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ABSTRACT: The financial crisis that erupted in 2007 and the subsequent crisis of the euro have received enormous attention both in the media and in specialized journals. One of the features of the recent literature is that the relation between Marx’s law of the tendential fall in the rate of profit and the earthquake that has stricken the euro zone has been, with a few exceptions, overlooked. The basic reason for this failure is that it has become almost a matter of common sense to regard Marx’s law as internally inconsistent and empirically disproved. What follows submits empirical material supporting the validity of the law. It then proceeds to sketch the basic lines of Marx’s analysis of crises. Finally, it relates this analysis to the present financial turmoil and to the euro crisis.
KEY WORDS: falling profitability; financial crises; euro crisis; competitive devaluation
I. In Marx’s theory, technological innovations increase efficiency, i.e. the effect on output of science and technology as incorporated in the means of production.
 Efficiency is measured by the number of labourers working with a certain quantity of means of production (or assets).
 This is the Labour/Assets (L/A) curve, the dotted line in chart 1. It shows that the labourers working with means of production worth 1 million dollars (deflated figures) dropped from 75 in 1947 to 6 in 2010. 

Chart 1. Capital efficiency (L/A), labour’s productivity, and rate of exploitation
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Source: BEA, Table 3.3ES; NIPA Tables 2.2A and 2.2B; US Department of Labor, Bureau of Labor Statistics, series ID CES0600000001, NIPA tables 6.17A, 6.17B, 6.17C, 6.17D
Efficiency is the basic determinant of productivity, i.e. output per labourer. This is the broken line in chart 1. It shows that output per labourer climbs from $30 million in 1947 to $235 million in 2010. Productivity rises relatively moderately from the end of WWII to the middle of the 1980s. But it jumps from then to present. This great increase, however, is deceitful. In fact, output per labourer depends upon not only efficiency but also the rate of exploitation. Chart 1 shows the movement in the rate of exploitation. This is the continuous line. It falls up to 1986 and rises since then. Thus, between 1947 and 1986, falling rates of exploitation dampen the effect of rising efficiency on productivity. From 1986 onwards, rising exploitation rates overstate that effect. 
The replacement of labour by means of production causes average profitability to fall. The reason is as follows. If only labour produces value (a point substantiated below), the more efficient capitalists replace labour with more efficient means of production and thus generate less (surplus) value. The ARP falls. But their own rate of profit rises. In fact, due to their higher productivity, they produce a greater output (use values) per unit of capital invested than the laggard capitalists do. By selling a higher output at the same price as that of the lower output of the low-productivity capitalists, they appropriate a share of the latter’s surplus value. Their rate of profit rises while that of the laggards falls. As more and more capitalists introduce the new technologies, increasingly less labour is employed and less surplus value relative to the capital invested is generated. Many go bankrupt while a few prosper. This movement is summarized by the fall of ARP. Generalized bankruptcies and unemployment, i.e. the crisis, follow.

The reverse of L/A is the A/L ratio. If L is expressed in wages rather than in labour units, we obtain the organic composition of capital, the ratio of constant capital (invested in means of production) to variable capital (invested in labour power). In chart 2, C and V are constant capital and variable capital respectively and C/V is the organic composition. This is the way Marx relates the rising efficiency (the substitution of labour power by means of production) to profitability. 

Chart 2. Average rate of profit (ARP) and organic composition of capital (C/V)

[image: image2.png]3.00 25.00%
250 h / 20.00%
v
2.00 1
| 15.00%
150
10.009
- AT
5.00%
0.50 -
0.00 0.00%

1940 1950 1960 1970 1980 1990 2000 2010 2020

===C/VLHS =——ARPRHS





Source: BEA, Table 3.3ES; NIPA Tables 2.2A and 2.2B; US Department of Labor, Bureau of Labor Statistics, series ID CES0600000001, NIPA tables 6.17A, 6.17B, 6.17C, 6.17D
Three conclusions follow from these two charts. First, since the end of WWII, the trends of the ARP on the one hand and those of the organic composition, efficiency, and productivity on the other move in opposite directions. This confirms Marx’s theory that the ARP falls because the organic composition rises. 
Notice that a widespread opinion holds that the equalization of the rates of profits into an ARP requires capital mobility across sectors. Since monopolies can prevent the entry of competitors and thus limit technological competition, there would be no tendency towards an ARP. Technological competition could not cause the ARP to fall. The law would not hold in the modern era of monopoly capitalism. However, giant firms are usually oligopolies rather than monopolies. They do compete against each other. Moreover, there would still be technological innovations and thus a tendentially falling ARP even if in each sector there was only one producer. Monopolies do innovate and thus produce greater outputs at lower unit cost. If they sell this greater output at the same unit price as before the innovation and if they buy the products of other monopolies that have not innovated and whose unit costs have not fallen, they appropriate a share of the latter’s surplus value and increase profits at the cost of the laggards. The latter are forced to innovate and a tendency towards an ARP arises. At the same time, by expelling labour force, the innovators generate less surplus value. The ARP falls.
Second, chart 2 shows that the actual movements of the ARP and of the organic composition proceed in a zig-zag manner due to the countertendencies. But the trends are clear. This shows that the countertendencies can delay but not avoid the fall in the ARP and thus the crisis.
Third, if assets rise relative to labour while the ARP falls, the former cannot produce surplus value. But then, they do not produce value either. Given that there are only two factors of production, means of production and labour, it is labour and only labour that produces value and surplus value. The law of value is empirically substantiated.
Fourth, a different criticism holds that the law is indeterminate because of the lack of criteria to separate the tendencies from the countertendencies or because it cannot be assumed that the tendency overpowers systematically the countertendencies.
  However, chart 2 supports empirically the thesis that the ARP tends to fall. Then, the rest follows logically. Within the secular fall, the upwards phase (1986-2010) is the countertendency; within this upwards phase the downwards shorter cycles are the countertendency; and within these shorter downwards cycles the still shorter periods of rising profitability are the countertendency.  Conversely for the tendencies.

II. The post-WWII secular period can be disaggregated into two medium-terms periods, or phases.
 Given the cardinal function of value in Marx’s theory, the discriminating factor should not be GDP (as in many Marxist authors as well) but employment and thus value. In the upwards phase, employment grows from 17.56 million in 1947 to 24.97 million in 1979. In the downwards phase, it falls to 17.79 million in 2010, approximately the 1947 level. The effects on both the total and the new value are as follows

Table 1. The two phases within the secular fall in the ARP

	
	Employment % growth
	Total value  % growth
	New value % growth

	1947-1979
	+42.17%
	855%
	679%

	1980-2010
	-26.4%
	240%
	136%


Source :NIPA tables 6.17A, 6.17B, 6.17C, 6.17D
The period between the end of WWII and the 1970s has been called the Golden Age of capitalism. Usually, the focus is on GDP in the economy as a whole. Here, the focus is on expanded reproduction of labour power in the productive sectors (rather than GDP in the economy as a whole) and thus of the (new) value created. Table 1 above shows the vigorous growth of both factors in the first phase. The difficulty here is to explain how the ARP could fall in a period of expanded reproduction. WWII provides the answer.

The war caused a massive conversion of the civilian into the military industry, i.e. a destruction of capital, of the capitalist production relation, in the civilian sphere. At the same time, labour’s purchasing power was frozen due to the shrinking of the production of means of consumption. After the war, the military industry was reconverted into the civilian one, i.e.  previously destroyed capital (i.e. production relations) was reconstituted. This created the opportunity for the liberation of labour’s pent-up demand. These two factors spurred the production first of means of consumption and then of means of production. Greater employment, wages, and profits followed and with them a further surge in purchasing power. 
 
This is the reason why, in the first phase, the economy grew in spite of the fall in the ARP. In this phase, the fall of the ARP prepared the condition for the emergence of crises in the second phase. The most efficient capitals could still accumulate and could absorb the technological unemployment they caused. Crises were only potentially present due to the fall of the ARP but could not emerge because of expanded reproduction. Difficulties of realization played no relevant role. But the constantly falling profitability undermined economic growth from within because it reduced employment and thus the new value produced. As more firms closed down and unemployment grew, the second phase set in. Difficulties of realization began to emerge and became a recurrent feature of this phase because the decreasing labour force could not absorb the greater output any longer. The wage share started to fall in 1973 and the expanded reproduction of the labour force ended in 1979. When crises finally emerged, they had been preceded by a quarter of a century of falling profitability. After each crisis, there is a recovery. But after each recovery, there is a crisis because the secular fall of the ARP has not been halted and reversed.
Difficulties of realization multiplied starting in the mid-1980s, when wages came under a savage attack by capital as a measure against decreasing profitability. The result was a boost of profits. However, the productive sectors could not accumulate these higher profits because the vigorous expanded reproduction had ended and because of the greater difficulties of realization due to wage cuts. At this point, capital started to migrate to the financial and speculative spheres that offered higher profit rates 

Chart 3. Financial profits as a percentage of total profits, US corporations
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Source: BEA, Table 3.3ES; NIPA Tables 2.2A and 2.2B; US Department of Labor, Bureau of Labor Statistics, series ID CES0600000001, NIPA tables 6.17A, 6.17B, 6.17C, 6.17D
A few points are needed to elucidate this chart. The capital invested in these sectors is used for the creation of credit and thus is not used for the creation of (surplus) value. Credit is the alter ego of debt and a debt can be neither value nor the representation of value (money). Marx was scornful of the idea that credit (and thus debt) can be value, wealth. Consequently, Marx called fictitious that capital that creates debt rather than value. As such, it does not produce value and surplus value. Yet, it must be rewarded with profits, otherwise capitalists would not move from the productive to the unproductive (fictitious) sectors. These profits are then fictitious, not because they are the result of, say, accounting tricks but because they are profits originating from debt creation.
 Yet, when they are cashed in for money, they become money profits and participate in the redistribution of the value created in the productive sectors.
 The reason why, as in chart 3, fictitious profits can be higher than those in the productive sphere is that the speed of the multiplication of debts/credits is incomparably higher than the production of value. But this ends when the bubble bursts. 
It is commonly held that financial crises cause the crises in the ‘real’ economy simply because in the very short run the former seem to precede the latter. However, if the long view is taken, charts 1 and 2 show that the tendency emerges soon after WWII while the first financial crisis emerges only 20-25 years later. From that point on, financial crises have followed each other in rapid succession. Each time, they have exploded and have ended but only to re-emerge in new and more violent forms.  The one that is presently held back by massive interventions by governments and international institutions will be even more violent than the previous ones. Financial crises reveal the tendency, the continuous deterioration of the profitability in the productive sectors. They are the catalyst rather than the cause of the crises in that sector. 
According to another thesis, financial crises are caused by ‘too much’ debt, i.e. by debt levels above those needed by productive capital for its functioning. However, the succession of financial cries shows that ‘excessive’ debt has been a constant for 40 years. Then, there must be a structural reason behind these recurrences. This cannot but be the secular tendency, the secular fall in the surplus value created relative to the capital invested.  
The growth of finance capital causes the price of the titles of debt to increase. The same holds for stocks. Higher prices mean higher profits that attract more capital from the productive sectors. Banks expand their borrowing as assets’ prices rise. The process becomes self-expansive. More and more surplus value is realized in the unproductive sectors and less and less in the productive ones. This drain on the productive sectors’ surplus value reduces further the already shrinking surplus value due to the falling ARP. The stream of surplus value to the unproductive sectors dries up. The weakest financial firms default on their debts. Given the interconnection of debts, other financial firms go bankrupt as well. The speculative bubble bursts. This catalyzes the explosion of the crisis in the productive sectors. On the one hand, some productive capitals that have also invested in finance lose money. These losses worsen further the effects of falling profitability. On the other, financial corporations become reluctant to lend money both to the ‘real’ sectors, because of the real sectors’ precarious financial situation, and to each other owing to their own difficulties. Bankruptcies emerge also in the productive sectors. Growing unemployment dents sales and profitability. Capitals scale down investments. A reverse chain reaction begins. This is capital destruction, the severing of the capitalist production relation and the destruction of those commodities that are the frozen form of that relation. It becomes manifest as bankruptcies or down-scaling of production, unemployment, and destruction of commodities due to obsolescence. 
Capital destruction is also the condition for a new, ascending cycle after sufficient capital as been destroyed. The bubble bursts and capitals return to the productive sectors. They employ previously unemployed workers. The production of absolute value and surplus value is incremented. At the same time, the production of surplus value relative to the capital invested (the ARP) rises too due to (a) the low wages and high exploitation rates inherited from the crisis and (b) the fall in the organic composition of capital due both to the purchase at discounted prices of the output, the semi-finished products, and the means of production of the bankrupt capitalists and to the introduction of new, more efficient, and cheaper means of production whose purchase had been held back by the crisis. But the extra surplus value must not only be generated, it must also be realized. The destruction of capital creates the possibility for the surviving capitalists to fill the economic space left empty by the bankrupt capitalists, i.e. for the realization of the surplus value. 
These are the general characteristics of the business cycles. Each has its own features. The speculative bubble that burst in 2007 featured two peculiarities: derivatives and arbitrage. These features as well as their origin in the subprime sector have been amply documented in the literature and will not be examined here (see, among others, Carchedi, 2011a and 2011b). Suffice to mention that (a) the extension of sub-prime mortgages is a direct consequence of falling profitability in the financial sector, itself a consequence of falling profitability in the productive sector (as underscored by chart 2 above) and (b) the enormous mountain of debts built on these worthless loans as a result of speculation. The disruptive potential of derivatives is revealed both by their gigantic size and by the difference between their price and their market value

Table 2. Total price of derivatives (OTC) in trillion dollars

	
	2010
	2011

	Nominal price
	583
	707

	Market price 
	25
	19


Source : Bank for International Settlements, 2011, p. 12.

An important role is played by the rating agencies. They are private research institutes for profit that derive their enormous influence from the US government that has decreed that US financial institutions, to borrow money, must receive a favourable rating from at least two of three agencies: Standard & Poor's, Moody's , and Fitch. Given this prestige, also financial institutions outside the US and states are subjected to their rating. This trust is unjustified. These agencies not only make greatly mistaken estimates, also they are paid by the borrowers (a clear conflict of interest). Through their ratings, they are instrumental in determining huge shifts of speculative capital and thus in the creation and explosion of speculative bubbles and more recently of the fate of states. The European Commission has recognized the role of these agencies in aggravating the financial crisis and intends to reduce their influence and create its own rating agency. However, the proposals are insufficient and are based on the (tacit) presupposition that these agencies act in the interest of the USA.
 In reality, these agencies are tuned in to the interests of speculative capital and are relatively indifferent to the national interest. On August 1, 2011, Standard and Poor’s downgraded the long-term US debt from triple-A to AA+. The attack against the euro of which they are an integral part is first of all a speculative bet rather than an attack against the European Union. 
In 2007-2008, the explosion of the speculative bubble has been avoided by massive injections of ‘liquidity’ (basically, the extension of credit) in the banking sector. However, banks have used that liquidity for speculation rather than lending it to the productive sector. Starting from 2008, the ECB has lent the European banks money at a 1% interest rate. With that money, the banks have bought bonds issued by states with less than solid finances whose interest rate fluctuated between 2% and 5%. These banks have gained enormously from the interest rates differentials. Yet their exposure to bad debts is such that more is needed. The states must contract further debts in order to save the banks. Consequently, the states’ deficits and debts have increased hugely. The states risk default and must issue bonds at higher interest rates, thus falling into even greater debt. The pressure on banks has been relieved but a menacing crisis of sovereign debt has emerged. The states have landed into a vicious circle. From 2007 to 2011, the total deficit of the OECD countries has increased seven fold while their debt has skyrocketed to a record US$ 43 trillion, almost the world GDP. In the euro zone, deficits have grown 12 times and debts have reached the level of US$ 7.7 trillion. The euro crisis emerges within this context.  It is the specific form taken in Europe by the global financial crisis. It is the risk of default of the sovereign debt of the weaker states and the possible consequences for the structure of the euro zone and for the survival of the euro. But why and how does the global financial crisis become manifest as the euro crisis? The answer calls for a brief excursus into the nature of the euro and why it was created.

III. From the very beginning, the European project aimed at creating an economic block capable of counterbalancing the economic power of the US (Carchedi, 2001). One of the conditions was the creation of a single and strong currency that could become the rival of the US dollar. This was not merely a political question. It was a financial and economic one. Financially, a strong currency could have attracted international capital and could have created a European financial centre able to challenge Wall Street. Economically, what was at stake was international seignorage. Since 1971  a substantial amount of dollars has been used (a) by other countries as international reserves (b) as money circulating within the dollarized countries and (c) as a means of payment on the international markets, but not to import goods and services from the US. For more than 40 years, the US trade balance has constantly been negative. Value (imported foreign commodities) is exchanged for a representation of value (dollars). But this latter is not transformed into value produced in the US (US commodities). In this way, the US appropriates value produced by other nations, recently for an amount close to 6% of its GDP. 

Chart 4. US trade balance as a percentage of GDP
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This is seignorage, the appropriation of international value by the nation whose currency is the international means of exchange and of international reserves; the currency of the economically dominant nation, the US. But inasmuch as the US lose their dominant position, the dollar’s seignorage is threatened. 
The Euro has been the reaction of the EU to the dollar’s seignorage. To see this, we must deal with the precursor of the Euro, the European Currency Unit (ECU). The ECU was introduced in 1978. It was not real money, like the dollar or the German Mark (DM). It was virtual money. Officially, it was introduced for the settlement of accounts between the European central banks. But the dollar was already performing this function quite well. 
Then, the real reason for the introduction of the ECU must have been another one. 
To understand its real function, we should consider its composition. The Ecu was made up of 9 national currencies. To simplify the argument, let us suppose that the Ecu consisted of only two currencies, the German Mark and the Italian Lira. 

Table 3.
	(1)
	(2)
	(3)
	(4)

	Composition of Ecu 1 in national currencies 
	Exchange rate
	Value of Ecu 1 in dollars
	Weight of each National currency in Ecu 1

	DM 1
	DM 2 = $ 1
	DM 1 = $ 0,50
	0,50/0,60 = 83%

	Lit. 100
	Lit. 1000 = $1
	Lit. 100  = $ 0,10
	0,10/0,60 = 17%

	
	
	Ecu 1 = 0,50+0,10 = $ 0,60
	


In Table 3, let us suppose that Ecu 1 was made up of DM 1 and 100 Lit., as in column 1. Given the exchange rates as in column 2, we get the value of Ecu 1 in dollars (column 3) and then the weight of each currency in Ecu 1. In this example, the value of Ecu 1 is $0.60. The weight of the DM is 83% and that of the Lira 17% of 60 US dollar cents, i.e. of ECU 1. In reality, when the Ecu was introduced, given that there were also other currencies in the basket, the value of Ecu 1 was $ 1.37. The different weights of the different currencies were important because changes in their exchange rates with the dollar affected the exchange rate between the ECU and the dollar. To see this, let us suppose that the DM revalues to DM2 = $1.1 and that the Lira devalues to Lit. 1000 = $0.9.  The composition of Ecu 1 does not change but the exchange rate is now different.

Table 4. 

	(1)
	(2)
	(3)
	(4)

	Composition of Ecu 1 in national currencies 
	Exchange rate
	Value of Ecu 1 in dollars
	Weight of each National currency in Ecu 1

	DM 1
	DM 2 = $ 1,1
	DM 1 = 1,1/2 = $ 0,55
	0,55/0,64 = 86%

	Lit.  100
	Lit. 1000 = $0,90
	Lit. 100 = $ 0,09
	0,09/0,64 = 14%

	
	
	Ecu 1 = 0,55+0,09 = $ 0,64
	


After the revaluation of the DM and the devaluation of the Lira, the value of Ecu 1 changes from $0.60 to $ 0.64, i.e. the Ecu is revalued, while the weight of the DM increases from 83% to 86% and that of the Lira falls from 17% to 14%. Since the DM only revalued due to the German economy’s  greater productivity and the Lira only devalued due to Italy’s need to resort to competitive devaluation, and given that the weight of the DM was much greater than that of the Lira, the Ecu revalued only. Even as a virtual money, the Ecu was conceived as a strong currency, as  the money functional for the interests of those nations (West Germany) that, due to their greater productivity, do no need to resort to competitive devaluation.  When the Ecu was transformed into the Euro on the basis of ECU 1 = Euro 1, the Euro was borne as a strong currency and thus as a potential rival of the dollar as the currency of international exchange and reserves. The introduction of the Euro was not a political decision. It reflected the economic interests of the strong nations, first of all of West Germany, whose strategic aim was the creation of an imperialist pole alternative to the US.
After its birth, the Euro had to keep its strong position. The condition was not only Germany’s economic strength. The other Euro zone nations too had to be or become internationally competitive. But a grave mistake was made: the Euro was extended to countries that were far from enjoying the level of productivity and thus of international competitiveness needed to contribute to make of the Euro a strong currency. The reason is that Germany wanted to extend its sphere of influence well beyond the original member states. A wide euro zone would have increased the international transactions settled in Euros, thus creating demand for it and favouring its revaluation, and it would have counterbalanced the dollarization of some Latin American countries. But while dollarization does not imply any US financial responsibility for the dollarized countries, the EU has become financially responsible within the Euro zone. The expectation was that the low competitiveness countries, having to renounce competitive devaluation, would have been forced to increase their productivity and competitiveness. This did not happen. It has been foolish to expect that these countries would embark on a modernization project simply because competitive devaluation was barred. It has been much easier for their second-rate capitalists to resort to social butchering.
The present crisis has marked a pause in the struggle between the dollar and the euro. A weak dollar on the one hand weakens its role as the international currency but on the other, it favours US exports. In the present crisis, the US chooses a weak currency to spur exports rather than a strong currency whose effect would be to defend the US dollar’s role as an international currency. Moreover, the weakening or disappearance of the euro through a ‘disorderly’ default of one or more countries of the euro zone could have devastating reverberations on the other side of the Atlantic. This does not mean that there is no rivalry between the two currencies but that in this conjuncture the struggle for seignorage is less impelling than other, more immediate dangers.

IV. The explosion of the next financial crisis is inevitable. This is evident from chart 2 above, the persistent fall in the generation of surplus value relative to the capital invested. Due to this fall, capital tends to move to the financial sector where inevitably speculative bubbles arise. As for the present crisis, the three unknown elements are (a) whether a mixture of policies will manage to postpone (but not to solve) it (b) what will be the trigger and (c) what will be the outcome. The latter will depend on the economic policies pursued. At present, much depend on the fractions of Germany’s ruling elite. One fraction, together with similar fractions in the other financially strong countries, wants to defend the euro, but on condition that it remains a strong currency, even if this means to transform it. It pushes for the default of the weaker countries (Greece, but not only) and for their leaving the euro zone. But this is not necessary.
 These countries could ‘eurorize’ their economies, i.e. leave the euro zone while retaining the euro, similarly to the dollarization of some South American countries (Panama in 1904, Ecuador in 2000, El Salvador in 2001) that are not part of the US economic system. This step might be politically unfeasible but would be the best solution for this section of the Northern bourgeoisie. The economic area within which the euro is used would not shrink while the strong countries would not be responsible for the finances of the weaker ones. But, so the reasoning goes, even if some of the weaker countries were to abandon the euro, the euro zone would not be significantly reduced and would encompass only the ‘virtuous’ nations. The euro would become a strong ‘northern’ euro capable of challenging the dollar also because the dollar is being weakened, as shown by its recent first downgrading.
 
However, the default by the weak countries could unleash a chain reaction of bank failures that, given the interconnection of debts, could branch out into the stronger countries, including the US. This could provoke that generalized financial crisis that it has been possible to postpone until now through huge extensions of credit. The strong countries would have to intervene, this time to salvage their own financial system. Moreover, if one or more of the major countries were to exit the euro, the northern euro could become the expression of an economic reality too limited to challenge the dollar. What is then the strategic plan of this section of the German bourgeoisie? An hypothesis that is being ventilated is that the de-linking from the weak euro and the introduction of the northern euro is a first step towards a new strategic interest, the expansion of Germany towards Russia and China, two countries with immense reserves of raw materials and less technologically developed than Germany. These are the ideal conditions for German expansionism and for the appropriation of these countries’ surplus value by Germany. But these countries are on a path of modernization that eventually could challenge even the highly efficient German industries.
These are the dangers inherent in either retaining the euro as it is or in making a transition to a Nordic euro. It is probably because of these unknowns that the other fraction of the German bourgeoisie prefers to keep the present euro even as a weak currency. They hope that, given sufficient financial aid and anti-crisis (i.e. anti-labour) measures, the euro zone will not fall apart and the euro will regain and reinforce its position vis-à-vis the dollar. Thus, the weak countries’ default should be avoided. Here the role of the ECB becomes crucial.
At present, the ECB intervenes only on the secondary market. It issues credit to purchase (or to accept as collateral) state bonds from private investors, such as banks and investment funds. In theory, the granting of credit to banks could be inflationary if the banks in their turn credited firms in the productive sectors. However, given the profitability crisis in those sectors, banks either beef up their reserves, purchase state bonds, or invest in the fictitious and speculative sphere, namely in derivatives.
 Given that profitability in the productive sectors keeps falling and thus keeps generating the conditions for the financial crises, the ECB’s intervention can be no solution to the crisis. Then, the ECB has no choice but to inject further credit in the financial system thinking that it can save it and hoping that that capital will eventually percolate into the productive sectors.
 Recent experience does not support this thesis. In 2009 the ECB credited European banks 442 billion. Half of it was used to purchase Greek and Spanish sovereign debt. On December 21, 2011, it credited a further Euro 489 billion for three years to 500 banks (about one billion per bank). This is equal to 5% of the Euro zone GDP. It is the European version of the FED’s quantitative easing.
But this has done little to ‘calm the markets’, i.e. to deter speculators from betting against the euro.
In case of sovereign default, the ECB, having acquired that sovereign debt, would suffer losses. The institution of the European Financial Stability Fund (EFSF) is meant to assuage Germany’s preoccupation with having to cover the greatest share of the ECB’s losses. Its mandate is not to grant credit but to provide temporary financial assistance to euro area member states in financial difficulties while guaranteeing the purchasers of the sovereign debt at risk. In order to raise the funds needed to provide loans to countries in financial difficulties, the EFSF issues bonds or other debt instruments. These bonds are bought predominantly by institutional investors such as banks, pension funds, central banks, sovereign wealth funds, asset managers, insurance companies and private banks. The Fund loans the money thus raised to the states in need. The states repay the Fund. It in its turn reimburses the institutional investors. The EFSF issues are backed by guarantees given by the 17 euro area member states. If a country were to default on its payments, guarantees would be called in from the guarantors, i.e. the guarantors would have to pay the investors for a maximum of Euro 440 billion. It would seem that the Fund could not be insolvent. But then the spread between its bonds and the German Bunds could not be explained (between July and October 2011 the spread has gone from 0.66% to 1.22%). 
The reason is that if some states default, the capital available to the Fund is 440 billion less the share of the insolvent states, so that the investors would be guaranteed so much less. The price of the Fund’s bonds would fall. The Fund would become part of the problem rather than of the solution. It is not by chance that the spread of Italy and Spain has risen in October 2011 when Moody’s has lowered their ratings. This is why recently the Fund’s rating has been downgraded from AAA to AA+. In view of this possibility, it has been proposed to ‘strengthen’ the Fund, i.e. the Fund’s capital should guarantee only 20% of the investors’ credit. The guarantee, then, could be extended to about one trillion dollars. It is hard to see why investors would be willing to invest if only 20% is guaranteed. The term ‘strengthening’ is quite misleading.
Given this drawback and given that the Fund guarantees sovereign debt but cannot purchase it, it has been decided that the EFSF will be replaced by the European Stability Mechanism in 2012. Differently from the EFSF, that guarantees investors against state defaults, the ESM will issue its own obligations and therefore will dispose of its own capital. This capital, and not the capital of the states members of the euro zone, will guarantee the institutional investors. This solution is more acceptable to Germany. However, given that the ESM will loan capital to member states at risk, in case of default the investors might be only partly reimbursed or not at all. Therefore, if default threatens, the flow on capital to the ESM might stop right when it is most needed.
It is because of this that a growing number of economic commentators submits that the ECB should become the lender of last resort. In this case, it could intervene on the primary market, i.e. it could purchase state bonds directly from the national treasuries and it could purchase as many state bonds as needed without the intermediation of outside investors. This, it is argued, would avoid he financial crisis of sovereign states. However, in case of default, the ECB’s losses would have to be financed by the member states, mostly by Germany. Not by chance is Germany still adamantly opposed to such an option. Alternatively, the ECB could issue its own bonds, the Euro bonds. It would sell them to private investors and lend that money (or issue credit) to member states. Again, the member states would have to intervene in case of a state’s default. Germany would have to contribute the biggest share.
 
In spite of Germany’s opposition, the supporters of the ECB becoming the lender of last resort stress that it would be also in Germany’s interest if the ECB were allowed to purchase state debts on the primary market because otherwise the financial crisis would hit Germany too and would possibly cause the disintegration of the euro zone. This is why the ECB should extend credit as much as it sees fit. This is referred to as ‘creating money out of nothing’. But this is nonsensical. Out of nothing, one creates nothing. By extending credit, the ECB does not create money. Rather it creates debt. Since debt must be repaid, the crisis of the weak nations is postponed to the moment of debt repayment. The more the ECB extends credit in order to purchase the sovereign debt of the states at risk of default, the greater the financial bubble. Thus, the ECB’s credit both postpones the explosion and contributes to the inflation of the bubble. This (and not necessarily inflation, as in the Austrian critique) is the limit of this type of intervention, the impossibility to avoid the burst of the financial bubble whether the ECB becomes the lender of last resort or not. The notion that the ECB can issue credit limitlessly without consequences is wrong.  
The discussion between those who would like to change the statute of the BCE and allow it to intervene on the primary market by buying unlimited quantities of state debt, and those who are in favour of the status quo is  misdirected. It reveals a lack of understanding of the real nature of the euro crisis as the local manifestation of a global financial crisis that strikes its roots into a constantly deteriorating crisis of profitability in the ‘real’ economy. This insight can only be gained by using Marx’s value theory.
At the time of this writing (July 2012) it looks like a compromise will be reached between those who support and those who reject a greater role for the ECB. The ECB would intervene on the secondary market but only on behalf, as an agent of, the EFSF/ESM. The purpose of the intervention would be to reduce the spread between the interest rate paid on the state debt of the weaker countries and that of the German bunds. Possible losses would not be borne by the ECB (and thus mainly by Germany) but by the ESM. Moreover, the principle that the ECB can act on behalf of the EFSF/ESM on the secondary market could help overcome Germany’s objection that the ECB could purchase state debt also on the primary market. The ESM would also be allowed to loan money to ailing banks or to the national bailout funds.
According to another proposal, a European ministry of finance would have to be set up according to rules dictated by Germany. This ministry would set limits to the states’ debts and would fine the transgressors. But the imposition of these iron laws would only worsen rather than improving the financial difficulties of the states at risk, as Greece’s recent example shows. 
As for the weaker countries, they (i.e. their working classes) can be forced to accept the savage attack on their living and working conditions in order to stay within the euro zone. Or, they could (be forced to) abandon the euro.
 But in the transition between the euro and a national currency, there would arise a number of serious problems such the payment of debts contracted in Euros with a devalued national currency and the flight of capital before the conversion. Moreover, the high interest rates that would have to be paid on the sovereign debt issued in a weak currency because prone to devaluation would worsen rather than improve the financial crisis. Thus, leaving the euro implies the unilateral cancellation of foreign debt. The critics of this option hold that it could detonate a very serious financial crisis, especially if relatively large countries defaulted. This is true. But it is also true that the next crisis is inevitable and that what changes is the detonator and who pays.
 
V. Connected to the question of debt cancellation is the question whether the weaker countries should retain or abandon the euro.
 No answer will be provided here. Rather, this last section will clarify one of the issues upon which a decision might eventually be made, the possibility to revert to competitive devaluation in case a national currency would be re-introduced and its effects on a country’s economic growth. 
Those arguing for exiting the euro hold that exports and economic growth have fallen because competitive devaluation is not an option any longer. Conversely, exiting the euro and resorting to competitive devaluation would improve exports, production, wages and profits. To evaluate this claim, let us assess whether and in what measure the introduction of the euro has affected the trade balance between Germany and Italy. 

Chart 5. Germany-Italy trade balance, millions of euro
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Source: Eurostat (2010), External and intra-EU trade - statistical yearbook, Data 1958 – 2009, European Commission, p.191 e 143. http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-GI-10-002/EN/KS-GI-10-002-EN.PDF
From 2000 to 2009, the Italian and the German trade balances have moved in opposite directions. However, the deterioration of the Italian trade balance with Germany cannot be ascribed only, or even mainly, to the impossibility to resort to competitive devaluation. Due to its greater technological competitiveness, Germany has been able to export to the less productive countries of the euro zone more than it has imported, including Italy. In 2011 it had a surplus of one trillion euro’s, a record. Given that the euro zone countries count for only 40% of its exports, its ability to penetrate foreign markets is relatively independent of the lack of competitive devaluation of its euro zone partners. Such ability depends mainly upon it technological superiority. Let us elaborate.
Productivity has been defined in section I as total value divided by labour units. What follows will have to rely on the available statistics and thus on GDP figures. Thus, in this section productivity is GDP divided by labour hours (L). Consider first the GDP growth rates

Chart 6. GDP’s growth rate in Italy and Germany
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Source: http://stats.oecd.org/Index.aspx?DatasetCode=PDYGTH
and then the growth rate of GDP/L 

Chart  7. Growth rate of GDP/L in Italy and Germany
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Source: http://stats.oecd.org/Index.aspx?DatasetCode=PDYGTH
and finally labour hours

 Chart 8 . Labour hours in Italy and Germany, 2005=100
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Source: http://stats.oecd.org/Index.aspx?DatasetCode=PDYGTH
In both countries, GDP grows (chart 6). However, the increment in GDP can be due either to a greater efficiency of the means of production or to a greater rate of surplus labour. Mainstream economics does not distinguish between these two cases for obvious ideological reasons. 
(a) In Germany, GDP/L grows (chart 7) while labour hours decline (chart 8). Then, the greater GDP has been due to greater efficiency, something that does not rule out a greater rate of surplus value.
 But given that the rates of exploitation have risen and wages have fallen also in other countries, it would be mistaken to ascribe Germany’s international performance to this factor.
(b) In Italy, GDP/L falls (chart 7) while labour hours increase (chart 8). Then, the increment in GDP has been due to a greater rate of surplus labour rather than to falling efficiency.
  The same results hold also for the manufacturing sector. The value added per employee is euro 67,500 in Germany but 51,000 in Italy while the hours worked in Italy are 1,778 per year, 360 more than in Germany (di Branco, 2012, page 3). So much for the ‘lazy southerners’.
Thus, it is mistaken to ascribe Italy’s negative trade balance to the euro.  The cause of Italy’s negative performance is its backward technological base relative to Germany’s. The lack of competitive devaluation has been grafted onto this technological weakness. Among the specific causes that contributed to Italy’s productivity stagnation one stands out: the utter incapacity of Italy’s bourgeoisie to innovate and the recourse to low wages and high working hours as a substitute for technological innovations.
What would be the consequences for Italy of the re-introduction of competitive devaluation after the withdrawal from the euro? The trade balance would continue to be negative as long as technological gap persists. True, it would be less negative. Moreover, greater exports would induce greater production (and thus value and surplus value produced) and higher wages and profits. The question however is whether this would lead to economic growth. 
Macroeconomics holds that the greater export-led production spurs economic growth but that this improvement can be limited or even annulled by a number of counteracting factors. For example, the depreciation of the currency on the one hand reduces the price of exports but on the other, it increases that of imports. This could have a negative effect of the trade balance and unleash an inflationary movement. Or, other countries could resort to the same policy, thus cancelling the devaluing country’s original advantage. These and other arguments might or might not hold. The point is that for macroeconomics, in spite of these counteracting factors, devaluation spurs greater production and this in its turn stimulates economic growth. However, greater production is not necessarily equal to economic growth. The economy grows when profitability rises and not necessarily when production grows. Then, the question is whether competitive devaluation increases or decreases average profitability.
Suppose Italy exits the euro and reverts to the Lira while Germany keeps the euro. Suppose that Lira 1 = euro 1 and that commodity A costs Lira 1 in Italy and commodity B costs euro 1 in Germany. Germany changes euro 1 for Lira 1 and buys 1A. Italy receives euro 1 and with it it buys 1B. Suppose now that the lira devalues, e.g. Lire 2 = euro 1. Germany changes euro 1 for Lire 2 and buys 2A. The exporting firm receives euro 1 = Lire 2 and thus its purchasing power on the Italian market doubles. However, the output available in Italy remains the same (1A). The exporting firm’s higher purchasing power in Lire is then the result of redistribution in Italy of an unchanged output in favour of the exporting firms. For the economy as a whole, Italy loses 1A to Germany. In terms of use values, the lost 1A contributes not to Italy’s economic growth but to Germany’s; it increases neither consumption (if A is a means of consumption) nor investments (if A is a means of production) in Italy. In terms of value, Italy loses value (the value contained in the lost commodities) to Germany and thus its ARP falls while that of Germany rises. These conclusions hold whether 1A is an unsold commodity that can be sold thanks to devaluation or Germany’s greater demand spurs the production of the extra 1A following the Lira’s devaluation. 
The supporters of the thesis that competitive devaluation spurs economic growth mention the case of Argentina. But Argentina’s former finance minister is clear
“Growth restarted and unemployment begun to fall in 2003. But this was not due to the devaluation. The key factors were the depreciation of the dollar and good luck on the commodity prices. The price of soy – which is a price set in international markets – jumped from less than $120 a ton in 2001 to more than $500 a ton by the late 2000s. It is absolutely erroneous and misleading to attribute the rapid growth of Argentina during the last 8 years to the “pesofication” and devaluation of 2002”.
 
Italy’s average profitability falls due to the loss of value contained in 1A. But the effects on profitability go further than this loss of value. To determine them, let us introduce what I have called the Marxist multiplier.
 Let us subdivide the economy into two sectors: sector I produces the export induced output and sector II the rest of the economy.
To produce 1A, Sector I purchases labour power and means of production from other firms in both sectors. In their turn, these firms engage in further purchases of means of production and labour power. This multiple effect cascades throughout the economy. Given that the firms involved in the cascade have different organic compositions, three cases are possible. 
(a) The initial investment in sector I, plus the investments induced by it throughout the economy, are such that they form a representative section of the whole economy. Then, the rate of profit generated by this ripple effect is equal to the economy’s average. The ARP after these investments does not change. The policy fails. 
(b) Alternatively, the chain of investments stops at a point at which the organic composition of all the invested capitals (including the initial one) is higher than the average. Then, the ARP falls. The slump worsens. The reason why the higher organic composition of this aggregate worsens the crisis is that the extra investments have gone predominantly to the most efficient firms (those with higher organic composition). They, by selling their higher output at the same price as that of the lower output of the laggards, appropriate value from these latter and eventually push them out of the market thus worsening the crisis.
(c) In the opposite case, where the average organic composition falls as a result of these investments, the ARP rises. But then the export led production has helped the less efficient capitals, those with lower organic composition and thus lower efficiency, to survive. In this case, this investment postpones the slump instead of ending it. 
In theory, these three alternatives are equally likely to occur. However, the most likely outcome is a rise in the combined organic composition and thus a fall in the ARP because each capital in the cascade will tend to purchase the material it needs from the cheapest bidders, those who are usually the most efficient ones and thus those whose organic composition is high relative to the average. The economic difficulties of the laggards worsen while the advanced capitals grow. Average profitability falls further. This favours modernization. But this type of modernization is different from the introduction of new and more efficient technologies, the production of a greater output embodying lower value, the sale of this greater output for the same price as that of the laggards’ smaller output, and thus the appropriation by the advanced capitals of a part of the surplus value produced by the laggards. In the case of competitive devaluation, a part of the surplus value produced by the exporting firm is lost to the importing country. Average profitability falls on two accounts, both because of the loss of (surplus) value inherent in competitive devaluation and possibly because of the greater weight of the advanced capitals in the production of the extra output. But it is also possible that the cascade of investments causes a fall in the average composition of capital and thus a rise in the ARP such that it counters the loss of surplus value inherent in the exchange of a greater quantity of Italian commodities for the same quantity of German commodities. In this case, the increase in the ARP would be based on a further deterioration of Italy’s technological competitiveness. 

To sum up, the lack of competitive devaluation does not cause the deficit of the trade balance: it only worsens it.  The reintroduction of competitive devaluation improves the balance of trade but implies a loss of value to the importing country and very likely affects negatively the ARP. And even in case it does cause an increase in the ARP it contributes to keep afloat the less efficient firms. There should be no illusion that competitive devaluation would improve Italy’s economic growth, let alone push it out of the slump. For Germany, if some euro zone countries were to revert to their national currencies and to competitive devaluation, imports would increase and the appropriation of value would rise. Exports to the devaluing countries will decrease. But given that its capacity to penetrate foreign markets relies not on the manipulation of exchange rates but on its superior efficiency, it is already finding alternative markets. As the Financial Times Deutschland writes, “As long as the euro zone doesn't fall apart, and Europe's economy doesn't slump violently, the German companies have a chance at avoiding a crash. Demand from Europe has been weak for months, and German firms have managed to more or less handle it. This is partly because they have globalized, with earnings in Asia making up for losses in Europe."

The real problem of the countries that rely on competitive devaluation is the inefficiency of their productive system relative to stronger international competitors. This is capital’s problem. The labourers should not be misguided and believe that this is also their problem, that the modernization of the productive apparatus would also be convenient to them because of the redistribution of a share of the increased output. For them, increased productivity means increasing technological unemployment and all the misery inherent in the tendency towards a falling ARP and crises. But even if they were to receive a share of the higher output, they would become active actors in international capitalist competition. This means to participate in the downloading of the effects of technological innovations upon the weaker countries with all the negative consequences for the local labour force. Labour’s problem is different; it should try to avoid bearing the cost of crises knowing that crises are inevitable while at the same time building the objective conditions and the consciousness necessary for a transition out of capitalism. Labour’s struggle cannot but be internationalist.

Appendix. Statistical sources. 

The profit rate is computed for the productive sectors. The best approximation are the goods producing industries. These are defined as agriculture, mining, utilities, construction and manufacturing. However, in this paper utilities are disregarded (see below). 
The ARP is computed by dividing profits of a certain year by constant and variable capital of the preceding year conform the temporal approach.. 
Profits are from NIPA tables 6.17A, 6.17B, 6.17C, 6.17D: Corporate Profits before tax by Industry 
[Billions of dollars]. In the first three tables utilities are listed apart but in table 6.17D they are listed together with and cannot be separated from transportation. I have decided to disregard utilities in all four tables.

Fixed assets. Their definition is “equipment, software, and structures, including owner-occupied housing” (http://www.bea.gov/national/pdf/Fixed_Assets_1925_97.pdf). The data considered in this paper comprise agriculture, mining, construction, and manufacturing (but not utilities, see above). Fixed assets are obtained from BEA, Table 3.3ES: Historical-Cost Net Stock of Private Fixed Assets by Industry [Billions of dollars; yearend estimates]. 
Wages for goods producing industries and are obtained from NIPA Tables 2.2A and 2.2B: wages and salaries disbursements by industry [billions of dollars].

Employment in goods producing industries is obtained from: US Department of Labor, Bureau of Labor Statistics, series ID CES0600000001.
Chart 5. Eurostat (2010), External and intra-EU trade - statistical yearbook, Data 1958 – 2009, European Commission. http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-GI-10-002/EN/KS-GI-10-002-EN.PDF
Charts 6, 7, and 8.  http://stats.oecd.org/Index.aspx?DatasetCode=PDYGTH
Notes


�.   This first section returns to and expands some of the themes in G. Carchedi (2011b) where an extended bibliography is available. The figures in Carchedi 2011b are nominal while in the present paper they are deflated. But the conclusions in both papers are similar. For statistical sources, see the Appendix. More empirical data can be found in G. Carchedi, unpublished paper. Here, the focus will be (1) on the US economy because it is by far the most important worldwide and (2) on the sectors producing material goods, a proxy for the productive sectors, because only these sectors produce value and surplus value, the vital lymph of capitalism. But the same trend is discernible if the world rate of profit is computed. See Michael Roberts, unpublished paper.  


�.   In conventional economics, efficiency is the ratio of output to inputs. Here it is the rate of labour to assets.


�.   This is all we need to know to reject the Okishio theorem (Okishio 1961). Okishio purportedly demonstrates that, if innovative capitals adopt new techniques they raise their rate of profit. If subsequently other capitalists too adopt those technologies, the ARP rises. Okishio’s flaw is that it substitutes Marx’s notion of labour as value creating activity with the individual capitalists’ notion of labour as a cost, the point of view of capital. (See Carchedi, 2011a, chapter 2). Some authors (Shaikh, 1999) argue that the innovative capital can undersell the competitors, at least initially. When the competitors innovate as well, they reduce their price and the generalized price fall reduces the ARP. But if a capital reduces its output’s price, its loss is the buyer’s gain. Price competition (redistribution) does not explain falling average profitability. The ARP falls because the innovators sell their higher output at the same price as that of the lower output of the backward capitals while at the same time causing the average profitability to fall due to the expulsion of labour.


�.   Michel Husson (2010) is just one out of a legion.


�.   I have avoided the term long waves because I am not submitting a theory of long waves but only empirical evidence limited to the post-WWII period.  


�.   What follows is a short summary of Carchedi 2011b, pp. 147-150. 


�.   The Marshal Plan was relatively unimportant for the US economy (but not for the European countries).


�.   Moreover, if profits in the financial and speculative sphere were productive of surplus value, their multiplication could not bring about crises.


�.   For example, a bank issuing credit to a firm charges an interest. This profit (interest) is fictitious. It becomes realized when the firm uses money to pay that interest to the bank.


�.   It could be held that if debts and credits are netted out, the net debt is much smaller. This is true but irrelevant. For example, Bank B is A’s creditor but C’s debtor. From an accounting perspective, debt and credit cancel out. However, bank A’s bankruptcy can cause the bankruptcy of bank B and C.


�.  But Fitch is controlled by the French Fimalac (Financière Marc de Lacharrière).The opinion that the rating agencies play right into the dollar’s hands has been strengthened after Standard and Poor’s has downgraded nine euro zone countries, including France, on January 13, 2012. Given that these countries are guarantors of the EFSF, this fund has been downgraded too from AAA to AA+. The assumption is that the European Stability Mechanism (ESM) that will replace the EFSF in 2012 will be less liable to be downgraded because differently from the EFSF will have its own capital. On February 14, 2012 Moody’s too has downgraded a number of nation, including Italy, Spain and Portugal. And on July 26, Germany and The Netherlands have received a negative outlook by Moody’s. 


�.   According to the dominant interpretation of article 50 of the Lisbon Treaty, a nation that would leave the euro would have to leave the EU. But nothing prevents a country to leave the EU and retain unilaterally the euro.


�.   On August 1, 2011, Standard and Poor’s cut the rating of US debt from AAA to AA+  for the first time since the United States was granted an AAA rating in 1917. From October 2010 to February 2012 Russia has halved its US debt and China is selling too, even if it has still one trillion dollar of US debt. 


�.   This might be the reason why the size of derivatives has grown by more than one trillion dollars in 6 months. See table 2 above.


�.   Towards the end of July, 2012, the ECB announced that it would purchase as much sovereign debt of countries at risk as needed. 


�.   However, only 200 billion is new credit. The rest is short-term credit that has been turned into three-year credit.


�.   Germany’s share is 27%.


�.   The decision of the ECB in June and July 2012 to refuse to accept Greek sovereign debt as a collateral in exchange for ECB funds contradicts he ECB’s stated aim to salvage the euro at all costs. If meant to put extra pressure of Greece to further proceed in its program of social butchery, it might very well backfire. 


�.   Even the most radical and well meaning proposals or political programs (e.g. Syriza in Greece) based on pro-labour redistribution and/or investment policies are objectively damaging for labour if formulated as anti-crisis measures. See Carchedi, forthcoming.


�.   The option of exiting the euro zone while retaining unilaterally the euro passes unnoticed possibly because the euro is (wrongly) considered as the cause of the financial crisis.


�.   According to official German statistics, unemployment has fallen from 5.3 million in 2005 to 2.9 million in 2008 and 3.4 in 2010. But these figures are cooked. In 2005,the Schröeder government introduced a reform of the labour market. Before the reform, the unemployed received unemployment benefits equal to two thirds of the last salary for up to 3 years. After the reform, the length of the unemployment benefit equal to two thirds of the last salary has fallen to one year, after which time the benefit falls to half of the last salary and becomes conditional upon the capacity to work of the unemployed, defined as the capacity to work for three hours a day.  In this way, the unemployed have been pushed onto the labour market at hunger wages and about 2.9 million long-term unemployed have disappeared from the official statistics. See Brigitte Lestrade, Les réformes sociales Hartz IV à l’heure de la rigueur en Allemagne, Ifri, 2010, at  �HYPERLINK "http://www.france-allemagne.fr/IMG/pdf/IFRI_ndc75lestrade.pdf"�http://www.france-allemagne.fr/IMG/pdf/IFRI_ndc75lestrade.pdf�. According to another report, in 2008, 6.55 million employees worked for a wage below the low wage threshold, an increase of 2.3 million since 1998.  Thorsten Kalina und Claudia Weinkopf, Niedriglohnbeschäftigung 2008, Universität Duisburg Essen, 2010, at �HYPERLINK "http://www.iaq.uni-due.de/iaq-report/2010/report2010-06.pdf"�http://www.iaq.uni-due.de/iaq-report/2010/report2010-06.pdf�. According to other figures, the workers holding mini-jobs increased by 47% between 1999 and 2009 and temporary workers increased by 131.4%. See �HYPERLINK "http://cdn1.myeurop.info/sites/default/files/media/images/Capture_4.PNG"�http://cdn1.myeurop.info/sites/default/files/media/images/Capture_4.PNG�. High productivity ad high rates of exploitation: the ideal recipe for capital. 


�.   The data above concern the economy as a whole. However, the notion of productivity is really meaningful if it is referred to the productive sectors. Unfortunately, data for only these sectors are lacking.


�.    �HYPERLINK "http://voxeu.org/index.php?q=node/3546"�Domingo Cavallo�, Looking at Greece in the Argentinean mirror, 15 July 2011, �HYPERLINK "http://voxeu.org/index.php?q=node/6758"�http://voxeu.org/index.php?q=node/6758�


�.    See Carchedi, unpublished paper where the Marxist multiplier is applied to the analysis of Keynesian policies. 


�.    Quoted by Kristen Allen in 'Uncomfortable and Bitter Truth' for German Economy, Spiegel OnLine International, July 30, 2012 at �HYPERLINK "http://www.spiegel.de/international/business/german-companies-disappoint-with-quarterly-earnings-reports-a-846751.html"�http://www.spiegel.de/international/business/german-companies-disappoint-with-quarterly-earnings-reports-a-846751.html�
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