxable under Trump. In other words, Multinational US corporations get a $1.2 to $2 trillion or more tax cut from the Trump 2018–27 tax cut act.

		

		The Independent Tax Policy Center estimated that only 10% of the Trump tax cuts would go to middle class households earning less than $100k a year.¹⁵³ Clever manipulation of the tax effects as well means that tax cuts for middle class individuals would phase out by 2025 while corporate and business tax cuts would continue. And the individual tax cuts were also “front loaded” for 2018–19. Front-loading and payroll tax deduction changes in 2018 would make it appear middle and working class families were also sharing in the overall tax cuts.

		

		However, the wealthiest 1.1 million US “tax units” (wealthiest 1% households) would receive a first year tax cut of $51,140 in 2018 rising to $61, 090 by 2025. In contrast, the bottom 60% of the US income distribution would get a $70 to $900 initial tax cut, but then see their taxes start to increase by 2025.¹⁵⁴ As the New York Times concluded, “92% of families whose incomes put them in the top 0.1 percent of the country would get a tax cut averaging $206,280,” while “nearly 70% of the families with incomes of between $54,700 and $93,200 a year would pay more in taxes than they would under current law.”¹⁵⁵

		

		Months after the tax cut Trump signaled he planned to propose to make the tax cuts permanent beyond the 10-year term. That meant continued tax cuts for business and the wealthy and continued tax hikes for the middle and working classes.¹⁵⁶

		

		Tax Cuts That Don’t Create Jobs

		

		Trump, Mnuchin and beneficiaries of the Trump tax cut claimed that it will mean a surge in US real investment, jobs, and thus a record boost to US GDP. But “just 14% of CEOs surveyed by Yale University said their companies plan to make large, immediate capital investments in the United States following tax reform.”¹⁵⁷ Moreover, a respected academic study by Dhammika Dharmapala of University of Chicago, done for the National Bureau of Economic Research, concluded that forecasts of massive repatriation of money by US multinational corporations resulting in domestic investment is fictional. His analysis of the similar 2004 repatriation tax cut under Bush revealed that “after companies brought back cash during a tax holiday in 2004, they spent 79 cents on every dollar on share repurchases and 15 cents on dividends.”¹⁵⁸

		

		What effect then did Trump’s tax cut, which boosted corporate profits in 2018 by more than 22% alone, have on US business investment in the first full year (2018) of the tax cuts? And how much effect did US multinational corporations’ eventual repatriated $776 billion (of their offshore cash hoard of $4 trillion) have on US investment in 2018 as well? And what are the trends in 2019? In other words, how much effect have the tax cuts had, and continue to have, on investment, and in turn on job creation from that investment?

		

		There are two key economic indicators that measure investment. One is called Capital Expenditures (Capex). The other is called net private fixed Investment. Both indicators show virtually no change in the wake of Trump’s January 2018 tax cut; and since late 2018 they have begun to slow dramatically.

		

		For more than half a century, from 1947 through the 1990s, private fixed investment rose annually around 8%–10%, peaking at 10.9% in 1998 as the tech boom took off. It was still 8% in 2006 before the 2008 crash. It continued to lag behind historical averages under Obama. Trump in 2016 promised an investment boom from his tax cuts, eventually passed in December 2017 and signed into law in January 2018. After giving an initial boost to investment, however, the cuts’ effect on investment quickly dissipated. As Rebecca Karnovitz, a lead analyst with Moody’s Investors Service, predictably foresaw in January 2018: “We do not expect a meaningful boost to business investment because U.S. nonfinancial companies will likely prioritize share buybacks, M&A, and paying down existing debt. Much of the tax cut for individuals will go to higher earners”—75% of the tax cuts go to those earning annually more than $200K in taxable income, according to Karnovitz.¹⁵⁹ And, as the following sections of this chapter will show, most did go into buybacks, M&A, and other speculative uses apart from actual investment. “Mr. Trump managed investment growth of only 6.9% in 2018 and the rate is drifting downward again, not least thanks to Mr. Trump’s antitrade policies.”¹⁶⁰

		

		In the fourth quarter of 2018 investment growth by the F500 had fallen to a 5.4% growth rate low. And in the subsequent first quarter of 2019 it fell further to only 2.7%.¹⁶¹ The trend worsened still further thereafter. In the second quarter of 2019, the most recent available data, business investment in equipment, structures, software, etc., began to actually decline into negative territory, at -0.5%.¹⁶²

		

		The other indicator and measure of investment, Capex, showed the same rapid decline of investment in the wake of the Trump tax cuts introduced January 2018.¹⁶³ After growing 11% in 2018, in 2019 the forecast is for US capex to grow only 3.0%, according to S&P Global data published in June 2019.¹⁶⁴

		

		In short, Trump’s tax cuts have been a bust so far as investment is concerned. Trillions of dollars of tax cuts for investors and businesses, were exchanged for a very brief uptick in investment that quickly dissipated by the end of 2018 and fallen by summer 2019 to near zero or sub-zero levels. The data show, moreover, that the corollary Trump promise that tax cuts would boost not only investment, but also jobs, is so much additional supply side economics ideological exaggeration. Unless of course one believes that reducing investment leads to job creation!¹⁶⁵

		

		Noting the IMF’s recent Global Financial Stability Report of June 2019, business columnist, Gillian Tett, summed it up succinctly: “as the IMF report notes: “Strong profits in the United States were used for payouts and other financial risk taking.” But not, it seems, for lots more investment.”¹⁶⁶ How much payouts and how much financial risk taking?

		

		The $8 Trillion Stock Buybacks/Dividend Bonanza

		

		True to historical precedent and as foreseeable, the Trump tax cuts were employed largely by businesses to buy back their stock, pay out record dividends, fund mergers and acquisitions with their competitors, or pay down previous debt before the next recession.¹⁶⁷ The cut in the nominal corporate top tax rate from 35% to 21% was estimated to boost average profits by 10% to 30% depending on the industry, and the S&P 500 largest companies by 18%, in 2018.¹⁶⁸ Much of that profits windfall, however, was scheduled for buybacks, dividends, M&A, debt repayment, and other business allocations.

		

		After five consecutive years of total buybacks plus dividends approximating $1 trillion a year under Obama, estimates in 2018 were for buybacks + dividends to rise to $1.2 to $1.3 trillion.¹⁶⁹ And as it turned out, buybacks for the Fortune 500 companies alone amounted to $798 billion—accelerating in the fourth quarter 2018 to $225B.¹⁷⁰ Dividend payouts were additional. Fortune 500 company dividend payouts in 2018 amounted to another $456 billion—for a total of buybacks-dividends of $1.25 trillion in 2018.¹⁷¹

		

		As one business press commentator put it, “the 2018 buyback and dividend spree brings the total since 2009 to just under $8Tn…almost equal to the value of all the gold ever mined, the World Gold Council says.”¹⁷²

		

		But the record $1.2 trillion combined buyback-dividend payouts in 2018 is on track to be broken in 2019. First quarter 2019 buybacks were forecast at $223 billion for F500 corporations alone. However, the Federal Reserve decided in June 2019 to allow big US banks to buy back more stock and pay out more dividends in 2019, a right previously denied by the Fed to ensure the banks retained a sufficient money capital buffer in the event of another financial crisis. Discontinuing this requirement is in keeping with the spirit of Trump’s general and continuing banking deregulation policy. US Banks will now have less money capital on hand should a financial crisis again occur as in 2008. But bank shareholders will reap hundreds of billions of dollars more in stock buybacks in 2019.

		

		After the Fed decision, the four largest US banks announced they would increase buybacks by $105 billion in 2019 (plus pay more dividends the amount yet to be determined). For the 35 largest banks previously prohibited from buying back their stock or increasing their dividends, the increase in total additional US bank buybacks in 2019 may therefore easily exceed $200 billion.¹⁷³ The likelihood of hundreds of billions of dollars in record bank buyback-dividends is high, moreover, given that the “big 5” US banks—Bank of America, Citigroup, Goldman-Sachs, Chase, and Wells Fargo—have enjoyed a cut in their corporate tax rate of 35% to rates of just 15% (Chase) to 17%–18% (Wells, BofA) in 2018–19 from the Trump tax cuts.¹⁷⁴

		

		Adding the banks’ new contributions to the general buybacks trend means last year’s $1.25 trillion buyback total will rise to $1.1Tn for just the F500 companies. The $450B in 2018 dividend payouts will likely rise by a similar proportional amount.

		

		Total combined buyback and dividend payouts for 2019 could thus exceed $1.5T.

		

		While that $1.5Tn covers just the largest 500 US companies, totals for the largest 3000 or 5000 US companies are not available, but undoubtedly this would add hundreds of billions more to the $1.5 trillion. The total grows further globally if European, Japanese, and other corporations are included—for the corporate money spigot showering historic wealth on shareholders, mostly the wealthiest 1% households and institutions, is not just a US phenomenon. It’s a defining characteristic of 21st century Neoliberalism on a global scale.

		

		Neoliberal tax policy from Reagan to Trump has served to provide periodic, massive profit windfalls to US businesses and investors. That’s the primary function of neoliberal tax cutting. From Reagan’s massive 1981–82 tax cuts throughout his first term, to Clinton’s 1997–98 cuts, to George W. Bush’s $3.7 trillions, to Obama’s more than $5 trillion (extending Bush cuts in 2010 and again in 2013 plus adding more of his own in 2009–10), to Trump’s latest $4.5 trillion, the aim of neoliberal tax policy has been to provide a massive windfall to businesses, corporations, investors and the wealthiest 1% households, on an historic scale never before seen or perhaps even imagined!

		

		Much of the tax cuts windfall did not flow into real investment or jobs, but was diverted to financial markets in the US and abroad, or to finance offshore emerging markets expansion to the benefit of US multinational corporations, or to directly buy back stocks and pay out dividends at record levels. But not all. Trillions of dollars that accrued to corporations were also used to acquire competitors, in the process fueling record mergers and acquisitions (M&A) activity, especially after 2008–09.

		

		The M&A Bonanza

		

		Accelerating mergers and acquisitions (M&A) spending is also a major consequence of the windfall profits created by the Trump tax cuts. Spending by corporations on M&A in 2018 was projected to exceed more than $3.5Tn.¹⁷⁵ For the first quarter of 2019 alone, M&A “deals worth $927 billion have been agreed so far, according to data provider Refinitiv…up 22% from the final quarter of last year.”¹⁷⁶

		

		Mergers and Acquisitions spending represents no boost to the real economy whatsoever. In fact, it often leads to job and supplier cuts that produce less spending in the economy. But M&A does provide another source of stock price appreciation, and thus boosts financial markets and income to investors. A company about to be acquired almost always experiences a nice escalation of its stock price. It is a form of “indirect buyback,” in other words. But it adds little to nothing to real GDP and the overall real economy, if not actually contracting that economy.

		

		There’s also a secondary negative effect. To the extent that available investment money capital is directed into M&A activity, it may represent investment capital that otherwise might have gone into real investment (i.e. expanding production, plant, equipment, structures, etc.). So M&A has the effect of shrinking real investment as well, and thereby slowing growth in the real economy even further.

		

		Tax Cuts-Monetary Policy Nexus

		

		It is important to note that the role of neoliberal tax policy in boosting profits, and in turn buybacks and dividends, has been amplified by neoliberal monetary policy.

		

		Just as tax cuts fueled buybacks and dividends, so too has central bank monetary policy. This has been true for most of the period since 1985, but especially after 2008. By injecting trillions of dollars in free money into the banks via Quantitative Easing (QE) and other monetary tools, the Federal Reserve drove down interest rates to near zero and kept it there from 2009 through 2016. Most of the time rates charged to banks by the Fed were a mere 0.15%.¹⁷⁷ The near zero rates resulted in US corporations being able to raise additional trillions of dollars by issuing new corporate bonds, for which they now had to pay a pittance in interest to the bonds’ buyers. A good part of the trillions in additional cash raised from bond sales they then redistributed to their shareholders as buybacks and dividends—just as they had done with the tax cut windfalls. So it wasn’t just record profits from tax cuts that resulted in $8T in combined stock buybacks-dividends through 2018; corporate borrowing and debt financed the buybacks and dividends as well. Apple Corp was a notorious example of this practice. Although it had $250 billion in cash on hand (95% of which it kept offshore in subsidiaries to avoid paying taxes), it still borrowed tens of billions by issuing bonds which it then used to pay for the tens of billions of buybacks-dividends it had already distributed to its shareholders. Thus Apple borrowed money, for which it hardly paid any interest, in order to enrich its shareholders further and which enabled it to continue to sit on its $250 billion cash hoard (95% of which it held offshore).

		

		So Neoliberal tax policy and Neoliberal monetary policy (i.e. keeping interest rates low) converged under Trump once again—after having briefly diverged in the final year of the Obama administration, 2016, and then been delayed for the first two years of the Trump administration as the Fed briefly embarked on raising rates contrary to Neoliberal policy.

		

		Neoliberal policy in general—across all its four major dimensions of Fiscal, Monetary, Industrial, Trade/External—is about subsidizing capital incomes and profits in multiple ways. Tax cuts for businesses, investors, and the 1% is but one major way to subsidize capital incomes. Engineering artificially low interest rates for long periods by the central bank is another. Industrial policy also plays its part, by compressing labor costs in multiple ways. So too does trade-external policy, by shifting costs from US corporations to their foreign capitalist competitors.

		

		Trump’s Latest Tax Cut Initiatives

		

		Trump’s tax cutting to benefit capital incomes is far from over, it appears. As 2019 ends, new plans were announced by the administration, with endorsement and support in the Senate, to make Trump’s 2018 $4.5 trillion investor-business tax cuts permanent beyond 2027. While the Trump tax cut’s impact—officially $1.5T but actually $4.5T—is the total over a 10-year period, from 2018 through 2027, the Republican Congress has indicated it will introduce a Trump Tax Cut 2.0 before the November 2020 elections that will reportedly indeed propose to make the 2018 tax cuts permanent beyond 2027.

		

		In addition, Trump himself has announced further plans to index the massive 2018 tax cuts on capital gains to inflation immediately, and perhaps even retroactively. He plans to do this by bypassing Congress and the need for any new legislation. He’ll introduce the indexing of capital gains taxes simply by issuing a presidential Executive Order, even though this was ruled illegal as far back as 1992. Trump has already publicly declared he will ignore the legality and precedent.

		

		A study by Penn-Wharton business school estimates that indexing capital gains alone will mean an additional $100 billion to $200 billion a year in tax cuts for corporations-investors-and wealthy households—i.e. over and above the 2018 Trump tax cut totals. And he might take it even further: Instead of indexing the tax on capital gains at the current 21% level, he could lower the rate as well to as little as 10%.¹⁷⁸

		

		Capital gains is not the only target on the Trump tax cut roadmap, however. In late summer 2019 the Washington Post revealed the Trump administration was planning to introduce a cut in the payroll tax that funds social security and Medicare. Since the roughly 14% payroll tax is half paid by employers that would mean all businesses would get a 7% minimum tax cut on all the compensation they pay to their workers. A 2% payroll tax cut was introduced by Obama during 2011–12 but it was temporary and was subsequently restored. Trump may cut it even more and in addition try to make it permanent.

		

		The consequences of a payroll tax cut, temporary or permanent, are significant and negative for the US economy. First, it will mean adding billions of dollars more to the US budget deficits that are already more than $1 trillion a year and rising. Second, it will have the effect of encouraging employers to suspend planned wage increases for workers. They’ll simply decide that their workers’ 7% payroll tax cut share constituted a sufficient wage increase, and thus forego planned wage hikes. Third, a payroll tax cut will further reduce funding for social security retirement and Medicare payments for the more than 50 million retirees, who are overwhelmingly working class.

		

		Trump has indicated he is also thinking about leveraging his trade war tariffs to provide even further tax cuts for investors and corporations. Trump’s chief economic adviser raised the possibility in mid-August 2019 that Trump may use revenues from tariffs on China imports to provide further tax cuts for investors despite the strong historical evidence that investors will not use tax cuts to invest in the domestic economy. Analysts at Chase Bank estimate the higher prices for tariffed goods imported from China generates tens of billions of dollars for the US—to be used to provide more business-investor tax cuts. But what it means is that the revenues for the tax cuts will actually be coming from American households and consumers to the tune of $1,000 per household annually on average. In effect, these Trump tariffs represent the executive branch securing a source of revenue without having to go through the legislative branch of the US House of Representatives to do so.

		

		Additional “one-off” plans to cut taxes are being drafted by the Trump administration behind the scenes as well. Efforts will continue, as they have since November 2016, to eliminate funding for what’s left of the Obamacare ACA. At the center of de-funding the ACA is the 3.8% tax on investment income levied on wealthy households. That amounts to $592 billion in taxes on investors and businesses over the next decade (roughly $59b a year) earmarked to help pay for the ACA.¹⁷⁹ Ending that tax has always been the real objective behind very wealthy opponents’ consistent funding of efforts by grassroots radical conservative groups to oppose and destroy the ACA.

		

		The neoliberal business-investor tax cut machine thus remains in full gear under Trump. Under Trump, Neoliberal corporate-investor tax cut policy has been fully restored. Perhaps “restoration” is not quite accurate, since Neoliberal tax cutting was never really in danger. As the preceding chapter showed, business tax cuts were even greater under Obama than under George W. Bush. Perhaps the long term trend has not so much been “restored” as it has been “accelerated.” No Neoliberal policy has been more “successful” since Reagan’s initial 1981 tax cutting.

		

		Trump promised in early 2016 when running for the presidency that he would cut taxes by $10 trillion if elected. He is at least half way there already.

		

		War-Defense Spending Policy

		

		The other fiscal element that characterizes all neoliberal policy regimes since 1980 is escalating war-defense spending. Here Trump policy has successful restored Neoliberalism, after war spending slowed temporarily under Obama in the wake of the 2008–09 crash and crisis and the pullback from Iraq.

		

		In the second term of Obama’s administration, war-defense spending appeared to slow somewhat in terms of growth rate, when compared to its intense constant escalation year after year under George W. Bush. Trump has put it back on its long term steady growth path. It has thus been “successfully restored.”

		

		War-Defense spending consists of three major categories: 1) Defense Dept. (DoD/Pentagon) “base” spending; 2) direct war spending called “Overseas Contingency Operations” (OCO) also part of Pentagon spending; and 3) “Support” operations spending which includes veterans benefits, Homeland Security spending, Energy Dept. (fuel for military) and nuclear arms development, spending by State Dept., CIA, NSA and other intelligence agencies for civilian contractors and other de facto military activities, etc. What’s not indicated in even “Support” operations is off-budget spending on next generation military technology which never shows up in print anywhere and is known only by the military and select chairpersons of Congressional military committees.¹⁸⁰

		

		US military spending, “base” and OCO, rose steadily after the Iraq war began in 2003 through 2005, from $437 to $478 billion. It rose sharply with the escalation of what were called “surges” in Iraq in 2007 and Afghanistan in 2009. By 2010 it was $851 billion. The main contribution in the escalation was OCO spending; that doubled to $163 billion by 2010. Spending peaked at $855 billion under Obama in 2011, then drifted lower, averaging around $750 billion a year, as OCO spending declined to $59 billion by Obama’s last year in office, 2016. DoD/Pentagon “base” spending declined little over Obama’s entire 8 years; most of the decline was for OCO, trimmed by roughly two-thirds from 2010–2011 highs, reflecting troop withdrawals from both Iraq and Afghanistan.¹⁸¹

		

		In 2011 the US Congress and Obama agreed to cut social spending immediately by $1 trillion, thus retracting the entire 2009 fiscal spending stimulus during the crisis and then some. The agreement also included additional future spending cuts of $1 trillion, to be evenly distributed between more social program spending reductions and military spending reductions, called the “sequestration.” However, while the social spending cuts were implemented in subsequent years, the military spending cuts were annually suspended. The result was DoD/Pentagon base spending only declined from $530 billion in 2012 to $521 billion in 2016.

		

		This stasis in the War-Defense budget in Obama’s last years in office was reversed dramatically by Trump upon assuming office in January 2017

		

		Trump’s first 2017–18 budget proposed a $54 billion increase in defense spending, financed by diverting equivalent funds from health, education, environment and other programs. A budget deal with Democrats in Congress in February 2018 raised defense spending for fiscal year 2017–18 by another $195 billion more in the next two years, 2018–20. Pentagon military spending called for a 20% increase—with a 59% increase in “ground systems” (tanks and armored vehicles) and 13% in “classified programs” which were among the highest categories of increased spending.¹⁸² After Democrats assumed control of the US House of Representatives in November 2018, a similar “quid pro quo” agreement was struck with Democrats in the House, allowing further DOD/Pentagon spending increases in exchange for maintaining social program spending of a roughly like amount.

		

		In Trump’s first year in office, combined Base + OCO + Support spending rose from $767 billion in Obama’s last year, 2016, to $818 billion in 2017. Most of the rise was due to increased OCO spending, from $59 billion to $83 billion in 2017, reflecting more spending on the “ISIS” campaign.

		

		However, the following year combined spending surged even higher to $890 billion. This time it was due almost totally to base spending hikes. 2018–19 escalated still further to $956 billion, as “sequestration” limits were repealed outright for the next two years.

		

		An important new spending category was Trump’s proposed spending for “space”—meaning a new “Space Force” equal in size and role to the US Air Force. In his speech to a small business lobbying group, the National Federation of Independent Businesses, on June 19, 2018, he reiterated his commitment to create a “Space Force,” saying “I’m hereby directing the Department of Defense and Pentagon to immediately begin the process necessary to establish a Space Force as the sixth branch of the armed forces. We are going to have the Air Force and we are going to have the Space Force, separate but equal, it is going to be something.”¹⁸³

		

		The most recent budget proposed, and agreed to by Democrats and the US House of Representatives, called for a total War/Defense spending of $989 billion for the 2020 fiscal year. That covered Base+OCO+Support. The corporate media reported only the Base+OCO, which totaled $733 billion and excluded reporting on all the “Support” categories. The $733 billion included $14.1 billion for the new Space Force and Command, another $9.6 billion for Cybersecurity for the military, and the seeding of $1 billion for military applications of Artificial Intelligence—i.e. the key to nextgen military technologies in the coming decade.¹⁸⁴

		

		Nor did media reporting include “off-budget” secret military technology development, which amounted most likely to at least $75 billion.¹⁸⁵ Thus the true total War-Defense spending for 2020 is well in excess of $1 trillion.

		

		One especially interesting category and spending amount indicated in the latest $733 billion War-Defense budget agreed on by Trump and Democrats is the sharp increase in OCO spending. OCO spending is projected to rise from $69 billion in 2019 to an unprecedented, record $174 billion level in 2020. One can only wonder if this nearly $100 billion one year rise in direct military action spending reflects some preparation for an actual “hot war” omewhere before the 2020 November presidential elections.¹⁸⁶

		

		Social Program Austerity

		

		It has always been a “first principle” of Neoliberalism to pay for escalating War-Defense spending and Corporate-Investor business tax cuts by offsetting the cost of these categories in the US budget with social program spending cuts. The War-Defense spending hikes and tax cuts since Reagan have always been much larger than any proposed social spending cuts. Austerity has never been able to come close to making up the difference. Nevertheless, Neoliberalism policy has always targeted, and achieved at least in part, social program spending cuts to offset increases in War-Defense spending and business-investor tax cutting. And Trump has remained well within this Neoliberal policy tradition.

		

		During his first year in office, Trump amended the Obama administration’s 2016–17 budget in midstream. Trump’s amended budget proposed $4.1 trillion spending for 2017 with cuts in healthcare of –$12.7 billion, food stamps –$19b, student loans –$14b, poverty programs –$27b, education by –$9.2b, disability benefits –$7b—i.e., more than offsetting his proposed $54 billion hike in War-Defense and $10b more spending for veterans and homeland security. Other proposed cuts included environmental programs, alternative energy research, SSDI, and cuts to all other departments. The biggest austerity cuts were targeted, however, for Medicaid –$80b which was part of the Obamacare (ACA) program Trump was proposing to repeal altogether. Only Social Security Retirement and Medicare for the elderly programs were left uncut.¹⁸⁷

		

		Of course, proposals and actual spending are not synonymous. While Trump proposed cuts in virtually all discretionary social spending programs, the actual social spending for the first year ended up more than $50 billion higher than Obama’s original budget. A pattern was thus being set: Trump would agree not to drastically cut social programs in the end, despite his initial proposals, so long as he got his big hikes in War-Defense spending. Not only Pentagon base spending but OCO direct war spending, Homeland Security, and for other military “support” programs like Veterans benefits, nuclear arms development, military fuel use, etc. covered in other department budgets outside the Pentagon.

		

		The pattern of big War-Defense spending hikes in exchange for token social program cuts—or even increases in social spending to account for inflation—was repeated in Trump’s next two budget proposals as well as actual social spending. In the 2017–2018 budget, Trump’s first full budget, the pattern was repeated. After proposing deep cuts in social programs on paper once again in his initial budget proposal, nondefense discretionary spending (i.e. mostly social programs) in fact rose from the $562 billion in Trump’s amended 2016–2017 budget to $576 billion in his first full budget of 2017–18. However, War-Defense rose even faster, by more than $80 billion in 2017–18.¹⁸⁸ This was the pattern. Some token hikes in social program and nondefense discretionary spending, in exchange for big increases in War-Defense spending.

		

		In 2017–2018 Trump’s primary target for social program spending reduction was the Affordable Care Act (ACA). But he failed. After an initial attempt to repeal the ACA outright failed, the Trump administration strategy turned to attacking the funding base for the ACA. Business and individual mandates to require individuals and businesses to provide or to buy insurance were suspended or repealed. The so-called “Cadillac” tax (mostly affecting prime health insurance plans in union contracts) was delayed and then dropped. The tax on medical devices was eliminated. The big funding sabotage was achieved when more than a dozen Republican governors and states refused to implement spending on Medicaid or to participate in the ACA per se. Trump’s policy was to put a bandaid on the mortal wound of ACA caused by defunding by offering minimalist private insurance alternatives. ACA monthly premiums soared and millions left the coverage and the program. Today only a shell of the federal ACA program exists, and State programs like California’s continue to limp on. But the Trump-Republican sabotage of the ACA did not produce any real cost savings to the government budget. Those that benefited were the business community, medical device manufacturers, and health insurers. However, the program has not totally collapsed. Nor have some of the tax measures designed to help fund it, like the 3.8% tax on investment income of very high income households. That, of course, is Trump and McConnell’s next priority target for tax cutting.

		

		In 2018–19 in his second full budget proposal, Trump once again proposed draconian social program spending cuts. The Education Dept. was cut by $3.6 billion, and actually more, as new education privatization plans were to be financed out of what remained of the Education Department’s slashed budget. These privatized education programs included Trump’s taxpayer funded scholarships for wealthy kids to attend private schools, plus a major expansion of the Obama era charter schools program. Roughly the same amount as the cuts from the education budget were earmarked for diversion to Homeland Security spending in order to hire 2,000 new ICE immigration officers and 750 border patrol cops.

		

		The proposals for social program cuts then got worse. In contrast to preceding budget proposals, Trump’s 2018–19 proposed big cuts in the food stamp program that fed 44 million (15% of US population) plus additional cuts in the Medicare-Medicaid health programs that provided health services for more than 100 million US households. A massive $213 billion cut in food stamps—30% of its budget—was projected over the next decade. And cuts to Medicare were estimated at $490 billion over 10 years.¹⁸⁹ Transportation programs were also reduced by $178 billion over the decade in the 2018–2019 Trump budget. Another act of severe austerity was the proposal to raise the social security and Medicare eligibility age to 70 years old, as well as making retirees pay more for benefits, cutting school lunches, and blocking spending to protect the Ozone layer. All in all, nondefense discretionary spending was cut by $171 billion, or 24%, from the previous year’s budget in Trump’s 2018–2019 budget.¹⁹⁰

		

		In addition to his proposed cuts in social-discretionary spending and further increases in War and Defense spending, Trump proposed $25 billion to build his wall on the US-Mexican border. He didn’t get it. Nor did he get his proposed social program spending cuts again.

		

		Again, what was proposed is not the same as what is spent in the end by September 30, 2019 when the current 2018–2019 Fiscal Year budget ends. Trump’s program cutting aspirations were deflated almost immediately. Under the threat of another government shutdown in spring 2018, Trump compromised with Congress and agreed to a $1.3 trillion total government spending bill. He got a token $1.6 billion for his wall.

		

		Trump publicly attacked the compromise with House Democrats but signed it nonetheless, explaining he had to do it in order to get the military spending increase that was his main priority. As he put it, “we had no choice but to fund our military …we were in a sense forced if we want to build our military.”¹⁹¹ In signing the budget bill for 2018–19 Trump went on to declare, “I will never sign another bill like this again.”¹⁹² But he would do so again, a year later.

		

		The latest iteration of the US budget for the upcoming fiscal year, October 1, 2019 through September 30, 2020 was announced by Trump in March 2019. It included proposed War and Defense spending of $750 billion (for the Pentagon’s base budget plus OCO but not military “support” which adds another $238 billion military-related spending).¹⁹³ It also projected $150 billion in cuts to discretionary nondefense spending and social programs, plus $2.7 trillion to reductions in mandatory social programs like social security and Medicare.

		

		As with his previous budget proposals, Trump’s latest once again provides a classic Neoliberal “wish list” of social program and discretionary program cuts amidst continued escalation of War-Defense spending. Discretionary social spending was cut 9% while raising War-Defense spending. War-Defense spending shifted heavily from direct war costs to equipment and military pay raises. Especially targeted for big increases were next generation technology equipment, including artificial intelligence, hypersonic weapons, cybersecurity, next generation tactical nuclear weapons, military construction, plus more for Homeland Security. In an interesting note, the military expansion funding appears concentrated in the OCO expenditures element of the War-Defense spending budget, where it balloons to $174 billion in 2020 compared to $69 billion in 2019. Healthcare, Education, Food Stamps, Transportation and EPA programs are slashed once again, for total cuts to discretionary social spending of $150 billion. Mandatory social programs are whacked in particular. Medicare cuts total $818 billion over the next decade and Medicaid $1.5 trillion. That’s an average of roughly $230 billion a year.¹⁹⁴

		

		But yet again, for a third time, the proposals for massive social program cuts—aka austerity—were pared back in a final agreement between the administration and Congress concluded in late July 2019. The agreement was now for two years—obviously so structured so that both sides would not have to face another budget negotiation in September 2020 before the national elections. While War-Defense spending continued to climb in the final agreement between Trump and Congress to $738 billion (Pentagon base + OCO of $157 billion), most of the $150 billion in discretionary nondefense spending was rolled back, and the projected massive cuts to mandatory spending on social security and Medicare were removed.

		

		With total discretionary spending is fixed at $1.37 trillion in the final agreed-on budget, with War-Defense spending at $738 billion of that total, available discretionary nondefense spending on government general expenses and social programs (Education, Health, Transport, etc.) will amount to approximately $599 billion.¹⁹⁵ How the latter gets distributed among social programs will be determined in the forthcoming dozen or so appropriations bills in coming weeks.

		

		Looking back at the bigger picture of Trump’s government spending fiscal policy from his election to the present, some dramatic elements come into focus:

		

		First, discretionary nondefense and social program spending rose from $562 billion in Trump’s amended 2016–17 budget to $599 billion in the latest 2020 budget agreement. In contrast, discretionary War-Defense spending rose from $625 billion to $738 billion. That’s a significant boost in War-Defense and a token, marginal increase in nondefense.

		

		Total government spending—for discretionary and mandatory alike—rose from $3.98 trillion to $4.75 trillion over the same period. That’s $750 billion more spending in less than three years. At the same time, total government tax revenues rose only $33 billion over the same period, from $3.31 trillion to $3.64 trillion. Of course, this massive gap translates into accelerating annual budget deficits, national debt, and rising interest on that debt, which has become the fastest growing expense in the US budget. Interest on the debt has surged from $263 billion to its current $479 billion annually.

		

		War-Defense spending has been the main beneficiary, but so has social programs-discretionary spending in the sense this hasn’t been cut drastically as classic Neoliberal “austerity” policy calls for. That means that so far as social spending cuts are concerned, Trump’s first term does not represent “austerity,” unlike the 2011 true austerity program agreed to by Obama and the Republican Congress that cut $1 trillion more or less immediately from government social-discretionary spending and called for another $500 billion that eventually followed. That was a true austerity deal, which took back twice the spending level of Obama’s 2009 recession stimulus package of $787 billion!

		

		The classic Neoliberal policy objective of cutting social programs in order to fund War and Defense has thus far not been working very well. Trump has clearly not been able to restore the traditional Neoliberal policy objective of cutting social program spending in order to fund higher defense spending. To get his higher War-Defense spending he has had to agree to not cut social-discretionary spending. Trump’s practice has been to propose big cuts in social programs, but then back off and accept retaining current levels of social program spending so long as the trade-off enabled him to obtain even far greater increases in War-Defense spending. In other words, the pattern set out in Trump’s first, amended budget of 2016–17 has continued throughout all his subsequent budgets.

		

		Given these facts one must therefore ask: Is this still Neoliberalism? Under Reagan some significant cuts to social programs were achieved as part of his fiscal policy of big growth in War-Defense spending and corporate-investor tax cuts. Under Clinton, big cuts to social programs were achieved in reducing poverty programs. Under George W. Bush there were big gains by slashing environmental programs. With Trump, however, it has been deemed far more important to achieve big increases in War-Defense spending than it has been to obtain reductions in social program spending. Restoring Neoliberal austerity in social spending has clearly failed.

		

		The consequence is the intensifying contradiction between further War-Defense spending increases, on the one hand, and escalating budget deficits, national debt, and interest payments on that debt. And there’s the further, related contradiction—between rising War-Defense spending and what appears to be growing domestic popular and political resistance to making social programs help pay for it. US capitalists and elites project the need to spend trillions more on next generation military technology, new weapons systems (tactical nuclear, hypersonic missiles, space command, cyberwarfare, etc.), and more personnel deployment worldwide as the US “pivots” from wars on terrorism to more traditional confrontations with China and Russia once again. How far Neoliberalism can be taken to deliver ever rising War-Defense spending remains to be seen.

		

		There are only three possible ways to overcome this dual contradiction. One is to grow the US economy at an annual 6% GDP—which is impossible—even though that’s exactly what Trump promised in 2016 as he ran for office. Another is to roll back the more than $15 trillion in business-investor tax cuts enacted under George W. Bush, extended by Obama, and accelerated by Trump. But that won’t happen short of a 1930s-like crisis and a major political party realignment in the US. Neither Republicans nor Democrats will remotely consider that in the age of Citizens United and money control of the electoral process. A third alternative is to cut the remaining large social spending programs of Social Security and Medicare. And that is not beyond the realm of possibility post-2020. As one Republican Senator recently said, “We’ve brought it up with President Trump, who has talked about it being a second term project.”¹⁹⁶

		

		Already the early drums have begun to beat, once again, that social security is in crisis and the only way to address the government’s accelerating debt load and $1 trillion dollar deficits as far as the eye can now see is to cut social security retirement and Medicare (part of social security). In other words: make the 52 million retirees pay the bill for the last two decades of $15 trillion in tax cuts for business-investors-1% wealthiest, the $1 trillion annual total military budget and the coming $900 billion annual interest payments on the debt by 2027.

		

		Deficits and Debt Policy

		

		Early Neoliberalism held that the annual US budget should be “balanced”—i.e. revenues should be equal to expenditures. By the late 1990s under Clinton that fiction was still maintained as an integral part of the Neoliberal pantheon of ideological propositions. Clinton claimed he did just that, balanced the budget. But that too was mostly “smoke and mirrors.” He only balanced the budget by claiming the Social Security surplus that had built up to more than $1 trillion by the mid-1990s.

		

		In the early 1980s, as part of Reagan tax policy, payroll taxes were raised dramatically to generate a social security program surplus. The wage income base on which the higher payroll taxes were levied was also indexed for inflation. So as wages rose the amount of payroll tax collected rose as well. The plan was to generate a social security surplus of trillions of dollars in preparation for the baby boomer generation that would begin to enter retirement around 2012. The surplus created amounted to nearly four trillion dollars by the time of the 2008–09 crash. The problem was—and is still—that the US government kept borrowing from that surplus every year, replacing it with a special Treasury IOU. The actual surplus in dollars collected was thus spent by the government. A similar borrowing of real funds occurred with the federal employees pension fund.

		

		After the 2008–09 crash not even sucking the tax revenues out of social security retirement trust fund was sufficient. After 2010 the amount of payroll tax collected did not fully cover benefits. So starting 2011 the $4 trillion social security trust fund has begun to be “drawn down” to cover the outflow. By 2032 the surplus will have been used up. As the draw down continues, less real payroll tax money will be available for the government to “borrow” in order to help cover the annual deficits.

		

		After 2010 Neoliberal policy has had to abandon the fiction that the budget must be balanced. The “last hurrah” was the 2011–13 Sequester “Fiscal Cliff” charade, which formally on paper declared that for every increased expenditure there must be a spending cut somewhere else. But that rule has been regularly abandoned to permit constant increases in War-Defense spending. With the advent of Trump, there’s not an iota of agreement by any national politicians that balancing the budget is possible, although politicians of both parties still continue to genuflect on the altar of balanced budgets in their campaign speeches.

		

		Budget and Debt policy is the third element of Fiscal Policy. It is the consequence of the other two elements: tax policy and government spending policy. As the preceding has shown, tax policy under Trump constantly expands tax cuts for business, investors, and wealthy households; spending policy is mostly about accelerating War-Defense spending in exchange for no deep cuts to social program spending. The result is accelerating annual budget deficits of the US government since 2016 and a corresponding acceleration of the national debt.

		

		The totals for annual deficits and the national debt are already projected to rise so high and so fast that deficit-debt policy is becoming another of the growing contradictions within the Neoliberal policy regime. That is: if interest on the debt alone is projected to rise to $900 billion a year, it will seriously impact the ability of Neoliberalism to continue to increase War-Defense spending. Furthermore, deficit escalation due to tax cuts, War-Defense spending, and interest costs together render futile any offset that might be achieved from discretionary social program spending cuts.

		

		The US capitalist system has had to turn increasingly since 2000 to the other main device for funding ever growing deficits and debt—i.e. the twin deficits solution. Draining social security and government employee pensions post-2008 is now insufficient in the face of tens of trillions of dollars in tax cutting and War-Defense spending since 2001. But relying increasingly on the twin deficits solution to finance budget deficits poses another major contradiction to Neoliberal policy.

		

		As Trump has pursued a more aggressive approach to restructuring the global trade system to favor US business—i.e. by his trade war—that pursuit of trade restructuring endangers the twin deficits solution to enable the US to finance its annual trillion dollar plus deficits and rising national debt. To review briefly (see below for more detail), the “twin deficits” solution is the element of US Neoliberal “external” policy in which the US purposely runs a trade deficit with most of the rest of the world—and especially China, Japan, Europe, and Mexico-Canada—that permits more net dollars to flow out of the US to those countries. The “understanding” the US has with these countries is that they will recycle the dollars back to the US, mostly by buying US Treasuries. Their purchase of Treasuries with the recycled dollars makes more money thus available to cover the US budget deficit. If it weren’t for the trade deficit, in other words, the US could not run trillion dollar plus annual budget deficits. It would have to either raise taxes or cut spending, including War-Defense, or both.

		

		But here’s the contradiction with relying more on the twin deficits solution to fund tax cuts, War spending, and growing budget deficits: Trump’s trade war runs the major risk of other countries responding to US tariff hikes and sanctions by slowing, or even halting, their recycling of dollars back to the US to buy Treasuries. Just as the social security-pensions surplus as a source of funding for the deficits is now declining, so too might the twin deficits solution decline or even collapse amidst Trump’s trade wars and sanctions. The pursuit of one Neoliberal policy exacerbates problems in the other: trade wars exacerbate deficit and debt fiscal policy problems. Similarly, the diversion of social security surplus—i.e. an element of Neoliberal industrial policy—also creates contradictions.

		

		How large, then, is the problem; how irresolvable is the potential contradiction? Has the current US budget deficit and national debt reached such proportions that Neoliberal fiscal policy is now threatened? What are the trends with regard to Neoliberal Deficit-Debt policy? And, most important, has Trump restored Neoliberal deficit and debt policy to a more stable footing post-2016—or has he failed to restore it?

		

		Trump’s failure to restore Neoliberal social program austerity has led to a rapid escalation of US government budget deficits and the national debt. When running for president in 2016 he promised to eliminate all deficits, balance the budget in four years, and pay off the total national debt of what was then more than $19 trillion. He said he would do this by growing US GDP annually by 6%—instead of the barely 1.5% growth rate after 2010 under Obama.¹⁹⁷ This was a repeat of Reagan’s “supply side” nonsense that tax cuts would be so effective in stimulating the economy that they would generate several times the tax revenue. Moreover, there was so much waste in government, Trump argued, it would be easy to cut discretionary social spending as well by hundreds of billions of dollars.

		

		But the 6% was absurdly hyperbolic even for Trump, the master of hyperbole. The 2018 tax cuts were mostly dissipated by first quarter 2019 and real investment in plant and equipment contracted by spring 2019. “Combined with increased costs from paying interest on a larger national debt, the tax cuts are on pace to add nearly $400 billion to the national debt during the 2018 and 2019 fiscal years, according to data from the Congressional Budget Office.”¹⁹⁸ So much for growing out of deficits by means of supply side theory. And so much for government cost cutting, as Trump repeatedly, with every budget, agreed to increase spending on War-Defense in exchange for not cutting social program spending. For all these foregoing reasons US deficits and debt have ballooned out of control under Trump, as the following Table shows.

		

		
			
				
			
			
					US Deficits and Debt, 2004–2019 ($ billions)
			

			
					Year
					Deficits
					National Debt
			

			
					2004
					$413
					$7,379
			

			
					2008
					$459
					$10,025
			

			
					2009
					$1,413
					$11,910
			

			
					2010
					$1,294
					$13,562
			

			
					2011
					$1,302
					$14,790
			

			
					2012
					$1,087
					$16,066
			

			
					2016
					$585
					$19,573
			

			
					2017
					$665
					$20,242
			

			
					2018
					$779
					$21,516
			

			
					2019
					$1,090*
					$22,776*
			

			
					2020
					> $1,200**
					> $24,000** 
			

			
					Sources: Office of Management and Budget, Historical Tables, Table 1.1., 1929–2017; FY 2020 Budget, Office of Management and Budget, Table S-4; Bureau of Economic Analysis, Table 1.1.5. * Projected totals through September 30, 2019 (not counting Pentagon “black budget” spending) from Kimberly Amadeo, “FY 2019 Federal Budget,” the balance, August 8, 2019, https://www.thebalance.com/fy-2019-federal-budget-summary-of-revenue-and-spending-4589082. ** My projections based on GDP growth in 2020 or no more than 1.3%.
			

		

		

		

		Budget deficits for 2019 range from a “low” of around $960 billion by the CBO to a high end of $1.2 trillion by JP Morgan Chase bank.¹⁹⁹ The US Congressional Budget Office projects trillion dollar plus US deficits for every year from 2020 through 2028—reaching $1.5 trillion in 2028.

		

		During Trump’s first two years the national debt increased by more than $2 trillion and will add $12.4 trillion by 2028. And that’s only the CBO’s baseline projection, not its worst case scenario!²⁰⁰ Thus the US national debt is likely to increase from ts current $22 trillion to more than $34 trillion before the next decade’s end.²⁰¹ Should a major recession in the US occur in the interim, which is more than likely and relatively soon, the $34 trillion national debt could surge by another $2 to $5 trillion.

		

		One can only conclude that Trump has not only failed to restore Neoliberal deficit-debt stability, but his first term conclusively buries the supply side ideological argument that business tax cuts will pay for themselves (i.e. generate more tax revenue than they reduce). Not only has Trump failed to restore the Neoliberal policy of cutting social programs and discretionary spending, but his trade policy is the greatest threat to the twin deficits solution required to pay for tax-cutting-War-spending, rising budget deficits.

		

		Neoliberal External Policy

		

		Trump’s second year in office has been dominated by efforts to restore US dominance and hegemony in what’s called “external” economic relations—i.e. trade, the US dollar, and the cross-country money capital flows back to the US associated with what’s called the “twin deficits.”

		

		Neoliberal “external” policy calls for a low dollar valuation. That is projected to help maximize US multinational corporations’ profit repatriation to the US from profits earned abroad in other currencies. It also assists US corporate exports in remaining competitive with their foreign challengers. Neoliberal policy prefers the US run a trade deficit—i.e. import more than export—but not too much. Just enough to ensure that dollar recycling into US Treasuries is sufficient to cover the annual budget deficit. The “twin deficit” solution is thus critical for external policy. But if the budget deficit keeps rising annually due to more and more War-Defense spending and more business-investor tax cutting, then more recycling of dollars into Treasuries is required. That in turn deepens the contradiction—more recycling results in a higher dollar valuation when Neoliberal policy is to keep the value of the dollar low. Trump policy is aimed at reducing the trade deficit to help slow the appreciation of the US dollar, which is so deleterious to US multinational corporations’ offshore profits maximization.

		

		Trump’s restructuring of US “external” policy via his trade war is aimed at obtaining a greater share of profits from world trade for US corporations—i.e. thereby to reduce the trade deficit. But that undermines the “twin deficit” arrangement which relies on the purchase of US Treasuries from abroad and is crucial to the financing of the US budget deficit. If trading partners have fewer dollars from reduced imports by the US, there will be fewer dollars to recycle back to the US in the form of US Treasury purchases or other foreign direct investment into the US. Trump in effect has chosen to promote US multinational corporations’ profits at the expense of the US deficit and national debt.

		

		In Trump’s first two years, 2017–2018, an attempt was made to address this contradiction by other means—by the Federal Reserve raising interest rates to attract more offshore dollars to cover the deficit. But that raised—not lowered—the value of the dollar and in turn slowed the US economy and set off a collapse of emerging market economies’ currencies. A “wall of money” began flowing from EMEs back to the US in pursuit of US Treasuries’ higher yields. And that demand for dollars then raised the value of the dollar still further.

		

		In short, Trump’s trade war—designed to boost US multinational corporations’ profits to reap tax gains—has generated its own internal contradictions vis-à-vis dollar valuation policy. It has also exacerbated contradictions with Neoliberal monetary (low interest rates) policy, while also helping accelerate a global economic downturn. Like his efforts to reduce US government fiscal spending, Trump’s attempt to restore Neoliberal “external” policy has also failed.

		

		Trump cannot attain a larger share of the global trade pie for US corporations—i.e. the goal of his trade war—and simultaneously ensure a low dollar valuation or keep the “twin deficits” solution to finance US budget deficits going. Either the trade deficit must be allowed to worsen, or the US dollar must be allowed to rise. Put another way: either the twin deficits must be allowed to weaken or the US budget deficit will widen further.

		

		In some ways Trump’s trade war—which began in August 2018 with the US Trade Representative (USTR) office targeting China (see below)—is similar to the first half of the 1980s decade under Reagan. At that time, US monetary policy had driven up interest rates to record double digit levels. The rate levels in turn caused an inflow of foreign investment to the US, and with it a corresponding rise in the value of the US dollar in world markets. US export companies became uncompetitive vis a vis Europe and Japan, the latter in particular. Accelerating dollar valuation meant US exports became excessively expensive compared to competitors, so that exports were threatened. So too were US multinational corporations’ offshore profits. The Reagan administration consequently developed a new aggressive Neoliberal trade strategy targeting Japan, and then Europe, designed to get those countries to inflate their currencies and thus the price of their goods—making them less competitive and relieving pressure on US exports.

		

		In other words, instead of taking action to make US exports more competitive, the Reagan administration adopted a policy of making Japanese and European goods less competitive. The Plaza and Louvre trade agreements of 1985–86 were the means by which this outcome was achieved. It bought Neoliberalism time. Time to introduce an even more efficient Neoliberal policy called multilateral free trade, which thereafter became the lead Neoliberal external policy strategy starting in the 1990s.

		

		A feature of all Neoliberal external policy has always been to make US capitalist exports more competitive, largely by forcing trading partners to become less competitive with the US, or by getting them to sign on to multilateral free trade deals. The “carrot” to get them to buy into the free trade deals has always been the offer of more US money capital invested in their countries as US corporations moved there. That produces more jobs for the competitor country, pleasing their politicians. It also allowed their own domestic capitalist elites to participate nicely in the new profit making arrangements with the US corporations. They would, of course, have to agree to recycle their greater volume of dollars back to the US—i.e. the twin deficits—which they more than gladly do.

		

		The twin deficits arrangement and free trade policies thus worked closely together to ensure US corporations’ further penetration of foreign markets, and to permit greater profits repatriation back to the US. The problem of declining US trade competitiveness is in this manner “resolved” by forcing trading partners to act so that their economies become less competitive with the US. This is what happened in 1971–73 under Nixon to resolve the US loss of competitiveness with Europe and then in 1985–86 with Japan under Reagan.

		

		Trump’s current trade offensive should be viewed as yet another attempt by the US government, on behalf of US corporations, to restore US competitiveness by making China and other economies less competitive through restructured trade deals. But Trump will have a much more difficult time forcing a shift in trade relations, especially with China, than Nixon had with Europe, or Reagan had with Japan.

		

		Origins of Trump’s Trade War

		

		While it appears Trump’s trade offensive originated in March 2018, it really had its roots in summer 2017. In August 2017 Trump tasked his US Trade Representative (USTR) office to provide an analysis of China’s alleged efforts to force US companies in China to share technology there and Chinese companies’ attempts to purchase companies in the US for the same objective. Once the USTR report was release in March 2018, the Trump trade offensive was launched.²⁰² China trade has always been the main target of US trade restructuring; US trade disputes with NAFTA, Europe and other allies were and remain to this day secondary.

		

		Trump’s initial trade policy foray focused on steel and aluminum imports—targeting NAFTA trading partners, Europe (Germany in particular), and economies like those of South Korea and Brazil. By announcing tariffs on their steel and aluminum exports to the US in March 2018 soon after he had achieved his Neoliberal policy tax cuts which legally took effect in January 2018, Trump publicly raised the trade issue to the fore of his Neoliberal policy agenda.

		

		Threats to impose tariffs on China as well quickly followed the March 2018 steel-aluminum tariff announcements. Trump announced an initial $50 billion of tariffs on China that month, then verbally threatened to raise that to $100 and even to $200 billion, as he responded to China’s initial counter of its own $50 billion on US exports. US trade delegations went to Beijing in the meantime and US interest groups maneuvered behind the scenes on the US trade negotiating team.

		

		One faction on the US negotiations team was led by Treasury Secretary Mnuchin. Its main goal was to obtain more access for US banks and companies in China by getting China to agree to allow 51% US ownership of its banking operations in China. Another faction on the US team was seeking more purchases by China of US goods (especially agricultural). The third faction was dominated by the US defense establishment, which wanted a check on China’s development of next generation technologies like 5G wireless, Artificial Intelligence, and cyber-security, all of which were critical for future military leadership.²⁰³

		

		Initially Mnuchin was given the lead of the US negotiating team. He quickly went to Beijing and returned in April indicating the two countries had reached a tentative agreement on a trade deal. China reportedly was willing in principle to agree to allow US corporations, banks in particular, to have a majority 51% ownership of their operations in China. A former shadow banker himself, Mnuchin thought this was a good deal. China also agreed to increase its purchase of US farm goods significantly. That would reduce US concerns about the nearly $500 billion trade deficit with China.

		

		Within days, however, the anti-China hardliners and neocons led by US trade representative, Robert Lighthizer and Trump’s trade advisor, Peter Navarro, struck back to prevent the deal. Both were closely aligned with the US military-industrial complex and the Pentagon, who were increasingly concerned that China’s “2025” technology program might soon achieve parity or even eclipse the US by mid next decade. The China 2025 program targeted China as achieving superiority in next generation economic technologies like Artificial Intelligence, 5G wireless, and cybersecurity. These are also nextgen technologies with major military implications. Whoever dominated in these areas would not only dominate the key economic industries of the future, but also potentially achieve military hegemony. The chairs of the key Congressional military appropriations committees were also aligned with the Neocons, Lighthizer and Navarro. Together they launched a counter-offensive, raising the idea that Chinese corporations in the US, like ZTE Corp and others, were a strategic threat to the US. Their faction quickly gained access to Trump’s ear, and the Mnuchin deal was scuttled.

		

		Throughout summer 2018 the Chinese floated proposals indicating their willingness to make more concessions on the trade deficit and US ownership issues. They offered to buy $1 trillion more in US farm goods by 2023. They publicly committed to the 51% ownership and agreed to limit US corporations’ technology sharing in China. The US, however, did not reciprocate. Instead it demanded that China return to the negotiating table first. Trump followed up with tariffs on $250 billion of China imports and threatened to add another $200 billion by year end 2018 if China did not respond. No doubt figuring that Trump was only maneuvering them for publicity purposes before the US November 2018 midterm elections, China refused to meet. It waited until the elections had passed.

		

		In early December 2018, Chinese President Xi agreed to meet with Trump at the G20 meeting in Buenos Aires. The result was a dinner after which Trump declared the two countries were close to a deal in principle and that their negotiating teams would meet to hammer out a deal in early 2019. Meanwhile, Trump suspended the additional tariffs scheduled for January 1, 2019. But the US intensified its efforts to attack Chinese tech corporations doing business in the US as well as with US allies, Canada and Europe. At the center of the attack was China’s giant telecom-tech company, Huawei. Its co-chair had been arrested in Canada at the US request on a charge that the company violated US sanctions on Iran. The recently negotiated and tentative US-Canada-Mexico trade deal required Canada (and Mexico) as terms of the new agreement with the US to close their trade borders with China’s tech companies when the US introduced sanctions on those companies. The arrest of Huawei’s co-chair was engineered behind the scenes by the neocon-Pentagon faction, as was the entire idea of opening the corporate trade front in the US-China trade war. ZTE Corp was the first; Huawei, the more recent and publicized.

		

		China and US negotiations resumed in February 2019. Leaks in March and April indicated progress was being made. The Chinese delegation was then scheduled to come to Washington in May 2019, reportedly to close a deal. Ten days prior, however, the US added new onerous demands to its list. They included the demand that China stop subsidizing its state-owned enterprises in China (even as the US had just provided a massive multi-trillion dollar tax cut subsidization of US corporations). As they were state owned, China did not tax its state-owned businesses. It would make no sense to collect taxes from itself. But the US continually argues that is a form of subsidy. It was clearly an issue more useful for US public relations media purposes. The US also declared on the eve of the May 2019 meeting in Washington that China would have to share with the US its development of the nextgen technologies—i.e. AI, cybersecurity, 5G. These were essentially new US demands. In addition, the US made it clear that it would keep many of the tariffs it had raised on China imports even after a deal, and of course would continue its policy of attacking Huawei, both in the US and among its allies, as well as forcing other Chinese tech corporations and researchers in academia out of the US.

		

		By May 2019, the neocon faction on the US team was in full control, and had Trump’s ear, as the Pentagon and Congressional chairs whispered in his other ear. The Chinese delegation came to Washington nonetheless, but left without agreeing. The neocon-China hardliners (Lighthizer, Navarro, and now Bolton in the background) had achieved their desired result of scuttling any deal with China once again—as it had a year earlier in May 2018.

		

		By summer 2019 it was clear that the neocon faction did not want any deal whatsoever with China unless the latter capitulated on the technology issue. It was not simply a matter of setting rules that required minimal tech transfer from US corporations doing business in China. It was now a war over nextgen technologies. The trade war had morphed into a tech war behind the scenes. China’s 2017 “China 2025” policy had caught the attention of the US military industrial complex and its powerful allies in the Trump administration and Congress. They were intent on using the trade negotiations as the means to check and stop China’s tech advance—or else prevent any trade deal whatsoever.

		

		The scuttling and collapse of the May 2019 negotiation had negative consequences, causing US and global markets to contract sharply. At the same time real economic indicators had begun to show that in 2019 both the global economy and the US economy were now slowing noticeably. Second quarter US GDP would soon show business equipment investment was contracting and US manufacturing was weakening. By the third quarter 2019 US manufacturing would thereafter slip into recession, while contracting as well in China. US Construction numbers would also continue to contract throughout the summer. And the Services sector of the US economy would begin decelerating toward no growth. Only household consumption would continue over the summer propping up the US economy.

		

		The global economy at mid-year was flashing even more “red.” In June pressure built for Trump and Xi to meet once again, this time at the G20 meeting in Osaka, Japan. In an almost déjà vu moment, both presidents agreed once more for their negotiating teams to meet. Trump reportedly agreed he would not raise further tariffs on China, neither raising the rate on the already $250 billion tariffs nor introducing tariffs on the remaining $200 billion of China imports.

		

		In late July 2019 the US trade team went to Beijing again. They came back quickly and empty-handed. The US having offered nothing new, China granted nothing new in return. Reportedly angry that nothing was achieved, within days of the US team’s return Trump announced he was implementing further tariffs on the remaining $300 billion of imports, effective September 1. According to the business press, this further increase in tariffs was done on the advice of his neocon faction on the trade team and against the advice of the Mnuchin faction. The Neocons and Pentagon still had Trump’s ear and were still running the trade war show.

		

		The outcome was predictable. In early August 2019 US and global stock markets took an even greater dive than they had the previous May, as money flowed out of stocks at a faster rate and into US Treasuries and other bonds as safe havens. The trade war had become a major element in sapping business confidence and investment worldwide. Real economies were slowing, including the US. Financial bubbles were either deflating (stocks, commodities, crude oil, currencies) or inflating (bonds worldwide, Yen, gold). Instability was thus also growing.

		

		The concurrent even faster slowing of the global economy accelerated the inflow of foreign money into US Treasuries and bonds. The US dollar was appreciating in value as a result, in turn reducing currency exchange rates offshore, encouraging further capital flight from emerging markets to the US—driving up the dollar even further. The slowing global economy, slowing trade due to Trump’s trade wars, the rising dollar, and currencies instability together began taking their toll on US and global business confidence and therefore investment. Indicators of business investment in the US, along with US manufacturing and construction, was by July-August clearly contracting as well. Moreover, signs were growing of a potential spillover to the larger services sector of the US economy.

		

		In this scenario no doubt feeling it was being set up again by Trump raising new tariffs when he had promised Xi at Osaka in late June not to do so, in August China announced its own tariff hike on $75 billion of US imports to China in response to Trump. In a tit-for-tat angry response, Trump then raised tariffs 5% more, to 30%, on the initial $250 billion of China imports to US, plus another 5% more on part of the $300 billion due September 1. He followed that up with a declaration that US corporations doing business in China should start moving out of China and go elsewhere.The US then intensified its attacks on China corporations investing, partnering or otherwise doing business in the US. The trade war was clearly intensifying, threatening to transform into a currency war (as a rising US dollar created pressure for a further devaluation of China’s Yuan), and potentially thereafter into an even broader economic war between the two largest of the world’s economies.

		

		Markets took a third dive at the end of the third week of August and promised even greater contraction by September. When asked about it by reporters a day later at the G7 meeting in Biarritz, France on August 24, 2019, Trump replied he had “second thoughts” about the tariffs.²⁰⁴ By that he meant, according to his PR team, that he regretted he hadn’t raised them even more. US stocks dropped 600 points, and stock futures for the following week indicated a fall of 1000 pts or more. To offset the fallout Trump once again backtracked and announced that he had received a call from China’s leaders saying that they wanted to negotiate again. China’s foreign minister, Geng, replied he knew of no such call. Trump trade policy had now become policy by “off the cuff” contradictory statements, sometimes totally made up, followed by administration spin.

		

		Meanwhile, China was allowing its currency, the yuan, to slowly devalue throughout August; letting it drop close to 5% for the month and thus offsetting Trump’s latest tariff hikes. The trade war was morphing into a currency war between the US and China, and in turn provoking a global version of an even broader currency war. Among an increasing number of analysts the consensus opinion was a trade deal between the US and China was very unlikely before the end of 2019, and probably not before the US 2020 election either. As of late summer 2019 the US Neocons and anti-China hardliners controlling US negotiations were still winning.

		

		The losers were growing in number, however. US farm associations began raising fears and complaints more publicly that the trade war—despite Trump’s nearly $30 billion in special farm subsidies so far—was having devastating results on their businesses. The US Chamber of Commerce voiced concern about the growing impact on small and medium US manufacturers in the mid-west—the Trump heartland. US consumers were also now beginning to feel the bite of rising prices, as tariffs were passed on to consumer prices. Chase Bank research estimated the US-China trade war had already cost US consumers $600 a year on average, and that would soon rise to $1000 after Trump’s September 1, 2019 tariffs took effect.²⁰⁵ US business investment contracted further into the third quarter 2019, portending future job losses. Offshore, emerging market economies were taking an even bigger hit, as their currencies declined, money capital flight from their economies accelerated, exports slowed, and the threat of government and business debt defaults loomed larger.

		

		After a month long delay in negotiations, further discussions between the US and China teams were scheduled for October. The outlook was not positive, however. The US floated publicly the possibility it would require a “delisting” of China companies on US stock markets—a major escalation. Although it publicly backed off the idea, it expanded its attack on China companies doing Artificial Intelligence and cybersecurity product development, adding to the prior attacks on ZTE, Huawei and others. In response, China promised to follow up with appropriate actions as well. Trump signalled he wanted a “big deal”—meaning inclusion of limits on China nextgen tech development; China signalled it wanted a partial deal—meaning it would continue to concede on issues of US farm purchases, access to China markets, and other areas but not on the tech issue.

		

		As of the beginning of the fourth quarter 2019, it is becoming clearer that Trump’s gamble on precipitating a trade war with China—i.e. the lynchpin of a general Neoliberal 2.0 restructuring of trade and other external economic relations with the rest of the world—has been failing. Instead of restoring US hegemony in trade relations for another decade a protracted trade war was undermining it; instead of achieving a lower dollar valuation, it was raising it; and instead of strengthening the “twin deficit” solution, it was weakening it.

		

		Toward year end 2019 it was also becoming more clear that behind the apparent trade war—focused around tariffs as primary tactic, was the more fundamental war between China and the US over next generation technologies (AI, 5G, cybersecurity)—and that tactics beyond tariffs were beginning to emerge as both sides, China and US, turned to other means. In short, the trade war was approaching a new stage, beginning to morph into a broader economic war.

		

		At the end of September, political and economic pressures began to mount from the US farm sector and farm trade associations, as well as from US big business groups, the US Chamber of Commerce and Business Council. Business patience was wearing thin, as the trade conflict showed signs of continuing to escalate. Trump had announced billions of dollars more in direct subsidies to the farm sector but this time it was not sufficient to placate the rising discontent from farmers and manufacturers alike with his lack of results in the trade war. China had offered to restart token, minimal purchases of farm goods as an overture to restart discussions. Trump jumped on the opportunity and invited the Chinese trade delegation back to Washington in early October. The outcome was a quick partial ‘mini’ trade deal that Trump called Phase 1. The agreement was only verbal, however, with an official signing off scheduled five weeks later when Trump and Chinese President Xi were both scheduled to attend the APEC meeting in Chile in November 2019.

		

		The terms of the Phase 1 agreement were only verbal and in principle. It was agreed that China would resume purchases of farm goods which Trump, in a press conference attended by the Chinese delegation and senior trade negotiators in the oval room of the White House, declared would amount to $40 to $50 billion. Over what period was left vague. Other areas were even more vague. Some IP issues were in Phase 1, but most would be dealt with in Phase 2 to follow the Phase 1 signing. China had agreed to allow US banks and credit card companies to now have 51% ownership of their operations in China. There was some mention of China and the US also agreeing on currency matters, which came down to that the parties would meet and work that out. Trump agreed the US would forego its planned additional 5% hike in existing tariffs. The big wins for the US were the 51% ownership and renewed purchase of farm products. But both of these had been offered by China a year previously, in the summer of 2018. So Trump merely gained what had already been offered. What was not included in Phase 1 was more notable—and benefited China more than the US. The nextgen technology issues were apparently off the table and now decoupled from trade negotiations. This was a big win for China. Trump made it clear that the US would continue to pursue its attack on Chinese tech companies doing business in the US, including Huawei and others. So the tech war would continue; it would now occur on a separate track from trade negotiations. The US would keep its existing 25% tariffs on China imports, however, including the $160 billion on consumer goods scheduled for December 2019.

		

		To sum up, Trump only gained what had been offered a year earlier and in turn had apparently agreed to decouple the tech issue that was central to the neocon China hard liners on the US trade team. The US farm sector would find some relief as China resumed repurchasing US farm goods, while US banker interests would get the plum they wanted in the 51% ownership arrangement. The neocons appeared the losers, as Trump put his political base in the farming and small manufacturing states, and thus his election, before the neocon and military industrial complex faction. That did not mean a capitulation by the US on the nextgen tech issue, however. Only that the tech war would be pursued, probably even more aggressively now, by means other than trade negotiations. In all likelihood, the tech war would intensify in 2020 and beyond.

		

		That the US neocon faction might regroup and scuttle even the Phase 1 mini deal was also a possibility, although remote. The deal was not yet signed, with five weeks to go before APEC in Chile. They had scuttled deals twice before, in May 2019 and May 2018. It could happen yet a third time. And some signs began to emerge soon after the October 11 verbal deal announcement. Treasury Secretary Mnuchin declared publicly the US was committed to going forward with the additional December 2019 tariffs. And China government sources in the China Daily noted that the US was showing signs of backing off the Phase 1 deal. In other words, the trade war was not yet over, just settling into a compromise that might not even hold. Meantime, the tech war was merely shifting to another track.

		

		Trade War as Surrogate Tech War

		

		Restructuring Neoliberal trade along lines favoring US hegemony for the next decade would require the US clearly prevailing in its trade war with China. But it is highly unlikely that Trump can achieve that objective. Certainly not in his first term. Nor is it likely even if he wins a second. China has economic weapons that Europe in 1971 or Japan in 1985 did not have available to them. China can destabilize US trade by devaluing its currency; or by just slowing its purchase of US Treasury securities; or by flooding global markets by selling off its US securities; or by imposing further restrictions on US companies doing business in China; or by launching “buy China” movements to boycott US goods in its massive domestic market; or by joining with other economies to create an alternate global payments system or even alternate global trading currency; and/or by signing free trade agreements with Europe, Japan or others that make US companies in China less competitive in China markets. It can also move more swiftly to stimulate its domestic economy than can the US, should a war of economic attrition ensue with the US over trade or technology competition.

		

		The US prevailing in a competition with China over technology is even more unlikely. China is willing to compromise on various elements associated with trade with the US but will not do so on the tech issue. Trump’s trade policy appears no less adamant that China must play second fiddle to the US on nextgen technology development. To recall, the origins of the US-China trade war began with the USTR Lighthizer issuing a report in August 2017 identifying China’s 2025 technology plan as the main threat to US business and national security interests over the next decade. As Peter Navarro, Trump’s anti-China hardliner on the US trade team, wrote in a Wall Street Journal editorial after the US Neocons scuttled a trade deal for the first time in May 2018, “China seeks to achieve its goal of economic and military domination in part by acquiring the best American technology.”²⁰⁶ At best, to close a trade deal with the US, China may agree to introduce legislation to limit tech transfer from US businesses in China, but it will not slow its efforts to drive its central policy of “China 2025” in its attempt to become a global tech leader at least on a par with the US by the end of the next decade. The US-China “trade war,” which at its core is really a nextgen tech war, will thus not end with a US-China trade deal, whether a trade deal is achieved sooner or even later; the broader and even more important nextgen tech war between the two countries has only just begun. The trade war is the cover and opening salvo. Trade deal or not, the tech war is far more intractable and will continue for some time.

		

		Trump’s Other Trade War

		

		In contrast to the mounting trade war with China, Trump Neoliberal trade policy with other countries throughout 2018–2019 amounted to token changes to already existing trade arrangements. Trump thus was pursuing a “two track” trade war. Unlike with China, it amounted to concluding trade deals that in many ways favored US trading partners more than the US; or else issuing sporadic threats of possible future tariffs which were then suspended, which was the case with European auto imports or Japan agricultural products.

		

		Early in March 2018 Trump had announced tariffs on steel and aluminum globally as his first trade offensive. But no sooner had the 25% tariffs been levied, than Trump allowed thousands of exemptions from that 25% so US companies could keep importing steel and aluminum at the previous price levels. Steel-Aluminum tariffs were thus mostly on paper. The threat of ending the exemptions was kept over the heads of US trade allies but not really yet implemented.

		

		Soon after the steel exemptions, a trade deal was renegotiated with South Korea, one of the major exporters of steel and autos to the US economy. But South Korea was totally let off the hook. The US-South Korea trade agreement signed in early 2018 left that ally and trading partner virtually free to continue to export steel to the US, even though it was the third largest exporter of steel to the US.²⁰⁷ Token adjustment of quotas on US auto exports to South Korea, as well as limits on South Korean exports of trucks to the US—already minimal—were the only meaningful measures favoring the US in the revised trade agreement. In exchange, virtually no new tariffs were imposed on South Korea exports to the US, including steel, and South Korea’s annual $25 billion of auto exports to the US was left unchanged.

		

		A deal was next struck with Canada. Trump had made a big issue of the fact that US dairy producers were being kept out of the Canadian market and that Canadian pharmaceutical companies were selling prescription drugs cheaper than their American counterparts thus discriminating against US pharma trying to do business in Canada. Trump also complained about the NAFTA procedure for resolving trade conflicts which did not provide any particular advantage to US business.

		

		What came out of the Canada-US negotiation was the agreement that US producers of processed dairy products—powdered milk and other processed dairy goods, not whole milk produced by US dairy farmers—were now allowed to sell more in Canada. As the largest exporter of aluminum to the US, Canada was allowed to continue its level of exports. Nor were any tariffs raised on autos from Canada, also the largest auto exporter to the US. Under the US-Canada agreement, no auto tariffs could be raised unless the US imposed a tariff of 25% on autos worldwide first. Quotas on Canadian auto exports to the US market were raised, however, now to an even greater level than that which Canada was actually exporting. Thus Canada was allowed to export more autos to the US if it wanted. A major win for the US was new terms improving the competitiveness of US pharmaceutical products in Canada by requiring the latter to allow drug prices to rise. Canada’s major demand of no changes to the adjudication of trade disputes under the old NAFTA 1.0 was conceded to by the US.

		

		The second half of the NAFTA 2.0 trade deal between the US and Mexico soon followed in 2018 as Mexico’s outgoing president, Nieto, hurried to close a deal before leaving office. The new NAFTA’s name was changed to US-Mexico-Canada trade agreement, or USMCA. Not much else changed from NAFTA 1.0, however. As the former US trade negotiator, Mickey Cantor, remarked, the USMCA was mostly the old NAFTA 1.0 unchanged but for tweaks here and there.

		

		The focus of US-Mexico negotiations was the auto industry, even though Mexico was also one of the largest exporters of steel to the US. Mexico came out with a deal of no tariff hikes in general and no tariffs on its auto exports to the US. In exchange, it agreed to the US demand that, in order for auto imports to the US to be duty free, the value of autos imports must be 75% produced in either Mexico, the US, or Canada—up from the pre-existing 62.5%. That did not mean 75% produced in the US. It meant that Mexico or Canada simply couldn’t include more than 25% in auto parts production imported from some other country, like China or Brazil. Nor were any quota limits imposed on Mexico auto imports to the US. All that Mexico would have to do in exchange was agree to raise its minimum wage to $16/hr. in its auto factories. But it would have five years from ratification of the deal to do so, and the $16/hr. applied only to 30% of the Mexican workforce in the factory. Moreover, the $16/30% rule applied only to imports of light trucks from Mexico to the US. The vast auto imports from Mexico were thus exempt from the $16 minimum wage and 25% outsourcing limits altogether. No Mexican auto jobs were coming back to the US from this deal. Not surprisingly, Mexico was ecstatic about the easy terms of the deal. It was quickly ratified by Mexico’s Senate by a vote of 114 to 3.

		

		Article 32 represented a major victory for the US in the USMCA. It prohibited any of the parties to the deal from negotiating other trade deals with other economies on terms better than those provided in the USMCA. In effect, it meant Canada or Mexico could not strike a trade agreement with China, for example, without prior US approval. The USMCA deal also retained previous tariff levels on steel and autos, even though thousands of exemptions to Trump’s prior 25% increase in those tariffs also remained. Although signed and ratified by Mexico, as a treaty the USMCA have to be ratified by Canada’s parliament and the US Congress. To date neither have done so.

		

		What the USMCA deal revealed is, like the South Korea trade deal “template,” it was essentially a “softball” agreement for Mexico and Canada. Little was changed, even though US trade representative Lighthizer called it the “gold standard” for new trade agreements to follow. It clearly showed that Trump’s “dual strategy” meant token deals with US allies that benefited certain US industries—like big pharma, agriculture, or US auto or steel companies. The soft track trade policy with allies did not amount in any sense to a major restructuring of Neoliberal trade relationships. The real trade war and Neoliberal 2.0 offensive targeted China.

		

		By late 2018 similar trade deals had not yet been concluded with the other two US major trading partners, Europe and Japan. From time to time Trump raised a particular trade issue with both, including via Trump tweets threats that the US would introduce a 25% world tariff on all auto imports, which targeted Europe and Japan in particular. But the failure to close a deal with China, and the focus in summer 2018 on concluding a NAFTA 2.0 agreement with the largest US trading partners—Canada and Mexico—delayed starting negotiations with Europe and Japan. Statements of intent were issued from time to time for public relations purposes, such as Trump and Japanese Prime Minister Abe agreeing on general principles with regard to agriculture and auto trade. But no new serious negotiations were launched with Japan or Europe.

		

		But as US-China negotiations turned sour in August 2019, new initiatives for partial, “softball” deals with Japan and Europe were pursued. With much fanfare, Trump concluded a partial deal “in principle” with Japan’s Abe. Like other softball deals with So. Korea, Mexico, and Canada, Japan agreed to purchase more US agricultural products—in exchange for the US not imposing more tariffs on Japan auto imports to the US. In a separate track with Europe, the US leveraged a WTO decision favoring Boeing over Europe’s Airbus to impose a token $7.5 billion in tariffs on European agricultural imports to the US.

		

		In summary, after more than two years, Trump had failed to restore Neoliberal external policy on a more aggressive scale. Clearly, as of the close of his third year in office, US Neoliberal trade hegemony in fact appeared to be deteriorating. Neoliberal “external” and trade policy remained the most intractable element of Neoliberal policy—as it had from the very beginning under Reagan.

		

		Not only was a US-China trade deal slipping away by late summer 2019—as the trade war increasingly disrupted business investment and economic growth worldwide—but other trade deals had accomplished little to advance or solidify US hegemony globally for the longer term. On the contrary, growing resistance globally to US trade aggressiveness was raising the potential for further entropy in global trade. And not only in trade. External policy with regard to the dollar exchange rate and the twin deficits was faring no better.

		

		The old Neoliberal trade regime was unravelling but nothing was emerging on the horizon as replacement. Other countries, including US allies, had begun preparing a more independent trajectory. Discussion was growing in Europe that perhaps a new global digital trading currency, apart from the US dollar, was needed.²⁰⁸ Substitution of the US bank-dominated global payments system, SWIFT, with a European alternative, INSTEX, was already being considered in Europe.²⁰⁹

		

		Nor has Trump attained and ensured the Neoliberal objective of a low-valued dollar. Again to the contrary, the dollar kept steadily appreciating in value as the global economy steadily slowed, driven in significant part by Trump’s trade wars and US strong arm tactics relying on sanctions and tariffs. All this tended, in turn, toward undermining the third element of Neoliberal “external” policy. In short, Trump was failing to restore Neoliberalism on the trade front, to stabilize capitalist global money flows and exchange rates, or ensure the continuation of the critical twin deficits solution required for continuation of US tax cutting and war spending.

		

		Neoliberal Monetary Policy

		

		Monetary policy in the first two years of Trump’s term, 2016–2018, diverged from the traditional neoliberal policy principles of maintaining low interest rates by the central bank. This was a consequence of the Neoliberal monetary policy pursued for eight years under Obama, where the Federal Reserve drove interest rates to near zero (0.15% fed funds rate) and kept them there by means of bond buying that injected massive liquidity into the US (and global) economy consistently over his presidency. This injection was achieved both by means of traditional bond buying channels as well as by Quantitative Easing (QE) direct purchases of bonds by the Fed. The money injection continued for years, long after 2010, by which time the US banks had essentially been bailed out.

		

		The continuation of low interest rates benefited US capital in various ways. First, it meant business borrowing costs were kept low long after the early stages of the business cycle recovery. It thus subsidized business profits by cost reduction. The low rates subsidized stockholders as well. Corporations issued corporate bonds due to the low cost they had to pay investors. They then redistributed the income received from bond sales to stockholders by buying back their stock and increasing their dividend payouts. On average, more than a $1 trillion was distributed annually by corporations to shareholders in this manner from 2011 to the present. Low Fed interest rates also had the effect of keeping the value of the US dollar low—another objective of Neoliberal “external” policy. A low value US dollar meant US multinational corporations’ offshore operations could exchange their profits earned in foreign currency back into dollars at an even higher rate of exchange, thus boosting profits from exchange even further. Neoliberal chronic low interest rate policy thus provided a big boost to business profits, and a greater distribution of wealth to shareholders—a major form of profits subsidization under Neoliberalism.²¹⁰

		

		The trend under Neoliberalism toward ever lower long term interest rates, engineered by the central bank, is evident in the following historical record of the Fed Funds Rate:
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		The most noteworthy takeaway from the above table is that the Fed funds rate peaks have been declining significantly under Neoliberalism. That is because once recessions begin and rates are reduced, the policy of ensuring low rates long term as a means to subsidize Capital continues after the recession ends. Instead of rates being raised, they are kept chronically low to continue subsidization long after recovery from recession. The consequence is that when the next recession occurs, there is increasingly less margin to lower rates further. The use of interest rates as a monetary tool to re-stabilize the economy is sacrificed over time as a result of its use to further subsidize business and capital incomes even during the growth periods following recession.

		

		Each time, post-recession, the central bank attempts to raise rates back up, business and politicians intensify their demands to return to the Neoliberal low rate policy. And that is exactly what happened after the Fed attempted to raise rates (in anticipation of the next inevitable recession) after 2016 following eight years of near zero levels. For the next two years, the Neoliberal monetary policy bias of near zero rates was abandoned and rates were steadily raised.

		

		During this two-year period, 2016–18, the Fed raised rates nine times, to the peak of 2.375%. But higher rates also caused the value of the US dollar to rise relative to other currencies, thereby lowering the value of other currencies and negatively impacting the profits of US multinational corporations doing business offshore. Profits earned in foreign currencies from offshore operations, when repatriated to the US, “bought” fewer dollars and thus compressed US global profit totals. A higher dollar also negatively impacted the price competitiveness of US companies exporting goods to offshore markets from operations in the US—i.e. worsened the US terms of trade, as they say, and added to the US trade deficit. A third negative was rising interest rates by late 2018 precipitated a severe contraction in US stock markets and other financial assets like crude oil and commodities futures. That deflation in financial assets negatively impacted financial profits and capital gains. Thus, for a variety of reasons, higher rates threaten US profit levels and investor capital gains income.

		

		But a more meaningful insight is that it takes increasingly lower rate hikes to precipitate a major fall and deflation in financial asset markets like stocks, futures, etc. Capitalism cannot sustain an 8% (1990) fed funds rate without collapsing, or even a 5.25% peak in the prior recession of 2007–09. It managed only a 2.375% rise before it provoked a major stock market contraction that occurred November-December 2018.

		

		This means that 21st century capitalism is increasingly sensitive to even moderate rate hikes in its financial asset markets. It doesn’t take much of a hike to precipitate a contraction in financial asset prices and provoke a financial crisis. Conversely, and equally important, it appears 21st century capitalism requires ever greater interest rate reductions to stimulate a recovery of the real, non-financial side of the economy. But keeping rates chronically low over the long term means there’s less margin (or space) to further reduce rates in order to stimulate the economy.

		

		Desperate to stimulate their slowing and stagnating economies, central banks then push interest rates into negative territory—i.e. with negative yields—which further destabilizes the system as they desperately attempt to drive their currency values lower to make their exports more competitive as global trade slows. This has been especially true of Europe and Japan, the weakest links in the global capitalist economy. As of 2019, more than $17 trillion in government bonds worldwide exist with negative rates (highly concentrated in Europe and Japan), which mean that private banks in those economies must pay their central bank for holding their private banks’ reserve deposits—instead of what is normally a situation of the central bank paying the private banks an interest on their deposits with the central bank. The situation appears thus far without end, moreover, as the increase in negative rates on bonds is rising rapidly, once again especially in the global weak links of capitalism in Europe and Japan.

		

		The growing problem of negative rates aside, an even more fundamental and serious contradiction in the Neoliberal policy regime also continues to intensify: Neoliberal external policy demands a low dollar value exchange rate which requires a low monetary policy interest rate. But low interest rates make the system increasingly unstable over time by feeding financial asset speculation and bubbles, while they simultaneously show a decreasing ability to stimulate economic growth.

		

		Trump’s trade war is thus contradicting Trump’s demand for a monetary policy of low interest rates engineered by the Fed. The trade war is slowing economic growth outside the US faster than inside. This results in collapsing exchange rates for currencies other than the US dollar, which drives up the value of the dollar, which makes US exports less competitive and thereby negates the use of tariffs imposed by the US in the trade wars. Neoliberal trade policy (tariffs) results in a higher dollar exchange rate that negates Neoliberal monetary policy attempts to engineer lower interest rates.

		

		There’s yet another contradiction—i.e. between the Neoliberal monetary policy (low interest rates) and Neoliberal fiscal policy (more tax cuts and War-Defense spending hikes). As prior paragraphs showed, Neoliberal fiscal policy (tax and war spending) is generating greater deficits and debt at an accelerating pace. To pay for the rising deficits and debt, the Federal Reserve central bank must sell more and more bonds. But to sell more bonds it must raise the price (interest rate) at which it will pay buyers of Treasuries. Trillion dollar annual deficits for the next decade mean the Fed must sell $ trillions more of US Treasuries. That requires raising interest rates, just as the Fed attempted to do in 2016–18 to pay for Trump’s 2018 tax cuts and War-Defense spending hikes. However, as noted, rising interest rates raises the value of the dollar.

		

		Rising rates also tend to provoke serious financial market contractions—such as happened with the 30% stock market contraction in late 2018. In other words, Neoliberal fiscal policy—i.e. financing of government deficits and national debt—contradicts with Neoliberal monetary policy (low rates)—just as Neoliberal external/trade policy increasingly contradicts Neoliberal monetary policy.

		

		These internal policy contradictions—where the objectives of trade policy work against monetary policy and monetary policy works against fiscal (debt servicing) policy and both against each other—have been intensifying under Trump since late 2018. Trump’s pursuit of trade restructuring ran head-on into his rising budget deficits caused by his tax cuts and War-Defense spending. The Fed needed to raise rates to cover the rising budget deficit, but rising rates drove up the value of the dollar, making US exports less competitive. Trump trade tariffs have thus far only offset the rising dollar (up 10% over the past year) while reducing the impact of his tariff hikes on China (whose devaluing yuan also offset another 5% of US tariffs). Trump has needed to keep increasing tariffs on China in order to offset the rising dollar. Meanwhile he faces a choice: He can either finance the US budget deficit or continue to engage in an ever deeper tariff-driven trade (or economic) war with China. But he can’t have both.

		

		It is in this context that Trump’s intensifying attack in late 2018 on the Federal Reserve and its chairman, Jerome Powell, should also be understood.²¹¹

		

		In November-December 2018 US stock markets contracted by more than 30% in just a short period. The collapse raised the ghost of a similar rapid contraction in 2008. Investors and bankers in particular were near panic once again. US Treasury Secretary Mnuchin called in a special group of leading bankers and corporate heads to his office in Washington (the composition of the group is still unknown) to discuss what next to do, should a repeat of 2008 be on the horizon. Trump had been criticizing Fed chair Powell since early November and demanding the Fed stop raising interest rates as it had been throughout 2018. The growing voice of bankers and businesses behind the scene supported Trump’s attacks on Powell. Talk of Trump even firing Powell, a violation of US law, was also floated in the media and press at the close of 2018.

		

		The attacks on the Fed reached a crescendo in the week before the 2018 Christmas holiday. In the end, Trump did not have to fire Powell. Powell was called to the White House in the last week of December. The outcome of the meeting was the Fed capitulated in early January 2019 and publicly announced it would halt raising US interest rates, thus bending to the pressure of Trump, the business sector, and investors—all of whom were demanding a halt to rate hikes by December 2018. So much for the oft-raised ideological notion that the central bank operates independently,²¹² or for the related notion, constantly promoted by the central bank, that the Fed does not respond to changes in financial markets, but only to changes in price and employment levels in the real economy. But neither prices nor employment were a problem in late 2018 when the Fed halted its rate increase policy. Collapsing stock and financial asset markets was the problem. So the “smoking gun” for halting rate hikes was the stock market and the combined banker-business–Trump demands on the Fed to stop.

		

		Once Trump had gotten the Fed to stop raising rates, the next anti-Fed offensive was launched almost immediately. Now the new demand was for the Fed to begin reducing rates. In other words, the Fed should return to the standard Neoliberal monetary policy of keeping rates chronically low. Neoliberal monetary policy (low rates/low dollar) was thus being re-established under Trump during 2019 after only a brief two-year hiatus, 2016–18. This attempted restoration of Neoliberal monetary policy meant the deficit-debt problem was once again abandoned. That was left to another time, to be resolved by policies other than raising interest rates to finance the growing deficits and debt.

		

		Pressure on Powell and the Fed to start cutting rates intensified over the June-July 2019 summer. Powell finally caved to the pressure at the end of July as the Fed held its rate setting committee meeting. It cut the Fed funds rate by a modest 0.25% point. The prior 2.375% peak rate was reduced to 2.0%–2.25%. But the rate cut frenzy that had been taking hold of investors expected a larger cut of 0.5%. They were disappointed. Their disappointment was further fueled by Fed chair Powell’s statement as the rate was cut. He described the reduction as “insurance” should the US economy actually start contracting sharply, which until then it hadn’t. The insurance reference suggested it was a one-time interim cut and that further reductions were not necessarily forthcoming. The stock market fell significantly. That same week Trump imposed more tariffs on China. The combined effect on market investors was serious. So too was the deep correction in the markets.

		

		Trump thereafter began attacking Powell more directly and aggressively. Powell seemed to suggest that the economy really didn’t need a rate cut but that Trump’s trade war was responsible for the economic dark clouds gathering on the horizon, offshore and perhaps even in the US. Infuriated, Trump labeled Powell and the Fed as an “enemy” of America and began identifying the Fed as the cause of any future recession.²¹³ While investors were now calling for another rate cut in September, this time 0.5%, Trump began demanding a full 1.0% rate cut. But this time around the Fed dug in its heels, unlike the previous December. Fed governors and district Fed presidents—members of the central bank’s rate setting committee—began closing ranks and appearing publicly on various media outlets to defend Powell and criticize Trump.

		

		At the Fed’s annual conference in Jackson Hole, Wyoming, held at the end of August, Powell clearly stated the Fed’s position, indicating it would not be hustled into faster or larger rate reductions. Powell further stated that the problem was the trade wars and that Fed monetary policy could not offset their negative economic effects with interest rate policy. As he put it directly in his speech at the Jackson Hole meeting, “While monetary policy is a powerful tool that works to support consumer spending, business investment and public confidence, it cannot provide a settled rule book for international trade.”²¹⁴ Former high ranking Fed governors and presidents followed up even more critically. Stanley Fischer, former vice-chair of the Fed, went so far as to publicly declare at the Jackson Hole conference “The president is trying to destroy the global trading system.”²¹⁵ Former New York Fed district president, Bill Dudley, went even further. In an interview with Bloomberg News he stated that further Fed rate cuts would only serve to help Trump get re-elected in 2020. The Fed should refuse to play along with an economic disaster in the making.²¹⁶ Dudley was touching on something fundamental; namely, Trump’s demand for more and deeper Fed rate cuts was about boosting the stock market and Trump’s re-election than about sound monetary policy. Dudley was no doubt speaking on behalf of the Fed in general. As a former president of the very important New York Fed district, he remains in close touch day to day with active Fed governors and district presidents, and advises Powell. What sitting Fed governors and the chair cannot do, he can. And he has. Dudley’s view likely reflects that the Fed does not believe, given the small margin of 2% available further rate cuts, that interest rate policy can do much for a US economy being dragged into recession by trade wars and the deepening global downturn outside the US, especially in China and Germany.

		

		It has long been understood even by most mainstream economists that as interest rates approach closer to zero, further rate cuts have less and less of an impact on real economic growth. Moreover, if expectations by investors are that a rate cut is only the beginning of a series of further cuts to come (i.e. the present consensus among investors), then investors won’t respond to the early rate cuts but will wait as they are “zero bound” before borrowing to invest. Third, and most important, investing is a decision determined by expectations of future profitability—and not just the cost of money (e.g. the rate of interest). Nor even costs of operations in general. And expectations of profit decline due to broad economic and global trends, and that is what is now driving the decision “not to invest.”

		

		If hundreds of billions of dollars in Trump tax cuts in 2018 resulted in a quick dissipating of investment, now approaching stagnation, why should one think a mere 0.25% cut in the cost of money will do what the massive tax cuts did not? Reducing interest rates will therefore have little countervailing influence in that context.

		

		Longer term, what’s happening in the US and advanced economies worldwide is that interest rates, even in good times, are having a declining effect on real investment. It takes more and deeper rate cuts to elicit an ever smaller rise in investment in the 21st century global capitalist economy.²¹⁷ This longer term trend exacerbates the shorter term forces tending to negate the effect of interest rate cuts on investment and therefore growth.

		

		These foregoing reasons together help explain why central bank interest rate policy is part of a fundamental contradiction that has been deepening within the Capitalist system during the Neoliberal period.

		

		The contradiction lies in the attempt to restructure “external-trade” relations while simultaneously attempting to retain a classical Neoliberal monetary policy of low interest rates. Neoliberalism cannot maintain both simultaneously.

		

		Low rates mean low dollar valuation that drives other economies’ currency values still lower. And their lower currencies serve to offset tariff hikes by the US. Low rate policy also further undermines the “twin deficits” solution to financing US budget deficits—which permits the US to continue to cut domestic business-investor taxes and increase War-Defense spending. In short, trade-tariff policy is negated by currency exchange rate policy, and low interest rate monetary policy in turn undermines currency exchange rates. Choosing only two of the three at any one time is possible, but not all three. Either Neoliberal “external” (trade/currency) policy is attained or Neoliberal Monetary (low rate) is attained. Furthermore, if external policy is chosen at the expense of monetary policy, then a low interest rate policy contradicts fiscal policy deficits and debt.

		

		Trump nevertheless is trying to have it both ways. He wants low interest rate monetary policy and he wants external trade relations restructuring. And if he can’t get both, he’ll blame the personification of both: China’s president, Xi, and US Fed chair, Powell. The two are the personification of the fundamental contradiction inherent in Neoliberalism between monetary policy and external/trade policy.

		

		Neoliberal Industrial Policy

		

		Deregulation and Privatization

		

		Another dimension of Neoliberal policy is Industrial policy. Deregulation and privatization are two of the key elements of industrial policy. Unlike Trump’s failure to fully restore Neoliberal social program austerity, or low interest rate Neoliberal monetary policy, or a low dollar value policy, Trump’s restoration of deregulation and privatization policies must be acknowledged as having been successful—at least from a Neoliberal standpoint. In that sense Neoliberal Industrial policy restoration joins War-Defense spending and business-investor tax cutting as examples of Trump’s successful Neoliberal restoration to date.

		

		Widespread deregulation was Trump’s first policy initiative when he assumed office in January 2017. Environmental, labor, business, energy regulations were immediately cut by means of dozens of presidential Executive Orders.²¹⁸ Endangered species, industry and auto emissions, pesticides bans, power plants’ arsenic and other dangerous metals pollution, regulations restricting concentrated ownership of local media, clean water, internet net equality, methane emissions by oil fracking companies, trucking safety, and a list too long to name, were all rolled back to the George W. Bush era or earlier. He far exceeded his campaign promise to eliminate two regulations for every one introduced. As Trump’s budget director, Russell Vought, boasted: “we’ve hit 13 to one.”²¹⁹

		

		After his flurry of executive orders deregulating environmental and numerous industry level regulations, Trump next turned deregulation policy toward repealing Obamacare/ACA—i.e. his priority deregulation initiative. But outright repeal of ACA initially failed in 2017. Trump and the Republican Congress thereafter began picking it apart (i.e. incremental deregulation), especially its funding sources. Once Trump signed his tax act into law in January 2018, Congress began to freeze and then repeal ACA taxes called for by the program’s funding provisions: i.e. the medical device tax, the tax on health insurance companies, and other provisions together totaling more than $30 billion over two years.²²⁰ The business and individual mandates to participate in the program or else pay a fee as sources of funding for ACA were subsequently also eliminated. The incremental deregulation of the ACA via defunding and other measures continues.

		

		As ACA atrophied, the Trump administration expanded rules to permit the creation of what are called “Health Association Plans” or AHPs—i.e. low cost/no liability plans for the companies that introduce them. But the AHP plans mean minimal coverage and extremely high deductible costs for employees.²²¹

		

		The second major Trump deregulation initiative—like the ACA also still underway—was the dismantling of the Dodd-Frank Bank Regulation Act passed in 2010 in the wake of the 2008–09 crash. It too represents an incremental deregulation still in progress. To note just some of the deregulation aspects to date: all but the largest banks have been exempted by the Fed from the 2010 regulatory category of “strategically important financial institutions” (SIFIs), the Consumer Protection Bureau is gutted, the “Volker Rule” preventing commercial banks from using depositors’ savings in direct trading of derivatives has been all but repealed, the amount of buffer capital the banks must keep for a financial emergency has been significantly reduced, the requirement that banks write “living wills” addressing how they will deal with a crisis, anti-money laundering rules, annual stress tests requirements, and numerous other elements of the Act ensuring bank stability in the future have been either sharply reduced or are altogether discontinued.²²²

		

		Privatizations under Trump are also expanding. Trump announced his intent in 2017 to reorganize US government departments and agencies to privatize their functions—i.e. have them performed by private businesses. Big business ranchers in the west were allowed to use government lands for grazing. So too were lumber companies and oil and mineral drilling companies. In June 2018 proposals for making the US postal service a private enterprise were announced.²²³ The government began selling off its strategic oil reserve to private sources, as well as thousands of miles of government-owned hydroelectric transmission lines. Privatization of education accelerated from its pace under Obama: plans for an expansion of charter schools, more vouchers for home schooling, and more support for “for-profit” colleges was provided.

		

		More privatization of Medicare services was also introduced. In the 1990s under Clinton, private health insurance companies were allowed to capture a large piece of the Medicare market for seniors by establishing what was called “Medicare Advantage” alternative health plans to traditional direct government-provided Medicare. This amounted to a privatization, allowing health insurance companies a “piece of the action” of Medicare. Trump’s latest proposals plan to expand this privatization of health services for the retired and disabled. A similar privatization is now proposed for the Medicaid program, the health services for the poor program. Responsible for implementing Medicaid, states will now directly pay Managed Care Organizations (MCOs), instead of directly paying the doctors and hospitals providing services for the disabled, poor, and single parents who are the vast majority of Medicaid program recipients.²²⁴ In addition, Trump has proposed that recipients must now work in order to be eligible for Medicaid health coverage. (Presumably, if they don’t find a job, they won’t get health coverage.) Many recipients on Medicaid are unable to work due to their health or family situations. So a “work requirement” for Medicaid eligibility will in effect cut many tens of thousands from the Medicaid rolls. Privatization of the two main, largest government funded health services—for the elderly and for the poor—will thus expand significantly under Trump.

		

		De-Unionization

		

		The primary objective of Neoliberal Industrial policy has always been to compress wages by various measures—some legislative, some executive-administrative, some through promoting court decisions, and some through aiding business and anti-union private groups.

		

		Because unions historically have always achieved a “differential” in wages and benefits—i.e. a higher wage and benefit package compared to non-union workers—Neoliberalism has always included policies to depress union membership, restrict collective bargaining, and make strikes more difficult.

		

		Neoliberal tax and trade policy worked to assist the aim of union destruction. By providing corporations tax incentives to move production offshore, it has devastated union membership dramatically since the 1980s. Manufacturing in particular has been gutted, but other economic sectors of the economy as well, like communications services, airline maintenance, and even areas of health services. Free trade treaties have also assisted in offshoring. US corporations moving operations from the US are then allowed to export back the goods produced offshore virtually duty (tariff) free due to free trade. Free trade accelerates the movement of money capital offshore to finance US corporations’ off-shore expansion. Tax incentives gut union membership by making it cheaper to expand machinery and automation that results in loss of union employment.

		

		Then there’s the government policies since Clinton that permit hundreds of thousands of foreign skilled workers—mostly from Asia—to be hired and brought to the US every year on what’s called H-1B and L-1/2 visas, often displacing union members or preventing the hiring of US citizens. Their temporary visa status for up to three years is then frequently converted to permanent work visas. US jobs in the communications industry in the US alone have been displaced this way by the millions over recent decades. The jobs are still there. Just not for US citizens and they’re overwhelmingly non-union.

		

		These Neoliberal trends, escalated greatly during the Clinton administration, have become a permanent feature of Neoliberal industrial policy. They have devastated union job ranks as formerly union jobs were moved offshore by the millions or given to skilled foreign workers imported to the US by US multinational corporations. That loss of jobs has reduced union wage and benefit differentials, contributing significantly to the general wage compression in the US under Neoliberalism ever since Reagan.

		

		Neoliberalism’s fundamental attack on unionism has in some ways assumed an even more virulent form under Trump. Not since Reagan has it been so overt. Having already decimated private sector unions and collective bargaining from Reagan to Obama, the prime focus of the Trump administration appears to be public sector unionism. The attack has assumed several dimensions: the offensive led by private associations like the Koch brothers pushing the “open shop,” cutting jobs and taking away the right to negotiate over pensions and health care; state governors cutting budgets to reduce teachers’ pay and to return compensation back to the pre-union civil service system of a half century ago; and the now solid 5-4 pro-Trump majority in the US Supreme Court (following Trump’s Gorsuch appointment) will soon outlaw the agency shop. In addition, there’s Trump’s plan to privatize the postal service and to reduce jobs, wages, and benefits of Federal government workers across the federal government. Having reduced private sector union membership to a mere 6.5% of the private sector labor force, the prime target is to do the same to public sector workers who still have a 36% membership level.²²⁵

		

		One of the most effective weapons employed under George W. Bush and Obama was the revitalization of the right wing-corporate movement to pass state level so-called “Right to Work” laws. This phrase of course has nothing to do with right to work; it’s about outlawing union contract clauses that require workers represented by the union either to join the union (called a “union shop”) after a probation period or pay the equivalent of union dues if they aren’t required to join the union (called an “agency shop”). Open shop—i.e. either “must join” or “must pay dues” equivalent—pits union workers who support the union against workers who want to “free ride” on the benefits of collective bargaining. It also creates a built-in strike breaking segment of the work force.

		

		Since 2000 the new aggressive “Right to Work” (RTW) movement has added more states, even those once solidly unionized like Michigan, to the open shop list. Its success in decimating private sector union membership has been transferred to the public sector by anti-union capitalist advocates like the Koch Brothers. Organized more effectively under Obama, the offensive is now rolling out under Trump.²²⁶

		

		In parallel with the open shop drive by a wide network of businesses and conservatives, and fully endorsed by Trump, is the Trump Supreme Court ruling in early 2018 that public sector unions can no longer negotiate an “agency shop” and bargain for equivalent fees in lieu of union dues. This is the Janus v. AFSCME decision.²²⁷ Instead of a state by state open shop movement, the Supreme Court Janus decision will make it illegal to negotiate even an agency shop across the entire US altogether. The objective is to deprive unions of financing, not only with which to bargain effectively, but also to reduce union organizing funding and efforts to oppose the massive anti-union law firm offensives to break up unions that now constitute a major legal services industry in the US. A further motive is to deprive the Democratic Party of the assistance in elections often provided by unions in the past, and thereby drive the Democratic Party further into the morass of “identity politics” as it searches for other electoral majorities.

		

		Reportedly the next step in the anti-union offensive is to make it illegal for companies to collect union dues from workers’ paychecks. That would require unions to use their scarce staff resources to go around and collect union dues from members on the job—in the process further reducing union funds for bargaining and political action and introducing further frictions within the work force.

		

		Federal union workers have been targeted as well with particularly onerous new rules restricting their rights to appeal evaluations and to participate in union activities on the job.

		

		The neoliberal anti-union offensive under Trump continues its four decade-long assault on private sector unions in the form of decisions by Trump’s government agency, the National Labor Relations Board (NLRB) that is supposed to administer the law covering unions, management and bargaining nation-wide in the private sector. The NLRB under Trump has been allowing management to increase their anti-union threats, more easily fire and intimidate workers forming a union, and to move production in order to avoid a union when unions have launched organizing efforts—actions that used to be illegal but are now allowed under Trump. NLRB decisions have made organizing more difficult in fast food franchise locations.

		

		Another area of increasing regulations attacking unions under Neoliberalism in general has been the requirement that unions, both local and national, follow increasingly complex and stringent financial rules for spending their members’ dues. The new “fiduciary” rules are often used to go after local unions that act too militantly against their employers. Under Trump, investigations and legal actions against unions for allegedly violating fiduciary rules for spending dues money have intensified. Often these legal actions are launched just as a union prepares to go into bargaining on a new contract.

		

		Yet another momentous legal step impacting all workers under Trump—union and nonunion alike—is the recent Epic Systems v. Lewis decision issued by the Supreme Court. Under the 1935 law governing workers’ rights to organize unions or just to take collective action themselves, workers could join in class actions against employers’ stealing their wages or not paying them. The Epic Systems decision now requires them to agree on an individual worker-by-worker basis to mandatory arbitration of their disputes with their employers. Class action suits over wage theft will now be prevented.

		

		All this means union-wage differentials have been compressing over time, and now at a faster pace under Trump. As the union differential declines, so too are wages in general compressed—either absolutely in some industries or in the sense that wage gains are kept lower than they otherwise would have been.

		

		Other Neoliberal industrial policies enacted by legislative action (or inaction) have had the effect of compressing wage and benefit gains as well. Efforts to introduce an adjustment in the federal minimum wage at the federal level have been consistently blocked and opposed by Trump. And while Trump has boasted average nominal wages have been rising, the fact is real wages for the majority of workers have been stagnant or are continuing to fall. Trump figures are not adjusted for inflation, reflect wage gains for full time workers (thus excluding the 60 million or so not full time employed), and represent averages for all the private work force and therefore do not reveal most of the wage gains have been skewed to the higher paid tech, healthcare, professionals, and lower level managers.

		

		Wage Compression

		

		It is something of a myth that wages have been rising under Trump. If so, it would mean wages have not been compressed and thus Trump industrial policy in that sense is not Neoliberal. But a closer inspection of the wage statistics shows that wages have not been rising. Here’s why:

		

		The figure oft-quoted for rising wages is about 3.1% a year during Trump’s regime. But that is not adjusted for inflation. It’s an average only, which therefore includes higher wages for the top 10% of the workforce and even higher salaries for professionals, managers, and supervisors. It applies to full time workers only and therefore leaves out the 60 million or so part time, temp, and gig workers. It may include hours worked (confusing “earnings” with hourly “wages”). It defines “wage” narrowly, excluding deferred wages (pension payments) and social wages (social security pay for retirees).

		

		The 3% figure is always a “nominal” wage. If adjusted for the 1.6% inflation rate (itself an underestimation for various reasons), then the real wage gain is only 1.5% a year.

		

		But that’s also an “average,” meaning that the highest paid wage earners (which include salaried) are getting more than the 1.5% and therefore, in turn, those at the median or below are getting much less than 1.5%. In most cases they’re not even getting that. A survey by the finance site Bankrate.com found that “more than 60% of Americans said they didn’t get a pay raise or get a better-paying job in the last 12 months.”²²⁸ So if 60% didn’t get any wage increase, how could wages be rising 3.1% or 1.5%? It would mean workers in the best paid 10% of the labor force must have gotten 7% or more in wage increases last year. These are occupations like software engineers, data scientists, physicians’ assistants, professionals with advanced degrees, and of course middle and upper managers paid mostly by salary.²²⁹

		

		Looking at independent surveys that focus on the median wage—not the average wage—we find that “according to figures from the PayScale Index…the median wage increases, when adjusted for inflation, were only 1.1% since last year and 1% over the past year.”²³⁰ The Payscale survey is corroborated by a recent study by McKinsey Global Institute which shows that median wages have not risen at all since 2007. By 2017 they rose at the same level of less than 1.1%. Comparing McKinsey with Payscale, there’s been no wage change under Trump.²³¹ In fact, the Payscale survey concluded that real wages from June 2018 to June 2019 have shrunk by 0.8% and by 9% since 2006.²³²

		

		The median wage should be the statistic quoted, not the average wage which is skewed to the top end wage earners, professionals, managers and high end salaried workers. And it should be adjusted for inflation. So doing reduces the rise from 3.1% to 1.1% or less. But that’s still not the whole picture.

		

		Whether 1.5% or 1.1%, that figure applies only to the full time employed workers. It therefore does not take into account the lower wages, and typical lack of wage increases, for the 60 million plus “contingent” (part time, temp, gig) workforce that exists now in the US. That’s 60% of the total workforce of more than 160 million. US Labor Dept. statistics only count part time, temp and gig workers for whom that work is their primary job. It doesn’t accurately account for those who have a primary part time job (or a primary full time job) but who have taken on second and even third part time, temp, or gig jobs. The aforementioned Bankrate survey confirmed this conclusion. It found 45% of all US workers had second or third jobs. That included 48% of Millennials, 39% of GenXers, and even 28% of Boomers.

		

		The real picture that appears is not one of traditional full time workers getting annual 3.1% wage increases in their base pay every year. The picture is one of little or nothing in wage increases for those workers below the 90th percentile, and especially at the median and below, who are then forced to take on second and third jobs to make ends meet. Meanwhile, a small percentage of the total workforce comprised of professionals, managers, tech, and advanced degreed special occupations are realizing wage gains well above the average. In fact, those at the very “top” may be getting comparatively very large wage increases, well above 3.1% or even 7%. That’s because the US Dept. of Labor “top codes” weekly earnings. That means annual earnings above $150,000 a year are left indicated at no more than $150,000. The actual wages and wage increases of those earning more than $150,000 are not actually reported.²³³

		

		Government statistics that refer to “average hourly earnings” (or weekly earnings) are often confused with wage increases. Earnings is not the same as wages, however. Earnings refers to additional income that may be paid due to overtime pay or due to more hours worked during the week. It appears additional hours worked per worker has increased under Trump. But this may be due an increase in more part-time second and third jobs. The US Dept. of Labor’s methodologies do not accurately account for second and third jobs. For example, its recent study estimating the rise and size of “gig” work concluded the number of gig workers in the US was quite small, contrary to popular opinion. But the problem with the study was it asked those surveyed if their primary job was “gig.” It thus missed all those for whom driving Uber or Lyft or other gig work was a secondary job in addition to their full time primary.

		

		Job Creation Myths

		

		A hallmark claim of Neoliberalism in general is that business tax cuts create jobs. This is one of the notions of the economic ideology called supply side economics. Cutting business taxes raises business disposable income, which, it is assumed, business then spends largely and instantaneously on new investment that boosts production and therefore hiring. But this is a deceptive ideological misrepresentation of reality. Businesses don’t necessarily spend the tax windfall on investment. They may divert the tax savings into investing in financial markets that don’t produce any jobs. They may distribute it to shareholders in the form of stock buybacks and dividend payouts. They may use it for buying up competitors via mergers and acquisitions. They may simply hoard the savings to boost their balance sheets. Or they may invest it on expanding production—but for production undertaken by their offshore subsidiaries. All this is what in fact actually happens, not that business tax cuts create jobs. There is no empirical evidence that such tax cuts causally result in job creation. Witness Trump’s massive $4.5 trillion tax cuts of 2017. What has actually happened with regard to investment in expanding plant and equipment and therefore employment as a result? After a very brief boost in early 2018, business investment in the US fell to only 2.7% (10% rate is historically average). In 2019 it fell further into negative territory by mid-year, as “Business investment contracted in the second quarter for the first time since the first quarter of 2016.”²³⁴ That means if investment—i.e. the mechanism for job creation per the supply side theory—has not risen, then the claim cannot be substantiated that business tax cuts, by creating investment, in turn create jobs.

		

		Has there been actual significant job creation since Trump took office? Yes, there has. But its causation cannot be attributed to the tax cuts. The actual job creation has been heavily weighted toward what’s called “contingent” employment. That’s part time, temporary, and otherwise gig work (Uber, Airbnb, etc.). And those are low paid, no benefit forms of employment—which helps explain why there’s been little wage gains while jobs have risen during this particular phase of Neoliberalism. And that further suggests US Labor Dept. statistics have been grossly underestimating the weight of contingent job creation in its monthly statistics. It is highly likely that Labor Dept. is not accurately reflecting the reality that the massive jobs increases are occurring as part-time/temp second and third jobs rather than in more people being employed. US Labor stats do not really report the number of workers finding employment when the Dept. reports job gains each month. It reports jobs—not people—growth. So jobs can be increasing (as second and third jobs added) but employment by real people actually not growing as much. Recall the prior Bankrate survey that 45% of all American workers indicate they are working second and third jobs to make ends meet! Or the Marketwatch survey that 33% need a gig side job in order to meet expenses!

		

		The confusion in the Labor Dept.’s job stats is perhaps further suggested by recent revisions in its job creation numbers. Annually the Labor Dept. adjusts its past year job numbers after more data is made available from states’ unemployment insurance records. In its latest report, just prior to the Labor Dept. downward revisions, the Dept. indicated it had over-stated 2018 jobs by more than 500,000 jobs.²³⁵ That brings 2018 monthly job creation numbers well under 200,000, which is about the 180,000 monthly creation in 2017. In other words, no actual increase occurred due to Trump’s tax cuts introduced in January 2018.

		

		The Labor Dept. stats indicate employment rose from July 2018 through July 2019 by 1.1 million jobs.²³⁶ Does that mean the Labor Dept. had erred by nearly 50% in its job growth numbers? If so, it’s such a gross margin of error it makes Labor Dept. job reporting under Trump highly suspect or else something is fundamentally wrong with US job creation stats. What’s wrong is that the stats are failing to accurately reflect contingent job creation as second and third jobs.

		

		In summary, Trump’s Industrial Policy has successfully continued the trend and direction of his Neoliberal president predecessors, from Reagan through Obama. Deregulation and privatizations have continued, with deregulation actually accelerating. De-unionization has continued, with special new focus on public employees and the open shop. More collective bargaining clauses in union contracts are being made illegal, and strike activity has been virtually as non-existent as it had become under George W. Bush and Obama. Contrary to the political spin, wage compression has continued as the rule for as much as 80% of the labor force along with real wage contraction for those at the median wage level and below—except perhaps for the lowest paid at minimum wage and then only in certain states. And Trump has continued to peddle the false myth that business tax cuts are creating jobs, when in fact job creation is increasingly “contingent,” and even more so as second and third contingent jobs per person under Trump—a fact which sheds light on the apparent anomaly of wage stagnation amidst rising employment and declining unemployment rates.

		

		It may be a stretch to call Trump’s industrial policy a “restoration” of Neoliberalism. It has certainly reversed the modest trend toward regulation during the Obama regime. Under Obama there was some minor relief from the worst of Neoliberal industrial policy that had prevailed from Reagan through George W. Bush. But except for ACA and Dodd-Frank financial re-regulation, which were structured as minimalist programs at best, other relief from Neoliberal industrial policy trends since Reagan was, under Obama, marginal and temporary. In other fundamental ways, Trump industrial policy is best described more accurately as a continuation of trends established and deepening from Reagan through Obama—characteristic Neoliberal trends of de-unionization, privatization, wage compression, and the continued peddling of the myth that business tax cuts boost investment and therefore jobs.

		

		Has Trump Restored Neoliberalism?

		

		After nearly three years in office, Trump’s restoration of the Neoliberal policy regime is a mixed picture. On the one hand, Business-Investor tax cuts and War-Defense spending fiscal policies have clearly been set back on an accelerating growth course established under George W. Bush. In fact, they are being pursued even more aggressively. What we have here is clearly a more virulent Neoliberalism 2.0. The faltering of War-Defense spending under Obama—which was necessary to justify an even greater $1.–$1.5 trillion reduction in social program discretionary spending—has been especially restored. In addition, Trump’s tax cuts have exceeded in two years what Obama had achieved in eight. So its restoration—and then some—with regard to these two Neoliberal policies.

		

		A similar case may be made for Trump’s Industrial Policy as it applies to deregulation and privatization. Other elements of Industrial Policy represent more of a continuation of preceding trends prior to Obama, and an elimination of Obama’s softer approach in some areas of wage, de-unionization, and other industrial policy programs. While Obama slowed and in some cases rolled back the privatization of public lands and public goods, Trump has succeeded in reversing those rollbacks. On the other hand, Obama was an advocate of privatizing education through Charter schools and his “No Child Left Behind” program. Nor did he lift a finger to defend the attack on teachers’ unions and collective bargaining in the public sector. Industrial policy associated with wage compression and jobs under Trump represents a return, after Obama, to blocking federal and other legislated wage minimums, while reigniting the Neoliberal attack on reducing eligibility for overtime pay. But wage levels for most workers consistently fell under Obama, and under Trump have proved the same even as the high end of wage earners may have improved under Trump.

		

		But there are three areas of Neoliberal Policy where Trump restoration has clearly been failing to date. He has not been able to achieve even token reductions in social program spending and other non-defense discretionary spending. He has clearly been willing to forego those cutbacks in exchange for agreement by Democrats to allow his escalating War-Defense spending. Nor has he been willing to take on a fight to cut mandatory spending programs like social security retirement and Medicare as yet. Should he win another term in office, however, that attack is almost guaranteed as forthcoming after 2020.

		

		His two highly successful restorations—i.e. War-Defense spending and Business-Investor tax cutting—combined with failure to cut social program-nondefense discretionary spending has resulted in a rapid rise of trillion-dollar annual budget deficits and accelerating US national debt. That too must be acknowledged as a failure at Neoliberal restoration.

		

		The two areas of Neoliberal Policy where Trump’s restoration has failed most dramatically to date, however, are Monetary Policy and External Policy—the latter in particular with regard to trade relations restructuring and ensuring a low dollar exchange rate. Neoliberal Monetary Policy defined as ensuring chronic, long term low Federal Reserve interest rates might be called a fight over policy in process. Thus neither Monetary Policy nor External (especially trade) Policy to date represent a restoration of Neoliberalism by Trump by any definition.

		

		The question is whether the contradictions inherent in these various elements of Neoliberal policy will, or even can be, overcome. As the beginning of this chapter indicated, Trump has clearly successfully restored some of the key elements of Neoliberal policy regime, has just as clearly failed to restore other elements, and other key elements remain a “work in progress.” Some long standing contradictions within Neoliberal Policy that have been there since the beginning under Reagan still remain—such as the difficulty achieving Neoliberal external/trade policy objectives without undermining Neoliberal fiscal and monetary policy elements; or new contradictions emerging and intensifying—such as the growing contradictions within fiscal policy between deficits and debt financing, on the one hand, and Neoliberal tax cutting and defense spending on the other. Or within Neoliberal monetary policy—in the form of central bank engineering lower interest rates while still selling Treasuries at an attractive rate yield in order to finance budget deficits. Contradictions within Neoliberal external/trade policy are also growing—such as keeping the dollar exchange rate low while simultaneously raising tariffs, even as the latter slows the global economy and raises demand (and therefore value) of the dollar.

		

		Another long-standing contradiction inherent in Neoliberalism since the beginning, under Reagan, has been the inability of US capitalist economy to reconcile rising War-Defense spending with business-investor tax cutting while deepening Austerity in social program expenditures. Domestic resistance has prevented the latter, except for a brief period during the last crisis in 2011–13 under Obama. Neoliberalism’s “alternative solution” to this was to establish the “twin deficits” that would in effect provide the revenues (from borrowing) to cover the deficits created by Neoliberal continued War-Defense escalation and ever greater Business-Investor tax cutting. But this fiscal policy contradiction solution, by means of External policy (running trade deficits and introducing free trade agreements), has spawned a further and perhaps even more serious contradiction: namely, rising global capitalists’ opposition to Trump’s trade wars policy which itself threatens the twin deficits solution to the fiscal policy contradiction.

		

		Thus domestic US popular opposition to austerity in social spending (which will certainly intensify should austerity apply to mandatory social programs like social security), on the one hand, and capitalist competitor opposition to Trump Neoliberal trade policy, on the other, together represent a political reflection of the contradictions that exist today within the Neoliberal policy regime and the opposition to which it gives rise. Neoliberalism cannot have it three ways: it can’t have social program austerity amidst escalating War-Defense spending and Business tax cutting. It can’t have its cake and eat it without having a bad bout of deficit-debt indigestion. And its effort to restore US hegemony via External policy (aka trade restructuring) may no longer be possible either. If so, the US twin deficit will be the eventual casualty.

		

		Overlaid on all this is the realization that Neoliberal Monetary Policy has run its course and is exacerbating all of the above. Neoliberal low interest rates—so important to US multinational corporations’ foreign profits realization and to a low dollar exchange rate—appears increasingly unsustainable. Neoliberal Monetary Policy since the mid-1980s has been in the service of providing low cost money for US business, low dollar valuation for US multinational corps, cheap money for US bankers and borrowers, and a source of annual trillion-dollar income redistribution for capitalist investors via stock buybacks and dividend payouts. In short, it has subsidized capital to the tune of trillions of dollars—in the process artificially boosting financial asset markets and speculative profits. In so doing, however, the chronic nearly four decades of cheap money and credit (and therefore the massive debt increase) ultimately engineered by the Federal Reserve and other central banks, has in effect “broken the back” of monetary policy as a force for stimulating the real economy during periods of economic slow growth and recession. The chronic long term and artificially low interest rates have had several effects. One is provoking intensified inter-capitalist competition in the form of “competitive devaluations via central bank monetary policy.”

		

		In the 1930s decade, competitive devaluations by government declaration or fiat played a major role in preventing the global capitalist economy from economic recovery from depression. Today the same is occurring, but through the intermediary of central bank monetary policy. As the US attempts to drive interest rates down, other world economies do the same and more so by central bank rate policies as well. The result is currency instability outside the US and capital flight to the US as other currencies fall. That capital flight’s destination drives up the value of the dollar. And that disrupts US trade restructuring objectives. So the nearly four decades of US central bank massive liquidity injections in the economy, designed to drive down interest rates, actually results in a rising dollar instead of its decline in response to interest rate cuts.

		

		What the foregoing represents is that Neoliberal Monetary Policy increasingly contradicts Neoliberal trade restructuring and low dollar neoliberal policy objectives. Just as contradictions prevent the three objectives of Neoliberal Fiscal Policy, so too is Neoliberal Monetary Policy today serving as a contradiction to Neoliberal trade restructuring. The reflection of this contradiction on a personalities level is Trump’s simultaneous attacks on China president, Xi, as the US is thwarted in trade restructuring, and on US Federal Reserve chair, Jerome Powell, as he is blocked in the area of driving down interest rates.

		

		At the highest level, Neoliberal Fiscal, External, Industrial, and Monetary Policies are “out of synch.” Or, more accurately, are increasingly in contradiction to one another. Ultimately this combined “grand contradiction” is due to the financial restructuring and globalization of the international capitalist system since the 1980s, as well as the multiple other material forces that have been evolving within global capitalism during its current four-decade Neoliberal phase. In other words, the evolution of the US and global capitalist economy itself is at the heart of the growing contradictions within the Neoliberal policy mix. This is no different than prior capitalist policy regimes that arose in the early and mid-twentieth centuries in the US. The new policy mix, associated with the prior natural restructuring of capitalism, at first serves to integrate and stabilize that restructuring. But the policy mix eventually comes into contradiction with the real evolution of the capitalist system. Under the new natural restructuring and changes in the system the prior new (now old) policy regime becomes a drag on the continued evolution of the system. It slows its growth. It destabilizes both its real and financial sectors. Capitalist agents—i.e. investors, corporate leaders, politicians and policy makers come to realize a more structural change must occur in the policy regime as well. Thus the 1907–16 policy regime, new at the time, eventually no longer serves its purpose. It gives way, after a crisis period, to a new and different 1944–53 policy regime. And that too begins to serve its purpose, as it did by the 1970s, to be replaced by the Neoliberal policy regime that followed.

		

		The question today is whether the Neoliberal policy regime has now “run its course.” If not, then perhaps the Trump restoration might be successful. But if Neoliberalism has reached “the end of its rope” (meaning it no longer continues to serve capitalist expansion and interests), then the Trump current attempt to restore Neoliberalism—even in a more aggressive 2.0 version—is doomed to fail.

		

		
			Chapter two of this book addressed past material forces that ultimately underlay and drive the evolution of the Neoliberal policy regime. It was argued some of these forces are inherent to the evolution of capitalism itself—i.e. are thus “natural.” Others are due to changes in the character of US capitalism brought about by Neoliberal Policy. But how might have these “old” material forces changed over the past four decades of Neoliberal policy regime hegemony? What new material forces have already emerged? Or are about to emerge? What might these various material forces look like in the decade to come? Will they render Neoliberal Policies increasingly contradictory in the 2020s just ahead, and therefore increasingly even more ineffective? Or even more contradictory? To put it alternatively, will they result in the continued and even more fundamental failure of Trump policies, and any similarly-minded successors to Trump attempting to restore Neoliberalism, even if not replicating Trump’s particular form of Neoliberalism.
		

		

		It appears to us that the material forces—whether old, new, and emerging—present a challenge that Neoliberalism is not up to resolving. That means the new policy mix of the 2020s will be either even more aggressive and violent in its implementation and effect than has Trump’s 2.0 failed restoration; or whatever replaces Neoliberalism as we have known it will be fundamentally different and perhaps more progressive than imagined.

		

		As a first step in analysis, it is essential to understand the new material forces that are even today rapidly transforming and restructuring the US and global capitalist system “naturally.” To that task the next chapter turns.
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		CHAPTER NINE

		

		Capitalism’s Next “Natural” Restructuring and Crisis

		

		As was argued in the early chapters of this book, Neoliberalism is not just a particular economic policy mix developed in response to the crisis of the late 1970s.

		

		Nor has Neoliberalism much to do with the idea or the practice of classical Liberalism. However, although it is not specifically created by conservative and radical right intellectuals to attempt to justify Neoliberal policy and its negative consequences by adapting classic Liberal propositions and values to late 20th century capitalism, it is nonetheless mostly ideology; that is, ideology in the sense of ideas or propositions created to justify policies and economic restructuring that mostly benefit US economic and political elites—both at the expense of their international capitalist competitors as well as at the expense of the domestic US working class, small businesses, and small farmers.

		

		Most critical accounts of Neoliberalism direct their critique at the Idea of Neoliberalism. Some focus on the policy consequences and practice of Neoliberalism. However, even when leveled at Neoliberal policy, their critique is heavily weighted toward Neoliberal fiscal policy (i.e. austerity) and industrial policy (especially deregulation and privatization).

		

		But that restrictive focus on Austerity and Deregulation-Privatization leaves underdeveloped a critique of Neoliberalism’s “External” and “Monetary” policy that is just as integral to it as its Industrial and Fiscal policy. It leaves out analysis of how the four policy areas interact and determine each other. That failure in turn means that the contradictions inherent to Neoliberal policy are seldom considered; and that failure to understand the contradictions in Neoliberal policy renders their critique unable to predict where Neoliberalism may be evolving—and thus whether Trump’s current effort to restore it will fail or not.

		

		One of the main theses of this book is that the analysis of Neoliberalism must be taken even deeper than a critique of Idea or even of a particular policy mix. Whether as Idea or Policy Practice, Neoliberalism is driven by fundamental material forces, the understanding of which must be part of any analysis and critique of Neoliberalism. Without understanding the material forces driving its evolution, it is not possible to fully understand Neoliberalism.

		

		In early chapters of this book an initial effort was made to describe the material forces that in the 1970s led to the crisis of that decade which, in turn, gave rise to the Neoliberal policy mix. The premise is that capitalism is always undergoing change and increasingly rapidly so in recent decades, driven by fundamental changes in technology, markets, money and other key elements. This is what might be called a “natural restructuring” of Capitalism itself as it evolves and changes over time. That natural restructuring periodically creates its own internal contradictions and produces periodic crises, both financial and real. Economic policies and tools of the preceding period then prove inadequate in containing or resolving the periodic crisis. They may even contribute to the crisis itself. A new policy mix is required to address the crisis, designed to bring about a further restructuring of the system in an attempt to stabilize it. The “Neoliberal restructuring” that was introduced in the late 1970s-early 1980s is but the most recent of a long series of such policy restructurings in response to a periodic crisis in growth and stability. Similar policy restructurings occurred in 1944–53 and 1908–1914.

		

		For example, the policy mix that was established in the wake of World War II, from 1944 to 1953, no longer “worked” to ensure economic growth and economic stability by the 1970s decade. The 1944–53 policy mix that “worked” for at least a quarter century, from 1944 through the late 1960s decade, came increasingly into contradiction with the “natural restructuring” and evolution of the capitalist system that led to the crisis of the 1970s. The new, changed economic realities of 1970s capitalism required new policies in order to accommodate the “natural restructuring” of the economy that had destabilized US capitalism by the 1970s. That new policy mix was labelled Neoliberalism.

		

		Neoliberalism is thus a particular combination of policies designed to restore Capitalist growth and stability. And since Neoliberalism was initially and primarily a US (and to a lesser extent a UK) experiment, it was designed to restore American capitalist growth and stability on terms favorable to American capitalism. It was designed to ensure US capital’s global economic hegemony for decades to come, as well as to beat back US domestic working class forces that had been mobilizing with some success during the 1970s crisis decade.

		

		The preceding chapter 8 focused on whether Trump’s restoration of Neoliberal policies—in response to the growing contradictions of Neoliberal policies under Obama—could successfully restore the Neoliberal policy mix as a solution to lagging US and global capitalist growth and stability post-2008. Post 2008 Neoliberal policy was not generating sufficient economic growth and stability, as it had pre-2008. The crash of 2008–09 had changed something fundamental in the US and global economy. Moreover, the Neoliberal policy mix now seemed to be contributing to that lagging growth and growing instability.

		

		The central question today is whether Trump can restore Neoliberalism in a more aggressive, virulent form that will generate acceptable capitalist economic growth and stability once again—or whether the inherent contradictions in the Neoliberal policy mix will negate the Trump restoration effort? The material forces that are currently driving the “natural restructuring” of capitalism today will intensify over the course of the next decade. As argued in preceding chapters, those forces and restructuring will defeat Trump’s Neoliberal restoration. What new policy mix will then emerge in the 2020s to replace Neoliberalism? It is likely whatever comes next will look quite unlike Neoliberalism.

		

		This chapter attempts to identify those material forces that continue to drive the ever-evolving “natural restructuring” of US capitalism that today are undermining the Neoliberal policy order. These are the questions that need to be addressed:

		

		•What are the deep material changes that are making Neoliberal fiscal and monetary policies increasingly ineffective in generating real economic growth and in stabilizing its financial-banking-credit systems?

		

		•Why has Neoliberal Industrial policy failed?

		

		•Why have Neoliberal “External” (trade, currency, global capital flows) policies become contradictory to growth and stability?

		

		•Has Neoliberalism reached a dead end?

		

		The main material forces that are driving the current stage of capitalist “natural restructuring” and in the process undermining the Neoliberal policy mix are: concurrent revolutions in several key technologies, accelerating change in production and distribution processes, change in the very nature of money, and the consequent rapid changes in product markets, financial markets, and labor markets due to the technological, processes, and money form revolutions.

		

		Neoliberal policy will not be able to harness, nor contain, the negative consequences of these forces as they evolve full blown into the 2020s decade ahead. Neoliberal policies will therefore not be able to continue to ensure capitalist growth and stability in the face of these changes. Growth will continue to slow, stagnate and even contract, and financial instability events will grow in frequency, scope, and magnitude. A new policy mix will necessarily have to emerge. It will not be Neoliberal in its constituent elements. But what it will be is yet to be determined by events—economic and political—in the next half decade.

		

		1. Technological Forces

		

		The great transformations of capitalism have always been associated with the introduction of new Power technologies.

		

		Hydrogen and Electricity Storage

		

		Without coal in the 18th century there would not have been an industrial revolution that enabled the concentration of wealth and political power in the hands of a rising capitalist class, in turn enabling that class to displace the previous dominant landed aristocracy and nobility class. As Adam Smith argued in the middle of that century, wealth is not created by the accumulation of gold or precious metals; it is not achieved by merchants trading goods. It is created by the production of things. Only that production then enables the creation of more money necessary to facilitate the exchange of those goods. The more goods produced, the more money form of wealth could be created in tandem. Money was just the expression of the wealth first created and embodied in the goods produced. Excess money creation beyond the goods produced results in inflation and instability; conversely, insufficient creation of money in relation to goods results in economic contraction. Thus it is the production of goods that is the source of wealth (and in turn, political power). Most important, however, goods could not be increased to any significant extent without manufacturing, and manufacturing depended on power generation—i.e. on coal. Coal fueled the steam that powered machinery that produced more goods. It also generated the heat necessary to turn turbines that created electricity on which expanding production also depended.

		

		The natural restructuring that accompanied the capitalist economy during the industrial revolution of the 18th–19th centuries was ultimately rooted in this revolution in power technology. Coal power began to give way by the late 19th century to another, even more efficient power technology: oil (and natural gas soon thereafter, in the early 20th century).

		

		Oil power technology required a new natural restructuring of the capitalist economy by the early 20th century. Technologies based on the internal combustion engine—the entire modern chemical industry, synthetics, plastics, agriculture output, and scores of consumer goods industries from cosmetics to countless household goods—followed. Coal could not have spawned these industries that expanded the production of goods manifold. To bring order to the now expanded output of goods, the capitalist State had to play a larger role. Modern 20th century fiscal, monetary, trade, industrial and other policies had to be introduced to manage and stabilize the 20th century modern industrial economy. Central banks drove monetary policy. Credit systems became more complex and expanded. Tax systems were radically changed. The gold standard no longer served as the key element of international capitalist trade. New industrial policies were created to accommodate the increased influence and power of the working classes in industrial capitalism.

		

		Power technologies were evolving—i.e. from a solids form (coal) to a liquid (oil) to a gas (natural gas) form by the close of the 20th century. All these forms of power had to be extracted from the ground, however. That was expensive. And insofar as the capitalist economy constantly seeks to reduce costs, the power technology of the future has increasingly begun to turn to the air (solar and wind power). And in the 2020s, it will increasingly turn to the sea, which contains a far more efficient, and even far less costly, form of power than coal, oil or natural gas—i.e. hydrogen. Hydrogen power generation is even superior to solar or wind power. The sun is not always available in all locations. And it generates power only for roughly 8 hours in a day even where it is available. Wind is even more regional, intermittent and unreliable. But hydrogen power from sea water can be made available for 24 hours every day. The next power technology revolution, starting in the next decade, will therefore be hydrogen. And the shift to it will accelerate the natural restructuring of the US and global economies already underway for various reasons.

		

		Almost as profound advances in electricity storage technology will accompany the hydrogen power revolution. Electricity can be generated by various forms of power. But up to now, if it is not used when generated, it is lost. Next generation power technology will be able to store electricity—and not in bulky, expensive battery form.

		

		However, the transition to hydrogen power and electricity storage starting next decade will prove highly disruptive economically. Countless capitalist companies and enterprises that today create products based on old power technologies will have to adapt or be displaced. Many will not make it. The loss of investment and returns will be enormous. The economic loss and instability created by un-serviceable debt behind that investment will prove significant.

		

		This evolution to new forms of power technology is occurring “naturally” within the capitalist system and cannot be prevented. It is a prime example of natural restructuring now underway that is soon to accelerate, bringing with it fundamental changes to 21st century capitalism that the traditional Neoliberal policies will not be able to contain.

		

		Artificial Intelligence and Machine/Deep Learning

		

		Another perhaps even more profoundly disruptive technological force is Artificial Intelligence (AI). AI includes the automation of decision making made possible by massive databases of information plus equally massive computing power to withdraw and process information virtually instantaneously from those databases. Add to this the software “machinery” that manages the connectivity between the databases and the computation process, and the statistical algorithms that define the form in which the information is finally reported.

		

		AI will have profound effects on production processes, distribution channels, and on all markets—product, financial, and labor alike. It will eliminate simple decision making—and the machinery and workers now necessary for that simple decision making. New and faster (and thus less costly) product development, self-maintaining and self-learning machines, and even fully automated services delivery will follow. Hundreds of millions employed in simple decision making will be displaced, and not just in manufacturing. While there will be additional hiring of people with highly skilled mathematical, custom programming, and problem solving skills—i.e., where decision making is highly complex—the AI machines over time will become more intelligent, i.e., self-taught, and increasingly take on more complex decision making problem solving.

		

		Communications Technology: 5G and Sensor Technologies

		

		Other technologies driving the need for fundamental economic restructuring in the next decade will include communications tech, already well in development. 5G wireless technology will provide the backbone for communications. It will in turn accelerate the early development already underway in sensor technologies. Sensor technologies will enable driverless cars, trucks, public transport, and even aircraft. They will also expand private corporate and government surveillance capabilities.

		

		Sensor technologies will combine with a new materials revolution. Paint and glass innovations will enable the intelligent building. Photovoltaic functions will be embedded in building glass and painted surfaces. Buildings will be able to determine the identity of those who enter, manage the heating and cooling from information from windows, and provide “off grid” all the electricity needs of the structure. Auto paint will serve as a source of solar power supplementing hydrogen from water fuel.

		

		Transport Technologies: Driverless Vehicles

		

		Once AI, sensor and electric storage technologies are adequately developed, self-driving autos and trucks will then finally become functional, and only then, leading to viable new products for the market. And that will happen by the end of the 2020s. One can imagine the economic dislocation this will create as more than one million truck drivers in the US alone are displaced, and as auto sharing replaces auto purchases, thereby reducing current annual auto production from 15m plus in the US to well fewer than 10 million a year. Driverless public transport systems may come even sooner to subways, trains, and urban light rail. Aircraft Manufacturers and Airlines are already capable of reducing pilots and engineers on airlines to a single person, who will mostly monitor the airplane (not actually fly it) in cooperation with centralized, ground based technicians who will “fly it,” viewing and monitoring the aircraft’s physical orientation and performance.

		

		BioTechnologies: Genetic and Molecular Engineering

		

		Biotechnology advances will enable children born next decade to live, on average, 100 years, and possibly more. Genetic, stemcell, and molecular engineering will save and extend lives to an unimaginable degree. Aging cell retardation and replacement, organ reproduction, pre-birth DNA engineering, and eradication of major diseases like diabetes will extend life—all of this for those who can afford it. The effects of all this on retirement, pensions, and social program costs—and how those costs are financed—will have to be rethought and new radical policies of income protection will almost certainly be necessary. Neoliberal tax and social program spending simply won’t be adequate.

		

		The foregoing brief overview of power technologies, AI, materials technologies, communication, transport, and biotech are just a short list. The new technologies will enable new forms of money, new ways of producing and distributing, and create new products and services that will in turn demand and drive even more technological advances. Technology expands asymptotically (or perhaps cancerously, for its effects are not always positive for humans). Can current Neoliberal policies accommodate these changes and maintain growth and stability in the process? Are current Neoliberal policies that are already generating unacceptable trends in income and wealth inequality, while proving unable to resolve the retirement crises for the vast majority, be exacerbated by the emerging new technology forces? Already Neoliberal policies are resulting in inadequate job creation (quantitative and qualitative), generating rising homelessness, deteriorating health care services and failing educational services for the majority. Will Neoliberal policies resolve the current decline of privacy and civil liberties to which these technologies are already contributing on an increasing scale? Will new technologies abate or accelerate the current perversion of democratic rights, norms and political institutions already underway in today’s late Neoliberal era? Neoliberal policies are failing on many fronts. It is unlikely its particular policy mix will prove able to manage the major technology changes that will emerge full blown next decade.

		

		2. Production Processes and Distribution Channels

		

		There are several revolutions in how goods are produced and goods and services are delivered (i.e. distributed) that will have major impacts on the economy, requiring further restructuring. The primary material force of Technology in turn brings forth fundamental material changes in production processes and markets that are fundamental material forces of their own. All interact and mutually feedback on each other: technologies driving changes in production, money and markets while the latter changes in turn elicit and accelerate further changes in the technologies.

		

		3-D Printing Manufacturing and Distribution Revolutions

		

		An important change in production processes is 3-D printing, only now in its infancy but destined to expand rapidly since it offers capitalist production an immense opportunity to offload production costs in fixed and working capital to the consumer. It is in that manner an analog to gig economy companies like Uber, Lyft, Airbnb, and others, which offload physical capital costs to the worker or homeowner. Slashing or even eliminating costs of goods production altogether results in the kind of major profits boost which capitalist production constantly seeks.

		

		With 3-D printing the manufacturing of many smaller items will be done at the consumer site, not by the manufacturer in an offsite location, as is the case now. This will save producers’ cost of goods production significantly. But it will also mean fewer workers offsite to make the products. Consumers will become de facto unpaid employees undertaking construction or assembly. 3-D printing also means radical change in distribution channel costs. Goods produced at the end-user, household consumer site suggests distribution via 5G wireless. There is no delivery cost apart from the 5G wireless fee to transmit the data specific to the product to be created by the printer. The cost of production is thus shared by the traditional manufacturer and the consumer—with some, if not all of it “offloaded” to the consumer. The cost of physical capital (aka machinery) in production is also off-loaded to the consumer. The traditional manufacturer may initially lease the 3D printing equipment to the consumer, at first with a monthly charge or, as competition develops, discounting the monthly charge. Distribution costs reduce to a “transmission fee” via the wireless network—based on the speed and bandwidth used to send the data instructions for the product much like data use charges for wireless phones today.

		

		Manufacturing companies that make the transition to 3D printing technology will have a significant cost of production advantage over their competitors. Those companies slow to adopt will experience relative financial loss, find credit more difficult to obtain from banks, then default on debt and go bankrupt—with all the consequences for employment and financial system instability. It is much like today’s Amazon distribution revolution that has undermined and bankrupted those traditional retailers slow to offer online buying and one day delivery of goods.

		

		Already traditional big box retail and malls are in rapid decline due to online commerce and faster goods delivery by Amazon and other competitors now mimicking it. Same-day goods delivery now becoming common sounds the “death knell” of physical goods distribution where the consumer goes to the product; now the product comes to the consumer after selection online. That is the Amazon effect and distribution revolution 1.0. But it is about to go much further. Soon drone technology planned by Amazon and others will deliver most products to doorsteps, reducing the market for delivery services like UPS and Fedex (and thus employment of millions in those companies).

		

		In the next phase it is likely that Amazon, the industry leader, will also become the 3D printing apparatus provider, integrating its current “Alexa” technology with such 3-D apparatus. The end result is big box retail—and commercial property in malls—will decline even more rapidly next decade than they have in the present decade. Household names like JC Penneys, Macy’s, and others will disappear by the mid-2020s. 3-D printing technology will not only displace millions of small manufacturing companies but similarly distribution companies as well. Companies like Sears were bankrupted by Amazon’s distribution revolution 1.0; those like WalMart that have followed Amazon will continue to survive. But the distribution channel revolution 2.0 enabled by 3-D printing will have even greater negative impact—on both production processes and distribution channels.

		

		AI-Machine Learning: Product Output, Self-Maintenance and Product Development

		

		Machine learning is another revolution in production processes. As machines increasingly become a software-based form of physical capital, they develop the ability to self-maintain. Artificial intelligence enables machines to constantly engage in preventive maintenance and to self-repair as necessary. It allows the machine as it produces to identify ways to produce even more efficiently. R&D costs on next generation machine product lines are thus embedded in the production of the old product, reducing R&D costs of product line development. Maintenance costs are reduced. Employment in both maintenance and R&D is thus reduced, and operational profits raised.

		

		AI, Machine Learning and Automated Warehousing

		

		New technologies are not only about to spawn new revolutions in production output, in the form and location of physical capital in production, in machines that are increasingly self-learning and self-maintaining, and in the off-loading and relocation of distribution to end-users and consumers. They are not only about to eliminate millions of smaller companies involved in the manufacturing and redistribution of goods (with concomitant negative employment effects), and the retailing of goods, but they will also hugely impact the wholesaling (inventorying) of physical goods.

		

		Artificial Intelligence and intelligent machine learning will generate a major upheaval in the Warehouse Industry. Currently Amazon’s distribution revolution 1.0 requires hiring of significant numbers of workers in its expanding warehouse network. But that is temporary. Amazon and its corporate mimics are simultaneously developing warehouse technologies—based on AI and machine learning—that will enable mass layoffs of those same employees after the mid-2020s decade. Stocking and retrieving of goods warehoused will be done by intelligent machines which will know where every item is stored. Where humans now move around on forklift-like devices to stack and retrieve, machines will address that. Packaging will be without a human touch. Delivery as well. All ordering will be automated. Such Amazon pilot warehouse projects are already in process.

		

		Intelligent Building Materials

		

		Another development impacting production processes of the future is the pre-construction of intelligent building materials. Pre-fabricated intelligent windows, walls, paint, and insulation materials will replace current “dumb” glass, drywall, fiberglass, wood and concrete materials. Photovoltaic cells are already being embedded in new glass technology. The form of solar panels on the top of buildings or homes will be replaced in the next decade by solar generation by means of the photovoltaic cells embedded in the windows of a building, and thereafter, eventually, in new forms of paint. Thereafter, auto solar power will come not only from the 220 outlet in the home or at a station, but from the painted metal exterior of the auto itself. Buildings will become increasingly “intelligent.” Internal walls in a building will sense the number of people in a room (as well as identify each) and appropriately adjust the heating and cooling, the lighting, the humidity, etc. Adjustments to the automated atmosphere will be done by voice commands, not wall switches or thermostats. New synthetic composite materials, stronger and simultaneously more flexible than concrete or wood, will become the basis for core building construction.

		

		Professional Services Delivery

		

		Processes by which professional and personal services are “produced” (made available and delivered to customers) are also impacted by new technology and material forces. The massive information gathered on each person today, which will be expanded manifold by new technologies, will enable personalized marketing and sales. AI deep learning capabilities will anticipate consumer demand as it emerges. The purchase of big-ticket items like autos and homes will be promoted through social media, and processed and delivered online. Consumers in the final stage of the sale process will go to the location to pick up the product or to move in. The need for large on-site staffs of car dealers and real estate agents will thus decline sharply.

		

		In-company professional services like cost accounting and human resources departments will be reduced as “deep learning” AI is able to predict accurately the “next period” needs of the business to support production. Similarly, marketing staffs will be less necessary as customer analysis, pricing, promotion and advertising decisions are done by intelligent software fueled by massive processed data and statistical analysis. Customer support services (already largely automated) will be machine driven, except for the very largest and most profitable customers of the company where human relations will remain strategically critical.

		

		AI, machine learning, deep learning, the internet of things (IOT), software-driven fixed capital, massive computing and calculating power from even more massive information databases, etc. will lead to the automation, and thus de-professionalization, of most professional services. Where somewhat independent and complex decision making was once necessary, AI and related technologies will assume the task and the previous “professional” services will be reduced to a “machine monitor” human, on standby to ensure the software and its hardware delivery devices continue to work.

		

		Simple decision making non-professional (by definition) occupations will be displaced early. Moderately complex decision making by many professional services and occupations will be eventually displaced. Only the most complex decision making will remain in human hands. While the numbers of these may actually grow, that growth will be offset many fold by the loss of simple decision making employment involved in the production and distribution goods, as well as simple decision making services. In between, professional services will be steadily de-professionalized and the nature of that employment changed radically.

		

		3. The Money Form

		

		Technologies of the future will not only have great impact on production processes, distribution channels, and how goods and services are made and delivered to consumers, but will have an impact on the nature and role of money itself. The medium necessary for the production and sale of goods and services is already undergoing a major transformation. That transformation applies to goods and services bought and sold between businesses, as well as between businesses and consumers.

		

		Money is the “medium of exchange.” Money is also a “store of value.” So long as any “thing” has these properties, it qualifies as money. Money is a “universal equivalent” for transactions concluded in the present (i.e. purchases) or transactions that are initiated in the present but only concluded at a future date (investments).

		

		To satisfy its two functions—i.e. as medium of exchange and store of value—money can take any physical form. Money form is whatever consumers, producers and investors are willing to accept. It may assume the form of precious metals (gold, silver, or other); it may be seashells, beads, notches on a stick, or even stones; it may take the form of paper—i.e. currency. Whatever the form, when it’s no longer accepted as payment then that form of money is no longer money.

		

		Various physical objects (beads, shells, stones, etc.) served as money before the smelting of metals (the metallurgical revolution which occurred millennial ago). Precious metals like gold, silver, and even for a while copper, were superior to these, however, because they permitted a standard unit of accounting (weight) and were easily divisible—two qualities lacking in previous forms of pre-metallic money. Gold was particularly desirable since it was also highly durable. It didn’t decay. One problem with gold and all forms of metallic money, however, was they had to be dug out of the ground. That’s why they are referred to as “commodity money.” But mining of money was difficult and expensive, and limited in terms of quantity. This form of money could not be expanded as fast as could the production of goods and that posed a problem. As the production of things accelerated with the industrial revolution, the quantity of money in metal form did not keep up. To facilitate exchange in production and the rising volume of trade, new forms of money had to be created. The result was currency (paper).

		

		With the rise of central banks and national governments a monopoly over the creation of paper currency by government, or what’s called “fiat money,” was eventually established in the 19th and early 20th centuries. Gold and silver thereafter eventually faded out as legal tender (i.e. as an acceptable money form for exchange transactions and business real investment). Governments ended up controlling the supply of commodity money. Gold, silver, metals, etc. remained as only speculative financial assets and markets.

		

		Since the 1970s, technology has been creating more and more substitutes to currency as money. Plastic credit cards are not money per se, but represent money stored in electronic form in banks. But throughout the 20th century banks have been moving to electronic transactions in their exchanges with other banks and with non-bank businesses. Actual paper currency serves as the medium of exchange in hardly any business-to-business transactions, and increasingly less in businesses to consumers.

		

		Today banks and financial institutions create money in the economy by expanding electronic credit entries for customers. The world of money is increasingly a world of electronic entries, rather than paper currency-based transactions. That has been made possible by past technological change—i.e. the internet and digital tech. But all that—paper currency and electronic funds transfers—is yesterday’s form of money.

		

		An even more radical transformation of money is underway that will render Neoliberal monetary policy increasingly ineffective and even irrelevant. Digital money—sometimes referred to as “cryptocurrencies,” the most notable of which is Bitcoin—is starting to appear. Cryptocurrencies represent the potential further loss of control of the money supply by central banks and traditional commercial banks.

		

		The private banking system is what actually creates money in the economy. But the central bank—the Fed in the US—has a major influence determining the rate of that money creation by the private banking system. Together the private banks and central bank determine the supply of money in the economy and that supply in turn partly determines the level of interest rates. However, the demand for money also determines interest rate levels. But money demand is a result of general economic conditions at large, and neither private banks nor central banks have much influence over money demand, per se. Their influence over interest rates is limited mostly to short term rates, which they exercise through influence over the money supply. But cryptocurrencies pose a problem to even the central bank and private banks’ influence over money supply and short term rates. And if the central bank and private banks lose further influence over the money supply (and therefore short term rates), that means that the essence of Neoliberal monetary policy—i.e. keeping interest rates low over an extended period—could be significantly reduced should the use of cryptocurrencies for transactions and investment become increasingly widespread.

		

		Cryptocurrencies are the product of a technology called “blockchain.” Without blockchain technology, Bitcoin or other cryptos could not be created. The blockchain-cryptocurrency potential threat to the money supply is real—and therefore the undermining of the ability of central banks to influence and determine that supply is also real. In other words, cryptos could destroy Neoliberal monetary policy. How? By flooding the US and global economy with another form of money—i.e. a virtual digital form. Any tech company that develops blockchain software could in effect create its own “digital coin” money and many are doing so. Should crypto-digital money become eventually accepted for transactions and for investment then it will have become money. The total supply of money worldwide would accelerate accordingly, in the process flooding economies with more money and creating more price distortions and asset bubbles than banks and central banks could succeed in addressing. It could create chaos in the global money supply and render central banks’ Neoliberal monetary policy even more ineffective than it is today.

		

		Blockchain-cryptocurrency software companies would in effect become the “new banks.” Since they are unregulated (so far), they already can and do lend or spend at will—in the process contradicting Neoliberal monetary policy actions by central banks. Neoliberal monetary policy effectiveness has steadily deteriorated over recent decades in any event, as central banks, the US Fed in particular, have since the 1980s flooded the world economy with excess dollars. That excess supply has led to chronic long run low interest rates—i.e. the Neoliberal objective. But the flooding has reached extremes and is resulting in financial over-investment and asset bubbles. When the bubbles break, the crash depresses the real economy in turn. Neoliberal monetary policy has already made the capitalist financial system more fragile and thus unstable and prone to bubbles and crashes.

		

		By creating digital currencies the Blockchain-crypto companies will only increase the quantity of money in the US and global economy further, in turn feeding even more financial and other asset bubbles. To try to bring private sector digital currency creation under its control, the Fed and other central banks will try to regulate its supply by having governments give the central banks supervision authority over the new digital money creation. But regulating digital currencies which reside only on the global internet will not prove easy. More likely central banks will try to create their own digital currencies. But that too will expand the money supply even further, and create the potential for even more asset bubbles and instability.

		

		The technology-enabled creation of a new, additional money form through cryptocurrencies will exacerbate financial fragility and instability. Expanding the global money supply by expanding digital money will drive interest rates even further into negative territory, and cause negative rates to become a permanent feature of 21st century capitalism. A global economy of generalized negative rates will seriously destabilize the entire global capitalist system. By the next decade Neoliberal monetary policy will prove incapable of reversing the deep, widespread and chronic excess money supply and chronic negative interest rates, making central banks even more incapable of managing the global money supply to prevent bubbles and crashes. At this point, it is just the beginning of the battle between central banks, their traditional bank allies, and the cryptocurrency digital money revolution. But that struggle will intensify in the 2020s. And if one were to bet, the winner would be the technology that drives borrowing costs lower—i.e. blockchain and cryptocurrencies—and not the institutions of central banks and governments attempting to contain and control it.

		

		Blockchain and cryptocurrencies’ creation will affect Neoliberal monetary policy in other ways as well. For example, Facebook has proposed to introduce its blockchain-based cryptocurrency international payments system called Libra. Libra is an extension of the crypto development. Currently the international monetary system of capitalism is based on what is called the “SWIFT” international payments system. SWIFT is dominated and ultimately controlled by US banks and based on the US dollar. Should Libra emerge as an alternative, it would make international payments regulation more chaotic. Europe is also developing its own alternative payments system called INSTEX. The point is that not only alternative currencies (cryptos) but also payment systems based on them will escalate in scope and coverage next decade. And that development will mean Neoliberal monetary policy will become more unstable and ineffective.

		

		4. Financial Markets

		

		Neoliberal policy accelerated the natural restructuring of finance capital that began in the 1970s and even in some instances the late 1960s. Finance capital is inherently unstable. It periodically leads to over investment in financial markets where the potential for super profits exists—most specifically, quick capital gains from the price manipulation of financial asset securities. Financial asset instability events that lead to financial crashes typically spill over into the real economy and exacerbate what otherwise might be “normal” recessions in the contraction of the real economy. Financial asset instability events precipitate a deeper and longer downturn of the real economy. That requires a more vigorous economic recovery stimulus. If not forthcoming, the contraction of the real economy may be of longer duration in a “great recession” than in a normal recession. The real contraction in turn has the potential to exacerbate the financial crisis in a second phase. Subsequent banking or financial crashes can follow. The Great Depression of the 1930s in the US was not a single event. It was a series of financial and banking crashes that occurred every year from 1929 through 1933 that drove down the real economy in stages following each banking crash. When financial crises overlap with real economic downturns (recessions) the potential for either a great recession or, even worse, a great depression, grows.

		

		When governments move to regulate the banking-financial system following a crisis and deep recession, the tendency in a capitalist economy is to restructure its financial system. It creates new forms of financial institutions, outside the regulatory framework of the older banking system. Over time that banking-finance regulation is also dismantled. The new unregulated institutions then engage in high risk-taking investing once again. Over time, financial instability again develops, financial bubbles that grew during stable times burst, and financial crises occur once again.

		

		This process occurred in the US economy in 1907 with the financial crash of that year. It spilled over to the real economy which experienced repeated recessions from 1908 to 1914. It was only the advent of World War I that ended the process. The process re-emerged in another financial crisis in 1929, which again spilled over to the real economy. This time the deregulation led to a chain of banking crashes in 1930, 1931, 1932, and 1933. There was no war yet, as in 1914, to end the downturn and subsequent stagnation. In 2008–09 the process repeated itself with the financial crash of 2007–09 and the great recession of the real economy that followed. And as in prior historical cases, the recovery from 2008–09 was weak and intermittent from 2009 through 2016.

		

		The new financial restructuring that preceded the 2008–09 crash consisted of the rapid expansion under Neoliberalism of the shadow banking system, which was essentially unregulated, global in scope, and determined to engage in highly speculative, risk taking investment in derivatives, properties, and other financial securities. The shadow banking system was at the center of the cause of the 2008–09 crash. Shadow banks consist of investment banks (like Lehman Brothers, Bear-Stearns, etc.), private equity companies, hedge funds, finance companies, pension funds, sovereign wealth funds, insurance companies, and so on. They were distinct from the regulated commercial banks like Citicorp, JP Morgan Chase, Wells Fargo, Bank of America, etc., although when the latter banks later became integrated with the shadow banking system, the financial crisis in the shadow banking system spilled over to the commercial banking system as well.

		

		The financial system restructuring under Neoliberalism not only produced a shadow banking system as large as the traditional commercial banking system in terms of assets managed, but also consisted of the creation of highly liquid financial markets worldwide, and the creation of countless new financial securities traded in those markets. Hence, the proliferation of new, unregulated financial institutions, speculating in new forms of financial securities (derivatives), in a system of global financial asset markets. But that “structure” had already begun before Neoliberal policy was introduced, part of a natural restructuring of capitalism. However, Neoliberal policies of deregulation, privatizations, free trade-incentivized foreign direct investment, business tax policy and central bank Neoliberal monetary policy all contributed to the acceleration of that financial restructuring as shadow banking system + global liquid financial markets + proliferating new financial securities traded in those markets by that system. This financial structure, as just described, is the real essence of the “financialization” of the capitalist economy.

		

		The point is, moreover, that this financial restructuring—driven both by natural forces and Neoliberal policy—will expand, deepen, and become even more unstable in the next decade of the 2020s. Shadow banks are even more influential today than before 2008. They control even more assets. They are even more central to the stability (or lack thereof) of the global economic system. They are increasingly displacing commercial banks and bank lending in various markets. They are at the core of what is sometimes called “capital markets” which are displacing bank lending as the primary source of money capital. Their representatives are in the center of political power and thus of economic policy determination as never before. And their ranks are growing in new ways, as well as expanding in older ones. Peer to peer lending, crowd-funding, and internet based housing finance are growing. Traditional non-financial multinational corporations have themselves become “banks,” lending to other non-banks. A third of all multinational corporations’ profits, on average, are from what’s called portfolio investment—e.g. financial asset investing.

		

		Never really regulated after the 2008–09 crash (while commercial banks were re-regulated in token fashion, and now with even that being deregulated once again), shadow banks are more powerful than ever and will become even more so in the 2020s. Prone to high risk taking and speculative investing, they promise to destabilize the financial system once again in the coming decade. The system of highly liquid financial asset markets has become, since 2009, even more integrated than before. Thus the potential for rapid “contagion” across markets and institutions is even greater today than pre-2008.

		

		Even more unstable financial assets have been created since that last crisis as well: more forms of derivatives, exchange traded funds, momentum stock funds and dark pools, more junk quality investment grade bonds (i.e. BBB), leveraged loans (equivalent of junk bonds), a repurchase agreement (repos) market (a shadow bank takeover from commercial banks), $ ten trillions of non-performing traditional bank loans in Europe, Japan, and India, an unknown magnitude of junk and non-performing loans in China’s state owned enterprises and local government financial vehicles (LGFVs), excess dollarized corporate bond debt that cannot be repaid in emerging market economies like Argentina, Turkey, etc. The list goes on of highly fragile assets in financial markets worldwide today—the consequence of a still expanding and unregulated shadow banking system and speculative capital markets.

		

		Rather than confronting all this central banks are intent on pursuing a Neoliberal monetary policy that combines a further bank deregulation policy with an interest rate policy intent on flooding the global economy with still more excess liquidity and easy (virtually free) money that will fuel still more speculative financial asset market investing, create still more financial bubbles which, when they burst, will likely generate a financial crash and a real economic contraction even worse than 2008–09. Central banks in the key global advanced economies (USA, Europe, Japan, China) are tripping over each other to lower interest rates still further, even as more than $17 trillion in economically destabilizing negative interest rates already exist and are growing at an alarming rate.

		

		Financial markets have been undergoing a restructuring for decades now and that restructuring—driven both by natural capitalist evolution and by Neoliberal monetary policy—is accelerating. Neoliberalism has thus far proven incapable of checking the growing fragility of the global capitalist financial market system. Indeed, it has in many ways exacerbated that fragility and potential for a major financial instability event next decade. Capitalist central banks as they now exist have already failed as institutions to provide either a stimulus or stability for the real economy, and to effectively regulate the banking system out of its chronic and periodic high risk behavior.

		

		Forces technological—and political—thus continue to drive financial markets restructuring toward even more instability and crisis next decade. Meanwhile, Neoliberal policy and institutions are less prepared and less capable of addressing that instability than ever.

		

		5. Product Markets

		

		Changes in product markets are another material force that promises to destabilize the US and global capitalist economy and undermine Neoliberal policy effectiveness. New products (and services here are included in “products”) will be created, in the process displacing existing products. A problem is that the employment generated by these new product lines will be less than the number of destroyed jobs as the old products disappear. This is already apparent in the case of social media and technology devices in recent decades. Google, Facebook, and other similar companies simply do not create the number of jobs that prior products did.

		

		Moreover, those new technology company products are often manufactured offshore. Apple alone employs 111,000 workers to make its iPhones—but not in the US. It is no secret that US companies have largely moved what they call their “supply chains” offshore. Given neoliberal tax policies that incentivize such production and employment offshoring, it’s likely the trend will continue so long as the tax incentives do. The trend is exacerbated by neoliberal free trade policy which allows offshored production to be exported back to US consumers without paying tariffs (i.e. trade taxes). The leading tech companies retain new product development (i.e. R&D) and skilled labor employment in the US. But even here the trend is to “import” skilled labor from their subsidiaries abroad on H1-B, L-1/2 visas to do the software development, business analytics, and engineering tasks. Hundreds of thousands of skilled workers are imported every year. Many convert their temporary visas after 3 years and remain.

		

		The revolutionary changes in production processes, noted previously, are often associated with major changes in the products and product lines themselves. As addressed above, the new and rapid growth product lines of the next decade will be intelligent (software based) machines, intelligent building materials, self-driving transportation equipment (cars, trucks, trains, and even planes), remote 3D-printing devices. Sensor and surveillance product devices of all kinds—both standalone and integrated with countless other products—will proliferate. So too will drones for transport, surveillance, and maintenance observation—not to mention military functions. So-called “Smart” homes with nearly all appliances networked to the internet. Embedded photovoltaic solar products. Office buildings will not only be “smart,” integrated with intelligent sensors, but will provide temporary accommodation: businesses will rent space on a short term basis (already introduced by companies like “WeWork”), even daily or hourly. The same “We” trend will displace apartment buildings construction and use as we know it: “WeLive” will rent facilities to multiple tenants in congested, expensive inner cities on a less expensive and affordable per day or even “per hour” basis. And when not taking driverless public transport, drivers will share rent for vehicles (‘WeDrive”?), a development which is also already occurring. New food products will flood the market, especially lower cost artificial “substitutes” for typically higher cost food products like meat, dairy, and even synthetic vegetable produce. Nearly all processed natural foods will be molecularly engineered. Military products will continue to shift toward fewer, high cost per unit weaponry, “unmanned” with military deployment monitored from afar by technicians thousands of miles away from the point of conflict. Cybersecurity warfare will parallel the traditional armed forces of the Army, Navy, and Air Force in size and investment. So too will “Space Force” military products.

		

		Services will be similarly revolutionized by the end of the next decade. Education services delivery will move in stages from “brick and mortar” locations to online services. Prepacked software “lesson plans” and delivery via common in-school and personal (phablet?) devices. Banking will be almost totally online by the next decade except for investors with significant assets to invest. Branch banks will become reserved for wealthier investors. Medical services will similarly move online faster, as they have already begun to do. Medical device development and growth will accelerate into many new product lines. The Restaurant-Grocery store industries will transition increasingly to direct-to-home delivery, instead of on site sit-down or physical facilities. And, of course, big box retail department stores will all but disappear by the end of the next decades—replaced by gig delivery services or drones.

		

		This change in multiple current products and product lines, and introduction of new products, will destabilize the economy in various ways. The rate of the change will increase, and occur more broadly than expected—especially after 2025. Like recent technology-driven changes, it will destroy more jobs than it creates. Moreover, the jobs created will be two-tiered. That is, the creation of tens of thousands of highly skilled analytic jobs will be more than offset by the destruction of millions of simple decision making jobs. More gig and independent contractor service employment will occur but it will be low paid, without virtually any insured benefits.

		

		Neoliberal industrial policy as we know it will not be able to absorb the under-employment and unemployment created by these widespread product shifts. In addition, the financing of the new products and product lines will likely come from the shadow banking sector and via cryptocurrency creation financing, and will therefore be more prone to risk, default, and instability. Neoliberal monetary policy—dominated by central banks and traditional commercial banks—will play a secondary role in the emergence of many of the new product lines. Many early entry companies will go bankrupt by the end of the decade after the initial phase of the coming product revolution due to the extent of excess debt-based liquidity in the economy searching for profitable investments—perhaps occurring on a scale not matched since the 1920s.

		

		However, as serious as the potential instability of the proliferating new products may prove for financial markets and for Neoliberal industrial and monetary policies, the greatest impact will be on labor markets. Moreover, this impact will come after four decades of Neoliberal policy that has already fundamentally changed labor markets in the US.

		

		6. Labor Markets

		

		Critics of Neoliberalism generally underestimate the great impact Neoliberal industrial policy has had on labor markets, and therefore the jobs and incomes of wage earners and their unions. The material forces on the horizon promise to have an even greater negative impact on labor markets in the next decade than have had Neoliberal policies the past four decades.

		

		Under Reagan, the shift to involuntary part-time “contingent” employment took root and grew; much of the union membership in basic manufacturing was offshored and a four decades-long rollback of past gains in collective bargaining began; deregulation of key industries like transport and telecommunications gave impetus to increased competition, forcing businesses to drive down wage gains; defined benefit pension plans were replaced by individualized 401k plans or eliminated altogether; and minimum and overtime wage adjustments stalled.

		

		Under Bush Sr. and Clinton, free trade accelerated job offshoring by the millions; pensions underfunding deepened as businesses were allowed to skim pension funds to pay for their business share of escalating health care costs; hundreds of thousands of skilled foreign workers were allowed into the US economy legally by H1-B and L-1/2 visas; NLRB rules made unionization more difficult and de-unionization easier; low pay service work began to flood into the economy; the number of contingent jobs escalated, with categories of temporary workers and independent contractors now joining the rising ranks of part timers as well; and by the late 1990s the opening up of trade with China set in motion the relocation of US business supply chains to China, bringing a further loss of US jobs.

		

		Under George W. Bush, all the above labor market transformations intensified: more pensions collapsed; more manufacturing was offshored; union membership further declined, with concession bargaining leading to the surrender of past gains; more H1-B visa foreign skilled labor was employed; more free trade deals let to more related job losses, stagnation of minimum wages and overtime pay; and now an increasing cost of health care services was shifting to workers from their employers.

		

		With Obama few of these trends would change. There would be token adjustments to minimum wages, still more free trade deals and an extension of Bush Jr.-era tax policies that encouraged offshoring. Pensions underfunding continued, now on an even more serious scale due to Neoliberal low interest rates and financial crash losses after 2008. Union membership continued to fall and concessions bargaining intensified. Obama signed more free trade agreements and job loss to China was allowed to accelerate. And, not least, in a hallmark new initiative called the Affordable Care Act, a new privatization of health care services was introduced.

		

		But these significant effects of Neoliberal policies on labor markets, from Reagan to Trump, will pale in comparison to the further deep changes coming to labor markets in the US over the next decade.

		

		In the past decade, new technology-driven business models began to appear, causing further upheaval. What might be called the “Amazon Effect” and “Uber Effect” have begun to negatively impact jobs, wages, benefits, unionization, etc. The Amazon business model has already destroyed countless small and medium retail businesses and their jobs. In Amazon’s next phase the hiring of its own warehouse workers will reverse, as Amazon implements its plans already in pilot programs to displace employees with AI robots, automated processes, and drone delivery. The Uber, or “gig,” Effect not only compresses wages and eliminates benefits but shifts the costs of capital to the worker as well. Now called independent contractors, Uber and all gig workers are legally prohibited from joining or forming unions in virtually all of the US (with the sole exception thus far of California which just introduced new labor laws). Nor do gig workers have benefits. With gig work, the “contingent” labor market revolution of prior decades reaches a new phase—i.e. it becomes barely contingent at all. In the gig economy, workers compete with each other daily, and indeed every minute, for the available customers in any given location, driving down the income earned by each driver. These former workers become dog-eat-dog independent entrepreneurs, providing their own fixed (auto) and working capital (gas, etc.), and forced to work longer hours at lower pay in order to maintain their share of the local market as more drivers are introduced into their location by Uber or the gig company.

		

		But while the Amazon and Uber effects will continue, spread and deepen over the next decade, the AI effect will change labor markets even more profoundly. As described in item 1. Technology above, the impact of AI on labor markets will mean the destruction of entire occupations, and thus their employment. A Mckinsey Consultants recent survey estimates no less than 30% of the US work force will be negatively impacted by AI, with either complete loss of jobs or severe reduction in hours worked. All jobs in all occupations where the employee makes simple decisions will be impacted in some way by AI. Occupations involving complex decision making by the employee may in fact grow. But the job growth for the skilled will amount to far fewer than the 30% of the work force. Given the present work force of 170+ million that’s more than 50 million redundant workers in the next decade—added to the ranks of the already more than 50 million “contingent” part time-temp-independent contractor (unincorporated) jobs. By the end of the next decade the US labor markets will appear very much “two tiered.” One the one hand, there will be highly skilled, well paid, good benefit jobs for about 10%–15% of the labor force. But two thirds or more will be in AI/Gig/Amazoned/low paid/few benefits/no job security employment.

		

		In manufacturing, the “AI Effect” will mean fewer machine and equipment maintenance jobs as self-learning software-based machines repair themselves; and fewer R&D product jobs as machine learning machines teach themselves to develop new products. Occupations like retail and wholesale will be especially hard hit. These are simple decisions jobs that AI will displace.

		

		The combined impact of the Amazon and AI effects plus new sensor technologies will mean self-driving vehicles—cars, trucks, public transport, and aircraft. More than 1 million truck drivers are at risk. Vehicle manufacturing will likely decline as well, as more city dwellers take self-driving public transport, further reducing vehicle assembly jobs. Service jobs of all kinds will disappear: bank tellers, ticket agents, real estate agents, grocery-food store clerks, cashiers, customer service reps, direct sales staff, auto sales reps, employees in business professional support occupations like accountants, human resource reps, and marketing assistants and managers. Other occupations like public school and even college teachers will be reduced to monitors of hardware and software in classrooms. Medical technicians will be replaced by smart machines that process test results more rapidly than humans.

		

		More workers competing individually for available jobs means lower wages as employer bargaining power increases relative to Labor’s. Insured benefits will continue to be privatized and therefore more costly to individual workers. Costs of production will be shared more with employees, especially in gig service occupations. Fewer commercial buildings (i.e. offices, hotels, plants, etc.) will be built, but more apartments and “apartments for businesses” on a temp basis (the “We” revolution) will, and therefore the net effect on jobs will be fewer in construction. Even fast food industry jobs will be transformed—from today’s focus on site production and service cost cutting to more off site direct delivery to consumers. As complex decision making jobs grow and simple decision making jobs disappear, professional jobs (i.e. those where independent and often creative content development and delivery is concerned) will be steadily “de-professionalized.” More professional services will be offshored as well.

		

		Material Forces vs. Neoliberal Policy

		

		The six above-mentioned material forces represent a natural restructuring of 21st century capitalism that have been in development or now emerging. They are “natural” in that they are not primarily the consequence of Neoliberal policy, although the latter may have contributed to their rate of development and spread. It’s more likely, however, that Neoliberal policy over time will come in conflict with these forces. Contradictions between the policy and the emerging conditions grow. And it is the policy that must eventually give way to the inevitable natural changes in capitalism.

		

		For example, Neoliberal industrial policy increases the offshoring of investment and jobs to lower cost regions abroad leading to domestic joblessness compressing wage gains for the jobs that remain. Neoliberal industrial policy also promotes “contingent” forms of employment that in turn lower wage gains, reduce benefit costs, and in general create more underemployment. Low paid service jobs increasingly “contingent,” part time, and temp in nature replace higher paid work. Profits and capital incomes rise, wage earned incomes stagnate or fall, and inequality thus rises. Exacerbating the inequality trend, Neoliberal fiscal policy awards businesses and investors with more and more tax cuts, allowing investors and wealthy households to keep more of their rising capital incomes—while taxes overall are shifted to wage earners. That exacerbates the income inequality further. Neoliberal monetary policy further drives inequality by providing low interest rates that boost stock and other financial asset prices and thus capital incomes of wealthy households and investors.

		

		But how far can the inequality be driven from Neoliberal industrial, fiscal and monetary policies before it becomes a major contradiction to the growth of capitalism itself? Neither Neoliberal fiscal or monetary policies are generating as much real investment and good paying jobs as in previous decades. The business tax stimulus today creates only 1 job per every tax cut dollar compared to the past of 5 jobs per tax cut dollar. It’s thus only 20% effective compared to the past. Monetary policy of interest rate reduction engenders borrowing which is largely funneled into financial stock and other financial assets or into M&A or into financing investment offshore. At best, the service economy, which creates mostly low paid and contingent jobs, expands somewhat.

		

		Neoliberal fiscal and monetary policies are becoming less effective at stimulating real growth and decent job creation and instead becoming increasingly exposed as policy engines for subsidizing corporate profits and capital incomes. And if this is the case, how will Neoliberal fiscal-monetary policy address the coming further dramatic decline in jobs and income due to the effects of Artificial Intelligence and other technology revolutions? Tens of millions of more jobs will be either eliminated or significantly reduced in terms of hours of work. Income inequality will increase even more rapidly, as millions are left with barely sustainable employment, if at all. The “Uberization” (gig) and “Amazon” Effects coming on top of the “AI effects” will further exacerbate these employment and income inequality trends.

		

		Solutions to the even greater employment crisis that the new technologies, the changes in production processes and distribution channels, and even the new product lines will create are anathema to Neoliberal policy. Neoliberal industrial and fiscal spending cannot adopt programs of guaranteed annual income, massive infrastructure spending, Green New Deals, Medicare for All, re-unionization, living minimum wages, etc. It cannot accept tax increases on investors and corporations to pay for these programs, nor can it divert spending from war and defense to such programs. All these would entail the abandonment of the essence of Neoliberalism. Even without diversion of war spending or restoration of fair tax burdens, the annual deficits and debt created by Neoliberal fiscal policies to date further mitigate against any fundamental policy shift from Neoliberalism. Neoliberalism has backed the capitalist economy into a corner that, even if Neoliberal policies were replaced, the replacement policies that follow will have a difficult time existing as well.

		

		Neoliberal monetary policy has also hit a dead end and cannot further stimulate much growth through maintaining a policy of low interest rates. Like tax cuts, rate cuts have increasingly less and less effect on stimulating investment, and therefore on boosting jobs and wage incomes. Interest rate policy has become more the servant of stock and other financial markets. Interest rates in the US and globally have drifted steadily to near zero or below zero (negative) levels. The coming material forces that are accelerating the further restructuring of financial markets, as well as changes in the very nature of money itself, will eliminate what little effect interest rate cuts and monetary policy in general still remains today in the twilight of Neoliberalism. Neoliberal interest rate policy is almost at “the end of its rope.” The Fed and central banks will have to develop new monetary tools to bail out the banks and investors in the next financial crisis. The new material forces emerging in the form of financial structure and digital money will make this task even more difficult when it becomes necessary.

		

		In short, a key feature of 21st century capitalism, and the era of late Neoliberalism, is that fiscal and monetary policies function less and less as tools for stabilizing the capitalist economy and its business cycles and have been increasingly directed, and especially so since the 2008–09 crisis, to subsidize capital incomes. Tax cuts in the trillions of dollars for investors and corporations have been providing massive liquidity for investing in financial asset markets. Trillions of dollars have been distributed, more than $1 trillion on average every year, by US corporations to their shareholders in the form of stock buybacks and dividend payouts since 2010. Trillions more in personal income tax cuts. That has produced a $23 trillion national government debt load, projected to rise further to $34 trillion by 2028. Meanwhile, chronic low interest rates have enabled US corporations to raise more than $1 trillion a year more in debt—much also distributed to shareholders. The chronic low rates have kept the dollar also low, maximizing repatriation of profits earned in foreign currency by US corporations abroad back into dollars. Low rates and low dollar valuation have assisted US export companies as well.

		

		But now tax cuts and war spending have produced massive deficits and debt and thus have now largely negated future fiscal spending on much needed infrastructure and other social investment projects. Meanwhile, monetary policy has reduced rates so low already that the only place to go is into negative territory. So Neoliberal fiscal and monetary policies have “hit a wall”—just as the emerging new material forces on the horizon will require fiscal and monetary policies to resume their traditional roles to generate real investment and jobs to absorb the tens of million under- and unemployed on the horizon.

		

		Financial market forces next decade will require more proactive and focused monetary policy—which will not be possible with interest rates already approaching zero. Labor and product market forces will require more proactive government spending and consumer tax cutting in order to boost real investment and jobs—but that too is now largely thwarted by massive deficits and debt. Industrial policy will have to find solutions to wage stagnation and income inequality—or tens of millions will be left behind locked into a new form of involuntary indentureship and second class employment citizenship—if that.

		

		Not least, growing instability in the capitalist global economy today and in the near future means the effectiveness of Neoliberal “External” policy has also become tenuous, at best. The slowing global economy and contracting global trade is already intensifying trade conflicts between economies, the most serious of which is the US-China trade war today. Trump’s current attempt to restructure global trade relations by attacking adversaries and allies alike with tariffs, trade sanctions, verbal intimidations and insults, and by bypassing world trade institutions will likely fail. It is already generating efforts by other economies to shift from US-dominated global economic institutions like the IMF, the SWIFT international payments system, and even to seek alternatives to the US dollar as the world’s trading and reserve currency. The emergence of digital currencies could accelerate the shift from the dominance of the dollar. Trade wars may lead to currency wars and competitive devaluations by exchange rate manipulation. And if unchecked, that critical Neoliberal arrangement called the “twin deficits” (whereby the US finances rising budget deficits with trade deficits and dollar recycling from abroad), could become a casualty as well.

		

		The picture is one in which US Neoliberal policies are having increasing difficulty controlling its growing internal contradictions—just as new material forces on the horizon grow stronger and more pronounced in their impact on the US and global economies. And if Neoliberalism cannot even resolve or even contain its own contradictions at this point in time, how then will Neoliberal policies fare in mitigating the worst effects of the new material forces of technology, the revolutions in production processes and distribution channels, and the rapidly transforming financial, product and labor markets?

		

		The odds heavily indicate that Neoliberal Policy as we know it will not be able to resolve its own internal contradictions—and will be even less able to contain the new material forces about to radically change 21st century capitalism itself. What comes next is likely not to resemble Neoliberalism. The next crisis and 2020s decade will result in quite different circumstances and policies that seek to address them. Whether this will be better or worse than Neoliberalism for the majority remains to be seen.

		

	
		CHAPTER TEN

		

		How Neoliberalism Destroys Democracy

		

		The evolution of Neoliberal policies since the 1980s is highly correlated with the decline of democracy in America.

		

		Democratic norms, practices, rights and civil liberties, and even institutions of government, have been in atrophy and decay over the period. Moreover, the decline has accelerated in recent decades as Neoliberalism became more aggressive in implementing its policy objectives as opposition to it—both domestic and foreign—has intensified. The attack on democracy has risen to a qualitatively new stage in the era of Trump.

		

		During its first decade of the 1980s Neoliberalism gained momentum, but at the close of the decade entered a consolidation phase. Growing financial instability in the US, Japan, and northern Europe at the end of the 1980s decade slowed, but did not stall, Neoliberal advance. Financial crises in in the late 1980s in the US housing mortgage and junk bond markets, and the US recession of 1990–91, slowed its momentum in the main capitalist economy of America. Even deeper financial contractions in Japan and Northern Europe at the same time further slowed Neoliberal development and policies penetration in those offshore capitalist economies. Neoliberal policy had not yet entered a crisis by the late 1980s. Major new Neoliberal policy initiatives in trade and deregulation—and even more intense business-investor tax cuts and defense spending escalation—were still to come. Forces driving Neoliberal consolidation—i.e. recession and financial instability—were eventually contained as the 1990s decade emerged.

		

		Neoliberal Party Transformations and Electoral Decline

		

		Prior to the 1990s, Neoliberalism was able to achieve initial success under Reagan, and subsequent consolidation under George H.W. Bush, without requiring major changes in the US political system. This was soon to change.

		

		The 1990s decade witnessed a return to Neoliberal policy expansion, made possible by political changes in the first half of the 1990s in the two main capitalist parties in the US—Republican and Democrat. Two new hallmark political developments occurred: First, radical right grassroots Republican elements in what later would be called “red states” congealed around a strategy to take over the US House of Representatives. Second, a transformation of the Democratic Party simultaneously occurred, as the business wing of that party ascended to greater control of the party leadership and policy direction, which shifted that party toward more support of Neoliberal policies after 1992.

		

		The new radical right elements taking control of the House of Representatives began to push Neoliberal policy more aggressively while at the same time thwarting any attempts to roll back or slow Reagan era Neoliberal policy gains. On the Democratic Party side, a pro-business and pro-Neoliberal faction centered in the “Democratic Leadership Conference” (DLC) assumed leadership and policy control of the party. Bill Clinton was their political face and candidate in 1992.

		

		The Republican party had already made the basic shift to Neoliberalism with Reagan in the 1980s—and actually even earlier, in the late 1970s, when business forces reorganized around the Business Council, the new Business Roundtable and a re-energized US Chamber of Commerce, and assumed a more direct influence and control of Republican party strategies, legislation, and candidate selection. In other words, even as early as 1977–78 the groundwork had been prepared for a shift to the Neoliberal policy mix as a way out of the 1970s stagnation.

		

		The Democratic Party did not begin to fully embrace Neoliberalism until after its disastrous defeat in the national elections of 1988. After that, the party’s investor-corporate wing, which was centered around the DLC faction, opposed the popular forces within that party—i.e. the unions, ethnic minorities interest groups, remnants of the 1970s McGovern coalition, and others. The DLC’s candidate was Bill Clinton, and with Clinton’s victory in 1992 the DLC prevailed, thereafter solidifying its position and control within the Democratic Party. The DLC faction, having now become the de facto leadership, would join the Republican right wing in control of the US House of Representatives on various issues to advance the Neoliberal policy agenda.

		

		The new conservative right wing controlling the US House, under the leadership of representative Newt Gingrich, adopted a strategy of deliberately creating a “dysfunctional” Congress by blocking any legislation in the House or Senate that wasn’t of a pro-Neoliberal character. Gingrich would eventually publicly state in 1994 that making the Government dysfunctional (his words) by creating a legislative gridlock had been his strategic objective and intent. Only Neoliberal policies like NAFTA and the elimination of welfare programs were allowed to proceed to legislative votes in the US House; meanwhile, proposals and program initiatives by the Senate, at the time still in Democrat hands, were checked and rejected by the House if contrary to Neoliberalism. The right wing had seized the initiative in the policy agenda, made it more aggressively Neoliberal, and the DLC Democrats followed their lead—agreeing to Neoliberal proposals in exchange for token concessions the DLC wanted in return.

		

		This collaboration resulted in a multitude of Neoliberal policy decisions. Efforts to promote national health insurance legislation or to use the so-called “peace dividend” hoped for due to the end of the Cold War (i.e. transfer of defense spending to social spending) were strongly opposed and defeated in the House, whereas Neoliberal tax and defense policies were allowed to go forward. Free trade treaties were pushed through—most notably NAFTA—with the help of the Clinton-DLC forces which were by this time in control of the Democratic Party. The Gingrich and Clinton-DLC forces again allied politically to repeal welfare legislation. Social spending program financing was cut in order to “balance the budget”: this was a mutual message. What were called health maintenance organizations (HMOs)—which encouraged the privatization of the remnants of the US public hospital system and accelerated the concentration of private pro-profit hospital chains—after 1994 now replaced national health insurance initiatives. Health insurance companies were de facto exempted from anti-trust overview and rules, and were allowed to concentrate through mergers and acquisitions. This served to escalate health care services prices during the rest of the decade. Privatization of defined benefit pensions accelerated, as did their replacement by private 401k plans. Health care cost shifting to workers was promoted, as rules were introduced to allow corporations to skim off 20% of pension funds which they were then allowed to use to pay for their employers’ share of rising health care costs. (Workers had to pay their share, now rising, out of their pockets). Later in the decade, the Clinton-DLC introduced Neoliberal business-investor tax cut legislation and accelerated financial institution and financial market deregulation.

		

		Other traditional Neoliberal policy initiatives increased. Jobs offshoring and issuing of foreign worker job visas to the US rose by hundreds of thousands a year after 1994. The Fed injected trillions of dollars into the banks to keep interest rates low and to bail out banks that had over-speculated in foreign currency markets (i.e. the Asian currency crisis of the late 1990s) and experienced losses in the second half of the decade.

		

		Not least, on the trade front, Neoliberal external policy dramatically intensified: Not only was Mexico added to the NAFTA earlier in the decade but Neoliberal trade policies were introduced at its close that created the World Trade Organization (WTO) and opened up Chinese imports to the US. China trade policy in turn accelerated the relocation of US manufacturing to that country, as US corporations’ foreign direct investment surged into it. NAFTA and China Neoliberal trade policy began generating even larger overall trade deficits for the US after 2000, thus dramatically expanding the magnitude of recycled (trade deficit) dollars back to the US that were needed to cover rising US annual budget deficits after 2000. That “twin deficit” policy—i.e. using rising trade deficits to finance higher US budget deficits—would enable a further Neoliberal acceleration of war spending amidst massive business-investor tax cutting, thereafter.

		

		The point is that the Neoliberal policy resurgence of the 1990s would not have been possible without the political changes early in the decade in the form of the takeover of the US House of Representatives by the radical, pro-Neoliberal Gingrich right wing in Congress, and the DLC corporate wing takeover of the Democratic Party.

		

		The existing political party compositions and factional alignments of the 1980s, and the more or less sharing of influence, trade-offs, and compromises between the two parties that had occurred in the 1980s would not have been sufficient to enable the resurgence and expansion of Neoliberal policies needed for a resurgence of Neoliberal policies in the 1990s. Thus fundamental changes and a restructuring of the capitalist political party system in the 1990s had been necessary for a resurgence of Neoliberal policies in the 1990s. More importantly, these changes and political restructuring assumed a decidedly anti-democratic character.

		

		In the most fundamental sense, democracy means policies reflecting the will and interests of ALL of the citizenry fairly, equitably, and as much as possible, equally. Policies that benefit an increasingly small segment of the total population—i.e. the wealthiest 10% or 1% or even less—are by definition not “democratic.” They don’t benefit the “Demos,” the vast majority of the population, but primarily the oligarchic few and their representatives. So in terms of democracy, power and policy was becoming increasingly concentrated in the right in both parties to the benefit of the corporate-investor class. The interests of other sectors of the populace—i.e. the “demos” as it is called in Greek democratic theory terms—were being negatively impacted over time.

		

		Concurrent with this political shift in the American two party system—reducing democracy while benefiting more wealthy oligarchic interests—other Neoliberal political changes of no less an anti-democratic character were maturing in the background as well. These included a decline in the exercise of democracy via electoral processes and the growing influence of money in politics.

		

		In the popular upheavals of the 1970s, various democratic popular movements had arisen and influenced government policies and political outcomes, movements such as those addressing the environment and the rights of women, Gays, African Americans, Chicanos, and Native American ethnic minorities. The union movement had experienced some of its most dramatic advances during the decade: strike waves in manufacturing, transport, and construction resulted in gains of 25% or more in new collective bargaining agreements. Union organization and membership had expanded rapidly among public workers, hospital workers, and agricultural workers. This had galvanized business elements to set out to check and then roll back these movements. Early calls for rollback were set out in notorious documents like the infamous Powell Memorandum. Written in the early 1970s, the memorandum was a call to action to business and conservative forces for a new, more aggressive strategy and policy to check domestic social movements, unions, and foreign challengers. After mid-decade, business organizations had restructured themselves and set forth to more directly assume even greater control of political institutions and policies to rollback union labor by destroying its membership growth, stopping its organizing and strike activity successes, and reversing its economic gains. Simultaneously, social movements like equal rights for women had been checked by the end of the 1970s decade end, as was the environment movement.

		

		The taming of these Democratic movements in the Neoliberal 1980s reflected a decline in democracy in America. The “Demos” was increasingly pushed aside as the interests of employers, investors, and the wealthy 1% were given almost total attention.

		

		Rolling Back Campaign Finance Reform

		

		But a more direct example of democracy’s rollback under Neoliberalism is the checking of the movement for campaign finance reform that was born in the 1970s and of efforts to institute limits on the growing legions of professional lobbyists.

		

		One of the essential features of campaign finance reform has always been to limit political spending by businesses and wealthy business oligarchs. Election campaign contributions are but one of the many “conduits” by which money is used to expand the influence of moneyed interests in politics.

		

		Campaign finance reform was born in the 1970s. But no sooner had it emerged, than it was attacked and in stages checked and rolled back until, by 2010, it was more or less “killed” by the US Supreme Court’s Citizens United decisions (and subsequent supportive court rulings thereafter), which reaffirmed prior Supreme Court rulings that corporations were “people” and thus had free speech rights. Now that was extended to add that spending money on campaigns and candidates was also “free speech.” And as there could be no limits on free speech, thus there could be no limits on political spending by corporations. Subsequent Federal and Supreme Court cases further clarified Citizens United, and opened the floodgates to corporate campaign, lobbying, and other political spending.

		

		The court decisions of the last decade all but eliminated any limits on corporate political spending that remained by 2010 under federal law. The trail of higher court decisions overturning even moderate campaign finance regulations is well documented throughout the Neoliberal period, from Reagan to the very present. Today limits on campaign financing are virtually non-existent since the US Supreme Court declared spending constitutes a first amendment to the US Constitution right of “free speech.” The decision that corporations were “persons” (necessary to attribute to them the right to free speech by spending) was made by the Supreme Court in the late 19th century. Corporations are thus legally considered people with all the rights under the Constitution deemed to be held by actual persons.

		

		Voter Suppression

		

		Voter suppression is yet another dimension of the decay of American electoral democracy. In recent years voter suppression has become a major issue in at least a dozen states, many of them swing states in national elections (Georgia, Florida, Ohio, North Dakota, Texas, etc.). Legal efforts to overturn voter suppression in recent years have had very little success.

		

		Like gerrymandering, voter suppression remains relatively more concentrated in the southern “Red” states. It is an important element of the Republican-radical right strategy to maintain dominance in the more numerous “Red” states and, by means of that dominance, leverage inordinate influence over the national institutions of government.

		

		Republican control of the US Senate (and through it, greater influence over the federal Judiciary appointments, including to the Supreme Court), the retention of a majority of seats in the US House of Representatives in the long run, and the leverage of the Electoral College to exercise a relative advantage in presidential elections are all predicated on the “Red State” strategy of the radical right that has become increasingly entrenched in the Republican party—and especially so under Trump.

		

		Suppressing votes in the Red States to ensure Republican control of those states (and thus of the Senate, the House, and the electoral college/Presidency) has become widespread in the post-2000 Neoliberal era.

		

		Florida, Kentucky and Iowa have consistently deprived citizens of voting rights after their having been convicted of felonies, even after they have served their time and their full rights as citizens should have been restored. In 2016 no fewer than 1.5 million potential voters were deprived of their democratic right to vote in Florida alone. The majority of those deprived were African-Americans, thus making the voter suppression in Florida a return to a kind of “Jim Crow light.”

		

		Fraud in counting absentee ballots has become an issue in North Carolina and other southern states in recent elections. Absentee ballot requests were allowed to be posted online after 2012, and then individuals were allowed to collect them and deliver them to election officials by hand—technically a felony even in North Carolina. In 2016, conservative and radical right Republicans retained 77% of the seats in the state legislature despite having won only 50% of the popular vote. In one of the most outlandish results, absentee ballot manipulation permitted one Republican, Mark Harris, to win his district by 61% even though Republicans constituted only 19% of the eligible voters. North Carolina was also one of the more aggressive violators of voter ID laws.

		

		The last minute relocation or closing of voting places in Georgia—again impacting African-American voter turnout—is yet another dimension of voter suppression that has become widespread in the Red states, and it takes place not only in Georgia. Purging of voter polls (1.4 million voters in Georgia alone after 2012), refusing to reinstate voters purged even after court decisions ordering states do so, placing holds on new voter registrations just prior to an election, and using decades-old touchscreen voting machines (with easily hackable software) that leave no paper trail have all become commonplace practices in the Red states. (Reportedly, more than 10,000 voting districts in the US still use machines based on outdated, easily hacked, old Windows software). Other states like Missouri and Iowa adopted the requirement of voter IDs, while others required voters to “opt in” as an eligible voter by returning written forms by mail every 3 years to the state.

		

		Oversight of many such state level violations by the federal courts was eliminated in a 2013 US Supreme Court decision, Shelby v. Holder. The Supreme Court subsequently ruled in June 2018 that the voter purging system in the State of Ohio was constitutional.

		

		It is something of a wonder why the Democratic Party has not tried to check the Republican “Red State” dominance strategy by invoking the provision in the US Constitution that requires Congress periodically to apportion more seats in the US House of Representatives as the US population grows. In other words, to add more seats based on the greater relative population growth in the coastal “Blue” states as a counter-strategy to the Republicans’ successful Red State strategy. The last time the US Congress added more seats to the House due to population growth was in 1913. Over a century later, given an increase of more than 200 million in the population, adding more seats to the current 435 members of the US House of Representatives is long overdue

		

		Gerrymandering

		

		Gerrymandering has long been a phenomenon in the US but it has been a growing problem since the 1990s as Neoliberalism took deep roots. Gerrymandering refers to the practice of dominant parties in state legislatures manipulating the definition of voting district borders in their states to maximize the number of their party’s representatives sent to Congress, as well as its state legislature. The party in control of the state legislature can “redistrict”—i.e. redefine the borders for districts in such a way as to minimize opponent parties’ chances of gaining a seat while maximizing its own chance.

		

		For decades the Republican right wing has used this as an integral part of their “Red” States strategy: at the center of that strategy was the goal to control enough legislatures in smaller Red states, in the south and Midwest where they are mostly located, and then to gerrymander the redistricting with a view to solidifying control not only over the state legislature but also over the number of representatives sent to Congress.

		

		The states where gerrymandering has been a major problem since 2001 include Georgia, North Carolina, Florida, Texas, Arkansas, Louisiana, Kentucky, Tennessee, South Carolina, West Virginia, Arizona and, after Republican capture of governorships and legislatures after 2010, Wisconsin, Michigan, and Pennsylvania as well.

		

		A surge in gerrymandering over the past decade was made possible by Obama’s electoral debacle in the midterm elections in 2010. The failure of his recovery program to produce jobs and restore working class housing, retirement, and incomes—while effectively bailing out the banks and those with higher incomes—resulted in the Republicans picking up 720 seats and capturing 20 state legislatures. This gave Republicans control of redistricting (gerrymandering) in 2010 in a majority of states, which they then used to help ensure a majority of US House of Representatives seats. The Democratic Party’s 2018 mid-term election in the US House was successful only in “chipping away” at the suburban margins of the Republican-gerrymandered majorities.

		

		Gerrymandering in the last decade is also far more efficient than efforts to gerrymander in previous decades. The difference is that technological advances make it far easier to “crack” (i.e. break up opponents’ voters into multiple districts) and “pack” (concentrate supporters in a district in sufficient numbers to ensure winning it) than in the past. Technology has made it possible to draw precise and detailed “voter maps” showing where one party’s voters were distributed and concentrated, and where the other party’s voters might be broken up and allocated to another district. The problem is exacerbated by the fact that Democrat “Blue” state legislatures, like California’s, have moved to take partisan politics out of redistricting by putting the decision in the hands of an independent commission rather than elected politicians, even as Republican conservative-dominated states have moved in the opposite direction. Prior to 2010 Democrats in a number of state legislatures also colluded with Republicans to ensure their personal seats were protected, in exchange for allowing gerrymandering by Republicans elsewhere. The party as such only came to the realization of the scope of the threat after 2012. Today, 22 states are firmly in Republican control—both through the governorship and the combined legislative houses.

		

		Democrat attempts to challenge gerrymandering in the courts in recent years have resulted in complete failure. Cases taken to Federal courts challenging Republican gerrymandering in Michigan and North Carolina were taken up by the US Supreme Court in June 2019. The 5-4 judge majority not surprising ruled in two cases, Rucho v. Common Cause and Lamone v. Bensisek, that the Supreme Court had no authority to interfere with states’ gerrymandering. The dissenting opinion by Justice Elena Kagan declared that “the practices challenged in these cases imperil our system of government”. Chief Justice Roberts, in contrast, argued that the Supreme Court justices lacked the competence to decide when partisan politics in gerrymandering was undermining democracy. Sure, the Supreme Court can and does decide on arcane issues of technology and science, but it refuses to adjudicate when certain political activities undermine the electoral system!

		

		In short, so far as democracy is concerned, gerrymandering allows the party in power to capture the majority of seats even if they received far fewer than half of the popular votes cast. They can capture political power, in turn enabling them to pass all variety of Neoliberal legislation, by “map manipulation” instead of by convincing voters that their programs and proposals are better than those of their opponents.

		

		Democracy in the sense of “one person one vote” is thus the antithesis of gerrymandering. The US has entered a period of “wild west” in gerrymandering and been given the green light to do so by no less than the US Supreme Court.

		

		The Supreme Court

		

		If 1994 represented the beginning of the assault of the radical right on the formal institutions of government, then the 2000 national election represented yet a further threshold in the decline of democracy in America. In that election, the primary issue was the miscounting and destruction of voting ballots in the state of Florida, the key swing state in the presidential election that year. Voting booth and other improprieties were rampant throughout the state. Hundreds of thousands of potential voters were denied their right to vote. But the center of the crisis lay in the state’s two southernmost districts, where a significant proportion of minorities lived and voted. To shorten the story, a recount of the vote in those countries was undertaken. But Republicans and conservative right supporters petitioned the courts to stop the vote recount—even though Democrat leaders agreed to a recount only in the two counties despite problems throughout the state. The case was rushed through the court system and taken up by the US Supreme Court, which ruled to stop the vote recount. The reason given in a narrow 5-4 decision was that a recount violated George W. Bush’s rights. Forget the rights of millions of Florida voters who should have been allowed to have their votes accurately recounted. Stopping the vote count gave Bush Florida and that enabled him to garner just 271 Electoral College votes—only one more than the required 270 to win.

		

		The Supreme Court thereby decided the 2000 presidential election, even though the US Constitution gave it no such authority. It “selected” the president, overruling those who, on a recount, might be seen to have elected a different president. The Supreme Court in effect negated the principle of popular sovereignty. Nine appointed-for-life judges blocked the full exercise of the right to democracy. It was clearly “unconstitutional.” Selection of the president by nine non-elected judges substituted themselves for what should have been a determination of the outcome by elected House of Representatives, per the Constitution.

		

		In fact, the US Constitution says nothing about a Supreme Court—contrary to the mythology still perpetrated by political elites, the education system, and the media. The Constitution—and the Constitutional Convention of 1787—did not provide for the creation of a Supreme Court and even less so, for any court to be a “co-equal” in authority with the Presidency and the Congress. Constitutional convention debates clearly argued against having an appointed for life judiciary on a par with the other branches of government. The Constitutional Convention of 1787 simply called for Congress, after the Constitution’s ratification, to pass legislation to create a judiciary. That “after the fact” establishment of a judicial branch by an elected Congress meant that the elected representatives in Congress were intended to have an authority higher than the judiciary, since the latter was Congress’s creation at its discretion.

		

		The idea that the judiciary, a Supreme Court, could overturn Congressional laws by declaring those laws “unconstitutional” was even further from the intent of the Constitutional convention discussion and debate. That authority to declare laws unconstitutional was usurped by the Supreme Court in an infamous early 1800s decision, Marbury v. Madison. The decision was taken by then new chief justice of the Supreme Court, John Marshall. Marshall’s political mentor was President John Adams, leader of the Federalist Party which was the political party vehicle of the merchant capitalist interests that ascended to control of the US government in the 1790s. Marshall was himself an ardent Federalist, the Secretary of State under Adams, whom Adams appointed to the court in January 1801 at the last minute as Adams was leaving the presidency in 1801—having lost in the 1800 election to the grassroots revolution led by Thomas Jefferson’s party. Marshall’s task was to check Jefferson and the Jeffersonian grassroots revolution that had just taken over Congress. In addition to appointing Marshall to the Supreme Court, Adams and the Federalists also created 16 federal circuit judgements. As he assumed the presidency, Jefferson remarked that “the Federalists have retired into the judiciary as a stronghold, and from that battery all the works of republicanism are to be beaten down and erased”. The idea of a Supreme Court negating popular legislation passed by elected representatives of the people had its roots in this “judicial counter revolution” of 1801. Its main intent was to thwart popular legislation from below and protect business class interests and wealth accumulated during the 1790s decade. Marshall’s Supreme Court ruled consistently to expand the powers of the Executive.

		

		Following that usurpation of Congress’s legislative authority, and thus popular sovereignty, a life-appointed Supreme Court thereafter periodically declared legislation unconstitutional. But the Supreme Court declarations are themselves unconstitutional since nowhere in the US Constitution does it grant an appointed judiciary the right to declare acts by the elected representatives of the people as unconstitutional and thus void. The point is, it should not be surprising, given the origins and nature of the authority of the US Supreme Court, that the Court would engage in decisions so contrary to the nature of democracy in America as it has done in recent decades.

		

		Today it has become commonplace for the US Supreme Court to rule counter to democracy—not just in its 2000 selection (as opposed to election) of the president but also in its 2010 Citizens United decision that money and spending by corporations in elections constituted “free speech” First Amendment rights and that corporations are people no different from the rest of us. And now, in the latest travesty against democracy, its ruling that partisan gerrymandering was permitted everywhere and free from any limiting rules.

		

		Supreme Court decisions in the late post-2000 Neoliberal era—with milestone cases in Bush v. Gore, Citizens United, and now the Rucho and Lamone cases giving a “carte blanche” to gerrymandering—clear the way to directly benefiting the interests of corporations and the wealthiest individuals. Bush v. Gore cleared the way to policies under George W. Bush that amounted to Neoliberalism on steroids. Citizens United opened the floodgates of money from the wealthy to further “buy” those elected political elites favoring their interests. Gerrymandering gives these interests an upper hand in dominating the number of seats in the US House of Representatives and control of state legislatures. It also solidifies their dominance in the Electoral College.

		

		The Electoral College

		

		The Electoral College has become one of the great anti-democracy anachronisms of the US political system. It represents the last line of defense against, and a source of potential blockage of, the citizenry as a whole choosing their president by means of a direct election—i.e. based on the “one person one vote” principle, which is a foundation of true electoral democracy. The Electoral College ensures that the popular vote will not determine the outcome of an election but rather that whoever controls the largest number of small states will be able to win the presidency despite losing the popular vote. It means the people as a whole are no longer sovereign. It provides a structural opportunity to exercise a bias in elections in favor of certain regions of the country (Red states, today)—with their more conservative and white voter demographic composition—at the expense of other more populous regions. It thus is in a position to ensure a relative disenfranchisement of the latter.

		

		In the 2016 presidential election, 32 states had a larger share of the electoral votes than their share of the national population. The trend in the Neoliberal era, and especially commencing in 2000, has been toward a presidential victory despite a candidate’s losing the popular vote. It is likely, moreover, this trend will not only continue but intensify.

		

		In a recent public debate in the mainstream media, political numbers guru for The New York Times, Nate Cohn, concluded that Trump could very well win the 2020 election even if he loses the popular vote by an event greater margin than the 2.8 million by which he lost it in 2016. In 2016 the Electoral College system enabled Trump to win by an electoral vote of 304 to 227. Only three states made the difference. In a divided “Red” State v. “Blue” State America, it appears increasingly likely that the Electoral College system will deliver even more similar outcomes. In late Neoliberalism, losing the popular vote but winning via the Electoral College may become a more or less permanent condition of US political system. In that case, democracy in America will have been permanently reduced.

		

		Yet another anti-democratic aspect of the Electoral College system is that electors may legally refuse to simply vote according to whichever candidate wins in their state. States may assign electors proportionally according to the state’s popular vote, or assign electors according to congressional district outcomes, or any other process if they wish. There is no accepted method across all states. In other words, the choice of electors, and thereby electors’ voting, can be manipulated by the politicians in the state in power. So then there’s the question: who chooses the electors? Who are these people who actually choose the president? Isn’t their potential to choose electors as they wish constitute a gross contradiction to the idea of the voters electing a president? If the vote is to be referred to the Electoral College, it makes voting in national elections for presidents in effect a fraud and a sham.

		

		Only 14 of the 50 states have undertaken some action to eliminate the Electoral College’s anti-democratic processes and potential to deny the principle of one person one vote at the core of electoral democracy. None of the 14 are located in the “Red States.”

		

		The Lobbyist State

		

		The ever greater influence of money in politics in the Neoliberal era is most evidenced in the Citizens United Supreme Court decision, and the cases leading up to and following it.

		

		But money in politics assumes other forms in addition to impacting electoral campaigns. It is a major force felt through the influence of well-heeled professional lobbyists—the vast majority of whom are either direct employees of corporations, or of their trade associations, or their law firms. In the 1970s it was estimated that there were roughly about 500 registered lobbyists in Washington, DC. Today studies show there are more than 35,000. And that’s not counting the “unregistered” lobbyists or lobbyists at the state and local government level.

		

		The lobbying function has also spread under Neoliberalism as professional lobbyists have melded with law firms, or with the burgeoning campaign strategy firms and consultant businesses. The trend has been for all to merge and concentrate with each other in recent years, thus increasing the number and weight of the lobbying. And whose interests do the overwhelming majority of the lobbyists represent today? Not those of the general public. but rather the interests of those who can pay for them—i.e. the business class—who are the ultimate drivers of Neoliberal policies.

		

		Although it’s barely mentioned in the general media or by politicians, foreign governments, parties, and foreign business interests also heavily lobby the US government. They indirectly contribute to—indeed, intervene in—American political campaigns. And they even fund the two main political parties through joint US-foreign interest groups, perhaps the most notable of which is AIPAC (American-Israel Political Action Committee), which reportedly provides a third or more of the operating expenses of the Democratic Party, according to some sources. Such foreign lobbying and contributions are formally illegal under US law, but are widespread nonetheless.

		

		Regulatory Capture and Revolving Doors

		

		Democracy is more than just voting or choosing candidates from parties every two or four years. Voting rights are a form of Democratic rights but a minimalist form at best. Democracy exists when the collective will of the people is reflected directly in the actions of elected representatives and the decisions of the institutions of government.

		

		Does America have a functioning democracy when the vast majority of the public wants “Medicare for All” (79% of democrat voters and 67% of Republican), but one of the major parties is adamantly opposed to it (Republican) and the other (Democrat) gives lip service while its leaders do all they can behind the scenes to prevent it? When the over-whelming majority of the American people say no to war but their political elites go to war anyway? When more than 80% want stronger gun laws but politicians won’t even bring it up for a vote, or if they do, propose the most timid solutions? Democracy means fulfilling the clear wishes of the people when their demand is unequivocal, and indeed, feasible and aimed toward the greater good. In the Neoliberal era, government actors and politicians are increasingly doing all they can to delay, deflect, and reject that popular will.

		

		It is important to distinguish between the elected institutions of government, the agencies of government, and the State bureaucracy. Government is about “rule making.” Legislatures (Congress) enact rules called laws. Executives-Presidents devise rules in foreign policy and propose these rules (new programs, policies, etc.) to legislatures for adoption. Courts may make new rules in rendering their decisions. But other agencies of the State and Bureaucracy also make rules. (The State in the form of courts, police forces, and other institutions enforce those rules or penalize those who break them—by financial or other penalties or jail).

		

		The Executive branch of government—the presidency—has at its command a large number of rule enforcement agencies. These agencies implement the “rules” enacted by Congress in the form of legislation. In determining how to implement them, the agencies often make further rules themselves. The potential list is long: The Federal Reserve Board (monetary policy), Federal Drug Administration, Federal Communications Commission, Office of the US Trade Representative, Federal Trade Commission, the intelligence agencies (CIA, FBI, NSA, etc.). These agencies and the bureaucracy are critical to Neoliberal policy. This is where the policies passed by presidents and Congress alike get defined into final form. Thus it is a strategic point of entry for Neoliberal policy implementation—and here, indeed, the devil may be in the details.

		

		As Neoliberalism expanded into the 1990s and after 2000, the control of the implementation of Neoliberal policies became as important as their passage by Congress. Neoliberalism manifests more intense regulatory agency capture and the expansion of what’s called the “revolving door” between regulatory agencies’ personnel and private banks, businesses, and supporters of Neoliberalism.

		

		The revolving door phenomenon, whereby business interests and their representatives take up positions in key government agencies in order to pass and implement pro-business interest rules, has become endemic to the US political system of government. It occurs across all agencies. Oil company representatives assume key decision making roles in the Federal Power Commission and Interior Dept. Bankers and pro-banker directors of banks assume positions as governors of the Federal Reserve. Airline and railroad execs, or their lawyers, or their paid Board of Directors drift in and out of the FAA. Big Pharma execs do the same for the FDA. Generals leave the Pentagon and work for the big defense industry companies like Lockheed, Raytheon, etc. What pro-Neoliberal business interests cannot achieve by electing representatives directly favoring them, or what they can’t achieve thereafter by passing legislation through the use of money and lobbying, they influence in the “third line” of defense of their interests by determining the implementation of rulemaking in the government bureaucracy agencies delegated to implement the laws. And if they can’t get the rules they want at all times, they then challenge the rules via the federal court system in which the judgeships are appointed by a pro-Neoliberal US Senate.

		

		Free Trade v. National Sovereignty

		

		An even more direct abrogation of popular sovereignty in legislative action occurs as a consequence of Neoliberal free trade treaties from the original NAFTA to the present. NAFTA and other free trade treaties are negotiated by business interests with pro-business politicians’ staff at their elbows at the bargaining table. Business interests concerned with trade issues—i.e. tariffs, access to US FDI investment, cross country money flows, etc.—sidestep democracy and popular sovereignty in two important ways:

		

		1. By negotiating the terms of the trade treaty directly with foreign countries, US business interests in effect serve as substitute representatives—albeit representatives who are not elected by the US public. Corporate lawyers and managers become de facto legislators. They are appointed by their respective corporate and trade industry organizations to negotiate the treaties. Unelected government bureaucrats sit at their elbows during the negotiations. The elected representatives in Congress only get to “vote up or vote down” the terms and conditions negotiated by the business interests. Moreover, once they vote up, Congress cannot thereafter pass legislation that in any way contradicts the terms and conditions of the trade treaties. In other words, Congress permanently foregoes its right to represent the interests of the public thereafter by passing legislation that might correct the worst abuses of the trade treaty for the American public. It amounts to an undemocratic transfer of Congressional power (and therefore of popular democratic sovereignty) to the business interests.

		

		2. The treaties include the establishment of “treaty courts,” independent of the US judicial system. Representatives of corporations serve as de facto judges in these treaty courts as well. They decide on disputes and set new precedents that become de facto law in the management of the treaties. It is an independent judicial system that is conveniently (for business interests) kept outside the judicial reach of the US political system. The latter has no power to amend the decisions of the treaty courts, just as the US Congress has no authority to amend the “legislation” of the terms of the treaties themselves.

		

		The Neoliberal drive to expand free trade and treaties thus represents a prime example of how Neoliberalism drives a deep wedge into what remains of democracy in the US. It reduces popular representation and reduces any ability of common citizens to seek redress of abuses caused by these treaties in the courts. The courts are for business interests redress only. And the business representatives are the non-elected representatives of business that negotiate the new “laws” called the free trade treaty.

		

		Privatizing the Lawmaking Process: ALEC and Congressional Staffers

		

		Privatization is an important element of Neoliberal industrial policy. It has its analogue in the political system as well. The most infamous instance is the formation by the Koch Brothers—billionaire oil and conglomerate capitalists—of what they dubbed the American Legislative Exchange Council (ALEC). The primary function of this organization, funded largely by the Kochs, has been to penetrate state legislatures to ensure legislation passed there is of a pro-Neoliberal nature. It also indirectly works to ensure right wing control and dominance of state legislatures. ALEC has been especially active in the Red States. In one of its more notorious activities, ALEC provides legislative and legal assistance to State legislators to develop “boilerplate” bills for states to pass into legislation. ALEC reps work closely with staffers of legislators favoring business to develop and propose pro-business legislation. Taxation, business deregulation, antiunion, anti-collective bargaining by public employees, pension privatization, and other Neoliberal policies are thus proposed in basic form by ALEC for states to develop as legislative initiatives. ALEC then works closely to help get the proposals passed.

		

		The phenomenon of business interests assigning human resources to work with Congressional staffers to develop legislation appears in recent decades to have become more common as well.

		

		Restricting Civil Rights and Liberties

		

		Civil rights and liberties are an essential element of Democracy. That is especially so with regard to First Amendment (free speech and assembly), Fourth Amendment (unreasonable search and seizure), and other protections of citizenry from abusive government embedded in the Bill of Rights and subsequent amendments to the US constitution.

		

		If the 2000 presidential election signified a further major decline in electoral democracy, then the 2001 attacks presented another threshold leading to the decline of democratic rights. Prior to September 11, 2001 government efforts to restrict civil rights and liberties were largely covert and illegal. Efforts by intelligence agencies—the CIA, NSA, FBI, the intelligence arms of the military, etc.—were carried out covertly. The COINTELPRO programs of the 1960s and 1970s were carried on behind the scenes. The attempted (and sometimes successful) assassinations of foreign leaders were done illegally and covered up, though the illegal activities of the Reagan government in the 1980s “ContraGate” scandal were exposed. Attempts to interfere with rights of public assembly and freedom of speech were often reversed—albeit after the fact. All that changed in the wake of the 9-11 attacks, which were quickly used as a pretext and basis for a wholesale assault on Americans’ civil liberties.

		

		Immediately after 9-11 the national security and intelligence agencies launched a major program to wiretap, listen to phone conversations, and collect data electronically and otherwise from the American public at large. Former military officer John Poindexter, the mastermind behind the Reagan administration’s attempt to provide military arms to the Nicaraguan “contras” to attack its new progressive government, was placed in charge of the initial program—called the Total Information Awareness (TIA) program. The plot to arm the Contras secretly had used Israel to arrange the arms transfers. Poindexter had managed the affair covertly—and illegally since Congress had prohibited the Reagan administration from providing arms to the right wing financed “Contras.” Poindexter in 2001 was now placed in charge of the TIA in the wake of 9-11.

		

		The Patriot Act was also quickly passed in October 2001. Scheduled to “sunset” after three years, it was extended in 2005 and, with a few minor adjustments, continued further under Obama in 2015. Despite various legislative and court actions seeking to discontinue or limit it, the worst provisions of the Patriot Act remain to this day.

		

		At its core the Patriot Act is about surveillance and spying on American citizens, even though it is officially supposed to apply to foreign non-citizens. A direct violation of the First and Fourth Amendments of the US Constitution, the Act authorized search of private citizens without a warrant from a US court first—a direct violation of Article 4 of the Bill of Rights protecting citizens against unreasonable search and seizure. Apologists for the Act argued court warrants are available—but from a special court created called a FISA court, which is not chaired by a regular judge. How judges are appointed to a FISA court is unclear. Moreover, the proceedings of FISA courts are in secret and their records are closed to the public. Moreover, in many cases the FISA warrants are obtained after the fact of the search, to rubber stamp the action. The FISA court in its entire history up to 2015 had refused onl 12 requests for warrants. The Patriot Act, Section 215, required businesses, churches, doctors, libraries, bookstores, colleges and telephone companies to turn over records of a citizen upon government request. The citizen never knows of it.

		

		In 2013 a government employee, Edward Snowden, revealed the many abuses under the Patriot Act. Token amendments followed under Obama prohibiting the acquisition by the government of “bulk” calling records. But this was “worked around” by the government issuing National Security Letters to telephone companies for call and internet communications records of citizens. The Act continued to greatly expand the definition of a terrorist. If a person unknowingly contributed to a “front” organization related to a defined terrorist organization that person would be a “terrorist” as well and potentially treated as an “enemy combatant.” That designation means that effectively such a person is no longer a US citizen with constitutional rights but a de facto foreigner with no rights. At one point even the right of habeas corpus was suspended under the Act.

		

		To this day efforts continue to pass legislation to halt continued collection of phone calls and text messages by the National Security Agency (NSA). Annually more than 500 million (admitted) call records are still collected by the government. The Trump administration has demanded the surveillance program—and other surveillance tools—continue beyond its scheduled sunsetting in 2019, even though the NSA admits the surveillance has not turned up even a single terrorist. Nevertheless, Trump maintains the surveillance tools may prove useful in the future. But useful for what? And surveillance over whom?

		

		While the defense of civil liberties since 2000 has focused on the Patriot Act, new limits on civil liberties are embedded in the annual passage of the National Defense Authorization Act (NDAA). Under Bush the government’s interpretation of the “Counter Terrorism” provisions of the NDAA included the right of the government to detain US citizens indefinitely and mandated the military to initiate detention. When the US Senate added a provision during the debate on the NDAA in 2011 exempting from detention US citizens on US soil, the Obama government requested it to remove the exemption (section 1021) and the Senate complied. The NDAA thus continues to provide the legal basis for mass detention of US citizens in the event of a crisis in the US. All that is necessary is for the government to “suspect” a person is a “terrorist” (broadly defined) or even a “belligerent”—i.e. an even more ambiguous term—with regard to the US government. Many elected politicians in the US still maintain to this day that the NDAA as it stands allows military detention of US citizens when necessary, even on US soil.

		

		As late as October 2019 challenges to the Act are still revealing that the FBI continues to abuse the limits on citizen surveillance under the Act.

		

		Trump’s Assault on Democratic Government

		

		As Neoliberalism has become more aggressive under Trump, so too have the attacks on democracy and democratic government.

		

		After three years in power, and with the House of Representatives and much of the mainstream media challenging him after the November 2018 elections, the President is clearly drifting toward usurping the authority and, in some cases, even the functions allocated by the US Constitution to Congress—specifically to the US House of Representatives—toward a view he is above the law and unimpeachable. Toward a view that his presidency is more than a “co-equal” branch of government. Toward a view he can and should govern when necessary by bypassing Congress. Toward a view the Constitution means he can force states to abandon their rights to govern. And toward a view the president can publicly attack, vilify, insult, coerce, and threaten opponents, critics, and whomever he chooses.

		

		That drift includes the expansion of Executive branch rule-making at the expense of Congress and the legislative branch; the broadening use of “national security” declarations by the president to bypass Congressional authority; and the refusal to recognize US House authority as it exercises its Constitutional responsibility to undertake investigations of corruption in the executive branch.

		

		Usurpation of Legislative Authority

		

		Presidential rule making by Executive Order has been long embedded in the US political system. In the past, however, Executive Orders by presidents have been issued where the president clearly has authority to issue such, or else in cases where Congress has not passed specific legislation—such as Obama’s EOs enabling children born in or brought to the US by non-citizen immigrant parents to have deferment from deportation . EOs have not been typically issued, however, that directly change the intent or the funding authorization of legislation passed by Congress. Not so in the case of Trump.

		

		Passing laws requires their accompanying funding authorization. The monies allocated to a program by Congress are required to be spent on that specific program. However, under the cover of invoking a national emergency, Trump recently unilaterally transferred money allocated by Congress and authorized by the US House for defense spending to fund his border wall. This creates a dangerous precedent. Might Trump now divert authorized spending by Congress to other programs? This is clearly a constitutional issue now. Trump is in effect governing by “national security decree” in direct challenge to Congressional legislative authority. The much heralded “separation of powers” in US government has been undermined to a degree.

		

		Drift Toward Tyranny

		

		In addition to expanding Executive rule-making at the expense of Congress and the legislative branch, and his refusal to cooperate with Congressional subpoena and investigation rights under the Constitution, worrisome signs keep arising that indicate Trump also considers himself personally “above the law.”

		

		The US political system has always given the President authority to pardon individuals, which is usually undertaken at the end of their term in office. It’s a curious and decidedly un-democratic practice that has been increasingly institutionalized in recent decades under Neoliberalism, by both Republican and Democrat presidents and governors. A hallmark of American political ideology proclaims to the public that “no one is above the law.” Yet, some are, as executive pardons have become increasingly commonplace. But these are presidential (and governor) executive pardons of others. No president to date has publicly suggested that he himself might be above the law or has the right to “self pardon.” But Trump has.

		

		The process of usurping legislative authority, to fund his preferred programs at the expense of Congress, may have just begun, but the drift by Trump toward an imperial presidency in domestic legislation may well expand as his confrontation with Congress grows. Second, his suggestion of the right to assume power of self-pardon smacks of Tyranny. These trends—toward usurpation and tyranny—represent decided undemocratic principles that the president feels comfortable with.

		

		Although in early form, the trends suggest a view by Trump that the presidency is an institution “more equal” than the other branches of government. It has long been obvious that, in foreign affairs, the presidency since the 1960s—and even before—has been becoming more “imperial.” Presidents go to war without obtaining a war declaration by Congress, as was clearly intended by the US Constitution—token limits by the 1970s era “war powers act” notwithstanding. The Trump presidency may reflect an extension of this imperial attitude to domestic US politics, i.e the emergence of what might be called the imperial presidency in domestic affairs.

		

		Redefining Separation of Powers

		

		The Trump presidency’s disregard for Constitutional norms in its relationship with Congress, and in particular the US House of Representatives, has recently become evident as well in Trump’s outright refusal to allow executive branch employees to testify to Congress, subpoenas notwithstanding. This stonewalling is but another example of the Trump presidency’s view that the Executive and Legislative branches are perhaps not “co-equal” under the Constitution. Constitutional authority clearly provides the US House with investigative powers. Trump’s refusal to cooperate with that Congressional authority represents yet another reinterpretation of Constitutional separation of powers.

		

		Reinterpreting the Supremacy Clause

		

		Trump’s offensive against California’s auto emissions rule exemplifies his reinterpretation of the Constitution’s “supremacy clause” and states’ rights. It has long been accepted that state laws cannot provide less than a similar federal law. For example, states cannot pass a minimum wage lower than the federal minimum wage. But they can pass legislation providing more than the federal minimum wage. Trump’s attack on California emissions in effect means the state cannot pass tougher emission standards than the federal standards, which are far less stringent. If that becomes a legal precedent, states logically could not pass legislation that is either less than or greater than the federal requirements. It’s a violation of the federalism principle in the Constitution.

		

		Assuming the Power of the Purse

		

		Trump’s trade wars represent yet another example of Executive powers expansion. The trade wars have generated tens of billions in additional tariff revenues for the executive branch. These funds have been used in part by the president to issue direct subsidies to US farm interests in the amount of $28 billion over the past year. A constitutional argument can be made that payment of subsidies in such amount should be authorized only by legislation raised and authorized by the US House. The Constitution’s intent gave the US House the authority of “power of the purse” to raise and authorize spending of revenues—and not the Executive.

		

		Disregarding Democratic Norms and Practices

		

		Other disturbing examples abound of the Trump presidency disregard for accepted democratic norms and practices.

		

		Never before has a president so blatantly attacked the press and media that criticized him. Or vilified political opponents as “traitors” and “criminals”; or publicly demanded candidates be “arrested and locked up”; or incited popular mobilizations against protestors and his critics; or launched purges within his own bureaucracy (in particular the intelligence agencies) and political party; or declared if Congress were to try to impeach him it would mean a new civil war in the country. These are not just the verbal railings of an aberrant personality who by chance attained the highest office of US government.

		

		These are actions that reflect a calculated and fundamental disregard for even the limited form of democracy that still prevails in US government institutions today. They are views that reflect a belief that Executive powers of the president should and must be expanded—even if at the expense of the authority of legislative branch of government (Congress or states); even if it at the expense of the legitimacy of the press and “fourth estate”; even if it deepens the polarization of US society and incites citizen to citizen violence. Trump believes it is all necessary in order to implement his policies and programs—and this is what we must keep foremost in mind—it’s a Neoliberal program.

		

		The key question for assessing the future of Neoliberalism is whether Trump is a product of the evolution of Neoliberalism and its impact on political institutions and practices—or whether the Trump presidency is an aberration outside that evolution?

		

		Trump: Inevitable or Aberration?

		

		Is a Trump-like political figure the inevitable consequence of the need to introduce post 2008–09 a more aggressive, virulent form of Neoliberalism? Would an alternative president have to have moved in the same anti-democracy direction to get his/her agenda passed in the era of deepening domestic and global opposition to Neoliberalism? Perhaps that alternative president might have been less crude, less brash, less apt to “shoot from the hip” on policy and political initiative—less likely to engage in early morning social media excesses; and indeed therefore have been even more clever and effective.

		

		But one should make no mistake. Trump is not a lone wolf who slipped into the US presidency by accident or ineptitude of his opponents. Neoliberalism required a more aggressive restored form following the crisis it faced in the wake of the 2008–09 crash. Certain moneyed interests were in 2016, and are still, behind Trump. And if it wasn’t him, it would have been another chosen to shake up the old political establishment that was beginning to lose control over growing discontent at home and growing capitalist competition abroad.

		

		The problem with Trump in the end has been his style, which has made it impossible for him to unite US business interests, and the traditional political elites, behind him in an effort to jointly restore the Neoliberal policy regime. Instead, he has precipitated an internecine political fight within the ruling class in America—i.e. a classic post-crisis political “food fight” between two wings of the American economic and political elite.

		

		A similar post-crisis split and internecine ruling class conflict has been occurring globally elsewhere as well—not just in Trump’s America. In the UK (Brexit), in France (the National Front), Germany (the rise of Afd), in several eastern European countries (Hungary, Austria, Poland), in various countries in Latin America (Argentina, Brazil, Ecuador), and in Asia in India and Philippines. All are trying to come to terms with slowing economies and an emerging global recession, as Neoliberal policies failed globally after 2008–09, giving rise to right wing autocrats and anti-democratic politicians. And in virtually all cases, including the US, in attempting to re-establish Neoliberalism on firmer ground, democracy, democratic norms, and institutions have been the victims.

		

		The Trump era represents only the deepening of anti-democracy trends in the US that have been evolving since the introduction of Neoliberal policies circa 1980. In the Neoliberal era the two mainstream political parties became more oligarchic in their programs and representation. Money deepened its hold on government and politics steadily over the decades. Electoral processes became more the purview of the rich and powerful. Gerrymandering and voter suppression became more the norm than the exception. Popular sovereignty and representative government for all, more a fiction than fact. Public wants and needs that can only be fulfilled by government have been increasingly ignored, in favor of interests and requests of tens of thousands of paid lobbyists. And citizens’ civil liberties and rights have been increasingly limited, circumscribed, and surveilled.

		

		The correlation between the rise and expansion of Neoliberalism and the decline of democracy in the US is irrefutable. Whether the correlation also represents a direct causation depends on whether each milestone event associated with the expansion of Neoliberalism occurs in tandem with, or in consequence of, an event marking a further deterioration of democracy.

		

		And here the evidence and examples abound: the transformation of the political parties in the 1980s and early 1990s and rise Neoliberal tax and monetary policy. The radical right takeover of the US House in 1994 and advent of free trade. Gore v. Bush, the selection of the president by the judiciary in 2000 and still more tax cuts, war spending, the end of campaign reform, the Patriot Acts, and trade treaties. Thereafter Obama followed by Citizens United, gerrymandering, voter suppression, more war spending, more business tax cuts. And now Trump.

		

		It’s more than just a “smoking gun.” It’s certainly not just coincidental that democracy in America has been in decline—and on so many fronts—during the era of Neoliberalism. Nor is it coincidental that under Trump the decline of democracy in America has intensified, and has begun to assume an attack on the prevailing constitutional form of government itself.
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