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Capitalism is hundreds of  years old and today dominates nearly every part of  the globe. Its champions claim
that it is the greatest engine of  production growth the world has ever seen. They also argue that it is unique in
its ability to raise the standard of  living of  every person on earth. Because of  capitalism, we are all “slouching
toward utopia,”—the phrase coined by University of  Calif ornia at Berkeley economist J. Bradf ord DeLong—
slowly but surely heading toward a world in which everyone will have achieved a U.S.-style middle-class lif e.1

Given the long tenure of  capitalism and the unceasing contentions of  its adherents, it seems f air to ask if  it  is
true that we are “slouching toward utopia.” Let us look at three things: the extent of  poverty and inequality in
the richest capitalist economy—that of  the United States; the extent of  poverty and inequality in the poor
countries of  the world; and the gap between those countries at the top of  the capitalist heap and those at the
bottom.

The United States is of ten ref erred to as a nation dominated by the middle class and one in which it is
relatively easy f or a poor person to become a person of  means. Here, it is said, equality of  opportunity rules. It
is hard to know what phrases like “middle class” and “equality of  opportunity” mean, but it is f air to think that
such a society ought not to be one in which there is widespread poverty and ought to be one in which people
do indeed have a great deal of  economic mobility.

The data on poverty and inequality of  income and wealth do not square very well with this image. In the United
States, the f ederal government had def ined a “poverty level of  income,” one below which f amilies are def ined
to be poor. It is an income below which f amilies would f ind it dif f icult to live without serious problems and which
would place them in real danger when f aced with any sort of  economic crisis, such as a sick child or an injury at
work. This of f icial poverty level of  income is equal to three times the minimum f ood budget calculated by the
Department of  Agriculture, a very modest standard with numerous restrictive and unrealistic assumptions built
into it, f or example, that poor f amilies will be able to buy f ood at the lowest unit price and will know how to
convert the cheapest f ood into nutrit ious meals. In 2002, this was $18,392 f or a f amily of  f our, or $12.60 per
person per day. In 2002, 34.6 million persons lived in poverty, 12.1 percent of  the population. The incidence of
poverty was 24 percent f or blacks and 21.8 percent f or Hispanics. In 2001 (I don’t have data f or 2002), 35.2
percent of  black children under six lived in poverty, as did 29.1 percent of  Hispanic children under six. These
numbers rise and f all over t ime and while they have been higher in the recent past, they are still remarkably high
when we consider the enormous productive capacity of  the U.S. economy and the more than 200 years in which
this capacity has steadily risen. And if  we used a more realistic def init ion of  poverty—such as one-half  the
median income, a poverty def init ion typically used to compare the rich capitalist economies—the incidence of
poverty would increase dramatically to 17 percent (in 1997), or more than 45 million persons.2

What are the chances that this extensive poverty could be eliminated? Not very high, given that this poverty
coincides with large and growing inequality of  both income and wealth, inequalit ies ingrained in the laws of
motion of  capitalism.
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In the United States in 2000, income inequality was greater than at any time since the 1920s, with the richest 5
percent of  all households receiving six t imes more income than the poorest 20 percent of  households, up f rom
about f our t imes in 1970. A study by economist Paul Krugman (who has been skillf ully assailing the Bush
administration in his New York Times column) estimated that perhaps as much as 70 percent of  all of  the
income growth in the United States during the 1980s went to the richest 1 percent of  all f amilies. With respect
to wealth, in the United States in 1995, the richest 1 percent of  all households owned 42.2 percent of  all
stocks, 55.7 percent of  all bonds, 44.2 percent of  all trusts, 71.4 percent of  all noncorporate businesses, and
36.9 percent of  all nonhome real estate. As with income inequality, this inequality has been increasing, at least
f or the past 20 years.3

Great and growing inequality mocks the notion of  equality of  opportunity. Consider a thought experiment:

In Pittsburgh, Pennsylvania,…there is an extraordinarily wealthy f amily, the Hillman’s, with a net worth of
several billion dollars. One of  their homes, along once f ashionable Fif th Avenue, is a gorgeous mansion on a
magnif icent piece of  property. About three miles east of  this residence is the Homewood section of  the city,
whose mean streets have been made f amous by the writer, John Edgar Wideman. On North Lang Street there
is a row of  three connected apartments. One of  the end apartments has been abandoned to the elements—to
the rodents and the drug users… Poverty, deep and grinding, is rampant on this street and in this
neighborhood, which has one of  the nation’s highest inf ant mortality rates.

Consider two children, one born in the Hillman house and another born in the North Lang Street apartment. In
the f ormer, there are two rich and inf luential parents, and in the latter there is a single mother working nights
with three small children. Let us ask some basic questions. Which mother will have the best health care, with
regular visits to the doctor, medicine if  needed, and a healthy diet? Which child is more likely to have a normal
birth weight? Which child is more likely to get adequate nutrit ion and have good health care in early childhood?
If  the poor child does not have these things, who will return to this child the brain cells lost as a consequence?
Which child is more likely to suf f er the ill ef f ects of  lead poisoning?…If  the two children get ill in the middle of
the night, which one will be more likely to make it to the emergency room in t ime?…

As the two children grow up, what sort of  people will they meet? Which will be more likely to meet persons who
will be usef ul to them when they are seeking admission to college or looking f or a job or trying to f ind f unding
f or a business venture?…Which will go to the better school? Which will have access to books, magazines,
newspapers, and computers in the home?…Which one will be more likely to have caring teachers who work in
well-equipped and saf e schools? Which one will be af raid to tell the teacher that he does not have crayons and
colored paper at home?…When these two children f ace the labor market [or course, the rich child will never
have to f ace the labor market in the sense the poor child will], which one will be more productive?4

We can buttress our thought experiment with empirical evidence. It now appears clear that in the United States
—whose polit icians and pundits are always touting the myth that “you can be anything you want to be,”—it is
“increasingly apparent that the secret to success is to have a successf ul parent.” Recent studies tell us that if
your parents’ income is in the top 20 percent of  the distribution of  f amily incomes, you have a 42.3 percent
chance of  ending up at the top too, but only a 6.3 percent chance of  f alling into the bottom 20 percent. If  your
parents’ income is in the bottom 20 percent, you have only a 7.3 percent chance of  ending up in the top 20
percent. No doubt these correlations would be still stronger if  we considered wealth as well as income. If  your
parents were in the top 1 percent of  the income distribution (and theref ore certainly had a lot of  wealth,
something which might not be true parents at the lower end of  the top 20 percent), the chances of  you ending
up in the top 20 percent would surely be higher than 42.3 percent.5
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Compounding the unlikelihood of  eliminating poverty is the f act that inequality in and of  itself  generates many
socially undesirable outcomes. Inequality research has f ound that if  we consider two states in the United
States or two countries, each with the same average income, what we might call “social health” will be poorer in
the state or country with the greater income inequality. Put another way, equally poor people will be worse of f
in terms of  many social indicators if  they live in the state or country with the greater income inequality. Using as
a measure of  inequality the share of  income going to the poorest 50 percent of  households in each U.S. state,
researchers f ound that this share varied inversely (in the opposite direction) with the state’s mortality rate. In
addition,

This measure of  inequality was also tested against other social conditions besides health. States with greater
inequality in the distribution of  income also had higher rates of  unemployment, higher rates of  incarceration, a
higher percentage of  people receiving income assistance and f ood stamps, and a greater percentage of
people without medical insurance. Again, the gap between rich and poor was the best predictor, not the average
income in the state.

Interestingly, states with greater inequality of  income distribution also spent less per person on education, had
f ewer books per person in the schools, and had poorer educational perf ormance, including worse reading
skills, worse math skills and lower rates of  completion of  high school.

States with greater inequality of  income also had a greater proportion of  babies born with low birth weight;
higher rates of  homicide; higher rates of  violent crime; a greater proportion of  the population unable to work
because of  disabilit ies; a higher proportion of  the population using tobacco; and a higher proportion of  the
population being sedentary (inactive).6

Great and growing inequality saps the polit ical power of  those at the bottom, making it more likely that the
social welf are programs which help to alleviate the harmf ul consequences of  poverty will be gutted, while at the
same time making it more likely that policies which f urther f avor the rich will be put in place. The poor are
increasingly f illed with hopelessness and despair as they contemplate the yawning gap between them and
those at the top.7

Although there is great poverty and inequality in the richest capitalist country, this cannot compare to the levels
of  both of  these to be f ound in the vast majority of  the world’s economies, which are both capitalist and poor.
The World Bank estimates the number of  persons in dif f erent countries and in the world as a whole who
subsist on less than $1 and $2 per day. In Nigeria, f or example, in the early 1990s, 90.8 percent of  the
population lived on $2 per day or less; in India the f igure was 86.2 percent in 1997. In a world population of
some 6 billion persons, the World Bank estimates that 2.8 billion survive on $2 per day or less (about 45
percent); 1.2 billion lived on $1 (about 20 percent) per day or less.
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The World Bank also uses a number comparable to the U.S. poverty level of  income. Remember that the U.S.
level f or 2002 translates into $12.60 per person per day. The Bank’s level f or poor countries is now a litt le
more than $1 per day. Using this number, it claims that poverty diminished worldwide over the 1990s. However,
this claim is suspect. It is true that $1 per day might go f urther in a poor country because prices are cheaper,
so that while $1 per day in the United States makes a person obviously destitute, such may not be the case in
a very poor country. If  over t ime, prices f all in a poor country, then, other things equal, the number of  persons
living in poverty will f all. The problem, however, is that when the World Bank speaks of  prices in a poor country,
it means an index of  all prices and not the prices of  the things very poor people buy. In general, the prices
which are relatively lowest and which have declined most in poor countries are those of  services unlikely to be
consumed by the poor. As journalist George Monbiot tells us, “[The World Bank’s] estimate of  the purchasing
power of  the poor is based on the measure of  their ability to buy any of  the goods and services an economy
has to of f er: not only f ood, water and shelter but also airline tickets, pedicures and personal f itness training.
The problem is that while basic goods are of ten more expensive in poor nations than they are in rich ones,
services tend to be much cheaper [ref lecting the tremendous pool of  surplus labor in poor nations]…” He goes
on to say, “But the extremely poor, of  course, do not purchase the services of  cleaners, driver or
hairdressers.” Two researchers at Columbia University estimated that if  corrections were made f or the
problems in the World Bank’s methodology, the number of  persons living in absolute poverty would rise by 30
to 40 percent, completely eliminating the alleged decrease in poverty.8

It should be noted in connection with the World Bank’s poverty level that the World Bank has been instrumental
in promoting large-scale export agriculture in poor countries. Many persons living below the World Bank poverty
level are subsistence peasants operating outside the money economy. Their economic well-being is of ten
greater than a dollar a day would indicate. As they are in ef f ect dispossessed by Bank-promoted agriculture
and move into urban areas, their money income may exceed the World Bank poverty level, but, in f act, they are
considerably worse of f  than they were in the countryside.

Poverty on a global scale is matched by an enormous and growing inequality of  incomes, a f act remarked upon
in considerable detail in the November 2002 Review of  the Month in this magazine. It is worth paraphrasing and
supplementing what was said there. In China and India, the world’s most populous nations and two of  its
f astest growing economies, inequality is growing rapidly. In China, once an extremely egalitarian country,
income inequality is now barely distinguishable f rom that in the United States. China has witnessed perhaps the
greatest income redistribution in history. In India, “Most of  the benef its of …rapid economic growth are going to
the wealthiest 20% of  society.” There, “350 million [persons]—more than a third of  the population—live in dire
poverty…In Calcutta alone, an estimated 250,000 children sleep on the sidewalks each night.”9

World Bank economist Branco Milanovic has overseen the most sophisticated attempt to measure income
inequality worldwide. Using a massive household survey covering the entire world, he f ound that,

the richest 1 percent of  people in the world get as much income as the poorest 57 percent. The richest 5
percent had in 1993 an average income 114 times greater than that of  the poorest 5 percent, rising f rom 78
times in 1988. The poorest 5 percent grew poorer, losing 25 percent of  their real income, while the richest 20
percent saw their real incomes grow by 12 percent, more than twice as high as average world income. World
inequality grew because inequality grew between and within countries. The rich nations grew richer and the
poor nations grew poorer; the rich within each country grew richer at the expense of  the poor. Milanovic
calculated that the world income gini coef f icient [a measure of  inequality which increases f rom zero to one as
inequality increases] was between .66 and a staggering .80, depending on the way you converted one currency
into another.10
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Buttressing Milanovic’s f indings, the United Nation’s most recent Human Development Report tells us that the
income of  the richest 25 million Americans is the equivalent of  nearly 2 billion of  the world’s poorest persons (2
billion is 80 times 25 million). In 1820, per capita income in western Europe was three times that in Af rica; by the
1990s it was more than 13 times as high. Adding human meaning to these numbers, the report says, “The
statistics today are shaming: more than 13 million children have died through diarrhoeal disease in the past
decade. Each year over half  a million women, one f or every minute of  the day, die in pregnancy and childbirth.
More than 800 million suf f er f rom malnutrit ion.” In addition, “For many countries the 1990s were a decade of
despair. Some 54 countries are poorer now than in 1990. In 21, a larger proportion is going hungry. In 14, more
children are dying bef ore the age of  f ive. In 12, primary school enrollments are shrinking. In 34, lif e expectancy
has f allen. Such reversals in survival were previously rare.” Economist James Galbraith tells us that, “Looking at
the broad range of  developing countries, the University of  Texas Inequality Project f inds rising inequality in
most of  them, f alling inequality in only a f ew.” In Vietnam, in just two years, between 1999 and 2001, the gap
between the richest and the poorest nearly doubled.11

Just as capitalism’s proponents proclaim the reality of  equality of  opportunity, so too do they say that today’s
poor national economies have every chance of  someday becoming rich. Can this be so?

The gap between the rich and the poor within countries is paralleled by that among countries. Since countries
have widely dif f erent populations, a common way to compare countries is by their gross domestic product
(GDP) per capita. Such a comparison shows extremely large dif f erences among countries. At the top are what
we can call “rich countries” these are f or the most part those capitalist nations which f irst industrialized and
which early on took command, largely through conquest and colonization, of  much of  the rest of  world, f rom
Latin America to Af rica to Southeast Asia. At the bottom are the poorest of  “poor countries,” those nations on
the receiving end of  the f orced expansion of  the rich nations. Countries such as the United States, Norway,
Japan, Germany, and France have per capital GDPs 20 to more than 100 times greater than countries like
Ethiopia, Malawi, Af ghanistan, and Bolivia. It is remarkable to observe that most of  the rich countries are those
where capitalism f irst arose, while most of  the poor countries have long histories of  colonial and imperial
domination. In terms of  per capita GDP, no Latin American country ranks in the top 35, and no Af rican country
ranks in the top 55. More than one-half  of  the poorest 50 countries are in Af rica. Sixty percent of  the top 50
are either in Europe or North America.

If  we use nonmoney measures of  how nations are f aring, we see similar dif f erences. In the United States, lif e
expectancy at birth f or women is about 80 years, in Switzerland 82; but in Af ghanistan it is 46, in Sierra Leone
39. Inf ant mortality per 1,000 births is 3.98 in Norway, but it is 101 in Ethiopia.12

Mainstream economists have argued that the poor nations are simply on a low rung of  a “development ladder,”
and that over t ime, especially if  they adopt “f ree market” principles (basically the elimination of  all barriers to
the f reedom of  employers to try to make money, such as protective trade barriers, protective labor laws,
subsidies to the poor, public enterprises, and limitations on the sale of  land), they will become rich countries
too. This convergence hypothesis is dif f icult to demonstrate. While a very f ew f ormerly poor nations, mostly in
Asia, have become relatively rich ones (South Korea, f or example), most have remained poor. In f act, Lance
Pritchett, a World Bank economist, has persuasively argued that the world’s poorest countries diverged in
terms of  per capita income f rom 1870 to 1960. The logic underlying Pritchett’s methodology is interesting. He
compared one of  the world’s richest nation, the United States, to one of  its poorest, Ethiopia. He took the per
capita GDP ratio f or the United States and Ethiopia f or 1960 (U.S. GDP per capita divided by Ethiopia GDP per
capita) and noted that there could only have been convergence if  the per capita GDP ratio had been larger in
1870. But f or this to be true, Ethiopia’s per capita GDP in 1870 would have been too low to sustain lif e!
Theref ore Pritchett concluded that there must have been divergence.
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We also have good evidence that divergence continued af ter 1960, accelerating af ter 1980 when “f ree market”
policies were introduced throughout the world on an increasing scale. Between 1980 and 2000, those countries
with the highest GDPs per capita grew the most, implying that inequality among nations increased. The Brit ish
magazine, The Economist, cit ing economists who believe that international inequality has decreased, argued
that we need to weight each country’s per capital GDP by its population. When we do this, we note that the two
most populous countries, India and China, had very high average growth rates over this period, suggesting that
in terms of  population-weighted growth rates, worldwide inequality decreased. However, what The Economist
f ailed to note was that, as we have seen, inequality within India and China rose, most notably in China. China’s
and India’s per capita GDP grew rapidly, but the incomes of  the average Chinese and Indian did not. So, in the
f ace of  this f act, it is hard to argue that inequality has f allen.

Even if  we consider a poor nation that has grown more rapidly than a rich one, this relatively greater growth will
have to continue f or a very long time f or per capita incomes to converge. Pritchett has this to say about India,
a country which grew f aster than the United States f or a while and which is growing rapidly now:

…a f ew developing countries were actually “converging,” that is, they were growing f aster than the United
States. When are these lucky “convergers” going to overtake the United States? India, f or example, registered
an annual average growth rate of  3 percent between 1980 and 1993. If  India could sustain this pace f or
another 100 years, its income would reach the level of  high- income countries today. And, if  India can sustain
this growth dif f erential f or 377 years, my great-great-great-great-great-great-great-great-great-great-great-
grandchildren will be alive to see India’s income level “converge.”13

Given all of  this, it is dif f icult not to conclude that inequality, both within and among nations, must be endemic
to capitalism. It is not very hard to see why. Wealth in a capitalist economy is unevenly divided by def init ion:
Capitalism is an economic system in which the nonhuman means of  production (what mainstream economists
call “capital”) are owned by a small minority of  all persons. Wealth inequality in a market economy must, again
as a consequence of  the nature of  the system, generate income inequality. A capitalist system always “builds”
on the best, that is, other things equal, those with the most to start with continue to reap the lion’s share of
the annual income. So, when capitalist economies are not subject to constraints and regulations, inequality will
inevitably grow.

In other words, what underlies inequality is the class nature of  capitalism. The owning minority has a built- in
advantage compared to the nonowning minority, both in terms of  economic power inside the workplace and
polit ical power in the larger society. Whenever they can, they will press their advantage to secure a still larger
share of  society’s income. Examples are too numerous to mention.

What then sustains the growing inequality both among nations and within nations is the rising power of  the
owners and the declining power of  the workers (and in poor countries, of  the peasants, as well). If  we look at
the world objectively, the income of  a nation tends to be more equally divided the more powerf ul are the
workers and peasants. Where they are weak in poor countries, these countries are pulled more tightly into the
grip of  the rich nations and intercountry inequality rises. Inequality also rises within these nations, while the
incomes of  the poor sink to levels barely able to sustain lif e, if  that. This is true even when per capita GDP
rises at a high rate. Similarly, in the rich countries, the weaker the workers, the greater the inequality, and the
less likely it is that workers will reach out in solidarity with their brothers and sisters in the poor nations. It is no
accident that the United States has both the weakest labor movement and the most unequal income of  any rich
country.

Inequality in income and wealth (and all of  the social indicators which are linked to these inequalit ies) are a
prof ound contradiction of  the capitalist mode of  production. Workers and their employers presumably meet as
equals in the labor market, each f ree to make a bargain. Yet the results of  this bargain f avor the employers to
a striking degree.

http://monthlyreview.org/2004/02/01/poverty-and-inequality-in-the-global-economy#en13


In capitalist economies, everyone is f ree to make money, but it is remarkable how f ew do. Capitalist economies
espouse egalitarian values, but the consequences of  their normal operations are extraordinarily inegalitarian.
The same contradiction is apparent in relationships among nations. Countries enter into f ree trade
relationships, but the consequences of  this trade are enormous disparit ies in per capita GDP.

A contradiction so blatant requires resolution. On the one hand, workers and peasants have been f orming
diverse types of  organizations to reverse the system-generated inequalit ies. These have had varying degrees
of  success, managing sometimes to wring concessions f rom the owners and on rarer occasions succeeding in
making a revolution that transf orms the entire system. But on the other hand, capitalists and their multitude of
hired guns try to keep the contradiction f rom generating actions that threaten their existence. Needless to say,
f orce and violence are crit ical elements in the ruling-class arsenal, especially when revolution threatens.
However, there are many other weapons, including cooptation of  working-class and peasant leaders, making
strategic concessions (best exemplif ied by the “social pact” between employers and unions in Western Europe
and to a lesser degree the United States), and a vast ideological apparatus geared to convincing people that
there is no contradiction at all. With respect to the last of  these, we are f ed a daily diet of  procapitalist
propaganda, complete with missing or distorted inf ormation: workers are really “associates” the suggestion
that the rich benef it in this system at the expense of  the poor is denounced as the “polit ics of  hate” poor
nations are f alling f urther behind the rich ones because they have not suf f iciently embraced the f ree market;
and on and on.

The glaring and growing inequalit ies everywhere apparent in the capitalist world have yet to spawn massive
resistance. In f act, in the United States, working people of ten support government policies clearly inimical to
their interests, such as the repeal of  the estate tax and income tax cuts strongly biased toward the rich.14
However, there are indications that troubles might be brewing f or the rich and powerf ul. Under the radar
screen, a kind of  “social war” is being waged in poor neighborhoods around the world. While this war of ten
involves intraclass violence, it has also terrif ied the elite. Writ ing in Le Monde Diplomatique, Ignacio Ramonet
tells us:

Faced with this rising tide of  what the media calls insecurity, several countries—including Mexico, Colombia,
Nigeria and South Af rica—now spend more on f ighting this social war than on national def ence. Brazil spends
2% of  GDP on it armed f orces and more than 10.6% on protecting the rich against the despair of  the poor.15

More publicized have been a wide range of  social movements aimed in one way or another at addressing global
inequality: armed revolutionary struggles in Colombia and Nepal; peasant movements throughout Latin America,
most recently in Bolivia; movements of  the poor and unemployed in countries as disparate as Argentina and
South Af rica; and a f ar- f lung and wide-ranging global justice movement, encompassing campaigns against third
world debt, child labor, sweatshops, trade agreements, land thef t, and environmental destruction, among
others.

It is impossible to tell how all of  this “primitive” and more conscious protest will play out. But one gets the
f eeling that polit ical struggle in the next decades might be intimately t ied to the glaring and unconscionable
inequality which has become the hallmark of  contemporary capitalism. Under these conditions the system is
unlikely to be entirely successf ul at keeping the lid on the boiling discontent underneath.
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