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Abstract: This article aims to work out transformational proposals for development policies in Brazil
sustained by Ruy Mauro Marini’s analysis of the nature of peripheral capitalism in Latin America.
In his analysis, superexploitation is constituted as a category showing the structural conditions
of capitalism in Latin America, which tend to reproduce. In his most important work—Dialectics
of Dependence (1973 [2000])—Marini shows that this very specific Latin American capitalism is
deformed as compared to that observed in advanced countries. In this case, superexploitation does
not impair the reproduction of labor power, but it limits the dynamics of accumulation through
the extraordinary concentration of income and wealth. Considering that the political stance of
Marini is clearly revolutionary, the proposals are valid only as an exegesis of his thought, and are
not presented as a result of its theoretical propositions. The idea is to associate superexploitation
and concentration of wealth, showing that the sui generis nature of peripheral capitalism represents
a concentration of wealth and income much higher than that observed in developed capitalism.
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So far therefore as labor is a creator of use-value, is useful labor, it is a necessary
condition, independent of all forms of society, for the existence of the human
race; it is an eternal nature-imposed necessity, without which there can be no
material exchanges between man and nature, and therefore no life.

(Marx 1996, Chapter 1, Section 2: 172)
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Introduction

The adverse living conditions endured by workers are illustrated by Marx in various
passages of his works, especially those in which he treats early English industrial
capitalism in the nineteenth century. These conditions may possibly be interpreted
as overexploitation, serving to highlight circumstances that in principle would be
unsustainable, because they are insufficient to reproduce the work force over the
long term. In this case, overexploitation occurs when the wage level is consistently
below the cost of reproduction of labor power and through increases in the length
of the working day.

Overexploitation is at the center of Marini’s interpretation of the nature of
peripheral capitalism in Latin America. In his most important work—Dialectics of
Dependence (1973 [2000])—Marini shows that this specific type of Latin American
capitalism is deformed in comparison to that in advanced countries. In such cases,
overexploitation is constituted as a category reflecting elements of the limited
dynamic range of accumulation given by the recurrent extraordinary concentration
of income and wealth.'

In this context, Marini’s policy options are clearly revolutionary. Still, there are
aspects of his works that confront the policies of the state and government in several
respects. Such is the case with the articles “Dialectic of Capitalist Development
in Brazil” (1966 [2000]) and “The Crisis of Developmentalism” (1994 [2010]).
Although clearly maintaining the revolutionary perspective, these articles suggest
that there is room for tactical reformist actions that can decrease the burden of
dependency.

This article aims to reveal those structural determinations of the historical
development of Brazil that can be sustained by Marini’s analysis of the nature
of peripheral capitalism in Latin America, and that will allow the discussion of
proposals for transformative policies. Its intent is to associate overexploitation
and concentration of wealth, showing that the sui generis nature of peripheral
capitalism corresponds with concentration of income and wealth above that observed
in developed capitalism.

The text is organized into three sections besides this introduction. The first is a
comparison between the status conferred by Marini on the concept of overexploita-
tion and the one that can be extracted from the analysis of Marx. In the second, there
is a proposal to update Marini’s definition of overexploitation. In the third, there is
a discussion of the implications of overexploitation for the distribution of income,
wealth and dependence in Brazil, and its effects on the dynamics of accumulation.
Finally, there is a brief concluding summary.
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The Meanings of Overexploitation in Marx and Marini

The idea of overexploitation is not explicit in Marx’s Capital.* The theme of the
exploitation of labor power appears in the discussion of the law of value in the
opening chapter on commodities and is revisited by Marx in different moments
over the remaining chapters of Book I, particularly in Section III of Chapter VII,
which deals with the rate of surplus value. The following passage from Chapter I
reflects very well the importance of the topic:

At first sight a commodity presented itself to us as a complex of two things—use
value and exchange value. Later on, we saw also that labor, too, possesses the
same twofold nature; for, so far as it finds expression in value, it does not possess
the same characteristics that belong to it as a creator of use values. I was the first
to point out and to examine critically this twofold nature of the labor contained
in commodities. As this point is the pivot on which a clear comprehension of
political economy turns, we must go more into detail. (Marx 1996, Chapter 1,
Section 2: 171)

The examination is done in detail, with instructive and exhaustive explanations of
the distinctive nature of labor power, the commodity from which profit is derived.
The issue revolves around the duality of the cost of reproduction of labor power
and its social use by the capitalist. The following passage from Wages, Price and
Profit, a text that was written before Capital but which appears in the 1996 edition,
goes straight to the point:

[...] But there are some peculiar features which distinguish the value of labor
power, or the value of labor, from the values of all other commodities. The value
of labor power is formed by two elements—the one merely physical, the other
historical or social. Its ultimate limit is determined by the physical element, that
is to say, to maintain and reproduce itself, to perpetuate its physical existence, the
working class must receive the necessaries absolutely indispensable for living and
multiplying. The value of those indispensable necessaries forms, therefore, the
ultimate limit of the value of labor. On the other hand, the length of the working
day is also limited by ultimate, although very elastic boundaries. Its ultimate
limit is given by the physical force of the laboring man. If the daily exhaustion
of his vital forces exceeds a certain degree, it cannot be exerted anew, day by day.
However, as I said, this limit is very elastic. A quick succession of unhealthy and
short-lived generations will keep the labor market as well supplied as a series
of vigorous and long-lived generations. Besides this mere physical element, the

WRPE  Produced and distributed by Pluto Journals www.plutojournals.com/wrpe/

WRPE 4-1b text 6 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

OVEREXPLOITATION OF THE WORKFORCE & CONCENTRATION OF WEALTH 7

value of labor is in every country determined by a traditional standard of life.
(Marx 1996, Wage, Labor and Capital, section XIV)

To summarize: the value of the product equals the amount of work required for
its production. The work is performed by the worker, who sells his labor to the
capitalist according to its reproductive value. The difference between the value of
the commodity and the value of labor power is surplus value. From the relationship
between surplus value and the value of labor power Marx calculates the rate of
exploitation.

Carcanholo (2012) shows that from Marx’s proposition, it follows that the
purchase of labor power gives the capitalists the legal and social right to use labor
power as they wish. Thus for Carcanholo the term exploitation means use of labor
power. Thus, it would not be incorrect to say that the exploitation rate can also be
understood as the labor power utilization rate, a meaning that is not always noticed
by Marx’s readers.

The broader purpose of Marx’s Capital is to reveal the economic laws of bourgeois
society in the historical context of the consolidation of industrial capitalism,
particularly in England, the country in which Marx lived when he was writing
Capital. The political context was one of bourgeois revolution in several European
countries; thus, the aim of the work was politically useful to the lower classes:

[...]In Capital, the author’s purpose was to reveal the economic law of bourgeois
society, or in a different formulation, the laws of the birth, development and
death of the capitalist mode of production. At a time when the mechanistic view
was prevalent in the physical sciences, Marx was able to free himself from this
concept and formulate economic laws as trend laws. That is, as laws determining
the course of phenomena in the midst of opposing factors that cause variations,
deviations, and interim mitigations. (Gorender 1996: xxviii)

On the other hand, the historical context in which Marini formulates his
interpretation of the nature of peripheral capitalism is the hegemony of develop-
mentalism in Latin America, usually stimulated by military dictatorships. According
to Marini’s autobiography,’ the theoretical basis of the Dialectics of Dependence
(1973) was laid in the second half of the 1960s and early 1970s, the transition period
between what Marini calls his first and second exile (Mexico and Chile).

Developmentalism can be understood as an ideology that provides the intellectual
basis for social projects of the ruling class.* In economics, developmentalism
was supported by proposals of the United Nations” Economic Commission for
Latin America and the Caribbean (ECLAC), an agency that legitimized economic
modernization without endangering capitalism.
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Indeed, ECLAC was placed in the context of critical theories of development of
the post-World War II era.> However, Marini’s intent was to discuss the international
integration of economies in Latin America, taking import/export tariffs and prices
as an empirical element. Many economists held that capitalist development would
not be feasible in Latin America unless there was a change in the international
division of labor that prevailed until the 1940s. The economic policies that might
enable this historic change were supportive of industrialization.

It is important to note that Marini contested this possibility. He understood that
industrialization did not generate transformation in what was for him the mark of
underdevelopment, i.e., overexploitation of the workforce.

So, it is fair to say that Marini’s conceptions of dependent capitalism are the
result of two influences. The first is the product of his social situation, his life
trajectory as a radical militant who made a conscious choice to struggle politically
for social transformation. The second is the theoretical debate between Marini and
organizations that offered counterpoints to his views; this includes aspects of the
programs of the Advanced Institute of Brazilian Studies (ISEB), ECLAC and the
Communist Party of Brazil.®

Concretely and historically, the originality of Marini lies precisely in his
introduction of overexploitation of the labor force as an analytical category. His
critical view of capitalism is entirely sustained by Marx, but Marini was cognizant
of geographical and social conditions that allowed him to see clearly that capitalist
development did not occur evenly and did not completely subvert all aspects of
earlier modes of production. Instead, the historical process of capitalist development
was created out of the existing structures of domination, so that capitalist societies
had specificities much more relevant than at first suggested by the reading of Capital,
and particularly the Communist Manifesto.”

From this conviction comes the theory of dependent capitalism in Latin America:

Instead of following this reasoning, and remaining faithful to my principle that
underdevelopment is the other face of development, I analyzed the conditions
under which Latin America had been inserted into the world market and how
this integration: a) worked for the world capitalist economy, and b) changed the
Latin American economy. In general, the export economy, which arises in the
mid-nineteenth century in the pioneer countries (Chile and Brazil), appeared,
from this perspective, as the process and outcome of a transition to capitalism,
an outcome that is born with the marks of a particular international division of
labor. If this can be accepted, the transfers of value that were derived therefrom
could not be seen as an anomaly or a hindrance, but rather as a consequence
of the very legality of the global market and as a spur to the development of
capitalist production in Latin America. This rests on the basis of two assumptions:
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abundance of natural resources and overexploitation of labor (which presupposes
abundance of labor). The first assumption could result in mono-production, the
second is one of the main indicators of underdeveloped economies. Coming
late to industrialization was determined by the internal and external relations
of production, shaped on the basis of these premises. In my view this answered
the fundamental question, namely how capitalism affected the heart of the Latin
American economy. Regarding the formation of surplus value, I started to worry
about the transformation of this into profit and its particularities. Some indications
referring to the point reached in my research are contained in the text and other
works written at this time, but I just really solve the problem a few years later
in Mexico. (Marini, Memories, available at http://www.marini-escritos.unam.
mx/002_memoria_es.htm; accessed January 21, 2012)

It is important to recognize that overexploitation is not just an intense exploitation
(use), as was mentioned previously. It is important also because the fundamental
aspect of overexploitation requires revisiting Marx’s explanation of surplus value.

According to Marx, the value at which commodities are exchanged is given
by the amount of labor necessary for their production. Production is the result of
human effort in the production process, which under capitalism is done by the
worker who sells his labor to the capitalist. The workforce is a type of differentiated
merchandise that leads to the creation of profits derived from the production process.
The workforce is paid for its cost of reproduction, i.e., the amount of commodities
necessary for the reproduction of the worker as such. The capitalist uses the worker
for a certain period of time during which the worker’s productive capacity and his
ability to produce value are appropriated. The difference between the amount paid
and extracted in the production process is the surplus value or surplus labor.

A possible meaning of overexploitation in Marx is the breaking of the basic
features governing economic exchanges based on the law of value. The limits to
the extraction of surplus value in Marx’s exposition are a result of the limits of the
working day and the cost of reproduction of labor power. Marx’s historical analysis
of the evolution of working hours shows that the historical conditions in Britain
and other European countries were very adverse.

The Factory Act of 1850 now in force (1867) allows for the average working day
of 10 hours, i.e., for the first 5 days 12 hours from 6 a.m. to 6 p.m., including %2 an
hour for breakfast, and an hour for dinner, and thus leaving 10%2 working-hours,
and 8 hours for Saturday, from 6 a.m. to 2 p.m., of which 2 an hour is subtracted
for breakfast. 60 working-hours are left, 10 for each of the first 5 days, 7% for
the last. (Marx 1996: 163)
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Marx shows in his chapter on the workday that in many cases there were no legal
limits, and even in the presence of limits, inspectors’ factory reports show that
the laws were circumvented or ignored. In such cases, Marx refers to a ravenous
impulse for more work, but does not call this overexploitation, likewise in regards
to underpayment for the reproduction of labor power.

It is not inappropriate to call overexploitation the extension of limits to the
production of surplus value defined by the length of the working day and the cost of
reproduction of labor power. However, it must be remembered that this is a different
connotation from that found in Marx. Marini’s analysis is as follows:

We have seen that the problem of unequal exchange in Latin America is not
specifically to oppose the transfer of value, but to offset a loss of surplus value
and, unable to stop it at the level of market relations, the reaction of the dependent
economy is to compensate for it in terms of production. The increased intensity of
work appears in this perspective as an increase in capital gains, achieved through
greater exploitation of the worker and not an increase of its productive capacity.
The same could be said of the prolongation of the working day, i.e. the increase
in absolute surplus value in its classical form; unlike the first, it is here simply
to increase the surplus labor time, which is the time in which the worker is still
producing after having created an amount equal to the means of subsistence for
their own consumption. It should be observed, finally, a third procedure, which
is to reduce the workers’ consumption beyond their normal limit by which “the
necessary background of the worker becomes in fact, within certain limits, a
background for the accumulation of capital,” implying a specific way to increase
the surplus labor time. (Marini 2000: 123-124)

The proposition of the dialectic of dependency is based, therefore, on the
identification of a specific form of the development of global capitalism—the
spreading of capitalism from a central core.® This propagation of capitalism stems
from a pattern of consumption that engenders an international division of labor. It
is grasped in the dialectic of developed and underdeveloped societies and directed
to actualize the potential of the capitalist mode of production.’

The condition of overexploitation is found in different historical contexts and
social formations. However, in Latin America this condition was not only present
but also reproduced, which gives it a sense of historic specificity. The reasons for
this are found in passages of Marini’s texts dealing with the economic basis of
monoculture and the abundance of labor.

Overexploitation in the Historical Conditions of 21st Century Brazil

The category of overexploitation was controversial from the moment it began to
be used to characterize contemporary Latin American capitalism—1960s onwards.
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As we have seen, the cost of reproduction of labor power is the sum of the value
of the commodities necessary to restore the general condition of the worker. This
would be equivalent to the minimum cost required to reproduce both the energy
of the worker spent in the production process as well as the living conditions of
the worker throughout his life, and taking into account the historical, political
and cultural conditions of each society. Overexploitation is established when the
remuneration of work is below this value, the determination of which must consider
the length of the working day and the intensity of the work.'

The controversy is partially grounded in the Marxist method itself. In Marx’s
exposition, the interpretation of the nature of capitalism is made in the abstract.
This theoretical approach is gradually applied to concrete historical conditions,
hence the challenge of explaining overexploitation in light of the peculiarities of
concrete national conditions.

In short, Marx says:

The seventeenth-century economists, for example, always took as their starting
point the living organism, the population, the nation, the State, several States,
etc., but analysis led them always in the end to the discovery of a few decisive
abstract, general relations, such as division of Labor, money, and value. When
these separate factors were more or less clearly deduced and established, economic
systems were evolved which from simple concepts, such as labor, division of
labor, demand, exchange-value, advanced to categories like State, international
exchange and world market. The latter is obviously the correct scientific method.
The concrete concept is concrete because it is a synthesis of many definitions,
thus representing the unity of diverse aspects. It appears therefore in reasoning
as a summing-up, a result, and not as the starting point, although it is the real
point of origin, and thus also the point of origin of perception and imagination.
(Marx 1996: 218-219)

In the Marxist perspective, the proposition has to do with the actual historical
development, which poses problems for overexploitation as a category. Marini made
amajor effort to clarify his proposal within the debate on dependence, especially in
direct confrontation with Fernando Henrique Cardoso."! However, his best passages
and arguments are still found in Dialectic of Dependency:

Well, the three mechanisms identified—the intensification of work, the extension
of working hours and the expropriation of part of the work required by the worker
to replace his capacity to work—configure a mode of production based solely on
the further exploitation of the worker and not the development of its productive
capacity. This is congruent with the low level of development of productive forces
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in the Latin American economy, but also with the types of activities that take
place therein. In fact, more than in manufacturing, where an increase of at least
one product entails higher expenses for raw materials; in the quarrying industry
and agriculture the effect of the increase is much less acute, for it is possible,
by the simple action of man on nature, to increase the wealth produced without
additional capital. It is understood that in such circumstances the productive
activity is mainly based on extensive and intensive use of labor, which adds to
the increased degree of exploitation of labor.

It should be noted also that in the three mechanisms considered, the essential
characteristic is found in the fact that the employer refuses to provide the employee
with the conditions necessary to renew his capacity to work: in the first two cases,
because the worker is bound to an expenditure of labor power above what he
should deliver normally, thus causing premature exhaustion, the latter because
the worker is denied the possibility to consume what is necessary to maintain his
capacity to work in a normal state. In capitalist terms, these mechanisms, which
usually work in combination, mean that the work is remunerated below its value,
which indicates overexploitation of labor. (Marini 2000: 125-126)

So, it is suggested that the core of controversy was less the abstract definition of
overexploitation, and much more its historical expression as a defining element of
capitalism in Latin America. The finer points of the discussion focus on possible
evidence of overexploitation as an historic trend, for example, of Brazilian
development, besides the reproduction of this condition in the context of global
capitalist development.'? In this case, it is the discussion on the importance of
the transfer of surplus value from Latin America to the center of capitalism, thus
accelerating the dynamics of accumulation.

For purposes of this article, the discussion must be situated in the historical
context of the hegemony of neoliberalism from 1990 onward. This is being done
with increasing impact, especially in academic circles. In addition to publication
in Portuguese of the Dialectic of Dependency in 2000, there are at least three
publications essential to understanding the scope of the discussion. The first is a
work by James Osorio (2004), Critique of Vulgar Economy. Osorio was cited by
Marini in his memoirs as one of the authors who sought to advance the understanding
of overexploitation.

A second book, Ruy Mauro Marini: Life and Work by Roberta Traspadini and
Jodo Pedro Stédile (2005), resumes the discussion of Marini as part of an effort to
politicize militants under the Movimento Sem Terra (Without Land Movement) and
to popularize Marini’s works in Portuguese. Finally, a third book edited by E. Sader,
T. dos Santos, C. E. Martins and A. S. Valencia, Latin America and the Challenges
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of Globalization (2009), includes essays by Marini and offers an assessment of
Marini’s historical significance.

One way to resume the discussion in the historical context of the 1990s onward
is to examine some parts of the historical discussion between Marini and Fernando
Henrique Cardoso:

The purpose of my “critics” is to demonstrate that the unequal exchange, as I
analyze it, does not lead dependent countries to react against it by appealing to
the overexploitation of labor (though this is not the primary cause, as already
indicated). [...] they are determined to prove that my reasoning is absurd in the
sense that Latin American exports of food, by reducing the value of variable capital
and increasing as a consequence the composition of capital value, exacerbates
the downward trend of the profit rate in the advanced capitalist countries. For
this purpose, and utilizing even mathematics, the “Misadventures”!® show that
reducing the variable capital grows the mass and rate of surplus value, and
therefore of profit. What is obvious say our “critics” is that it “would not be logical
to assume, moreover, that as V decreases, thanks to Latin American exports of
food, C would have to increase” [...] No, it is not at all logical to assume that
because variable capital decreases, constant capital must increase. However, my
unfortunate “critics,” the point of departure is strictly the opposite: the export
of Latin American food is accomplished under conditions of the European
industrial revolution. These exports facilitate reduction of the variable capital
needed to increase productivity on the basis of the increase of constant capital;
they do not hold down the rate of profit (DD, p. 26). As indicated in the text, this
corresponds to the dynamic insertion of Latin America into the global division
of labor imposed by modern industry, which allows core countries to focus on
advanced manufacturing production and to neglect agricultural production. The
production of industrial raw materials then becomes the specialty of the peripheral
countries. [...] (Marini 2000: 175-176)

This discussion does not always directly reference the overexploitation of the labor,'
but the dynamics of capitalist development and the global integration of economies
depend on it. There does not seem to be any controversy regarding the adverse
conditions of labor in Latin America. The controversy lies in explaining its structural
reproduction under the extensive industrialization process that occurred in Latin
America in the 1950s and 1960s.

In a distortion of my analysis, the “Misadventures” use not only the inversion
method, but also addition. So, they consider that I suppose the Latin American

production for export has increased “in conditions of decreasing or stagnant
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productivity,” which is not in any of my texts. The only thing maintained is that,
regarding exchanges conditioned by the clear technological superiority of the
advanced countries, dependent economies should make use of a compensation
mechanism, allowing the increase of the mass of value and realized gain, as well
as its taxation, in order to oppose, at least partially, the loss of surplus value that
they have hitherto had to accept as well as the mechanism which brings this about,
namely the overexploitation of labor. This explains the strong development of
the export economy in Latin America despite the unequal exchange between the
peripheral and core countries. It is reasonable to assume that my “critics” do not
intend, considering the transfer of value that this implies, that the Latin American
economies should react by raising their level of technology at a pace equal to
that made in the advanced countries. This does not imply in any way that their
productivity has stagnated or declined, but that it is always behind the advanced
countries. Nor is it necessary to derive from what was said what was not said: the
overexploitation of labor is encouraged by unequal exchange, but it is not derived
from it. Overexploitation grows out of the fever for profit that creates the world
market and is based primarily on the formation of a relative surplus population.
Once set in motion, an economic process based on overexploitation awakens a
mechanism of monstrous wickedness that, far from decreasing, is accentuated
by the drive to increase productivity through technological development. (Marini
2000: 176-177) (Emphasis ours)

As pointed out in Carcanholo (2012), the discussion of the status of overexploitation
leads to an interpretation of Latin American capitalism that was proposed by
Marini. Taking overexploitation as a category, Marini considers it essential to
the characterization of dependent capitalism. The methodological procedure is
a change in level of abstraction in relation to Marx; it is a concrete rather than
abstract approach. '’

As seen, the overexploitation of labor cannot be regarded as a category in Marx,
even at the level of abstraction at which he was working in Capital. Differentially,
the Marxist theory of dependency, at lower level of abstraction in relation to
Marx, understands the specificity of dependent capitalism through this category.
As said before, we intend to show now that overexploitation is not just a set of
mechanisms that lead to an increase in the rate of surplus value, but, moreover,
it is a central category—in fact the most important category—in the Marxist
theory of dependence. (Carcanholo 2012: 8)

The possible empirical observation of overexploitation was central to Marini’s
reading of the constitution of Brazilian capitalism and to his dialogue with other
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interpretations. This seems possible through the historical distance of the present
analysis in relation to the theoretical and political debate in which Marini participated.

It is important to note that the discussion that occurred in the 1970s and 1980s
was highly politicized. This has two aspects. The first is the tone of argument in
the article by Serra and Fernando Henrique Cardoso, where the work of Marini
is blatantly dismissed. The second is the prohibition on reading Marini’s texts in
graduate programs in economics, especially (and surprisingly) in those few programs
considered heterodox (Almeida Filho 2011).'¢

Apart from the use of overexploitation of the labor force as a central interpretive
category, Marini is quite prominent in the theory of countries who are “latecomers”
to capitalism (Mello 1985); thus, his influence is widespread in Brazil (Almeida
Filho 2011). In both cases, his aim is to show how advanced capitalism develops in
Brazil, the country taken to reflect the possibilities of the region in which it is the
largest economy in terms of population, territory and production potential.

In Mello (1985), the characterization of Brazilian capitalism hinges upon two
important features of its origin: as a colonial economy linked to mainland Portugal
and by the point in time when the transition to advanced capitalism occurred,
understood as the point when the conditions of production became specifically
capitalist. This moment is marked by the abolition of slavery and the emergence
of wage labor as the dominant norm of the production process. It is assumed that
the conditions for transition between forms of work will have repercussions for the
constitution of the labor market. Thereafter, the analysis is entirely formulated in
terms of the process of capital accumulation in abstraction from the class struggle
inherent in capitalism.

For Marini, these initial conditions also include the overexploitation of labor,
understood in the broad sense of systematic payment of labor power below its value.
So for him the class struggle is at the center of the analysis and at the center of the
dynamics of Brazilian development.

One of the polemical points in the current context is precisely the transition and
extensive presence of overexploitation in a period when the productive forces are
being revolutionized and the differentiation of industries and productive occupations
is proceeding apace. The measure of the value of Marx’s labor power was applied
at different levels, in such a way that the existence of extensive overexploitation
became controversial. It was even more difficult to ascribe overexploitation to the
advanced stage of capitalist production.

A simple idea that we should remember here is that wage compression, in the
proportion in which it occurred, was not due solely to an inexorable logic of
the economy of “dependent capitalism” which would have obeyed blindly the

political repression which actually took place and set aside the possibilities of
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organization and protest of the popular sectors. Certainly, given the correlation
of forces that seized power in 1964, there were “structural” limits on possible
solutions to the economic crisis of 1963—64. But it was those reactionary forces
and the considerable weakness of trade unions and political groups that led to the
wage squeeze and “antisocial” economic policies. And as the economy found the
road to recovery in terms of a lower wage level “embedded” in their schemes of
accumulation, it became much more difficult to promote any significant change in
the policy previously adopted, especially since it was coming from the “top down.”
Even after 1968 and until 1973, at the very height of the economic “miracle,”
with inflation nearly stabilized and GDP growing at a very high rate, strong wage
restraint remained an official policy, eventually making improvements in this area
subject to “market forces,” and not due to government policy (which remained
restrictive); union actions and social protests followed upon these policies as
wages become more repressed than ever before. (Serra and Cardoso 1978: 75)

For this reason, it is argued here that the account of the historical elements of
overexploitation needs to be expanded by drawing a level of abstraction at which
the conditions of the formation of the Brazilian state, and therefore the scope of
its policies, are clearly accounted for. This is because it is essential to describe the
historical conditions of overexploitation, of the period in which overexploitation
indisputably began its development through use of pre-capitalist inheritances such
as compulsory labor. It gained its structural contours in the Republican period,
especially after 1930. Thereafter, the Brazilian State fulfilled the typical functions
of a capitalist state.

It is important to remember that the ancient and primary industrial base—born
simultaneously with the success of the coffee economy—was the prisoner of
a completely outdated labor-management model characterized by the absence
of public regulation of labor and intercapitalist competition. Therefore, we
highlight the role of public regulation of labor at that time in Brazil, because it
was consolidated just as industrial activity gained national space, leaving the
background activities in the rural areas.

Until the 30s, for example, the industrial employer absorbed virtually all of the
reproduction cost of its employees from the final price of the product or service
sold. As a kind of inheritance of the period of slavery, industrial employees had
virtually all of their reproduction costs internalized in the production structure,
meaning, in most cases, the company took responsibility for establishing and
maintaining, in addition to salaries, the so-called workers’ villages (housing,
education, health, welfare and assistance, among other costs).
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From the Revolution of 1930, when the project of industrialization was
established, a project that was already delayed in comparison with the original
phases of industrialization that occurred in the centers of global capitalism, much
of the cost of reproduction of the workforce was outsourced from the internal
structure of the production company. In other words, besides food and clothing,
the monthly wage received by the urban employee also had to cover living
expenses, security and welfare, education and health, among others.

In this sense, the problem of the reproduction of the labor force gained
importance in defining the minimum wage (introduced in 1940) and the tax
structure designed with a view to funding by the state of public policies on
education, health, welfare and assistance. However, this potentially new
articulation of the social forces failed to provide a comprehensive social protection
system associated with the advancement of the urban-industrial base. In fact, we
established a social protection system of a meritocratic and individualistic nature,
geared solely to employees with a formal contract. As most of the working class
was in the fields, only the urban employees have benefited from the minimum
wage as well as the social and labor legislation (Consolidation of Labor Laws).
(Pochmann 2004: 7-8)

Therefore, the thesis of the existence of overexploitation as a mark of Brazilian
capitalist development requires broader determinations than those originally put
in place by Marini. On the other hand, it is certain that the changing nature of the
labor market in Brazil is subject to the process of transition to advanced capitalism,
and that this same process has important implications for the distribution of wealth.

Implications of Overexploitation for the Distribution of Income,
Wealth and Dependence, and Its Effects on the Dynamics of Capital
Accumulation in Brazil

In Capital, the issue of the distribution of wealth (income) is treated in terms of
the social relations of production, i.e., in terms of class conflict. The dynamics of
accumulation follows structural elements of the process of production values, given
the rate of exploitation and technical progress. The synthesis of these elements is
given in the categories of productive forces and social relations of production. The
characteristics of these elements form a pattern of reproduction of capital, which
indicates the potential scale of the concrete production process. !’

These are fundamental to understanding the nature of capitalism and its form of
social reproduction. Additionally, they are sufficient to show the characteristic of
wealth concentration that is immanent in the production process.
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Nevertheless, the social debate on the distribution of income and wealth is
historically established in Brazil on a different field, the level of which can be defined
as the level of economic dynamics.'® The direct influence of Marxist thought was
small, because at that time the political and social confrontation was focused on the
ideological struggle, with markedly adverse conditions for advocates of socialism,
and even for the advocates of a more profound reform of Brazilian capitalism.
The focus of the discussion revolved around the question of interpreting empirical
data about the concentration of income provided by the 1970 Census. These data,
when compared to data from the Census of 1960, clearly showed an increasing
concentration of wealth."

It is important to say that economic dynamics is a theoretical level regarding the
movement of capital, in which other elements are taken as subordinate. This means
abstracting, for purposes of analysis, some of the contradictory relations internal
to the movement of capital, particularly the class struggle, which central to the
Marxian analysis, and placing emphasis on the autonomous movement of capital.

Capital reveals [...] a dual character: one antagonistic and the other progressive.
Its antagonistic character comes from the very social relationship that underlies it:
capital is based on the appropriation of working time; it is opposed to the worker in
a “hostile and antagonistic” way, and it reproduces him as wage worker. Capital s,
on the other hand, progressive, because its goal, the appropriation of the maximum
value, assumes full appropriation of unpaid labor, which implies the maximum
development of the productive forces and, therefore, the maximum accumulation.
This “production for the sake of production,” this tendency toward “absolute
development of the productive forces,” this “progressive accumulation” thus
constitutes an immanent law of the system of capitalist production, in the sense
that it can be deduced and united with the very concept of capital as value that
is valorized through the appropriation of unpaid labor. (Mazzucchelli 1985: 20)

Thus the dynamic movement can be understood as the level of competition
between capitals, where the broader elements exposed by Marx to apprehend the
dialectics of the mode of production itself, are advanced in their concreteness by
being applied within the boundaries of National States.?’ There are many who
suggest that this is a plan in which the contributions of other authors are essential:

[...] To start from the conceptual determinations of capital is to achieve a
double objective. On the one hand, through the inclusion of competition and its
determination to establish the foundations of the theory of capitalist dynamics is a
task that cannot dispense with the contributions of Keynes, Kalecki, Schumpeter
and Steindl, among others. The fact that these authors use a theoretical framework
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that is sometimes strange to Marx is in fact of little interest: what matters is that its
results are part of a plan—of competition—something not studied systematically
by Marx, and about which there are no few references to the need for a “special
investigation.” (Mazzucchelli 1985: 10)

In general, discussions of economic dynamics, despite the macroeconomic
integration of economies, are best done at the level of particular societies.?! This
is precisely the case in the debate about the concentration of income and wealth
in Brazil.

In Tavares (1975), there is a discussion of the structural reasons for the recurring
process of concentration of income and wealth that occurred in Brazil in the 1970s.2
The thesis is that it reflects structural elements, which operated as a result of the
historical process of industrialization and transition to capitalism.

In addition to her own contribution, Tavares was sustained by Kalecki’s
interpretation of the differences between the dynamics of accumulation of developed
and underdeveloped capitalist economies. In Kalecki (1980), the substantive reason
for the differentiation between these two dynamics is linked to the existence of
different pathways of development under capitalism.?

According to Kalecki, in advanced countries, historical development brings
gradual convergence of the consumption of workers and capitalists, thereby
increasing the scale of the market and thus the accumulation process at the national
level. In the underdeveloped countries, on the contrary, the segmentation of the
consumption of the two classes is reproduced, thus limiting the domestic market.
It is a configuration of two patterns of accumulation.

According to Tavares (1975: 37), the pattern of accumulation is defined as the
link between the specific dynamic process of differentiation of the productive
structure (investment) and a certain structure of income distribution.* Although the
phenomenon motivating the discussion is the development of Brazilian capitalism,
the discussion is intended to be more general, encompassing all the countries of
Latin America.

To demonstrate this, Tavares points out that in any industrialized economy, even if
undeveloped, we can detect at least two productive sectors—consumer commodities
and producer commodities—where the solution to the opposition between profits
and wages takes place in an accumulation process in which intersecting relationships
are key. Understanding this process in each historically conditioned concrete
accumulation pattern requires the identification of the basic relationships, inherent in
the process of accumulation, between the structure of production and the distribution
of income, and the way in which the conditions of systemic reproduction reinstate
or modify this articulation of the basic productive structure.

Also, according to Tavares, this process cannot be captured by Marx’s reproduction
schemes, which show essentially the conditions for the possibility of “balance”
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(compatibility) between the production and realization of surplus value, given the
distribution of income between wages and profits, and assuming a constant rate of
capital accumulation. These schemes allow one to work with the abstract laws of
the constitution and reproduction of the capitalist mode of production, but there is
no indication of how the historical movements of accumulation allow changes in
the very pattern of accumulation to occur.

Tavares’s option is to use the basic schemes of reproduction to reach a vision of
how modifications occur to the basic characteristics of the endogenous articulation
between income distribution and accumulation in different historical patterns
of accumulation. The idea is to seek forms in which the contradiction between
production and realization of a surplus is resolved dynamically, taking into account
the emphasis of technical progress and the accumulation process in each of the three
great departments of the economic expansion.

The formulation is based on Kalecki’s schemes of reproduction, where D1
produces capital or investment goods; D2 produces consumption goods for
capitalists; and D3 produces consumption goods for workers. Here the scheme is
done at market prices rather than value, which permits a view of the intersectoral
reallocation of profits (transfer of surplus value) both through the change in relative
prices between departments, and via capital transfers.

This feature of Brazilian economic development and, by extension, Latin
American development, was not adequately discussed. As a formulation down to
the level of capital accumulation, the focus is on the level of competition and the
stricter dynamics of capital in abstraction from class struggle.

But the class struggle is essential to understanding the extraordinary nature
of the process of concentration of income and wealth that occurs in Brazil and
Latin America.? This is precisely the focus of the work of Ruy Mauro Marini. In
emphasizing the overexploitation of labor as a distinctive feature of the capitalist
development of Brazil and Latin America, he intended to show a level of social
inequality far above that which is inherent in capitalism as a social order.

It is argued here that the assertion of a particular character of the concentration of
income, based on evidence of overexploitation of the workforce, inserts one more
important element into the discussion of the possibilities of capitalist development
in the periphery, independent of any relevance that the concept of overexploita-
tion may (and certainly does) have for the dynamics of accumulation in the center
of capitalism.

Conclusion

This article reviews the formulation of the overexploitation of labor as a mark of
peripheral capitalism in Latin America in terms developed by Ruy Mauro Marini.
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The review is done with emphasis on the effects of overexploitation on economic
dynamics and the process of capital accumulation on the national level. Thus,
we propose a formulation of this approach with others that deal specifically with
economic dynamics.

The justification for this proposition is placed on the failure of analyses of
Brazilian development that are partially based in Marx and more heavily based in
Keynes and Kalecki. Although these analyses are important for understanding the
nature of the Brazilian process of transition to capitalism, they disregard essential
aspects necessary for understanding the nature of the particularly unequal Brazilian
development.

For Marini, the condition of overexploitation is registered in different historical
contexts and social formations. However, in Latin America this condition was
clearly present and reproduced, thus giving it a sense of historical and geographical
specificity. The reasons are presented in transcribed passages of Marini’s texts
related to the economic basis of monoculture and the abundance of skilled labor.

However, the thesis of the existence of overexploitation as a mark of Brazilian
capitalist development, as well as in other social formations, requires determinations
broader than those originally offered by him. This article notes the importance of
incorporating the dimension of the regulation and operation of the State due to its
decisive role in the dynamics of capital and therefore in the reproduction of the
extraordinary conditions of concentration of income and wealth.?

In this sense, the article implicitly argues that there are elements still to be worked
out, especially if the intention is to affirm the existence of overexploitation as having
contemporary relevance for understanding economic development in Brazil and
Latin America.

Notes

1. Asis well said in Hirsch (2010: 209-217), the limitation of scale imposed by the workers’ under-
consumption can be overcome by capitalist consumption (especially for consumer commodities
production). However, there are likely to be dynamic effects of this as discussed later in this article.
This is mentioned by scholars who study Marini’s thought. See, for example, Osorio (2004: 90).

3. In fact, it is a Descriptive Memorial, UNB’s academic requirements for the process of his

reintegration after his return to Brazil.

See Fonseca (2004).

See Bonente and Almeida Filho (2008), Almeida Filho and Corréa (2011) and Bonente (2011).

6. For a good review of the visions in dispute, in the 1960s in Brazil, see Bresser-Pereira (1985,
capl.—Six Interpretations of Brazil), available at http://www.bresserpereira.org.br/papers/1982/82-
SeisInterpretacoes.p.pg.pdf (accessed March 8, 2012).

7. See Arrighi (2008).

8. In Arrighi (1995), there is a formulation of this idea, defining the Organic Nucleus of Capitalism,
formed by the countries that have defined the direction of global development in the last fifty years.
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Development, in this precise sense, is the range of all possible dimensions of capitalist society.
Bonente (2011) shows Marx’s ontological development, keeping the potential meaning of
privatization of all aspects of capitalist society. This way of understanding the development of
capitalism in Marx can deduce limits to development, which are not permanent but that engender
crises in social formations globally and nationally.

As we shall see later, there are historical changes affecting these two elements, particularly the
intensity of work that has occurred since the 1970s and especially in the 1990s.

See “The reasons for neodesenvolvimentismo (response to Fernando Henrique Cardoso and Serra),”
Marini (2000: 167-242).

This article reproduces a debate confined to Brazilian development, considering the origin of the
contenders and the importance of Brazil in Latin America.

Reference to a brief text critical of Marini’s propositions is “Misadventures of the Dialectic of
Dependency,” Jose Serra and Fernando Henrique Cardoso, written in January 1978, available at
http://www.cebrap.org.br/v1/upload/biblioteca_virtual/as _desventuras da_dialetica.pdf (accessed
January 22, 2012).

As is shown in Carcanholo (2012), it would be better to say “overexploitation of the workforce.”
Apparently, Marini is making a structural reference to Latin American capitalism, hence the
reference to the overexploitation of labor, a product of class domination.

This change in abstraction level is pointed out in Osorio (2004: 90): “The categories and relationships
that work [capital] are the starting point to discuss the organization of analysis units less abstract
(or concrete), but it does not do it entirely. Hence the need for new categories in order to analyze
the capitalist world system, patterns of reproduction of capital, socio-economic formations and
conjuncture. [...] The notion of superexploitation explains the way in which dependent economies
reproduce capital in the context of developing such systems. His treatment, such as imperialism
or categories for the analysis of conjuncture, will not be found in the work of Marx, because the
units of analysis that they express are not addressed in Capital.”

The work of both Ruy Mauro Marini and Theotonio dos Santos is better known in other Latin
American countries like Mexico, Chile, Argentina, Venezuela and Cuba than in Brazil. This piece
of information is in the preface to “Dialectics of Dependence” written by Emir Sader as the
introduction to Marini (2000).

“The pattern of reproduction of capital points to the ways in which the capital is set out in specific
historical periods and determined geographical-economic social areas, being regions or social
economic formations. In this sense the pattern of reproduction of capital is a category that allows
for mediation between general levels of analysis and less abstract or historical levels. In this sense,
it uses conceptual and methodological levels present in the abstract, but claims of categories and
methodologies that are proper” (Osorio 2004: 36).

This is a contentious issue that divides authors who take shelter in the Marxist perspective. In
Possas (1989) there is a proposition defining the object of Marx in Capital, arguing that grasping
the more general nature of the movement of capital—a form of reproduction of capitalist society—is
not sufficient to account for the actual dynamics. “(...) The important thing to note here is the
impossibility of reducing the real dynamics, in its more concrete theoretical determinations, to the
mere ‘expression’ outside of one or more laws of motion” (1989: 24). The author’s proposition is to
define, beyond the object of Marx in Capital, the object of Economic Dynamics, i.e. the movement
of the accumulation level of the plurality of capitals, where the nature of the monetary economy
(Keynes) is privileged. Osorio (2004: 90) calls this a cyclical plan.

See Malta (2011: 196-199).

This feature was more important until the 1970s. Thereafter, with the progress of the financialization
of capitalist development and the growing integration of national economies, the macroeconomic
scale became virtually identified with economic dynamics.

It is important to note that we are referring to a debate that occurred in the context of critical
thinking in its various forms. This debate has achieved orthodoxy, but then the discussion was set
in the apparent level of the process of income concentration and so is not important for this article.
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22. The debate was established at the disclosure of data from the Brazilian Census of 1970. A
comparison of these data with those of the Census of 1960 showed income concentration. The
Brazilian military governments diffused a favorable image of Brazilian development. The book
edited by Tolipan and Tinelli (1975) condenses different views of this phenomenon.

23. This is an interpretation because he only deals with two groups of economies, developed and
underdeveloped. Thus follows the idea of a global capitalist economic divide between these two
groups. It must be noted that the theoretical work of Kalecki was done in a historical period of
geopolitical and ideological polarization of the world, so the issue is with regard to the framework
of capitalism, although we know of his concerns about underdeveloped socialist economies.

24. This definition and its ramifications are better explained by Almeida Filho (1993).

25. There are references to this phenomenon in several works of Brazilian development interpreters—
Caio Prado Jr, Francisco de Oliveira, Celso Furtado, Maria da Conceigéo Tavares, Ignacio Rangel,
Fernando Henrique Cardoso—and also in more recent works—Arandia (1992), Almeida Filho
(1994), Cardoso and Pochmann Jr (2000), Ferreira (2000), among others. Therefore, it is a structural
phenomenon that affects decisively the dynamics of accumulation in Brazil.

26. The book by Joachim Hirsch (2010)—Materialist Theory of the State—is surely a reference to this
embodiment. He maintains that: “The state apparatus is the field where it generates a regulation—
by force or by consensus—of class relations, and where a policy of capital may appear relatively
consistent which exceeds the existing competitive relationships. In the State system are reflected
both the competitive capitalist relations and antagonistic class relations. This can result in an
expansive dynamic which is not a direct product of the economic interests of valorization, as in
the case of social consensus achieved by means of projections on the external enemy, or when
internal legitimacy problems are offset by external aggression. That is, ‘trade’ may completely
follow the flag” (2010: 215-216).
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Abstract: This article, looking at the middle-class citizens of today who have grown into the
majority of the population in developed countries and who are gradually becoming the majority in
emerging countries too, argues that none other than such citizens might retain the power of social
change in this phase of capitalism. This article, by tracing the different aspects of citizens’ features
along with capitalist development, reveals the complicated characteristics of contemporary
middle-class citizens who though usually supporting of the capitalist system, sometimes turn
into influential opponents of the system where they feel themselves betrayed or abandoned by
it. This article insists on the distinct meaning of the Worldwide Comprehensive Consumption
Reduction Movement, which is effective not only for preventing the destruction of nature, culture
and human health but also for the middle-class citizens to develop into constructive reformists,
not simply opponents, of the very same capitalist society.

Key words: middle-class citizens; social change; consumption reduction strategy; world-wide
movement; ordinary citizens’ human development

Introduction: The Peculiar Meaning of the Middle-Class Citizens

In the 19th century, as many theorists after Karl Marx have been arguing, those
who changed the social system and created a new system have been considered
to be working class, selling their own labor power in exchange for exceedingly
low wages with very long working hours and remarkably poor labor conditions.
Accordingly, the class struggles between capitalists and workers have been believed
to be decisively important in the process of social change.
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Since the early days of capitalism, after already one and a half centuries, however,
there seems to have appeared a new type of citizen. They are, in fact, still working
and yet selling their own labor in exchange for a salary with very long stressful
working hours. But those citizens, with a relatively high standard of education and
generally living in or near the big cities, consume far more than the workers of the
19th century so long as the business cycle is operating fairly well.

Also, they support capitalism by mass-purchase of mountains of commodities
and services produced by the capitalist system, and what is more the large part
of them often play a politically important role as voters for the government party
and actually support the capitalist system, too.! Besides, the population of such
citizens is not only the overwhelming majority in the developed countries, but
also is now rapidly growing especially in the successful developing countries.
Moreover, what is far more curious is that the citizens themselves sometimes resist
their governments when they feel they are betrayed by their social system for any
other reason. Accordingly, they can sometimes be threatening to the ruling power
because such citizens’ form such a large part of the population as well as having
considerable influence. On the other hand, the traditional working class needs such
citizens’ cooperation if the class desires the social change.

So, we cannot ignore those citizens when we discuss social change. Any type
of social change will go just with those citizens’ recognition of and participation
in the social revolutionary process. Therefore the investigation into those people
should be set up now to be a core study in the social sciences.

First and Second Generation Citizens

The citizens in the early days of modern Europe (bourgeois) and the middle-class
citizens today should be considered as quite different, even though people refer to
them in the same way as “citizens.”

The most fundamental feature of modern European society and which expanded
to the whole world is considered to be individualism, not freedom, equality,
democracy or anything else. Neither freedom nor democracy was derived simply
from individualism itself as products of its fundamental features. It is individualism
that should be considered as the most important and fundamental character which
modern European history created.

Citizens of such individualism, in the abovementioned meaning, in the early days
in modern Europe performed great social changes (revolutions) in three stages.
In the first stage, they performed religious revolutions (the Reformation), i.e., the
revolution on ideology, and established individualism as the modern fundamental
ideology through shaping Protestantism. In the second stage, they performed
bourgeois revolutions, e.g. the Puritan Revolution in England, the American
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Revolutionary War of Independence, the Great French Revolution beginning in
1789, etc. Citizens established their society (bourgeois society), forming the civil
law system, the taxation system, the central bank system, etc., and, moreover, they
created the concept of “nation,” and also created the political framework for modern
individualistic society. In the third stage, they performed industrial revolutions
to give economic substance for their society and established their society as the
capitalist society.

In the process of establishing capitalist society, the successful people turned
themselves into capitalists, forming the ruling class of their society (the bourgeois
class), and separated themselves off from most ordinary citizens.

In this sense, such citizens who led the religious revolutions, the bourgeois
revolutions and the industrial revolutions should be defined as the “first generation
citizens” in order to distinguish the ordinary working middle-class citizens of today.

The middle-class citizens we see today are quite different citizens in the sense of
both their derivation and their culture/characteristics. They emerged in two ways.
One is the result of class struggles of labor for higher wages, the reduction of the
labor day, the betterment of their labor conditions, etc., and the other is the result
of capitalists’ measures in the face of economic crisis to preserve the capitalist
economy, and as a result, the two ways have merged into one another to create
middle-class citizens.

As these historical processes suggest, capitalism itself inevitably creates
middle-class citizens on the one hand, whilst itself actually needing those very same
citizens on the other. They can indeed be the supporters of the market economy in the
sense of being important participants in commodity markets as the big consumers of
goods which the capitalist economy produces, in the sense of necessary participants
in the labor market through their gaining, (sometimes losing) and changing jobs,
and in the sense of being valuable sponsors for financial markets by saving even
a little money that can be invested after being deposited in financial institutions.

Middle-class citizens, whose population and powers are increasing, are becoming
the actual decision-makers of contemporary societies and nations.

They are indeed the proletariat (working-class people) in one meaning, because
they are in the position of wage or salary earners. But they are, at the same time,
the consumers of the goods and services which the capitalist economy produces, or
the supporters of the capitalist market system in the wider sense, and therefore they
appear usually to be relatively solid and stable supporters of the capitalist regime,
and as a consequence, they are inclined to accept the ideology of the upper class. The
reason why conservatism, like neo-liberalism in recent decades, is influential can
easily be seen just through this circumstance caused by the enormous population of
middle-class working citizens today. Moreover, middle-class citizens do sometimes
oppress the lower classes when such people show their intention to rise to the middle
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class. The reason is that too large a middle-class population has the potential to
harm the existing middle-class’s vested interests. The conservatism after the 1970s,
especially in the United States, can also be explained by this situation.

Thus these middle-class citizens, seen everywhere in developed economies
and in the cities of newly emerging countries, should be defined as the “second
generation citizens.”

When Middle-Class Citizens Feel Betrayed by Their Society or
Abandoned by the Regime

Insofar as middle-class citizens are the vital element of contemporary capitalist
society, if through some circumstances they should feel betrayed by their society
or abandoned by the regime, political and social conditions in the nation concerned
could develop into a serious situation. It is possible to imagine such circumstances
not only in developed nations but also in developing countries. The political changes
ofthe “Arab Spring” and the Chinese younger generation’s continual rebellions are
only a few such examples. It barely needs mentioning that the middle-class citizens’
and younger people’s resistance in contemporary European countries are sometimes
directed at guest workers and immigrants from Arabian and African countries.

The important point here is that simple acts of resistance or destructive rebellions
do not bear any useful circumstances for the future. For example, the “Arab Spring”
advanced extremely rapidly, spreading through and between nations via use of the
internet, and actually overthrew dictatorships, but after that, only left confusion
and disorder without a prospect of bringing the necessary new political visions,
programs, institutions and capable leaders. Another important point here is that,
should persuasive agitators appear in a confused and disordered society, even honest
and sensible citizens have the potential to turn into supporters of extremist political
groups. As for real historical examples, we are all well aware of the cases in Europe
in the 1920s and 1930s. Those cases suggest to us how decisive the high level
of consciousness and activities of ordinary citizens are in the process of social
revolution to avoid magnifying political disorder.

Not a few middle-class citizens today sometimes feel that the important issue
in their everyday life is the human being itself as well as nature (matching well
with “labor value theory”). But the very same people at other times feel that the
important issues in their economic activities are such things as commodities, money,
stocks, results, capital, etc. (matching well with “utility value theory”). The latter
inclination has been the important factor in explaining why middle-class citizens
actually incline to support the capitalist regime.

Not only as the historical experience of the Luddite movement teaches us but
also as the contemporary events we have seen above suggest, simple actions of
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resistance or rebellions will not create any useful outcome for the social system
in the future. In order to find a brilliant and creative view for the future of human
society, ordinary middle-class citizens themselves should abandon their “utility
value” based thinking in their economic activities as well as in their everyday
lives, and should stand firmly on “labor value” or “human value” based thinking.
For these ordinary citizens to do so, they need to experience the mountainous evils
of capitalism under some economic crisis or some other unwished-for situations,
and consider through their experiences what kind of society should be expected for
almost all people after capitalism. The process for citizens to learn to overcome the
existing social system will not be short.

In order to avoid contemporary middle-class citizens turning once more towards
fascism, the topic of how to understand the situation of middle-class citizens today
and how to understand the possibility for the middle-class working citizens to
transform themselves into a new type of citizen creating a new society is of the
utmost importance.

The New Type of Citizens Who Can Construct a New Society

What is the new type of citizens who can construct a new society after capitalism?
It might be already clear. The image of such a citizen would be an independent
person who thinks for her/himself, acts for her/himself and is responsible for her/
himself, while thinking, acting and being responsible for the whole populace and
for the wider environment. Such people are, in a sense, a reappearance of the first
generation citizens. But in another sense, that they are no more in the position of
capitalist class, such people are the successors of the second generation citizens.

Such a new type of citizen, according to our definition of the first and second
generations of citizens, should be defined as the “third generation citizens.” As
the “second generation citizens” are the denial of “those of the first generation,”
we can consider that the “third generation citizens” are the denial of “those of the
second generation,” and the denial of denial (the negation of negation) of “those
of the first generation.” The third generation citizens might hopefully be citizens
who have both high-level consciousness and the ability to participate in activities
of the social revolutionary process.

This new type of citizen has already appeared, though they do not yet form a large
part of the population. Citizens in several European countries have been continuing
movements to reduce their usual consumption as well as their ordinary labor hours
and, as a result, successfully prevent destruction of the environment and human
health. “Slow Life” and “Slow Food” movements show the same effect, and as a
consequence, citizens come to consider more deeply the “work—life balance” and the
relationship between human beings and nature through thinking about agriculture.
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Citizen power in Germany and Switzerland, for example, moved government policy
largely from expansion to abolition of nuclear power generation. It is also worth
mentioning the case of Rolland Island in Denmark. Citizens there proposed and
realized power generation from wind power, instead of from nuclear power which
the government had proposed. The significant point here is that the citizens had
been discussing this for a long time looking for a more constructive way forward
instead of simply rejecting the government proposal. Nowadays in Nippon (Japan),
even though citizens do not form lines at bus-stops, there is no disorder, because
citizens get on buses in order of arrival. Here we can find the most advanced style of
freedom with the most advanced social order. Just such citizens might be considered
to be the leading actors in creating a new social system, if they rouse themselves
in the face of economic as well as social crisis.

The new type of citizen should have a high levels of morality, culture, education
and skills. In order to realize such high-level characteristics, second generation
citizens should train themselves with a high level of consciousness and get rid of
the contradictory situation of second generation citizens. What kind of method
would help to realize this purpose? None other than the Worldwide Comprehensive
Consumption Reduction Movement would be considered as the most appropriate way.

Considering the repeated worldwide economic crises over a long period of time,
is it yet a desirable solution to come back to a newly fashioned Keynesian policy
designed to increase the consumption demand of middle-class citizens?? Is such a
policy which aims to maintain the capitalist social system still necessary for human
lives in spite of it being full of complicated problems? If not, we should start bringing
to an end such ways that only enlarge the contradictions of capitalism. Yet in this
sense, too, the Worldwide Comprehensive Consumption Reduction Movement
seems one of the most significant answers to our question.?

How Significant is the Worldwide Comprehensive Consumption
Reduction Movement?

First of all, this worldwide movement is effective in preventing over-exploitation
of nature, i.e. not only exploitation of raw materials and fuels, but also destruction
of the atmosphere and water, mountains and oceans, etc. It is effective, too, in
preventing drastic climate change. Secondly, it is favorable for the protection of
human culture including traditional arts and historical heritages from damage
through too rapid processes of material civilization. It is mostly welcomed in
protecting various types of lifestyles, food culture, human knowledge, etc., from
homogenization (for example: such American culture as Coca-Cola, hamburgers,
rock music or jeans have destroyed various types of culture in the world owing to
the ways in which the market economy has penetrated every area of the globe).
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Thirdly, it is good for human beings themselves in the prevention of overwork,
stress, professional diseases as well as obesity through the materially over-developed
capitalist civilization. As Juliet Schor suggested, this overwork has been promoted
as capitalist economy has progressed.* It is now advocated by not a few people that
human beings should return to “Slow Life” as people in the ancient and medieval
ages usually lived.

The distinguished meaning of the Worldwide Comprehensive Consumption
Reduction Strategy, however, is not limited only to the above mentioned items.
Fourthly, it is a relatively easy way to shorten or minimize the economic differentials
among individuals, areas or regions, and nations, not necessarily through the
controlled economy but just under a reasonable market economy. Fifthly, it is useful
for the developing economies/countries to lessen their perceived need to “catch up”
leading to such extravagant goals as the popularization of cars for every citizen.’
Indeed, developing countries have been worried about continuously accelerating
higher goals according to the progress of technology and increasingly expensive
equipment. Our strategy is, therefore, extraordinarily friendly for the people of
developing countries.

Moreover, this strategy has further excellent merits. Sixthly, it can be organized
just by ordinary citizens, and furthermore, it can be started whenever and wherever
they decide. Indeed this characteristic—of whoever can start or participate, whenever
and wherever—would be the predominant point in this worldwide public movement
by ordinary citizens. Seventhly, if this movement could attract a good number
of members, the real effect will widen thanks to the number of participants, and
therefore it is feasible even though each citizen’s reduction in consumption is only
slight or the strategy could not be adopted as government policy or could not get
government support. One of the most excellent characteristics of this movement
exists here.

Some Important Points for the Consumption Reduction Strategy

On the Comprehensive Consumption Reduction Strategy, even though its progressive
meaning is agreeable, some unexpected questions may be proposed. Anyhow, if one
can understand the general outline, then one should devise details as to what is the
wiser way to harmonize with the general outline. The Comprehensive Consumption
Reduction Strategy, of course, would be available for contemporary human beings
insofar as it would be carried out with some indispensable conditions.

In the first place, it is very important to manage this movement carefully, so as
not to destroy the circular flow of economy. Given the extraordinarily large ratio
of ordinary people’s consumption affecting the whole national economy, a radical
reduction of consumption will inevitably cause a decline of economic activities and
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damage not only to the corporations but also to the consumers, especially the lower
strata of society. Some conflicts might inevitably accompany us during the process
of practicing this strategy. Unfortunately it may sometimes cause such unexpected
results as working people losing their jobs and/or some small businesses going
bankrupt affected somewhat by the decline of mass consumption. So we have to
make up our mind to confront such problems. As many events in world history
suggest, to revolutionize the world is almost always very hard work for the people.
Therefore it would be desirable to adopt low intensive strategies that would not be
so destructive for lower income groups and small businesses to ensure these would
not be damaged by our movement. Needless to say, it would also be desirable that
some low intensive policies, such as not abruptly cutting off economic growth, are
introduced in the developing countries. It would be very important, too, to reserve
some space where the adjustment policies can be carried out. Even though the
pace of consumption reduction seems to proceed too slowly, the movement must
be pressed forward steadily.

Secondly, on the movement of cutting down the consumption level, it is very
important to start in the developed countries in advance. As discussed above, almost
all responsibility for activities destructive of nature, society and human beings
are themselves owing to the people as well as political and business leaders and
media in the developed countries, because they themselves have been and are
now benefiting from such a world system as capitalist market economy. If one can
recognize it, it would just be required that not only the leaders but also ordinary
citizens living in the developed societies would pay off their responsibility first in
the process of realizing our strategy. A good example to refer to here is the Kyoto
Protocol of 1997 which arranged for the reduction of discharge for carbonic acid
and some other gasses, i.e. the reduction of 8 percent of such gasses for the EU,
7 percent for the United States, and 6 percent for Nippon (Japan). Just like this
example, the reduction policy of a certain percentage of consumption should be
arranged among the developed nations in the near future, and along with this policy
the project of economic development with consumption-restrained growth should
be introduced for the developing countries. By the way, such a trading business as
emissions trading recognized in the Kyoto Protocol should never be accepted in the
international agreement proposed here, because our proposition for consumption
reduction would be expected, too, to be a mild project for reducing national income
as well as national consumption as a whole. Any sacrifice in the working and
people’s daily living conditions in the developing countries would be strictly rejected
in this project, even if it seems an easy way to approach our goal. As for the detailed
investigations into the various ways of reducing comprehensive consumption, a
large number of unexpected effects of citizen’s consumption reduction and the
counter-effects of this measure, will all be big tasks for us from now on.

WRPE  Produced and distributed by Pluto Journals www.plutojournals.com/wrpe/

WRPE 4-1b text 32 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

ON THE SO-CALLED “MIDDLE-CLASS CITIZENS” 33

Thirdly, as we can understand easily by looking at what is going on now in
the economic field, it is remarkably important, too, that the Comprehensive
Consumption Reduction Strategy should be connected with a policy to control
financial institutions, of course including various types of investment “funds” or
hedge “funds” as well as governmental “funds.” Besides, this control would be
only effective as far as it would be practiced globally. As discussed above, the
money thrown into financial gambles today has derived from excess capital which
is the very product of over-capacity of production. We should recognize the fact
that the amount of money daily invested and withdrawn in speculation is now as
large as one hundred times the money in the real economy. Therefore it is a strong
probability that the excess money which results from our strategy would be used for
financial games, unless these are restricted and controlled severely. As the amount
of'excess money is already extraordinarily large, the control of financial institutions
is definitely vital insofar as we expect to restrict and control such excess money as
a resource to be thrown into financial gambling. Moreover, according to the news,
many “hedge funds” survive and continue their businesses thanks to governmental
relief subsidies after only one year since the Lehman Brothers bankruptcy shock
in 2008. Considering such vitality to revive in only a short period and such energy
to move and act everywhere in the world, the task to control financial institutions
will be one of the most important in leading our strategy to success.

Finally, it is extraordinarily essential for this strategy, too, to oppose any types of
wars, invasions, military conflicts and also the production of weapons even if there
are reasons to attack enemies. No one would deny the tragic course of promoting
wars or local conflicts as well as the accumulation of weapons if one remembers
the process of overcoming the 1930s Great Depression. As is well known, the
Great Depression was overcome neither through the New Deal measures nor “bloc”
construction but an enormous new World War. The fact suggests how new wars
and/or mass consumption of weapons, i.e. such external factors for the economy
as warfare, are decisive in getting over economic problems. In order not to allow
the production and consumption of weapons for any kind of warfare as a way out
instead of mass consumption by ordinary people, it will be essential to oppose any
kind of warfare.

Conclusion: A Kind of “School” for the Ordinary Citizens Today to
Study to Become the Third Generation of Citizens

Given the number of people’s movements in the world today, such as the “Occupy
Movements” in the United States, resistance in European countries caused by the
euro crisis or guest workers’ problems, the uprisings in Arab countries, the protest
activities by young workers in China, we can find, on the one hand, some signs
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favorable to the change of the current social system to another type of system. But,
on the other hand, at the same time we may find there is only a slight possibility for
such movements to revolutionize the capitalist system. Not only that, there does
remain the anxiety that some movements can also have dangerous possibilities
which draw toward some extremist movements such as fascism, if agitators were
to appear and form links with the angry people.

Given also that contemporary global capitalism has an extreme tendency towards
financial capitalism in the developed countries on the one hand, and has become
a global system exploiting the world’s poor for developed countries on the other,
these circumstances indicate that this is the time to revolutionize capitalism into a
different system.

Given these two conditions, we can realize some important issues. First of all,
such people that can certainly revolutionize the capitalist system into a completely
different one are those with a wide and deep understanding of the contradictions
of the capitalist system, not those who are just manual laborers.

Secondly, such people with a wide and deep knowledge of the contradictions of the
capitalist system are those who are working for and serving the capitalist economy
on the one hand, whilst relying and supporting market systems (commaodity, labor
as well as financial markets) on the other, by consuming goods and services that the
capitalist system produces (commodity market), by gaining, losing and changing
jobs (labor market), and by providing operating funds for investment banking by
purchasing and selling financial commodities investing the small amounts of money
each of them has (financial market).

Thirdly, when such people who rely on and support the capitalist system get
angry feeling they are betrayed by the very social system at times of recession or
economic crisis, the possibility that they will transform themselves into activists
for an alternative social system is rather slim, with the majority inclining towards
simple acts of rebellion. The possibility of being drawn towards extremist repulsion
like fascism just exists here.

Fourthly, therefore the steady, honest, continual day-to-day movement for
changing capitalist society by such working citizens has a distinctly important
meaning today.

Finally, the way for the working middle-class citizens to develop into actual
reformists is to be found in the widespread citizens’ movements. And such
experiences might be supposed to lead working citizens to become constructors of
a new social system, rather than some kind of fascist way.

As for the Comprehensive Consumption Reduction Movement, it must have, in
addition to a number of features which we have discussed, distinguishing charac-
teristics as a new type of wide-ranging people’s movement, i.e. it will inevitably
accompany the movement for the overall restriction and control of financial
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institutions on the one hand, and the widespread peace and anti-war movement on
the other. Needless to say, the task of overall restriction and control of financial
institutions is the most recent urgent worldwide task, and the task of peace and
anti-war has been and still is the ultimate worldwide task of human kind. It is in the
sense that it contains within itself both of these urgent and ultimate tasks that this
movement has the distinguishing characteristics as the movement most likely to
revolutionize the world economic system since capitalist economy began. Besides,
the Comprehensive Consumption Reduction Strategy will have to be practiced
mainly by a broad people’s movement, being one that anybody can start, join and
promote at any time and everywhere in the world. Therefore no other new movement
will be more essential for citizens in the world in the near future.

Furthermore, thanks to these abundant significances, this movement can be seen
as a kind of “school” for each ordinary citizen to learn how individual citizens should
behave with consideration for the whole of society as well as the whole of the nature.

Notes

1. Investigating the cases in the developed capitalist countries, we find that the materially wealthy
lives of ordinary people as well as the activities of huge industrial and financial corporations let the
developed countries become the actual rulers or the actual subordinate rulers of human-kind on the
earth today. As for the United States, not only the political leaders, business leaders and influential
mass media, but also the “middle-class citizens” in this country, too, are now actually dominating
(or at least supporters of) the contemporary world economic and political systems and culture. The
number of American middle-class citizens is only less than 3 percent of the world’s population,
they have been enjoying high and increasing levels of material well-being, with the cooperation
of subordinate partners such as Western European and Nipponese (Japanese) middle-class citizens
(and moreover including the relatively wealthy people in Asia’s newly emerging countries), and they
also are increasingly wasting natural resources, disrupting the natural environment and exacerbating
poverty among people in underdeveloped countries. They are gaining mountainous benefits from
all over the world in a double sense: getting products and resources on the one hand, and getting
money as the foreign investment flows into the US (especially US Treasury Bonds), etc. on the other.
This situation might be exceedingly fortunate for them. Therefore they tend to be conservative, and
furthermore they tend to be chauvinistic in protecting such a fortunate situation, when their individual
and/or national identities are attacked by unexpected threats.

2. The principal origin of contemporary depression is, no doubt, a result of an over-inclination to
expanding reproduction since the end of WWII. After Keynesian policy was taken to be a President’s
Economics in the United States, mass consumption turned into a virtue instead of a vice. And
according to this point of economic view, mass production, mass sales, mass consumption, and
mass dumping in the last few decades have been regarded as normal activities for contemporary
economic life. Moreover under this expansionist point of view, the pursuance for more money and/
or more profit came to be normal activities for contemporary economic life, too. Furthermore, it
became normal for every economic problem to be solved by expansion of the economic pie.

3. About my original proposal, see Setooka Hiroshi (2009) and (2008).

4. As for this issue, see Juliet B. Schor (1992) and (1998), and additionally refer to Jill Andresky Fraser
(2001).

5. The pursuance of unsuitably high levels of living standards as well as unsuitably high levels of
productive capacity is not only harmful to the preservation of nature but problematic to keeping
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normal national identity. For example, Nipponese (Japanese) people as well as business enterprises
rely too much upon imports not only to continue business activities but also to sustain everyday
high standards of living of the people, and upon exports, too, to get money to buy everything from
raw materials for the industry to daily consumption goods for the people. Just exactly this situation
forces Nippon (Japan) not to be able to refuse the intolerable US requests. For a more complete
discussion, see Setooka Hiroshi (2004), (2005¢), and (2007b).
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Abstract: The article reviews Althusser’s Philosophy of the Encounter, examining in turn the
problem of the Epistemological Break and the idea of matérialisme aléatoire. It looks at Althusser’s
critique of the concept of commodity fetishism and suggests a possible response. It goes on
to situate the matérialisme aléatoire in the context of the history of atomism with particular
reference to the work of Boltzmann. It provides a possible technique of both rejecting teleology
whilst retaining the arrow of time.

Key words: Althusser; commodity fetishism; randomness

Introduction

I read with growing enthusiasm Althusser’s Philosophy of the Encounter with the
introduction by Goshgarian (Althusser, Matheron, and O. Corpet 2006). I could not
recommend the book more strongly than I do. It is the work of a Marxist philosopher
of tremendous intellectual rigor and insight. It really makes you think carefully about
things that you may have taken for granted before. The long introduction situates
the new book with respect to Althusser’s earlier work going back to his book on
Montesquieu in the late 1950s. The book is collected from notes and unpublished
letters that were put together after the death of the noted political philosopher. If a
book like this can be said to have an underlying theme it is about what the translator
has termed aleatory materialism.

For my part [ hate Goshgarian’s translation of aléatoire as aleatory which is
not a normal English usage. Anyone with a scientific background would translate
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it as something like random or stochastic, since that is the terminology that the
English speaking scientific community uses for the philosophical concept Althusser
is discussing. Quibbles about translation aside, and translation of this work was
no mean feat since the French philosopher’s notes contain numerous quotations
from other languages with Althusser’s own translations of these into French, the
book is absolutely fascinating. It struck me that it would be of great interest to
compare Althusser’s matérialisme aléatoire to the work of 20th century scientists
who grappled in their own fields with some of the issues that Althusser concerns
himself: the stochastic concept in the work of Heisenberg, the problem of the origins
of structure in Kauffman’s writings, the implicit critique of the Hegelian method
provided by the failure of Hilbert and Russell’s formalist project.

Goshgarian’s introduction has a very provocative analysis of Althusser’s theory of
the nature of the state and its role in his critique of Euro-communism. It may provide
a critique of the approach of the modern Communist Party of Great Britain which,
from this theoretical framework, can be seen as a continuation of the theoretical
assumptions of Euro-communism. The political conclusions of Althusser’s book
are of the utmost importance to the current European conjuncture.

More generally in these, his last writings, Althusser was concerned to point out
the limits of Marx’s thought. Limits that he believed had to be crossed if Marxism
was to escape from the crisis that he saw engulfing it. These limits of Marxist
thought were particularly at the level of the theorization of the state and of ideology,
inadequate theories of which were being used to justify the reformist course of the
Communist Parties. In “Marx and His Limits” Althusser touches on the limitations of
the theory of commodity fetishism but the philosopher is more generally concerned
with how to construct a theory of ideology as it relates to the class struggle. He says
that it is easy to see that there is a relation here, but how does it operate, how are
class-specific ideologies produced, and how do these ideologies control people?
In particular he is very critical of attempts to see these ideologies as operating just
in the domain of ideas, emphasizing the existence of state ideological machinery
that ideologizes people.

Althusser asks how to theorize the nature of the state machine and its role in
the reproduction of bourgeois domination. What he is concerned to point out is
not that Marx and Lenin are wrong, but that all they give us is a few terms and
ideas which have not been worked into a coherent theory of how the state operates
in the class struggle. You have to think of the specific form of self organization
of societies based on exploitation. The question here is how do they reproduce
themselves and how does the state function to ensure that reproduction which
at is the same time a reproduction of relations of domination and subordination?
This theoretical inadequacy means that their successors are unable to adequately
theorize the conditions of class struggle either in the Soviet Union or in states like
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France or Italy. Althusser suggests that Lenin and Marx had intuitions about this
which went further than they explicitly explained, intuitions that are revealed in
the particular choice of metaphors that they insisted on using. He is concerned to
tease out why Lenin and Marx were so definite in calling the state a “machine.”
What does this mean in the context of Marx’s analysis of what machines are (the
analysis of machines presented in Capital on modern industrial mechanization)?

What Break?

In The Philosophy of the Encounter, texts dating from the late 1970s and early
80s, he somewhat modifies his original position on the epistemological break. He
now says that there were relict Hegelian idealist strands in Marx as late as Capital.
Commodity fetishism is cited as being a Feuerbachian hangover, a very explicit
and possibly ironic application of Feuerbach’s theory of religion to the commodity.

Althusser says that the first break from idealism in Marx was towards Feuerbach
whose materialism was not yet a causal one, and retained strong idealist themes, in
particular the Feuerbachian theory of alienation.

Yes, there is plainly something like a “rupture” or “break”, hence a “moment” that
does not resemble the preceding ones. Marx no doubt believed that he had reached
his goal, so self-confident does he seem if not in the “Theses on Feuerbach” (yet
another text that he did not publish), then at least in The German Ideology, which
blithely announces the end of philosophy and a return to “things themselves”, to
factual, visible, tangible things, to individuals (but not to persons!), even while
confecting a hallucinatory, albeit interesting, materialist philosophy of history.
Marx thought that he had reached his goal; who can fail to understand him? Yet
his labours were just beginning. (Althusser et al. 2006: 29)

The shift to seeing the epistemological break as being gradual is realistic.
Having looked at Althusser’s idea of matérialisme aléatoire it occurred to me that
instead of relying on old Lucretius’s second hand account of Epicurus’s now lost
works, Althusser would have been better to rely on the modern Atomists. I got out
Heisenberg’s Physics and Philosophy. In the second chapter of this he gives an
account of the historical birth of the quantum theory and the long period that elapsed
between Planck’s initial work on the black body radiation in 1895 through Einstein’s
introduction of the idea of the photon in 1905 to the matrix and wave mechanics of
the mid 20s up to the synthesis of these in the late 20s. We are talking here of a 30
year period for the epistemological break between classical and quantum mechanics
during which a half dozen or so of the brightest minds in the world worked on the
problem collectively. Heisenberg recounts that in the early 20s they had hybrid ideas
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mixing a bit of quantum with a bit of the classical continuum, which were still a
scientific advance but were far from being fully worked out.

The Bohr atom with electrons in actual orbits was an advance, but it retained
Newtonian forms of thought: electrons as planets, the nucleus as a sun. It could
not account for the great stability of atoms under collision. Two solar systems
approaching one another would be completely disrupted but atoms bounce off one
another unharmed.

It is a mistake to expect Marx, working without the active collaboration of other
theorists, to have completely worked out a consistent framework in his own life.
What you were bound to get is a gradual process in which things became more and
more worked out as time went on. You can see the same thing in Darwin. After the
explicit break with the Lamarkian concept of evolution of acquired characteristics
in the Origin of the Species, one sees the old concept of acquired characteristics
resurface from time to time in the Descent of Man or in the Expression of the
Emotions. Without a theory of genetics like that developed by Mendel, the old idea
of evolution through acquired characteristics retained its appeal. Dawkins’ (2010:
158) demonstration of the logical inconsistency of the Lamarkian model is easy to
see after DNA but was not originally so evident.

Rejection of the Hegelian content of Marx was a key point of Althusser’s writings
in the 1960s (Althusser and Balibar 1970). He continues to reject Hegelianism in
the 80s but says that Marx had not completely broken from Hegelian idealism even
in writing Capital. Capital retains both Feuerbachian and Hegelian themes. He
claims that this still contains both a Hegelian strand and an underground materialist
or Epicurean strand. I am a-priori sympathetic to this. The Hegelian elements are
quite evident in Capital, and the poverty of the Hegelian presumption was recently
summarized by Chaitin’s aphorism that you cannot get two kilos of theorems from
one kilo of axioms. New content requires new information, and new information
if Shannon (1948) is right is random, hence in Althusser’s terminology aléatoire.

Science and the Hegelian method

There is an interesting discussion of why Marx structured Capital the way he did
with a progression from the abstract to the concrete starting with the commodity
and value and then progressing via surplus value, etc. He goes into the issue of the
contrast between the Hegelian mode of exposition of these chapters and the concrete
historical accounts of the process of primitive accumulation.

His basic point is that the actual generation of capitalism is something contingent,
something produced by an actual material history described in the chapters on
primitive accumulation. This, Althusser says, is a rather different approach from
that presented in the chapter on the commodity.
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Althusser asks why Marx does more than just flirt with Hegelian modes of
expression, but presents his entire initial argument with a Hegelian structure. The
mere fact that Bakunin had recently given him a copy of Hegel’s Logic may be
relevant but is not an adequate explanation.

The first section (the section containing the “flirt” with Hegel) was rewritten a
good dozen times, because Marx felt the need for a “scientific” beginning, and
had a “certain” idea as to what such a beginning should look like. It was a rather
unhappy idea, unhappily for us, unless we have the courage and also the means
to say that this Idea of the beginning is untenable, and even prevents Capital
from producing all the effects it might be expected to. (Althusser et al. 2006: 31)

...the same idealism haunts Capital itself, in an infinitely more subtle form...
Marx believed that he was duty-bound, as a good “semi-Hegelian” that is to
say, a Hegelian “inverted” into the materialist he was to broach, in a discipline
of a scientific nature, the purely philosophical problem of the beginning of a
philosophical work. A misconception of this sort is understandable.

It is no accident that Marx rewrote Book I, Section I, the beginning of Capital,
a dozen times or more; that he was determined to begin with that which was
“simplest” and with the “abstract”, namely, the commodity, and therefore with
value; that he therefore set himself the task of beginning with the abstraction of
value, something that lent his demonstrations impressive force, but, at the same
time, situated them in the “framework” of a theoretical field that proved problematic
as soon as it was a question of “deducing” money, capitalist exploitation, and
the rest. Not to mention that which is presupposed by the abstraction of value,
“abstract labour”, namely, the existence of a homogeneous field ruled by because
it has already triumphed the equivalence of socially necessary labour-times in
any equation of value whatsoever (x commodity A =y commodity B). For this
equivalence is in reality merely tendential, whereas, in order to reason in the
rigorous form that he adopted, or had to adopt, Marx sets out from it as if it were
a given: not the result of a terribly complicated historical process, but, as it were,
the “simplest” original state. (Althusser et al. 2006: 39)

Here we have the same sort of presentation process that occurs in the Logic,
with its deduction of being from nothingness, and becoming from the contradiction
between the two. At the beginning in Hegel this has a certain plausibility but as the
argument proceeds, as he gets to the derivation of “ought.” I for one felt, reading
Hegel as an undergraduate, that this was all a conjuring trick. He was sneaking
already formed presuppositions and concepts into the argument rather than deriving
them. This essentially is what Althusser says of Marx’s form of presentation. It
only works to the extent that he brings in real historical forms which have their
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own material history, their own information content, into the argument. Althusser
contrasts this form of presentation at the start with the chapters on the working
day and primitive accumulation which present the real histories of the forms
being discussed.

If we look at the history of mathematics, and if any domain would seem suited to
the logical self development of ideas it is maths, we can see how a method analogous
to that of Hegel came to grief. The formalist project of Russell and Hilbert came to
grief first in set theory' and then in Turing’s (1937) paper on the decision problem.
The project had aimed to found mathematics on logic and Hilbert had asked for a
mechanical procedure by which the truth or falsity of a mathematical theorem could
be determined. If a theorem could be proven true, then you demonstrate that it can be
derived from axioms using valid rules of inference. So if you could discover such a
mechanical method for checking arbitrary theorems, you would have demonstrated
that all of maths could be logically deduced from a collection of founding axioms.

Turing showed that no such proof decision process can exist. He did it by taking
the term “mechanical procedure” and designing a general purpose “universal”
computer that could perform any calculation that a human mathematician could do.
He then demonstrated that the assumption that such a mechanical proof procedure
could exist would lead to a contradiction analogous to Russell’s paradox. It thus
follows that even in mathematics, the project of a complete and logical development
of the system falls down.? The basic reason is that you cannot get more out of an
axiomatic system than you put in: Chaitin’s aphorism: “You cannot get two kilos
of results from one kilo of axioms.”

Advocates of “dialectical logic” may say that this is just a restriction of formal
logic, dialectical logic does allow you to derive more than you start out with. Well
the reason why formal logic is different is that it is specified precisely enough to
allow machine checking. A human dialectician is free to engage in all sorts of
rhetorical sleights of hand, importing hidden assumptions without needing to give
any justification for them. The great advantage of a mechanizable formalism is that
it excludes such verbal conjuring tricks.

Example: commodity fetishism

Althusser critiques the theory of commodity fetishism as being inadequate to
its assigned task of explaining the illusions of the economists. These, Althusser
says, must be sought in the ideological class struggle and cannot be understood
on the basis that Marx has so far introduced into the book when he mentions
commodity fetishism.

the relation of the producers to the sum total of their own labour is presented
to them as a social relation, existing not between themselves, but between the
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products of their labour. This is the reason why the products of labour become
commodities, social things whose qualities are at the same time perceptible and
imperceptible by the senses. In the same way the light from an object is perceived
by us not as the subjective excitation of our optic nerve, but as the objective form
of something outside the eye itself. But, in the act of seeing, there is at all events,
an actual passage of light from one thing to another, from the external object to
the eye. There is a physical relation between physical things. But it is different
with commodities. There, the existence of the things qua commodities, and the
value relation between the products of labour which stamps them as commodities,
have absolutely no connection with their physical properties and with the material
relations arising therefrom. There it is a definite social relation between men,
that assumes, in their eyes, the fantastic form of a relation between things. In
order, therefore, to find an analogy, we must have recourse to the mist-enveloped
regions of the religious world. In that world the productions of the human brain
appear as independent beings endowed with life, and entering into relation both
with one another and the human race. So it is in the world of commodities with
the products of men’s hands. This I call the Fetishism which attaches itself to
the products of labour, so soon as they are produced as commodities, and which
is therefore inseparable from the production of commodities.

This Fetishism of commodities has its origin, as the foregoing analysis has
already shown, in the peculiar social character of the labour that produces them.
(Marx 1954 [1887])

The “foregoing analysis” mentioned by Marx is the analysis of the commodity,
it is not specifically an analysis of capitalist production. Up until then he is using
ideas that apply to all forms of commodity production and the examples of types
of labor he chooses are as much artisanal as industrial. As such it does not touch on
the issues that he tried to analyze some years earlier in his working notes in terms
of alienation. But note that the Grundrisse and the Economic and Philosophical
Manuscripts are just that: unpublished manuscripts. Unpublished because Marx
knew their analysis was not adequate. They were part of his thought process as he
struggled towards science. They are much more marked by idealism than his later
work. As such they have a particular appeal to some modern readers who recognize
in these works a certain “obviousness” that speaks to a shared set of idealist modes
of thought.

In these the laborer alienates his product in the sense spoke of by Smith, i.e. the
idea deriving from commercial law to refer to the sale of property. But this sense
is rather different from the meaning that Entfremdung has by the time it arrives in
the Grundrisse. There it has gone from being a Scots commercial law term used
by Adam Smith, to being given an idealist philosophical gloss in Hegel after his
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reading of Smith, and then becoming used by Feuerbach in his theory of religion,
to being applied by Marx in his first attempt to understand capitalist exploitation.

By the time Capital is written he has a scientific theory of exploitation, the
theory of surplus labor time and does not rely on the concept of alienation since
this is open to confusion between exploitative and non exploitative relations. An
independent shoemaker alienates the shoes he sews in return for silver, but this is
an equivalent exchange in which there is no exploitation. The fact that the value
of shoes in terms of silver is indirectly caused by the relative quantities of labor in
the two commodities is hidden from the participants in the exchange. The worth
of the two commodities now seems something inherent in them rather than being
a projection onto them of the division of social labor. This is what Marx labels
fetishism. The social relation that gives rise to it is the existence of a multiplicity
of independent units of production engaged in a social division of labor. The same
obscurity exists whether these units of production are slave latifundia in Brazil, the
private peasant farms of Massachusetts, or Manchester cotton factories. These are
three different economic forms with quite different class relations.

So when Marx talks of the “relation of the producers to the sum total of their
own labour,” what kind of producer is he referring to?

If it is a private farmer or artisan who sells their own product, then the idea
makes some kind of sense. But a slave under the lash was never confronted with
the product of her labor as a commodity. Only her owner knew the sugarcane as a
commodity, and to him, slave and sugar were both commodities. A similar argument
could be applied to the wretched operatives in Manchester mills. At this stage of
the argument in Capital, before the examination of any relations of production and
exploitation Marx can only deploy the “producers” as a philosophical abstraction, a
placeholder for the subject of idealist philosophy. The antimony between relations
between men and relations between things on which the theory is based is just a
dressed up way of counter-posing inter-subjective relations to relations between
objects. It is not surprising that the theory is as impoverished as this because all he
has are philosophical categories not historically constituted agents within definite
class relations.

The idea that the use of the theory of commodity fetishism was an ironic use of the
theory of alienation is an interesting one. Of course it could not have been intended
as an ironic reference to what Marx himself had deployed as a theory of alienation in
what were posthumously published as the Economic and Philosophical Manuscripts,
because he had regarded these as early explorations not worth publishing. So if it
was an ironic reference to his own theory of alienation, nobody would have got
the irony until, long after his death, these documents were published. We must
remember that Marx did not publish any theory of alienation.

WORLD REVIEW OF PoLiTicAL EcoNOMY  VoL. 4 No.1 SpriING 2013

WRPE 4-1b text 45 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

46 PAUL COCKSHOTT

If it was an ironic reference, it was an ironic reference to Feuerbach’s theory of
religion in which man’s real activity gets an alienated expression in the life of the
gods and saints up in the clouds. Feuerbach’s theory was very well known and the
reference to it would have been picked up by educated German readers, hence the
explicit use of a term from the critical analysis of religion: fetish, and the explicit
statement: “In order, therefore, to find an analogy, we must have recourse to the
mist-enveloped regions of the religious world.” So he is being pretty explicit that
he is ironically applying Feuerbach’s theory of religion here.

Now the problem according to Althusser is that this theory of fetishism, which is
derived from Feuerbach, is not up to the job that Marx wants to use if for: explaining
the illusions of the political economists.

If for example a mercantilist economist sees gold as the innate substance of
value then at first sight this will pass as an example of commodity fetishism. But
the weakness of this is that the illusions of the mercantilists did not arise from
the economic relations that Marx has so far analyzed in Chapter 1 of Capital. To
understand the mercantilists this is far from enough. You have to approach these
ideas as class ideologies expressing definite class interests arising from a definite
mode of appropriation of a surplus product via international trade. All of these
are much more complex relations than are being presented in Chapter 1. They
are, indeed, relations even more complex than anything analyzed in the whole
of Capital since the book has no theory of international trade. In the logic of the
development of Capital, it comes in the section on commodities before the very
possibility of exploitation has been discussed. Althusser’s point is that this is the
wrong point at which to try to introduce a theory of economic ideology since the
material basis for the ideology in class conflict has yet to be introduced. The really
detailed examination of bourgeois economic ideology is not the few remarks on
commodity fetishism but the three volumes of the Theories of Surplus Value. In
this Marx is pretty explicit that the post Ricardo Political Economists are carrying
out crude propaganda for vested interests, and are rejecting the insights of Smith
and Ricardo because they are afraid of the class implications of this. He attributes
the difference to Smith writing at a time when the class struggle of the proletariat
was not yet a threat to the propertied classes.

Althusser’s point is that the theory of commodity fetishism is far too slender a
basis to support a theory about bourgeois economic ideology. It only says things
about what is confusing about all commodity production in general, the difficulty
of discerning the real cause of exchange value. The occult nature of the source of
value was like the occult nature of heat until the kinetic theory. It was not until Ibn
Khaldun in the 14th century that labor was identified as the source of value. But by
the early stages of industrial capitalism the labor theory of value was well known
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and started to be used by advocates of the workers movement. At this point the
bourgeois economists took fright and abandoned their previous scientific insights.

Something else to fill the space

Althusser says that the theory of fetishism comes too early in Capital. But if we
now approach the place which the theory of commodity fetishism stands, approach
it from the position we arrived at after reading all of Capital, and indeed after all of
the development of Marxian economic thought since then, we can say something.
We can say something that is rather more than an allusion to Feuerbach’s theory
of religion.

Consider the reproduction schemes in the 2nd volume of Capital which relate to
the reproduction process of the aggregate social capital.

The total product, and therefore the total production, of society may be divided
into two major departments:

I. Means of Production, commodities having a form in which they must, or at
least may, pass into productive consumption.

II. Articles of Consumption, commodities having a form in which they pass into
the individual consumption of the capitalist and the working class. (Marx and
Engels 1974: Chapter XX.II, The Two Departments of Social Production)

From this categorization he goes on to form a pair of equations that are what would
now be considered a form of national accounting. The figures are, he says, millions
of marks, francs, or pounds sterling.

L. 4,000c + 1,000v + 1,000s = 6,000 means of production
I1. 2,000c + 500v + 500s = 3,000 articles of consumption.

So the second equation says that the money price of the output of articles of
consumption is £3,000,000,000. This is probably an order of magnitude too high
for the UK GNP at the time (Deane 1968), but it is the structure not the figures that
are important. Consider these £3 billion of consumer goods. That total price hides
what stands behind it. It hides the fact that the value is comprised of three parts
corresponding to value passed on from the means of production, value created by
the necessary labor time and value created by the surplus labor time. In the price
of these commodities:

1. The fact that the value originates in labor at all is effaced.

2. The fact that this labor occurred under exploitative conditions is effaced. The
buyers of consumer goods cannot tell from the price they pay how the working
day was divided, by how much the producers of the goods were exploited.
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3. The fact that part of the value is passed on from means of production. This
passing-on signifies both the overall structure of social reproduction (the 2,000¢c
is the net output of department I), and that the production is carried out under
capitalist conditions since it is the ownership of this £2,000,000,000 of means
of production by the capitalist class that enables them to enforce production
under exploitative conditions.

In addition, in the formation of a sum, the parts that make it are mixed up and
hidden. So in the prices, the actual social conditions of production the actual material
conditions of production are hidden.

If we go from the simple division into two departments for national accounts then
the obfuscation becomes much worse. Inspired by Marx’s reproduction schemes and
by the practical exigencies of economic planning economists like Leontief realized
that such reproduction schemes could be split up into much more detailed tables
splitting the component ¢ in Marx’s tables into dozens or hundreds of components:
the inputs from dozens of different industries, electricity, steel, road transport, rail
transport, etc. From this standpoint we see that commodity prices hide an enormous
amount of information. In the price of a commodity the value of the dozens of
different types of raw material and production equipment that are required to make
it are obscured.

It is on this structure of flows of means of production between industries that the
coherence of the entire system of social reproduction depends. Within each means
of production price again, there are components representing surplus and necessary
labor time, and components representing yet more indirect inputs. The network
of interconnections ramifies until, as Sraffa (1960) showed, every commodity in
department I (his basic sector) depends on the labor expended to produce every
other commodity in department I. Then every consumer good also depends on every
subbranch of the division of labor in department 1.

All of this is hidden in the price of shoes, microwave ovens, and washing-up
liquid. All the purchaser is aware of is the monetary cost. Since every commodity
can be bought by money, it appears to the purchaser that access to money is the
key to everything, and that the real cost of things is money. But the whole notion of
cost, so inextricably linked with commodities and their monetary purchase, effaces
and dramatically over-simplifies the reality of social reproduction. Money is a
scalar: it has only extension, no structure. The social division of labor in contrast
is a network, highly structured and interdependent. The social division of labor
receives representation in money prices, but that form of representation is a radically
degraded one. It is in literal mathematical terms a projection, an image of a higher
dimensional space represented on a sub-manifold. And as Escher’s engravings (Forty
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2003) and Figure 1 show us, when you project a higher dimensional space onto a
lower dimensional one, there are limitless possibilities for illusion.

Figure1 When animage of a higher dimensional space is projected into a lower dimensional
space, the impossible can seem possible. The illusions of money come from the projection
of the higher dimensional space of social reproduction relations onto the lower dimensional
space of prices

The economists claim that the price system is a signaling system, that it transmits the
information necessary to coordinate the economy and creates, in its self adjustment,
the best of all possible worlds. This illusion is sustained by the fact that changes
are normally small, slight, and gradual. Within the context of gradual change, the
fluidity of and metamorphosis of human labor, supports, for a while, the illusion
that money is the universal equivalent. But the information that is lost in money
prices, the interdependencies between branches of the division of labor that are
obscured in them, eventually make themselves felt in economic crises. Since no
scalar measure can ever be “equivalent” to, or describe a network, monetary illusions
must periodically break down.

When change must be rapid, for example in war, the whole illusion of a self
regulating autonomous monetary economy becomes impossible. The state has to
substitute an economy in kind, has to grapple with the real flows of use-values and
the real division of labor upon which the structure of production depends. This was
pointed out by Neurath (1919) who saw in this “natural economy” an alternative
to commodity production.
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His insight brought a furious response from Mises and other advocates of the
market economy (Hayek 1955; Mises 1935). One needs no great insight to see the
motivation for this response. The idea that there was an alternative to monetary
economy was politically dangerous in the post World War I period when there
seemed to be a real threat that Communist or Social Democrat governments might
try to replace the market system with a planned “in kind” economy. The ideology of
Hayek and Mises is politically motivated but complex and sophisticated. Probably
only a few of the political leaders who now follow their doctrines have read them
in the original, but the ideology is propagated in popularized form by front groups
like the Mont Pelerin Society, the Institute for Economic Affairs, the Adam Smith
Institute. The illusions about monetary calculation being an appropriate way of
thinking through the problems of national or continental economies take hold on
politicians both as a result of this propaganda, and because the position of an
individual non-state agent in the economy constantly reinforces these illusions. As
individuals we are all constrained by money so it is easy to transfer this learned
pattern onto the situation of the state or society as a whole.

Epicurus and the Critique of Teleology

We wish thee also well aware of this:
The atoms, as their own weight bears them down
Plumb through the void, at scarce determined times,
In scarce determined places, from their course
Decline a little call it, so to speak,
Mere changed trend. For were it not their wont
Thus wise to swerve, down would they fall, each one,
Like drops of rain, through the unbottomed void;
And then collisions ne’er could be nor blows
Among the primal elements; and thus
Nature would never have created aught

(Titus Lucretius Carus (1952) [SOBC]: Book II)

Althusser’s critical position towards teleology was long standing. In Philosophy of
the Encounter he develops it further by advancing an alternative view of history, the
stochastic materialism, that emphasizes the radical contingency of events and the
impossibility of understanding the past in a “future anterior” tense. This turn on his
part takes him into some very deep questions that have been intensively discussed
by scientists and philosophers of science since the late 19th century. We all approach
questions in a manner shaped by our prior intellectual context, and as a philosopher
Althusser traces this matérialisme aléatoire down through the history of philosophy
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from the Greek atomist Epicurus through Machiavelli, Spinoza and Hobbes to Marx.
He starts with Epicurus, the atoms falling in the void, and the “swerve.”

In the beginning were the atoms falling in the void and then ever so slightly
they swerve, jostle, collide and stick together and from these chance encounters
comes the world. No aim, no purpose, just the play of chance and fortune produce
the world we know.

This ancient view seems familiar. The modern view of atoms flying out from
a big bang, with symmetry broken by quantum fluctuations and the subsequent
seeding of the galaxies from these slight variations in density and velocity is not
so different. Again contingency, randomness in the initial conditions, produces the
vastest of effects, our whole Earth a side effect of the throw of the cosmic dice.

Opposition to atomism

It is easy now to forget how recently science returned to this atomist view. Although
atomism was accepted in Maxwell and Boltzmann’s theories of heat, a large part of
the scientific community remained skeptical about the existence of atoms. Positivist
philosophers like Mach denied that atoms really existed:

In his period any attempt at all to account macroscopic phenomena in terms of
underlying microscopic process was regarded as suspicious. Some physicists and
chemists began in search of atomic explanations, while theologically oriented
philosophers and positivists dug into preserve their concepts of that atoms were
not really real. Those advocating the concept of atoms were labeled materialists
by classical philosophers.® By introducing and obtaining the expression for
the Boltzmann factor, Boltzmann became a strong supporter of the reality of
atoms. Opposition to his ideas was formidable. Many scientists misunderstood
Boltzmann’s ideas without grasping the nature of his reasoning. In his lectures on
kinetic theory of gases he told his students how much difficulty and opposition
he had encountered and how he had been attacked from the philosophical side.
(Rajasekarand and Athavan 2006)

It was not until Einstein’s (1905) paper on Brownian motion, that the existence of
atoms was finally accepted. He revealed the cause of Brownian motion to be the
random bombardment of particles by their surrounding atoms.

The religious may still decry the aimlessness and lack of purpose implied by the
atomic philosophy but read Lucretius and you see its liberating potential.

Whilst human kind
Throughout the lands lay miserably crushed

Before all eyes beneath Religion who
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Would show her head along the region skies,
Glowering on mortals with her hideous face
A Greek it was who first opposing dared*
Raise mortal eyes that terror to withstand,
Whom nor the fame of Gods nor lightning’s stroke
Nor threatening thunder of the ominous sky
Abashed; but rather chafed to angry zest
His dauntless heart to be the first to rend
The crossbars at the gates of Nature old.
And thus his will and hardy wisdom won;
And forward thus he fared afar, beyond
The flaming ramparts of the world, until
He wandered the unmeasurable All.
Whence he to us, a conqueror, reports
What things can rise to being, what cannot,
And by what law to each its scope prescribed,
Its boundary stone that clings so deep in Time.
Wherefore Religion now is under foot,
And us his victory now exalts to heaven.
(Titus Lucretius Carus (1952) [SOBC]: Book I)

There is no atomism without the stochastic. It was the great virtue of Boltzmann
that he, for the first time, stood natural philosophy on the foundation of probability
not determinism. The shift to a physics based on probability and randomness
that started with Boltzmann, continues with the quantum theory of the atom: a
probabilistic rather than deterministic mechanics. The idea of randomness has
become so fundamental to the scientific world view that it is worth going into
several different scientific conceptions of it. We will then examine how these ideas
of randomness impinge on ideas of time and of evolutionary and historical progress:
the core concern of Althusser.

Notion of randomness in Boltzmann degrees of freedom

Boltzmann examined the behavior of gases made up of huge numbers of individual
molecules or atoms. Since the atoms are so small and numerous we cannot detect
them individually or know their positions and momenta but, he showed, it is possible
to reason about properties of the ensemble of molecules. The unknown positions
and momenta of the gas were its degrees of freedom. He assumed each atom was
a small perfectly elastic sphere, and that in their individual motions and collisions
these atoms followed conventional Newtonian mechanics with conservation of
momentum and energy. Although their collisions were random and their individual
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positions unknowable, he could draw conclusions about the probabilities that atoms
would have particular energies, and derive formulae for the probability distribution
of the aggregate distribution of the molecules. From this reasoning he was able to
arrive at a purely mechanical derivation of the notion of entropy.’ He could show
that the entropy of a gas would tend to increase over time until an equilibrium
value was reached.

Note that two key concepts with which Althusser concerns himself are already
being dealt with by Boltzmann:

*  Randomness
* Temporal direction

I will go on to examine each of these in more detail below, but first [ want to make
a digression on how Boltzmann’s form of reasoning in his kinetic theory of gases,
has proven to be directly useful to Marxist economic theory.

From Boltzmann to Farjoun and Machover

The notes from which the Philosophy of the Encounter is drawn were written
between the late 1970s and mid 80s. Around the same time two mathematicians,
Emanuel Farjoun and Moshe Machover, were working on a new foundation for the
analysis of capitalist economies, one that used Boltzmann’s methods (Farjoun and
Machover 1983). They reasoned that a capitalist economy shares much in common
with a gas. It has a large number of agents, whose detailed behavior is, from the
theorist’s standpoint unknown and thus random. There are millions of individual
economic transactions, sales of commodities for money, every day. It is as unrealistic
to attempt to predict “the” price at which these take place as it is to say anything
definite about “the” velocity of atoms in a gas. Instead one has to use Boltzmann
style reasoning to arrive at predictions about the probability distribution of prices,
profits, etc. Their seminal publication founded an entire new field, econophysics,
which applies the methods of statistical physics to the analysis of the economy. The
surprising thing about this endeavor was that this approach essentially validates the
analysis that Marx gave in volume I of Capital.

Farjoun and Machover were able to show that the price of commodities will
closely correlate with their labor content. What is most important is that they gave
an explanation for why the labor theory of value is empirically correct. Up until
they wrote, the labor theory of value was seen as a sort of rough empirical rule of
thumb without any theoretical support. Indeed by the late 1970s even many Marxian
economists were embarrassed by it. In this sense it was like classical thermodynamics,
an empirical generalization with no causal mechanism. The stochastic materialist
approach of Farjoun and Machover showed that it must necessarily arise from
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the nature of the probabilistic interaction between economic agents in a capitalist
economy. Subsequent work has demonstrated that similar arguments can explain how
the observed distribution of wealth in a capitalist economy arises as a consequence
of the sale of labor power as a commodity (Cockshott et al. 2008; Wright 2004,
2005). By this means matérialisme aléatoire has rescued theory from the impasse
that Althusser signaled:

Better: what are we to think of a theory which sets itself the goal of demonstrating
the production of the prices of production starting out from value, and succeeds
only at the price of a mistake, by leaving something out of the calculation?
Sraffa, Gramsci’s old friend, who emigrated to England, Sraffa and his school
must be given credit for closely checking Marx’s demonstration of this point,
and discovering, to their amazement, that the demonstration was erroneous. The
error has deep roots: it is rooted, precisely, in the principle that it is necessary
to begin with the simplest element, the first, namely, the commodity or value,
whereas this simple form is in fact neither simple nor the simplest. The mistake
is also rooted in the principle that it is necessary to begin in an “analytical” mode,
the mission of analysis being to discover, in the simple form, its essence and the
effects of this essence, effects such that we ultimately again find, by synthetic
deduction, the concrete itself. (Althusser et al. 2006: 40)

Notion of randomness in quantum mechanics

In one sense Boltzmann had set the stage for the next incursion of the random into
theory, quantum mechanics, with his suggestion that energy might be quantized
(Flamm 1997), but its real birth came with another of Einstein’s 1905 papers® on the
photoelectric effect, where he introduced the idea of that “atom” of light: the photon.

With the quantum mechanics, randomness is no longer a matter of our subjective
ignorance. It is not just that we do not know the position and momentum of the
atoms, instead we cannot know their positions and momenta because the atoms do
not simultaneously have both a definite position and a definite momentum. Quantum
mechanics assigns to each possible state of a system what it terms an amplitude.
These amplitudes are numbers’ which, when squared, give us the probability of
the system being in that state. By expressing things in terms of the square roots
of probabilities rather than probabilities themselves, the quantum physicists were
able to construct a linear mathematical system, a matrix mechanics, that conserves
probability.® Quantum mechanics revealed that randomness was built into the very
nature of atomic phenomena, not just to our knowledge of it.

Initially there was a reassuring distinction between the nano-world where quantum
randomness ruled and a deterministic macro-world. But in recent years it has become
increasingly apparent that quantum phenomena can be exhibited by macroscopic
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objects (Peano and Thorwart 2004; Werner and Zwerger 2007). A key idea here is
the notion of superposition, the idea that a system can be simultaneously in more
than one state, with the states superposed on one another. The textbook example is
the photon or electron simultaneously going through two slits in a mask to interfere
with itself (Deutsch 2011). Photons are tiny, but we can place visible objects into
superposed states.

Classically reality had been seen as single threaded, but according the influential
Many Worlds interpretation of the quantum mechanics reality is multi-threaded.
This is often expressed as saying that reality branches into two threads every time a
quantum event occurs. Another way of looking at it is to say that the whole of reality
is simultaneously in a superposition of a vast possibly infinite set of configurations
all evolving under the laws of quantum mechanics.

We are bombarded with radiation from space. A single high energy particle,
a single quantum event, can induce a fatal mutation in an egg cell meaning that
a particular child is not born. A different man in the same place makes different
decisions. Under another admiral the 1st Cruiser Squadron intercepts the Goeben
before it reaches Constantinople. Turkey stays neutral. Russia supplied via the
Dardanelles wins victories in the East. There is no 1917, Russian and Turkish
empires survive.

If history is radically contingent what becomes of historical materialism?

Let us return now to Althusser and his concerns about contingency in history.
He is arguing against a simple deterministic view that slavery inevitably leads to
feudalism which inevitably leads to capitalism. Instead, he says, it was a contingency
that gave rise to capitalism in England but not in Italy.

What matters about this conception is less the elaboration of laws, hence of an
essence, than the aleatory character of the “taking-hold” of this encounter, which
gives rise to an accomplished fact whose laws it is possible to state. This can be
put differently: the whole that results from the “taking-hold” of the “encounter”
does not precede the “taking-hold” of its elements, but follows it; for this reason,
it might not have “taken hold”, and, a fortiori, “the encounter might not have
taken place”. All this is said in veiled terms, to be sure, but it is said in the formula
that Marx uses in his frequent discussions of the “encounter” [das Vorgefundene]
between raw labour-power and the owners of money. We can go even further,
and suppose that this encounter occurred several times in history before taking
hold in the West, but, for lack of an element or a suitable arrangement of the
elements, failed to “take”. Witness the thirteenth-century and fourteenth century
Italian states of the Po valley, where there were certainly men who owned money,
technology and energy (machines driven by the hydraulic power of the river) as
well as manpower (unemployed artisans), but where the phenomenon nevertheless
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failed to “take hold”. What was lacking here was doubtless (perhaps this is a
hypothesis) that which Machiavelli was desperately seeking in the form of his
appeal for a national state: a domestic market capable of absorbing what might
have been produced. (Althusser et al. 2006: 198; italics in original)

What conclusion should we draw from Althusser’s emphasis on the contingent?

One would be to say that there are no laws governing historical transitions, only
particularities, that when we throw out teleology we throw out grand narratives
altogether. Grand narratives may be suspect, since as Althusser says the story is told
from the standpoint of an already accomplished fact, history as it has turned out.
It is worth noting that some physicists have argued that the time symmetry of the
laws of both Newtonian and quantum mechanics implies that the idea of the past
causing the future is an illusion. The future must also constrain the set of possible
pasts (Price 1997). But it may still be possible to construct a non deterministic
theory of historical change by borrowing the modes of thought that other sciences
use. I think the relevant tool is the Markov chain.

Markov chains are a way of modeling systems that have a certain number of states
and which undergo probabilistic transitions between the states. Markov himself
used the technique to model the formation of text (Markov 2006) on the assumption
that the person writing the text can be in two states: writing a vowel and writing a
consonant (Figure 2). He then made a model of the probability that you will next
write a vowel or next write a consonant if you have just written down a vowel, and
vice versa if you have just written down a consonant. Shannon performed similar
analyses of text, English this time, and showed that such probabilistic models could
generate sequences that have a strange likeness to normal text (Shannon 1948).
Here, as the saying goes, is one that I prepared earlier:

The angel who talked with me an everlasting covenant,
ordered in all things, so will we do, if God permits.
For concerning those who were with me.

Jacob served seven years for Rachel.

They seemed to him and they wept.

He said to the woman, You won’t surely die,

and we also will serve Yahweh

for I am as you swore to her.’

Markov parodies hover on the edge of meaning, with a narrative that constantly
eludes us. But since their original application to textual analysis they have become a
tool for analyzing a plethora of systems. My suggestion is that we could conceptualize
the transitions that social formations undergo in terms of Markov models. Figure 3
shows a hypothetical Markov model to deal with Althusser’s Po Valley objection.
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Figure 2 A Markov process modeling the creation of text subdivided into vowels and
consonants. The actual probabilities given are made up

01

Proto
capitalist

0.25

Industrial
capitalist

Figure 3 A hypothetical Markov chain model of the transitions between feudalism and
capitalism. The state marked proto-capitalist stands for examples like the Po Valley cited
by Althusser. The transition probabilities might be rated in terms of transitions per century
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Note that in a model like that in Figure 3 has a direction to history. As time goes
on the probability that the society is feudal falls, and the probability that it will be
capitalist rises. This overall shift in the probability distribution is compatible with
individual social formations going from feudal to proto-capitalist and back.

What would be the object of a historical materialism posed in Markovian terms be?

It could not be a theory of particular histories, we have to take Althusser’s
objection seriously, such histories are simply accomplished facts. Instead its objects
are ensembles and their possible histories. The circles labeled “Feudalism” and
“Industrial capitalism” are not particular instances of feudal or capitalist social
formations, not Feudal France on April 3, 1217AD or Industrial Japan on February
26, 1969; no, they are what statistical mechanics terms macro-states, bundles of huge
numbers of possible states, ones that have existed, and ones that potentially could
exist. Such ensembles are necessary for the idea of probability to have any meaning.

If we were to do historical materialist research this way, by the construction
of parameterizable Markov models, we would need to identify a plausible set of
macro-states and estimate the transition probabilities between them. The model
in Figure 3 had probabilities that I just picked out of the air as seeming roughly
right. When I evaluated their time evolution (Figure 4), I found that by dates 1800

1.2+

prob feudal

1.0 — — prob industrial capitalist

..... prob proto capitalist

0 500 1000 1500 2000 2500

Figure 4 Probability on the y-axis versus time in years along the x-axis, for the evolution
of the model shown in Figure 3
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and 1900 it became more probable that the social formation would be an industrial
capitalist one than a feudal one. This suggests that the parameters may be roughly
the right order of magnitude for this very simple model. To get a realistic param-
eterization of Markov models you need a lot of instances. Although we only have
one world history, there are many instances of social formations in it, so some sort
empirical parameterization might be attempted.

There is often a temptation for us to generalize from narrow data. Before the
discovery of extra-solar planets it was assumed that other solar systems would be
like ours, rocky planets on the inside with gas giants orbiting further out. Observation
of real extra-solar planets revealed lots of gas giants in close orbits to their suns.
Analogously, after the 1917 revolution, Marxists assumed that future revolutions
would be similar, they had after all only one example to go on. That was better than
the zero examples that Marx had to go on in the 19th century but it led to what, in
machine learning, we call over-fitting. A theory of revolution that fitted the Russia
of 1917 perfectly, but had little predictive value elsewhere.

In the last couple of centuries there have been lots of revolutionary or potentially
revolutionary conjunctures. There are probably enough of these to make a reasonable
attempt at constructing a Markov model of revolutionary conjunctures or to apply
techniques like support vector machines or linear discriminant analysis to understand
when conjunctures are likely to be revolutionary and when they are not.

The distinction between reproduction and origin

we are clearly dealing with all the elements mentioned above, but so thought
and ordered as to suggest that they were from all eternity destined to enter into
combination, harmonize with one another, and reciprocally produce each other
as their own ends, conditions and/or complements. On this hypothesis, Marx
deliberately leaves the aleatory nature of the “encounter” and its “taking-hold”
to one side in order to think solely in terms of the accomplished fact of the
“take” and, consequently, its predestination. On this hypothesis, each element
has, not an independent history, but a history that pursues an end that of adapting
to the other histories, history constituting a whole which endlessly reproduces
its own [propre] elements, so made as to [propre a] mesh. This explains why
Marx and Engels conceive of the proletariat as a “product of big industry”, “a
product of capitalist exploitation”, confusing the production of the proletariat
with its capitalist reproduction on an extended scale, as if the capitalist mode of
production pre-existed one of its essential elements, an expropriated labour-force.
Here the specific histories no longer float in history, like so many atoms in the
void, at the mercy of an “encounter” that might not take place. Everything is
accomplished in advance; the structure precedes its elements and reproduces them
in order to reproduce the structure. What holds for primitive accumulation also
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holds for the owners of money. Where do they come from in Marx? We cannot
tell, exactly. From mercantile capitalism, as he says? (This is a very mysterious
expression that has spawned many an absurdity about “the mercantile mode
of production.”)!” From usury? From primitive accumulation? From colonial
pillage? Ultimately, this is of small importance for our purposes, even if it is
of special importance to Marx. What is essential is the result: the fact that they
exist. (Althusser et al. 2006: 200)

I have already said a lot, perhaps I have said too much, but I cannot resist touching
on another point. I have drawn attention to the possible relevance of Boltzmann
models and Markov models to a stochastic approach to historical materialism.
Another thinker who is worth examining in this context is Kauffman.

It is because Kauffman and Althusser are both dealing with the same problem,
the origin of ordered systems or ordered structures (Kauffman 1993). Kauffman
is concerned with auto-catalytic nets and the process of creating cells for the first
time as a result of pre-biotic evolution. Althusser is concerned with the process
of formation of modes of production, another structured self reproducing system.
There is the same problem that once the system exists, it self reproduces, but the
components that constitute part of the self reproducing system, the new mode
of production, have to arise as a contingent effect of prior history where the self
reproducing mechanism is not there.

The great thing about Kauffman, and of course Darwin before him, is that
teleological explanations are ruled out. Unfortunately, for too many Marxists that
is not the case. They, as Althusser puts it, see the past in the “future anterior” tense.
So they see the mercantile bourgeoisie of the 16th century as a nascent modern
bourgeoisie with a historical “role” to play. One only has to see how often this
terminology of “roles” is used by some Marxist writers. But that mode of thought
only makes sense within the Hegelian/theist conceptual structure, for who but the
immortal gods can have scripted such “roles”? I suspect that Kauffman’s ideas of
“auto-catalytic nets” and “rough fitness landscapes” may provide fertile metaphors
for historical materialists to think through their own problems.

Notes

1. The paradox about whether the class of all classes that are not members of themselves is a member
of itself in Chapter X of Russell (1903).

2. Foraclear and readable explanation of these issues you can do worse than consult Chaitin (1999).

3. When you grasp the contemporary skepticism towards atomism it is easier to make sense of Lenin’s
(1908) foray into philosophy. Lenin showed considerable foresight in coming down firmly against
Mach’s then fashionable views.

4. He means Epicurus.
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5. The idea of entropy already existed in classical thermodynamics but the latter had no causal
explanation for it.

6. An English translation is available as Einstein (1965).

7. Technically they are complex numbers which means that different states can interfere with one
another.

8. A matrix mechanics expressed directly in probabilities could not do this.

9. Icreated the text using a Markov model of the World English Bible. The transition probabilities to
print a new word are determined by states made up of the last three words printed. The probabilities
are obtained from a computer generated Bible concordance using the algorithms described in
Cockshott and Koliousis (2011).

10. I cannot resist the chance to say here that Allin Cottrell and I provide a theoretical explanation for
mercantile surplus value in the chapter on foreign trade of Cockshott and Cottrell (1992).
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Abstract: Knowledge is an indicator of human development, and to contribute further knowledge
to the interpretation of the legacy of Marx and Engels is the objective of this article. The relevant
question in this theme is: Is the Marxian message alive in the twenty-first century? This article in
the fields of the history of economic thought and methodology outlines the vision of Marx-Engels
in its economic, sociological and philosophical elements—chiefly the first of these. For that
purpose, a description of their Scientific Research Program (SRP), a Lakatosian concept is outlined
in the first section as a test of their theoretical soundness. Specifically the hard core of Marx and
Engels’ SRP is outlined in the second section along with a brief literature review of conceptions
about the legacy of Marx and Engels’ work. Marx’s theory is thus systematically organized in
terms of scientific research programs. In addition, both the positive heuristic and protective belt
of Marx and Engels’ SRP are outlined in the third section. Since a research program is an indicator
of progress in science based on the empirical success of the theory in question, some fulfilled (and
previously discredited) predictions of Marx and Engels’ SRP are briefly mentioned in the fourth
section. These interrelated methodological tasks test the argument of the qualitative aliveness of
the interdisciplinary message of Marx and Engels for all time, since the identification of theoretical
soundness is the first step to test scientific progressiveness in a SRP. During the process some key
concepts of Marx and Engels’ SRP such as exploitation, alienation and surplus are reinterpreted
under this perspective, proving their relevance in modern life. It is concluded from this exercise in
the fifth section that Marx and Engels’ SRP is sound and progressive in qualitative terms, although
it was previously rejected on the basis of ideological, theoretical and practical misinterpretations.

WoORLD REVIEW OF PoLiTicAL EcoNOMY  VoL. 4 No.1 SpriING 2013

WRPE 4-1b text 63 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

64 JESUS MUNOZ

Finally, the complex system of Marx is discussed. in the Appendix to undertake a further test of
the former arguments. References and further reading are listed at the end of the article.

Key words: Marx; Engels; history of economic thought; Lakatos; methodology; epistemology;
Scientific Research Programs; complex systems

1. Methodological Introduction

Basic concepts of philosophy and economics

Science is clear, objective, rational, real, systematic and communicable knowledge
about a field, which must be empirically tested vis-a-vis reality, and therefore
possesses a dynamic character.

The goals of science are both explanation and prediction (Machlup 1978). Both
apriorism and ultraempiricism are extreme strands in epistemology. According to
apriorism, the abstraction of processes is the most relevant constituent of knowledge.
According to ultraempiricism, both hypotheses and problem identification
depart from observation. The distinction between these two approaches will
allow the methodological assessment of the perspectives from which hypothesis
formulation arises.

What is the relevance of methodology? In 1932 Joan Robinson addressed the
question of whether economics is a serious subject. A serious subject in the academic
sense, she claimed, “is neither more nor less than its own technique” (Robinson
1932: 3).

Other voices must be heeded. “Why should economists, or for that matter
researchers of any kind, bother with methodology? The simple answer is because
itis unavoidable. All research contributions carry methodological presuppositions.
Decisions about whether or not to use data, to employ methods of econometrics or
any other kind of mathematical modeling approach, to halt an empirical investigation
once results of the form expected or hoped for are observed, to contrast results
achieved with those of others, to emphasize explanatory power, predictive power,
understanding or something else, to aim for generality, complexity, simplicity or
parsimony, are all methodological” (Lawson n.d.: 1).

Methodology is the “study of logical principles useful for determining if certain
proposals are accepted or rejected as valid constituents of the structure of scientific
knowledge” (Machlup 1978: 490).

Methodology and philosophy of science are thus relevant for the study of
economics as the dismal science has experienced several challenges in terms of its
structure and object of study, regarding its scientific status. Something similar may
have occurred to sociology.
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External voices to economics must also be heeded. Karl Popper, perhaps the
most outstanding philosopher of science during the last century, is an advocate of
falsificationism, in which a theory must be continuously tested and discarded at least
partially in the event of not being able to stand refutations. Hence, falsificationism
may be the main determinant of progress in science and in economics.

Lakatos and scientific research programs

The underlying organizing principle of theories is the interrelation of systems.
For this purpose, the epistemological theories of two successors of Popper are
mentioned. Thomas Kuhn proposes the methodology of paradigms (Kuhn 1962),
whereas Lakatos suggests that of scientific research programs or SRPs (Lakatos
1978).

Paradigms are organizing world views or approaches to scientific thought in terms
of problems and their solutions. In contrast, SRPs analyze theories in terms of their
gradual advance. The Lakatosian methodology is hereby chosen since continuity in
Marx and Engels’ SRP is assessed. Another reason for selecting SRPs is that they
are also an explicit criterion for the detailed comparison of theories.

The first constituent of SRPs is the hard core, which is not subject to falsifica-
tionism by methodological principle. The second constituent is positive or negative
heuristics or guidelines for the implementation of theories to be used throughout
the research. They are written in terms of suggestions about the use of theories. The
third constituent is the protective belt, which comprises the auxiliary assumptions
of theories, which vary with respect to either time or place and are often expressed
as parameters.

SRPs are either progressive or degenerative according to the success of
replacement of its constituents, particularly of the core. Thus SRPs must be chosen
if their new contributions contain either new theoretical or empirical prescriptions.
In turn, the replacement of some heuristics means that the essence of that theory has
not been modified at all. Finally, the replacement of a protective belt only widens
the extent of application of that theory, sometimes in an artificial manner.

The internal history of science is the rational reconstruction of the meaning of a
SRP. The external history of science is the description of empirical facts within a
field of research. Both consistency and refutation are the main criteria for accepting
a SRP (Blaug 1980).

If differences between two schools arise only from their cores, both schools are
independent SRPs. If the differentiation arises only from specific parts of their cores,
both schools are independent sub-SRPs. If diversions from an original SRP on the
part of any school do not stem from their cores, these schools are just scientific
movements away from the original SRP. The methodology of economics has been
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dominated by Popper since the 1950s, including the contributions of Lakatos since
the 1970s.

Summarizing this section, this article focuses on the application of Lakatosian
principles of appraisal to special theories since his methodology allows the
qualification of progress in Science as measured by the evolution of SRPs. Bearing
these concepts in mind, the structure of the SRP of the economics of Marx is
now identified.

2.The Hard Core of Marx and Engels’ Scientific Research Program

Marx’s ideas may be useful to understand, criticize and change the world today
in view of the existence of rapid social change. It may be argued that Marx was
misinterpreted in terms of his conceptions of the State, of globalization and of the
individual. Nevertheless, no issue is definitively settled. Not even Marx’s critical
conception of the contradictions and issues of our time based on his materialistic
conception of history are settled. In this context the objective of this exercise is to
test the accuracy of Marx’s theory.

Historical materialism is the central assumption that social changes must be
explained in terms of class struggles, wherein the economic basis of society
determines the nature of social classes and the details about class struggles.

The study of the main works of Marx allows the historian of economic thought
to outline the core of his theory of Historical Materialism. This is due to Marx
being a supreme example in terms of scientific innovation, as the application of
methodology of SRPs to this case will once again demonstrate.'

Marx, a product of European culture, borrowed concepts from three main sources,
transforming them into something new. His first source is Classic German Idealistic
Philosophy departing from Kant and ending with Hegel, a strand which had a huge
impact on science. Marx also relied on the emphasis of Hegel on history, the State
and alienation as well as on the work of Post-Hegelian German philosophers such as
Ludwig Feuerbach, mainly his concept of religion. Then Marx turned them upside
down, modifying the path of Western philosophy (see Foucault for example, who
dubs Marx as one of the philosophers of suspicion).

Further Marx denied the core of Classical British political economy in terms of
message and method, mainly through the revision of the analysis of labor of David
Ricardo. He also revised the classic concepts of Laissez Faire, the Invisible Hand,
the atomistic (as opposed to the organicist) view of the economy and the existence
of a self-regulating system, in both universal and eternal terms.

Finally Marx improved the concept of utopian socialism of Owen, Fourier and
Saint-Simon among others, viewing Socialism as a social-historical product rather
than as a fantasy. The objectives, methodology, ontology, institutions and essence of
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Marx and Engels’ SRP (hereafter M-E SRP) are now analyzed, firstly in descriptive
terms and immediately after in Lakatosian terms.

Marx and Engels’ objectives

The most important economic insight of M-E SRP is the acknowledgement of
the priority of the economic factor in human history, a strand called Historical
Materialism, which is a theoretical and practical breakthrough that has permeated
both science and practical affairs.

According to the economic interpretation of history, the current system as a mode
of production will be self destroyed by its internal (dialectical) contradictions after
passing through several phases, wherein labor and workers gain greater relevance.
In other words, at the outset of Capitalism there arises a dialectical evolution which
is reflected in recurrent crises (fueled by contradictions between labor and capital),
and generate a change in the rules of the game. A new system will then arise wherein
co-operation bypasses competition.

Yet another way of describing this evolution is by realizing that the system is not
able to self-regulate, since equilibrium and stability in political economies do not
exist. Accordingly the objective of the analysis of Marx and Engels is to explain
the functioning of Capitalism and to predict its fate.

Marx and Engels’ methodology and epistemological insights

Marx’s vision, vitalizing language and philosophy (mainly about method, political
philosophy and ethics) have always interested first-rate scholars, for instance Joan
Robinson, Piero Sraffa, Erich Fromm or Isaiah Berlin.

This is due to Marx and Engels analysis being full of interesting interpretations
(for instance Keynes talks about powerful insights based on intuition on the part
of Marx). Nonetheless, the most outstanding feature of the influential M-E SRP is
its coherence and integration. Each one of its elements and insights is complexly—
but discernibly—interrelated to others. This is true in every organicist system.
However the interdisciplinary vision of M-E SRP clarifies facts in economics,
history, philosophy and anthropology unifying them into a single perception of
the universe.

Accordingly, a special place in the methodology of Marx belongs to organicism
or what used to be called the fallacy of composition. This allows him to differentiate
macroeconomics from microeconomics as the whole is more than (or different from)
the sum of its parts, since the interrelations among the elements of the system are
not linear but complex (see Appendix). Marx also uses the concept of historical
time as opposed to that of logical (imaginary) time.

Finally Marx’s prophecy highlights the role of praxis, which is reflected in his
emphasis on the active role of man in shaping both his destiny and his relation with
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nature. Whereas Hegel preached that awareness for action arrives too late,> Marx
proposes that theoretical insights must be rapidly accompanied by a transformation
of reality. See Tables 1 and 2, below, which are a complement of the methodological
vision of M-E SRP.

Marx and Engels’ ontology

The insights generated by Marx and Engels break the Classical core since in their
vision there is heterogeneity in agents’ behaviors; that is, unities and structures do
not necessarily work in a co-ordinate fashion. The main examples of this anomaly
are the concepts of an interacting typology (free competition vs. state intervention)
and a class asymmetry (capitalist vs. workers).

Capitalists are rational in the defense of their interests whereas workers must
only be rational in that sense. The reason is that the labor and money markets are
special for Marx and must be treated in a different manner, as man is distinct from
merchandises or commodities and money is an emerging property of the current
mode of production (see Appendix).

Interrelated decision making must exist in an organicist system and this is highly
relevant for M-E SRP, since humans are involved in social relations. Social relations
constitute his (or her) essence and have an impact on human nature in terms of both
psychological and economic motivations.

Marx and Engels’ institutions

The State must stabilize and plan activities. Unlike the late Hegel, Marx is a social
revolutionary. For him, both free competition and private property rights must be
reformed. He is also an innovator when stating that the State will lead activity
during the process.

Marx also had a different view of money as a store of value and used this view to
link the real sector with the monetary sector. Money is not at the center of Marx’s
political economy, but it is highly relevant unlike in Classical Theory. Monetary
factors (and their evolution) also propitiate capital formation, reproduction and
accumulation, which are the most relevant motives for the existence of dynamic
economic systems. These concepts are the basis for the lack of stability in the system,
which results in recurrent (dialectical) crises. Crises are the result of contradictions
in the current mode of production: Capitalism.

Marx and Engels’ essence

A philosophical insight of M-E SRP is its prediction of increasing dehumanization
and alienation, which unlike in Hegel arises from economic reasons. It arises
specifically from both dehumanizing labor and the increasing adoration of money
as aresult of social relations in Capitalism. This is difficult to be proved, but human
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isolation certainly exists amid abundant means of communication. The concept of
alienation which appeared in the initial works of Marx acquires full meaning as
an emerging property of sociological systems after Marx and Engels analyze the
workings of political economies in the 1850s, 1860s and 1870s. They make this
concept operational by means of the use of the concept of surplus.

Overview of Marx and Engels’ scientific research program

All of the contributions of Marx and Engels must be dealt with as a unity. Novel
epistemological issues are ubiquitous in their work and certain factors are actual
scientific novelties. The German Ideology of 1845 and the Economic and Philosophic
Manuscripts of 1844 contain the essence of the philosophical legacy of Marx and
Engels, which is complemented by the economic analysis made by them after
1849, which is synthesized in A Critique of Political Economy, the Grundrisse
and Das Capital.

Nevertheless, all these contributions only make sense when M-E SRP is described
taking account of Marx’s theoretical, empirical, ideological and policy-related
issues. The main constituents of Marx and Engels’ core were outlined in the previous
section, but they are summarized in both Table 1 and Table 2.

Table I Marx and Engels’ SRP: Hard Core I

Objectives Method Ontology, Concept of man

To explain and to transform Laws in societies are historical.* Emancipation is achieved

the development process and ~ Hence historical stages which  through the unfolding of man’s
leading factors of human history are determined by modes of pro- potential via work. Alienation
as well as the historical role and duction and their corresponding must be surpassed.

future of Capitalism. institutions, are transitory.

Historical (dialectical)* Science must explain, predict A new concept of man is

materialism is the hallmark of  and transform reality under a proposed, aiming for authenticity,

Marxism wherein economic new framework of rationalism. happiness and egalitarianism.

forces shape human history. Marx’s conception of humankind
is organicist. Atomism must be
discarded.

Thus Marx turns Hegel’s Inter-disciplinarity is relevant. ~ Man must identify himself with

Absolute Idea—spirit—upside  Marx’s vision merges life and nature via work, not as

down. Ideas are the result of economics, philosophy, politics, an abstract idea as in classical

economic events or modes of  history, sociology, anthropology German philosophy.®

production. and methodology.

To create a new method Method is dynamic and rational Man must be explained in

investigation for the social for solving concrete problems.  subjective terms, since he is a

sciences. human—social—being.

The analysis aims to analyze Both theory and praxis are part Human life acquires meaning as
and reform Capitalism, which is of the essence of phenomena.  man modifies his environment.
the current mode of production. Explanation, prediction and

transformation of facts are all

required.
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Objectives Method

Ontology, Concept of man

The means to surpass capitalism
is a revolution. The aim is
Scientific Socialism and the end
a communist society.

process.

To undertake a rational and
useful reconstruction of history.®

Explanation of facts is a part
of the process. Changes in the
functioning of societies and
the development of man must
be speeded up to complete the

The analysis is composed by
both theory and ideology (ideas

Production is a social—as
opposed to either an individual
or market- process. The analysis
of labor is the cornerstone of
Marxism.

Institutions are determined by
economic conditions.

imposed by the dominant class).
The latter is a key constituent
of the superstructure and

is determined by material

conditions.

Objectives are social. Societies
must fight exploitation,
inequality and alienation.

Reject pragmatism since
causes and interrelations are as

Science must be subordinated to
man rather than to ideologies.
Observation is key before
creating—or verifying—theories
(the 1848 Revolution).

Man does not consume,
exchange or produce in a
vacuum and is dehumanized in
Capitalism, though he is able to
shape his life.

Reject historical and biological
determinism.

important as ends.

Reject Positivism since it is
solely based on the examination
of facts. Reject pure Historicism
as it neglects Historical

Materialism.

Table 2 Marx and Engels’ SRP: Hard Core II

Institutions

Essence

The basis comprised by economic conditions
determines the superstructure of societies.
Ideology is comprised by philosophy, politics and
jurisprudence.

Revision of the roles of the State is relevant, as it
is the support of modes of production.'

Institutions refer to laws, organizations, policies,
technology, science, religion, culture, civilization,
language, art, music and the like.

Complex productive social interrelations in
Capitalism generate institutional objects such as
money and its variants such as capital.

Life moves in a dialectical fashion,” wherein
strife and movement are the engines.® Strife is
translated into domination and greed.” Greed is
in turn reflected in the desire for earnings and
class struggle.

Freedom, equality and growth constitute the
essence of man. Exploitation is a social construct
rather than a natural fact.

History is a spiral. This vision is contrasted
with both the capitalistic notion of progress as a
straight line and the Chinese idea of growth as
function of recurrent cycles.

Alienation is key to dehumanization, but this is
a social result. Certain objects and symbols have
become subjects of adoration in Capitalism.
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Finally, political economy must explain the theory of value by means of short-term
disequilibria, which reflect the dialectical nature of the current mode of production.
The consequence is that the system is prone to crises with amplified cycles until
the system implodes. Both the money and the labor markets play a special role in
this mechanism.

Brief literature review of conceptions about the legacy of Marx and Engels’ work

The existence of some relevant studies in the field of assessing scientifically and
methodologically the contribution of Marx must be acknowledged to make our
positioning clear and to enable academic debates to reinvigorate.

Therefore, some external voices about the methodological relevance of Marx
and Engels’ work must be heeded. Following Popper, for Lakatos it was highly
relevant to adopt an objective perspective when writing the internal history of a
science. This is related to the internal development of objective science. In this
sense Marx adopts an objective stance when talking about Historical Materialism,
since in his analysis objectivism is applied to the analysis of society. The result of
social actions on the part of an individual is determined by the details of his social
situation, which differs from what he aimed.

Objectivism is necessary to comprehend both social changes and epistemological
developments. An interpretation of Marxism which stresses objective knowledge
is that defended by Althusser along with that exposed by Lecourt in Marxism and
Epistemology.

As is widely known, Althusser stated that Marx discovered a new theoretical
continent based on Historical Materialism. Marx studied modes of production,
investigating their structure and transitional forms, rejecting that Marx is only a
critique of Capitalism. For Althusser, Marxism is a complete philosophy comprised
by a theory based on materialism and a dialectic method, wherein philosophy is a
theory of theoretical practice. This is a demonstration of an objective attitude on
the part of Marx.

There are dissenting views in terms of objectivity in regards to Marx’s work. First
of all, an objective attitude is independent of the perceiving individual, as existing
in thought. In this sense Marx parts company from Hegel. A researcher must prefer
science versus human authority. In this issue, some thinkers argue that Marxism is
full of ideological statements, which according to this study are included in Marx
and Engels’ core. Nevertheless, a core is irrefutable by methodological definition
for Lakatos, but must be supported by empirical evidence (see section 5, below).

This identification of Marx’s core allows the identification of Marx and Engels’
work as both normal and revolutionary—progressive—science, wherein the
historical dimension in the treatment of science is highly relevant. If the legacy of
Marx is the objective understanding of the development of an egalitarian conscience,
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his objective attitude lies in that social research arises from vital requirements.
Popper’s assault consists in his contention that knowledge is transitory and societies
modify their conditions, so that no mechanical rules are functional.

For the Frankfurt School (1930-45), transition to socialism is undeniable.
Although domination forms vary according to times and require new theoretical
explanations, Marx’s message is alive as no theory lies outside social reality. Other
commentators such as Adorno and Habermas in the mid 1900s, especially the former,
conduct a critique of positivism, validating the relevance of historical methods.

In methodological terms, concerning the relevance of SRPs in economics, it is
advisable to review the classical study of Spiro Latsis (Latsis 1972), Situational
Determinism in Economics, which applies the SRP framework into Neoclassical
economics of Milton Friedman, the core of which is profit maximization, perfect
knowledge, independent decision making and market perfection. Although this
is the opposite kind of core, something can be learned from this type of study
about the applicability of SRPs in economics. For a systematic—non Lakatosian—
comparison among the three major economic theories see Contending Economic
Theories: Neoclassical, Keynesian, and Marxian by R. D. Wolff and S. A. Resnick
(MIT Press, 2012).

Returning to Marx’s SRP, each scholar had different views on the position of the
scientific status of the Marxian work. There are writings by Lakatos himself and
by Feyerabend about the question of whether or not Marxian economics belongs
in progressive science. Surprisingly Lakatos considered Marxian economics as
degenerating science because all of its novel predictions are empirically refuted.
This is highly debatable. He has not been to the developing world.

Feyerabend is tilted toward progressive science, arguing that the theory of
imperialism and colonial exploitation provided a wealth of novel predictions. Desai
(1974) also evaluates Marxian economics as progressive.

Finally, John Maynard Keynes (1935, 1936) dismissed Marx’s contributions as
obsolete. Nevertheless some post-Keynesians compare in more favorable terms the
works of Keynes and Marx. Sardoni (2008), states that both thinkers foresaw the
end of capitalism and its transition into a new system.

Other commentators see Marx as a non economic thinker, but perhaps this is the
strength of his legacy. Obviously this list of commentators on the legacy of Marx
is far from being exhaustive.

3. The Heuristics and Protective Belt of M-E Scientific Research
Program

The preceding section dealt with the philosophical insights of this SRP. Now the
guidelines for action which arise from the hard core are synthesized in this section.
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They are highly relevant for the studied German intellectuals and revolutionaries
who aimed to take practical actions for transforming the world.

These guidelines in the form of imperatives for the researcher, which are outlined
in the following paragraphs, are related to the practical methods that Marx and
Engels undertook in order to achieve the objectives of their analysis. This section
is highly relevant to understand the essence and details of their contribution to the
study of economic phenomena based on the concept of Historical Materialism and
by using economic categories to describe the evolution of Capitalism.

Positive heuristics: guidelines

Use a powerful language to explain the essence, aims, and means of a SRP, based
on (but not limited to) philosophical, sociological and economic issues. For
that purpose, re-create a terminology (categories, typologies and dichotomies),
envisaging interrelations and thereby focusing on existing issues in new ways.

Consider the following scheme for investigation: Commodities and Money ($)
= surplus value. Capital (K) and labor (L) = surplus value realized. Accumulation
of capital entails the transition to crises, revolution, Socialism and Communism.
Describe labor theory, labor value, the role of commodities (merchandises or C),
the dichotomy between labor and capital, the role of money and the role of capital.

Explain the organic composition of capital in terms of its constituents: Labor
(variable K) and capital (constant K). Explain the genesis of capital departing from
the role of money as a medium of exchange. Discuss the amplified reproduction
of capital.

Discuss the role of money and the monetary amplified circuit: $-C-$’. It creates
capital. Discuss its preeminence over the simple monetary circuit: C-$-C in
Capitalism.

Discuss also the functioning and evolution of modes of production (production
forces plus production relations). Then explain how earnings (E) determine surplus
value and exploitation. Interpret surplus as the unpaid amount of money to the
worker or the excess of earnings over paid wages (difference between $ and $°).

Consider that economic systems include the spheres of production, distribution
and exchange. Finally, investigate the genesis and role of private property in the
conservation of the system.

Positive heuristics: prescriptions

Undertake critical theory, considering political economy as a moral science since
its aim is to understand human essence.

Explain the means and ends of political economy in the following sequence of
socio-economic categories: private property, commodities, use and exchange values,
labor, labor value, money, earnings, capital, surplus, exploitation, labor vs. capital
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(constant and variable), class struggle, Socialism, communism. The objective is to
achieve human emancipation.

Analyze the following economic categories: wages (W), earnings (E), rents,
interests. Describe the role of the surplus value and exploitation in the determination
of economic history as related to the philosophy of Historical Materialism.

Explain the transition from Feudalism to Capitalism, and then to Socialism.
Discuss the role of technology in the evolution of modes of production. Also discuss
how industry determines history, and the role of machines and capital in that process.

Identify the relations among modes of production and superstructure (mainly
ideology and religion).

Restate the relation between masters and slaves—struggle between labor and
capital—along with a new supporting role of the State and that of private property.

Distinguish between value of use and value of exchange. Consider the proletariat
as the agent of change for Scientific Socialism under the framework of the struggle
between labor and capital. Consider stocks as the highest form of capital.

Explain how societies must co-ordinate in Socialism, which is the ultimate mode
of production. Modify institutions for improving economic conditions.

Negative heuristics: guidelines

Study the philosophy of the invisible hand and its contradictions and empirical
validation. Reject strange theoretical bodies or empirical insights (anarchism?).
Improve previous SRPs in the following respects: The role of the State (Hegel);
the concept of passive man (Feuerbach); Utopian Socialism (Owen, Fourier,
Saint-Simon, Proudhon); political economy (Say, Ricardo).

Follow the next sequence related to the genesis, reproduction and accumulation
of capital: Commodities, value, exploitation, transformation problem, $, K. Analyze
not only the level but also the distribution of the social product.

Review the historical and economic nature of recurrent crises (based on
overproduction and low purchasing power), and thus how capitalism is—
dialectically—destroying itself.

Study the fetishism of commodities and money to further understand the essence
of both political economy and man. Analyze the four varieties of alienation and
their impact on workers. Specify the active role of workers in the conduction of
revolution. Create, use and export revolutionary thought and organizations. Identify
the role of internationalization in praxis (revolution), which leads to Socialism.

Those almost mechanical prescriptions arise from the hard core of the SRP. This
is especially true in this case since positive heuristics is the bedrock of praxis. Most
treatises on Marxian economics refer to the heuristic part, perhaps preventing them
from comprehending the full essence of Marx and Engels’ legacy.
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Protective belt

This is the most flexible but less essential part of M-E SRP. It assumes away both
current conditions and those belonging to the place where theories are conceived.
In other words, protective belts reflect specific circumstances. It should be noted
however, that M-E SRP is universal and eternal in this sense since it has few
auxiliary assumptions. Obviously, the Protective Belt is comprised of the most
superficial prescriptions of the analysis, but they must reinforce the concepts stated
in the Hard Core of a SRP.

The Protective Belt may be confused with the Hard Core. Even more relevantly,
most auxiliary assumptions are sometimes either artificially modified or superficially
mistaken by changes in cores on the part of rival programs, which would be a signal
of progress or degeneration. This is easy to identify nevertheless, whenever a SRP
is appropriately defined, as can be seen in the following paragraphs.

The historical modes of production are primitive, Asian, feudal, pre-industrial
and capitalistic. Capitalism is currently at the verge of financial globalization,
which arises in the maturity of industrialization. In terms of economic functioning,
hysteresis is small in normal reactions, whereas overproduction prevails. Say’s Law
is not applicable.

The public sector and the private sector must be united in Socialism. In addition,
capital reproduces itself at an increasing rate. Industry is the most refined form of
productive forces.

The dictatorship of proletariat must be a (rapid) transitory state, wherein the
steps are Raw Socialism and Scientific Socialism. Social classes are concrete and
discrete categories.

In addition, production forces are unequally distributed. The worker obtains a
subsistence-level wage, unlike slaves. Population is growing, especially the working
population. Subsistence levels tend to stagnate. The labor journey is of 16 hours
daily, and workers live at the subsistence level. Only workers in industrial economies
are ready to initiate changes.

Finally, communications exist among international workers and among
international capitalists. No barriers exist for products and capital flows.

About the selection of Lakatosian categories

This Lakatosian-type list of Positive Heuristics and Protective Belts (auxiliary
assumptions) might be helpful for identifying the categories of Marx and Engels’
theory. The former analyses allow the identification of the powerfulness of Marx
and Engels’ method.

Some authors state that the selection of Lakatosian categories is somewhat
arbitrary. It all depends on the background and aims of the researcher. We consider
this selection process is related to deepness. In this study Hard Core issues refer to
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the philosophical—essential and perhaps abstract—concepts that are the foundation
of Marxian thinking, which possess both a dissenting and an interdisciplinary spirit.
Examples are alienation and Historical Materialism.

Concepts included in the category of Positive Heuristics refer to the practical
guidelines to do Marxian economics operational and hence measurable. An example
is the monetary circuit—from money to commodities to capital—that renders profits.
Finally, those flexible concepts included in the Protective Belt category are specific
to the epoch, for example the labor journey in the 1850s, which is related to the
concept of surplus and alienation.

4. Evidence in Marx and Engels’ SRP: Fulfilled Predictions and
Progressiveness

In view of the former analysis of Marx and Engels’ concepts in Lakatosian terms,
it is necessary to insist on the analysis of both the misinterpretations and the
evolutionary character of Marx’s ideas. For this purpose we may quote a relevant
Marxist academician. According to Musto, “[t]he reality is much more complicated:
the political revolution does not mean at all the automatic realization of social
change, the end of history, as we have also learned from the twentieth century, but
should be considered just as the beginning of a permanent process of dealienation
and emancipation” (Musto 2011b: 10). To quote Musto once again, “[t]his proves
that capitalism is not the only stage in human history, nor is it the final one” (ibid.).

This means that M-E SRP should be permanently assessed. According to Musto,
“Marx’s contribution to social sciences is very rich, even though his discoveries
were not the fruit of a sudden outpouring, but the result of a process” (ibid.). He
continues: “I will focus only on two topics. The first is his famous theory of surplus
value, the specific way in which exploitation takes place in the capitalist mode
of production: value created in production by unpaid surplus labor, which also
represents the basis for the accumulation of capital. The second point that I would
like to mention, and I have already done it a little bit by answering the question
about historical materialism, is Marx’s idea of the historical character of all social
formations” (ibid.).

We also want to relate evolution to the most relevant issue in Marx’s core. This
is related according to Musto to “the historical specificity of the capitalist mode of
production. He harshly criticized every time he could the way in which economists
portrayed historical categories as ‘natural’ realities” (ibid.: 11).

This dichotomy between natural and social sciences reappears in other economic
thinkers, for example in Keynes and is at the heart of the critique of the nucleus of
classical political economy. After this introduction to the topic of the theoretical
evidence and progressiveness of M-E SRP, the objective of this section is to
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investigate whether M-E SRP is empirically progressive in Lakatosian terms.
This can be tested by falsifying its predictions, and constitutes evidence on the
applicability of the theory-praxis dichotomy advocated by Marx.

Eventual empirical progress is the proof of the aliveness of SRPs whenever they
are falsified in reality while their positive heuristics are tested in both theoretical and
empirical terms. In the case of M-E SRP the following fulfilled predictions amount
to prove its empirical soundness and validity, and hence its progress. Although facts
have a pluralistic explanation, the vision of Marx may either explain or predict
many currently observed facts in societies. Perhaps, at least in some regions of the
world, some predictions of Marx have been fulfilled.!! For opposing views, see the
Literature Review subsection above.

Examples demonstrating the relevance and modernity of his SRP might be the
destruction of middle classes (in some countries), modern levels of surplus and
pauperization, recurrent crises with the prominent role of finance, globalization of
labor, products and capital markets, uneven development levels and the fetishism of
merchandises and dehumanization. A concrete list of these tentative and interrelated
predictions and their explanations arising from the Lakatosian exercise conducted
above is presented in the following paragraphs.

The existence of a global decreasing profit rate'?> may be demonstrated by recent
capital flows into emerging economies. Likewise, increasing industrial concentration
may be related to the fact that Capitalism may require that owners increase their
share in production.

The observed predominance of large financial capitals may be supported by the
fact that concentration arises in the financial sectors as the ultimate step of indus-
trialization (see the transit from monetary circuits in Positive Heuristics).

On the other hand, increasing globalization is related to the fact that capitalists
join without borders. Nevertheless communication among workers and among
peasants is weak.

As a result, recurrent (dialectical) financial crises are propelled by imbalances
between production and finance in the latest stage of Capitalism. A parallel result
is that increasing inequality and class polarization may be due to large disparities
remaining in terms of income distribution in emerging economies and among regions
and countries (no convergence theory is applicable).

There is an increasing and continuous transit of workers from the rural to the
urban sector. This disparity reflects that existing between capital and labor, as
the former is concentrated on cities and industry. Technology and finance mainly
pertain to industry.

An increasing industrial reserve army may be due to increases in both involuntary
and sectoral unemployment. Finally Marxism can be extended into other realms
of exploitation."
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5. Conclusions

The purpose of this article is to show that the Marxian message is still alive in
the 20th century in the fields of economic thought and methodology. This article
shows how Marx’s theory can be systematically organized in terms of SRPs rather
than suggesting hints about the aliveness of Marx’s theory in terms of a scientific
methodology. The strength of Marx’s theory is in its theoretical—progressive—
hierarchy, which contrasts sharply with atomic neoclassical and bourgeois theory.'*

This article only displays aliveness of Marx’s theory in the 21st century in terms of
empirical evidence in section 5. We recognize that further studies must be conducted
or reviewed in order to support the conclusion of aliveness in empirical terms.
However, theoretical soundness and empirical relevance are the two sides of a coin.
This is due to theoretical strength related to the fulfillment of predictions since the
task of science is both explanation and prediction. Hence, an initial conclusion is
that Marx’s aliveness could be possible in its power explaining the law of motion
of capitalist mode of production and exploitation.

The application of the Lakatosian Framework of SRPs gives some opportunities
to evaluate Marxian research program as normal science. It also gives some chances
to compare Marxism with other competing SRPs. If Marxism can be demonstrated
as normal science or it surpasses other SRPs in scientific degree, the place for
Marxism is expanded at least in academic communities. Nevertheless, Marxism
itself is closely related to praxis.

The above-conducted exercise of synthesizing the message of Marx and Engels
aims to be a methodological explanation of their legacy. A conclusion in this sense is
that most of the insights of M-E SRP fall under the category of Hard Core. Recalling
that according to Lakatos Hard Core prescriptions are not susceptible of falsification
by definition, this proves the relevance of their legacy along with their deepness
and originality. The reason for this statement is that the Hard Core in question is
highly grounded on profound analyses, which are related to deep human and natural
considerations based on the observation of historical processes. Some contenders
would argue however that even philosophical insights must be susceptible to
falsification as otherwise they can be interpreted as dogmas (mainly Popper).

In contrast SRPs with large Protective Belts are epoch and region-specific, and
as a consequence their validity is transitory. SRPs with large Positive Heuristics
contribute few philosophical insights and are therefore only rich in operational
methods, meaning that they are SubSRPs of previous SRPs. This is not included
in Lakatosian methodology but can be learned in practice. The relevant issue of
a SRP in the normative sense is its general applicability in terms of being both
universal and timeless.
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In spite that there surely exist some benefits in application of a SRP framework
into Marxism, the dead-weight loss of this application must be considered. This cost
may arise from the difference between the SRP’s framework criteria and Marxism’s
theoretical orientation. In the SRP approach any assumption that underlies theories
from which corroborated predictions are derived is always accepted. It is because
explanations are sometimes found in the Protective Belt of a SRP. As a result
assumptions are not tested directly, but predictions matter. We cannot assume as
a fact what is supposed to be deduced. However in the Marxian approach instru-
mentalism cannot be accepted.

Nevertheless, a further conclusion might be that Marx, like say Keynes or Freud
is not free of falling under the spell of the strands prevailing in his time, such as an
extreme positivism, which is a straightforward legacy of the French Enlightenment.

Nonetheless M-E SRP is highly applicable today. The aliveness of a SRP also
arises from its ability to predict qualitative results and conditions. In this case
fulfilled predictions tell the following story. In terms of humanism, Marx predicts
both the individualistic vacuum and the capitalistic collapse. In this and many other
respects M-E SRP will be useful throughout the 21st century. For opposing views
on applicability, see Popper himself (Popper 1945), who dubs Marx’s theory as
metaphysical since it is not susceptible to falsification.

On the other hand, the neoclassical SRP can be assessed as a comparison with the
analysis hereby conducted. Perhaps the most remarkable characteristic of the former
is that it is based on eternal and universal (rather than historical) laws in regards
to human behavior. This consideration is widely acknowledged in the economics
profession. This must be however, the subject matter of further studies.

If the contributions of Marx and Engels contain both new theoretical and empirical
prescriptions, as this analysis attempts to demonstrate, further theoretical progress
nevertheless has to be achieved. For instance, a rather confusing notion is that
Communism represents the final stage of history and of dialectical materialism.
But dialectics mean perpetual change. Why should dialectics be detained at any
particular point of history?'* Whatever exists is imperfect. Ideal states in societies’
processes are states of mind. Further, equilibrium is just a concept borrowed from
exact sciences, and especially used in British political economy and in both Cartesian
and Kantian ordered visions of life. No social theory is free from subjection to
ideology or from historical considerations.

There are differences between the development of nature entities (simple) and
the development of human beings and societies (dialectic). The transition from
potentiality to actuality in societies’ development is mediated by consciousness and
will. Thus contradictions constitute the essence of Spirit if freedom is the goal. But
Marx’s economic sublimates are empirically verifiable unlike those of either Freud
(sexual sublimates) or Nietzsche (power sublimates).
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The Lakatosian methodology of SRP demonstrates that systems of thought
must be clear and contributive to explanations and predictions. In terms of clarity,
most Marx and Engels’ concepts were hereby labeled under different headings of
a SRP for obtaining a practical result of the undertaken classification. A practical
conclusion from this classification may be that human emancipation is an achievable
goal, taking into account that surplus value is a historical product. Perhaps Marx and
Engels’ idea of human emancipation, Marx’s epistemology (mixing theoretical with
ideological and practical concerns) and Marx and Engels’ emphasis on the role of
the economic issue in history constitutes the deepest part of their legacy to mankind.

Regarding conclusions about the literature review of Marx and Engels’ legacy
it can be stated that no definitive proof of aliveness can be drawn, although M-E
SRP is theoretically sound and progressive—as can be seen in their Hard Core,
and hence useful for conducting specific predictions. Marx’s philosophy is both
evolutive and revolutionary.

Finally, general conclusions could be seen by using a holistic view of the
objectives of the intellectual bequeaths of Marx and Engels. Other systems of
thought look superficial and temporary when this Lakatosian type of exercise is
conducted, but further studies of the Marx and Engels legacy should be reviewed
in order to drawn a valid conclusion. However it can be initially stated that only
such systems as the Darwinian, the Copernican and the Marxian SRPs have both
eternal and universal applicability.

All in all, both Marx’s philosophy and qualitative predictions survive with
success, which is a requirement for a SRP to be progressive.

Appendix: Marx and Engels’ Complex System

A complex system is a methodology borrowed from physics. It is a sequence of
interrelated and progressive steps, which is useful for characterizing and synthesizing
the main issues belonging to a project of investigation. Its main features are its
dynamical properties and its interrelations, where every element has an influence
on (and is influenced by) others in sophisticated patterns.

This is useful here as it was already proved that Marx’s vision articled by his
organicism is suitable for outlining his interdisciplinary contribution on the huge
issue of human emancipation.

The main points comprising a complex system are: extreme sensitivity to initial
conditions, causes, purpose, interrelations (for either co-operating or struggling
purposes), mobile (engine), emerging properties, consequences and suggestions or
implications. Interrelations have a key role in complex systems, as simple systems
are comprised of simple, unidirectional and linear interrelations among concepts
or categories.
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The purpose of this appendix is to classify Marx and Engels concepts in a new
way for obtaining a deeper understanding and an improved applicability of those
concepts as well as the legacy of Marxism. This task is done in the next paragraphs,
where M-E SRP is outlined with a high level of— interdisciplinary—coherence,
which is the hallmark of modern complex systems.

Marx and Engels’ Complex System: A verbal description

* Objective = The improvement of human condition.

» Causes = Alienation, exploitation, economic phases and cycles.

* Emerging properties = Money, credit.

* Mobile = Struggle, economic impulses, the desire for obtaining benefits in
the face of high benefits rates.

* Interrelations or antagonisms = They occur between objective and subjective
factors, between economic phases (within modes of production) and between
workers and capitalists.

* Purpose = Realization and evolution of human nature into a communist
society.

» Consequences = Abstract factors are subordinated to concrete factors,
alienation, human pauperization, human unhappiness.

* Policies = Struggle, surpassing of economic phases.

This list represents the scheme of complex systems; although the whole M-E
Complex System is synthesized below, taking into account the multiplicity and
richness of its interrelated—not linearly—insights. The issues of both emerging
properties and mobile are outside the system although they have an impact on it.
Some further issues in the M-E Complex System are outlined in the next paragraphs
as an additional form of classification of categories in order to obtain new insights.

With respect to the beginning—initial conditions—of the M-E Complex System,
Primitivism exists in social modes of production, where the method used in social
sciences is the same as that in natural sciences.

Sources are French Utopian Socialism, British political economy and German
philosophy, both idealistic and subsequent Post-Hegelian thinkers. Another source
of inspiration is an appreciation for workers.

Objectives are the understanding of the law of motion of human history and of the
historical role of Capitalism. It should be noted that Rationalism and egalitarianism
in the co-operative organization of societies exist.

The mobile is economic thermodynamics referred to the process among work,
greed, class struggle, and the dichotomy between labor and capital as reflected in
earnings. Even more importantly, emerging properties are: money, capital, industry,
the machine-man dichotomy, alienation. Money is transformed into capital.

WORLD REVIEW OF PoLiTicAL EcoNOMY  VoL. 4 No.1 SpriING 2013

WRPE 4-1b text 81 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

82 JESUS MUNOZ

Consequences and ends are: Capitalism must be surpassed, whereas Scientific
Socialism and Communism are the ends via praxis. The end is human emancipation.

Finally the suggestions are to address science issues to practical concerns, to
conduct revolutionary processes as the relevant part of praxis and to understand
man as both a subjective and a social being.

Suggestions in this case deal with both causes and initial conditions since the
studied complex system is also focused on modifying both modes of thought and
methodological attitudes.

Outstanding among the issues of Marx and Engels under this perspective is that
money is a part of the essence of man and hence a cause of alienation. Emerging
properties may be as hazardous as collateral effects.

Man and systems alike are highly dependent on initial conditions. Perhaps Marx
and Engels’ message under the complex and dynamic perspective is that any present
state of affairs can be reformed, since man is able to shape history through his work,
productive potential and applied thought.

Notes

Marx-Engels vision may also be labeled as one of the main Kuhnian revolutions of all time.
This insight is referred to as the Ow! of Minerva.
Laws are universal and eternal in physics.
A definition firstly proposed by Engels, and supported by Lenin.
Mainly in Schelling and in Hegel.
Popper criticizes this point of view in both The Poverty of Historicism (1957) and The Open Society
and its Enemies (1945).
The basic Hegelian idea of thesis, synthesis and antithesis is followed, although forces are economic.
This insight is also found in Hegel or in Schopenhauer. But it is envisaged by Marx in a concrete
form, as opposed to an idealistic (either abstract or pessimistic) form.
9. Rather than into passion which supports the path to the Absolute Spirit or Idea in Hegel. Man is a
passive sensuous subject in Feuerbach and an object in Capitalism.
10.  The State is the reincarnation of Absolute Spirit or Absolute Idea in Hegel.
11. The flexible idea that advanced nations must start revolutions is a part of the protective belt.
12. This prediction is considered as erroneous by many authors.
13.  This can be a debatable point.
14. This issue requires a detailed comparative study.
15. History detained at the consolidation of the Prussian State during the nineteenth century, according
to Hegel.
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Abstract: The ultimate cause of crises in capitalism is lack of profitability. The Keynesian and
Austerians (the supporters of austerity measures), deny this. So their solutions to crises do not
work. Keynesian state-induced stimulus programs (redistributive, monetary, and fiscal) cannot
overcome the underlying tendency for profitability to fall. The same holds for the policies of
“austerity,” which are designed to reduce debt and raise profitability. These conclusions are
particularly relevant for the weaker Eurozone economies in the midst of the euro crisis. In a case
study of Argentina, we argue that it was not competitive devaluation that restored growth after
the 2001 crisis, but default on state debt caused by the previous destruction of productive capital.

Key words: long roots; Keynesians; Austerians; Marx’s Law

1. Profit Calls the Tune

Capitalism does not develop in a straight line upwards. Its movement is subject to
recurrent cycles of “booms and slumps” that destroy and waste much of the value
previously created. For example, the 1880s and 1890s saw a massive destruction
of US value and wealth; and the Great Depression of the 1930s also. Now we
have suffered the first Great Recession and are in the Long Depression of the 21st
century. We hold that the key to understanding the sequence of booms and busts is
the movement of the profit rate.!

Individual capitalist businesses compete with each other to sustain and increase
not only the mass of profits but also their profits relative to the capital invested. To
do so, they increasingly use new technology to boost the productivity of labor. But
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this is capitalism’s Achilles’ heel. The accumulated cost of investing in new plant,
equipment etc. inexorably rises compared to the size and cost of the labor force.
As only labor can create value (a point to be empirically substantiated below),
the value and surplus value generated by the capitals investing in new methods of
production begins to fall. On the other hand, these capitals are more efficient and
produce a greater output. By selling it at the same price as the lower output of the
technologically backwards capitalists, they appropriate a share of the surplus value
produced by the latter. Their rate of profit rises but that of the technologically less
efficient capitals and of the economy as a whole falls.? If other capitalists modernize
as well, profitability falls consistently. Eventually it will cause a fall in the mass of
profit. Then capitalists stop investing and “go on strike.” A crisis ensues.

Capitalists try to avoid the crisis in various ways: by trying to exploit workers
more; by looking for yet more efficient technologies; and by speculating in
unproductive areas of the economy, e.g. the stock market and banking and finance,
where they gamble for gain. National capitalist economies look for new sources of
labor supply to exploit abroad and new foreign markets from which to appropriate
(surplus) value. These are some of the counteracting factors to the main law of
profitability, the “law as such.” But these counteracting factors can only work for
a while. Eventually, the law of falling profitability will operate.

Empirical evidence confirms this. We shall focus on the US since the Second World
War.3 Figure 1 shows that the rate of profit has been falling since the mid-1950s and
is well below where it was in 1947.% There has been a secular decline. But the rate
of profit has not moved in a straight line. After the war, it was high but decreasing
in the so-called Golden Age from 1948 to 1965. This was also the fastest period
of economic growth in American history. Profitability kept falling also from 1965
to 1982. GDP growth was much slower and American capitalism (like elsewhere)
suffered severe slumps in 1974-75 and 1980-82.

Then, as Figure 2 shows, in the era of what is called “neo-liberalism” from 1982
to 1997, profitability rose. Capitalism managed to get the counteracting factors to
falling profitability into play, i.e. greater exploitation of the American workforce
(falling wage share); wider exploitation of the labor force elsewhere (globalization),
and speculation in unproductive sectors (particularly, real estate and finance capital).
Between 1982 and 1997, the rate of profit rose 19 percent, as the rate of surplus value
rose nearly 24 percent and the organic composition of capital rose just 6 percent.’

This “neo-liberal period” had less severe slumps, although economic growth
was still slower than in the Golden Age, because profitability was still below the
period of the Golden Age, particularly in the productive sectors of the US economy.®
Much of the profit was diverted away from real investment and into the financial
sector. Profitability peaked in 1997 and began to decline. Between 1997 and 2008,
the rate of profit dropped 6 percent, the rate of surplus value fell 5 percent, while
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Figure 1 US average rate of profit, ten-year rolling annual average, 1951-2011 (indexed,
1947 =100)

Source: See Appendix.
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Figure 2 US average rate of profit, 1982-2011

Source: See Appendix.
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the organic composition of capital rose 3 percent.” This laid the basis for the Great
Recession of 2008—09. There was a mild contraction in the US economy in 2001,
followed by a mild boom up to 2008. Then we had the Great Recession of 2008—09.%
Profitability started to fall in late 2005 (Figure 2).

The slump and the ensuing Long Depression were more severe than anything
seen since the 1930s because of the huge build-up of debt and financial assets in
the previous two decades (and particularly after 2002). This capital accumulation
was what Marx called “fictitious” in that it did not create or represent real value.
Instead, there were credit-fuelled bubbles first in hi-tech stocks (crash in 2000) and
then in housing (crash 2007). By 2007, the unproductive financial sector accounted
for 40 percent of all US corporate profit. Finally, this credit bubble burst, bringing
down the banking sector and the economy. The high level of private sector debt
was compounded by the state having to bail out the banks.

Until this overhang of unproductive capital is cleared (“deleveraged”), profitability
cannot be restored sufficiently to get investment and economic growth going again.
Indeed, it is likely that another huge slump will be necessary to “cleanse” the system
of this “dead (toxic) capital.” The Long Depression will continue until then. Despite
the very high mass of profit that has been generated since the economic recovery
began in 2009,° the rate of profit stopped rising in 2011. The average rate of profit
remains below the peak of 1997.

But the rate is clearly higher than it was in the late 1970s and early 1980s at its
trough. That can be explained by one counteracting factor to the secularly rising
organic composition of capital, namely a rising rate of surplus value since 1982,"
as Figure 3 shows.

The story of US profitability is also repeated for the major capitalist economies.
Various studies have shown a similar trajectory for the rate of profit in the major
economies.'! The latest analysis of the “world rate of profit” incorporating the G7
major economies and the BRICs (Brazil, Russia, India, China) found that there
was a fall in the world rate of profit from the starting point of the data in 1963 and
never recovered to the 1963 level.!

The world rate of profit reached a low in 1975 and then rose to a peak in the
mid-1990s. Since then, the world rate of profit has been static or slightly falling and
has not returned to its peak of the 1990s (Figure 4). This suggests that the boom
of the late 1990s and early 2000s was not based on rising profitability in the major
economies, but more on a credit bubble and the growth of fictitious capital.

There is a divergence between the G7 rate of profit and the world rate of profit after
the early 1990s. This indicates that non-G7 economies have played an increasing
role in sustaining the rate of profit, while the G7 capitalist economies have been
suffering a profitability crisis since the late 1980s and certainly since the mid-1990s.
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Figure 4 The world and G7 average rates of profit, 1963-2008 (indexed, 1963 = 100)

Source: Roberts (2012).
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Globalization was the major force that enabled the counteracting factors to
dominate in the 1990s. Capitalism became truly global in the late 20th century, a
period that was similar but way more powerful than in the “globalization” period
of the late 19th century. The huge increase in capitalist investment into so-called
emerging capitalist economies brought into the capitalist mode of production for the
first time a huge supply of peasant and non-capitalist labor, and sometimes at a cost
below the value of labor power in the dominant countries, i.e. super-exploitation.'®

However, the data suggest that the countervailing factors are no longer sufficient
to drive up the world rate of profit for now. Further destruction of capital will
be necessary through another significant slump in global capitalism to raise
profitability." There is still a long way down to go for US and global capitalism
before it reaches the bottom of the current down phase.

2.The Keynesian Diagnosis

For Marxists, the key variable in understanding the motion of a modern capitalist
economy is the rate of profit. The Marxist analysis recognizes that the underlying
cause of the crisis in the first place is to be found in the failure of capitalist production
to generate enough profit relative to capital invested. Then, capital must self-destroy
to restore profitability and start the whole thing again. This means that a sufficient
mass of unprofitable weaker capitals must go bankrupt, old technologies must
be replaced by new, more efficient, ones, and sufficient unemployment must be
generated. Until that point, it will languish.

The Keynesians do not recognize profit, let alone the ARP, in the capitalist
economy as the key variable. Like neoclassical theory, they start with the concept
that capitalist production is for consumption, not profit. Consumption leads to
investment in production. Thus the key variables for Keynesians are consumption
and investment.

The lack of demand can be caused by wage compression. But Keynesians also
rely on factors outside the economic process as an “explanation” of the dynamics
of the capitalist economy. If investor and consumer confidence disappears, money
is hoarded, demand falls and investment stops. The state is ascribed an important
point in stimulating demand.

Keynesian theory concludes that higher profits depend on workers spending
more, the economy importing more and, failing that, on government dissaving or
net borrowing. So in a slump when households are saving more and spending less,
especially less on foreign goods, the Keynes-Kalecki profits equation argues that
capitalism can be saved by more government spending, not less.'”> However, as
section 3 will argue, higher wages and thus higher spending by workers can only
worsen the crisis.
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Apart from theory, there is no evidence that justifies the view that capitalism is
beset by a crisis caused by a lack of demand. Take the US economy. The slumps
of 1974-75 and 1980-82 were preceded, not by a fall in wages relative to profits
generating a “lack of demand,” but the contrary. Yet those major capitalist slumps
were preceded by a decline in the average rate of profit for corporate business
(Figure 5). After the 1980—82 slump, the average rate of profit rose and wages fell
relative to profits.'® Yet there was no serious slump for US capitalism after the early
1980s (1990-01 and 2001 were mild compared with 1974-75 or 1980-82). So the
data conform to the Marxist theory of crisis and not to the Keynesian.
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Figure 5 US average corporate rate of profit and wages/profit ratio, 1947-2011

Source: See Appendix.

All previous research on business cycles has concluded that the movement in
investment is initially driven by movements in profit, not vice versa.'” Our own
analysis of the Great Recession confirms the conclusions of this earlier research.
Profits fell for several quarters before the US economy went into a nose dive
(Figure 6). US corporate profits peaked in early 2006—that’s the absolute amount,
not the rate of profit, which peaked earlier in 2005. From its peak in early 2006,
the mass of profits fell until mid-2008, made a limited recovery in early 2009 and
then fell to a new low in mid-2009. After that, the recovery in profits began and the
previous peak in nominal dollars was surpassed in mid-2010.
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Source: See Appendix.

What was the reaction of investment to this movement in US profits? When US
corporate profit growth started to slow in mid-2005 and then fell in absolute terms
in 2006, corporate investment went on growing for a while as companies used up
reserves or increased borrowing in the hope that profits would be restored. But
when that did not materialize, investment growth slowed during 2007 and then fell
absolutely in 2008, at one point falling at a near 20 percent year-on-year rate. Profits
started to recover at the end of 2008 but investment did not follow for a year. It was
the same for GDP. GDP peaked well after profits did and recovered after profits
did. The movement of profits leads the movement of investment, not vice versa.
Profits were falling well before the credit crunch began. So the crisis was not due
to a lack of “effective demand,” but followed the Marxist law of profitability, even
if the eventual trigger for the slump was in the financial sector.

3. The Keynesian Prescription

But can Keynesian policies restore an economy’s profitability and end the slump?
Civilian Keynesian policies'® can be defined as: state induced; capital financed;
redistribution or investment, policies. Let’s consider redistribution first.
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State-induced pro-labor redistribution

Suppose the state brings about a redistribution of value from capital to labor through
pro-labor legislation, or progressive taxation, or higher subsidies. Let us assume
unsold consumption goods (the assumption behind Keynesian interventionism)
and suppose that policies are introduced to raise net wages (direct, indirect and
deferred). More consumption goods are sold and labor consumes more. This is why
these policies are supposed to be pro-labor. Greater sales also mean fewer losses
and thus the recovery of lost profits. The Keynesian argument is that these greater
profits can (more than) offset the increased wages, thus initiating the upturn. This
is why these policies are supposed to be pro-capital as well. Both capital and labor
would gain. This is the reformist character of Keynesian policies.

But does a policy aimed at increasing wages restore profitability? Let us divide
the economy into the sector producing means of production (sector I) and that
producing means of consumption (sector II).

(a) First, take sector II. Under the most favorable hypothesis for the Keynesian
argument, the whole of the wage increase in both sectors is spent on unsold
consumption goods (rather than being partly saved). On the one hand, sector II
suffers a loss in profit due to higher wages; but on the other, it can sell the unsold
means of consumption to its own laborers for an equal price. The numerator of
the rate of profit is thus unchanged. But the denominator rises due to the higher
investment in variable capital (labor). Labor’s consumption increases, but sector
II’s rate of profit falls.

(b) Now take sector I. Its numerator decreases (because of lower profits due to
higher wages) and the denominator rises (because of higher investment in labor
power). In this sector too, labor’s consumption increases, but the rate of profit falls.

(c) Finally, higher wages in sector I (a loss for capital in sector I) increase the sale
of consumption goods to labor in sector I by sector II (a gain for capital in sector
II). Sector II’s gain is equal to the loss for capital in sector I. There is no change
in the two numerators.

Gain and losses in the numerators of the ARP offset each other but the denominators
in both sectors rise. So the ARP falls. Wages and thus labor’s consumption can
increase but the ARP falls, confirming Marx’s view.

Suppose now that wages keep rising up to the point where all consumption
goods are sold. Supposedly, a further wage rise would spur the extra production of
consumption goods and this would stimulate the production of means of production.
The economy would be revived. However, production will only increase if both the
demand for the extra output and profitability rise. But this is not the case. Pro-labor
redistribution raises demand, but lowers the ARP. The Keynesian medicine fails
because it assumes that the dynamics of the system depend on consumption rather
than on profitability. Even from the Keynesian perspective of profit, where the
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gains deriving from higher sales are supposed to offset the cost of increased wages,
Keynesian policies fail because profits do not increase.

Up to here, the implicit assumption has been that the profits are those of enterprises
in the productive sectors. The conclusion has been that higher wages lower the firms’
profits and profitability. But the brunt of higher wages can also fall on the profits
of the firms in the unproductive sectors of the economy (commerce, finance and
speculation). In this case, labor gains from redistribution, but this policy threatens to
accelerate the burst of the financial bubble. Profits in these sectors can be skimmed,
but one should be aware of the consequences: your death, my life!

The brunt of a wage rise could also be borne not by the firm, but by the capitalists’
own (unproductive) consumption. Then, a pro-labor redistribution increases labor’s
consumption but decreases that of the capitalists. Under the assumption that labor
has a higher propensity to consume than capital, the investments induced by labor’s
higher consumption could increase more than the decreased investments caused by
capital’s reduced consumption. Both productive capital and labor would gain. This
argument suggests a supposed community of interests between labor and productive
capital against parasitic capital. But it overlooks that, as a rule, net investments do
not increase if profitability falls and that, if they do increase, whether the net increase
has a higher or lower organic composition than the average, and thus whether the
ARP rises or falls as a result (see the Marxist multiplier below).

Most would argue in favor of a redistribution from capitalists’ unproductive
consumption to labor. This seems self-evident in terms of equity. But that is not
the same as concluding that the policy would revive the capitalist economy. Those
who think that are not making a distinction between the two sources of surplus
value. The economy would not be revived if profits were curtailed in favor of
wages either way. If the surplus value or profits are those retained by enterprises,
higher wages will reduce those profits and profitability in spite of labor’s higher
consumption. If the surplus value or profits are those that capitalists distribute to
their own unproductive consumption, higher wages cannot revive the economy
because of the above.

Some capitalists, the more robust ones, might decide to increase production even
at lower levels of profitability. But if profitability keeps falling, eventually they will
have to reduce their output. Some other (the weaker) capitalists will go bankrupt
and cease production altogether. It follows that capitalists will reduce their output
in spite of the higher demand induced by pro-labor policies."”

State induced investments and the Marxist multiplier

The strongest case for Keynesian policies is not the effect on the redistribution of
national income but the impact from state induced investments. But the issue that
is ignored by Keynesians (and some Marxists who advocate this policy) is: who is
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supposed to finance these investments? There are two possibilities: it can be either
capital financed or labor financed. While the distinction is important from the point
of view of who pays for these investments, the impact on profitability is relatively
independent of which class pays initially for these policies.

Consider capital-financed investments. Let us distinguish between sector I, the
producer of public works, and sector II, the rest of the economy. Let’s say surplus
value, S, is appropriated (e.g. taxed) by the state from sector II and channeled
into sector I for the production of public works.? S is the loss for sector Il and a
deduction from its surplus value. Having appropriated S from sector II, the state
then pays sector I a certain profit, p, and advances the rest, S—p, to sector I for the
production of public works.

The state receives public works from sector I to the value of S—p+p*, where p*
is the surplus value generated in sector I (whether p* is equal to p or not). Sector
I realizes its profits because it has received p from the state, while p* belongs to
the state. Sector II loses S but sector I gains p. In sum, private capital loses S—p to
the state and the numerator of the ARP decreases by that much. So, initially, the
ARP falls. In the case where labor finances the public works through taxation, the
ARP rises because both capitalist sectors receive a share of the value of labor as
surplus value.

But whether it is capital or labor that finances public works, the final outcome of
these policies on the ARP will depend on what we call the Marxist multiplier:®' To
produce public works, sector I purchases labor 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 labor power. This multiplier effect cascades throughout
the economy.

Under the most favorable hypothesis for the Keynesian argument, the state
induced investments are sufficiently large to absorb the unsold goods and then
stimulate new production. But given that the firms involved in the cascade effect
have different organic compositions, three outcomes are possible for the ARP.

(a) The initial investment by sector I (whether capital financed or labor financed)
plus the further investments induced by it are such that their organic composition
is equal to that of the whole economy. Then the rate of profit generated is equal
to the economy’s average. The ARP after these investments does not change. The
policy fails to raise the ARP.

(b) Alternatively, the chain of investments stops at a point at which the organic
composition of all the invested capitals (including the initial ones) is higher than
the average. This is the most likely outcome, given that new investments tend to
incorporate new technologies with higher organic composition. The ARP falls and
so the policy fails. The reason why the higher organic composition of this aggregate
worsens the crisis is that the extra investments have gone predominantly to the most
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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 the latter and eventually push them out of the market, thus worsening the crisis.

(¢) In the opposite case, where the average organic composition falls because
of these investments, the ARP can rise. But then the Keynesian policy has helped
the less efficient capitals, those with lower organic composition (and thus lower
efficiency) to survive. In this case, this policy only postpones the slump instead
of ending it.

Most important, all the three possible outcomes are not policy options that can
be determined a priori by the state. After the initial investment, the final result in
terms of organic composition and ARP depends on the spontaneous working of the
system. The state can influence only the first step, by appropriating value either
from labor or from capital and by initially commissioning public investments to
low or to high organic composition capitals. Figure 7 provides a summary of the
assessment of Keynesian policies.

‘Would monetary policies help?

Some Keynesians propose to stimulate demand neither through state redistribution
nor through state-induced investments but by increasing the quantity of money.*
The assumption is that the ultimate cause of crises is a lack of “effective demand” so
that a higher quantity of money in circulation could stimulate demand, investments
and growth.

Consider first empirical evidence. Figures 1, 4, and 5 show unmistakably the
secular falling trend in the ARP. If monetary policies have failed for more than 60
years to reverse the trend, why would they succeed now? Indeed, there is no reason
to think they would. First, inasmuch as money is actually printed, no new (surplus)
value is created. The economy cannot restart if, in spite of higher demand, the
surplus value produced relative to the capital invested is unchanged. Printing money
merely only increases the representation of value and thus of surplus value rather
than (surplus) value itself. By printing money, the state redistributes value already
produced but no new (surplus) value is generated. We have seen that pro-labor
redistribution cannot offer a way out of the slump. We shall see below (section 4)
that even pro-capital redistribution cannot do that either.

Second, by “printing money” what is really meant is expanding credit. The
notion that credit is money is almost universally accepted and yet fundamentally
wrong. By creating credit, one does not “create money out of nothing,” an absurd
proposition. Out of nothing, one can create nothing. By creating credit, one creates
debt, not money.

Central banks have increased the supply of money globally (power money), but
the quantity of this money is tiny compared to the growth of credit or debt in the
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form of bank loans, debt securities and their derivatives. Power money has risen
from 4 percent of world GDP in the late 1980s to 11 percent now. But all forms of
credit started at 150 percent of world GDP and are now over 350 percent of global
GDP, some 30 times larger than power money (see Figure 8).
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Figure 8 Global liquidity as % of world GDP, 1989-2011

Source: Roberts (2012b), and see Appendix.

Eventually debts must be repaid. So credit expansion only postpones a crisis
to the moment of debt repayment. The Keynesian argument is that debts can be
repaid when, possibly due to the Keynesian policies, the economy restarts and the
appropriation of the surplus value needed for debt repayment no longer threatens
the recovery. But this is wishful thinking. Pro-labor redistribution compresses
profitability and thus worsens the crisis. State induced investments can in principle
raise profitability but this is not a way out of the slump but merely a postponement
ofthe eruption of the crisis. By postponing the recovery, the policies are an obstacle
to, rather than being a condition for, the repayment by the state of its debt.?®

The crisis must itself create the condition of its own solution, namely the
destruction of capital. Only when sufficient (backward) capitals have been destroyed
(have gone bankrupt), can the more efficient productive units start producing again
on an enlarged scale. It follows that, if Keynesian policies postpone the impact of
the crisis, they also postpone the recovery.

The idea that state induced investment policies, possibly through state borrowing,
could start a sustained recovery, provided the scale is sufficiently large, is not only
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theoretically invalid (as we have tried to outline above) but it is also empirically
unsubstantiated. The example usually mentioned is the long period of prosperity that
followed the Second World War, the so-called Golden Age of capitalism. Supposedly
Keynesian-style policies through government borrowing (budget deficits) made it
possible to kick-start the long period of prosperity of 1946—70. But US gross federal
debt as a percentage of GDP actually decreased during the Golden Age from 121.7
percent in 1946 to 37.6 percent in 1970. The long spell of prosperity was not due
to credit creation, but due to the reconversion of military into civilian capital and
to the liberation of pent-up purchasing power after the war.**

Would competitive devaluation help?

Another tenet of Keynesian theory is the almost religious belief that for weak
countries devaluation provides the way out of the crisis or at least mitigates it. This
point is particularly important for the weaker Eurozone countries. Elsewhere, we
consider as an example the comparison between Germany and Italy.” We conclude
that Germany owes its superior performance on the international markets to its
greater productivity.

Italy (or other weaker Eurozone countries) could compete with Germany by
leaving the euro, reverting to the lira and to competitive devaluation. However, it
would be mistaken to think that devaluation could spur greater productivity and
economic growth, greater employment, higher wages, better living conditions for
labor, and so lead Italy or other weaker countries out of the slump. If Italy devalues,
more lire are exchanged for each euro. Italian commodities are sold to Germany
at below their pre-devaluation euro price and thus a part of Italy’s commodities
are appropriated by Germany for free. In terms of use values, the lost commodities
contribute not to Italy’s consumption and investment but to Germany’s. In terms
of value, Italy loses to Germany the value and surplus value contained in those
commodities. So initially, Italy’s ARP falls while that of Germany rises.

What are the consequences for labor? Employment might increase if the extra
export consists not of unsold commodities but of newly produced ones. But the
rate of exploitation increases as well. In fact, the capitalists try to compensate for
the loss of profits by raising the rate of exploitation of the increased employment.
Also, while labor’s purchasing power grows due to the extra employment spurred
by the greater production for export, there are fewer wage goods available on the
national market. This can lead to inflation. Either the prices of wage goods increase
or wages must be reduced. Competitive devaluation, to be successful, requires an
increase in the rate of exploitation.

The ARP falls initially because of the exporting firm’s loss of surplus value.
However, the final outcome for the ARP from the extra production induced by
devaluation depends on whether labor is subjected to extra exploitation and on the
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Marxist multiplier. As argued above, the chain of extra investments spurred by this
extra production can either raise the organic composition, thus lowering the ARP,
or lower it, thus raising the ARP. But in this case, it is the less efficient capitals
that are kept alive.?

In sum, through competitive devaluation, production and employment in the
exporting firms rise. Therefore, both the GDP and the balance of trade of the
exporting country improve. However, these results are short-term because the
exporting country loses value and surplus value to the importing country so that
the former’s growth is hindered rather than stimulated. This longer-term negative
result is hidden behind the short-term improvement.

As for the ARP, the fall inherent in the loss of use values and of the (surplus) value
contained in them might be offset by the positive effect on the ARP of the Marxist
multiplier. But then as seen above, the crisis is only postponed. Labor is worse off
because although employment rises, the rate of exploitation rises too. On balance,
the short-term improvement in production, employment, GDP, and the trade balance
(these are the indicators conventional economics focuses upon) hides the lower
real wages and the greater rate of exploitation of labor, the loss of value, and either
the immediate fall in the ARP or the postponement of this fall (a temporary rise).
In spite of appearances, the consequences of competitive devaluation are negative
both for capital and for labor; if not immediately, in the longer-term.

4. Austerians vs. Keynesians

Nowadays, the dominant economic theory is the Austerian one. For it, the cause of
crises is too high wages. To assess this thesis, we must start from a period of high
profits. In fact, if we started from a period of low profits, we would assume a period
of crisis, which is what we want to explain.

Now, if wages start to rise, profit can either rise /ess or fall. There is no reason
to assume that wages necessarily rise to the point at which profits (or the ARP)
fall. This theory is thus indeterminate. Greater wages cause a fall in profits only if
the quantity of the new value generated is either stagnant or decreasing. But then
that assumes what has to be explained. Once the crisis has begun, higher wages
worsen it. But what worsens the crisis is not its cause. This is the root cause of
neo-liberalism’s mistake.

What the Austerians propose are in effect various forms of pro-capital
redistribution. They urge reductions in budget deficits and levels of public debt,
obviously by cutting wages. They oppose “quantitative easing” and instead propose
to hike interest rates at the first opportunity. The purpose of these policies is clear:
to restore profitability through a shift of value from labor to capital, while at the
same time avoiding policy measures that interfere with the working of the market.

WORLD REVIEW OF PoLiTicAL EcoNOMY  VoL. 4 No.1 SpriING 2013

WRPE 4-1b text 101 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

102 GUGLIELMO CARCHEDI & MICHAEL ROBERTS

If higher wages are not the cause of the crisis, wage compression cannot be
its cure. This is not because of the reasons advanced by the Keynesians, namely
because reduced demand, caused either by private capital or the state, worsens the
crisis. It is true that wage containment causes difficulties in realization, first in the
sectors producing wage goods and then in the rest of the economy through reduced
profits. But lower wages also mean higher profits. And as we have seen above,
even when all the consumption goods equal to the wage cut remain unsold, gains
and losses compensate each other. From a Marxist standpoint, the numerator of
the ARP is unchanged but the ARP rises due to lower investments in labor power
reducing the denominator.

However, the economy cannot restart in spite of higher profits and profitability due
to difficulties in realization as wages have fallen. So capital’s challenge is to invest
rising profits in sectors other than wage goods. One possibility is to invest in the
means of production for the means of consumption. But then the realization problem
in sector II would only be postponed. Or capital could shift to investing in the
means of production for the means of production, for example, in the construction
of factory buildings. However, the demand for such commodities would eventually
decrease (you cannot keep constructing factory buildings without putting them into
use) and realization problems would then appear in this sector as well. Moreover,
the more profitability falls due to the rising organic composition of capital from
investing in this sector, the less is capital’s incentive to invest.

Eventually demand falls across the board. Then the extra profits are either set
aside as reserves (hoarded) or invested in the unproductive sectors (commerce,
finance, and speculation) where profitability is higher. On the one hand, this transfer
to unproductive sectors contributes to the inflation of the financial bubble. On the
other, reduced accumulation in the productive economy lowers the creation of
newly generated surplus value. Tax revenues fall and state finances deteriorate.
When both pro-capital redistribution and the production of new (surplus) value turn
down, the bubble bursts. And when the financial bubble bursts, the state is forced
to appropriate increased value from labor to rescue the financial (banking) system.
The real economy deteriorates because of increased state taxation and the collapse
of speculation and the financial sector generating closures and unemployment.

So wage containment, neo-liberalism’s card against the crisis, can only postpone
the crisis. And once the crisis starts, more sacrifices by labor cannot expand
reproduction in the productive economy. A rising state debt ratio to GDP is not
initially caused by wage cuts and lower consumption (Keynesian fashion) leading
to slowing GDP growth. Rather, it is falling profitability and reduced accumulation
in the productive economy (both because less profits are available for recapitaliza-
tion and because a greater portion of those lower profits is unproductively invested)
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that causes slowing growth, rising unemployment and lower wages, i.e. lowering
labor’s purchasing power.

Yet Keynesian economists perceive state induced “austerity” (an ideologically
laden word that should be carefully avoided) as the cause of the crisis. For example,
Stiglitz criticizes austerity policies to the effect that wage cutbacks reduce income
and thus profitability.”” If wage cuts were the cause of the crisis, the slump could
be countered by raising wages. Both capital and labor would gain. This is the basis
of Keynesian reformism. But if wage cuts just postpone the crisis, in the long run,
the policy is useless. In sum, the tendency towards crisis will operate whether
wages increase (because profitability falls) or decrease because the greater profits
are diverted towards unproductive investments.

Supporters of austerity like to cite the example of the Baltic states as showing
that these policies will quickly restore profitability and growth.?® The government
there adopted neo-liberal policies forcefully. Estonian unemployment fell back from
20 percent in early 2010 to just(!) 10 percent now and the economy grew at over
8 percent in 2011. But Estonia’s real GDP is still some 9 percent below its peak in
2007, having fallen over 17 percent from peak to trough.

The real aim of austerity is to achieve a sharp fall in real wages and cuts in
corporate taxes and thus raise the share of profit. The Estonian labor force has been
decimated as thousands left this tiny country to seek work elsewhere in Europe.
Estonia also received over €3.4bn in EU structural funds to finance infrastructure
spending and employment. In this way, wage costs have been lowered and
profits raised.

That other poster child for “successful austerity,” Ireland, has achieved a partial
export-led recovery by getting rid of its “excess” workforce in a similar way. Irish
emigration is now back at levels not seen since the dark days of late 1980s.

Greece is not tiny like Estonia, but it is a relatively small capitalist economy,
dependent on trade, mainly of processed minerals, pharmaceuticals and food, as
well as services like tourism. Austerity in Greece is supposed to be aimed at the
public sector. But the reality is that it is private sector workers that have been hit
the most. Public sector employment shrank by some 56,000 from 2009 to 2011,
a 7.8 percent drop. Private sector employment (a much larger share of the labor
force) is down 13 percent. And labor costs are down 18.5 percent. This is the real
target of austerity.

We estimate that the Greek rate of profit peaked in 2007 some two years before
the crisis really hit Greece. Investment then plummeted 50 percent from 2007 to
now (Figure 9). Austerity has driven the rate of surplus value up by 25 percent
since 2009. But Greek capitalism is still encumbered by inefficient capitals and
the organic composition of capital remains elevated. So investment is not yet
recovering.
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Figure 9  Greek rate of profit and business investment since 2000 (indexed, 2000 = 100)

Source: See Appendix.
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Source: See Appendix.
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The UK economy is the largest one where the government claims that austerity is
the best (only) policy that will work. So far, it is failing. Far from the budget deficit
coming down, it will be larger in the fiscal year to April 2013 than in 2012 and
the gross public debt to GDP is heading towards 100 percent of GDP. Government
tax revenues are just not meeting targets because the UK economy is teetering on
recession. And most important, unlike the US, UK profitability has not recovered
since the Great Recession (Figure 10). And that is keeping business investment low.

Keynesians think that the economy can be revived by the Fed raising “expectations”
(falsely), along with more government spending, if necessary by more borrowing.
The Austerians reckon that adding to debt will prolong the crisis. The Keynesians
disagree.?”” Both sides continue to focus on the financial sector as the root cause
of the slump and not on the productive sectors that create (not enough) surplus
value. Marxists reckon that you can tinker with more or less money creation, but
it will have little effect if the productive sectors of the economy are not recovering
sufficiently to get investment and employment up.

This is the lesson to be drawn from Argentina in 2001, our case study.

5. What Can We Learn From Argentina?

Within the context of the present euro crisis, Argentina is often mentioned as
a success story based on Keynesian pro-labor redistribution policies and on
competitive devaluation.*® The fixed convertibility of the peso to the dollar was
introduced in 1991 and was revoked ten years later. That decade can be subdivided
into a first period (1991-97) of relatively high economic expansion and a second
(1998-2002) of economic crisis. The crisis reached its apex in 2001 and recovery
started in 2002. What is important for our purposes is what caused the crisis in 2001
and then the rebound in 2002.

In 1997-98, the economy entered the crisis. The data in Table 1 reveal its severity.
Behind these data there is a falling profitability. Michelena (2009) shows that the
ARP had been falling since the early 1960s and rebounded around 1985.

Table 1

Argentina GNP Capital accumulation Un- and under-employment
1997 8.1% 3.7%

1998 3.9% 26.5%

1999 —3.4%

2002 —10.9% 2% 38.9%

Note: The rate of accumulation is the rate of growth of gross fixed capital stock less residential constructions.
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Figure 11 Argentina: rate of profit, 1961-2007

Source: Michelena (2009), chart 1, p. 90.

A broadly similar movement is visible in Figure 12 that shows a tendential fall
in the ARP from 1967 to 1989 and an upward movement since then. This figure
shows the interplay between the average rate of profit (ARP) on the one hand and
the organic composition of capital (OCC) and the rate of surplus value (ROSV) on
the other. While the organic composition rises tendentially over the whole period,
the ARP rises also tendentially because of the big leap towards the end of the 1980s
due to a greatly rising rate of surplus value. More specifically, several turning points
are visible.

From 1963 to 1968—69, the ARP rises in spite of a rising OCC because of a
large increase in the ROSV. The increase in the ROSV overpowers that of
the OCC.

From 1968-69 to 1980, the ARP falls because the OCC rises while the ROSV
rises less. The increase in the OCC predominates.

From 1981 to 1990, the ARP rises in spite of a slight fall in the ROSV because
of a greater fall in the OCC.

From 1990 to 1995, the ARP rises sharply in spite of a rising OCC because
of a great increase in ROSV.

From 1995 to 2001, the ARP falls because, while the OCC rises, the ROSV
falls.

From 2001 to 2003, the ARP rises in spite of a rising OCC because of a greater
increase in the ROSV (40 percent according to our estimates).

From 2003 to 2007, the ARP falls in spite of a fall in the OCC because of a
greater fall in the ROSV.
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Figure 12  Argentina: ARP, OCC and ROSV, 1963-2007

Source: Extended Penn World Tables 2011, authors’ calculations.

These data show that the financial crisis of 2001 was preceded by a six-year fall
(1995-2001) in the ARP due to a previous ten-year rise in the OCC, starting around
1990, and to a six-year fall in the ROSV, starting from 1995. In its turn, the fall in
the ARP for the economy as a whole has been the result of falling profitability in the
productive sector. The decade-long rise in the OCC meant that many businesses had
closed or had gone bankrupt. “All sectors were contracting, with the exception of
finance and banking and of the foreign companies that were running the privatized
public services” (Tognonato 2005: 18).

As a result of the crisis, in 2001 and 2002, about 3,000 firms closed down
(Ghigliani 2002). In the same period, wages fell dramatically: “In 2001, the laborers
lost 32 percent of their purchasing power” (ibid.). In 2002, “more than half of the
Argentineans went hungry” (ibid.).*'

Capital is essentially a production relation, so bankruptcies and decreased
capital accumulation coupled with falling employment in that period constituted a
destruction of productive capital. The ARP fell from 40.4 percent in 1997 to 31.8
percent in 2001 according to our own estimates.” So the crisis of profitability ignited
the financial crisis (rather than the other way around) and Argentina defaulted on its
sovereign debt of $132bn in the last week of 2001. This constituted a destruction
of financial capital. In January 2002, fixed convertibility was abandoned. The peso
devalued from parity with the US dollar to 4 pesos to 1 dollar.
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The recovery started in 2002, right after the explosion of the financial crisis. The
default was certainly an important factor.*® However, for the Keynesians, two other
factors were more important. First, there was the devaluation of the peso, which
made Argentine exports cheap and (more) competitive abroad, while discouraging
imports. Second, there was pro-labor redistribution, i.e. the large amounts of money
set aside for social welfare by the Kirchner administration (higher wages for the
lowest-paid laborers, the easing of conditions for house mortgages, etc.). It is argued
that these are the reasons for Argentina’s recovery—namely Keynesian policies.
Yet Argentina’s exports started to decrease after an initial jump in 2002, while the
ARP increased tendentially up to 2006—07 (see Figures 11 and 12). So the longer-term
rise in the ARP cannot be ascribed to the one-shot competitive devaluation. As for
pro-labor redistribution, while the ARP recovered as early as 2001, wages only
started to grow in 2003, after recovery had started (Figure 13).3* The workers’ share
in added value too started to increase in 2003 after a fall from 37 percent in 1993
to 29 percent in 2003 (Figure 14). But the ARP started to fall approximately at the
same time, contrary to the Keynesian assumption but conform to Figure 12 above.

110 /'
105

100

95

90

85

80

75

70 T T T T T T T T T T T T T T ]
93 94 95 96 97 98 99 00 01 02 03 04 05 06 07

Figure 13  Argentina: index of real average wages, 1993-2007

Source: Extended Penn World Tables 2011, authors’ calculations.

What, then, revived the Argentine economy? First, the devaluation of the peso
stimulated import substitution by the better-equipped domestic firms. A very
significant portion of traditional local producers disappeared. The outcome was
a destruction of the less efficient capitals in the manufacturing sector (Ghigliani:
33-34) and a greater degree of competitiveness on the foreign markets. Second,
privatization meant the re-creation of private capital in the productive sphere.
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Figure 14  Argentina: share of wages in value added, 1993-2007

Source: Extended Penn World Tables 2011, authors’ calculations.

Economic indicators started to improve. According to Michelena (2009),
investment as a percentage of GNP grew from 11.3 percent in 2002 to 23.1 percent
in 2008.%° Greater investment caused an increase in the rate of accumulation. After
an initial fall of 2 percent in 2002, it rose 5.1 percent in 2006. This caused a fall in
the rate of under-employment from 38.9 percent to 21.4 percent in the same period.
Employment rose more than capital accumulation and so the organic composition
of capital fell. Industrial production grew by an average rate of 7.9 percent between
2002 and 2009. GNP rose 8.8 percent in 2003 and hovered around that growth rate
until 2007.%¢

But while these indicators were rising, the falling ARP was preparing the next
crisis. Between 2003 and 2007 the ARP fell in spite of a falling organic composition
because of a lower rate of surplus value.

Our conclusion is that Argentina’s recovery was fuelled neither by devaluation
nor by redistribution policies, but by the re-creation of previously destroyed
private capital in the private sector with a low organic composition; a rising rate
of exploitation; and improved efficiency. This is the cause—rather than Keynesian
policies—of Argentina’s economic revival.

Appendix: Sources and Methods

Figure 1. The ARP has been smoothed into a ten-year rolling average. The data are
based on Figure 2’s data from the US BEA NIPA tables.

Figure 2. The US ARP measure is based on the whole economy.
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Profits = net national product (BEA NIPA table XX) less employee compensation

(BEA NIPA table 6.2).
Constant capital = historic cost net fixed private non-residential assets (BEA NIPA
table 4.1).

Variable capital = employee compensation (BEA NIPA table 6.2).

Figure 3. The rate of surplus value = profit divided by variable capital.
Organic composition of capital = constant capital divided by variable capital.

Figure 4. Data sources and methods can be found in Roberts (2012).

Figure 5. Profits are from NIPA tables 6.17A, 6.17B, 6.17C, 6.17D: corporate profits
before tax by industry. In the first three tables, utilities are excluded.

Fixed assets. The 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.

The money ARP is computed by dividing profits of a certain year by constant and
variable capital of the preceding year. It is computed for the productive sectors. The
best approximation to that are the goods producing industries. These are defined
as agriculture, mining, utilities, construction and manufacturing. However, utilities
are disregarded (see above). N.B. Constant capital includes only fixed and not
circulating capital because of difficulties of estimating the latter on the basis of
the available statistics. The inclusion of circulating capital would only depress the
ARP further. See note 4 below.

Figure 6. Data from FRED, Federal Reserve Bank of St Louis.

GDP = real gross domestic product, BEA NIPA $bn chained 2005 GDPC96.
Investment = real private nonresidential fixed investment $bn chained 2006,
PNFIC96.

Corporate profits = corporate profits with IV and CC adjustments sa annualized
CPROFIT.

Figure 7. Developed from Carchedi (2012).
Figure 8. Data from Roberts (2012b) based on IMF, BIS and authors’ calculations.

Figure 9. Data for Greece from Eurostat Ameco database.
Net capital stock at 2005 prices: total economy (OKND).
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National income at current market prices (UVNN).
Price deflator gross domestic product at market prices (PVGD).
Compensation of employees: total economy (UWCD).

Figure 10. Data from UK Office of National Statistics.

Net return on capital. Quarterly rates of return of private non-financial companies
(%).

Business investment. Gross fixed capital formation of private non-financial
companies, quarterly £bn.

Figure 11. From Michelena (2009), chart 1, p. 90.

Figure 12. Data from Extended Penn World Tables. https://sites.google.com/a/
newschool.edu/duncan-foley-homepage/home/EPWT

ARP = GDP (column X), employee compensation (N*w) and capital stock (K).
ARP = (X-N*w)/(K+N-w).

Figures 13 and 14. Data from Extended Penn World Tables.

Notes

1. The authors support the view that the only meaningful rate of profit in Marxist terms is one based
on measuring constant capital in historic costs. But there are differences among the supporters of
this thesis. Kliman (2012) measures the rate of profit in historic costs and concludes that there was
no significant rise in profitability during the so-called neo-liberal period. Roberts (2011), using a
different measure of profit but with constant capital based on historic costs, does find such a rise.
Carchedi (2011b) also finds a rise after 1986 in the average rate of profit for productive sectors.
Jones (2012: 7), “using a revised measure of historic costs” also finds that there was a “recovery
in the rate of profit following 1983 which was volatile, but significant.”

2. For adetailed analysis of the redistribution inherent in the process of price formation, see Carchedi
(1991).

3. The empirical material in this section concerns the whole of the US economy while section 2
focuses on the corporate sector and section 3 on the productive sector only (for the definition of
the productive sector, see Appendix). The consideration of both only the productive sectors and
also of the unproductive ones adds strength to our argument because, while the measures of the
average rate of profit (ARP) and the shape of the cycle differ moderately according to whether
the unproductive sectors are considered or not, the trends, the results, and the conclusions are the
same.

4. All empirical research on the US rate of profit agrees with this statement. See Roberts (2009, 2011),
Carchedi (2011a, 2011b, 2012, 2013), Kliman (2012), among others. See Roberts (2009, 2011)
for references to other research. Basu and Manolakos (2010) applied econometric analysis to the
US economy between 1948 and 2007 and found that there was a secular tendency for the rate of
profit to fall with a measurable decline of about 0.3 percent a year “after controlling for counter-
tendencies.” Roberts finds an average decline of 0.4 percent a year through 2009 using the latest
data.

5. The organic composition rose more in the productive sectors (see section 3).

6. See Carchedi (2011b) for the causes of the rise and fall of the Golden Age. See also below for a
summary.

7. A similar pattern emerges in the productive sectors. Profitability peaked in 1997 (9.23 percent)
and reached its lowest point in 2009 (4.45 percent). The organic composition rose from 1.75
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percent in 1977 to 2.4 percent in 2008. The rate of exploitation fell from 25.38 percent in 1997
to 16.34 percent in 2009. Profitability rose from 2002 to 2006. So many analysts argue that the
crisis cannot be due to falling profitability. Carchedi (unpublished paper) provides an exhaustive
answer. Suffice it to say that the ARP rose because the rate of exploitation rose dramatically from
13.1 percent in 2003 to 40.2 percent in 2006. So the cause of the increase in the ARP was greater
exploitation. A sustained recovery starts when more surplus value is produced and realized in the
productive sectors rather than appropriated in distribution. There was no such recovery between
2003 and 2006, only super-exploitation. From 2006, the rate of exploitation starts falling and so
does the ARP because of the rise in the organic composition (from 2.1 in 2007 to 2.9 in 2010).
Basu and Vasudevan (2011), like a number of other authors, argue that the “current crisis cannot
be viewed as a crisis of profitability.” Yet the authors also show that the cost of mechanization rose
six times faster after 2000 than in the previous two decades. So the downward pressure on the rate
of profit was resumed despite a rising rate of surplus value or exploitation. Therefore the authors
conclude: “It was capitalism’s dynamic drive to accumulate and innovate that led to the potential
erosion of profitability.”

Total US corporate profits reached a low at the end of 2008 of $971bn at the depth of the slump,
but then recovered to surpass the previous peak and reach $1,953bn by the end of 2011, but profits
have declined since to $1,921bn by mid-2012.

The rate of surplus value rose from 0.47 to 0.57, up to 2005, or 21 percent, while the organic
composition of capital rose from 1.24 to 1.31 or just 6 percent. After 2005, the organic composition
began to rise sharply, while the rate of surplus value tapered off. The rate of profit fell from 2006
onwards, a good year or more before the credit crunch and two years before the recession.
Mingi Li (2008).

Roberts (2012).

Smith (2010).

Following Marx, by destruction of capital, we mean essentially bankruptcies of firms and
unemployment.

Kalecki (1942).

The measure for the US rate of profit in Figure 2 is based on the “whole economy” and not just the
corporate sectors as in Figure 5. So the figures are based on different categories for the measurement
of profit and fixed assets as a result. Figure 2 also starts in 1982, while Figure 5 starts in 1947.
So the turning points in profitability differ slightly. Nevertheless, the same trends appear in both
measures.

See Mitchell (1927), Tinbergen (1939), Haberler (1960), Feldstein and Summers (1997), Bakir
and Campbell (2006), Camara (2010). More recently, Tapia Granados (2012), using regression
analysis, finds that, over 251 quarters of US economic activity from 1947, profits started declining
long before investment did and that pre-tax profits can explain 44 percent of all movement in
investment, while there is no evidence that investment can explain any movement in profits. Yet
the Keynesians ignore this evidence and continue with the mantra that “it is investment that calls
the tune,” to use the phrase of Hyman Minsky.

We disregard military Keynesianism.

This, by the way, undermines conventional economics at its very foundations because it shows the
fallacy of equilibrium: demand and supply do not tend towards a price at which they meet. But even
if they did meet, the fall in the ARP would upset that equilibrium and even if it were restored, it
would be so at a constantly decreasing level of profitability. So there would be a tendency towards
crises even if demand and supply met at each point.

This is a simplification. The state appropriates surplus value by e.g. taxing both sectors. The point
is that sector I receives more surplus value to invest than that it loses to the state.

See Carchedi (2012).

See Roberts (2012).

There is no affinity between this conclusion and that of the Austrian school. For the Austrian
school the economy, if not tampered with, tends towards equilibrium (rather than towards crises,
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as in Marx) and government intervention is the cause of crises (rather than being one of the many
countertendencies).

24. See Carchedi (2011b). See also the IMF World Economic Outlook of October 2012, chapter 3, on
the reasons for the reduction in US federal debt after 1945. According to the IMF case study, high
fiscal surpluses, strong GDP growth and inflation accompanied the reduction in the debt ratio, not
Keynesian cuts in interest rates or increased budget deficits (although the IMF tries to suggest the
former as the cause).

25. Carchedi (2013).

26. We are not arguing here whether Italy or the other weaker countries should retain or leave the
euro. Rather, the purpose is to clarify the real advantages/disadvantages of reverting to competitive
devaluation.

27. Stiglitz (2002).

28. Bourne comments in an article for City AM that “Estonia proves that a turnaround through swift,
sharp austerity is possible for a country provided it has stable pre-existing conditions, or is willing
to undertake radical supply-side reform alongside curbing spending. It’s these conditions that are
wrong in southern European countries, which have excessive borrowing, unsustainable welfare
states, high debt burdens, unreformed and illiberal labour markets, excessive and burdensome
regulation and dysfunctional banking sectors. Reform on these fronts is just as important as reining
in spending.” http://www.cityam.com/article/estonia-proves-it-s-possible-cut-spending-and-con-
tinue-grow

29. In2010, Krugman seemed to recognize that there could be “debt-driven slumps.” He wrote a piece
with Gauti Eggertsson (2010) that argued an “overhang of debt on the part of some agents who are
forced into deleveraging is depressing demand.” Yet more recently, Krugman appeared to deny
the role of public sector debt in crises. Krugman says it does not matter in a “closed economy,”
i.e. one where one man’s debt is another’s asset. It’s only a problem if you owe it to foreigners.
http://krugman.blogs.nytimes.com/2011/12/28/debt-is-mostly-money-we-owe-to-ourselves/

30. Manzanelli (2010: 30, 36, 48) seems to ascribe the rise in the ARP in the post-convertibility period
basically (but not exclusively) to the neo-liberal massive transfer of value from labor to capital.
But his data can be used to support Marx’s thesis that the movement of the ARP (and thus of the
economic cycle) is basically determined by the movement of the organic composition of capital.
Lower labor costs and higher exploitation weaken the tendential fall.

31. A particularly important reaction to the crisis was the occupation of factories by the Argentinean
workers. Between 160 and 180 factories had been occupied in 2004, employing about 10,000
workers (Atzeni and Ghigliani 2007). There is no room here to deal adequately with this question.
See Ghigliani (2002, 2003).

32. Manzanelli (2012, chart 3), argues that the ARP falls tendentially since 1993 and that it rises up to
2010. It seems that for Michelena the long-term slump ended around 1985 and that the 1998-2002
crisis is a short, downwards period within a longer upwards cycle. These are important points that,
however, can be overlooked because the question here is whether the Argentinean economy exited
the slump due to devaluation and pro-labor redistribution or not and what lesson can be drawn for
the weaker euro countries.

33. Nevertheless, to this day, Argentina has been cut off from international lending. At present, it is
likely that Argentina will have to default again, on bonds issued in the debt restructuring of 2005
and 2010 (Webber 2012).

34. Writing from a capitalist perspective, Domingo Cavallo (2011), the former Argentine finance
minister, pointed out that the improvement in the trade balance was “a piece of luck,” due to the
greatly increased price of soya, and not the result of competitive devaluation. While skyrocketing
export prices have certainly improved the balance of trade, the basic reasons for the recovery are
those outlined below.

35. But began falling again to 20.6 percent in 2009, in the onset of the new global crisis.

36. But after that year it started declining. It fell by 1.9 percentage points from 2007 to 2008 and by
a further 5.9 percentage points from 2008 to 2009. After the 2001 default, imports controls and
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currency restrictions have been imposed, the government has tapped central bank reserves to pay
its debt obligations, and inflation has been running at about 25 percent. These are indicators that
the economy is running out of steam.
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Yuanpeng Hong’s Resume

Professor Yuanpeng Hong was born in Rugao, Jiangsu Province, in October 1935.
He is currently a professor and doctoral supervisor in the Institute of Economy
at Fudan University in Shanghai. He has served successively as the Director of
the Department of Economy, the Dean of the Institute of Economy, Chairman of
the Higher Degree Committee, and head of post-doctoral mobile research center
for Theoretical Economics at Fudan. He is also a member of the National Social
Science Fund Group, director of the editorial committee of World Economic Papers,
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vice-chairman of the Chinese Research Board of Das Kapital, Chairman of the
Research Board of Das Kapital in Comprehensive Universities all over China,
deputy head of the Shanghai Economic Association, and vice-chairman of the
Shanghai Collective Economy Research Center—among other posts.

Yuanpeng Hong has been engaged in the teaching of and research into Das
Kapital, price theory, the theory of socialist economy, comparative economic theory,
theory and practice of economic interests, theory of cooperative economy, and
other fields. In 1989, he won a National Special Award for Outstanding Teaching
Achievements among Chinese Universities for taking part in the course “Teaching
Reforms of Political Economy.” Yuanpeng Hong has published almost 300 academic
papers in journals such as Social Sciences in China. He is also a co-author or one of
the editors of over 80 books, nearly 30 of which have won awards. In 1984, he was
appointed a professor. In 1990, he was recognized as a national middle-aged expert
with outstanding contributions. Since 1992 he has enjoyed a special allowance from
the State Council. He was listed in the 1992-93 edition of Who's Who in the World
by the International Biography Centre (Cambridge, England), and has been included
in the 23rd edition of the Dictionary of International Biography.

In 2012, Yuanpeng Hong won the 11th Shanghai Academic Award for
Philosophical and Social Scientific Achievements and was widely recognized for
his research, teaching and promotion of Das Kapital. He has also been recognized
for his systematic and integrated work in problems in benefits in a socialist market
economy, and for advancing innovative ideas, thus significantly contributing to
theories of socialist economy.

Yuanpeng Hong started to learn about Marxist political economy in the early
1950s. He has been learning, teaching and researching in this field for more than
50 years. He is a student of Marxist political economy, as well as a continuously
creative teacher and researcher. It is no wonder that he has won such rich honors,
because of his unique work and contributions in so many areas.

Yuanpeng Hong’s Achievements in Das Kapital Research

Yuanpeng Hong worked in collaboration with Professor Zhang Xunhua in
completing the Synopsis I, Synopsis II and the Trial Interpretation I of Das Kapital
around 1977. These became the earliest interpretations of Das Kapital in China. All
three books won the third prize for Outstanding Philosophical and Social Scientific
Achievements among colleges and universities in Shanghai in 1984.

In 1981, he began to independently compile the three volumes of the Draf of Das
Kapital, some 600,000 words altogether. This book was originally mimeographed
by such institutions as Tongji University and Municipal Party School. In 1982 it
was stereotyped by Jiangsu Party School and released internally, and then spread
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widely across China. Based on this, it was subsequently developed into the four
volumes of the New Textbook on Das Kapital (hereafter abbreviated to Textbook).

Textbook made several unique contributions. It stands out for its general
introduction to the four volumes of Das Kapital as well as its introductions and
summaries of every part, and its overviews of each chapter. In addition, Textbook
accurately reflects the original work, with a clear synopsis of the main concepts of
Das Kapital. 1t quotes the key original sentences containing the main conclusions
and pivotal expositions as much as possible. Furthermore, 7extbook introduces
the basic concepts in Das Kapital in each summary according to the sequence of
appearances of these concepts, in order to help readers understand the causes and
effects of basic concepts in Marxist political economy.

Textbook arranged notes on difficult sentences and allusions in relevant parts and
chapters, in order to help readers understand challenging concepts in Das Kapital.
Textbook also includes all important argumentations in Das Kapital on philosophy,
scientific socialism, political science, law and history, etc., which can promote
deep understanding of Marxist theory. Furthermore, Textbook points to several
disputable problems in theory to stimulate thinking and lay a basis for research in
these problems. Textbook also ties some principles in Das Kapital to real problems
of modern capitalism, and presents some new interpretations. Zextbook is also
closely linked to the realities of building socialism with Chinese characteristics.

Textbook includes several brief comments on theories that are relevant for analysis
of contemporary bourgeois economy, including value, wage, profit, currency,
interest, and rent. Textbook also lists several questions to help readers review and
mull over each section of Kapital.

Textbook has been welcomed by many readers and experts, in particular for the
questions it identifies as deserving of further research and thought. It won the third
prize for Outstanding Philosophical and Social Scientific Achievements in Shanghai
for 1986-93, as well as the second prize for Good Textbooks among Common
Universities and Colleges in Shanghai in 1995.

To commemorate the hundredth anniversary of Marx’s death, in 1983 Yuanpeng
Hong published a monograph titled Difficult Issues in Das Kapital. Some 400,000
words long, the book connects basic theories in Das Kapital with realities of
contemporary capitalism and socialist economy, and points to some critical issues
long in dispute both in China and internationally. The book also advances personal
opinions and some of the author’s unique ideas, including whether the developing
stage of capitalism can be skipped; two use values with different meanings; two sorts
of currency crises; standards for classifying social economic stages; classification
of circulation costs; classification of social reproduction; rules for rapid growth of
means of production; whether socialist economic factors can exist inside capitalist
society and socialist rent, etc.
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This work was introduced at the Chinese Book Exhibition in Hong Kong in
1995, and won the award for outstanding philosophical social scientific works in
Shanghai (1979-85), as well as first prize for outstanding works in philosophy and
social science among 13 provinces and cities in North China.

These achievements, along with the 2002 book, Concise Course of Das Kapital
(Fudan University Press), typify the two main features of Yuanpeng Hong’s research
into Das Kapital: First is its close connection with social reality, especially socialist
economic reality. This stems from his working experience and theoretic studies of
socialist economy. While he was conducting research in socialist economy, he felt
that it was necessary to delve into Das Kapital and connect it with socialist economic
reality, and he did this by teaching and doing research in Das Kapital. The second
feature is Yuanpeng Hong’s combination of deep research and popularization.

Throughout the process of building socialism in China, the priority in theory has
been on radical reforms, cleaning out all non-Marxism of either “Left” or “Right,”
while holding firmly to Marxism. Yuanpeng Hong has made many contributions
in this respect. He can be called a firm Marxist economist.

Yuanpeng Hong'’s Exploration for the Construction of Economic
Discipline

Professor Hong has not only steadily adhered to Marxist economics, he has also
been an innovative Marxist economist. He aims at theoretical innovations mainly
in the following areas:

Development and innovation in Marxist economics

Professor Hong believes that political economy is a discipline in constant
development, one which should conduct theoretical innovation and help establish
a new political and economic system according to the characteristics of the times
and historical tasks. On how to develop political economy, Professor Hong proposes
the following. Firstly, political economy cannot leave out the “political.” From the
point of view of system theory, the socio-economic system is a large system which
is formed by the interaction of subsystems, including politics, economics, social
and cultural factors, productivity and so on. Only by simultaneously considering
all factors, such as the political, cultural and institutional, on the running of the
economic system can we develop a scientific explanation of economic phenomena
and political movements. Secondly, as a scientific study of the socio-economic
system, political economy must consider a country’s reality with its own character-
istics. Now we are talking about the development of political economy, that is, to
establish political economy with Chinese characteristics. Thirdly, it should be made
clear that the object of study of political economy is the relations of production,

WORLD REVIEW OF PoLiTicAL EcoNOMY  VoL. 4 No.1 SpriING 2013

WRPE 4-1b text 119 03/06/2013 07:49



PROOF - Property of Pluto Journals — not for unauthorised use

120 BO CHEN

but it should have theoretical innovation according to the characteristics of the
times and the new historical mission to establish a new political economy. Based
on the above understanding, Professor Hong advocates that it should create a new
system of political economy based on the characteristics of the times and the new
historical mission, to replace the old system of political economy constituted by
the capitalist part and the socialist part of the two major blocks. The new political
and economic system will be composed of the following parts. The first part is
the change and internal transformation of the economic system; the second is the
production process; the third is the exchange process; the fourth is the process of
allocation; the fifth is the process of consumption; and the sixth is the history of
the development of political economy.

Development and innovation in Marxist economic theory

Professor Hong thinks that Marxism is an open and living system, which constantly
draws from and is continuously enriched and developed by practice, and integrates
all useful achievements of human civilization. Yuanpeng Hong points out the rules of
developing Marxist economic theory, that is, to stick to, to clarify, and to develop it.

Firstly, Professor Hong believes Marxist economic theory must include three
basic aspects:

(1) It must rest on the major laws of socialist economic practice as revealed in
the Marxist classics. For example, the fundamental task of socialism is to
develop productivity. Professor Hong published the article “On the Internal
Sources of Productivity” in The Ideological Front, discussing internal sources
of productivity in 1978, which indicates that labor, science and technology,
and the forces of nature are the three internal sources of productivity. At that
time, most theorists who studied the productive forces had long been focusing
on the level of superficial factors of production.

This paper was subsequently incorporated in the book On Productivity—
Proceedings on Problems of the Productive Forces since the Establishment of
the Country, which was edited by the Institute of Economics of the Chinese
Academy of Social Sciences, and incorporated into the Fourth Series of Das
Kapital Studies of Beijing Normal University.

(2) Professor Hong also insisted on the generally applicable law of human society
as revealed by Marx. This includes the law of growth of labor productivity,
agriculture as the foundation of economy, enterprise management as the
objective requirement of large-scale joint work, reproduction in any society
requiring certain material reserves.

(3) Professor Hong insists on the use of Marxist method. The laws of motion of
capitalist economy, such as those revealed in Marx’s Das Kapital, have a certain
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application in study of development of socialist economy, while abandoning
their capitalist nature and purpose.

Secondly, Professor Hong thinks that we should clarify many incomplete or
incorrect understandings of Marxist economic theory, or even misunderstanding
or misleading interpretations. For example, in 1981, Professor Hong published the
article “Can’t Socialist Economic Factors Be Produced Within Capitalist Society?”’
in Fudan Journal (Social Sciences Edition), aiming at criticizing the viewpoint of
many books on political economy that socialist economic factors couldn’t develop
within capitalist society. In this article, he held that there existed socialist economic
factors within capitalist society. This article brought about hot debate. Professor
Hong then published another article, “On Socialist Economic Factors in Capitalist
Society.” In this article, he held that the viewpoint that socialist economic factors
could not be generated within the capitalist society only after the seizure of power by
the proletariat and that they can only develop gradually was not a Marxist viewpoint.
He also believed that there should and must be socialist economic factors in capitalist
society. He also pointed out that the reality of contemporary capitalism showed
that socialist economic factors had existed in capitalist development. For example,
the cooperative economy is an “active sublation” of the capitalist system; state
monopoly capitalism is the entrance to socialism; the stock economy is a transitional
form from capitalism into a socialist economy; economic planning is the “surrender”
of the unplanned production of the capitalist society to the forthcoming planned
production of the socialist society; the socialization of the social welfare system is
the partial adjustment of the capitalist relations of distribution; and so on. Professor
Hong pointed out the fact that socialist economic factors existed in capitalist society
strengthened the confidence in socialism, and helped correctly understand problems
of contemporary capitalism and the future of proletarian revolution.

With respect to the problem of socialist accumulation, Professor Hong published
the article “On Several Problems of Socialist Accumulation” in Economic Research
in 1978. This article considers accumulation as the main source of expanding
reproduction, but not the only one. His thesis immediately triggered a fierce
controversy among theorists. Subsequently, he published additional articles arguing
that accumulation is not the only source of expanding reproduction, and theoretically
explaining and demonstrating his point. His 1980 article, published in Academic
Monthly, and entitled “Accumulation Is Not the Only Source of Expanding
Reproduction,” was named the Outstanding Paper in Economic Science of 1979-83
by the Shanghai Economic Association.

In another example, in the past, a widespread misconception was that rent would
be eliminated with the elimination of private ownership of land. But Professor
Hong pointed out that as long as there was land ownership, there would be rent.
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The socialist revolution established public ownership of production and eliminated
private ownership of land, but did not eliminate land ownership, so land rent would
continue. Moreover, in order to end serious waste in use of land, and prevent huge
profits by individuals and consequent loss of national income from real estate
transactions, we must admit that land rent still exists after a socialist revolution.

Finally, it is especially noteworthy that Professor Hong believes that the
development of Marxist economic theory has three aspects. First and foremost, it
is important to combine the economic theory of Marxism with Chinese socialist
realities to further develop the theory. Many theoretical conclusions of classical
Marxist theorists should be updated with the development of practice after socialist
revolution, such as the theory of single public ownership, the theory of highly
centralized planning, and the theory of distribution of products according to labor.
Second, we should learn from and draw from the reasonable elements of western
economic theory. He advocates critical understanding of western economics.
Finally, the precious legacy of Chinese economic thoughts should be inherited
and developed.

In addition, Professor Hong has conducted numerous studies with significant
achievements. For example, his book The Trajectory of Economic Theory has gained
great prominence. The book categorizes and compares ancient and modern economic
theories according to different topics and creates a new system of the history of
economic theories.

Exploration in synthetic economics

Professor Hong set out to create a long-awaited integration of economics on the
basis of long-term theoretical explorations. He considers that the main theme of
the development of economic theory is comprehensive innovation. Economic
theory has been forming for more than 200 years, evolving into a discipline,
which has developed into a huge scientific system after lengthy internal evolution
and integration. Everything in the world must be divided after being joined for a
long time, and vice versa; then things that joined together are divided again, and
vice versa; thus, joining and division interact with each other all along. Economic
science shows an increasingly integrated trend of multi-level development based
on evolution and intersection of many theories. Adam Smith’s Wealth of Nations is
an economics masterpiece formed by comprehensive innovation flowing from the
various viewpoints of its ancestors. In the century after the publication of Wealth
of Nations, along with the development of science and technology and their use in
production, and with the refinement of the division of labor, the economic system
became increasingly complex. Accordingly, economic science also experienced
vertical and horizontal differentiation, which brought about many branches and
schools of economics. The integration of economics also comes into being.
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Marx writes his immortal work, Das Kapital, through a comprehensive critique,
absorption and synthesis of bourgeois economics. Marshall first creates modern
microeconomics by compromising, reconciling or integrating preceding theory;
Keynes sets the foundation of modern macroeconomics through comprehensive
innovation in the theory and practice of macroeconomics. Samuelson rises to a
higher level, taking on a variety of western economic theory, and forming an all-
encompassing system of integrated economics. Since then, with the rise of the new
scientific and technological revolution, economics continues to divide and cross
again on a new basis, which has now formed a more complex economics system
of a classified subject.

The development of economic theory and practice of economic construction
requires creating a synthetic socialist economics. Although all of the existing
economic disciplines have provided certain answers from particular angles to various
questions raised in the reform and development of the socialist economy, each wants
to provide a clear and straightforward description to overall phenomena, yet the
object of any existing economic subject cannot be inclusive.

The synthetic economics created by Professor Hong includes five aspects: the first
is synthesis of productivity and the relations of production with the superstructure;
the second is synthesis of macroeconomics, mesoeconomics and microeconomics;
the third is synthesis of various socialist economic theories in different countries
and of different branches and schools; the fourth is synthesis of different subjects of
economic science and other related disciplines; the fifth is the synthesis of various
economic methodologies.

A lot of fundamental research has been conducted and many achievements have
been made by Professor Hong in synthetic economics. Professor Hong created
the field, which is in a leading position in China. As early as 1985, he proposed
establishing socialist synthetic economics in journals such as Fudan Journal (Social
Sciences Edition), Review of Economic Research, and Social Sciences in China. His
research was also in the lead among international economic theorists. According
to reports, many economists in Germany, the United States, Australia and other
countries are also striving to create the so-called mesoeconomics. Some have called
it comprehensive economics, but the synthetic economics of Professor Hong has
been more comprehensive, and includes foreign mesoeconomics to some extent.

Yuanpeng Hong'’s Innovation in the Theories of Interest and Interest
Relationship

While studying the theory and application of economics for years, Yuanpeng Hong
began to think about deeper problems in economics, then carried out research on
the theory of interest and its application. This research is divided into two stages.
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Stage 1: Systematic research in economic interest and economic interest
relationships

In a class for postgraduates majoring in economics, Yuanpeng Hong put forward
a question, “What is the core of economics?” During the research and discussion
with a group of doctors and young teachers, Yuanpeng Hong argued that the core
of economics is economic interest, and economics is a science to study economic
interests in the course of production, exchange, distribution and consumption. Based
on this, he made three famous conclusions: “The core of all economics is economic
interest,” “The core of all economic activities is economic interest,” “The core of
all economic relationships is economic interest.”

Yuanpeng Hong argues that among all social relationships, interest relationship
is primary, and the essence of all economic relationships is the economic interest
relationship.

Marxism has always attached great importance to economic interest and its
relationships. Marx found that what people strive for is all interest-related, and the
essence of all economic relationships is economic interest relationship. Das Kapital,
the main work of Marxism, actually studies the relationship of capitalist economic
interests, and explores the creation, exchange and distribution of this relationship
in terms of production, circulation and distribution. Marxist economics serves the
interests of the working class, or the majority. Lenin and Stalin also enriched the
theory of Marxist economic interest relationship with their practice in the socialist
construction of the former Soviet Union.

Guided by the theory of Marxist economic interest relationships, the Communist
Party of China (CPC) has absorbed some useful parts of western economic interest
theory, taking China’s real condition into account, and greatly enriching and
developing the theory of economic interest relationship. 7he CPC's Contribution
to Marxist Economic Interest Theory, published by Yuanpeng Hong, won third
prize for outstanding achievements in studying and propagating Deng Xiaoping
Theory in Shanghai.

Yuanpeng Hong thinks that in the socialist market economy, the economic
interests of participants are diversified, and various economic relationships are
found anytime and anywhere. Seen from a holistic or microscopic perspective,
there are economic interest relationships between the central and local governments,
among the state, enterprises and individuals, between regions, between workers
and peasants, between factors, between individuals, etc. Seen from the perspective
of industry or sector, there are economic interest relationships in the agricultural
sector, the industrial sector, the financial field, real estate, the leisure industry, and
in the course of opening to the world, etc. Seen from the perspective of ownership
or economic element, there are economic interest relationships of state-owned
economies, cooperative economies, shareholding economies, private economies,
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sino-foreign cooperative economies, etc. Seen from the perspective of specific issues
of research, there are economic interest relationships of economic growth, economic
reform, inflation, RMB exchange rate, and the environment, etc.

Yuanpeng Hong also argues that in a socialist market economy, the economic
interests of participants are diversified, the economic interest relationships are
different and complex and conflicts in interest are unavoidable. But the relationships
among interests can be reconciled. To do this, it is necessary to start with pursuing
comprehensive economic interest based on the interest of all the participants, and
build a mechanism to balance the economic interest in socialist market economy:
interests of the individual should be subordinated to the interests of the collective;
partial interests to overall interests; temporary interests to long-term interests; the
interests of the majority should be protected, the excessive profits of the minority
be limited; the legal interests should be safeguarded, and illegal interests should
be fought against. Meanwhile, the economic interest, political interest and cultural
interest should be combined so as to promote our material and spiritual civilization.

The research in economic interest relationships has great significance both
in theory and practice. It gives us a new perspective to study Marxist economic
theory, broadens the research of socialist economic theory, perfects and deepens
the construction of economic subjects, and is thus of theoretical significance. The
development, reform and stability of socialism can’t ignore economic interest
relationships, so the study of these relationships has great practical significance.

Yuanpeng Hong’s research on the theory and application of economic interest has
led to great achievements, summarized in the Series on Economic Interest Theory
and Application, edited by Yuanpeng Hong and published by Fudan University
Press. The series includes The General Theory of Economic Interest Relationships,
The Theory of Comprehensive Economic Interest, The Theory of Public Interest, The
Theory of Opportunity Interest, The Theory of Risk Interest, The Theory of Sharing
Interest, The Theory of Innovative Interest, and The Theory of Security Interest.
In addition to the series, The Theory of Common Interest, co-edited by Yuanpeng
Hong and others, was published by Shanghai People’s Press. The Theory of Trade
Interest and The Theory of Peasants’ Interest were also published. Two papers by
Yuanpeng Hong, “The Ten Interest Relationships in Socialist Market Economy” and
“The CCP’s Contribution to Marxist Economic Theory,” won a second prize and a
third prize respectively for outstanding achievements in studying and propagating
Deng Xiaoping Theory.

Stage 2: Research on development and changes in interest relationships in China
in the new era

2005 was the first year that major grants sponsored by the National Social Science
Fund were decided through open bids. Research in the Development and Change in
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Interest Relationships in China of a New Era, with Yuanpeng Hong as the principal
investigator, received one of the first such grants.

In a preliminary study, Yuanpeng Hong advanced the following three arguments:

First, interest is at the center of all social activities. In the present world, social
activities are filled with conflicts. People in different groups, communities, ranks,
classes, nations and countries have different interest objectives and demands.
People’s motivation in undertaking economic, political and cultural activities all
flow from pursuit of their interests. Without interest, people lose their incentive in
undertaking social activities. A socialist society is no exception.

Second, interest relationships (in the broad sense) are at the core of all social
relationships. The essence of human beings is actually a combination of all our
social relationships. The interest of individuals and the interest of the society
are the premises and conditions of each other. Development of society should
aim at increasing the interest of every individual while increasing the interest of
the majority. Individual interest must be based on the interests of the society, the
nation, the state and humanity, in accordance with the general trend of historical
development and the interest of the public. Only in this way, can individual interest
get a solid and secure foundation. Therefore, interest relationship is the core of
social relationships and we must pay due attention to it.

Third, the core of all social sciences is the interest relationship. Different social
sciences or scholars have different, even opposed explanations for the same social
problem, and draw different ideological conclusions and opinions. The root cause
lies in that when studying, explaining and trying to solve problems, different social
sciences and scholars, consciously or unconsciously, tend to take the stance of
a certain interest group, stand for and support its interests, accept the ideology
reflecting it, and adopt the values it satisfies. As a consequence, social sciences
must differ from natural sciences. In other words, the core of all social sciences is
the interest relationship.

In terms of new features revealed with the development of China’s economic
society and changes in social interest relationships, Yuanpeng Hong furthered his
research, and advanced some valuable views, such as the following:

He expressed his opinions on ten aspects of social interest theory: (1) interest is
a combination of the material and spiritual wealth that people need to meet their
own needs; (2) interest is eternal, while interest relationships keep changing; (3)
interest relationships are the core of all social relationships; (4) social interest is
a combination of many interests; (5) “value” is a measurement quantifying social
interests; (6) social interest evolves regularly; (7) the fundamental interest of people
is the starting point and end point of all activities; (8) social interest relationships
are the main problem of Chinese people’s inner contradiction in the new era;
(9) the coordination of interest relationship is the key to building a harmonious
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socialist society; (10) Marxists have always attached great importance to interest
relationships.

Yuanpeng Hong defined ten concepts related to interest theory and its application:
(1) the theory of comprehensive interest; (2) the theory of harmonious interest;
(3) the theory of shared interest; (4) the theory of open interest; (5) the theory of
opportunity interest; (6) the theory of risk interest; (7) the theory of trade interest;
(8) the theory of guarantee interest; (9) the theory of leisure interest; (10) the theory
of future interest.

He summarized ten features of social interest relationships in the new era: (1)
the notion of interest has been accepted by the public; (2) the agents of interest
are diversified; (3) the sources of interest are diversified; (4) the requirement for
interest goes public; (5) the interest gap is expanded; (6) the interest relationship
is complicated; (7) the interest demand is comprehensive; (8) interest relationship
is the major issue of the inner contradiction among people; (9) coordination of
the interest relationship is the key to building a harmonious socialist society; (10)
research in interest theory and its application is at its early stage.

Yuanpeng Hong summed up ten social interest relationships in the new era
of China: (1) the economic interest relationship between the central and local
government; (2) the economic interest relationship among the state, enterprises
and individuals; (3) the economic interest relationship between regions; (4) the
economic interest relationship between workers and peasants; (5) the economic
interest relationship between industries; (6) the economic interest relationship
between enterprises; (7) the economic interest relationship between individuals; (8)
the economic interest relationship between mental workers and physical laborers; (9)
the economic interest relationship between different owners of means of production;
(10) the economic interest relationship between China and the rest of the world.

He suggested ten ways to coordinate social interest relationships in China in the
new era: (1) the way to increase interests; (2) the way to integrate interests; (3) the
way to share interests; (4) the way to synthesize interests; (5) the way to guarantee
interests; (6) the way to compensate interests; (7) the way to check and balance
interests; (8) the way to ensure fundamental interests; (9) the way to ensure social
equity and justice; (10) the way to coordinate interest in a timely manner.

Yuanpeng Hong pointed out ten issues that can be further explored in social interest
relationship theory and its application: (1) the definition of interest needs further
research and consideration; (2) social interest and its connotation needs further
discussion; (3) quantification of social interest is a problem to be solved; (4) the
understanding of fundamental interest needs to be studied; (5) interest compensation
needs further discussion; (6) virtual interest is an important subject that has not
been well studied; (7) how to understand the basic interest relationship in the new
era can be further studied; (8) whether the fundamental law in the development of
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social interest relationship can be decomposed in multiple perspectives; (9) what
is the relationship between social interest and construction of harmonious society;
(10) how to analyze the relationship between social interest and social science.

The research accomplishments above by Yuanpeng Hong were not only thought
highly of by the central government and relevant ministries, but also drew great
attention in academia.

The series on interest relationships in the new era edited by Yuanpeng Hong
include “Introduction of Interest Relationship—a Final Report of the Research
on the Development and Change of Chinese Social Interest Relationship in New
Era,” “The Theory of Evolution of Social Interest Relationship,” “The Theory
of Holistic Interest,” “The Theory of Local Interest,” “A Comparative Study
of Interest Theories,” “Economic Globalization and the Change in our Interest
Relationships,” “Market Economy in the Light of Interest,” “The Theory of Interest
between Employer and Employee,” “The Theory of Enterprise Interest,” and many
more papers.

“The Theory of Evolution of Social Interest Relationship,” which developed from
the project “Research on the Development and Change of Chinese Social Interest
Relationship in New Era,” was selected into Important Report (No. 56) of the
National Social Science Fund, which is used as a source of reference by the central
leadership. It won a first prize among outstanding achievements in philosophy and
social science research in Shanghai in 2008, and a second prize of the 5th outstanding
research achievement in universities on humanities and social sciences.

The academic paper, “The Feature and Cause of China’s Present Economic
Interest Relationship,” was reprinted in Xinhua Digest, as well as in Copy Materials
of People s University, the Social Science Journal Digest of Institutions of Higher
Education, and other journals. The Change of System and the Evolution of Economic
Interest Relationship won third prize in the 8th Shanghai Outstanding Works of
Philosophy and Social Science, and was reprinted many times. The Ten Ways
to Coordinate Chinese Social Interest Relationship in New Era (1, 2) was also
reprinted in Copy Materials of People's University, Social Science Journal Digest
of Institutions of Higher Education and other publications.

Yuanpeng Hong’s Theoretical Innovation for Chinese Reforms

There were two contradictory opinions among national theoreticians about how to
carry out reforms before the Third Plenary Session of the 14th Central Committee
of the Communist Party of China in 1993. One opinion held that enterprise reform
was the core of economic reform, thus it should go first; the other opinion supported
price reform. Whereas Yuanpeng Hong thought that economic reform was a systemic
project and we shouldn’t emphasize a certain kind of reform too much and carry out
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this kind of reform alone, nor should we carry out several tasks at a time without
focus. He proposed to make enterprise and price reforms the core, in collaboration
with economic reforms such as planning, revenue, finance, circulation, wage
and social insurance, etc. As for enterprise reform, Yuanpeng Hong had already
proposed an “all-round, multi-level and different-stage” reforming strategy.
“All-round” meant that we should carry out reforms and adjustments in several
aspects, including property right relations, economic mechanism and distribution
relations, etc.; “multi-level” meant not “rigid uniformity” but dividing enterprises
into different types, and carrying out respective strategies based on property right
relations, economic mechanisms, and distribution relations; “different-stage” meant
dividing the process of gradually reforming and revitalizing large and medium
enterprises into several stages.

As for price theory, Yuanpeng Hong has been undertaking relevant research into
socialist pricing and price reform. He thinks we should be guided by Marxist price
theory and draw on reasonable elements of western price theory while inheriting the
excellent elements in ancient Chinese price ideology and drawing lessons of pricing
from socialist countries. He published a series of papers on these questions and a
book titled The Development of Price Theory and Formation of Socialist Prices,
with many correct and penetrating views inside, for which he won seven prizes. In
“Cost Problems in the Formation of Industrial Products,” which was published in
Social Sciences in China in 1984, he pointed out that the cost which forms price
must be normal cost, social cost and planned cost. Then he expounded on the
relationship between cost in price formation and the cost in economic accounting.

There were three main opinions both in China and internationally about what
interest rate should be adopted in price formation: the return rate on capital, the
return rate on wages, and the return rate on cost. Yuanpeng Hong put forward a fourth
to adopt the return rate on processing cost in forming the price of industrial products,
which could overcome the defect that the return rate of capital overemphasized
the influence of past labor on price formation, could overcome the defect that the
return rate of wage can’t reflect the influence of the change of productivity on
price formation, and could overcome the defect of double counting of profits in
the setting prices according to the return rate of cost. This could bring prices closer
to the value of products. Yuanpeng Hong, after years of research on price theory,
put forward his own price reform theory: firstly, he pointed out a four-sequence
theory on the formation of socialist prices, which were: underlying price as value
theoretical price as transformed value target price as planned price, and market
price as real price. Secondly, he pointed out that the target form of socialist price
reform was market price.

The 14th session of the National People’s Congress in 1992 had already set the
goal of structural reform to lead to a socialist market economy. One of the main
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goals was to integrate enterprise reform, price reform and a series of other reforms,
and to carry them out together. Yuanpeng Hong’s theory was ahead of its time.

What is the fundamental principle guiding the market economy in the process of
building a socialist market economy? Opinions vary in the theoretical field. Some
think it should be the law of supply and demand, others the law of competition.
Yuanpeng Hong has insisted that the fundamental guiding principle should be
the law of value. Under the circumstances of market economy, the law of value
adjusts various areas and aspects, including production, circulation, distribution
and consumption in social economy. In production, it leads to transferring means
of production and labor in every area of national economy according to the two
meanings of socially necessary labor time, and adjusts enterprises’ production and
allocation of social resources; in circulation, it requires every producer and seller to
carry out fair exchanges according to the principle of equal exchange; in distribution,
the law of value regulates the distribution of products and surplus product; in
consumption, it could regulate consumers’ demands. He also points out, since the
law of value is the fundamental discipline of socialist market economy, China must
stick to it and do as it requires while carrying out socialist market economy. We
need not only grope for stones to cross the river, we should also master the laws
of crossing the river.

On the shareholding co-operative system, it is generally thought that this is a
new form of organizing collective economy through profound reforms of collective
ownership enterprises. Yuanpeng Hong says in one of his published articles, that
this sort of shareholding co-operative system is narrowly defined. He thinks there
is another sort of shareholding co-operative system. A sharcholding co-operative
system in a common sense is a kind of new co-operative economy growing by using
the organizing form of contemporary shareholding economy. It draws lessons from
the organizing and operating methods of the shareholding system, takes a new form
of economic organization with means of production such as capital, labor, land,
equipment and technology, etc. as investing shares. The shareholding co-operative
system could be based on the original corporate enterprises with the state-owned
economy as its focus and could draw on the principle of co-operative economy, thus
forming the enterprise system combining share capital with co-operative labor; the
shareholding co-operative system can also be a new enterprise formed by private
enterprises after they take ownership of the shares and co-operate. However, no
matter what kind of shareholding co-operative enterprise, it is no longer the original
state-owned economy, collective economy or private economy. It will be a new
form of shareholding co-operative system, a new form of socialist ownership and
an important form of socialist ownership with state ownership dominant. And it
will probably be the trend of socialist ownership. China’s shareholding co-operative
system is in the ascendant and is quite promising.
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In keeping with the deepening of structural reform of socialist market economy,
Chinese economic elements and interests have become more and more diversified,
and modes of distribution are gradually changing as well. The Communist Party
and the central government have put forward a new income distribution system
with work as the main source of income, and diversified methods of distribution as
supplements. Therefore, reflections and disputes arose within the theoretical field
on issues of labor value, exploitation and social class, etc.

Yuanpeng Hong points out ten rules for acknowledging labor and labor value. He
thinks we should first carefully study Marxist economics and western economics in
order to deepen our understanding of labor and labor value. Marx detailed analysis
on how labor can create value. Some of his theories should be deepened and some
should be further developed. We should be clear about the relations and differences
between value creation, value formation, value realization and value distribution.
We cannot roughly say that capitalists or capital could or could not create value,
we must look at this question dialectically, divide it into two aspects to analyze.
The labor theory of value is the fundamental discipline of market economy. We
must accept surplus value if we accept the labor theory of value. Participating in the
distribution of surplus value does not necessarily mean exploitation. There is still
exploitation in China. We should start from the “Three Favorables,” which means
whether it is favorable to the development of the productivity of the socialistic
society, whether it is favorable to the building-up of the comprehensive national
strength of the socialist nations, and whether it is favorable to the improvement
of the living standards of the people, and allow normal exploitation, limit super
exploitation, and sanction ruthless exploitation. The labor theory of value of Marx
must be developed and can be developed, but cannot be negated easily. Yuanpeng
Hong’s work forms a comprehensive summary of debate on the labor theory of
value in recent years, and many scholars and relevant government departments
have paid attention to his arguments.

Yuanpeng Hong’s Contribution to the Popularization of Economic
Theories

Ordinary people can master theory and play their historic role only when theory
comes out of academic study rooms. Yuanpeng Hong has therefore not only
conducted research in deep theoretical problems, he has also devoted himself to
popularizing Marxist economic theories, explaining them in simple language. This
is another of his achievements.

In 1981, Yuanpeng Hong compiled 4n Introduction to Political Economy, with
a second edition published in 1982, consisting of almost 150,000 words. This book
is closely connected with the reality of Chinese socialist economic construction.
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It introduces the main theories and basic principles of political economy in simple
language. It also introduces the importance of learning political economy, in
recognizing historical trends and guiding socialist modernization, and how to
learn political economy, etc. While explaining the basic theories, Yuanpeng Hong
advances his own opinions and unique understanding of the theory of political
economy. For instance, he proposes that the relations of production should have
four aspects rather than three; there are three factors of productivity rather than
two; there is neither a law of absolute poverty nor a law of relative poverty, but a
law of poverty of the proletariat under capitalism, etc.

This book is a unique introductory textbook of political economy, which
combines theory with practice and is well structured with focused topics. It is easy
to understand, with theoretical depth and academic value. It does not vulgarize but
popularizes theory. It was welcomed by readers and reviewed in ten newspapers and
journals. In July 1983 it won first prize in the first awards for National Popularized
Political Theoretical Readings. And it was listed as one of the introductory books
for young people’s national reading activity, as well as the introductory book for
the Revitalize Reading Activity in China in 1984.

For the one hundredth anniversary of the publication of the second volume of
Das Kapital, which Friedrich Engels had reorganized, Yuanpeng Hong compiled
The Popularized Das Kapital. This was a true reflection of the original work,
with close connection to the reality of socialist economy. It made an important
contribution in the popularization of Das Kapital in the following aspects. (1)
The book was rearranged to follow the original Das Kapital. It kept the systemic
sequence of the original parts, chapters and sections. (2) It fully reflected the
future look of Das Kapital, integrating its logic and art. It included not only the
theories in the first three volumes, but also Part Four’s introduction. (3) In light
of Das Kapital’s comprehensive content and length, the book provided several
necessary notes on some important or debatable problems, to help readers accurately
understand and master them. (4) It was closely connected with the practice of
socialist economy, with special sections on the “realistic significance” following
each chapter, briefly stating the role of learning Das Kapital’s relevant principles
in guiding socialist construction. (5) The language in this book is vivid, simple
and interesting, appealing to both educated and new readers. It won third prize for
Outstanding Books on the 35th anniversary of the Liaoning People’s Publishing
House. In 2009, the Shanghai Science and Technology Literature Press republished
Popularized Das Kapital, which faithfully introduced the basic theories and ideas
in Das Kapital, by using simple language completely and accurately. It also made
a further abstract of the ideological and theoretical essence of the original work. It
was selected by the Propaganda Department of the Central Committee of the CPC
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and General Administration of Press and Publication for outstanding popularized
theoretical readings.

It is not easy to popularize economic theory. Writing an article ought to be
based on three levels: first, using profound and difficult language to express simple
thoughts; second, using profound and difficult language to express difficult thoughts;
third, using simple language to express profound thoughts. Yuanpeng Hong’s work
reached the third level in popularizing Das Kapital.

Translated by Shan Tong
East China University of Political Science & Law
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WAPE MEMBERSHIP INFORMATION

WORLD ASSOCIATION FOR POLITICAL ECONOMY:
A MEMBERSHIP ORGANIZATION

What the World Association for Political Economy (WAPE) Stands for

The aim of WAPE is to unite Marxist economists of the world to work together, to develop
Marxist political economy and strengthen the influence of Marxist Political Economy in the
world across all language and cultural boundaries.

In practice, this means: to help each other to utilize modern Marxist economics, to
analyze and study the world economy, reveal its dynamics of development, and offer
policies to promote economic and social progress at the national and global level.

Why Membership

The inspiration for WAPE originates from the Chinese Academy of Social Sciences
(CASS). WAPE’s Chairman Enfu Cheng and its Secretary General Xiaoqin Ding are based
in CASS and the Shanghai University of Finance and Economics. Its vice-chairmen and
council members come from across the globe.

Membership of WAPE presents the opportunity for intellectuals to reach out to each other,
across the divide of language and geography around the dynamics of Political Economy.

WAPE has decided to develop itself as a membership organization in order to facilitate
this exchange of knowledge, new thought and research, and offer its members access to
certain benefits.

The benefits of WAPE membership include:

* Free digital copies of the organization’s well-respected peer reviewed academic
journal, World Review of Political Economy (WRPE), which is published four times
a year.

* Publishing of members’ selected articles in WRPE and on our websites.

» Translation of selected books and articles into Chinese and publishing them in China.

» Invitations to attend a variety of conferences in China.

* Scholars who are members may be invited to China on a lecture tour.

e Members will be invited to join panels, which WAPE will organize for various
international conferences held in different countries. For example, in July 2012,
WAPE assembled ten panels for the conference held in Paris organized by the French
Association for Political Economy.

This is a major new development, which we hope will make WAPE a global organization
bringing together Political Economists from many countries.
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Membership of WAPE is only US$30 per year. Membership for WAPE council members
or members preferring to receive hard copies of WRPE is US$100 per year.

Membership taken out in 2013 has the added benefit of members receiving eight digital
issues of WRPE—volumes 3 and 4.

How to Join

Please go to www.wapeweb.org and register for membership,
or email wapemember@gmail.com

‘What makes WAPE unique is that not only does the initiative originate from China, but also
WAPE membership offers connections in various forms with Chinese scholars, as well as

with scholars from around the globe.

We look forward to welcoming our new members.
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GUIDELINES FOR CONTRIBUTORS

The World Review of Political Economy (WRPE) is a peer-reviewed journal of the World
Association for Political Economy, published by Pluto Journals.

Submission: Articles should be original and not under consideration by any other
publication.

All contributions should be submitted to Professor XIAOQIN DING, Managing Editor of
WRPE: wape2006@gmail.com.

Mailing Address:

Professor XIAOQIN DING, Managing Editor of WRPE, Rm. 241, Hongwa Building,
Marxism Research Institute, Shanghai University of Finance and Economics,

777 Guoding Rd., Shanghai 200433, P. R. China

Contributions should be submitted in English. If authors are not native English speakers
and are uncertain about the quality of their writing, their work should be edited for language
by a native English speaker prior to submission. Contributions should be formatted as
A4 Microsoft Word files (Mac files must be converted), double-spaced and with ample
margins. All pages, including those containing only diagrams and tables, should be
numbered consecutively. Biographical information of up to 50 words should be included
on the title page, indicating authors’ institutional affiliation, representative writings, and
email addresses.

It is the responsibility of the author to obtain permission to reproduce any illustrations
that may be subject to copyright, and sources should be indicated appropriately in the
accompanying captions. The use of figures (diagrams, charts, graphs) and tables should
be kept to a minimum, with only essential data presented. Each should be numbered
consecutively, titled, and mentioned in the main text. Tables must contain editable text.
Figures should be supplied as separate editable files where possible (preferably in EPS,
[Mlustrator or Excel format) and not in colour. Picture files or jpegs are unsuitable for figures,
but can be supplied for photographs if they are of good quality. Mathematical formulations
should be kept to a minimum. Equation editing programs should not be used for anything
that can simply be typed on the keyboard in Word (such as a> + b* = ¢?).

Authors’ full addresses and other contact information including email, fax, and telephone
number should be included in a separate A4 Microsoft Word file. One photo of the author
should be provided, which will appear in the journal on the article’s title page.

WRPE contributions are reviewed in five categories: (1) ARTICLES, up to 10,000 words,
including an abstract of maximum 150 words describing the main arguments and conclusions,
five to eight keywords, acknowledgements, notes, and references. (2) COMMUNICATIONS,
up to 5000 words, usually responses to previous articles or books of other authors. (3) BOOK
REVIEWS, up to 4000 words. (4) ACADEMIC FRONTIERS, up to 3000 words, including
conference reports, coverage of scholarly exchanges, literature review, and commentary on
recent research developments. (5) PEOPLE, up to 5000 words, introducing the academic
career, thoughts and achievements of distinguished political economists.
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