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THE COMING BREAKDOWN

OF THE EMPLOYMENT SYSTEM

The inconsistency of profession al econ omists is notorious. A n aggrega tion of  any nu mber of them is certain to

produce an equal number of conflicting opinions on an y given su bject. It should be noted, however, that the

economists’ inconsistencies are almost alwa ys concer ned  with ad ministrative details. They dispute for hours on

end whether the prime lend ing rate is half a  percent too high, or what fraction of unemp loyment is permissib le

in a “full employment” economy, or how well the trade-off betw een in fla tion and stagnation is being managed.

The bewildered hearer of these weighty contentions is ultimately tempted to conclude that the first requirement

for being a n economist is to disagree vociferously with everything tha t any other economist may say.

TECHNOLGY AND ECONOMIC TABOOS

Yet such  a conclusion would be w rong. E conom ic

theory is not the anarchical battlefield that the

interminable disagreements of the economists might

suggest. To the contrary, it is disciplined by a number

of fundam ental assumptions which are not considered

open to debate within th e profession. Indeed,

economists have no greater dread than being enticed

onto the grou nd of these assumptions, covering as it

does such qu estions as the basic purpose of econom ic

activity, the rightfu l beneficiaries of econom ic

endeavor, and so on.

For decades, the econ om ists have ventured th eir

speculations from the terra firma of these little-

challenged assumptions; but now a volcano seems to

be rumbling under their feet and threatening to

explode their tight little conceptual universe. The end

of this universe, when It comes, will be cataclysmic,

for the ax ioms of the economists’ “science” will be

exposed as not merely inadequate, but positively

barbaric.

The force that is shaking the ground under their feet

is technology, the dizzying progress of which is

thrusting into high relief certain problems inherent in

modern industrial economies. The embarrassment of

the purveyors of conventional economic wisdom

grows as they are bombarded with questions, not

about the level of employment, but about the value of

the work being accom plished by the employed, not

about the optimum  level of capital investment, but

about general ownership fights in plant e mbodying

thousands of years of evolution of human know-how.

The inability of econom ic orthodoxy to respond to

such q uestions reveals its impotence.

The following qu otations indicate the pressure

being put on the assumptions of the professional

economists–pressure that mu st increase as the effects

of computerization spread.

COMPUTERS, INCOMES, AND FREEDOM

  In 1976 , the form er director of the NASA Artificial

Intelligence Program, Dr. James Albus, wrote a book

warning of the dangers of conversion to com puter-

controlled production systems under the present

financial regime. The basic thesis of the work (entitled

Peoples' Capitalism: The Economics of the Robot

Revolution) is that a radical new approach to income

distribution is needed to avoid a concentration of

economic pow er unpreceden ted In  U.S. h istory:

The great majority of autom atic machines in

American Industry are owned by a tiny group of

men  and women who are accountable to hardly

anyone but the mselves. Unless some ch anges are

made In the present system of ownership and

income distribution, the next  generat ion of

automation could reduce the en tire econom ic

system to complete domination by a few superrich
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families. (42)

   As long as we have a system in w hich only a

tiny minority of the people own or control

virtually all of the w ealth-creating capital stock

and the rest of the population must rely on selling

their labor for incom e, we will have a situation

wh ere  a uto m atic machines and advan ced

technology will invariably threaten the secu rity

and personal dignity of the average person. Only

If we devise a means by wh ich everyone can share

In the con trol of m odern technology, as well as in

the wealth which it creates, will the fan tastic

capaci t ies of  the  coming ge n e r a tio n  of

superautomation be released to  assist mankind In

solving the urgent problems of our society. (54)

Dr Albus cautions his readers not to delude

themselves by thinking that the change-over to

automation will be a prolonged process. N ot only are

robots and com puters mu ch m ore dependable than

human  workers, but their cost can be recovered

typically  in two to four years, m aking th em  extremely

cost-efficient. Thus, he states, ignoring the ano m aly

that is being created w ill simp ly ensure that its effects

will be disastrous. On  the other han d, a program of

distributing incomes apart from wages earned within

the production system could usher in an age of

unprecedented abundance and economic comfort for

all citizens with, probably, an attendant flourishing of

culture as hum an energy freed from compu lsory work

is directed into voluntary activities.

CONFUSION OF INCOMES AND JOBS

Similar concerns w ere voiced In articles appearing

In the British publication, New  Scientist, last year.

Writing In the June 8th edition, John Stansell opines

that “this concern on unemployment [resulting from

a uto m ation] fails to identify the issue at the heart of

our future problems.” He quotes another writer, Roger

Anderson, a specialist in environmen tal problems, as

follows:

The major social issue to be faced as a  result of

industr ial autom ation is  that of  incom e

distribution: how  to distribute eq uitably the

produce of an inc reasingly capital-oriented

society. This issue has not been distinguished

from that of unemployment because employment

is the standard mode of income distribution in the

industrialised world; but it m ust be clearly

distinguished if any meaningful analysis of the

social impact of the silicon chip is to be made and,

m ore  impo rtantly, any necessary remedie s

suggested. At present, ‘income’ and ‘work’ are

almost synonymous . . . . if there is rapid

automation a very high growth rate will be

necessary to achieve full employment.  Such a

g row th  rate  is prob ably n o t  a t ta i n a b le

econom ically bu t also . .  . probably wholly

undesirable. (664)

Five mon ths later, the same review published an

article by Sir Ieuan Maddock, secretary of the British

Association for the Advancement of Science, which

opened w ith the same m essage:

It has become conventional to regard ‘work’ as

not only the means of producing the goods and

services we need but particu larly as the means by

wh ich individuals acquire the purchasing power

necessary to obtain  so m e proportion of these

goods and services . . . .

Yet there are examples in history which show

that there is no fundamental relationship between

the working capacity of individuals  and their

ability to purchase. H ow ever real th is relationship

may be there can be little doubt that in the 19 th and

20 th century work has been linked with purchasing

power and influence, and unemployment equated

to misery and deprivation. So strong have become

these links in people’s minds, the provision of

employment has become a greater priority than

increasing the total availability of goods and

services.  It is regarded better to keep inefficient

and uncompetitive enterprises in being, because

they provide some purchasing power, albeit,

limited, rather than to improve efficiency and the

ability to compete in hom e and foreign markets.

As technology has advanced, it has become

progressively more difficult to maintain  this

stance.  Modern capital facilities . . . are able to

supply most goods and services without great use

of labor.  (November 23, 592)

MORE INVESTMENT, LESS EMPLOYM ENT

This argum ent w as also made, In much  more

categorical language, by Michel Bosquet of France,

writing on “the Golden Age of un employment” In the

December 4, 1978, edition of Le Nouvel Observateur.

In the Age of Autom ation, growth no longer

creates Jobs; indeed, it often destroys them. Most

industries are or will be able to produce m ore

while reducing their personnel.  In German y

(com parable statistics for France do not exist)

nearly half (4 6% ) of all industrial investm ent is

directed toward the goal of  ‘cutting down on

manpow er.’

Thus, the epoch when human labour was the

source of  all wealth is coming to an end.  After a

tw en ty-five year gestation period, the th ird

industrial revolution has begun. It promises (or

threatens, depending on one’s point of view) to

spread into fields like teaching and medicine,

w h i c h  w e r e  p r e v i o u s ly  u n t o u c h e d  by

industrialization. It breaks the link between

increased production and increased em ployment.

It invalidates one of the dogmas of Keynesian
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eco no m ic th eo ry– n am ely, t h at s tim u latin g

investment redu ces un employment.

Keynes is dead, and, with him, the policy of

‘full-employment’  . . . .  To prevent the

ideological basis of the current order   from being

undermined, these facts must not be known.

Therefore, people will be told not that they need

to work less, but that ‘work will be lacking’; not

that they will have more free time, but that ‘there

will be fewer jobs.’ (81-3)

  An aspect of Bosquet’ s article needing com ment is

his attempt to fit his views into the context of Socialist

propaganda. He argues, with a twist of irony, that the

leisure society coming into being must be seen as “an

anti-capitalist project, a project of the Left–even if

part of the classical Left has not yet realized it.”

Reconciling the exten sion of leisure with Socialism,

of wh ich the central dogma is the glorification of

“workers” as the sole repositories of virtue (so that

forced labour, in Communist states, is “re-education,”

not oppression), is indeed a difficult task. In reality, a

condition of leisure extending to more and more

persons would dissolve the lines of class war and

collapse the pediments of Socialist ideology.

In any case, the above sampling from three different

countries illustrates the beleaguered condition of one

of the fundamen tal postulates of orthodox
economics–that is, the proposition that work, or

productivity, automatically gets enough  buying power

over to consu mers to a llow the entire product to be

bought. Also notew orthy is th e fact that the attack is

being mounted by individuals of scientific training,

practical problem-solvers who have come to see than

automation poses the very practical problem of a flood

of production requiring so little human involvement

that it generates a mere trickle of personal incom e.

Unlike some of their du ller colleagu es, these

individuals locate the problem in the area of the

trickle, rather than that of the torren t.

AN EARLY WARNING

Perhaps innocently, critics of the wage system

represent its flaw as recen t discoveries.  However,

over 60 years ago, a critique similar to those cited

above was m ade by the B ritish engineer and self-

taught econom ist, C H. Douglas. Despite their failure

to mention his contribution to understanding of the

deficiencies of the income-v ia -work axiom, the

current analysts’ confirmation of his prediction

constitutes an unmistakable testimony to the value of

Douglas’s pioneering w ork. It is all the more

remarkable because he discerned the defect of making

production subservient to incom e distribution, instead

of material need, long before the computer revolution

forced coming to grips with the m atter.  Douglas drew

attention to the elephant browsing in the bush bu t on ly

now that it is trampling us underfoot are others

beginning to notice its presence!

Immediate ly following the First World War,

Dou glas warned  that disaster must ensue from pursu it

of the ideals of full-employmen t and increased

productivity.  His admonition was ignored, and, to the

time-table that he foresaw, the post-war boom led to a

world-wide depression, which in turn was “solved” by

rearmam ent and another World War. Since that

cataclysm, the arms race, the space race, and incessant

peripheral wars have served as dumping grounds for

production unpurchasable in domestic markets.

SHORTCOM INGS OF CURRENT ANALYSIS

In fact, during all the Intervening years, Douglas’s

analysis has never been matched In Its completeness

and consistency. Measured against his work, the

proposals of others who have glimpsed the problem

that he first brought to light seem un balanced. For

example, Anderson would arrange for payment to

“everybody, out of gross national product, enough to

guarantee an existence above the subsistence level,

unconditionally.” The first problem, of course, is to

d et e rm in e  w h at c on sti t u tes  a s u bs is t en c e

level–especially when th is varies from individual to

individual. Then, what if the surplus of production,

compared with incomes, is not sufficient to meet th is

subsistence level? How  can you guarantee wh at does

not exist? Or, which is more probable, what if the

surplus production per capita surpasses the subsistence

level? Will only a portion of the surplus be distributed

because someone has established an arbitrary rule

about the matter?

After an impressive opening salvo, Sir Ieuan

Maddock sputters m erely th e principle that “ people

who have served well for as long as they are able to

do, deserve to be well treated in later years.”  Hardly

anybody would object to this concept, but it offers no

solution whatever to the dilemm a that he himself has

identified of a rapidly shrinking labour market. If you

are without an  income at  age 30, the proposal that you

be given something to eat at age 50 is of no use to

you.

Bosquet goes somewhat farther: he suggests that

people should be provided with “fu ll income” rather

than with “full employment” at aimless make-work.

How ever, he says nothing abou t the source of such

income.  If, in his thinking, it would be drawn from

general tax revenue, h is schem e is n onsensical,

because the position of the population cannot be

improved by giving back money that they had in the

first place.

Albus is the m ost ambitious of the critics under

consideration, and his proposals are by far the m ost

fully developed. He advocates the distribution of

universal public dividends based on the profits from

automated Industries. Again, his concept is crippled

by his weakness in the area of finance. Profits are, like

taxes, first taken from the mem bers of the public
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before they can be remitted to them. How ever,

because Albus apparently does not understand the

process whereby money is created out of nothing by

the banks. He cannot conceive of a means of getting

mon ey to people outside of the system that imposes

financial obligation s upon them , as well.

Clifford Hugh Douglas

DOUGLAS STILL SUREST GUIDE

The integrated views that Douglas expounded avoid

all these pitfalls. Starting from the fact of an observed

disparity between incom es and prices, h is an alysis

moved backward from it, to trace its specific causes,

and forward from it, to cata logue its social, economic,

and political implications. The only conclusion to be

drawn from his extensive writings is that the disparity

is deliberately maintained as a fulcrum for moving the

mass of humanity in accordance with the projects of

the few.

Beginning with this instrument for maneu vering, an

obscure elite has worked the population of the entire

world into a position of dependence unequaled in

history. Utilization of resources, and decision-making,

is now  so centralized that practically any group can be

brought to its knees by sanctions emanating from

intern ational cartels controlling ava ilable and,

increasingly, potential stocks of fuel, foodstuffs, and

so on.

The problem is much more complicated than it was

when Douglas began writin g in 191 8 simply because

the factors that he described have enjoyed over 60

years of unobstructed operation and accum ulated

f a n t a stic  m om en tu m  th ro u gh  th at p er iod .

Nevertheless, no surer guide than he can yet be found

to lead us out of our current distress. The universe of

econom ic orthodoxy is breaking up; but unless

something sound is put in  its place, the opportunity for

salvaging the w orld itself from ruin will be lost.

Anyone who cares to contribute to this task is advised

to measu re any proposal presented to him against the

views and w arnings contained in Douglas’s works.

R.E.K.

“. . . borrowing from  the ordina ry or com mercial  banks . . .

overwhelmingly is now the way money gets created”–John

Kenneth G albrai th, Co nsum er R epor ts, February 1979, 1990

WORKS BY C.H. DOUGLAS:

Economic Democracy
The Monopoly of Credit
Social Credit
Money & the Price-System
Dictatorship by Taxation
The Development of World Dominion
The Monopolistic Idea
The Tragedy of Human Effort
The Use of Money
The Policy of a Philosophy
The Breakdown of the Employment System
“Whose Service is Perfect Freedom”
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The Programme for the Third World War
The Nature of Democracy
The Approach to Reality
These Present Discontents
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