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THE PRODUCTION OF POVERTY: 

PATHOLOGY AND NARCISSISM 

by Luca Flabbi1 

I am economist, working in academia and in public policy Institutions. At the same time, I have 
a long running interest for psychoanalysis and I am an associate with the SAP in Milan. What I 
have discovered after a few years is that the economy I was studying in Academia, let’s call it 
the standard economics model, and the economy Freud is talking about are not two different 
economies, or two different spheres but they are one economy, which is the economy 
generated by the thoughts and acts of thinking of all of us. Without thinking there is not 
economy. That is why I do not want to say that what I am writing in this short essay is at the 
intersection of economics and psychoanalysis, or that it is the view of an economist on 
psychoanalysis or vice versa. Instead, I will talk about a theme, a concept; taking the liberty to 
use material from both economics and psychoanalysis on top of many other materials we all 
read about every day in the news. 

Poverty is produced 

Poverty is produced: we do not start our life from a state of poverty and then we build up 
wealth. It is quite the opposite: we start from a state of wealth and then we dig our way through 
poverty. (Usually with robust help from someone else). In other words: Any baby is born rich. 
When a baby is born, she is not born constraint in anything: she immediately looks for 
beneficial resources and when a beneficial exchange with another human being is reached, she 

                                            
1 Luca Flabbi is Senior Research Economist, Inter-American Development Bank; Associate Professor, University 
of North Carolina-Chapel Hill; Research Associate, IZA-Institute for the Study of Labor; Member of the Società 
Amici del Pensiero "Sigmund Freud",  Milan, Italy. 
This paper refers the intervention delivered during the Seminar entitled Chronicles of Narcissus,Urbino (Italy), 

December 15th, 16th, 17th,  2014. 
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is the richest girl on earth. Usually, the first example of this exchange is the breastfeeding 
relation with the mother but it may well be something else (the first touch; a father finger-
feeding; another loving adult giving a warm bath). 
Not everybody would agree with this description of the birth of a baby, i.e. with this 
description of the start of any human experience, but Freud definitely would. If we agree on 
this, then poverty happens later, through active work (superfluous to add pathological work) of 
the subject and other accomplices. Someone that would definitely not agree on this is an 
economist. 
In economics, poverty is not a product but, at most, a by-product. Economics does not admit 
that someone will actively produce poverty; it will only admit it may happen because of some 
market failures or market imperfections. The only concept that economics would agree on is 
that of scarce resources. If scarce resources, then we are not born rich: we are born constraint. 
But let me give you an example of what I mean by poverty as by-product. Imagine to cut a 
dress from a piece of cloth. The cloth is, say, rectangular and you start to follow with the 
scissor the shape of the dress. As you cut, some loose pieces will end up in the floor. These 
loose pieces are the by product of producing a shapely dress from a rectangular piece of cloth. 
You would not want them to happen, you would try to have very few of them but they may still 
happen. But this is the key difference with what I was saying at the beginning. They may happen 
but you did not work toward that goal: your goal was the product not the by product. What I 
am claiming - and on this I want to make explicit the reference to Giacomo Contri who is really 
the first person from whom I have heard this concept, or, I should probably say, judgment - 
instead is the following: 

1. It is the pathology that produces poverty; 
2. The pathology has poverty as its explicit and main goal; 
3. Without pathology there would be no poverty. 

Let me articulate this with an example and a question. Through this example it will also become 
clear the link with one of the main theme of these lectures: narcissism. 

Who is rich? 

The question: who is rich? is a crucial question. I gave you at the beginning the example of the 
richest girl on earth: a newborn breastfed with pleasure by her mum. In that definition, rich or 
poor had a direct link to the satisfaction (or pleasure, if you want). But I do not want to 
introduce a difference between rich from satisfaction and pleasure and rich from money and 
material resources, which is the usual definition of being rich. It is a good thing to have at your 
disposal a large sum of money: you can buy yourself things you want, you may freely choose 
the job you want, you may have as many kids as you want, you may invest in initiatives and 
causes dear to you. 
But most of all money can buy the freedom.... of not thinking about money. Now, this is really 
invaluable (or priceless like the MasterCard advertisement: does it exist in Italy? I think it is 
correct this play on the concept of price that the ad does). Freeing up space to think about 
something else: this is (should be) the real benefit of being monetary rich: I do not have to 
think about it. This is the kind of favorable condition that also in the history of humanity has 
led to new thoughts, novel art and intellectual product, even technological progress. Money and 
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monetary wealth are correct indicators of being rich only because they allow for (or they should 
allow for) better and more favorable conditions to reach satisfaction. 
A little two years old does not think about money. If she has an half decent family, almost all 
her experiences are priceless: the happiness of seeing you after a trip, the satisfaction of 
improvising a show with her sister for the benefits of family and friends; the bottle of milk; a 
good night sleep; the discovery of a new friend. 
Now think at somebody you know who is rich, monetary rich. Are they rich? Are they free 
from the urgency and compulsion of constantly thinking about money? Do they use their 
monetary possession to put themselves in favorable conditions to reach the satisfaction? 
Is the richest family in the world rich? Do you know who is the richest family in the world? It is 
the Walton family. Let me give you some numbers: 

1. The Walton Family is worth 150 billions dollars (150 thousand millions dollars). This is 
equivalent to the overall wealth of 2 millions and half of average American households. 
Among the top ten richest persons in the world there are 4 Waltons and each of them is 
worth four or five Berlusconis; 

2. The Walton Family the largest employer in the US, employing more than a million 
workers.2 

And what do they do all day? They fight to save a cent and they produce poverty, literally. They 
are the owners of the largest low-cost supermarket chain in the world (Wal-Mart) and their 
workers are working poor: i.e. despite working full-time at Wal-Mart most of them are too poor 
to live with what they earn. They have to use food stamps provided by the federal government: 
subsidies given by the US government to avoid children malnutrition and adult hunger. They 
are coupons to buy basic food! And of course, most of them does not have health insurance, 
therefore they get treatment only for emergency (example: they can be treated for a cavity only 
when it is so bad you have to go to the emergency room). And it does not stop here: the 
Walton Family produces additional poor because they compete with other groceries and 
supermarkets. These competitors are left just with two alternatives: close shop and become 
working poor themselves or treat the workers in the same way that Wal-Mart does, generating 
other working poor. Again all these working poor would not survive if it was not for the help 
of the government so, in a sense, all the American taxpayers subsidize Wal-Mart. 
This leads to the first logical contradiction of the life and thought promoted by the Walton family. As we just 
mention, without the help of the safety nets provided by the federal government, half of Wal-
Mart’s workers would literally die within a few years (not enough food, no health insurance).3 
But of course the Walton family favors the free market with respect to government 
intervention and its necessary correlate: taxes. And here is were I remain an economist. Let’s 
take them at their words, let’s imagine an economy as the one proposed by the Waltons: where 
would that lead us? Well, half of your workers die every few years, it means you do not only 
loose workers but you also loose clients (Wal-Mart workers can only shop at Wal-Mart: other 
shops are too expensive). Eventually you would loose your business too. Final product: every 
body dead or poor, Wal-Mart’s family included! Only a catatonic could lead at such a perfect 

                                            
2 A. Dube e K. Jacobs, "The Hidden Cost of Wal-Mart Jobs", UC Berkeley Labor Center Briefing Paper, 2004. 

3 See the detailed analysis presented by Dude and Jacobs (2004). 
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state of poverty. And Contri has recently and convincingly shown that a catatonic is the 
ultimate narcissist. 
The second logical contradiction is equally striking. They are the richest family in the world but they 
are poor: 

 They could free their life and thought of the constant preoccupation about money but 
they do exactly the opposite; 

 They could live everywhere but they are stuck in a nondescript American city in the 
middle of nowhere (Bentonville, Arkansas); 

 They have a lot of money but this is not a benefit for them, it is a burden, they do not 
know what to do with all these money except piling them up. 

I think this is nicely supported by a sentence reported in a profile recently completed on Alice 
Walton,4 the only woman of the four Walton siblings and the current richest woman in the 
world. She is described as some who lives relatively modestly, cooking herself (which would be 
fine) but then she declares: 
“One of the great responsibilities that I have is to manage my assets wisely, so that they create 
value,” 
“I know the price of lettuce. You need to understand price and value. You buy the best lettuce you 
can at the best price you can.” 
Where of course best means lowest. But why? Who cares? Should she always look for the lowest 
possible price for lettuce? Actually the lowest price may be very bad, it may not “create value” 
at all: it may mean lowers wages, higher environment impact and so on. Why always have the 
price as objective? 
As usual, the embarrassment of having too much money and the burden (turning frequently in 
an actual political problem) of having too much money lead to charity initiatives. Is there 
anything more narcissistic than these charity initiatives with your name on it? This is not 
something very common in Italy so let me explain. Do you know Stanford University? 
Vanderbilt University? The Bloomberg Public Policy School? The Guggenheim Museum? 
These are all universities, museums or other charity or cultural initiatives that take the name 
from the family who gave the money. Right now in US university you can actually sell “naming 
rights”: you give 5 millions dollars? You have your name in a classroom. You give 20 millions? 
One side of the building will have your name on it. You give 200 millions? Ok, the name of the 
entire school, or piece of university is yours. There are literally price tags. And of course all 
these money are “donations” and qualify for tax relief. 
But another nice example is in the Walton family. Let me go back to Alice Walton. She has 
founded, built and supported a world-class museum, the Crystal Bridges Museum of American Art 
in Bentonville, in the middle of nowhere. It is quickly becoming one of the most important 
museum of American art, where that means good but minor painters from the US. She has 
created a strong inflation spiral on the price of this art. And if you have read the beginning of 
the article I gave you, you can see how crazy this is: she is participating at an auction, she is 
buying everything at a price 2 or 3 times higher than the one expected by the auctioneer; and 
she is doing this by phone through one of his agents, while riding her horse to win an 

                                            
4 Rebecca Mead "Alice’s Wonderland. A Walmart heiress builds a museum in the Ozarks.", The New Yorker, June 

27, 2011 Issue. 
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important regional competition. She manages to end up spending 20 million dollars in art in a 
day.   
And this is something I have been thinking for some time: there is something upsetting - in the 
sense of not being convenient, of not favoring anyone’s work and satisfaction - in having so 
much money that you could never been able to spend it even if you wanted to. Not only you 
but not even the children of your children’s children will ever been able to spend it. It creates a 
very dangerous disconnect between money and work. And this remain true even if you decide to 
donate all your money to charity. Take the two richest men in the world: Bill Gates and Warren 
Buffett. They have decided to donate all their money (with the exception of a few billions): they 
have pledged they will not go to their children but to foundations and charity initiatives. The Bill 
and Melinda Gates Foundation (of course, their names again) is now one of the foundations with 
the largest endowment in the world and they are having a major impact on public policy. I have 
seen it, for example, in the impact of policies related to developing countries: they have strongly 
changed the policy debate and policy initiatives in this field. But this, on top of being not 
exactly democratic, is another sign of arrogance and narcissism: people have studied these 
issues for decades. I am a billionaire who has never cared about these issue and I suddenly 
decide what is worth doing in Africa, who has the best ideas and it is worth supporting and so 
on. Based on what? Why a billionaire should know what is good for Africa just because he has 
have invented a mediocre software and operating system 30 years ago? 
But let me go back again to the Walton family. How can we explain these logical contradictions 
if not with the pathology? Actually, these logical contradictions are the pathology. Economy is 
coherent thinking; logical contradiction is pathology. So, how can we explain it? I do not know 
them personally but allow me a little speculation, they seem a quite classic and plausible case. 
But again, this is totally speculation which is not necessary to support my argument. 
It is not difficult to imagine their father, Sam Walton, the original founder of a small grocery 
shop in Bentonville. He is not rich, he is not particularly skilled on choosing product. Worrying 
about shaving the last cent really becomes his one and only comparative advantage. He may 
have a certain disdain toward his workers (“I work so much and these lazy workers do not. 
After all I am giving to them! and blah, blah”). His children have not been able to go beyond 
this theory, they have actually and religiously adhered to this theory and they have create a 
veritable Empire of Poverty. And let me say, it is not little feat: it requires a lot of work. 
Pushing against union, negotiating with suppliers, lobbying politicians. It is active, tiring, boring 
work with the explicit objective of producing poverty: amazing to the point of being absurd! 
And what is even more absurd is that it would be so easy for them to abandon this theory and 
become genuinely rich: they would have all the means to do it. But I have to say, I do not really 
know any billionaires who has ever done it. Actually, I know only one: Ludwig Wittgenstein, 
but he really just gave the money away. Think about it: four siblings, each one with more than 
40 billions and none of them makes a move to abandon the theory, none of them propose to 
give health insurance to their workers’ children or decide to build a supermarket chain with a 
better work environment. And, of course, there is no difference if you have 40 billions, 20 
billions or 4 billions. The attachment to this theory is so radical that I would say it really 
reminds of: 

 the radicalism of the psychosis; 

 the relentless negation of acts, movements, initiatives of the catatonic; 

 the radical and militant closure to the other of the narcissist. 



 

societÀ amici del pensiero   

SIGMUND FREUD 
 

 

Studium Cartello - Il Lavoro Psicoanalitico 
Via Francesco Viganò n.4, 20124 Milano, Italia. Tel +39.02.29009980 - CF e Partita IVA 11289890151 

www.societaamicidelpensiero.com www.studiumcartello.it  www.sicedizioni.it  mail@studiumcartello.it 

 

Again, remember the words of Alice Walton: I have to “manage my assets wisely, so that they 
create value,”. You have 45 billions dollars and the first thing you say to the interviewer is that 
you have to manage your assets wisely?! And what if you do not? And creating value for who? 
Definitely not for the people working for you..... 

The one who is creating poverty is poor 

By the same logic we can also state, almost as a corollary, that not only poverty is a product but 
also that the one who is creating poverty is poor. I cannot be rich if I produce poverty. This is obvious 
and stark when we look at the usual psychotic we meet in the street when we get off a train at a 
station begging for money. But it is equally true for anyone producing poverty, including the 
richest family in the world. 
This conclusion is equally a result of the sentence “poverty is a product” and of the sentence, that I 
have first heard from Giacomo Contri: 
“you cannot do good, you can only work so that your own good is produced through the work of another”. 
This is production of wealth as opposed to production of poverty. Still another way to put it is 
a sentence by Jacques Lacan: 
“there cannot be satisfaction of someone without satisfaction of everyone” 
I want to be clear here that I am not talking about altruism here. I am not talking about being 
generous with others. I am talking about my own, individual, personal satisfaction which I can 
only attain through the work of another. If that is true, how can I - I ask - hope to stimulate, 
facilitate, excite the work of someone else if I am working to keep her in poverty? Now, 
treating someone as a Prince or a King or a Queen: that is a start. And by the way, this is 
exactly the way you are treated by a two years old. If I think about the welcome I am going to 
receive at the end of this trip from my two years old daughter, I really feel like a king. There is 
no red carpet that can compare with it! 
On this, let me conclude with some words from Freud. In “Society and its Discontents” he 
says 
“the pleasure principle establishes the aim and scope of human existence” 
Given this, it becomes straightforward that if I produce poverty for me, I am also producing 
poverty for the other and for the entire Universe. Or vice versa: If I produce poverty for the 
other and the entire humanity, I also produce poverty for me. Profit can only be shared; a 
successful relationship, a genuine rapport can only be shared profit (benefit, good, satisfaction). 
 

 


