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I
Introduction

THE CONCEPT OF CRISIS is central o
Karl Marx's theory of capitalist develop-
ment.' However, the meaning of crisis
has been clouded considerably by the
somewhat different contexts in which it is
used, Crises arc seen by Marx as regulat-
ory mechanisms by which the internal bar-
riers to the continued self-expansion of
capital are overcome and the process of
capital accumulation ix able o continve.
In this sense, crises are largely short-run
cyclical phenomena which regulate the
periodic fluctuations of capitalist econ-
omies, Crises ate also analyzed in relation
to the long-run tendency for the rate of
profit 1o fall. However, the ¢xact relation
between this longer-run tendency and 1he
more cyclical occurrence of crises has
been the saurce of considerable debate.
Further confusion originates with Marx’s
suggestion that the perindic eccurrence of
crises could be associated with the devel-
opment of the pelitical conditiuns neces-
sary for the transition from capitalism w
sacialism.

This last aspect of crisis theory goes
directly o the hearl of Marx's political
ptoject. Embedded in his analysis iy the
notion that ¢rises contribute to the evolu-

tion of the working class® appreciation of

the chaotic nature of capitalist production.

In their cfforts to protect their economic
well-being against the severe disruption of
periodic crises, workers acyiire the paliti-
cal understanding and practical experi-
ence necessary for the eventual overthrow
of the capitalist system:

' [ am greatly indebted 1o the (ollowing people
who have Laken the time 1o read the first dralt
of this review and offer me their insights and
criticisms: Rob Albrittom, Jon Cohen, Geordon
Cleveland, Duncan Cameron, Danict Drache,
Richard Day. A. Gunder Frank. Peter Hall,
John Keane, Michacl Lebowitz, Bryan Palmer.
and Susan Pokoray. While [ have not always
accepted the advice they offered. T have bene-
fited greatly from the re-evaluation that theie
reading provoked. Final responsibility for all
errors must, as glways, rest with the author,

... lam_ .. convinced that the alteraative nise
and fall of wages, and the continual conflicts
between masters and men ansing therefrom.
ar¢, in the present organization of indusiey, the
indispensable means of holding up the spirit of
the labouring classes, of combiring them im¢
one great association against the encroach-
ments of the ruling class and preventing them
from beeoming apathetic, thoughttess, muore o
less well-fed instruments of production. ... In
order to rightly appreciate the vafue of strikes
and combinalions, we must not allow vorselves
to be Blinded by the apparent insignificsnce of
their ¢conomic resulis, bt hold, above ull
things. in view thewr moral and pohitical cunse-
quences. Without the great alternative phases
of dullness, prosperity, overeacitement, crisis
and distress, which modern imdustry traseeses
in periedically recurring cycles. with the up
and down of wages resulting from them, as
with the constant w arfare berw een masters and
men closely corresponding with those vari-
ations in wages and profits, the working-
classes of Great Britain, and of all Furope,
would be a heart-broken. 2 weakminded, 2
WOCA-DUL  untesishnge  mass,  Whose  self-
cmancipation would prove as impossible as
that oof the slaves of ancient Greeee and Rome ?

The link between the objective reahty
and  subjective perception ot crisis
Marx s theory has its roots in the classical
meaning of the concept.t In classical
Greek histonography and drama. a crisis
was used Lo depofe @ tmhg puint or
moment vt decision in the life of an mdi-
vidual vor society, when the capacity of the
individual or sociery to reproduce itselt
wis placedt in jeopardy . Tie classead con-
cept ot cristy mchudes both an objective
and a subjective dimension, The objectine

* Karl Marx. "*Russian Policy Against Turkey
Chartisin,™ New York Dailv Tribwne, in
Karl Marx and Frederick Engels, Coffecred
Waorks, Val. 12 [857-5F (Noew York [979),
16%, quoted in Leszok Kolakowski, Main Cur-
remis of Marxism, Yol ): The Foundors, irans.
B.S. Falla {Oxford and New York 1978)
302-3.
* The following discussion iy drawn from my
treatment of this gucstion in “"The Crisis in
Advanced  Cuapitalism:  An  Introduction, ™
Studies in Politicef Ecoromy, 11 11983),
H-9.
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dimension invelves the way in which the
crisis appears as an externally determined
phenomenan., fellowing a course indepen-
dent of the actions of the individwals
whose lives it affects. The subjective
dimension imyvolves the way in which indi-
viduals apprehend  and respond o the
challenge posed by the crisis. Crises thus
represent Tateful moments when presious
patterns of social relationships are called
inle guestion. As such they create the
eppurtunity for indisiduals o perecise the
possibility ot alternative torms of organ-
sution. The sebjective choices made by
indisiduais in response o the crisks can
constitule d critical element in e resolu-
tion ol the crisis,

The significance of crisis Tor Mara™s
theory  of capitatist development thus
cncompusses two radicalby different poss-
sibilitivs. that of renewal and that of tans-
formation. In purely cconomic terms,
Muars envisages crises as part of the
eyclical process of renewal by which bar-
riers to gccumalation are evercome . But al
the same time, be clearly sees crises as an
important psychological agent (ahhough
by nv means the only vney in the esvlotion
ot working-class consciousness, increas-
g the possibility of the ultimaie rans-
cendence ol capitadisin, Much of the his-
torical debuate within Marsism over crisis
theory has venteed around the possability
of  purely
capitahsm.  However, us Michael
Lehowing has correctly argued. not only
dows this the  ubjective
aspects of Muarx™s crisis theory, it funda-
mentally conbadicts Tis vicw o praxis,
the uniting ot phtlosaphy and the pro-
letariar. " What in Marsy™s view made capi-
tal finite s thut people become increas-
rgdy cotscrenes that these barriers to capi-
tal as it form tor the absolute deselopment
ot human productive powers are inherent
imcupital. L Thus, it is conscious human
beings who recognize that capital s s
own barrier, whoare the fimmt o capital, ™

CCOTOMIY

misinterpret

! Michacl A. Lebowitz, *Marx’s Falling Rate

breakdown  of

Despite the apparent Jack of ambiguity
in Marx’s original tormulation. the ten-
stan between the objective and subjective
moments of crisis lies at the heart of most
subneguent  debates within Marxism,
From the time of the Second Interma-
vwnal, the questivon of the role of eco-
nomic crisis in the reaewal or iransforma-
tion of capitalism has remained problema-
e, The intensity of the debate has
increased  with the recosery  of world
capitalism trom cach successive crisis of
the pust ope hundred years. In principice.
every crists involves an element of choice
between the reconstitution of the relations
uf production in & manner which makes
possible the renewed  self-expansion of
capital. or their transcendence through the
yualitative transformanion of the capitalist
made of production. The facl that cach
suewessive crisis his been resolved in the
former rather than the  later fashion
creates @ protound dilemma for Macvism.,
Murvists have tended to respond in ooe of
two wavar g titugl  incantation  thay
uktimately the reoceurrence of crisis will
lead tor the development of @ subjective
political conscivusness on the part of ihe
prolctariat. vr the acknowledgement tha
the relation belween objective conditivns
and subjective consclousness 15 consider-
ably mare problematic than Mary origi-
nally ¢nvisioned.

What has notably been Jacking in most
Marnist analyses of capitalist crisis s the
insight that crisis 1ransforms  capitalis
refations of production. ot in ways radi-
calty different than those antivipated by
Mar«. The real challenge For & contempo-
rary Marxist theory of crisis s to incor-
pordte the manner of resofution of past
crises gy an essential elemem of the
theary . Such u reformulation of Marsian
crisis theory reguires an gnalysis of the
wiy in which past crises have seeved to
transform capiialist relations of produoc-

of Profit: A Dialectical Yiew.” Canadian Jour-
nuf of Economics. 9 (1976}, 250.
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tion and the patential implications of the
currenterisis. The goul of & critical review
of current Marxist theorizing of capitalist
CRises s W dranscend some of the sterility
which has characterieed past doebaies by
analyzing the concrete role plaved by
crisis in capitalist development.

I

Varivties of Marxian Crisis Theory
CONSIDERABLE  ENLRGY  his  been
expended within Murxism on the extensive
debate over the vanieties of crisis theory
derved from the ditferent elements of
Marx’s work. A careful examination ot
these debates suggests that the disputes
between the virious interpretations have
been greatly exaggerated and 1t is posaible
o ingorporite them into o svnthete inter-
pretation of erists. This reconciliation,
however, «loes not resofve the primary
prublem. the significance ol crises for the
development  of  capitatism and  their
impact on the evolution vl the working
<luss. This preoccupanion with the debate
between the varictios of crisis theory has
contributed to the tailere of Mardsm to
develop an adequiate gppreciation of the
role which past crises have played in
capitalist development: the interment of
the debate may clear the way for such a
project.

The lack of consensus amonp Marxists
on the nature of crisis theory is reflected
in the various typologies of vrisis theory.
In his study of Marx’s cconomic theory,
Paul Sweery identified three variants of
crisis theory: (1) crises associated with
the tendency of the rate of profit 1o lall;
(2) crises originating in the lack of pro-
portionality between Departments [ and (]
of Marx’s reproduction schemes; and
(3) criscs arising from the chronic ten-
dency of capital to restrict the consuming
power of workers. thereby limiting the
realization of surplus value in the sphere
of circulation.” To this list, Anwar Shaikh

PPavl Sweezy, The Theors of Capitalist
Development: Principles of Murxian Politivu!

has recently added a fourth variant: the
profit squeeze generated by the conditions
governing the expansion and contraction
of the reserve army of labour

A recent study of Marxian crists
theory by Makoto [toh suggests there are
four major varianis as well, but classifies
them slightly differently. He argues that
historically there have been two major
variants. excess commodity theory and
excess capital theory. Each of these in
rn can be subdivided nio two calego-
ries: excess commuodity theory includes
the disproportionality  and  undercon-
sumptionist variants discussed by Sweezy
and Shaikh, while excess capital theory
includes the tendency of the rate of profit
to tall and 1he overproduction of capital 1n
rclation to the available working popula-
tion — under which the profit sgueese
variant cae be subsumed.? (94-5: 120-30)
Following ltoh™s classification, each of
the four major variunts of crisis theory —
disproportionality.  underconsumption,
the wendeney of the raie of profit o Tall
and the overproduction of capital — is
analyzed in the following discussion.

The Disproportionality Thesis
THE FIRST OF THE FOUR variants of

crists  theory,  the  disproportionality

Feoromy  (New  York and  London 1970y,
chaps 4-10.

* Anwar Shuikh, Ao Introduction 1o the His-
tory of Crists Theosies,” in Economiees Hduca-
tion Project of the Union of Radical Polincal
Economics, .8, Capitafism e Crisis (New
York 1974, 219-41],

P Alernanve classifications bave recently been
suggested by James O'Conpot, "~ The Meaning
of Crisin,”” Mhrernaiionad forwrnal of Urfan und
Regionaf Research, 5 11981y, 301-24, Thomas
E. Weisskopf, Marxist Pesspectives on
Cyclical Crises,”” in Economies Education Pro-
wect, U8, Capitafivm. 24160, and " Marxian
Crisis Theory and the Rate of Profit in the Posi
war U5 Ceonomy.”” Cambridge fournal of
Feonorucs, 3 (1979), 341-78: and Frik Olin
Wright.  “‘Historical  Transtormations  of
Capitahst Crisis Tendencies.”" in Clusy, Criais
and the Stute (London 1978}, 111-80.



CRISIS AND MARXIST THEORY 229

thesis, historically figured most promi-
nently in the debates of the Second Inter-
national. Two of the major theorists of
this period — M. Tugan-Barunovsky and
Rudolf Hilferding — took the reproduc-
tion schemes of Volume 11 of Capital as
the starting point for their theory of crisis,
Ernest Mande! argues that they tundamen-
tally mistook the function of the reproduc-
tion schemes in Marx’s theory, namely
o prove that it iy possible for the
cepitalisi mode of production to exist at
all.”” {1975, 25) However., Mandel's cat-
cgorical dismissal of the thesis vverlooks
the fact that dispropartionality appears as
a nccessary aspect of capitalist crises. The
puint of the production schemas is to dem-
onstrate that the process of adjusting
demand between the two depariments iy
an extremely complex one and that the
market is incapable of providing the infar-
mation reguired o maintain intersectoral
equilibrium. Disproportionality is as inte-
gral 1o the process of capitalist production
as dre crises themselves,

To say that there 1s oo general over-production,
but rather a dispreportion within the various
brancihies of production, 1w o more thaa o say
that under vapilalist production the proportion-
ality of the individual branches af production
springs ax a continual process from dispropor-
tiomality. because the cobesion of the appregate
production impeses itselt s 2 blind law vpon
the ggents of production, and nat as o law,
which being understond and hence controlled
by their common mind. brings the productive
provess under their joind control.”

Thus, capitalisl crises are necessarily dis-
proportionality crises. but this is not the
equivalent of saying that crises originate
in the disproportions between the two
departments. The disproportonaliny vari-
ant of ¢risis theery occopics a position of
largely historical significance. as few con-
temporary  confributors to the Marxist

"t Capital: A Critigwe of Pofitical Economy,
Vol. [1: The Process of Capitafist Production
ay o Whole, Frederick Engels, ed. (lLondun
1972, 257.

debates over crisis theory adopt this posi-
tion.*

The Underconsumptionist Thesis

THE SECOND VARIANT of crisis theary
has continued to enjoy a broader base of
support among Marxist theorists. The
underconsumptionist  variant was first
articulated by Rosa Luxemburg in her
critique of the disproportionality thesis.
She argued that the real sovurce of
capitalist crisis lay in the lack of sufficient
money to realize surplus value. The
surplus value which is not consumed by
capitalists. but which is added to the mass
capital in order 1o increase production,
facks an outlet in the form of buyers of its
products. Since capitalism is incapable of
solving this contradiction within the con-
fines of ity closed system, the only solu-
tion is to seek new ontlets in the form of
exlernal markets. Capitalist erises due1o a
chronic tendency towards underconsump-
tion thus constitute the primary source of
imperialist  expansionr.  Luxemburg's
thesis was the ubject of criticism from
many sources, principally Lenin  and
Bukharin. The latter argoed that her ecror
was oy confuse Marx's analysis of simple
reproduction with that of cxpanded repro-
duction, In e¢xpanded reproduction, part
of the capital expended takes the form of
variable capital. that s, workers™ wages,
which provides the purchasing power to
consume the increased output. Bukharin
situated the source of underconsumption

* More entended discussions of the limitations
of the dispropentionality variant of crisis theory
can be found in ltoh. 120-1, 136-7, Matlick
{1981 81-8), Sweery, chap. 10, Shaikh, 228,
and Russell Jacoby, " The Politics of the Crists
Theory: Toward the Criigue of Auwtomatic
Marxism il.°" Tefes. na. 23 11975y, 10-7. For
a contemporary perspective which subscribes
to the disprapartimnality vaciamt, of. Richard B.
Day. introduction 10 The Decline  of
Capitalism. by E.A. Preobrazhensky. ed.
Richard B. Day (New York 1985). Day has
pointed vut that the disproportionality thesis
figured prominenily in the writings of Lenin,
Trotsky, and Preobrazhensky as well.
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in the constant tendency ol capital to
strive for the creation of higher levels of
surplus value while limiting the purchas-
ing power of workers, He ““thus purified
the Marxist underconsumptionist theory
by locating the fundamental contradiction
in the inner production relation between
capital and wage labour, rather than in the
external refation between capitalist pro-
duction and extermal markets. . "
(Itoh, 123)

The uvnderconsumption variant was
developed further in Paul Sweesy's The
Theory of Capitudist Development. Quot-
ing the work of Ienin and Bukharin
approvingly. and drawing on the analysis
of imperfect competition developed in the
193, as well as the work of Keynes,
Sweezy  incorparated  the  offects  of
monopoly capital and the role of the stae
intes his analysis. The analysis of the rcla-
lionship belween the growing pervasive-
ness of olipapolistic competition and the
tendency towards underconsumption was
developed further in Joseph  Steindl’s
Magurity and Sragnarion in American
Capitalism, first published in 1952.

Steindl started from the assumption
that producers deliberately hold excess
capacity for a variety of reasons, They ure
eager 1o be in on an economic upswing al
the start of a period of expansion, and not
wait until they can instal! the required pro-
ductive capagity. Furthermore, producers
tend to opt for capacity levels that leave
room for a further expansion of their sales
effort at a later date. Thus. the deliberate
holding of ¢xcess capacity is the norm.
rather than the cxception. in modern
industry. Oligopolistic  industries  also
exhibit the characteristics of downward
rigidity of prices and higher barriers to
entry. Producers try to keep prices just
low enough to exclude new entrants from
the industry. The process ol technological
innovation tends to raise the rate of profit

U Other  discussions  of Luxemburg’s  and
Bukharin®s theory of underconsumption can be
found in Sweezy, 178-86, 202-7, Mattick
(1981, 88-95), and Jucoby, 22-9.

in oligopolistic industries, due 1o the Jif-
fereniial cost advantage this atfords the
firms with the new techniques. The higher
profit rates tead to a higher internal rate of
accumulation in those indostrivs und,
ultimarely, 10 a higher degree of concen-
tration. Steindl concluded from this that
**.... The rate of internal accumulation
and conpseguently the net profit margin at
piven levels ol capacity uatilization will
tend 10 a (maximum) fevel determined by
the rate of growth of the indusiry. the rate
of capital intensification and the rate at
which existing production capacity 1
being eliminated.” (517 Hix cmpirical
investigation of the trend of profit shares
in major industry groups in the United
Srates from 1899 10 1939 confirmed this
hypothesis. In thuse industrics with high
levels of concentration or substantial bar-
riers to entty. the share of profits demon-
strated a  long-run  tendency to  in-
crease, (80-1)

Proceeding from this microecanomic
analysis to the macreeconomic level, he
argued that the oligopolistic sector of the
cconomy will exhibit a tendency for profit
margins, al given levels of capacity utili-
zatioa, o rise. The constant shift in the
share of national income from wages to
profits will create pressore on the level of
effective demand and will lead to a reduc-
tion in the level of natienal income and
output. Individual firms will try to adjust
1o this development by reducing iheir
{evels of capacity unlization. This strat-
epy may bencfit individual producers, but
for the cconomy as 4 whole, it generates
higher levels of cxvess capacity and a
greater deficiency of effective demand.
“*The changes introduced into the eco-
nomic system by the spread of oligopely
thus make it liable to react. .. to a pri-
mary decline of capital accumulation by a
further retardation of growth.”" (123)

The fall in the level of capacity utiliza-
tion and reduction in the level of effective
demand places grealer pressure on the
profit margins of firms in the competitive
seclur than those in the oligopolistic sec-
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tor. This forces a larger number of small
competitive producers out of business,
increases the overall degree of oligopoly
in the economy and accelerates the trend
towards stagnation. Empirical investiga-
tion of these macrocconomic hypotheses
confirmed his prediction of growing stag-
nation, reflected in a fall in the rate of
growth of capilal and savings, lcading to a
fall in the rate of profit. In an attempt to
identify the primary causc of this fall in
capital accumulation, he isolated the fuc-
tor of maturity — the spread of a domin-
ant pattern of oligopoly in the American
economy, dating from the last decade of
the nineteenth century. (191}

In the concluding chapier of the study
Steindl addressed the question of the rela-
tion between his theory and Marx's theory
of capitalist accumulation. Drawing on
Sweezy, he divided Marx’s arguments
about the long-run tendency of capital
accumulation and the theory of crisis
between the law of the falling rare of
profit and the  underconsumption
approach. Afier criticully dismissing the
falling rate of profit variant, Steindl
suggested that the spread of olipopoly
results in an increase in the rate of surplus
value produced. but the realization of this
increased surplus value depends on the
existence of an adequate market. This can
only occur if therc is a corresponding
increase in investment and capitalists’
consumption. If this fails to occur, the
increascd surplus value merely results in
the crearion of excess capacity. In an
oligopolistic econemy, excess capacity
can persist and exert u depressing influ-
ence on investment decisions, thus retard-
ing the ratc of growth of capial. Steindl
concluded that his own theary could be
viewed us an extension and elaboration of
Marx’s underconsumption theory. (245)

The appeal of Steind!'s work derives
both from the analytical rigour of his
theoretical model and the meticulous mar-
shalling of data to confirm its hypotheses.
Although his theory was applied to an
interpretation of data from the pre-World

War Il period, it exerted a strong influ-
ence on Marxist theorists throughout the
post-war period. Baran and Sweczy
explicitly cite Steindl’s pathbreaking
work as one of the formative influences in
their own thinking.'' Writing a decade
and a half later, and with the experience
of the post-war boom fixed prominently in
their minds, they were concerned
explain the absence of the stagnation that
Steindl had aoticipated. This they did in
terms of the various mechanisms put in
place to absorb the economic surplus: the
wasleful sales efforts of large corpora-
tions and the useless government military
expenditures financed primarily through
borrowing. Indirectly through Baran and
Swecezy, Steindl's analysis has influenced
a number of other prominent theorists.'?
Given the lasting influence which
Steindl's work has exerted. it is imporiant
to identify the shortcomings in his argu-
menl. First, and most important, is his
tendency to conflate the ¢yclical and sceu-
lar aspects of underconsumption. In his
hands, the underconsumptionist thesis
became a purely secular wrend towards
long-run stagnation, thus losing sight of
the potential role of crises in overcoming
the barriers to capital accumulation, The
most obvious flaw in the stagnationist
thesis has been identified by Steindl him-
self in the introduction to the revised cdi-
tion of his book — the role played by the

" Paul A. Baran and Paul Sweezy, Monopufy
Capitul: An Essay on the American Economir
und Secigl Order {New Yotk and London
1966}, 56.

'"* These include most notably James O'Con-
nor's The Fiscal Crisis of the State (New York
1973), esp. chaps. 1-2, although in fairmess,
O*Connor is not without his own criticisms of
Baran and Sweezy: of. his “"Baran and
Sweery's Monopely Capitul,”” in The Corpo-
rations und the State: Essavy in the Theory of
Capitalism and tmperialism (New York 1974),
43-54. The influence of Baran and Sweezy's
cronomic analysis can also be found in Jurgen
Habermas™ Legitimation Crisis. (rans. Thomas
McCarthy (Boston 1975), esp. Part 11,
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statc i sustaining puosl-war cxpansion,
However, in contrast i Baran  and
Sweezy, he does not view unproductive
military e¢xpenditures financed through
borrewing as the primary contribation of
the  sate.  Following  an  argument
advanced by M. Kalecki." Steindl argues
that it was the increase in direct govern-
ment taxanon of corporate profits and 1the
recycling of this money into consumplion
through welfare expenditures that pro-
vided the level of ¢ffective demand neces-
sary to offset the stagnationist tendency he
had forecast. He further admitted thal he
had seriously underestimated the expan-
sionary impact of the introducticon of new
technological innovations derived  from
wartime and post-war military research.
The ready supply f war-generated inno-
vations provided a powerful stimulus to
expanded  investment in the  post-war
cronomy. (ix-xii)

Another tlaw in Steind]l’s argument,
howeser, is his Tallure to allow tor the
possibility of mechanisms which could
adjust  the of workers in the
oligopuly sector to the increascs in pro-
ductivity in that sector, more than off-
setting the tendency for the prodit share to
rise. His vcomplete exclusion of the role
played by trade unions, as well as the sys-
tem tor regolating labour relations results
in a one-sided analysis of the relations of
production.”  Comsequently,  Steindl's
analysis prectudes the possibility of the
post-war form of intensive accumulation
which involved the tying of mass consatmp-
ton levels w rising productivity through
the collective bargaining process. This
patteen of productivity wage bargaining
was clesely tied in wra to the role of the

WHRCN

" The Evonomic Sitvation in the Uniked
States ax Compared with the Pre-War Penod,”™
in The Laxi Phese (n the Traasformation of
Capiralism (New York and London 1972),
88-v3.

" LAC Kregel, “"Posi Keynesian Economic
Theory and the Theory of Capialist Crises.”
Butlctin of the Conference of Sociafist Econ-
nists, 401972y, 71.2.

Keynesian welfare state in sustaining the
post-war  phase  of cxpansion in the
advanvced capitalist ¢conemies.'”

The Falling Rate of Profit Thesis

THE THIRD VARIANT of Marxian crisis
theory links the cyclical occurence of
crises to the iendency tor the rate of profit
to fall, This vanant of crisis theory was
originally ariculated by Erich Preiser in
the carly twentieth century and was given
its  classical  Tormulation by Henryk
Grossman in 1929 Prior (o Grossman’s
wurk, the theory of the tendency for the
rate uf profit 1o fall had not been included
in any Marxist treatments of the subject as
the primary fuctor in the theory of crisis.
Drawing on Marx's discussion of the law
inchapters 13 o 15 of Volume N of Cap-
izaaf, Grossman was the first to elesyate this
aspect of Marx's theory to the core of the
theary of crisis,

In chapter L3, Marx discusses the rafe
of profil {r), expressed in value terms. as
the total ol surplus valuy sy over the value
of variable capital (v} and constam capital
(). This relationship can be reexpressed
in algebraic termy as

r = s

where s/v 15 the rate af expioitation and
¢/v i the value of the organic composition
of capital. Marx argued that iocreased
cupitalist competition constantly compels
capitalisty to substitate mechanical power
for human [abour in order to increase pro-
ductivity. This increases the ratio of von-
stant to variable capital (o/v) and results
in & risinge oTganic composition of capital.
Adthough this can be offsct by increases

' Michel Agliewa, A Tacory of Capindist Rog-
wlarion: The U.S. Expericnce. trans, David
Fernhach (London 1979y, 116-22, 190-208; 4
mure empirical analysis of the rrend of produy-
tivity wage bargaining is found in Juhn Eat-
well, John Llewellyn, and Roger Tarling,
“Money Wage Inflation in Industeial Coun-
tries,” The Review of Evoromic Sudies, 41
[14974), 515-23.
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the rate of exploitation (s/v), Marx
suggested that this was unltkely to be sof-
ficient to match the rise in the organic
composition of capital and in the long run,
the rate of profit would tend to fall.
Grossman argued thar 1his wendency of the
rate of profit to fall would lead to the
ultimate collapse of capitalism. but he
vmphasized that the inevitability of
capitalist collapse in nuo way implied s
automatic collapse. The value of an objec-
tive analysis of the condilions under
which capitalism would collapse was 1o
highlight the weak links in the system that
could serve aw a guide 1o the political
actions of the revolutionary prolctariat.
Thus, in Grossman's hands the theory of
crisis wan transformed from a predomi-
nantly cyclical phenomenon into 4 secular
tepdeney. ™

Grossman’s interpretation of Marxian
crisis theory hax exerted a strong influ-
ence over the contemporary gencration of
Marxist theorists, primarily through the
work of Paul Manick. Mattick maintains
that Marx's analysis of capitalist relations
of production in value terms is an abstract
schema designed o grasp the fundamental
relations of production in capitalism.
They are not intended to directly explain
market phenomena. {1981, 50) The key to
capitalist development is the creation of
sufficient surplus value to sustain the fur-
ther expansion of capital. (1981, 54) Mal-
fick outlincs the theory of the wendency for
the rate of profit to fall and argues that this

" Jacoby.  Palitics  of  Crisis.” 338
Grossman’s work s 1he soucce of 3 great deal
of confusivn amuong contemporury Marusts,
Muttick wnis tiy share Jacoby™s interpretation
af she intent of Grassman’s analysis (1981,
100-21), while wther writers, particularly Tteh
1127-9) und Sweesy (209-10) see Grosstuan as
desclopmg s much more mechanistic theory.
This  lafler  perspective  resiits ftaom what
Jacoby sugpests 1y g confusion of Grossman’™s
vritigue of Otto Baver and his vwn theory of
crivis. Op balance, it seems that Jacoby's and
Mattick's  iterpretation of  Grossman does
mure justice to the author’s ariginal inlenr.

can be averted only so long as the increase
in the rate of cxploitation is sufficient 1o
offset the rise in the organic composition
of capital. *“Inevitably a point will be
reached wt which the greatest quantity of
surplus value that can possibly be extorted
from the diminished working class is no
longer sufficient to augment the value of
the accumulated capital.”™  Mattick
emphasizes that this line of reasoning rep-
rosents an absteaction from the empirical
reality of the capitalist economy. **. . . the
tendency of the rate of profit 1o fall. . . s
not a process abservable directly in reality
but a drive to accumulale manifested in
market phenomena._.." (1981, 54-5)
This analysis of capitalist relations of pro-
duction suggests the historical limits of
capitalism as a mode of production but
does not determine the exac! moment of
its cullapse.

The tendency for the rate of profit to
fall is offsct hy the counteracting tenden-
cics specified by Marx in chapter 14
(which are real phenomena). As long as
they are successful, the tendency for the
rate of profit to fall is not ohserved, Only
when the counteracting tendenvies are
insufficient to prevent this is the fall in the
rate of profit reflected in the actual out-
brecak of crises. Thus, in Matlick's
analysis, the oulbreak of cyclical crises
are actual observable manifestations of
the more long-run underlying tcndency
for the rate of profit to fall. The crisis
situation consists of an vveraccumualation
of capital relative to the amount of surplus
value produced and realized. The crisis
<can only be overcome through the reestab-
lishment of a rate of profit sofficient
stimulate  further accumulation.  Real
crises tend to manifest themselves finst in
the sphere of circulation as realization
crises, bul  capitalist  crises  woriginate
neither in the sphere of production nor in
the sphere or circulation, but rather in the
tendency for the rate of profit to Fall.

Crises serve the essential purpose of
restoring the conditions conducive o a
resumption of accumulation by reestab-
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lishing the lost proporticnality between
surplus value and the production of capi-
tal. This is accomplished both through the
destruction of a proportion of the value of
existing capital and through an increase in
the rate of surplus value. Marttick views
crises as an inse parable part of the procesy
of capitalist accumulation, “"capitalist
development is a procgss shot through
with, and inscparable from, crises in
which the requirements of the reproduc-
tion of the capitalist mode of production
assert  themselves  in a  violem
way."" (1981, 72) Mattick differs from
Grassman in his trcatment of crises a8
essentially cyclical rather than seeolar fea-
tures of capitalist economies, but concurs
in the view that they do not, of them-
selves, produce the final breakdown of the
capitalist mode of production. History
does nothing itself in the Marxian analysis
of events, it is people who make their swn
history.  “In principle  in  developed
capitalism any gredt ctisis can become the
final ¢risis. If it does nod, i remaias the
presupposition  of  further  accumula-
tion." (1981, 121) While recognizing the
necessary connection between the objec-
live dimension of crisis and the subjective
dimension  of  political  consciousness,
Mattick makes no progress in specifying
the terns or conditivns under which a
periodic crisis of capitalism might become
the final crisis.

Mattick  applies  his  theoretical
analysis of the nature of capitalise crises (o
a concrete treatment of crisis tendencies in
vontempotary capitalism. He rejects the
idea that the Keynesian form of stute
intervention played a role insustaining the
strong rate of expansion in the post-war
econumy. The real source of post-war
prosperily was the destruction of suffi-
cient amounts of capital during the yeurs
of the Depression and World War 11 w
restore the conditions necessary for profic-
dble accumulation. In the short run, the
Keynesian form of state spending may
have improved the nvesiment opporio-
nitics facing capital, bat in the long run, it

cracerbated the crisis  tendencies  of
capitalism. State-induced production is
unpruductive in relation to capitalist prof-
itability and vonstitutes a drain on the
1otal production of surplus value. It thus
absorbs a portion of surplus value that can
enter into the accumulation of private cap-
ital heightening the crisis tendencivs. In
this conext, the Keynesian welfare state
resorts to inttation ay a device to resolve
the grisis by raising the rate of profit
through o devaluation of the level of real
wages, State policies dexigned w regulate
the cconomy are merely  governmental
reactions o superficial market phenomena
whuse tool causes lic in the real relations
of production, Stute reactions are there-
fore just as blind as these processes them-
selves; if they cotneide at all with the
cvents underlying developments on the
market, it is by pure chance. ™ {1978, 44)
The post-war form of state intervention,
IN paart a responsc o the crisis of the Great
Depression, has in tern contributed to the
current crisis. Mattick maintains that a
new form of state intervention in response
10 the current crisis would meeely repre-
senl one more stage in the continuous
vourse of capitalist crisis and decay., lead-
ing ullimately to the final crisis. (1981,
i6th

Matrick™  interpretanion ol Maraian
crisis theary has strongly influenced the
work of 4 number of contemporary Murx-
ist theorists, who adopt the falling rate ol
profit variant.'” This approdach to Marxian
crisis theory has been subject to eriticisme,
primarily based on the empirical obscrva-
tron that, 1o the extent it cun be accurstely
measured, the organic composition ol
vipital has not risen conituousdy in the
manner predicted by Mara ™ Thew critic-

'" Thia proup includes, amuong others, David
Yaffe, **The Marxian Theory of Crisw, Capital
and the State.” Eomomy amd Socien. 2
(1973, 186-232; Mario Cogoy. "The Falling
Rate of Profit and the Theors o1 Accumula:
tion,”" Bultetin of the Conperenee of Socwfing
Fowaomices, 7 (19731, 52-85 and Shatkh.

™ Sweery, 100-5: Ronuld Meck, “The Falling



CRISIS AND MARXIST THEORY 235

isms are based on studics which have
attempted 1o convert Marx's concept of
the wrganic composition of capital. a
value relation, inmy price terms. Conse-
quently, their conclusions are questiona-
ble on the prounds of whether the statisti-
cally measurable categories used to test
the propaosition accurately conform 10
Marx's value categories. Most of the crit-
eisms fall wide of the mark to the extent
that the Jaw was not intended to describe
ohservable market phenomena. but rather,
underlying value relations, '

The real problem with the falbng rate
of profit variant i~ that it cmphasizes one
aspect of the tendency at the cxpense of
the other. Authors such as Mattick have
tended tu focus on the exposition of " The
Law as Such’™ in chapter 13 of Volume
II. at the ¢xpense of the equally impor-
tant aspects of the theory involving the
counteracting  influences  (outlined  in
chapter [4). As a number of critics have
recently argued, the law, as originally
expounded by Muarx, must necessarily
include both aspects. In his discussion of
the role of counteracting influences, Marx
stressed that they are as much a necessary
part of the process of capitalist accumula-
tion as the Jaw itself

The law of the tendency of the rate of
profil 1o full describes, at a high level of
abstraction, the process of increasing the
sawial productivity of labour through the
substitution of embaodied labour for living

Rate of Profit,” m Economics and fdeology
and Other Essavy: Studies in the Developmeant
of Economte Thoapht (London 1967), 142,
Geolf Hodgson, "The Theory af the Falling
Rate of Pruofit.”" New feft Review. no, Bé
1974y, 70-4; Wensskopl., T Marsian Crisiy
Theory and the Rate of Prafit,” 37].

" Buen Fine and Laurenee Harris, ~ Controver-
sial lssues in Marxist Coonomic Theory™ in
T Sochilng Repnder, (976, ed. Ralph

Mbliband and Iohn Saville tLondun (976),
1637,
M lohn Weeke, Caprral and  Explaitation

iPrinceton 19813, chap. 8. Fine and Harvis.
SContraversial Boasues,”" 167,

labour. Whether this process actually
results in a fall of the rate of profit
depends on a variety of other factors. the
counteracting influences, which operate at
the level of surface appearances in actual
capitalist economies. Any of a number of
these counteracting intlucnces could be
sufficient in itself to offset the tendency
for the rate of profit to fall. A special dis-
tribution of technological change — par-
ticularly one which results in the introduc-
tion of innovations in certain sectors of
Department 1, that is, innovations with u
capital-saving bias — could result in a sta-
ble or declining value composition of cap-
ital throughout the economy as a whole.
Lebowitz argues that the search for such
cconomies would likely be heightened by
a fall in the rate of profit.?'

Another counteracting influence with
the potential to offset the effects of the
“law as sueh’™ is a rise in the rate of
explottation. A higher rate of exploitation
was conventionally thought of in terms of
an cxtension of the working day or an
increase in the intensity of the work pro-
cess. However. it could also occur by
means of a refinement of the labour pro-
cess through the adoption of scientific
management techniques to gencrate grealer
productivity  increases.  Alain  Lipietz.
among others, argucs that just such pro-
ductivity gains {especially in the indus-
tries of Department [) underlay the inten-
sive regime of accumulation that gener-

A Lebowitg, “Murx™s Falling Ruwe of Profin,"”
244, David Harvey cites several other sources
which support this interpretation of 1he signifi-
cance of the counteracting influences, although
he himsel§ opts (o a different inerpratation.
See hon The Limus 1o Capitaf (Oxford 1982).
182, This paint 2w simalat, bul nut identical
the one raised by Hodgson and others who
adduce statistical evidence 1o indicate that the
fong-run tendency has been for the orgamic
compasition of capita) to fall. Lebowitz™s poim
Is & more contingent one which grounds the
innevation provess within the context of the
given relgtans of production prevailing in the
COMIMY at 4 given lime.
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ated the substantial risc in the rate of
profit during the long wave of post-war
prosperity **

The basic argument of these wuthors is
that the combined effects of the “faw as
such™ and the counteracting influences are
indeterminate. The exact nature of the
interaction of the two forces in particular
ceonomies cannal be clearly specified.
Any of the various influences identified
by Marx have the potential ¢ offset the
cftects of the rising social productivity of
labour on the rate of profit. The coatin-
gent nature of Marx®s original argnment
undoubtedly accounts for the singular lack
of consensus among most conlempurary
treatments of this question. David Harvey
suggests that much of the confusion
derives from the fact that Marx was
diverted from his woriginal intention of
emphasizing the inherent instability of the
capitalist mode of production o & more
tangential propusition of refunng the posi-
tion of the classical politica) coonomists.
According to Harvey, the essential point
which Marx intended to convey is that
.. the dynamics of techaolegical and organi-
catiomu] change are critical tor the stability of
capitalism and that the paths of change compat-
iblc with balanced growth are. o they exist at
all, bighly restricted. . .. The accessary tech-
nological and wrganizational mix could oniy
ever be struck temporarily by accident and . ..
the behaviour of individual capitalists tends 10
perpetually de-stabilize the cconomic system,
This is, ... | would submiit, the fundamenuad
praposition that lies buried within the falling
rate of profit argunwnt ®*

The Overproduction of Capital Thesis

THE FOURTH YARIANT of the ¢misis theory,
the excess capital theory duc to the over-
production of capital, has been presented
in a recent book by Makoto 1toh, entitled
Value and Crisis. In the central chapter of
the book, he contrasts the earlier versions
of crisis theory which Marx had devel-

oped in the Grundrivse and Theories of

2 s Dermiere la crise: La tendance a ba buisse du
taun de profit,” Revue Ecomomigue, 33
(1982, 206-7.

2 Harvey, Limiss to Capital. 189,

Surplies Vafue. with that presenied in
Capitad. The distinguishing feature of the
mature versiun of Marx's crisis theory
is the emphasis placed on the over-
production uf capital relative 1o the avail-
able working population. As the process
of accumulation procecds it occurs in
a capital-widening, rather than capital-
deepening fashion. In a period of prosper-
ity. capitalists are likely 1o add additional
productive capacily based upon existing
methods of production, rather than engay-
ing in the widespread scrapping of exist-
ing fixed capital and its replacement with
cquipment embudying newer techniques of
production. The accumulation of capital
under these conditions is accompanied by
an increased demand for Jabour which
necessarily results ina rising level of wages
and  increased  pressure on o profi
rates. (109)

The important guestion is why the
excess capitil cannot be discarded at this
stuge of the accumulation process withour
produving a dramatic crisis. toh argues
that it is not possible to comprehend this
process withoot including the anulysis of
the credit system that Marx presenis in
Part V of Volume (I of Caprral. Marx
observed that fluctuations in interest rates
tend to be closely associated with the
business cycle. low interest rates corre-
sponding o the phase of prosperity ., rising
rates to the turn in the eyele, and the high-
esl rates to the period ot crisis. The rate of
interest and the level of wages tend to rise
together under conditions of prosperity as
the demand for additional Jabour and
maoney capital both increase. The inecha-
nism which triggers the actual occorrence
of crisiy is the increase in speculative
activities. As wages rise due to the over-
accumulation of capital, market prices n
thuse sectors with a lower organic compo-
sition of capital begin to rise reficeting the
higher wage bill. The higher level of
wagcs also inercases the demand fur con-
sumption gooads or the poods used o pro-
duce them. irigpering a rise in market
prices. As the prices of these commadities
start to rise, unusual speculative stockpil-
ing of them will begin to squeese the
credil syslem, tightening the money mar-
kets and putting upward pressure on
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interest rates. The overproduction of capi-
tal thus causes three related develop-
MEnts: a nse 10 wages, increased pressure
on profit rares, and higher intcrest rates.
The profit Jevels of capitalists  are
squeczed by both the higher wages and
imeresi rates. (109-13)

The tightening of credit undermines
speculative operations first, resulting in
cut-rate sales to pay outstanding bills,
This tn turn precipitates a decline in prices
and a chain reaction of insolvency. Credit
institutions begin to restrict the supply of
credit to protect themselves, further con-
stricting production throughout the ccon-
omy and accelerating the dectine in
employment. The expansion of the
rescrve army of labour intensities the
downward pressure on wages and restricts
the consumption of workers. further
reducing effective demand throughout the
economy, The crisis forces some thrms
out of business and gives other capitalists
4N Opponunity to overcume the Crisis
because of the immohility of large
amounts of fixed capital. "The super-
abundance of idle industrial capital,
unuscd loan capilal, and unemployed
laboring population, or low rates of profit,
interest and wages coexist, unable to com-
bine in this period ™ (116)

In this siruation, the idle capital is
depreciated rapidly because it can no
longer be profitably operated. As the sur-
viving firms begin to amass new amounis
of money-capital, thecy invest in new
equipment incorporating new methods of
production which generally result in a
capital-decpening  process.  The  firms
which successfully reequip are able 1o
commence profitable accumalation even
al lower price levels. The proportionality
between the departments of production is
restered through the process of rencwed
investment  and  labour  begins to be
reemployed at lower wage levels provid-
ing a higher rate of surplus value. As rela-
tions among capitalists, and between capi-
tal and labour, are restored, accumulation
resumes at a higher rate of profit, and the
industrial cycle has run its course once
again. The business cycle, thus presented,

including the necessary outbreak of
periodic crises, constitutes the mechanism
within the capitalist mode of production
for adjusting value relations between
capitalists and between capital and
labour. (116-8)

The varian of crisis theory presented
by Itoh overcomes many of the limitations
of the carlier variants. It presents a clear
and cohesive view of the mechanisms by
which crises operate to restore the condi-
tions of capilalist accumulation. How-
ever, it still suffers from a tendency to
abstract one aspect of the process of crisis
from 1he 1nality of Marx’s exposition of
the dynamics of capitalist economies.
More specifically, ltoh bases his interpre-
tation of crisis theory on onc aspect of
Marx's exposition n chapter 15 of Vol-
ume 111 of Cuapital, while ignoring the dis-
vussion of the earlier part of the chapter.
The discussion of crisis presented in chap-
ter 15 is inended to be the culmination of
much of the analysis which precedes it. It
must necessarily be rcad as a logically
integratcd argument although the manner
of exposition makes it dilficult to do so.

The exposition in chapter 15 follows
the main culline of the argument which
has preceded in the previous two chapters.
The first section recapitulates the argu-
ment that the pressurc to increase the
social productivity of labour, inherent in
capital, alse contains within it the self-
destructive tendency to alter the condi-
tions required for profitable accumula-
tion. The second section indicates that this
is not a unilinear trend, but one which can
be offset by faclors such as the raising of
relative surplus value or cheapening the
factors of constant capital. **The two ¢le-
ments  cmbraced by  the process  of
accumulation, however, are not to be
regarded merely as existing side by side in
répose, ... They contain a contradiction
which manifests itself in contradictory
tendencies and phenomena. . . . From time
to time the conflict of antagonistic agen-
cies finds vent in crises. "™

# Capital, ¥ol. 1, 248-9.



238 LABOURALE TRAVAIL

Marx then proceeds in the third sec-
tion of chapter 15 to deal with the specific
form in which the crises gencrated by
these contradictory tendencies manilest
themselves — the relative overproduction
of capital. This overproduction of capital
is reflected in all the forms which have
normally been confused for the different
sources of Marxian crisis theory. In David
Harvey's words, “*The overaccumulation
of capital in gencral can immediately be
translated inte particular manifestations of
excess capital “held up’ in all of the states
it assumes in the course of circulation.™
The typical cyclical crisis is characterized
by the following phenomena — an over-
producticn of commodities: surplus inven-
tories of constant capital inputs and par-
tually finished commoditics: idle capital
within the production process; surplus
mongy «<apital and idle vash balances;
surpluses of labour power: and falling
rates of rcurn on capital advanced
cxpressed  as falling  real  rates  of
inferest. &9

Thus, what is at issue is not so much
the guestion of which variant of crisis
theory best reflects Marx’s original inten-
tion, but rather, the nced to recognize that
all the varianis have abstracled from his
analysis uf the process by which the inher-
ent contradiction between the forces and
rciations of production are resolved, Muost
of the cnergy invested in the debates
around crisis theory has arguably been
directed to the wrong question at the cost
of ignoring the real one. The histery of
capitalist development suggests that a
more critical task for conlemporary Marx-
ist theory is to analyze the role that crises
have played ip the iraosformation of
capitalist relations of production  and
ultimately, of the working class itself.

10

Long Waves and Economic Crisis

THE DEVELOPMENT of such an analysis
requires a recognition of the fact that each

* Harvey, Limits io Capital, 195.

crisis cycle experienced in the history of
capitalistn fundamenially aiters the forces
and relations of production that constitute
the basis of the next industrial cycle.
Same of the confusion in Marxist crisis
theory has originated with the failure to
incorparate these effects of crises as a
basic element of the theory. Not all Marx-
ist theorists have distinguished between
the typical crisis cycle and the way in
which crises have been transformed
through the different siages of vapitalise
development. A notable exceplion to this
rule is found in the work of Ernest Man-
del. In three separate books writken over
the past decade and a half. Mandel has
developed an analysis of the dynamics of
capitalist economies, which integrates an
interpretation of its crisis tendencies with
the histarical pattern of its development.
Mandel grounds his argument in a version
of crisis theory which dues not reduce the
outbreak of crisis to a single causative fac-
tor: “‘any single factor assumption is
clearly opposed to the notion of the
capitalist mode of production as a
dynamic totality in which the interplay of
all the basic laws of development is neces-
sary in order to preduce any particular
outcome.”” (1975, 39) Mande] identifies
six variables essential 10 an analysis of the
outbregk of crisis: the organic composi-
tion of capital in general and in the most
important departments; the distribution of
constant capital between fixed and cir-
culating capital; the development of a rate
of surplus value; the development of the
rate of accumulation: the development of
the turnover time of capital: and the rela-
tions of exchange between the two depart-
ments. The ceniral dynamic which links
the interplay of these six variables is the
“tendency for the various spheres of pro-
duction and the various component parts
of the wvalue of capital to develop
unevealy.” (1975, 42)  Mande]  thus
shares the view that crises are the embodi-
menl of the inherent instability of the
capitalist mode of production.

Mandel’s most significant contribu-
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tion 1o the recent development of crisis
theory has been his systematic differ-
entiation between the periodic upswings
and downswings of the industrial cycle
and the longer periods of capitalist expan-
sion and decline which he associates with
the fundamental transformation of the
technological base. He maintains that
most Marxist analyscs have considered
the movement of the average rate of profit
in two different time frames: the shorter
term of the industrial cycle (analyzed by
Marx) and the life ¢ycle of the capitalist
mode of production (at issue in the break-
down controversy). A third time frame,
that of the long cycle (or long wave) must
be intraduced 1o provide both a consistent
theoretical analysis and to insure that
theory conforms to existing empirical
duta ™ (1980, 11N

The periods of cxpansion and decline
associated with the long cycles corre-
spond to changes in the organic composi-
tion of capital and the rate of profit on the
basis of an existing level of productive
technology. Each shift from the down-
ward phase of the long cycle 10 an
upswing is associated with the transforma-
tion of the technological base of the
capitalist mode of production. The histary
of international capitalism consists of four
such long cycles of approximately 30
years” duration: from the end of the cigh-
teenth century to 1847; from 1847 to the
beginning of the 1890s; from the 1890s to
the World War 1I; and from World War I1
to the present Z7 (1975, 120-1)

¥ Due t the terrible Jack of consistency in the
way the Tespective terms are used by difterent
writers, in this review the terms long wave and
long cycle uf roughly fifty years consisls of an
expansionary  phase and 4 contractionary
phasc.

*" While Mandel is the most important contem-
porary Marast theorist of long waves, he s
merely ong of a number of writers who have
vontributed o the revival of interest in this area
of ¢conomic theory over the past decade. A
representabive sample of these different posi-
tions can be found in Christopher Freeman,

The concept of the long wave in
capitalist cconomic development dates
from the work of two Dutch Marxists, J.
van Gelderen and S, de Wolff, writing in
the early decades of the twentieth century,
The economist generally given credit for
the pioneering work on the concept, how-
ever, is a Russian, Nicolai Kondratiev.
Kondratiev’s theory of the long wave was
derived from his observation of trends in
the fluctuation of nineteenth-century price
series. The occumrence of long waves was
explained in terms of the durability, pro-
duction period, and investment amount of
particular types of capital goods. The
source of the long cycle is the tendency of
these basic capital goods. including large
plants, railways, canals, and other
infrastructural projects, 1o be built in ¢los-
ters. The tendency for capital investment
to cluster is the product of the availability
of lvanable funds. At the beginning of the
expansion period, the supply of loanable
funds is large and available at low interest
rates. As investment procecds, the supply
of funds dwindles and interest rates rise,
causing the pace of investmend to stacken.
The dechne in major capital investments
triggers the long period of the downtum.
The decline of investment in turn eventu-
ally gencrates a rise in savings, low
interest rates, and falling prices. creating
the conditions for a new upswing.®®

While Kondratiev claimed to base his
theory of the long wave on insights
derived from Marx, his argument has not
been umiversally accepted by Marxists,
Kondratiev's conclusion that the fluctua-
tions in investment levels over the long
¢ycle represented deviations from a long-
term equilibrium implied that endogenous
factors within capitalism tended to restore

ed.. Long Waves in the World Economy {Lon-
dom |984).

1.1, van Duijn. The Leng Wave in Economic
Life (London 1983), 64-B. A similar account of
Kuondratiev's theory is provided in Richard
B. Day, “The Theory of the Long Cycle:
Kondraticv, Trotsky. Mandel.,” New Left
Review, 99 (1976), 76-7.
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the economy to its long-term growth pat-
tern, Kondratiev argued that his theory of
the leng ¢ycle was the logical complement
to Marx's theory of the role of crises in
reguiating the shorter indusrial cycle of
ten years' duration. However, as Richard
Day has noted. this position was rejected
by Troisky. who argued that long cycles
were governed by the unpredictable
occurrence of external events, such as the
absorption of new countries and conti-
nents, the discovery of new natural
resources. and  superstructural  factors,
such a3 wars  and  revolutions. ®
Kondraticv's views were equally unac-
veptable tu more onthadox Soviet critics
who  denounced the theory for s
hourgeois optimism. ™

One of the most imporant reatments
of the question of long waves was pro-
vided in foseph Schumpeter's classic
study of business cycles.® Schumpeter
treated the long wave as one of three basic
types ol fleciuation in business activity
intrinsic  to capitalist  economies.  For
Schumpeter, the source of flucwations in
business activity was the innovation pro-
cess, He regarded the process of innova-
tion as essennally discontinuous. Innova-
tiony tend 10 appear in swarms due to the
nature of entreprencurial activity. The
appearance of one or more entrepreneurs
with the ability to develop and implement
new fanovations paves the way for athers
and initiates an accelerating trend. The
variations in  fluctuations berween the
three types of cycles — ihe shan
(Kitchen), intermediate (Juglar), and long
(Kondratiev) cycles — is accounted for by
the different impacts of different types of
innovalions. He associated the long cycle

“ Day. “The Theory of the Long Cyele.” 71.
* Richard B, Day, The 'Crisis” and the
‘Crash': Sovier Studies of the West, 1917-193¢
{Loadon 1981, 34-5 9]-4.

3 Schumpeter. Busimess Cveles. A Theorets-
cal, Histerical and Stotistival Aralysis of the
Capitalist Process, 2 vols. (New York 1939,

with basic innpvations, such as railroads,
electricity, and motor cars.™

Schumpeter's view of long cycles as
an incvitable part of the capitalist process
led him to the conclusion that a purely
economic breakdown of capitalism was
highly unlikely. Writing in 1942 in
Capiralism. Socialism and Democraey.™
part of which has been reproduced as Can
Capitalismt  Survive?, he argued thal
depressions of the severity experienced
during the 1930s occurred with periodic
regularity in capitalism. They were in
themselves part of the Jong cycle which
reflected the process of creative destruc-
tiom that imbued capitalism  with its
dynamic nalure.

These rtevelutions periudically  reshape  the
existing structure of industry by introducing
new  methods of praductien new  <oim-
moditics . .. new forms of organization . . |
new sources of supply . .. new trade routes and
markets to sefl in and so on. ... Thus there are
prolonged periods of rising and falling prices,
inferest rates, employment and so on. which
phenomena constitute parts of the mechanism
af this process of recurrent rejuvenation of the
productive apparatos. (8)

While Schumpeter was ultimately pes-
simistic in #gnswer 1o the guestion he had
posed. his reasons had more to do with the
“superstructure’” of capitalist society (a
point which shall be discussed in more
detail below).

Mandel has integrated the concept of
the long wave with the theory of the ten-
dency of the rate of profit 1o fall o explain
why the rate of profit 1ends & rise over the
cxpansionary phase and to fall in the con-
tractionary phase. A persistent decline in
the rate of profit over a lengithy period
vceurs when the counteraoting tendencies
are relatively weak and conversely. the
expansive phase of the long wave occurs
when the counteracting tendencics are at
work in a strong and synchronized fash-
ivn. In his most recent work on the sub-
ject, Mandel draws an important distine-

" van Duijn, The Long Wave, 97-106.
* (New York: Harper and Row, 1942).
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tion between the transition which occurs
at the peak of the expansionary phase and
that which occurs at the trough of the con-
tractionary phasc. While the long-run
trends in the eate of profit accurately
describe the 1rend of the wave once it is
initiated. as well as the transition from an
expansionary phase to the contractionary
one, {he end of a period of stagnation and
the transition to a rencwed period of
expansion can only be explaincd by
extra-economic facturs, These factors
include wars of conguest, extensions and
contractions of the area of capitalist oper-
ation, intercapitalist compenition, class
struggle, revoluticns and counterrevolu-
tions, among others. ™ (1980, 21)

Mande] makes a significant connec-
tion between the shift in the phases of the
Jong wave and periods of intensive tech-
nological mnovation as well as variations
in the intensity of class siruggle, The shift
from the downward phase to the upward
one 15 associated with an intensive period
of technological innovation.®* The degree
of innovation is greatly retarded during
the downward phase of the long wave
because the profit expectations of entre-
prencurs are not high enough to justify the
massive investments in new technology.
When the expansionary phase commenges
and rates of profit rise, capitalists find 4
large reserve of innovations rcadily avail-
able for application. The application of
these new ipnovations on a massive scale
constifules a sustaining  factor of the
expansionary phase. (1980, 25)

" In drawing this distinction, it appears that
Mandel has been semsttive 1o the criticnm
levelled against the ambiguity of his argument
i Late Capitafism by Richard Day in “"The
Theory of the Long Cyele,™ 79-82. and has
clearly associuted his own position with that of
Trotsky, as oposed to that of Kondratwey,
 Mandel shares this view in common with
Kundratiev™s arigmal work, as well as that of
Schumpewr, although he clearly differs in his
interpretation of the source of flucthoations in
the long wave. ¢f. van Dunyn, The Long Wave,
93111

Mande) links each of 1he four succes-
sive long waves (and their associated
teehnologies) with a different form of
organization of the labour process. Each
phasce of an individual wave is also char-
acterized by a different degree of stability
in the labour process. The long expansive
period in the upward phase of the wave is
associated with relatively little change in
the organization of the labour process.
The existing form of organization is tied
ta the technologics which prevail. The
adequacy of the rate of profit reduces the
incentive for capitalists to undertake radi-
cal changes in the labour process and the
relative prosperity of the period makes
capitalists leath to precipitate the inten-
sified class struggle which changes in the
labour process would induce. The prevail-
ing stability is upset during the downward
phase of the wave. Class struggle inten-
sifies a» capitalists attempt to realize a
higher vate of surplus value. Conse-
yuently, they are less concerned with the
implications of wholesale changes in the
{abour process.  Historically,  major
changes in the labour process are initiated
in an experimental form towards the end
of the expansionary phase and hecome
gencralized throughout the cconomy dur-
ing the depressive phase. The outcome is
partlly determined by the intensity of
working-class resistance. Thus subjective
factors, not endogenous factors (such as
the perindicity of the long waves) deter-
mine the duration of the depressive
phasc. (1980, 55)

Muandel applies his theory of the long
wave to analyze the development of west-
ern capitalism since the end of World War
[I. The expansionary phasc which com-
menced at the end of the war was the prod-
uct of several factors. The most impor-
tant was the suppression of real wagce
levels resulting from the political defeat
of the working class at the hunds of fas-
cism and the reconstitution of the reserve
army of the unemployved duting the
depression years.  The  consequent
increase in the rale of surplus value was
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sufficicnt te stimulatc a ncw wave of
investment. The higher level of invest-
ment activity led in turn (o an increased
pace of innovation associated with the
third industrial revolulion and the long-
term expansion of the market on a world
scale. The expansionary phase of the
wive was sustained until the late 1960s by
the absorption of lurge numbers of foreign
and agricultural workers into the labour
force of the advanced ceonomtes. Class
strugple over the rate of surplus value
intensified in the late 1960s with the con-
traction of the reserve army of the unem-
ployed resulting from the absorption of
the readily available reserves ol labour.
This signaled the end of the cxpunsive
phasc of the long wave. The tntensifica-
tion of inter-imperialist rivelry in (he
same period provided an additional con-
straint on the  strategees  available 10
capitalists. {1975 168, 180. 442)

The end of the expansionary phase of
the long wave was visibly muantfested in
the generalized recession of the mid-
19705, In The Second Stump, Mandel
documents the specific nature and inten-
sity of the recessiom. In w0 domng, he
cxtends his analysis of long waves to
include the specifie characieristics of the
downswing ol the fourth wave. The
depressive phase of the current wave poscs
a particularly serious threat for capitalist
hegemony because of the exceptionally
high level of organization, numerical
strength and ¢ombativity of the industrial
working class, and the pelitical vulnera-
bility of existing bourgewis regimes. The
growth of inter-imperialist tivaley, the
closely  related  shift  of  productive
activities 1o 1the newly industrializing
vountries of Asia and Laun America and
the growing recourse to protectionism fur-
ther increased the severity of the reees-
sion. The generalized recession of the
1970s represents an  aitempt o loree
workers to accept falling real wages, a
detertoration of working conditions, an
intensification of the work process to
cxtract a higher level of surplus value, and

a loss of the basic protection against
uncmployment and paverty won in the
post-war period.

The outcome of the current crisis
depends on the result of the wocial and
political struggles that will mark the com-
ing years. To restore the conditions neces-
sary  for a resumprion of  profitable
accumulation and the expansionary phase
of the next wave, “the capitalists muost
first decisively break the organizational
strength and militancy of the working
<lass in the key industriabized countries.”
{1980, 113) This constitutes a muwh more
furmidable chuallenge for capitat than it
did 1n the 1930s. The attack on labowr’s
strength and  organizavion s likely o
stimulate an increase in the Jevel of vlass
conscivusness and the emergence ot a new
vanguard of radicalized workers. Tn Man-
del’s estimation, the great strength of his
theory of long waves of capitalist develop-
ment is that it does not preciude the possi-
hility of & renewed wave of expanston in
the carly 1990s. However, he believes that
the social and human costs of the defeat of
the  waorking  class  necessary  for the
resumption of growth will make the priva-
tion expericneed during the Great Depres-
sion pale in comparison, While recogniz-
ing the possihility of such an vutcome, he
is convinced that socialism constitulys the
only  veable  alternative open to lale
capitalism.

Mande!"s resurrection of the theory of
long waves adds an important dimension
Il contemporary Marxist crists theory i
its attempt to overcome the dicholomy
between the short-run theery of cyelical
crises and the debate over the long-run
tendency of capitalism o break down.
Further, bis analysis of the link between
the successive phases ol the long wave.
the acceleration of the pace of technologi-
cal innovation, the recorganization of the
labour process, and the variations in the
strength. cohesiveness. and militaney of
the organised working class mark 3
unigue contribution o Marxist theory.
Most  importantly,  Mandel's  theory
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suggests that the cyclical crises associated
with periedic fluctuations in the trade
cycle have sigrificantly different effects
than the prolonged periods of structural
crisis associated with the depressive phase
of the long wave. The more severe struc-
wral crises assoctated with the long wave
tend w revolutionize the technological
base of production and reorganize the
labuur process itsell as part of the process
which lays the basis [or the next period of
expansion.

[n spite of the obvious signiticance of
Mandel’s contribution, it suffers from a
number of limitations. While he insight-
fully recagnizes the critical role played by
structural crises in the reconstitution of
the productive base of the economy, he
docs not acknowledge the equally impor-
1ant transformative implications they have
for  superstructural  factors. This s
reflected in his discussivn of the post-war
economic  role of the state in Lare
Capitalism, He attributes the significant
increase in the degree of state intervention
1o three factors: the shortening of the wrn-
over time of fixed capital. the acceleration
of technological innovation, and the enor-
mous increase in the cost of major proj-
ccts of capital accumulation due to the
third technologicul revolution. While he
acknowledges that the expanded role of
the state is also linked to the “periodic
emergence of [the working class] as an
independent  force  in political  con-
flicts,” (1975, 4861 he fails to see that the
very form and content of state intervention
in post-war capisalist cconomies is hath a
consequence of the reselution of the strue-
tural crisis of the depressive phase of the
last long wave and a precondition for the
expansive phase of the post-war wave,

Hiv reluctance to afford an integral
role to poliical and secial factors in the
cmergence and resolulion of structural
crises is reflected in his criticism of David
Gordon. Gordon argues that the resolution
of a long-term structural crisis is endogen-
ous to the system, but recognizing the
importance of social forces in the outcome

of the crisiy, he insists that the “social
structure of accumulation’ contributes as
much 1o the restoration of 2 long period of
expansion as the narrowly ¢conomic fac-
tors ' Mande! rejects Gordon's argument
in his insistence that **the outeome of the
depressive long wave is not predeter-
mined."” thus missing the point that social
and political factors are as constitutive of
long periods of growth as more narrowly
cconamic  factors, (1980, 52) Conse-
quently, he is forced to resort 1o two ana-
tytically different principles to explain the
origins of the transition at the peak and the
trough of the long wave, undermining the
consistency of his theory. Although one
can sympathize with his desire to avoud
the crtivisms levelled at Kondratiev, the
resulting inconsistency is unnecessary. It
one accepts the principle that the only
limit to capital is conscious human sub-
jevts (us Lebowilz argues), there is no
need to insist that the transition from the
depressive 1o the expansive cycie of the
long wave cannot he gencrated by
endagenous factors, the concept of crisiy
signifies the dual possibility of transfor-
mation and renewal. Thus, the structural
crisis provoked by the depressive phase of
cach long wave contains both  pos-
sibilities. The important challenge is to
assess the lactors which contribute to one

W Gurdon defines this concept as the simple
saciak aggregation of the structures of the con-
shilugnt  institutions  necessary  for  Tapid
accumulation, of. his “"Stages of Accumulfation
and Long Eeonomic Cycles,”" in Processes of
the World System. Vol. 3 of Pelitical Evenemy
of the Wurld System Annualy, ed. Terence K.
Hopkiny and Immanuel Wallerstein (Beverly
Hills 19884, 17, Much of the same argument iy
reproduced in David M. Gordon ¢t of.. Seg-
mented Wurk, Divided Warkers: The Historead
Transformarion of Labor in the United Stute
tNew York 19823, chap. 2. The linking of
soepg) and economic structisres of accomulation
suppesied in Gordon™s work bears an affinity 10
the concept of regulation and the notior of
crisis  developed by Aglictta.  Theery  of
Capralist Regulation, 9-17.
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outcome over the other in the context wf a
pariicular crisis.

Mandel's willingness to pursue such a
line of analysis is seriously constrained by
tis political commitment. His insight into
the relationship between the depressive
cycle of the long wave, the reorganization
of the tabour process and the incentives to
technological — innovation  offers  an
invaluable  insight into  the provess
whercby class strupgle intersectls with
capitalist crisis o change and reproduce
the mode of production. The extension of
this insight can serve as the basis for an
analysis of the role of crisis in the recon-
stitutton and reorganization of the work-
ing class. However, his commitment to a
traditional form of revolutinnary Marxism
precludes the  possibility of such an
analysis. In the end, he reverts to the
assertion that the application of correct
political practices by the working class
can overcome the incomprehensible suf-
fering that is necessary for the resumption
of the expunsionary phase of the next long
wave. The implications of Mandel's
analysis deserve a more substantial treat-
meni than he bas afforded them und they
will be pursued in the Jast section of this
revigw,

André Gunder Frank’s analysis of the
current crisis reveals many of the same
concerns that characterize Ernest Muan-
del’s writing. Frank integrates the discus-
sivn of crisis and long waves into the
woarld systems perspective that he and
other wrilers, such as Immanuel Waller-
stein, have formulated in their work on
underdevelopment. Frank aprees that the
crisis which emerged in the 1970 iy the
manifestation of the "B ur depressive
phase of the curremt long wave of
capitalist growth. He is in general agree-
ment with Mandel's periodization of long
waves, commencing with the first wave in
the 1790s and catending to the present
fourth wave. He also agrees that the crit-
ical factor in determining the duration of
the upswing and the transition from the
expansive to the depressive phase of the

long wave is the dechne in the rae of
proth occasioned by shifts in the capitalf
labour ratio, (1980, 21-4)

Frank does not draw the distinetion
Mandel makes between the endogenous
nature of the factors contributing 1o the
shilt from the upswing to the downswing
of the long wave and the exogenous nature
of the factors iniggering a renewed period
of expansion. The downswing of the long
wave is a period of extended crisis laying
the basis for the expansion that follows,
For Frank. a vrisis does not necessarily
signdl the breskdown of the process of
capitalist accumulation, hut rather a turn-
ing poant when existing social, palitical.
and ceconumic relations are transformed:

The crists is a penind in which a diseased
suwial. cvonomic and pulitical body cannot live
on as before and is obliged, on pain ot death, o
underga transformations that will give it a new
lease on life. Therefore, this period ol criais is
a historical mument of danger and suspense
during which the crucial decisiens and fransfor-
mations are made that will determne the future
development of the system and 11s new social,
economic and political base. (1981, 111

He analyres the process of change
which gave rise to the long wave of post.
war expansion in terms of the same cnt-
ical variables identifed by Mandel: the
destruction of large quantitics of capital
stock by the Depression and World War
IL; the restriction of real wage levels by
the experience of fascism and the Depres-
sion: and the recstablishment of a stable
international financial and rading regime,
The end of the cxpansionary phase was
first manifested in the fall in the rate of
profit ip the late 1960s and accelerating in
the 1970s. The resulting stagnation of the
1970s was characterized by falling levels
of employment, rales of capacity utiliza-
tion, productivity tevels and GNP, exacer-
bated initially by government policies to
protong the boom and subsequently by
more restrictive policies. (1980 chap. 3)
By the end of the devade, the international
capitalist cconomy was hrmly embarked
on a path of economic decline which bure
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all the marks of a classic capitalist crisis,
The prerequisite of a renewed wave of
expansion is a radical reorganization of
the technological and social basis of pro-
duction: excess capital must be written
off: costs of production must fall; 1echnol-
ogy and the labour process must undergo
decp-seated chanpes; labour costs must be
reduced: the spatial and secteral distribu-
tion of production must be modified
throughout the world: and the rate of
profit must be raised through a massive
social and pelitical struggle between capi-
tal and labour:

If world capitalism has agdin cntered a majot
crisis of accumulation, as we believe, another
major capitalist investment boom cannot take
place until capital hus succeeded in reorganiz-
ing capitalist production on a new basis —
either with the willing collaboration of labor,
or by abhging labor to accede apainst its
will. (1980, 98)

One of the important contributions
which Frank makes is 1o stress the extem
1o which the current crisis of capitalism is
truly a crisis of the world capitalist econ-
omy. He analyzes in detail the growing
legration of the eastern European econ-
omies into the world capitalist system
{both as markets for western goods and
techaology and as production sites), thus
reducing their degree of imperviousness
1o western crises, (1980, chap. 4) The
crisis in the West is transmilted even more
rapidly to the coumtries of the Third World
through the international trade wnd pay-
ments mechanisms, The increased migra-
tion of capitalist enterprise fo free produc-
tion  sites 0 southeast  Asia,  (atin
Amwrica, and the other newly indus-
trializing countries’’ represents an impor-
tant component of the capitalist response
to the crisis. The emergence of the New
International Division of Labour, that is, a
world market for labour and production
sites, constifutes part of the profound
transformation of world capitalism occur-
ring in the context of the depressive phase
of the current long wave. A related feature
of the current transformation of the world

economy is the spreading rationalization
of production in the industrial cconomies
through the application of advanced tech-
nelogies.

Frank differs sharply from most con-
termporary Marxist theorists of crisis in his
willinpness to accept that the current
vrisis may well result in a restoration of
the conditions required for capitalist
accumulation. While not deaying the role
which consciows human subjects must
play in the revolutionary transcendence of
capitalism, his reading of the current
pulitical shift 10 the right in the industrial
economies, the resurgence of nationalis)
and religious sentiment in the developing
cconomies and the growing integration of
the castern economies into the world
capitalist system leads him to a pessimis-
tic view of ity current potential, He con-
cludes that his **observations and formu-
lations suggest that there is a single world
capitalist system, which is undergoing
another in g series of long cycle crises
from which it is likely to be able to
recover through far-reaching and deep-
going economic, social, political and cul-
tural readjustments.”” (Amin ez ol., 1982,
161}

Frank's  pessimistic  conclusions
regarding the likely outcome of the cur-
rent ¢risis differ sharply from those of his
recent  collaborators,  Samir  Amin,
Giovanni Arrighi, and [mmanuel Waller-
stein. Wallerstein shares Frank's interpre-
tation of the nature of the long waves of
capitalist growth while the other two tend
o regard the concept as dangerousiy
abstract and are converned that it leads to
an excessive ““ceonvmism.’’ While all
four authors believe it unlikely that the
current crisis will lead to o socialist trans-
formation, Amin, Arrighi, and Waller-
stein believe that the eventual demise of
world capitalism is virtually incvitable,
“They belicve this to be so because they
believe, as did Schumpeter, that it is
capitalism’s successes that will breed ies
failure: that the more capitalism expands,
recuperates oppositions, and adjusts diffi-
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culties, the more it is led into impasscs
from which there s no exit.”” Frank
remains much more pessimistic; although
he docs not insist that capitalism is eter-
nai, he fails (v foresec the configuration of
political forces on a world scale that can
signal 1ts demise. {Amin er af.. 1982,
243}

Without necessartly agrecing with ull
of Frank's conclusions, it is importani to
recognive that in many respects his view
of the natore and role of capitalist crisis
captures much of Marx’s original intent.
Crisis is @ mechanism of adjustment
which allows capital to overcome an inter-
nal bartier 1o its continued sclf-cxpansion.
Crises are thus necessary n this functional
sense for the continued self-expansion of
vapital, but such a regeneration of the
accumulation provess is not mevitable.
Frank thus stands out from the majority of
contemporary  Marxist theorists in his
willingness to recognize the continued
self-expansion of capital as an equaliy
logical posstbility of a given historical
crisis. He stops shont of supgesting what
form the reconstituted relations of produg-
tion might tzke or the implications of the
current crisis for the reconstruction of the
working class, but his analysis puinty in
that direction.

v

Implications of the Current Crisis

MARXISM REMAINS BEDEV!ILLED by (he
ongoing tension belween the two poy-
sibilities contained within the theory of
crisis — that of renewal and that of trans-
fuormation. Each crisis may putentially be
resolved by means of a transformation or
a reconstitution of the relations of produc-
tion. However, much of recent theorizing
has focused on the role of the current
crisis in gencrating the preconditions for
the transition 1o socialism to the exclusion
of an analysis of its implications for the
reconstitution of capitalist relations of
production.

This blindspot in Marxist crisis theory

<an be attribuled tw the Hegelian influence
ap Marx, The Hegelian influcnce contains
both analytical principles for the interpre-
tation of history and incorporates cle-
ments of Hegel's teleological view of
tuman development as involving progress
towards the manifestation of reason in
human aftairs. Although Marx ¢laimed to
stand Hegel on his head in substituting his
materialist dialectic for Hegel's philo-
sophical dialectiv. the telealogical ele-
ments  were  carried  over  relatively
intact.” o spite of the significant cvolu-
tion of Marx’s thinking over a 40-year
period, the analytical basis for the revolu-
tionary mission assigned to the working
class remained firmly rooted in Hepelian
weleology. The extrication of  Marxist
crisis theory from thal teleology is a pre-
requisite for an analysis of the full range
of pussible cutcomes 1 the CULTen? CTisis.
The extension of Marxist crisis theory
in the direction proposed  requires a
reevaluation of the historical significance
of capitalist crises. The essential role of
capitalist erises, particularly the siructural
crises  associgted  with the  depressive
phase of the long wave, has been to trans-
form the exasting relations of production.
In so doing, they revolutionize the nature
uf the labour prowess and alter the nature
of the working class itself, in order to
facilitate the centinbed accumulation of
capital, The dynamic conllict between
labour and capital has been the driving
torce behind the crisis-laden development
of the capitalist mode of predductiom. As
James O"Connor has observed,
Worker struggles were motors of capitalist
development in the deep sense of strengthening

T André Gorz, Farewell 1o the Weorking Clasy:
An Essayv on Posi-fndustriaf Socialism, tans.
Michael Sonenscher (Boston 19823, 16-22:
Anthony Giddens, A Contemporary Critigue of
Historieal Materiatism, Vol [: Power, Prop-
erty and the State (Berkeley and Los Angeles
1981), 73 4 similar point is emphasized by
Chantal Mouffe in “*Working-Class Hegemony
and the Strugple for Socialism,” Srudies in
FPoleical Economy, no, 12 (1983), 8-13.
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a mudel of accumulation which in the course of
crises perindicaily subverted the workers” own
sacial bases of resistance by recomposing labor
and the work force itself

The precise effect that crises have had
on the reconstitution of the labour provess
and the working class has varied with
each successive stage of capitalist devel-
opment. Itoh notes that the nature of
crises underwent a sipnificant change dur-
ing the late ninetcenth century. The flow
of British capital investments overscay,
the commencement of the railway era,
particularly in North America, and the
growth of the iron and steel indostries
introduced fundamental changes in the
urganization of capitalist produciion and
the international financial system. As a
consequence of these changes., the depres-
sion which commenced in the 8705
proved to be longer lasting than previous
cychical crises. The increased retums on
British financiul capital invested overseas
postponed the immediate financial impact
of the crisis and delayed the process of
depreciating and replacing existing excess
capital. (141-2)

During this period of ¢hronic stagna-
tion, the ¢xpansion of productive capacity
in German and Ametican industry began
1 challenge the hegemonic position of
British capital. The accelerating concen-
tration of capitul and the growing integra-
tiecn of financial apd industrial capital
through the rise of the joint stock com-
pany gave rise 1o the modern oligopolistic
fitm.  Increased  international  rivalry
between the major  capitalist  powers
opened a new phase in volonial expan-
sion, leading to the modern form of
imperialism. Capitalist production waus
transtormed by 4 radical restructuring of
the labour process and 1he introduction of
pew technological principles, which rep-
resented an attempt (o raise the rarc of
surplus value through an intensitication of
the rate of expluitation and (he more effec-
Crisiy

* James OYConpor, Accismudanon

{London 198%4), 49,

tive subordination of labowr within the
production process.

The restructuring of the labour process
was  associated  with  the  increased
mechanization of manufactoring. Recem
studies of changes in the labour process
have distinguished between primary. scc-
ondary. and terary forms of mechaniza-
tien. The diffusion of the steam engine
during the mid-nineteenth century ini-
tiated the transition from manufacture to
machinofacture and constituted the basis
of primary mechamzation. Towards the
end of the century, the technical superior-
ity of the internal combustion and clectri-
cul engines resulted in their gradual
replacement of (he steam engine. The
most significant consequence of primary
mechanization was the increase in the
speed and scale of the transformation pro-
cess as part of industrial activity ™

The increase in productive capacity
resulting  from  primary  mechanization
gencrated a growing recognition of the
litmitations of cxisting transfer Sysiems for
moving components between the various
transfurmative locales in the process. The
overall efficiency of the productive pro-
cess was further retarded by the signifi-
canl conflicts which cmerged in this
period between groups of skilled machin-
ists trying to maintain their traditional
vontrol vver the labour process und man-
agement. The problems ¢ngendered by the
lack of coordination of the transfer pro-
cess and the contlict over control were
gradually resolved in the carly twenticth
century by the  introduction  of  the
Taylorist principles of scientific manage-
ment.  This combined (he  systematic
organization of work, the interchangeabil-
ity of parts and the use of specific
machinzs for the efficient transfer of dif-
ferent components of production thruugh
different parts of the process. Together
these changes constituted the phase of
secondary mmechanization that propelled
the upswing of the third long wave of

*“Rod Coombs, “long Waves and Labor-
Process Change.” Review, 7 (1984), 678-9.
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capitalist expansion.”™ Michel Aghetta
denotes the organization of the tabour pro-
cess associated with the stage of second-
ary mechanization as "Fordism.™

Fordism further developed the mechanization
of labour. increased the intensity of work,
rudicalized the separation between manual and
mental laboue, ngorovsly subjected workers to
the baw of accumulation and wrned scientific
progress against them as a power serving the
uniform expansion of value, "'

The resulting transformation of the
fabour process had profound implications
fur the development of the working class
in the twenticth century. The mechaniza-
tion of production preatly undercut the
historical strepgth of craft workers and
intensificd divisions between craft and
industrial workers. Combined with the
deteats sulfered by labour in the aftermath
of World War [, and the rise of company
unions, particularly in North America,
these developments weakened the posi-
tivn of the organized working class. The
higher levels of productivity generated by
the greater mechanization of production
meant that a smaller proportion of the
active dabour force needed to enpage in
manual labour in order to sustain g higher
standard of living, The more highly dif-
ferentiated division of labour between the
design and managerial aspects of produc-
tion, on the one hand. and the physical
aspects, on the other, produced a radical
transformation of the occupational class
structure. Rather than growing continu-

" Coombs, ‘"Long Waves,” 680. ol alo
Mandet (1980, 42-61: O’Connor. Accimula-
tion Crisis, 41-6.

Y Aglictta, Theory of Regulation, 117-8; the
concept of Fordism, while derived from
Gramsci's use of the term in The Proson
Notebouks, is based on the discussion in Chris-
tian Palloix, **The Labour Provess: From Faor-
dism o neo-Fordism,'™ in The Laboor Process
and Class Srruggle. CSE Pampblet na. | (Lon-
don 1976), 46-7, cf. also Mike Davis, ' “For-
dism® in Crisis: A Review of Michel Aglicta’s
Régulation et crises: L'expérience des Frats-
Enix, " Review 2 (Falk 1978y, 213-17.

ously 1o become the numerically domin-
ant component of the population, the
industrial  working  ¢lass  reached s
absulute peak in most industrial countrics
tn the decades from 1890 10 1910 (surpas-
sing 51 per cent of the poupulation in Bel-
gium alone) and has declined progres-
sively since. As Adam Przeworski hus
perceptively noted. the incontrovernble
reality of this fact has altered the nature of
warking-class polities in the cupitalist
democracies forever,

The reconstitution of the relations of
production in the early twenticth century.
itself a response to the last great crisis of
the nincleenth century, laid the basis for
the next crisis of the 19306, The growing
predaminance of aligopolistic firms. cou-
pled with the substantial rise in productiv-
ity wceasioned by the process of second-
ary mechanization, produced a new form
of monopolistic price behuviour which
crected a barrier (o the comtinued seli-
expansion of capttal. By the mid-1920s.
stbstantial excess capacity in the form of
fixed capital had begun to reappear, par-
ticulacly in the American cconomy. The
problem ol cxcess capacity was nten-
sified by the restrictive effect that the
aligopolies exerted on the consuming
power ol the mass of industrial  and
salaried workers. The cxisting  excuess
capacity and restricted consuming power
had led w a dechine in the level of capital
investment in the American cconomy by
the decade of the 19205, (Sieindl, 166-7)
At the same time, the excess money capi-
tal generated by the increased coneentra-
non of finance capital produced the preat
speculative boom that characterized the
last years of the decade. The end of the
boum in the stock market crash of 1929
signalled the vnset of the crisis. The
crisis, which originated in the United
States. spread to the other capitalist

¥ Preeworskr. Social Democracy as an His-
wrical Phenomenon,”” Mew Left Review, 122
(1980}, 39-40.
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countries through the collapse of the inter-
nalional financial regime, ¥

The Great Depression of the 1930s
was the most severe crisis experienced
since the advent of capitalism. The crivis
signalled a rupture between the new inten-
sive regime of accumulation assoctated
with the Fordist reorganization of the
labour process and the prevailing mode of
regulation. ™ The cconomic crisis of the
1930s was mirrored in the political crisis
embodicd in the rise of fascism and the
ensuing military conflagration of World
War II. While the resolution of the crisis
depended to a large exlent on the outcome
of the war, the basis for the post-war
rcturn  to prosperity rested upon  the
institution of a4 new mode of regulation
comesponding 1o the Fordist regime of

* See the discussion in Davis. ©* “Fordism® in
Crisis,”” 222-5; and Ttoh, 144-9,

" Regime of accomulation and mode of regu-
lation are terms cmployed by members of the
regulation  school of  France. Regime of
accumulation is defined as “a systematic mode
of dividing and reallocating the social product,
which achieves over a long period u certain
maich between the transformation of the condi-
wons of production . .. and transformations in
the venditions of finel consumption. ...
Made of regulation is defined as **the ensemble
of anstitutional  furms,  the  networks,  the
caplicit or implicet nerms, which assurc the
compatibility of behaviours in the framework
of a regime of secumulation, in conformity
with the state of social relations, and therchy
with the contradictions and the coaflictual
character of 1he relations between agents and
social proups.”” Aluin Lipietz, "The Globali-
sution of the General Crisis of Fordism, ™
Studies in Natiomal and [nlernational Develop-
ment Oecasional Paper No, 84-203 (Kingston
1984). 6. 8. The voncept of made of repubation
employed by Lipicts bears a strong affinity o
David Gordon™s noton of the wooal structurye
of accumulation discussed above. While the
concept of long waves is explicitly cschewed
by members of the regulacion schaol, W 1s pos-
sihle 10 cenceptualize the dilferent regimes of
accumulation and modes of regulacion as corre-
sponding te the various bong waves of capitalist
CXpUnsivn.

accumulation. The new mode of reguia-
tion emerged as a largely unintended con-
sequence of working class resistance (w
the impact of the erisis. The rise of indus-
trial unionism in the United States in the
political context of Roosevelt’s New Deal
provided the impctus for the institutionali-
zation of collective bargaining relations
which guaranteed that the real wagey
increased in line with productivity gains in
the post-war era.'® An additional Ffactor
that contributed to the new mode of regu-
lation was the concessions made by the
state in the area of social reforms (sym-
bolized by the Beveridge White Paper on
Social Insurance and Allied Services in
the United Kingdom) to secure popular
consent for the massive mobilization
required for the war effort.*%

The resolution of the crisis of the
19305, partly through the institution of a
new Furdist mode of regulation, resulted
in an extension and deepening of the role
of the state in capitalist economies —
referred 10 as the foundation of democra-
tic capitalism.'” The basis of democratic
capitalism was a compromise which left
the investmemt decision-making process
in the hands of private enterprises while
the state assumed responsibility for pro-
viding stable levels of employment and
income. It included acceptance of a com-
mitment 1o maintain adeguate levels of
support for these individuals unable to
provide for their needs through direct par-
ticipation in the labour market. This com-
mitment was embodiced in the institution
of social msurance programmes to deal
with vld age, unemployment, ill-health,
and a2 varietly of disabilities. The ensemble

2 Davis.  CFardean' in Crisis,”* 225-9,

* Richard M. Titmuss, **War and Social Pal-
wy." in Essavs on The Welfare State’. 2nd
ed. {Lundon 1963), 85-6.

17 Adam Przeworski and Michael Wallerstein,
“Demacratic Capitalism at the Crossroads.™
Democeacy. 2 11982), 54: ¢f. also Joachim
Hirsch, **The Fordist Security State and New
Social Movements,”  Kapitalistate. 10/11
(14833, 76-80.
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of new institutional roles for the state in
democratic capitalism found its ideologi-
cal rativnale in the theory and practice of
Keynesianism. The real gemius of Keynes-
janism  was its success in harmessing
waorkers' reaction to the intensification of
the labour process 1o tie the level of wages
and sacial consumplion to tncreases in
productivity 1

The final element in the post-war
reconstruction of the social relations of
praduction was the creation ol a set of
financial and trading  arrangements
designed to stabilize international lrade
and investment under American hege-
mony. Symbolized by the Bretton
Woods agreement, the post-war financial
regime reestablished a stable system of
currency exchange and & mechanism for
balance of payments adjustment secured
by the dominant position of the American
currency. This new regime opened the
way for increased international trade and
investment. based on the increased export
of American poods to overseas markets,
and the spread of United States-based
multinationals  abhroad. By the carly
19605, these multinationals Tound them-
selves competing with the (ransnational
flow of BEuropcan and Jupanese capilal,
resulting in an even greater degree of inte-
gration and interpenciration  of  the
capitalist economies, '

The post-war reconstitution of  the
social relations of production facilitated
the fourth long wave of capitalist expan-
sion. The transformation of the occupa-
tional «¢lass structure, initiated by the

* This poinl is made by A. Negri, La class
ouvriere comtre 'étr. guoted in Moulfe,
“Working-Class Hegemony.” 16-7: a similar
point is made by O'Connor in Accumudation
Crisés, 202-4: ¢f alse the discussion in
Lipierz, ""The Globalication of the General
Crisis."" 10-4.

¥ This sccount draws on my discussion in
“The Crisis in Advanced Capitalism;™ of. also
Ginvanni Arrighi, *“A Crisis of Hegemony, ™
in Amin et ¢f.. and Lipictz, " The Glohaliza-
tion of the Genera] Crisis,”” 14-7.

widespread diffusion of the processes of
secondary mechanization,  accelerated
rapidly under the economic sttmulus of
the boom. The technological patiern
underlying the fourth long wave was char-
acterized by the growth ol a new layer of
white-collar workers between managers
and supervisors, and the reductien in the
number of manual workers required for a
given level of vutpu, although absolute
increases in levels of output concealed the
dimensions of this change to some exient.
The changes in occupational  structure
were accompanied by similar changes in
income distribution.  The  structure of
wapes established by the new institutions
of collective bargaining insured that blue-
collar wages increased in line with pro-
ductivity gains, cspecially in primary
labour markets. The complex hicrarchy of
salarigs introduced by the new principles
of management and the growth of white-
collar occupations insured that the ranks
of middle imcome earners began o swell.
The changes in income distribution were
also translated into changes in product
demand, especially for mass produced
consumer durables, which also helped
fuel the post-war hoom ™

Many of the institutional changes in the
post-war role of the state. especiully the
universal provision of sovial programmes
such as heallh care, pensions and
family allowances, and the dramatic
expansion of the institutions ol secondary
and bigher education. reflected the chang-
Ing political concerns of the newly emer-
gent occupational proups in advanced
capitalist society. The growth of the pub-
lic sector, the rise of u white-collar
salariat and managerial class and the
increase in educational and other profes-
sional vccupations, all created new social
strata whose political interests were not
necessarilly compatible with thase of the
iraditional industrial working class. The

* Carlota Perez, “‘Structural Change  and
Assimilation of New Technalogies in the Eco-
nomic and Social Systems.” Futures, 15
(1983), 366-70.



CRISIS AND MARXIST THEORY 251

rise of these new sucial strata, the expan-
sion of the public sector, and the
institutionalization of working-ciass poli-
tics under the hegemony of social democ-
ratic Keynesianism called inte guestion
the political role ascribed to the industrial
working class in Muarxist theory.

One of the most astule students of
capitalism, Joseph Schumpeter, suggested
muore than 40 years ago that the real threat
to the future of capitalism might lic in its
suceesses rather than its failures. As was
noted above, Schumpeter was relatively
optimistic with respect to the purely eco-
nomic prospects for capitalism. However,
he identificd the supplanting of the classi-
cal role of the entrepreneur by the bureau-
cratized functioning of the oligopolistic
firm as the main danger to the survival of
capitalism. Equally threatening was the
rise of a new social stratum whose social
interests were fundamentally inimical o
those of capitalism -~ the intellectnals.
He recognized that the bharnessing of si-
ence and technology to revolutionize the
lubour process placed a strong premium
on the role of educational instiutions. The
value and reward systems of professional
educators were not strictly governed by
the capitalist cthos. He doubted the ability
of capitalism to sustain Full ¢employment
among this emerging social stratum, driv-
ing them towards an allance with the
labour movement 1o promole  social
policies conducive to their own interests.
The outcome of thts alliance would be the
creation of a social atmosphere that
“explains why public policy grows morc
and meore hostile to capitalist interests,
eventually 50 much so as to refuse on prin-
ciple to take account of the requirements
ol the capitalist engine and to become a
serious  impediment to  its  function-
ing.” (94)

While Schumpeter clearly recognized
the potential significance of the changing
social context of capitalism. he exagger-
ated the threat posed by the newly emerp-
g social stralum. A growing number of
writers in recent decades have espoused a

view close to Schumpeter's in questioning
traditional Marxist assumptions concern-
ing the leading role of the working class in
the process of socialist trapsformation.
The newly emergent social strata, or new
sacial movements, have been suggested as
potential substitutes for the traditional
role of the industrial working class as rev-
olutionary subject. These sugpestions
have included state workers and stale
clients,” a variety of new social move-
ments based upon “post materialist'™
values (such as the peace, ccology, and
women's movements)™ or the non-class
of post-industrial proletarians,™

Most of these suggestions risk sub-
slituting a new form of teleology for the
Marxist one they are so critical of. While
caretul to differentiate their view from
that of traditional Marxism, these authors
fall into a similar trap by assuming that
these groups represenl  potential new
agents for the transition to socialism. In o
doing. they fail to acknowledge that these
strala of Movements may represent new
social  forces pushing  towards  the
emergence of a new socio-politicul
infrastructure, or mode of regulation,
which could fuel the next long wave of
cxpansion, in much the same fashion that
working-class organization and resistance
during the depression years contributed to
the foundation ol post-war democratic
capitalism.

A critical assessment of the ¢ffect of
the current crisis on the reconstitution of
the social relations of production is neces-
sary in order to assess the prospects for
the emergence of such a new phase of
capitalist expansion. The social relations
of production associated with Fordism
began to encounter their own barrier to
growth in the late 1960s and carly 1970s.

O'Connor, The Fiscal Crisis of the State,
chap. 9.

** Hirsch, “"Fordist Sccurity State,”” 85.6;
Claus Offe, ** The Separation of Form and Con-
tent in Liberal Democratic Pelitics.” Studies
in Political Econemy, no. 3 (1980), 12-5.

¥ Gorz, Farewell, chap. 6.
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The decade of the 19605 witnessed the
intersification of inter-imperialist rivaley
among the major capitalist powers. The
exixtence of surplus capacity in key sec-
ondary manufacturing industrics, com-
bined with an increasing degree of inter-
national competitiveness and falling levels
of productivity to put pressure on levels of
profitability.

The extensive application ol the prin-
ciples of Fordisin throoghout the major
branches of industry provided the key 1o
the sustained increase in levels of output
and productivity during the  post-war
period. By the Late F960s . howeser. most
of the reservoir of productivity that could
be apped through the application of these
principles had been esbausted. Capital’™s
ctforts (o sustain high levels of surplus
vulue extraction through the progressive
scicntization  of  the  labour  process
encountered  growing  resistance  from
workers” organizations. Greater tightness
in Labour murkets. coupled with the expe-

ricoce ol two decades of steady rates of

growth, produced a wave ot worker mili-
tancy which muntfested itsctf in the torm
af ristng levels of absentecism, contract
rejections. wildeat srikes, and industrial
militancy, symbolized most graphically
by the cvents of Muy-June 1968 in France
and the “hot autumn™ of 1969 in laly.
The exhaustion of the possibilities of fue-
ther productivity guins through the post-
war intensive regime of  accumulation
imposed downward  pressure on profit
rates, signalling the onset of the current
crisis !

Faced with the deepening crisis of
Fordism in the Tate 1970 and 19R0s, capi-
tal responded in a variety of ways that
threaten a restructuring of the labour pro-
cess as radical as that which occurred in

* Lipwets. The Glabalization of the General
Crises, ™" 21-2; evidence in suppurt of this argu-
ment is presented n Liptetz. Derriére la
crise,” 215-27, and Samuel Bowles, David M.
Gordon, and Thomas E. Weisskopt. Beveond
the Waste Land: A Demacratic Alfernative io
Eoonemu Decline (New York 1983y, chap. 6.

the carly part of the venturs. The
increased pressure on rates of profitability
in the ingustrialized cconomics in con-

junction with the prowing cftorts of g

large number of developing  countrics
induced the spread of Fordism e the
periphery. The globalization of Fordism iy
directly attributable 16 the working of the
post-war regime of accumulavion. Two
decades  of  prodoctivit -linked  wage
mncreases  in the  industrial - countries
created a sufficiently  large  differential
with wages in the developing countries o
wvercome  the disadvantages  of
relocating to the periphery. Multinational
capital is wking full advantage of the
ceonomies of scule created by the pos-
war revolution in transportation and com-
munivations technology 1o wap the vast
patential reserve army of labour in the
developing couniries. Peripheral Fordism
15 deseribed as the judicious combination
of the waditiong] import  substiution
moedel of industrialization with @ newer
model of export substitubion o Take
advaniage of the opporiunilies to produce
with ¢heap Lebour from export Iree sones
for sabe in the industrinlized core.™

The spread of peripheral Fordism rep-
resents, at best, a lintited solution to the
current crisis. The trend towands "~ dein
dustriglization™ in the core countries, in
the context of the contractionary Tiscal amd
manetary  policics of the past decade,
restricts consemer demand 1o the point
where the increased production of the
periphery cannot be absorbed. This riises
the prospect of prolonged Magnation for
the countries of both the core and the
periphery. ™ Funthermore,  the e
importation of these productive activitics

coslt

* Algin Lipiets. ~Towards Global Fordism.™
New Left Review, no. 132 (19821, 44-5: Folker
Frobel, —"The Current Development of the
Warld-Ecenomy: Repraduction of Labour and
Accummulation of Capial on o World Seale™
Review, 5 (1982), 542,

* Alain Lipictz, “How Monctarism Choked
Third Waorld Industriglization,”” New Lefi
Review, no. K5 11984y, T]-87.
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to the core countries through an ongoing
process of technological innavation can-
not be ruled out, with the prospect for
even greater labour displacement on a
glabal scake. ™"

The intensified pressure 1o further
reduce labour costs, raise produclivity
levels, and restore profitabilily rates has
provided the incentive for capital to take
(ult advantage of recent rechnalogical
developments in microclectronics  and
robotics, The common teature of these
new technologies is the increased degree
of ¢control and flexibility that they provide
management over the work force and
every phase of the labour process. Taken
together, they constitule the basis for the
tertiary form of mechanization which may
potentially provide the basis for the expan-
sjonary phase ol the next long wave, "

The extensive application of the new
forms of tertiary mechanization in a4 wide
range of manufacturing industrivs will
produce funther changes in the occupa-
lional structure of the industrialized ccom-
omies. As Gorz has recently argued, the
current transformation of the lubour pro-
vess 8 reducing rthe traditiral industeial
proletariat of the ninctesnth century to a
small minerity of the wial population.
Writing in the American contest. Bob
Kunner has described the same phenome-
non in terms of “the declining middle.”
Gn the basis of evidence currently uvail-
able, be argues that job opporiunitics mn
the Amcrican economy are polarizing.
There will be incressing concentration of
Jobs at the cxtremes of the occupations]
structure with a certath proportian coneen-
trated in know ledpe-intensive occupations
involved in the design and management of
more automated forms of production. At
the other extreme will be a larpe number
of jobs in both manutacturing and the ser-
vice sector with low skill requirements.

¥ Rhys Jenkins, “Divisions Over the Interou-
tional Diviswen of Labour.”” Cupitul ond
Class.no. 22 (1984), 46,

™ Coombs, ““Long Waves,”" 681,

pour levels of pay, and little security of
employment.> Although these predictions
may prove to be cxcessively pessimistic, it
is clear tha! the current crisis will pro-
foundly alier the nature and role of the
industrial working ¢lass. The implications
of the current crisis for the recomposition
of the working class place even greater
obstacles in its path as revolutionary sub-
ject than have existed previously.

These trends in both the international
division of labour and the restructuring of
the industrialized cconomies raisc the pos.
sibility of the emergence of a new mode of
regulation as the outcome of the current
crisis. However, Alain Lipietz suggests
the emergence of such a mode of regula-
tion is dependent on the political resotu-
tion of three related sets of problems: the
immediate relations of production; the
overall socio-economic relations: and a
ncw international configuration. Two pos-
sible paths lic open for a post-Fordist reor-
ganization of the labour process. It may
further ¢nhance the disjuncture between
conception  and  implementation  first
effecicd by the practice of seientific man-
agemenl, or it may promote the rein-
tegration of menta] and manual labour
leading to the opening of greater opportu-
nities for workers to employ their collee-
tive intellectual capacities in the special-
ized design of more precision engincered
products "

The resolution of this first dilemma
raises the second critical issue of who will
benefit from the material gains wrought

M Gore, Farewell. 0% Bobh Kuttner, " The
Dechining Middle,” Arunine Maonthfv, (July
1983y, 6{-2. of. alw Ekileen Applebaum,

“Winners and Losers in the High-Tech Work-
place.” {Challenpe, (September-Oclober
1980, 52-5

** Lapietz, The Globalization of the General
Crisis.”” 3041, Robent Reich asseris thar
vhanges o the latter direction are essential tor
the tuture survival and adapration of the pro-
ductive apparatus of the industrial economies,
The Next Amerivan Fronfrer (Middlesex. Eng-
land and New York 1984), 127-39.
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hy the productivity increases of the new
technological paradigm. It may result in
the mobilization of even larger masses of
hixed capital than currently, with the bene-
fits dirceted to enhancing profits rather
than final demand consumption. Alterna-
tively, a new negotiated division of the
benefits of productivity gains may provide
the mass of workers with access 1o new
consumption  goods and 8 dramatic
increase in consumption time, tesulting
from a substantial decrease in nccessary
work-lime. !

The adoption of the more progressive
solution to the distributional issue may
pose major problems for the competitive-
ness of individual cconomies in the evalv-
ing internativnal economy. Two ulierna-
tive passibilities lie open, The competitive
struggle  for  international  economic
hegemony may assumce a chroniwe “heggar
thy neighbour™ character, in which the
efforts of individual powers o sustain
their own economics at the expense of
others will praduce prolonged stagnation.
Conversely, the recognition of mutual
interest may lead to the creation of new
international  economic  astiutions o
aceommodate the introduction of the more

® Lapietz. **The Globalization of the General
Crisis.”" 41-2. The sccond alternanve s
enthosiashcally embraced by Gorz, Farewelf,
126-44.

tlexibic form of national disiributional
pulicies, or, at worst, to facilitate a pro-
gressive delinking from the world econ-
omy of thuse nations which adopt 1the pro-
gressive path 2

The prospects outlined  above  are
merely suggestive of the possible paths
out of the current crisis, The challenge for
a Marxist theory of crisis s 10 critically
dssess the probabiulity for a reconsiitution
of capitalist relations of production along
these lines against that of a socialist frans-
formation. The historical development of
capitalism has involved a complex process
of transforming the mode of production
on a social, technological, political, and
geographic basis. The process of change
arises from the contradictions that inhere in
capitalist relations of production. Crises
are the visible manitestation of those con-
tradictions; but rather than signalling the
conditions for the transformation of the
made of production, they have historically
provided the impetus tor a reconstitution
of the relations of production. A Marxiat
theary of crisis which wishes to retain its
relevance as both an analytical framework
of capitaiist society and a guide w polii-
cul action must sericusly address this pos-
sibility 1n the context of the current crisis.

" Lipiets, ' The Globadization of the General
Crisis, " 42-3,
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. CANADIANS MAKING CANADA'S DECISIONS
. DEREGULATION :
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. MEDICARE

. JOBS, JOBS _JOBS .
- CANADIAN SCHOOL TEXT BOOKS

-YOUR COMMUNITY ASYOU KNOWIT
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