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Printer's Forword.

In the last issue of this Bulletin we announced that we would ruthlessly
adhere to our copydate ....... with the result that no new articles were
forthcoming. We have, therefore, chosen to reproduce papers already familiar
to some members of the C.S.E,

Ian Steedman has contributed the succinct paper he delivered to the
day school on capital theory. We continue by printing the first part of
a paper by Bob Rowthorn, suggesting that Marxists should distance themselves
from the neo-Ricardian terms of this debate, rather than tailing the internal
quibbles of bourgeois economics,

Alfred Sohn-Rethal's paper, an essay in the interpretation of transitional
capitalism, is best introduced with that overworked adjective, "tontroversial'.
He attempts to elucidate the essential features of this transitional capitalism
pursuing it "beyond the point where Lenin left it". His arguments are bound
to provoke considerable discussion amongst Marxists grappling with the problems
of contemporary capitalism. '

R. M, Goodwin has submltted 2 neat note which, we believe, can largely
speak for itself, _ _ : ~ .

We also print two reports discussing the situation facing those who
seek to teach Political Economy in two very different countries,

Bob Sutcliffe and John Harrison review two books which, they believe,
make important contributions to understanding the present, and the previous,
crisis of capitalism, Flnally, David Yaffe contributes an article reviewing
the debate on imperialism in the Germany of the 1920°'s, focussing on, the

_recently publlshed contributions of Imxemburg and Bukharim. T

Members will notice that we have zeroxed this issue;‘f\This saves sweat
and is comparable in cost to-the o0ld method., However, the results of the
learning process are ambodied in the final product, so we apologise for the
poor quality of the print where it may occur. The process also has certain
advantages for contributors: work can be submitted as typed up, and the
miracles of modern technology do not demand that original copy be A4 size
(although this prints best) The next issue is given over to papers for
the annual Conference, and we shall announce the copy-date for the
subsequent issue there. :

~ -

PG Ty M e e s e L

s~ -

7

s

e S ooy

o g

"

Y

PRSUEURE A

- i ety e

e e L S



-5

AN EXPOSITORY NOTE ON THE SWITCHING OF TECHNIQUES

After the recent (April, 1972)~C.S.E. conference on capital theory,
it was suggested that I might set out in writing what I had said in order
that people might consider at 1eisure some of the questions digcussed at
the conference. I have decided to concentrate on the "switching' debate and'
to relegate to an appendix a few references to other aspects of the recent
discussions in capital theory. To avoid any misunderstanding, may I stress

that the purpose of this note is purely expository and that it does not

contain any original ideas.

The Corn Production Function

Consider an economic system.in which there is guite literally only
one commodit¥, "corn";‘ Corn here is not a fixed basket of commodities,
national income ét constant prices or any other sophisticated aggregates
it is a single homogeneous commodity, the quantities of.which can be
measured in physical units, e.g., tons. Corn is plqnfed as seed at the
beginning of the annual economic cycle and at the end of the year the
harvest is divided into replacement of the seed and net output, We
are thus faced with nonrobléms of the depreciation, malleability etc,
of fixedAcapital;- .Suppose first that there is only one, constant-
returns-to~-scale, "production process available in the economy which
-requires ihe plantiné of k* seed per man and yieldé a;ggg sutput of

q® per man. (See Diagram 1.) 1f

. Diagram 1

Sommmeammmmmeey
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the real wage per man is w then real profits per man are (q* - w)

and hence the annual rate of profit ‘r is given by

* — l .
r o= (ELE;JK) (1)
as shown in Diagram 1. If we denote the maximum possible rate of

profit, equai to g*/k*, by R then (1) may be rewritten as

w=;q* (1-’;) @

. Equation (2) is the wage-frontier showing the relation between w and

r and is illustrated in Diagram 2.

Diagram 2

N
>

R

Suppose now that two, constant-returns-to-scale, processes, with capital’
(seed) per man and net output ‘per man of (K3, qq} and (ké, a )y

are available as shown in Diagram 3. With the

Diagram 3

e Rt b bbbl 1o+
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usual additivity assumption, production is new pcssiblé anywhere along
AE, In Diagram 4 we draw both the wagc-fronticr for process

(@4 R,) and that for process 2 (g} R,). It will be clear that for
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rates of profit less than r sy process 1 will yield‘the higher real

wage but that for rgtes of profit greater than rs; procgss 2 Eﬁil yield
the higher real wage; Thus if we assume the exiétenée of competitive
forces leading to the maximisation éf the real wage for any given r

" (or the maximisation of r for any’given w) we can assert that

process 1 wiil be in use if r 4:rs while process 2 will.be inbuse if
r> rs; Hence o is the rate of profit at which a switch of processes

takes place as r is increased from zero to R.. (This increase of r

is a notional or logical increase and not an increase through time.)

In other words, r, is the "switch rate of profit." It will be clear

that the effective wage-frontier for the economy is the broken dashed
line in Diagram'4; | |

Now iet the number of available constant-returns-to-scale,
processes, each of which appears somewhere on the economy wage-ffontier,
tend té infinity; | Thé economy k, q relation will then tend toAthat

shown in Diégram 5 where we assume for simplicity that there is a

Diagram 5

maximum achievable net output per man, q, produced with k capital per

han,' k> K ylelding no increase in q, and that the slope of the
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k, q relation at the origin is finite and equal to R, The corresponding

economy wage-frontier is then as shown in Diagram 6; the wage-frontier

is necessarily of negative but increasing slope.

w
N
q
4 ' Dia ram 6
W o =2a8ra
A <:p 3
2 _
Q—‘-é’ =0
dr
N
R &

This economy wage-frontier is the envelope of the set of linear process
wage-frontiers and it is easy to see that each relevant process appears

at one and only one point on the economy frontier, with the result

that there is a one-to-one relgtion between the rate of profit and the
process in use, It will also be clear (fr;m Diagram 5 to those not
- familiar with Diagram 6) that as we (notionally) increase r from
zero to R, the capital/labour ratio steadily falls, the output~-capital
ratio steadily rises and the net output per man steadily falls,

(See Diagrams 7.)

Diagrams Z

The Neo=Classical Production Function

The k,q relation shown in Diagram 5 and the implied felationships
shown in'Diagrams 7 will be familiar'enough since they pervade much -

of neo-classical writing., The neo-classical production function is
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not, of course, normally understood to show a relationship between the
amoun£ of corn sown per man gnd net output of corn per man but the
relationship between net output per man and capital peﬁ mgn,'where
éertainly the latter and possibly the former also are bundles of
heterdgeneous commodities aggregated in some way or other; The
transition may appear unimportant since "the beliéflhas become wide-
spread that, in general, an economic system in which commodites are
produced by labour and capital goods behaves like the particular case
of an infinite—techniques one-commodity world." (?asinetti, 1969)

It has come to be assumed, that is, that the corn model is a close
analogue of a multi-cbmmodity model and that the felétionships
established for the oorn model (Diagrams 7) will élso hold for the

. more complex one. If this were so then the production function would

be a brilliant theoretical construct capturing, in a simple and

readily comprehensible way, important truths about a complex world,

A Multi-Commodity World

Suppose now that there are, say, three commodities, cotn, tractors
and steel aﬁd that there is ava&lable a large number of fixed
proportions, constant-returns-to-scale, processes by means of which
each of the commodities can be produced froh inputs of corn, tractors,
steel and 1aﬁour. We assume no joint production, which entails, of
course, thaf all capital is circulating capital, Ogr téchnology is
thus just the éaﬁe as that of the corn-only wqrid except that there
are now othér_commoditieso To emphasise the similarity and to provide
an obvious uﬁit of measurement we assume that net output in the economy
still consists of only corn; Gross output of tractors and steel is |
positive, of course, butlonly just large enough to keep on replacing
the tractors and steel used iﬁ production; To a procesé in the‘corn;
only world there néw corresponds a technique i.e., a set of processes
for producing corn, tractors and steel which, whén'operated
simultaneously at the appropriate levels (with thg apprOpriate quantities

of labour), produces gég output consisting simply of corn.
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In the corn-only world we_facéd no valuation problems whatever
singe everything could be measured in tﬁns of corn. In our multi~
commodity world net output, wages and profits per @an.can still all
be expressed in physical units but tractors ahd steel must be valued
in corn if we are to be able to also express capital per man in terms
of corn; ‘Let the input requirements per unit of'gréss output of

corn, tractors and steel in some particular technique be

corn tractors steel
coin a11 312‘ a13
tractors axq 855 a23f
steel _ a3,] a32 833
labour N a\1 a2 ‘ a\3
e _ -

where we read down the first coliwan to find the inputs for corn
production, the second for tractor production, etce If w and r

are the corn wage and the rate of profit as before and éﬂ > and [}3

are the corn prices of tractors and steel then in an equilibrium

situation we must have

1 .:V(a'ﬂv+ 2oy P2+ 334 P3> (’I + r>+wa,‘ |
[)2 =(a12+a22[)2+a32/)3)(1+r)+wa2
ﬂz =(a13”23[)2*a33()3) (1 “”) t oW g

Solving (3) we can find w, /)2 and {)3 as functions of r; " it can be

(3)

shown that.w must be a decreasing function of r, as in the corn-only
case, but it is no longer‘possible to say that the wage-frontier will
be a straight line or, indeed, to say what will happen to the slope of
the wage-frontier as r varies; A1l of the wage—frontiefs in Diagram
8 are possible. When r = O, the wage is equal to net output per man,

of course.
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Suppose that for a particular technique the wage-frontier is as
[ ,

-in Diagram 9 (nothing turns on its having this particular curvature)

and that the wage and profit ratesare w, 5; Profit per man is
W

A

q

R >F

'
1
1
X
)
r

(q = w) and hence capital per man valued in corn is equal to .tan &7

The value of capital per man is thus easily found for any r and its

variation with r shquld be noted ~ since it depends on relative
prices, P , and {)3, it is not determined by techno}ogy alone but'by
tgchnology and the distribution of real income,

In Diagram 10 the wage-frontiers for two different techniques,
"a' and "V' are drawn and it will be noticed that there are two switch
rates of profit, r and Tye This dould not, of courée, occur in the

‘corn-only model since each'individual wage-frontier is then a straight

line and straight lines tend not to intersect twice,



Diagram 10
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A moment's reflection will show that, since technique "a" has the
ﬁighef net output per man, at any switch rate of p}ofit technique "a"
has the greater capital per man. Thus as we (notionally) increase r
from less than ry to more than ry the value of capital per ﬁan falls
and we have the so-called normal aésociation of a_higher rate of
profit with a lower value of capital per man; But as we (notionally)
increase r through r, we clearly obtain exactly the opposite
relation, with . r and the value of capital beiné‘gositivelx related.
Thus in this (perfectly plausible) system thefe is not an inverse
monotonic felation between the rafe'ofvprofit and capital ﬁer man.
Three further points may be noted.

i) We could not restore the monotonic relation By measuring capital
per man in some physical unit, say tons of'inputs per man., Since -
"a'' disappears and then reappears as r "increases", capital per man
in physical units must either fall and then rise or rise‘and then
fall as r "increases',

ii) If there are more than two techniques then’a'monotonic relation
may not ekisf even if there is no reswitching on the economy wage- -
frontier, i.e., there is no technique which disappgars from the
economy frontier and then reappears again as r "increases", The

reader can easily convince himself of this by looking at Diagram 11;

Indeed with a large number of techniques, as we (notionally) increase



Diagram 11

r every switch except the first one could be to a higher value of
capital per man,

iii). It is pepfectly possible for two different profit rates to give
the same value of capital'per man, even when there is no reswitching on.

‘or below the frontier - see Diagram 12.

Diagram 12

We conmclude that in a multi-commodity world there is no logical
basis for assuming an inverse monotonic relationship between the rate
of profit amd capital per man rather than, say, one bf the relationships

shown in Diagram‘13,
o | A

Diagram 13
Much the same kind of argument can be used to show that there is

no reason to assume a positive monotonic relationship between the rate



of profit and the output-capital ratio. In Diagram 14, qR is the
wage~-frontier for a particular technique and (w, T¥) a point on it.

Since we already know that tan &< the absolute slope of the line

Diagram 14

>r

joining q and (W, F), is equal to k, it follows immediately that the
continuation of that line must meet the r axis at (g¢/k). It is
thus very easy to find the output-capital ratio at an& point on the
wage—frontier.: If we now return to Diagram 10, it will be obvious
that at each switch point technique "a" has the lower output~capital .
ratio énd hence that across the first switch point, r, we have the
so-called“normal”positive relationship befween rate of profit and

output-capital ratio while across the second switch peint, r,, we have

2
exactly the opposite relationship. FEven with an "infinite" number of
‘techniques, the output-capital ratio may rise or fall as r (notionally)
increases. (This result is, of éourse, relevant to the neo-classical
sélution to Harrod's problem cdncérning 8, and gn.). :

From Diagram 10 we may also derive Diagram 15 showing that tﬁere
need not be an inverse monotonic relationship betwéén the rate of

ste oGy

profit and net output (sustainablexg; “R}-state consumption) per man.

S

Indeed it will be clear from Diagram 11 that no such relationship need
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exist even if there is no reswitching on the economy wage-frontier,
In his summing-up of the Q.J.E, Symposium (1966) Samuelson states
that he found this the most surprising of the reswitching results and

adds that it makes life more difficult for the "apologist for capital
and for thrift."

Samuelson's Surrogate Production Function

In 1962 Samuelson presented a multi-commodity, linear process

model in which all the relationships between g, k, w, r etc., along the

rea°“ﬂﬂﬂ wage-frontier, could be represented, to any desired degree of accuracy,

by a relation between (in my notation),q and k when it was assumed

that w and f were equal to the appropriate partial derivatives of
this relation. This relation Samuelson dubbed the surrogate or "as‘
it production‘funcfion, the implication apparently being that he haa
provided a justification for the use of an aggregate to neo-classical
produqtion‘function. |

Suppose that the available procesées had the peculiar property
that giggég'éﬁery relevant technique made up from some of those
processes, the production of each commodity required fhe same ratio
of direct 1apour use to total (direct plus indirect) labour use, In

Marx's terminology the organic composition of capital would be the

a given technique and in BBhm-Bawerk's

terminology the ratio of direct labour to indirect labour would be the
same., In such a system every technique would have a linear wage~
frontier, just like the frontier for an individual process in the corn-

only model, This close similarity to the one commodity case results
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from the fact in an equal organic composition of capital éystem,
relative co@modity prices are indepehdent of the distribution of income
so that we are, in effect, back in a one commodity wbrld - tractors
and steel can be valued in corn at an exchange rate which is independent
df r; It will be obvious that if every technique has a linear wage=-
frontier then reswitching is impossible, both on the économy wage-
frontier and beneath it, that there is therefore a one-to-one relation
between r and the technique used and that the éapital/labour ratio,
the capifal/butput ratio and net output per man will all vary with r
in the manner assumed by neo-classical writers. Itlis thus not
surprising that'a technology with the peculiar property here assumed
‘should generate aﬁSurrogate production function - and this_peculiar
property is precisely what Samuelson aésumed.

Suppose that we have an "infinite" number of techniques in a
technology with the "peculiar property."  The'slope of the economy
- wage-frontier at any point will be eqﬁal to the slope pf the wage-
frontier of the technique used at that point and, as can be seen from
equations (1) and (2), it follows that at any point on the economy
wage-frontier |

du

& = ~k - (4)

where k is the value of capital per man for the technique in

question. Now it is identically true that

q rk + w

or. dg

rdk+dr<k+~?—-d; P (5)

(5) is, of course, valid for any technology but if we add the yery

special condition (4) we see that (5) reduces to A

and that the elasticity of the wage-frontier is given by

. rk _ Profits\
Toow T Wages ¢

i

aw
E ==&
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Again it is nqt surprising then that Samuelson is able to show that
w and r are given by the appfopriate partial derivatives of his
surfogate production function. | 4
What we have shown above is that a surrogate produétion function
will exist in an equal organic composition of capitdl world; Garegnani,
in his STTTITEEY R.E.é{iégger, shows that it willlgg;x exist in such
a world, In other word§ the neo-classical production function exists
oﬁly if we assume a world of equal organic compositions of
capital, a world in which relative commodity prices are equal to
- relative quantities of embodied labour whatever the distributian of
income may be, As Harcourt puts it (1969), "It is ironic that,

- nearly 100 years later, the rival theory of value and distribution to

©
that of Ricardo and Marx should founder on the assumption which \

B8hm-Bawerk found objectionable in Marx's theory."

Distribution Theory

With the disappearance of the aggregate production function there
is clearly no scope left for explaining the macro distribution of
income between wages and profits in terms of the overall endowments
of "capital" and labour and the covresponding marginal products., As
soon as we leave theuwéfld of linear wage-frontiers for every relevant
technique, it is impossible that r should be equal to %ﬁ for all k;

it is identically true that

elp

S N I BN A
,.r+dk T + ‘{

and the expreseion in the square bracket is zero only if the wage-
frontier 'fqr the technique in use is a straight line, At this level
at least one may agree with Joan Rohinson that 'the marginal
productivity theory of distribution is all bosh." (O.EQP,, 1961)

As far as the more careful, disaggregated ''demand and supply"
versions of marginalist aistribution theory are conce;ned; twolpoints
may be noted. First, no such theory can be acceptagle until it is

shown that the rate of profit implicit in the commodity prices to
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whish all economic agents adapt is the rate of profit which results,

at the'ecohomy level, from the individual decisions of those agents.

‘ : ) ta0
The second point, made by Pasinetti (1969) and Garegnani (BEEiTIrEzwm

is that thelabsence of an inverse, monotonic relationship between the
rate of pfofit and fhe‘value of capital per man for the best
technique at that rate of profit, holds at the iﬁduétry level as well
as at the eéconomy level., Thus one is not entitled to assume the
existencelof downward sloping "demand curves for capital' in each

P .

industry or, Garegnéni argued, the existence of downward sloping

"demand curves for labour." In Garegnani's view, {7 "It is

thus hard to resist the conclusion that no ground is left for
“explaining distribution in terms ofidemqnd and supply for capital and
labour." Attempts to elaborate (and to rebut!) this line of
argument can cl;arly be expected to multiply, as can ess§ys in the

erection of an alternative theory of distribution.

Conclusion

- It is important to note that the reswitching critique of mneo-
classical theory is concerned with questions of logic and is not based
on (perfgctly respectable) doubts about the realism of assuming a‘

" technology containing an "infinite" number of divisible, additive,
constant-returns-to-scale processes. It is thus not surprising that
"the neo-neoclassicals are losing their self-confidence" (J.Robinson)
and that Ferguson, in the preface to his "Neoclassical Theory of
Production and Distribution"'(1969), should state quite openly that,
“placing reliance upon neoclassical thgéry is a matter of faith. I
personally have faith ... " A question of realism is, of course,
involved since it is logically possible that technology should be of
the "Samuelson-Surrogate, Marx-Volumes i and II" kind, Any direct
investigation of whether technology is of this type is at present
quite out of the questidn, of course, but cne can say a priori that the
assumption that it 1s, is very much more restrictive than fhe

assumption that it is not.
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Since neoclassical theory has'pervaded many areas of both
theoretical and econometric work in economics, it is to be expected
that the results of the reswitching debate will pfove to have important
implications in many fields other than pure capital theory., I hope
that this expository note will stimulate others to examine whether

this is so in their own particular field(s) of specialisation.

Ian Steedman
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Harcourt (1969) provides a good survey of several recent debates

within capital theory.

i)

For discussions of the problems of measuring capital, which arise

from the fact that any such measurement must involve relative

- prices and hence must depend on income distribution, see, for

example, Robinson and Champernowne (1953-54), Sraffa (f960) and

‘Mathur (1965).

ii) For discussion of the malleability of capital and its relevance to

iii)

iv)

neoclassical theory see, for example, Mathur (1965) and Harcourt
(1969).

Even at e constant rate of profit, thé same value of capital per
man may obtain in economies with the same technology but different
rates of growth - see, for example, Nuti (1970), Spaventa

1470 a7 e
(Emmrom™y) and Garegnani (&Smoirmmeis

There is currently much discussion around the notion of a "rate
of return'., Pasinetti (1969) argues that it is not possible to
define a rate of return which is a purely technical indicator
of the "quantity of capital" and which is indeﬁendent of the
rate of profif. See also Solow's "Capital‘Theory and the Rate

of Return" and Joan Robinson's review thereof in E.J., 1564,
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MARKISM AYD THI CAPITAL THEORY COKTROVERSY

Vulgar Economy .

Academic'egonqmics ;n the cgpitalist‘wofld is in a state of
gonfus;on as the dominant system of thought - neoclassical economics -
comes under attack. Despite the élaborate mathematical reforﬁ;iéfioﬁé
it has undepgone in recent years, this kind of economics differ; very little
"in its fundamentals from what Marx, a century or more ago, contemptuously

~ described as 'vulgar economy' - the systematisat%on of what is immediately
visible in the_éphere of market relations: ‘iﬁdiéiaual preferences, prices
and gxghapge. Throughout this pépér, therafore, the térms 'vﬁlgar economy'
and 'neéclassical economics' will be "used interchangegbly;

The effec? of vulgq? economy has been twofold: at a scientific

. level it has inhibitea, although not entirely prevented,_ser;ous study of
the capitalist mode of production and the 'laQs of motion of médern éociety';
and at an ideological level it has provided a moral justifieation of the
existing social order.

Vulpar economy can be characterised in the m;st gengrél terms as
follows. In the first place, it is individualist, and subjectivist, seeing
society as a collection of individuals whose natﬁre is, for analytical
purposes, assgmed to ge given or prgdetefmined, quite independentlysf the
social phenomena unﬁer consideration. Its objgétﬁis to'explain fhese social
phenomena by relating them to the pgychologicél characteristics of the given
individgals-and the initial situation in which they find themselves. In
vulgar economy the individual plays a precisely anglggous role to the atom '
in Newtonian:mechanics. _Just as Newtonian mechaniés sees material reality
as the interaction of unvarying or eternal atoms, so does vulgar economy see
sog%gl reality as the interaction of individug}s whose natures are un&arying
Qfﬁetgrnal. " Society is explained in terms of the individual, rather than the
ipdividual in terms of society. This standsiin sharp contrast to the view
of Marxists and such non—ﬁarxist§ as Durkheim wﬁo see the individual as the
product.of society and who see to explain social phenomena in terms of social

_laws which do not derive from the individual. , Indéed, in Marx's work the

individual appears merely as the representative or bearer (Trdger) of
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specific social relations. The accumulation of capital, for exémﬁle, is

not seen as the result of capltallst greed or subjectlve time-preference, but

as an expre331on of the 1mmanent laws of capltallst development, whlch can

beAﬁndefétood without any reference to the subjective'characteriétics of the

individual capifalist.

In the second place vulgar economy suffers from what might be

' descrlbed as technoloolsm ‘ Slnce even the most superf1c1al descrlptlon of

what are'generélly'regarded as economic phenomena cahnotﬁescape'the'fact that

B

'tﬁingé are préduced; ﬁrbduétion must somehow or other be included within the

scope of vulgar eeonomy. The way in which productién'is'ﬁreafed,'howeverg
is remarkably similar to the way in which the individual is treated. Just
as the individual is assumed to be a-social, so too is production. Instead

R © .. . . . s : oy e .
of seeing production as a social process in which human beings combine together
within a specific framework of social relations, vulgar economy sees production

as an a-social or natural process in which inputs of labour, land and means of

p;Oductlon misleadingly described as capital, are mysterlously transformed
'1nto outputs of material and non materlal goods. -
Insofar as property reiéfions eﬁtef into this pic%@ré,'tﬁey relate
not'to:the labour process, or'wﬁat Marx called the appropriation of nature,
bﬁf to the distribﬁtion process; of what liarx called appropriation of the
'éroduct. Thué, when Debreu ééiks of a private ownership economy he is
r'eferriﬂg, not to.the fact that the capitalist employs the worker and
organises pbedﬁctiona but to the fact that some peoéle have a claim to

part of the social product, deriving from their '6wnership' of the means of

' bfodﬁction.

Flnally, vulcar economy is characterised By primacy it accords to

market phenomena or exchange ThlS is hardly sur-bi":i.s:i.ng:‘."= Given the fact

.that sec1ety is seen as an agplomeratlon of individuals whose nature is
eternally glve who do not comblne together in a soc1al productlon process
.and whose only ‘link with each other is through the buylnp and selllng of
commedities, market phenomena.mﬁst inevitably'aéguﬁe‘pfimarj position.

. Thué:>vﬁlﬁar economy'of ﬁeoelassical economics is characterised by

subjective individualism, technologism and the primacy it awards to exchange.

Y
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Although useful as an ideology justifying the capitalist system
and5ihhibifing'fundamehtal~ihquiry'into:its fﬁhctioning, neoclassical
"' -econdmics is inéapable of handling the problems of control and organisation
confrdntihg capitalist énterprises or the state. As a'result,'thefe‘have
'ﬁéfi;eﬁ:a’sérieé of pfaétibal disciplines which, either implicitly or explicitly,
';féjéct”soﬁe eiement.of héoclaséical theory. Keynsiéniém, for example, which
in its most géhefal termé is the‘theory of demand ﬁéﬁagement by the state,’
réjécts indiQiduaiism, éeekinﬁ laws which cannot be directly reduced to
éfétemeﬂfs aboﬁf iﬁdividuals. ‘For Keynes, the capitalist whole was not thé
sum of its paffs. écientific4management, to take anotﬁep.exa&ple,.rejects
;~tﬁe-ﬂot§on of production as a natural proéééé and, within fhe confines laid down
59 boufgeéié préberty felatisné, examines the rational, (profitable) organisation
of t%e]abour pfocéss and control of the workforce. what all of these practical
disciplineé have:iﬂ common, howeQer, is the lack pf'éﬁy gréﬁd vision comparable
inhéédpe to tﬁat of Qulpar'econom§,.being all more or less ecieéfié in approacﬁ.
Despite the ﬁu§ﬁfobming of applied economics and related disciplinés in recent
years, vulgar ééonomj remains the domihént, indeed tc all intents and purposes
the only, genéral system of thought within the world of acadéﬁicAéconomics.

At one time, Keynsianism, with its rejection of individualism, appeared capable

of providing an alternative, but after tunty five years of successful application

A if has beeh>reducedlto£the status of a pfactical discipliﬁe and proﬁideé no
real challenge to vulgar economy. Indeed, a watered-down version of Keynsiar.ism
has been incorporated into what Sémuélsdn has called 'the graﬁd neo-classical
s&nthesis'.— A

B Vulgar eﬁonomy achieves ité'iaeoloéiéél impact'in'fWO'distinct ways:

through the picture of the world givén by its.apparénfly neutral variants,
and througﬂ.fhétabeniy aﬁologetic uéé made of ceftéih of:ité findih%s. The

| appar;ntiy'neﬁéfai variants analyée the capitalist system as if it were an
inhéféhfi&véééﬁie‘énd smoofhly éelf—rggulating mechanism. Uﬁeﬁpibyhent, crises,

uneven development and similar negative features of the System are regarded as

‘deviations from'equilibrium', and their existence is for analytical purposes

ascribed to !'frictions' or 'imperfections', such as monopoly or imperfect
information. Quite apart from its inhibiting effect on scientific work ,
such an approach has direct political implications. In consistently treating

such negative features as deviations from equilibrium, vulpar economy suggests

-
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‘that they may be eliminated by the introduction of more competition, better
1nformatlon or some other pleceneal change ,designed to remove 1mperfect10ns

“1n an otherwise perfect mechdnlqm.

The openly apologetic uses of vulgar econory frequently dérive

froﬁ ifs emphasis on the correspondence between the subjective preferences
:of-iﬁdividual participants and the technical configuration of the economy.
In érudef véfsions the equilibrium conditions, expressing this correspondence,
take the form of a series of equalities between the 'subjective' rates of
substitution of‘oné good for another and the corresponding 'objective' or
‘technical rates of éﬁbsfitution. In more sophisticated versions certain of
these equalities are replaced by iﬁequalities, to allow for the possibility
of boundaries, corners or other irregularities.' Since apologetic uses

rely largely oupon cruder versions of the theory, let us assume thaf all
equilibrium conditions take the form of equalities. The argument which.
follows can be modified to cover the case of inequalities.

The apologetic possibilities of the above correspondence can be seen
with the aid of a simple example. Suppose the technology is such that the
use of 1 édditional unit of a good, say corn, as an input to tﬁe production
process will, if gfficiently qtilized, cause the output ofAthe same good in
the following year to rise by 1+ x units, all other inputs and outputs
remaininglconstant - in the language of vulgar economy x is the 'marginal
product' of corn. Under the assumed conditions, any individual who reduces
his current cﬁrn.aﬁnsumption by 1 unit can, if he wishes, receive in return
an amount of ccrn in the followins year equal to 1 + x units. In other
wofds thé 'éorn rafe of interest', measuring the return in terms of corn to
the iﬁdividuél>sé§ery i% eqﬁal to the marginal product of corn.

Now, sihcé the system is' in equilibrium, there can be no individual
consuming corn who would prefér 1 + x units in thg following year to 1 unit ip
the curfent year, fpr, shouid such an individual exist, he would méke use of
the bossibility of substitution offered by the corn rate of interest, reducing
his current consﬁmption, and the configuration of the ecoﬁomy would change,

contrary to the assumption that the.system is in equilibrium. Indeed, since

.t e e e
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the eduilibrium conditions are a;sumed to be equalities, one can‘go ‘ . ;
further and say that every single. individual, withoutexcéption, will be
just at the:margin of choice, just indifferent between the consumption of
oné unit of corn in the given year and 1 + x units in the following year.
If he gives up theAconsumption of an additional unit of corn he will require
exactly 1 + x gnits in the following year to restore him to his original
level of satisfaction. Any less and he will be worse off, any more and
he will be better off. In the language of vulgar economy, x is his
'subjective rate of time preference' in the consumption of corn, and is
taken to be a measure of the subjective loss he experiences when postponing
the consumption of corn.

" Thus, prqvided the gquiiibrium conditioné take the form of équalities,

o p : . . .‘ . .
and we consider only changes in the production and consumption of a single

commodity, which we also take as numeraire, we find that marginal products, g

rates of interest, and subjective rates of time preference are all equal.

Now, although these.equalities are unlikely to hold in practice,
their assertion does not in itself con;titute an 6pen‘apology for the
capitalist system. To convert them into such an apology something more
is needed, and this is provided by the manner in which the various terms are
interpreted in apoiogetic writing. The postponeﬁent of consumption is
described as a sacrifice to be'méasuréd by‘fhe relevant subjective rate of
time preference, the réceipt of extra commodities is described as a reward
.to be méasured by the relevant rate of interest, and finally marginal

products are described as the marginal contribution to production of

capital in the particular form it happens to be. With thiéttéfminology the
above equalities can be re-expressed és: the saver receives a'feﬁérd in

the form of interest, proportional both to his sacrifice and to the marginal
contribution of his capital ¥o>production.

Even when equilibrium conditions take the form of inequalitieé

ﬁéther than equalities, this apologetic.termdnology can be used. Interest é
remains the reward for sacri fice or abstinence, and it is still related,
’although not necessarily proportional, to sacrifice involved, and the

marginal contribution of capital to production.

e mdm e



27~

More generally, the various categories of income are described
as rewards for various kinds of sacrifice, each of which provides a

necessary contribution to production: the capitalist foregoes the

cdnéumption of his capital, receiving interest (or prnfit) as his reward;
the“landlord foregoes the use of his land, receiving rent as his revard;
énd, finally, the worker foregoes his leisure, receivine wages as his
reward. Having described the situation in this way, it is but a short
step .to seeing fhe relationship between the éapitalist, the landlord and
the'worker as an esseﬁtially harmonious one, in which each makes his
distinct confribution to production, and receives his appropriate award.
Marx expreséed this very cleérly in the following rather length} passage.

'This, moreover, renders a substantial service to apologetics.
For |in the formula:| land-rent, capital-interest, labour-wages,
for example, the different forms of surplus-value and configura-
tions of capitalist production do not confront one another as
alienated forms, but as heterogencous and indepdent forms, merely
different from one another but not antanomistic.  The different
revenues are derived from quite different sources, one from land,
the second from capital and the third from laLour. . Thus they
do not stand in any hostile connection-to one another because they
have no inner connection whatsoever. If thev nevertheless work
together in production, then it is a bharmonious action, an
expression of harmony, as, for example, the peasant, the ox, the
plough and the land in aericulture, in the real labour process,
work together larrmoniously despite their dissimilarities. Insofar
as there is any contradition between them, it arises merely from
competition as to which of the avents shall get more of the value
they have jointly created. Even if this occasionally brinas them
to ‘blows, nevertheless the outcome of this competition between land,
_capital and labcur finally shows that, although they cuarrel with
one another over the division, their rivalry tends to increase the
value of the product to such an extent that each receives a larger
piece, so that their competition, which spurs them on, is merely the
expression of their harmony. (Theories of Surplus Value, Vol.III
‘ : p.503)

Note the double harmongy between the -factors --in production they
co-operate, and in distribution their competitive struggle.is merely the
manifestation of a deeper community of‘intereét.

“This harmony of interest is most simply expressed in popular versions
of vulgar economy based upon the marginal productivity theory associated with
the so-called agrresate production functioﬁ. In this theory it is assumed
that commodities can be reduced to a common standard -in such a way that, for
analytical purposes, the existence of many different commodities can be

ignored and, therefore, income distribution, equilibrium and other features
H

'

of the system can be analysed as thouph there existed only one homogeneous

commodity, such as the corn we used in the’ above example. This commodity

.



appéars both as an input, where it is called capital, ‘and'as an output,
where it is called income. Inputs are transformed into outputs by means of

a\productibn function, which determines the amount of output produced with

given inputs 6f.land, labour and capital.

ThefeAare a number of reasons for the popularity of this theory.

It is simﬁle, being suitable for teaching and more openly propagandist
purposes, lending itself readily.to diaprammatic exposition. Moreover,
although simple, it purports to be based upon {he more coﬁplex 'peneral
equilibrium' theory, in \‘Jhiéh an unlimited number of commodities can appear.
Indeéd, until recently, it was claimed that nething significant was lost in the
transition from the multi-commodity world of general equilibrium to the
singlg commodity world of the aggresate production function. Fipally, the'
apparent success of tfie theory in'prdétical anplication has been an important
factor in its poﬁularity. A whole range of supposedly scientific work has
been based on the aggrezate productioh function, in particular that of Solow,
" "Denison ané others dealing with the causes of economic growth and the

' contribution: of nqn-materialjinputs to production.

Vhen dealing with questions of equililrium and incomé-diStribution,
certain assumptions are usually made about the shape of the aggregate production
" functions and the preferences of individﬁals. The production function, for
v'exémple, is assumed to exhibit constant returns to scale and uniformly

diminishing mafginal products with respect to the three factors land, labour
" and capital. Provided the preferences of the participants display certain
weli—known properties, these assumptions will be sufficient to ensure that
porrespondihg to each initial endowment, specifying fhe resources possessed
by each individual partici'ant, will be a unique equilibrium positibn. In
this ﬁbéitibn:9very factor is rewarded écéordinq to its contribution to
praéhcfién, which is, in turn, equal to the subjeétﬁve sacrifice the owner
of g'factor makes when he allows his factor to be used for production rather
than consumption. .
Since the equilibrium nosition depénds only upon the initial
.endbwment of resources, there is no point in’ workers organising to raise
wages, improve conditions, or control the productién Crocess. As a rule,

all such orsanisation will cause some kind of inefficiency, in the form of
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either the under-employment or misallocation of some-factor. Even where
one éroup'of wérkers does improve its position by orpanisation it.can only

be at the expense of other workers, who will be‘forced either tc accept

lower wages or worse conditions, ér else lose their jobs.

This does not mean that workers cannot redistribute income towards
‘themselves., Vhat it does mean, however, is that such fedistributionshOuld be
achieved through taxation, preferably lump-sum sé that marginal equalities

- are nét disturbed. Taxes may be levied on either income or wealth.

' Now, taxes cannot be charged thpouéhvthe economic strquie of workers
against their own employer or a group of employers. In this theory therefore,
workers have no real need to organise themselves at the work-place level,

- except perhaps to-help the competitivé'process by putting pressure.on the
backward employer. If they must organise, workers should do so at the

political level, perhaps even forming their own political party to fight for

their interests.

Superficially, this view appears consistent with a militant class
pglitics - workers could, after all, use their party to press for the most
radical changes. Its real content, however, is quite the opposite. Tge
basis of any class politics is the daya to day struggle of the worker at his
place of work, apgainst his émployer. Only in this way, by spreading and
“unifying such struggles, do workers learn to act as a class. Without such
é foundation, working class politics, no matter what their beginning,
degenerdte to a point where the working class ceases to act as a class. To
the extent that he remains politically éctive the worker then fights, not
as a member of his class, but as an individual, as a citizen. Thus, no
matter how radical its slogans, the practical confent of a ?heory, which
argues that all changes should he affectea by means of taxation and
prgpevty redistribution, is ultimately the political parti;ipation of the
worker as an individual citizen and the dissolution of the working class on
an organisational level. In a nutshell, workeré must abandon class
struggle and devote thémselves,to bourgeois politics.

It follows quote naturally that many radical exponents of marginal

pfoductivity theory, who advocate a drastic redistribution of wealth and

income throush taxation, should at the same time be hitter opponents of
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trade unionism and all other kinds of working class struggle, outside of
the traditional framework of bourgeois politics. Thus, James Meade can

‘in one breath expose.and condemn widespread poverty and. unequal distribution
of propert&,Aadvocating.redistribution to establish a property owning
democracy, and, in the next breath, rant against the trade union movement

as the fundamental cause of Britain's economic ills.

More conservative exponents of marginal productivity theory, of
course, do not even go this far. For them the existing distribution of
property & saérosanct, representing the reward for past effort. If workers
qunt;prdperty they should save! However, amonst academic economists this
. view is.no longer ver&'fashionable, and the mainstream opinion is that
property and income should be redistributed via the means offered by the
,_bdurgeois.poiitical process - taxation. Naturally, redistribution must not

go to the point where it destroys 'incentives'.

'The Neo-Ricardians

Vulgar economy has been severely ériticised by a school of economists,
who are best described as neo-Rica?diéns, as huch qf theirVWOrk takes the form
of a"mofe or léss conscious return to‘the method if not the égéct'pfopositions
of-Ricardo. They have also been called the Cambridge or Anglo-Italian school.
The main characteristics of the ecbnomists of this school are their rejection
4of subjective individuvalism, of Supply and demand as determinants of income
distribution éndlthe expliciﬁ inclusion of economic classes in their analysis.
Frém fﬁis position they have undertaken an immanent critique of Vulgar economy;
showing that'many of its central propositions are not consistent with its own
assumptions, and in particular that marginal productivity théory based on the
aggregate production function cannot be derived from the general equilibrium
system;

: The starting point of their critique is the observation that means

" of proéuction iﬁ a capitalist economy haQe a dual mature. On the one hand,
fhéy are physical objects and as such their use in the productioﬁ process leads
to the‘éréatioﬁ of greater output. On the ofher hand, thej are the property
of cerfain individuals, and as such their ownership entitles these individuals

to a certain portion of the total product. As physical obﬁécfs, means of
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production, or capital as fhey are called, cannot be reduced to any
economically meaningful common standard. Of course, they could be measurea
by their ‘weight, volume or some other physical attribute, but such a
reduction ‘would be irrelevant to the study of such questions as income
distribution or equilibbium. As property, however, means of production can
be reduced to a common standard, namely their pricélor, as the Neo-Ricardians
misleadingly say, their value.

This opposition can be expressed in Marxist terminology by saying
that capital is both a heterogeneous collection of use-values and a
hohogeneous collection of exchange valueé. With this distinction in mind, the

Neo-Ricardians show that, in the marginal productivity theory based on the

aggregate production function, the reduction of all commodities to a common

standard must be done on the ba§is of exchange values, rather than weight, volums

or any other physical attribute. Now, as the rate of profit varies, exchange
values will generally alter and, as a result, the exchange value or .pricc of
any given collection of commodities may alter. In ofhef words, the reduction
of comrodities to a common standard depends on the rate of profit.. It is not,
therefore, generally possible to perform this reduction before the rate of
profit is known.

This result is used by the neo-Ricardians to discredit the aggregate
production function, which vulgar economists supposed could be constructed
independently of the rate of profit. They élso show that it may be impossible
to order production techniques according to their 'capital intensity' - the
exchange value of capital per man. One technique may be nore capital
intensive than another at both high and low rates of profit, yet be less
capital intensive at intermediate rates of profit.  Under these circumstances,
there éan be no one to one correspondence between techniques of production
and the rate of profit, or for that matter between techniques or production
and the wage rate. Associated with this phenomeﬁbn is the famous 'reswitchihg
paradox' . Capitalists may choose one technique when the rate of profit ig
low, switch to anothar’techniqué as the rate of profit rises,<and finally,
as the rate of profit rises still Heher, gh%y may switch back to the original
technique. At both bigh and low rates of‘préfit capitalists therefore choosa

the samc technique, but at intermediate rates they choose another. Here
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ggnera;ly,:§t may.happen,that, alﬁhopgh there is a one to one correspondence,
.iﬁ-is 'perverse!, with capital intensity rising as the rate of profit rises.
Significantly, these conclusions of the neo-Ricardians are not mére cwriosa,
for - Swj.tching or perverse correspondences may occur under quite plausible
assumptions. |

Fipally, the neo—Ricardi;ns show that, if capital is interpreted
as a homogeneous fund of exchange value, the marginal product of capital may
not be equal to the rate of profit or interest, even though all the necessary
continuity and otﬁer conditjoﬁs of the cruder versions of general equilibrium
theory are satisfied.

These achievements oflthelyqo—Riganian scﬁool are real and
substantial,‘;ngzought not'tolbe‘under-estimateé. They amount to a complete
demolitiyn,Qf‘ﬁhg.aggrggate production f?nction and fhe margingikproductivity
theory pased on it. As a result vulgar economy, in so far as it retains any
scientific pretensions, is now forced to pely upon, general equilibrium theory.
This éheory is 7ar less suitable for teaching and propagap@ist»purposes than
the old aggrepate theory. Moreover, stressing as it dog; the dependence of

everything on everything else, general equilibrium theory has the disadvantage

of appearing vacucus and irrelevant to all but the most committed of observers.

Finally, this theory is unable, except under the most restrictive assumptions,
to show that equilibrium is unique. When therg exists more than one
egpilibrium, it is quite possible to maintain that Qorking class struggle at
.the'¢c§ﬂ9mi§‘lev¢l géﬁié shift the system from one equilibrium to another,
thereby improving the position of the working class as a whole. Thus, in
contrast to its discredited aggregate version, general equilibrium theory is
less detérmiﬁistié in its view of the cépitalist éystem;

Haviné listed the achievements of the neo-Ricardian’ school, perhaps
I should say something about the nore exaggerated claims made by some of its

" adherents, although not, it should be noted, by most of its principal

éﬁponents who, with the exception of Joan Robinson, have been characteristically

modest in their claims. As this is not the subject of the paper I shall
restrict myself to a few remarks.
'The work of Sraffa has not proved that the distribution of inccme

is independent of supply and demand. By their nature, supply and demand
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can only take effect in a sitgation where there_exists the possibility of
variation ip'éither production, con;uﬁéfion, or the supply of labour. In
- Sraffa's sy;éem such variationé are explicitly excluded, as the author's
~'stated objective is to stuay properties of the economy which do nét depend
on variations other than those of prices, wages and the rate of proflt. As
a result, supply and demand play no role in Sraffa's system. To conclude
from this, however, that supply and demand play no role in the real world
is to make-the most elémentary errqr. It is to confgse fhe wqud, as we
think about it, with the world-as it really is, of; if you liké, to confuse
the object of knowledge with the re;l object. The ' fact that Sraffa, with
good reason, chose té hold production, consunption, and the supply of labour
‘constant in his model, says nothing wﬁétsoeyer about how these elements
behave in reality. If, in reality, production, consumption ér the supply

©
of labour alter in response to changes in the wage rate or rate of profit,
then it is conceivable that supply and demand may determine the level at which
. the actual wage or profit ratg settles.

Under these circumstances, the correct scientific procedure is

not to deny that supply and.demand may exert such an influence, but to seek

for the fundamental laws of which supply and demand are merely a manifestation.

Even Marx, a bitter opponent of vulgar economy, admitted that supply and
demand had a proximate effect on wages when he said:

"As to the limits of the value of labour, its actual settlement
always depends upon supply and demand, I mean the demand for labour
on the part of capital, and the supply of labour by the worklng men"
(Selected Works, p.227)

Naturally HMarx did not leave the question here.  Much of his work was
devoted to revealigg the objective determinants of capital's demand for
labour and -its supply by theé working men. In this context it should be said
that the analysis of the nes-ﬁicardian school is formally consistent with

general equilibrium theory.” This {heory does not -depend upon the possibility

of measuring capital independently of the rate of profit.. Moreover, the fact,

that capital, considered as a homogeneous fund of exchange value, does not
réceive its marginal product in the general equilibrium system,. has no
bearing whatsoever on the existence or non-existence of an equilibrium.

Moreover, if an-equilibriuin-exists wheré average rates of profit in each
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industry are equal, all the Sraffa equations will be satisfied at this )
point. . If this equilibrium happens to .be unique, wages and the rate

-of .profit will be uniquely determined, and we shall have a case in which
Sraffa's equétions have been combined with the determination of distribution

. by individual preferences. In general, average rates of profit will not

- be equal, even though there is competition, for competition equalises
marginal and not average rates of profit. This does not, however, discredit °
-general equilibrium theory. All it shows is that, under these conditions,

Sraffa's equations are not a correct representation of the competitive
equilibrium. i

Finally, it should be noted that, although capital as a homogeneous
fund of exchange value may not receive its margiﬁal product, certain marginal
equalities maj still hold.  Provided sufficiept confinuity assumptions are
‘made to ensure that all equilibrium conditions take the form of equalities, :
rather than inequalities, the following marginal quantities will be equal:

the degree of subjective 'loss' involved in saving, the.'reward' received

2 5
. for saving, and the 'contribution to pvod}mtion' of saving. This equality

was illustrated in our earlier example where saving, interest and extra
production consisted of a single[commodity corn. It is possible to extend

the equality to more general cases in which more than one, commodity may vary.
Thus, within the general equilibrium framework, there remain certaiﬁ apologetic
possibilities. Interest can still be seen as a reward for a sacrifice which
-leads to greater production. The apologetic possibilities are, of course, -
limited by the fact that there may exist many different equilibrium positions,
each of which is equally justifiable by the moral standards of bourgeois
apologetics. " ' - ) A

- Marxism and the Neo-Ricardian School

Duriné the last decade or so, there has Been a considerable revival
of intérest in Marxist political economy and valuable work has been done on
such topics as imperialism.and the role of the state. On the level of
fundémental or -'high' theory, howéver, Marxists étill find themselves trapped
within a debate whose terms of‘refercnce-were laid down by vulgar economists

such as Bohm-Bawerk, on the one hand, neo-Ricardians such-as Bortkiewicz on

the other.  This debate, which has dominated the interpretation of Marx's




political economy throughout the entire twentieth century, has received
a powerful stimulus from the recent growth of neo—Riéardianism.

In the Anglo-Saxon world at least, Marxzists have mainly addressed
themselves to such topics as: 1is the choice of techniques based on values
or prices; what is the role of demand in determining prices; what is the
- formally correct solution to the transformation problem; when isAthe average
rate of profit equal' to the ratio of surplus value to the valuersof capital
advanced; when is the rate of surplus value equal to the ratio of profits
to wapes? In some cases their answers have been rather different from those
of the neo-Ricardians, but in general their differences have not been very
great. - Indeed, many Marxists, such as for example Dobb in his later

writing, regard Sraffa's work as providing both the solution to a number of

‘problems,ewhose treatment by Marx-was unsatisfactory, and perhaps an alternative,

more modern, version of the labour theory of value. Other Marxists, although
welcoming Sraffa's work, insist, usually for not very clear reasons, that
“prices of production should be derived from values.

Mow, important though some of these questions may be, Marxist
politi&al economy, as a distinct system of thought, cannot bé understood in
terms of the answers it gives to them. So long as the theoretical work of
Marxists is‘restricted to such questions, Marxism, with good reason, will
appear as a rather eccentric wing of neo-Ricardianism - its specific
characteristics being a somewhat tedious insistence on the neced for a
'historical épp;oach‘, a frequent dogmatic insistence on the explanation of
prices by values, and a parficularly militant class rhetoric. Indeed,
this is reflected in the widespread identification of neo-Marxism with
neo-Ricardianism, an identification which follows Bortkiewicz in seeing the
specific characteristics of Marxism as a harmless, but useless, eccenticity.

This view of Marxism, or rather of the system of thourht of Karl Harx
himself, is in my opinion mistakeﬁ. Marx's problematic differs funaamentally
from that of Ricardo and the neo-Ricardians. In the second part of this paper,
therefore, I shall examine crucial ways in which these two problematics
differ. In my'discussion the influénce of the Althusserian school,

particularly Balibar and Rancifre, will be clear.

Bob Rowthorn



THE DUAL ECONOMICS OF TRANSITION by Alfred Sohn-Rethel

I regard as deceptive the commonly held view of the present world
as divided between a "capitalist camp" and a “socialist camp" with the "Third
World" undecided and torn between them. I hold rather that all parts of
the present world are societies in transition, the advanced capitalist ones
no less than the socialist countries and the rest, although the transition is
in different stages and in different forms. I shall in this paper
concentrate mainly on advanced capitalism where the process of transition
originated. Speaking of monopoly capitalism Lenin says in his study on
imperialism: this "“new capitalism bears the obvious features of something
transitory. The question naturally arises: What is this new, "transitory!
capitalisn leading to? But the bourgeois scholars are afraid to raise this
guestion.® I pick up thig quesblonzand shall try to pursue it beyond the
point where Ienin left it.

By societies in transition I understand societies under the impact
of two different and heterogeneous economic laws. I doc not speak of a
"mixed economy" in which contrasting elements like competition and monopoly,
privaitg and public enterprise, planned and unplenned sectors, etc. are seen as
coexistent under one law of economics. Instead I speak of dual economics,
meaning thereby that capitalist society in its advanced stage stands under
the simultaneous action of two contrasting and incompatible economic laws =
like law and counter-law = , one being the economic law of private
appropriation, the other being a distinct econcmic law to which the increasing
gocialisation of labour was given birth at a certain definite point of its
development.

This duality of economics marks a crucial change in the conditions

of capitalism as compared with its classical system of free competition,
This I define as the epoch in which the reproduction process of capital could
b2 regarded as identical with the reproduction prdcess of society itself,

The change in question has come about as a result of capitalism surviving the

Great Depression (1°74/5 - '1895/6) when, for the sake of society, it should -
have been abolished., From the turn of the century on, roughly speaking,
the progressive sccialisation of labour has entered into that economic
conflict with the system of private appropriation which Marx and Engels had
predicted and wvhich Lenin has thrown into relief.

The particular thesis argued in this paper is that

(a) in monopoly capitalism the reproduction of capital parts company with
the reproduction of society and increasingly jeopardizes the survival of
socciety, .

(v) the specific ecomomic law of a socialist mode of production is already
operating within capitalism, albeit in an adulterated and irreccgnisable

form, : . .

(c) this novel economic lew can be traced to its roots /in the labour process
of modern mechanised mass production, and

(@) it can be defined with sufficient precision to help us to understand

the dialetics of transition in which present society is convulsing.
1. THE BASIC IMPORTANCE OF THE LABOUR PROCESS OF PRODUCTION

Marx, in his critique of political economy, views capitalist production
under two distinctive aspecis: the aspect of ite labour process

v
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(Arbeitsprozess) representing man's practical relationship to nature

as determined by the specific stage of development of the productive
forces; and its a pect of profit naklng process for the capltallst ownet
(Verwertunguuroccss) . The second aspect capitalist economy as the
system of production relations necessitated by the conditions of the labour
process. The economy of private appropriation throuvgh its intrinsic
competitive nature itself acts back upon the conditions of production
under the first aspect, enforcing their development towards an ever
increasing socialisation of labour. In the course of this interaction
the social production relations in turn are changed, giving way to the
necessities emanating from the progressive develonments in the labour
process of production. Thus the basic and decisive impulses to social
change must be seen as emanating, not from the economics of the profit
making process, but from the developments of the labour process evolving
under the impact of the profit making process; or emanating indeed from
the economics of profit making, but only indirectly and by way of the
changes occurring in the labour process of production. In this Marzian
method of the ma tpfl&]lsblc understanding of history we learn to grasp
the forcible change of the capitalist system of private appropriation in
its "transition to something else". In. other words, we learn to grasp
the "critigue of political economy" being enacted as a live process in
history and constituting the essential process undorljlng the bewildering
appearances of "the facts", .

Generally speaking ) economics are met on both levels, as part of
the essence and as part of the appearancs, Seen as the econonics of
the social production relations determined by the material conditions of
the labour process they constitute the "economic basis" of society, its
economia formans, so to sveak. But as the economics operated by the
profit making private appropriators acting under the necessities of the
economia formans, economics constitutes on the contrary a mere economia
formatq and the most deceptive part of appearances. If, therefore, in
stuiy:nv monopoly capitalism and imperialism the undcrlylnb, empirically
non~apparent, causality of changes in the labour process are neglected
and overlooked so that the economics of profit meking then assume the
place of primary causality, we may fall victim to the appearances of the
gconomia formatd.

On the surface of things the two distinct economic laws whose
dual operation underlies the transitional state of society, are apparent
in the shape of the traditional market economy of private appropriation,
on the one hand, and of so-called "scientific menagement", on the other.
Scientific menagement affords a flagrant example of economia formata. in
that its very purpose is the subordination of the modern labour process
to the requisites of private profit making so that the mere possibility of
there being something essentially different involved in its subject mattur
does not come within its vision. In order to detect the economia forman
contained in the modern labour process it is necessary to retrace the novel
managerial disciplines to their origin and to study the work of Frederick
Winslow Taylor their acknowledged founder. So as to have two convenient
terms by which to speak of the dual economic systems coexisting in present-
day advanced capitalism, I choose the ngme of "plant economy" - "plant"
in the sense of a factory, etc., as production unit - in coptpradistinction
to "market economy" as the system of private appropriation.g §
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F.WeTaylor's first writing was "A Piece Rate System, being a step
towards partial solution of the labor problem", which was read as a paper
in 1895 to the American Society of Mechanical Engineers.\3) Tt was the
first public intimation of the major work he was engaged in the results

of which did not appear before 1906 under the title "The Art of cutting
metals", a very meticulous publication indeed divided in 1198 paragraphs
and supplemented by 24 folders of charts. It has fallen into undeszerved
oblivion, and his only writings still referred to are the two more popular
books "Shop lanagement" (1903) and "Principles of Scientific Management"
(1911). Taylor's pioneer enquiry must be understood against the background
out of which it grew, the conditions of the Great Depression, the "hungry
eighties", more than twenty years of almost uninterrupted economic deadlock
and stagnation, of mass unemployment comparable to that of the 1930's, of
hunger marches and mass demonstrations, of riots and strikes, of rising
revolutionary agitation when socialism for the first time became the catch
word of broad political movements resulting in the foundation of the
first socialist and social~democratic mass parties accompanied by the
organisation of the unskilled and semi~-skilled workers in a new type of
trade union. ~The most ominous features of the picture drawm by Marx of
the forthcoming "expropriation of the expropriators" seemed to come true,
foremost among them the paralysing decline of the rate of profit, root
cause of all the trouble, and most acutely felt in the heavy industries
such as iron and steel where Taylor had his place of employment. The
obvious imperative necessity was for,two things: first, the expansion of
markets and opening up of new territories, i.e., the way ocut of imperialism
practicable for the rich Buropean creditor nations, snd second, a substantial
increase in the rate of exploitation of labour in the production process of
the industries at home, the way most urgently required in a country in the
position of America, then still a debtor nation, but in the full sweep of
industrialisation and landed with the world's highest wage level. In the
subsequent course of events both these ways combined proved necessary to
keep capitalism afloat,particularly after the first world war when the USA
had turned into the foremost capitalist creditor power and the weakened
European countries felt pressed to adopt the methods of mechanised mass
production, foremost among them Germany whe by her defeat was changed into
a debtor country. But even though pursued together and both of equally
essential importance in the make-up of monopoly cepitalism, the two lines
of development, the external dymemic of imperialism and the internal
pressure upon labour exploitation, have their distinctive economic and
political significance and consequences. They have, however, attracted a
" very different measure of attention on the part of Marxist thinkers.
While imperialism has been studied by a host of writers, bezinning with
Hilferding, Rosa Luxemburg and Lenin, followed by Fritz Sternberg and
Henryk Grossmann, and continued to Paul Swéezy and Harry Magdoff, the
study of the corresponding advance of capitalist exploitation of the
labour process has been left almost entirely to the bourgeois experts and
students of "scientific management!

2o STRUCTURAL SOCIALISATICON OF LABOUR

The cornerstone of scientific management is the time and motion
study of operations, a technique first worked out and institutionalised
by Taylor. IHe says: "What the writer wishes particularly to emphasize is
* that this whole system rests upon accurate and scientific study of unit
times which is by far the most important element in scientific monagement®
(Shop Menagement, p.58). Time and motion study brings z definite methodical
principle to bear upon the practice underlying the seculer trend towards
growing soclalisation of labour in capitalist production. Given manual
operations are analysed and brolen dovmn to thelr component smaller and
simplest elements of motion. Gilbreth, one of the assistants of Taylor,



carried this principle to the limit by assuming something like an atom of
manual labour; the "therblig", an absolutely simplified fragment of labour
from which he might build up elementary constructs of actual operations

by wey of "synthetic timing". This had no great practical importance but
it shows the essence of the whole technigue as being aimed at finding a way
of direct economic quantification of humen labour time. "Economy of time,
this is wherein ultimateély a2ll economy resolves itself", says Marx(in
"Grundrisse", edn. Dietz~Vertag P089)o The standards of measurement of
human labour time in taylorism are derived from the mechanical and
technological part of the operations concerned. Wherever-a task of time
and motion study is successfully accomplished the result is an amalgamation
of technology and labour in such a wey that the motions of the machinery are
measured in terms of labour and the motions of labour in terms of machinery.
The operative principle involved in time and motion study is the unity of -
measurement of lebour and machinery in thelr productive application. It

is the principle of the structurel socialisation of labour, meaning that

the socialisation of labour, from merely being graded smaller or greater,
has crystalliscd to the quality of a new economic. law that has come into
being. This has happened as a result of the socialisation of labour
reaching the point where the reintegration of atomised labour into production
processes f'ollows ecoromic laws of itsowm, not derived from the value

- standards of commodity exchange. - '

©

The measured atomisation of labour has given rise to the organisation
of mass production on the lines of continuous-flow. L) Different technical
devices can serve this purpose and one of the simplest, the conveyorbelt,
may be chosen for demonstrating the principles applying to all. A conveyor-
belt operates between a multitude of machine=-tools positioned in line in
accordance with the sequence of the particular part-operations they perform
in the manufacture of a series of products of an identicel kind. The
essential contribution made by the conveyorbelt is the setting of a comnon
standard of pace for all the part-~operations or rather of their manual
‘elements is made., The different manual operations involved are thereby
mode commensurate but for the different standerds set to their place by
the machine at which they are performed. This difference is eliminated by
the introduction of the conveyorbvelt, enforcing the subordination to its
own uniform pace of the working speed of each machine(necessitating a
design permitting this subordination). As a result the conveyorbelt
supplies a comion denominator to the economic efficiency of the part-
operations, The reason for the economic significence inherent in its function ~
lies in the combination of machine and labour which it effectuates in
linking the wmanual functicns of the workers and the machine functions
together on a basis of the unity of measurement of them both. This effect
is, of course, not thought out theoretically before it is put into
practice, Far from it. The place of the conveyorbelt is found in a
pragmatic, purely factual way, subject to trial and error. Compared to
the part-operations done separately, independently of the conveyorbelt and
before it was introduced, so to speak, the pace of the belt is too gquick
for some, too slow for others, right a2t random for a few.- The evenness
of pace which the belt enforces is imposed on them by the force of fact.

On this factualness I lay such stress because it is of the same
quality as the function of the exchange process of commodities in effecting
a commensuration of the labour spent on making them. This labour, in
contrast to the socidlised labour in modern mass production, is individual
labour separately performed in production processes out of touch with
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each other. To muke society workable on a production basis such as that
a system of communication in terms of property among all people as private

owners has to make up for the mis sing links in production. Here the
socially indispensable gquantification and commensuration of labour and
labour time takes place indirectly and not in terms of labour at all but in
terms of the enigmatic category of value, itself a creation of the exchange
process in its socially synthetic capacity. All this in its far-reaching
implications and consequences has been explained and explored hy MHarx.

Ny suggestion here is that as a result of the degree of the socialisation

of labour brought about by capitalist competition modern production has
‘been given, under the mere instigation of the private profit interest, an
organisation in structurzl conformity to socialised labour. This structure
is, in a great many cases, characterised by even~flow methods of production,
but it allows for either organisational procedures as well. Fundamental to
this structure is a direct qu%ntlf:catlon and commensuration of labour:
effected within thevl?bour nrocess of producticn end in its own terms.

It is a commensuration of lahour not on its own, but of labour in conjunction
vith and dependent on the technology with which i1t combines in production and
answering the formula of unity of measurement of human and technological
functions in their combined productive application. This formulas allows

for the use of automation. Provided the automated sections link up, as thoy
‘needs nust, with combined processes of labour and machinery within a wider
scope of pronuct*onb the automated sections parteke in the common time
measure embracing them both. This common time measure basic to the
organisation of modern production by socialised labour has the force of
an_economic lawe. In fact, it is its ecorncmic law. The scope of this law

is as yet confined to single factories or complexes of factories under one
financial econtrol. But there is no resson why it would not also serve ag
the basic economic regulative of the organisation of the entirety of social
production on the lines of the socialisation of labour., By the very fact of
its utter abstractness - implying little else than the unity of the
synthesis of events in time - it could apply to the scope of a practicelly
unlimited extension., Such application, however, presupposes the abolition
‘of the capitalist or any othcr system of market economy obeying the value
standard of  lebour commensuration. The two standards are matudl]y exclusive
and cannot apply side by side to the same phenoxopaov,

L plant organised on p“1n01p1es of continuous flow must follow its
ovm rules of development. Any unevenness ses, hold-ups and botltle-necks in
the production flow impair its economic working. When run as a private
business the production manager will tell the director that the capital
invested in the plant is wastefully employed. To maximise the profits
the money must be found to iron out the unevennesses. As a result the
output capacity of the plant will be increesed. As we are still in
capitdlism with this plant, the output depends for its value on being
marketed. But between the increase of the output and the capacity of the
markets no intrinsic correlation exists, since they are governed by econcmic
laws of. a heterogeneous nature, the one related to socialised lahour, the
other by origin to individual labour, the one as a law of the labour process,
the other as a law of property relatiohs. If the market capacity is inadequete,
the capitalist ovmer of the plant stands in danger of losing in the market
economy what he has gained in production economy, To avoid this he must
lower the price, or restrict the outpui of his streamlined plant. Obviously
the first way will not spare him the loss, but neither will the second,
for here we come up against the peculiarities of the new plant economy
again. The more a modern plant is utilised bBelow its rated capacity the
higher rises the unit cost of its output, and this coincides with the
need for lowering prices and decreasing cost to meet an insufficient, if
not receding markct demand. The modern plant economy has made productlon



le

inadaptable to the postulates of market economy. This, in a2 nutshell,

is the effect which the coexistence of the two heterogeneous economics
amount to. The market economy has lost its regulating power over social
production, but its continued existence prevents the modern law of
production from becoming the regulative of socizl economy. As a result

the economics of' social reproduction is without any effective regulator,

or put in different words, social survivel is in jeopardy. The discrepancy
between the new economics of production and the old cconomics of the
market needs to be taken care of by artificial means., It is this that lies
at the root of private planning as an indispensable strategy of larse-
scale modern business. BPut it is a remedy which does not, of course,
eradicate the underlying discrepancy but only allows its further growth.

I am inclined to regard the dvality of two economics as the root of
monopoly capitalism from its very inception. Production that for structural
reasons cannot, without undue econcmic loss, obey the rules of the market
must necessarily attempt to obtain control of the markets. The inadapt-
ability end inflexibility of the cost structure of production developed
graduaelly, from slow beginnings perhaps, long before it reached the stage
marked by Taylorism and mechanised mass production analysed above. It
develops, just as Lenin described it, as a function of the growing organic
composition of capital, :

Looking at the transitional nzfture of modern capitalist society
from the angle of wider historical perspective the contrasting substance
of the two economics involved should be viewed in greater depth. They
should be viewed as different forms of social synthesis. This is a-
methodological concept relating to the comnection which exists between
the economic basis of a given society, its economia farmans, and the forms
of consciousness to which it gives rise.\5) The word synthesis here is
used free from all harmonistic implications. Even the capitalist anarchy
of free competition and antagonistic class relatlons requires an element of
functional coherence as a precondition of social survival. The working of
socially synthetic functions tc constitute its nexus. The concept of social
synthesis simply serves to pinpoint this formative element, and it is
indispensable for detecting in commodity production (simple or capitalist)
the genetic and formative root of intellectual labour divided from menual
labour. ’ :

. Generally speaking, the soclally necessary forms of thinking of any
age are deducible from the functions of the social synthesis of that age.
Even the blind societies based on commodity production bring about, by
devious but clearly traceable means, their socially necessary modes of
thinking, modef63f a thinking which work correctly but with a false
consclousness. Since the social synthesis in commodity production comes
about, not by the order of the labour process, but by dinl of an activiiy
distinct and separate from it(the activity of exchange gua reciproecal
appropriation of the labour products of others), the socially necessary
thinking has a constituticn of insuperable division from physical activity.
We thus arrive at the fundamental distinction between societies of '
appropriation and societies of production according to whether their
synthesis rests upon acts of appropriation (which, in turn, can be either
reciprocal or unilateral) or upon the labour process of productions ZIEver
since the departure from primitive communism(which is a concept of problematic
reality) mankind has lived in one or other of an inexhaustible variety of
societies of appropriation. All of these a2re systems of economic exploitation,
social class antagonlsm, and division of intellectual and manual. labour.
Capitalism is the last of them, their highest form. 7) Societies of
production, on the contrary, are classless societies, based on an order of
communal co-operation of their members in social production, but they
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necessarily reguire undivided uvnidy of intellectual and manual work,

Such & unity can -only come about as a result of manual labour reaching

a degree and structure of socialisation such that it can find a common level
with intellectual lgbour in terms of universal socislisation, . If properly
understood, the formula of the uanity of measurement of labour and machinery
in their productive application holds out exactly this promise of a
community of terms with science of which all modern-style machinery is,
after all, the technological constructe.

This formula and the cconomic law emanating from the structural
socialisation of labour is, however, only a necessary and not a sufficient
condition for making a classless society possible. The factories and plants
of socialised labour are as yet still firmly held under canitalist control
and run for private profit. Viewed from a bourgeois angle, under the
categories of capitelist market economy, the plant economy of socialised
labour assumes the aspect of "scientific management™ or "managerial economics™.
The need, from a socielist standpoint, is for a critique of scientific '
management not dissimilar in intention for our epoch of transition from
Marx's critique of political economy for the classical epoch of capitalism.

30 CRITIQUE OF SCIENTIFIC MANAGEMENT

Within the 1limits of a short article capitalist scientific management
can be reviewed only in & few features of essential significance. They
" are nowhere more clearly exposed than in the major writings of F.W.Taylor,
the founder nimself. His witaness may, however, be brusned aside by present-
day spokesmen of the subject on the ground that Taylorism is altogether e
mere thing of the pest, long ago superseded by diff'erent methods and
principles, that the sclences of physiolozy; psychology, sociology, etce
have been brought to bear upon management to make it truly scientifiec,
especially in its regard for the "humen factor" so badly ignored end neglected
by Taylor. That much is true: in its prime conception, inspired by the open
and undisguised concern for the steepest possible increase of the rate of
labour exploitation, Tayleorism aroused the opposition and revulsion of the
workers to an extent which threautened, at least the long run, to defeat its
own objectives. A great deal of considered modification and cereful mitigation
was called for to make Taylorism really workable, Vhat it makes workable,
- however, was and remains Taylorism if we understand it as defined by the
principles expounded in the following extracts from his writings, in the
first place from his mein work "The Art of cutting Metals":

"In the fall of 1880, the machinists in the small machine shop
of the Midvale Steel Company, Phileadelphia, most of wnom were
working on piecework in mechining locomotive tires, car axles, and
miscellaneous {'orgins, had combined to do only a certain number of
pieces per day on each type of work. The wiriter, who was the
newly appointed foreman of the shop, realised that it was possible
for the men to do in all cases much more work per day than they
were accomplishing. He found, however, that his efforts to get
the men to increase their output were blocked by the fact that his
knovl.edge of just what combination of depth of cut, feed, and cutting
speed would in each case do the work in the shortest time, was much
less accurate than that of the machinists who were combined against
him. His conviction that the men were not doing half as much os
they should do, however, was so strong that he obteined permission
of the management to meke a series of experiments to investigate the
laws of cutting metals with a view to obtaining a knowledge at least
equal to that of the combined machinists who were under him. He
drpected that these experiments would last not longer than six months."(%7)

v
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- Instead of six months his investigation took him 26 years.

"A study of the recommendations made throughout this paper will
illustrate the fact that we propose %o take all of the important
decisions and planning which vitally affect the output of the shop
out of the hands of the workmen, and centralise them in a few men,
each of whom is especizlly trained in the art of making those '
decisions and in seeing that they are carried out, each man having
his own particular function in which he is supreme, and not inter-
fering with the functions of other men."( § 124)

While his experiments resulted in many valusble discoveries and
inventions(e.g., self-hardening stsels and new designs of machine~
tools) we regard as of by far the greatest value that portion of
our experiments and of our mathematical work which has resulted in
the development of the slide rules" which enable the shop managers,
without consulting the workmen, "to fix a daily task with a definite
time allowance for each workmen who is running a machine tool, and
to pay the men a bonus for rapid work"(§ 51) - a slide rule which
Yserves to make out the effect which each of 12 variables has upon the
choice of cutting speed and feed"( § 6) - ; aud again: "The gain from
these slide rules is far greater than that of all the other improve-
ments combined, because it accomplishes the original object for which
in 1880 the experimenis were started; i.e., that of taking the control
of the machine shop out of the hands of the many workmen, and placing
it completely in the hands of the management, thus superseding the.
'rule of thumb® by scientific controlo"(§"525"Under our system the
workmen is told minutely Jjust what he is to do and how he is to do
it; and any improvement which he makes upon the orders given him is
fatal to success."(§ 118) ’

Towards the end of his paper he emphasizes that "he did not
underestimate the difficulties of and resistance to using the slide
rules. He would add, however, that he locks upon task menagement
as of such great moment, both to the workmen in raising their wages
and rendering strikes and labor troubles unnecessary and to the
menufacturers in increasing end cheapening output", that he staked
the remainder of his days to further assisting in the putting into
prectice of his conception of management(§ 1197):

The crucial advantage and novelty he claimed for his system of
managément was that it made the rise of profits for the manufacturer
compatible with rising weges for the workers. In his own words:
"High wages and low labor cost ars not only compatible, but are, in
the majority of cases, mutually conditional."(Shop Management,'p°21/22)
This is why he saw in it "a partial solution of the labor problem",
and in 1895 he even expressed the hope that it would contribute to
the elimination of the trade cycle, thus freeing capitalism of its
two major evils. VWhen Ford developed Taylorism further into the
continuous process of mechanised mass production, these very claims
resounded throughout the capitelist world in the heedless ration-
alisation drive of the Great Prosperity of 1921-1929. However, it
would be unfair to blame these exuberances only on Taylor. His hard
cure argument in his paper of 1895 us .n terms of the economics of
overhead costs and the inflexibility resulting from a high organic
composition of capitol, i.e., the root cause of monopoly capitalism.
"Indirect expenses equal or exceed the wages paid directly" and
"remain approximately constant vwhether the output....is great or
small'; therefore, the operating economic factor is "the effect that
the volume of output has on the cost"( § 37, A piece rate system e.o, cfe
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2lso the discussion between F.A.Halsey and Taylor). In other words,
the governing consideration is focussed upon the degree of utilis-
ation of the given plant capacity, not on the wage rates. Wages
are evaluated in relation to output, that is to say, as incentive
wages. Bven "extrsordinarily high wsges® will lower the lahour
cost if they stirulate high output. Teylor's examples given in
"Shop Hanagement" show increases in workers' output-up to 300% and
even L00X rclative to a wage increase of 60758 Inflexibility of the
cost structure being alsc the main element making for monopolism,
it becomes apperent why Taylerism hes its roots in monopoly capitalism.
Nor does. the causelity stop there. Taylorism also acts on monopolism,
“as Taylor's own case can serve to illustrate. After 3 or 4 years of
work at the Midvale S%eel Co. he transferred his activity to the
Bethlehem Steel Co. where he totally reorgemised the system of manage-
ment; subsequently the latter forced a merger with the former to
found the United Steel Co.; the biggest of its kind in the United
States. Thus Taylorism, in turn, helped to increase the stimulus
entailing monopolisi,
In his book "Shop }Management" Taylor makes an additional point
of interest in stressing that his system "is aimed at establishing
a clearcut and novel division of mental and manual labor throughout
the workshops™. The unity of head and hand by which a worker formerly
did his Job on his own Jjudgment and skill is broken up by the
introduction of "science" for the rule of thumb., All that the worker
is now left to do is the mere physiczal execution of-instructions
-worked out by the experts and arrived 2t on purely mental resources.
"Any improvement which he(the workman) mokes ... is fatal to success".
The knowledge of the ezperts is gained "without consulting the worker'.
One threed nevertheless remains by which the knowledge of the experts
P is linked with the workers! manual performence: +the managerial
instructions to the workers are "based upon the precise time and motion
study of each workman's job in isolation". We remind the reader of
the gquotation made earlier on (at the opening of Section 2) where
Taylor "wishes particularly to emphasize that this system rests upon
accurate and scientific study of unit times", This link is of
essential signifcance for reaching a critical deciéion as to whether
the novel division of mental and manual labour which Taylor aims at
establishing in the labour process of monopoly capital is of a
geruine or of a spurious nature.

. The "Critique of scientific management", which these extracts from
Taylor are intended to serve, is occupied with the contresdictions arising
from the fact that the economics of socislised labour, and potentially of
socialism, originates within capitalism as the art of the most intensified
and sophisticated extraction of surplus-labour from the workers ever, in

fact as the extraction of surplus-labour made into a "science". The appearance

totally belies its essence and makes it well-nigh lrrecognisable. To a
student of scientific management in its acknovwledged form the entire
conception and formal analysis of what we celled the structural socialisation
of labour i . bouna to present itself as sheer ... .aphysics. This is only as
it should be, however, as his thinking is confined to a bourgeois under-
stending of realities destined to supersede the bourgeois world. Hore
interest and greater importance lies with the guestion why the workers in
thelr vast majority are also blind as to the essence of these appearances.
And it is to the answer of this question that the critical undertaking as
conceived here is in the main devoted. ‘
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The vital contradiction is already contained in the structural
formula of socialised labour, lse., the unity of measurement of the -
functions of labour and machinery in producition, This formula allows
for the complete subjugation of labour to the techmocratic rule of the
machinery in its mensgerial manipulation, but it also allows for.the
control of labour over the technology and its productive application.
In other words, it allows for a relationship raking for communisme

This might seem an outrageous conclusion unless it is understood
in the full 1light of the implications involved. In the first case = .e.,
the technocratic subjugation of the workers under the compound machinery
of modern production = we have human labour in its extreme forms of
alienation, manual labour severed from every element of mental labour,
even from the worker's own mental control over his very movemenis, a
control now transferred upon the machinery opervating uvnder the command
of management, The conditions of capitalism under which the economics
of socialised labour have arisen and developed are, of cowse, the
dismetrical opposite of the conditions required to make this economics
& basis of socialism. To achieve this reversal would be synonynous with
an overthrow of capitalism resulting in workers' control over the process
and organisation of production so that the existing alienation of labour
could be obviated by a gradual (and arduous) process of unification of
manual and mental labour. For the purposes of our theoretical exposition
the contrasting condition of socialised lgbour placed under socialism or
placed under capitalism can be defined by the difference as to whether
the workers are in possession, or whether they are dispossessed of the
socialisation of their labour. If we review Taylor's system of management
from the viewpoint of this alternative, it becomes clear at a glance
that it contains all the essential elements making for the capitalist
relationship, and in what way 1t Joes so.

Taylor proposes (in § 124) "o take all the importent decisions
and planning which vitally affect the output of the shop out of the honds
of the workmen". That is to say, he proposes to dispossess the workers of
the control over the sum total of the functions constituting the soclal-
isation of their labour," and(to) centralize them(it) in a few men ...
especially trained" etc., that is, to lodge that control fimmly and
indisputebly with the management. By this transfer of control the social-
isation of labour becomes the instrument of the domination of capital
over labour. This alienation from the workers of the social character
of their labour is, of ccurse, nothing new but rooted deep in the capitalist
production relations as such and forming one of the ineradicable normalcies
of bourgeois society. The dispossession of the social character of his
labour leaves the worker in the status of an individual labour-power.
This is the necessary correlate of capital appropriesting the control. Marx
describes the basic relaticnship thus:

"The labourer is the owner of his lsbour-power until he had done
bargaining for its sale with the capitelist; and he can sell no
more than what he has = i.e., his individual, isolated labour-
power. This state of things is in no way altered by the fact
that the capitalist, instead of buying the labour-power of one
man, buys that of 100, and enters into separate contracts with
100 uncennected men instead of with one. He is at liberty to
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set the 100 men 4o work without letting them co-operete. He

pays for the combined lebour-power of the hundred. Being _
independent of each other, the labourers are isoclsted persons,

who enter inte relations with the capiteiist, but not with one
another., This co-operation hegins only with the labour process,
but they have then ceased o helong to themselves., On entering
that process, they become incorperatsd with capital. As co=-
operators, as members of a working organism, they ere but specisal
modes of existence of capital. Hence, the productive power
developed by the labourer when working in co-cperation, is the
procuctive power of canitale..., 1l appeors as & power with which
capital is endowed by Hature -~ a productive power that is immanent
in cepitel." (Capital I, 0.323) = "Phe simulianecus employment

of a large numaber of wege~isbourers in one and the seme process
ooo Torms the starting point of capitelist production. This
point coincides with the birth of capifal itself. If then, on

the one hand, the capitalist mode of yproduction presents itself

to us histerically, so, on the cother hand, this social form of

the labour process presents itself as a2 method emmloyed by capital
f'or the more profitable exploitaticn of labour, by increasing that
labour'!s productivencss.'(ib.p.326) :

The relations here described by Marxz have developed a step further
in monopoly cepitalism. The cepitalist, for one thing, who in the classical
epoch of capitalism was as & rule & unity of cepitslist and entrepreneur has
become a "finance-sapitalist¥, while a part of the entrepreneurisl functions
have undergone the transformation into management, -and this as an evolution
progressing in step with the socisalisation of labour moving towords its
structurel climax. As this climax is reached menagement is perfected into
a "science', It becomes "a systew', the system of "functional management®,
as Taylor terms it. On trensferring it out of the hands of the worlmen
into the control of management, the functional complex of 2 high-grade
soclalization of labour splits uvp into a multitude of separate functions,
each one looked af'ter by its own specielist, maling up an intricate
bhureaucratic hierarchy of functicnal divisions which themselves create
new divisions in charge of holding the others together and requiring that
special brand of mansgerial genius which draws the top executive pay. It
is even said that a good part of the “science" that medern menazgement is
so full cf is needed for seeing through the fog which they themselves creates
While this may be true at the top, at the bottom the whole structure rests
on that "accurate and scientific study of unit bimes" declared by Taylor
to be "by far the most important element in scientific management'.

This alse is an element 2 step forther than the relationship
described by Harx. He contrasts the labour coantract beitween the capitalist
and the worker, which is in terms of the "dead lsbour" embodied in value,
with the lebour process where the "live labour® is at work. In time- and
motion study, however, quantifying standards which are rocted in the sphere
of dead labour relations come to be applied directly to live lebour. Live
labour is placed under the microscope, sc¢ lo speak, and reduced to "unit
times", i.c., the precise amount of time absorbed by the smallest elements
of which the particular kind of work under review is ceomposed as a strictly
repetitive performance of the worker, cleared from wsste. All qualitatively
different kinds of live labour occurring in a given lebour process are thus
expressed as commensurabte isoleates in terms of given labour process can be

N I
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so reorgenised as to yield the mathematically calculable mastimum of
output per time unit, say, one hour. The calculated isolates serve to
the "pate fizer" as basis for assessing the wape rates to be paid to eoch
worker as the necessary incentive for him to perforr his task "in the
allotted time". And ©S the manzgement in general the calculation of the
commensurate isolates of live lebour is to serve as the "strictly sci
basis" for organising and running production as a profit-bearing business
entity. This is, of course, an idealiced construction of Teyloris
conception which no management could ever live up to and which by now has
been superseded by more accomodating and more praciicable replicas. But
for our purposes it is of interest bto take Taylor's system at its sitrictest.

i

It is clear that this conversion of a live labour performance into
a meltodological managerial isclate also converts the worker himself into
a psychological isolate chesing after his meximum pay. This was one of
Taylor!s conscious intentions., He even dreemt of having a different rate
of pay fixed for every individual worker in a shop so as to eleminate any
community of interest between them. Again this may no longer now be consumed
as hot by "any modern and enlightened" management as it came out of Taylor's
kitehen. But as a reguletive principle it is not altogether discarded as
it constitutes the essential correlate to the wlienation from the workers
of the socialisation of their labour which is and certainly remains the
foundation of the very institution of capitalist management. Also the
economic justification for Taylor'!s scheme, namely, the preponderance of
volume of output over wage rates in enterpriszes with a high inflexibility
of the cost structures, wore than retains its validity. It is closely
connected wilth the trend towards steeply rising capacities of potential
output resulting frem the structural laws of the soclalisation of labour.
I speak of potential output because under the “break-even point" calculaticns
for present-day investments, rising production cspacities are no longer
left to take full effect as they were in the heydays of the twentles
preceding the big slump that ended in Hitler®s war economy getting monopoly
capitalism off the rocks. That war economy has since become endemic, with
its causes still very much aliveo N

Among the essential features of Taylor's conception is further the
establishment of +the "novel division of mental and manual labour” which
wes listed above. It is aimed at driving an insuperable wedge into the
lobour process and isolating the live lzbour within its very realm from
the menagement of production by a division in terms. If this division
was an authentic one it wokd render impossible a possession by the workers
of the socialisation of thelr labour. Bu% is that division authentic? It
was pointed out that the terms upon which the managerial science is founded
have first to be extracted from the live lobour before they become the
nmental possession of the management. The time-study men themselves, who
do this extraction, 4o not descend from a sphere of the pure intellect like
Platonic spirits into the nether regions of the labour process to cast it
into their inconvertible measures. These time study men are mere doubles
of the workers fthemselves and should, in order to do their job properly
and not be fooled by the workers, be able to do the Jobs they are to study
and gain personal experieuce of them. 3Butl, howsver sulficien®t thelr experience
and however competent their amalysis, the people far more experienced and
far more comnetent to do the job would be the workers themselves. There
are many good reasons why the workers do not do it, the epistemologica
onesof a division of head and hand not being among them. In the hands of
the workers, if ever thay did take the job into their hands, its function
and its methods would be totally transformed. As done by the workers
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themselves the study would be of the econculics of thelr socialised Lahour

5
understood on their terms and on its preper lovel, and the kaowledge
gained would incorporate the funciions now alisnzted and usurped oy the

managenent, Qbviousiyv, however, such a tpe ~::r>£o1“"z::ucn prasupposes the
overthrow of capivalism and a succassiul ] L oof the dictatershin
of the prole.x‘vm.ua In Poct, the wmental t»onaf approprietion by

the workers of the socialisation of their lobour Jenggo the dictatorship.

of the proletoriat as extending Yo production and o the Tsocial €CoNony .«
I4¢ also describes the formative process of svelalist man.

Within the socisl velations of capitalisw, however, the workers need
an- encrmous si'fort to combat the limitations of their W¢so~79bour status,
the status more impotent today withiL the produstion process thsn in any
previous uDOCh of capibalism; for never befors has the individual performance
of a worker been reduced to such {r -gmautu and fractions of {ragments of
a job as is hn contribution to the pre en“»aa/ highezrade socialised labour
process. AL the same bime, the productivity of his labour has increased &
thousandi’old compared to uhe labour done in the one-man shops of the ¥iddle
Ages. But the productiviity is not his in terms of his Lﬂ*LVl%u%£ lebour,
and taxing his individual operations as a sianderd of judgnent the productivity
is that of the capital in whos ,emﬂsmwntna“mhaumuaqmn&mton the
efflclapoy of the management. Hence the menagzarial fetishism that pervades
our society, the accepited belielf that modern industrizl establishments or
indeed large=-scale esteblishments of any kind conno® he run without their
hicrarchy of managers in control of every detail of production and of
organisation and in parTieular, of course, ¢f the workers., This fetishism
accrues to the socialisetion of labour by the fact that it is in the wrong
hands, wielded by manegeiment in the service of capitel and for the
exploitation of lahour instead of being the Pfandaimoh for working clas
power in a society of production. The resson for the fetishisthic chwracter
of management is not in 1ts "sciance” and xb'Ll less in that this science
is beyond the workers' grosp., Mot only is it 2ll based on the situdy of
manusl labour, but all that thiz science serves to achieve is to make the
individual workers term 1t, nox boq the workers see 1t, pinned down as they

are to the sub-stendarcd of their individual stobus. As seen from that
angle the functions and COndltlans of their cwn socilalised labour take on
an apvearana: as of an object-nature extraneous o them, to be studied,
elahorated, and enforced upon them hy separats agenis.

These few and unsystematic remarks on the subject of "scientific

management" are all that I find time and space for in this paper. Gensral
and abstract though they ﬁre, hey are inteaded to advocate the crlthue of
scilentific manogemant as o programmatical disciyline which could be carried
into the deteils of tne class buru?ale on the factorJ floor. Some such

I the management is of vital
with a long~term revolutionary

critiquo as 2 vean
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I nmust preface the following remarks by saying
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Tn Germeny 1924-1930, as in USA 1921-1929, the new economy of the
labour process had been allowed to develop full ®#ilt in an enormous
investment boom where the gospel of Yrationalisation" had led o iufensive
concentration of uoxfal(bj mergers and trostificstion) and extensiv
centrelisation and reorgan etion of production on the lines of mschanised
Rnags nrocubalona ihis Jevp]m mant hed telzen place without apprehension
in ncu* 7 all fields of industrial production regardlesz of whether they
werse "rew iv&uSurles” electricaly chemical, wotor, etco) or “olo'(Lron
& steel, coal, c'ﬁton)o In Tact, in iron and steel the retlonalisation
lisd been, if ln‘tulﬂ =, even mors thoroughgoing then elsevhere, It had
1ed to the formaiion of the Sheslixust in 1925{Vereinigte Siablwerke A.G.:
"Vestag") by @ merger of 4 or 5 big companies (Thyssen, Stinnes, Otio Wolff,
Phosmix), with & rated global ﬁ&ﬂa@ltj of 10 m. ton of pig irem and, 9.5
mill ton of raw "toeT(o£n¢1 to LCH of the total Germen production). &)”
Viorking at full cepacity the trust gave employment to close on 200,000
people. Vestaz was the biggest single firm in furope. The new labour
process was of the type of “Verbundw L”Lgchaf"(ns¢ﬂt OOWb11ut10n), based
onn the utilisaticn of the blast furn it gas as M anJ source of
energy for the whele vorks; it ope : mechonilsm such thob
pPuCVlC ally no one section of the ccmb;ne coald be worked lueocndeﬂfly of the
others. The whoie COLUQQUS of the wain Thyscen works at Hamborn, for
instance was effectively controlled from one ceniral switchboard by a
chiel engineer wiih two assistantse The ;*1ﬂnr131 basis was a longmberm
dollar loan worth RBM 800m. of debentures against a sheare ¢ thl‘mf "M
75Cm. {under the aegis of the Danatbank, the ilr 3t of Cerm%a s big five
to collapse in June 1931)s The main combine of the Stesltrus’ t had an
absurdly restricted margin of elasticity; it could not divide its process
of output and it could not slow it down to less than 66~ /Om( seem to
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remenber the precise Pirurﬁ‘of 68%) of dits rated O&chlijo The whole
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organism was the last word in "sclentific m;na‘emeni and rationality",
and the foremost plent econostt (Betriebswiss scnaftlor) of Germony,

Prof.Ernst Sclmalenbach, had been engaged as ccnsultant (9)

Tn 1930/31, as the slump gradually Tock bffect Germen monopoly
capital, its leading sections, splii ¢nto two clearly divided camps. On
the one side were the great exporting industries(blemenb & AEGy To.G.Farben,
Mercedes & Opel, heavy & light cngmueer*ng like Hoh.N,, Demag, Julius
Berger, etc.), financially sound and strong enough to abide by the
traditional rules of market econcmy (uunea at restoring the eqguilibriun
by means of ruthless def flation), and wccord¢u333 arrayedAin support of
the Bruning Goverrment. But deflation &id not make for-a viable policy

under the circumstances then preveiling internationally and further
aggravated in Germeny's cazse by her condition &as a debtor oounvry( ).
héherence to the principles of market economy oroved s cause of political
weakness and vacillation. In the other camp the opposite was the case,
gcconomic weakness combined with political strength. Here were the so—-called
"autarchists®, representative mainly of the heavy industries spearheaded
by the Steelirust, and advocating entirely different ways to recupere bion.
In October 19%1 this second camp went over to the atfack and grouped in the
"Harzburg Front" or miatopp"(Front der Nationalen OUUSOoltlon, also apﬁly
nicknaned "Fronde der Grossbenkrotteure") under the politiczl leadership

of Hugenberg, Dr. Schachi, Hitler, and Seldte(for the "S4ahlheln"),
unmistalkeble partisans of rearmement and militory expansion in Burope.

One of their leading slegons was "Grossraumwirtschaft!, pl,uulﬂP the need
of mechznised mass production for enlarpged mass markets of the size of,



say, USA cr the USSR, The Intended autarchy was for such a Grossraunm,

say, "Mitteleuropa®, not for the Reich within its extant boundaries.

Tiis oppositional camp made a vocife- L to the mounting mass of

unemployed but more specifical > of pailty-traders and

concorts whom the slusp held 212 thr;3+ ana who formed the

podn voting ressrvolr for Hitler; wni ‘“-:~ aere Ha erd and Cumnu7 sl

e?cments of the German eCONOLn : 3 the movement were,
e conirery, some of i wncharismﬂ

1ndus¢ﬁy In betwesn these wrbicularly

firms like Iupp stood astrid 2 & ctive Laﬁd in

to work out a platxcrm Ter & new concen "“t‘vn of German monopely

W
bureg P“oamn And this attempt was
tle: Government into the saddle

‘1

as a whole cn the line of the Harx
finally successful in 1ifting 2 H
1933,

The est 9511 shment of this government
the slump for Cermany, a.berminafﬁcn which fox
dl& not represent and wes not inlended to rap: stote of sconomic
pquilibrium. It was a regime polltlca¢¢y and ccanummuolly streanlined
for reasrmament and war, without acting in s LMeﬂﬁ,adwwuww
possible pretence at self-defence excent aﬁwln)t the nythical "Jewish
menace”s As 1t worked out, this cmphatic non-gquilibrium economy ﬁ?wmlllﬁ?,
frem 1936/7 onwerds, the arms race heading for W 2 overtook the entire
workd economy; and there is today a fairly uns iipous consensus of opinion
among economists that without this interveniion of war ecohomy the siump
viould in all likelihood have resettled itself upon world cepitalism.

There is also a widespread convicition amony economists thal present-day
avqncpd. apitalism could not eesily dispense with the "military-industrial
sector! of its activities without courting the danger of a slump not
unlike the 1930s. It is fhe%eforu of importance to focus upon the precise
economic mechanism whick was at the root of the developments freught vwith
such far-reaching consequences in Germany and for capitelism as a whole.

d‘
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This mechanism amounts 4o nothing more complicabted nor more controver—
sial than the fact of the inflexibilities of modern industrial structures,
01 their insbility to respond to the posdiates of cepitalist market economy,

to put it the other way round, the fact that thase structures are eandowed

with certein definite economic vecessities of their own which make them
resistant to the economic necessities of markets. I wish to hark hack
to thet highly sigpificent plece of conversation with the dobuuvm oaa of
the German Steeltrust, cuoted in feotnote (10). The state wffa s din
which the Siszeltrust had been landed in the winter and °ran5 of' 1 3? va.s
that of an alternation of a fortuisht's operation and a forinighi':
stoppage of the gient woris at Hamborn and els sevhere.(11) The orders,
which, even at the pesk of the boom had never exceecded SC0Z of the oulput
capueity, had dropped to 805 in 1930 and to less then 400 by the esd of
1921 end stood now at sbout /Lé end of course not at egual amounts
ell the hundreds of sgec&tlcatwuns producsd, but o fow of soie, mors of
others, none of most. Xor a long time Vestag had kevt producing for
stock, thereby svill further choking the market, until there was now only
the uitterly ruincus choice lef't of reguler sioppages aliogether for
formights on end. lieedless to say, the enoracus overheads went on even
with no outpul Yo carry it, and sc did the cost f

\SJI—‘

\.’1

for maintensnce which was

PRT
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verv considerable. VWhen work was resumed affbter the
o was wasted on frictionsl runs until the entdre n¢ch7neww Was
in‘gear. This kind of regime did lose the profits, 1t

-]
up debis ard ate velentlessly conital. On sta uu@rﬂ’ op

market ecconomy the Slzeiirust t and should bave been Iigquidated,
but such & thing was veoliticalil 1>} There was thus only one
renedy lv“t Ly save the Steslirist : . her firms similarly placed:

to put the woris back invwo fuilmacale ;~:b“r L T fn?dic”Q of the markets.
Is p“O(*“*Jon of nerketenle gr, : it had %o be of

viords arm;m@nﬁso
”lmssﬁ coercively,

) say whether in a d1¢forent
tion and idésology this way

Lva and thr ugn#oibg CONSIQUENntCEa
the German Steeltrust here only
as paradign for demonstrating purposes. There wers other eco snomic {'a
of a sinilor and aimilscly o v11ing neture pointiag din the same divection,
for instiuce, the I.G.Varben trust being cought just then (in the summer
and autumn 1932) in a venture of resesrch 7rd a V@LO“MGnu invelving risks
of a colossal magnitude which they scught to rolve uzen the Sitate; but

a State ready to zccept that risk had first tc be created in agreement

with the Steeltrust. This case, too, is of obviocus paradigmatic signif=-
icance in the light of the present-day fusion of armements wilth "R and D"
under State tutelags.

non-nawiwatable goods, NON~TCRTo

The ecouomic nwceh.ify of ihig i

but it is of course «ilficult i

notion, with a different backg

would have been embraced wit
1

& simiiar re

T+ wust slso be said that I use the casze o

s
8¢
£

My argument here in all this is concerned with the dual economics
involved in this develogment, plant economy versus maritet eCOnomy.
Tabarking upon the Pascist course the capitalists forfeited their stoke
in the market economv 4o satisfy the exigencies of their plant economy.
Their profite out of a war economy were all fictitious unless and until
Germany won the war. £lso they broke with the entire morality of the past
in jeoperdizing the aim of socizl reproduction as the end of the economye
And they handed over their fate and their initiative into the cere of the
State. The economy of this sysiem demended & bermetic éivision into two
spheres, the economy of the reproducing velues and the sgconomy of the
non-reproducing values, neither of them spilliing over into the other. To
keep the nation working it had to be fed and clad (nc new residentizl housing
and herdly any repair was permitted inm all the Hitlerite years), and the

~ate for this was set .t a wage level which hardly exceeded the unemployment

beneilno during the slump. Wag oq end prices were frozen under a "wage~stop”
and a "price-stop® which only in 1938 and 5970 showed fivst signs of yielding.
No reneval whatever and only the most essential “'h]“cemfnt and repalr
vas allowed for the productive equipment of consumer goods industrics.
Conversely, no expenditure on any but The e"fga%1¢L consuner goods was
suppesed to toke piuce oub of ¥ oi,t. in the armament sector so that all
money eguivaelents of the norwrenroduc1n values produced could be kept in

cirenit spiralling up o the mountin toﬁ\T of srmoments expanditure. ,
This total Hitler himself in S:wt@manv 1939 gove as Rl 90 billione Within

this wotalitarion fromswork the BCONOMY TaS Geed totally etalisee,
state-run for private cccount. ! i”CuJGP of LJG aeonomy
into the two sphicres and the seol the

an e Ok

rather timid aud tentative efforts 5% , zlthough
the dilfermice in grade is suca as U0 Sonntaon a dif{erence ia essence
perhsms,  In Hitler ﬁermany 3t vras Linke BYh cart
of industry, bd“.31g ¢o wrrcu, and even of ag : e (grre
Astate whiech, hut  d s 3 industrial dnven

Ab&;re“wroollnerung"}, the whole meking for the
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over-all relationship between the State and "'hu* Pasci bt }"ar c*r can Dc.;i‘

be understood on the analogy of the ral 2]

Manaz erle nt in the modern industriasl 'ix':'; bplow'—* w0 the cal italist,
bai t is rm by the management on hehe : r the bereflt of the
Ca itel is dependent on The menagewert for runaning the -

business, but the management isg dependent upon capital , upon its service

kgl
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to and employment by capital, for its position of rulership over the
vworkers. This mutual dependence does not mske for a harmoniocus relation-
ship between monagement and ¢ rju‘:;}. and betwesn the Party and the Stateo
Rather fthe contrary. Tach of them Ilsbours under the illusion that it might
and ouglzt to be able to do witno n’z; the other and take 2ll the power and
all the gain for itself, only to discover the sell=decepticn in the attempt
at acting on ite The entire history of the relations heltwesn the Party
end the cepitalist class in Hitler Germany, a history of incessant friction
and tension, fits in with this analogy and for very good reasons.
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1a T emplcoy the fewmm Yproditt inotesd of the corvect ene of ”ﬂu;nkaa raius®
for the sole purvose of 2 more converdent wordivg: Iin tne context of - i
paper the inaccuracy is of no consequanse.

20 The term Ypolitical economy! iz uwnsuitad for wmy rurposes begsuss it oim
apolicable only to bLn ciagsical syaten of capiitalist soonowy ag defincd
above. Only by alopting the different methedologleal scope of the "goonomin
ruara" simce ths 187 “*“ dnes bourssois ecovomic thimdcing follow suit te tie
hisgtorical chonge and relinguish the clgim upon objective sccial walidity
which marked the claaszical sysien of the founders.
3. In this same vesr there teook place that revealing conversation cf Cecil
Dhodes to VWickham Stead which Ienin quotes in his "Inperialism” anﬂ whieh
scauzge of the significance of the narallel I wish to recall here " was in

the Bast End of London yesterday ar“ attended o meeting of the unomwlcyﬁdoee
the wild speeches.., wers just a cry for 'breadt, 'bresd', 'hread', and on ny
way home I pondered vver the scrnc and I bocane more than ever bOﬂV’I ed of the
importance of imperislism...lf you want to aveid civil war, you muat becone
"imperialists.,” ‘ :

4, "The collective machine (die kombinierte Arbeitsma Jchine) now an
organised. system of various kindse of single machines, and of groups of single
machines, beccnes n sre and more perfect, the more the process as a whole becones
a continuous one, i.,z., the less the raw material is interrupted in its passage
from its first phase to its last...(Capital I, p.376(Hoore/Aveling,1943))., It
would be interesting to firnd out why and whers this Marxian concept of
capitalist production as a continuous process differs from the continuous
process of mass production initiated by Ford in 1922, for instance, and vhy the
latter, but not the former, implies the operation of a new economic law
celculated first to upset and finally to supplant the system of market economy.

5e For fullew details I must refer the reader to my book "Geistige and
corperliche Arbeit, zur Theorie der gesellschaf t¢1chen avpthe313"(henlal and

maxmal labour, theory of the social Sjﬂth@d‘s) Suhrkanpl, 2nd. ed. 1972.

6. As rooted in the social synthesis, the necessary forms of thinking are

social; in fact, they are forms of the oOC“&liS vbion of thinking, @he measure

of soeialisation deterwines the logical indewendence of thinking, its relstion

to objective truth. But the indenendence is that of irdividusl thinking!

It is Just becavse the conatitution of the *hlhklng 18 duﬁial(det“rmi 2d by

the prevailing social synthesis), not i dlvzduax(nﬂ* etormined by the psrticle

131 roduct) that the thinking cavrvies

o co ito. from this paradox oge may

Conzeiousness that must needs attach
i ndividusl as to their

an individual conbributes to the soc
logical authority: wvested in the ego cogl
gange the depth and intricacy of the fals
to the foruws of thinking in a society wh
origin.

ac
ich bliads the

Te It is essentinl to realise the depsundence of
! i 13 besidos the private properity of Lhﬂ

izt control of rredoction would be a Lﬂmwi
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magtery- 0l the ftechnology of vroduction werd provic
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. T the »e“ﬁ of the Cermsn blg indwstiviall %s that tﬂuy asled the
then Reichsminister of fatL sl mcwﬂcn" SYEss e Eroy the paper,
which he did. In the mlntﬂw of 1932 the second in command of the Steelirust
in o conversation in which I dared to make a reierence to sclence, burst oub:
"Don't mention that word! fe have been fed on noithing but scxpnhe and hava
heard of nothing but science —~ scientific management, scientific technology
3C 1fic market research, L C : 8 scientific »alculation

ient:
of the other - and where hua

10, Adherence to the puincinles of market economy proved a cause of political
weakness end vacillation. In the other canmp the opposite was the case,
econcomic weakness c0ﬂo: ned with political strengih. Here were the so=called
"autarchista", representative mainly of the lack of foreign assats, to these
industries, made for an evhanced apyprsciation of scientific progress so that

t

A
A
they wmight at leest carn the royalties foxr theixr patents if thﬁv could not
e
e

2 g
e &

secure the ers thonselv,., Hence, when i 3 the Jewish sclentists we
driven out of Germany and the Americans and th British made sure not only of
their persons but often of their laboratories as well the 64?OT?1-~ firms Qent
Max Planclk, the great old rzu of German science

3 K
this exodus invelved for Germany. Hitler furned to him w’th his xands in t @
air: "Dear Ceshelmrat, ?a, is lhe great lcoss il Germany has ne leading
physicists for a generstion; there are grester issues at oitake for me! The
rurity of the German race ranes higher in my windi?
1. The iron zrd sbeel works of the Iws ere in
precisely the gazme gituavion at thet tim to the
German Veztag.

N
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BIBLIOGRAFHICAL NOTE

The following books and articles by Alfred Sohn~Rethel may be of
interest to readers looking for further developments of some of the
many points raised in the above article:

Books: Geistige und korperliche Arbeit, zur Theorie der
gesellschaftlichen Synthesis.
Suhrkamp, Frankfurt, 1970.

The same = 2nd. editiocn, enlarged and revised
Suhrkanp 555, Frankfurt, 1971. (Japanese,
Italian, Danlsh and French tlanslatlons
in preparatlon).

Materialistische Erkenntnlskrltlk und Vergesellschaftung der
Arbeit.
Merwe—Verl ., Berlin, 1971 (Internat.
Diske no.1g§ )

Warenform und Denkform. _
= Aufsitze, Furopa Verlag Amst., Frankfurt 1971,

Articles: Materialism and its &dvécacy
The Modern Quarterly, Winter 1947-8.

Historical Materialist Theory of Knowledge
Marxism Today, April 1965,

. .Warenform und Denkform, Versuch iber den gesellschaftlichen

Ursprung des reinen Verstandes"
Wiss. Zeltshcr,, Humboldt Univ. Jg X (1061) 2/3

Travail intellectuel et travail manuel, essai d'une théorie
matérialiste
: L'Homme et la Société, Paris, Jan/Fév/Hars 1970°

Die soz1ale Rekonsilidierung des Kapitalismus (1932)
Kursbuch 21, Sept. 1970.

In the pipeline:
Dialektik des Faschisnmus
Suhrkamp

The rise of modern scicnce
. Feltrinelli & Suhrkamp

Die technische Intelligenz zwischen Kapitalismus und Sozialismus
: Suhrkamp

Die ckonomische Dualitat des Spatkapitalismus
Luchterhand

(The last-named is a much revised and expanded version of the article published
here, and will be translated into English shortly.)
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CAPITALISM'S GOLDEN RULE by R. M. Goodwin
Peterhouse,
Cambridge.

A set of simple, interrelated propooltlons, based on premises w1dely
accepted by bourgeois economists,

1. To each profit rate corresponds a set of relative prices. A
change in relative prices alters the téchnique of production chosen by com—
petitive producers.

2. To any particular growth rate there corresponds an efficient
technique, i.e. that collection of production processes which, after allowing
for necessary accumulation, yields a greater consumption that any other
technique,

3o This best technique will be chosen by competitive producers if the
profit rate on invested capital equals the growth rate.

L. Any consumption by ovmers of produced capital goods means that the
profit rate is greater than the growth rate. The result is the choice of an
inefficient technique§ in the sense that both capitalists and workers could
consume more had the technique a55001ated with equal growth and profit rates
been chosen.

5. All capitalist economies are inefficient in this sense, since
capitalists do in fact consume a part of profits.

. 6. Any profit rate greater than growth rate amounts to levylng taxes
on output for the benefit of a particular class. Like all such taxes they
fall unequally on different goods, so that there is an alteration of rela-
tive prices which corresponds to no operative aspect of the production
process., The result is an inefficient technique and a sub-optimal allocation
of resources. This is separate from and additional to the unjustifiable.
distribution of consumption.

7. Therefore, optimality requires in effect expropriation of capitalists,
since if the owners of capital can never, now or in the future, consume any
of the income, the ovmership of capital is nominal, its 'fruits’ accruing
to the whole society.

8. Just as to each profit and growth rate there corresponds a best
technique, so also is there a best technique for the stationary state with
zero growth rate. Only a zero profit rate will lead producers to choose
that techniqueo. '

9. Therefore, if capitalists cease, either voluntarily or under
compulsion, their accumulation, optimality requires the reduction of their
revenue to zero in the absence of growth.

10, Capitalists have been, and still are, ‘engines of growth, however
~imperfect or wasteful their performance may have been. Consequently, as
the industrialised economies gradually but inevitably decelerate, the
capitalist loses his function. The determination of the rate of return on
capital then becomes a naked struggls over shares in the product. But also
the outcome will affect adversely the size of the product to be shared in
exactly the same way as monopolistic pricing or excise taxes.
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ON THE SITUATION AT THE FREE UVIVERSITY OF BERLIN AND THE UNIVERSITY REFORM
IN WESTERN GERMANY
by Marios Nikolinakos

Although Berlin is still considered to be the battlefield of the
university reform, it must not be forgotten that the clash between progres-
sive and reactionary forces takes place in every university in Western Germany.
Berlin makes the most impressive example, not only for historical reasons
(being the university which initiated in 1968 the student movement and
consequently the university reform), but also because students in Berlin:
are traditionally more active. It is also for this reason that reaction on
the part of the conservative forces both in the governmental apparatus and
within the university itself, although not unique in Western Germany, makes
itself apparent in its most representative form in Berlin.

- It is important to put the so-called university reform, as it finds
expression in the new statutes of German universities, in its real historical
perspective. It has indeed removed the despotic position of full professors
within the different institutes and in the central administration; it has

" strengthened to a certain extent the position of the "university middle
~class", i.e. assistants and tutors; it has opened some doors through which

narxist theory moved into the curriculum itself; it has given the opportunity

"to alter the examination statutes. Nonetheless, the professorial body is

still in power, given that professors have the majority in every university
body according to’ the law. The fact that information is now accessible to
students and assistants as well has made it p0551b1e to 1limit somewhat the

' previously unlimited professorial power.

At some other new universities, like that of Bremen or Constance, the
representation proportions are better, i.e. professors are equally repre-
sented with assistants and students in the university bodies. Recently, the
authorities of the university of Constance were obliged to resign due to the
intervention on the part of the Minister of Culture that aimed at undermining
this successful tripartite model. In most of the universities that have
been reformed in a more or less formal sense, the situation is worse than
that of Berlin.

Taking all this into consideration, the university reform must not be
overestimated., It is & reform only within the frame of the existing system.
In other words: on the one hand an adaptation of the university to the new
needs of a mass consumption society as they articulate themselves in the
respective needs of capital; and on the other a way of giving a vent to the
aspirations and pressure exercised by students and intellectuals. This re=
form has a stabilising function for the system in this phase of transformations
taking place on all levels. Important in this respect is a general "university
law" that the coalition government of social democrats and liberals intended
to pass through perliament in order to institutionalise the reform and give
it a common line for all German universities. (It must be remembered that
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culture in general falls in Germany under the Jjurisdiction of every member
state, not of the central government). Because of the difficulties met,

this law was dropped by the government and could not be discussed by parlia-
‘ment. Also important in this respect is the statement made on 21st July by
the Minister for Science of the Central Government, that "{the needs of the
economy (read capital) must play an 1mportant part in educational plannlng
of German universities."

It is for this reason that the motto under which the Students!
Communist Association (KSV) fight the reactionary university reform,
"erkdmpft das sozialistische Studium" (i.e, fight for a socialist education),
sounds somewhat silly and out of place. It implies the false assumption
that a socialist education could be realised within a capitalist fremework.
Mistaken also is the implied strategy that through changing the university
a change of society could be achieved too, although the KSV denies that it
follows such a strategy. On the other side stands the Action of Democrats
and Socialists (ADS), a2 group sympathising with the SEW (the communist
perty of the German Democratic Republic in Western Berlin) - its corresponding
part in Western Germany is the students! organisation "Spartakus" - who
contend that no radicalism can help, and that one should exploit the possi=-
bilities offered by the reform law. In between, with no quite clear cut
policies, stand the MLHs (university groups of Marxists and Leninists).

These policies show clearly the impasse to which the so-called
un1vors1ty reform has brought the students' movement. On the one hand it
set in motion some processes wnich helped the system to renew itself, and
on the other it realises now that what has emerged from this glorious
struggle, is at least not that wnich 1t had fought for. It is only now
that the powerlessness of the students' movement and the helplessness of
the "long march through the institutions" as a revolutionary way of changing
society have become apparent. The result is a split of the students'- move-
ment, disorientation (MLHs), integration (ADS), or adherence to utopian
goals (XSV). It could not be otherwise. For those who believed that they
could initiate revolutionary processes through the students' movement failed
to see that the mechanisms of .control of the system lie elsewhere, that the
universities are part of this system, and that the ruling classes have learnt
one thing at least, to be flexible and adapt the system to new situations.
The fundemental question is: How far does the Left objectively help them
every time in this?

IT

It is in this scenery that the case of Nandel appears as the most
characteristic eyample(lecﬁuo celebre) that brought to light the reactionary
character of the university reform. A whole number of other cases could be
mentioned as well as a series of other events that reveal the real goals
pursued by this reformatory movement. First was the decision of the govern-
ment of the city of Hamburg not to appoint as civil servants persons belonging
to radical groups of the right or the left. The decision was initiated by
the refusal to appoint an elementary school teacher because he was a .member
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of the communist party. On the 28th Janusry there followed the common de-
claration of the Bundeskanzler and the prime ministers of states that
extended the Berufsverbot (prohibition of exercising one's profession) of -
the Hamburger Senate to all other states. The peculiarity in the case of
Mandel is thet he had been proposed by the council of department 10 (economics)
of the Free University of Berlin as a unique candidate for the chair of
social policy by thirteen votes (one against and one blank) since his
qualifications ranked far above those of the other candidates. It must also
be remarked that the professorial bod;- has the majority in the department's
council according to the law. In this case the Senator for Science of
Western Berlin denied the appointment of landel not on the grounds of
missing qualifications (as had been the case previously in Merburg, for
example, with a philosophy professor) but on the grounds that liandel!s
political activity and theories are in contrast to the German Constitution.
The most spectacular was the prohibition on Mandel from entering West Germany
and West Berlin which was issued the next day by the Minister of Interior

of the Central Government in Bonn. Nost important in this respect is the
reaction of the students. Between a long lasting strike to paralyse the
university life (KSV) and a ore-day strike as a way of protest (ADS), one
agreed upon a one-week strike during which a congress with eminent speakers
was organised. That was all. University life continued afterwards normally!
The Handel affair must be seen consequently not only in the light of the
attack of reactionary forces, but also in the light of some decadence of

the student movement.

For the sake of history, it must be menticned that at the same time
as Mandel, appointment was also denied to Lef@vre in Department 11, who had
been one of the leaders in the student revolt of 1968. Professor Domdey
was denied the right to examine his students, Deppe and Wulff were not
accepted .for the Institute of Social Medicine, etc., elc., to name only
some other examples. Lately the reactionary forces in the Otto-Suhr-Institut
(for Political Science) that counts already three thousand students, have
been trying to dissclve it, the two parts out of this division being attached
to other departments on the ground that no cooperation can be a2chieved between
marxists and non-marxists! Behind such movements of the reaction is the
association of professors all over VWestern Germany called "Notgemeinschaft
fir eine freie Universitdt" (Necessity Association for a Free University)
that has initiated a campaign against the university reform. Its actions are
being {inanced by industry.

Recently there have been attempts to reanimate the once existing Bund
Demokratischer Wissenschaftler (Assqciation of Democratic Scientists), which
aims at gathering together all those persons who support the reform and are
against the politics and tactics of the Notgemeinschaft. It is important to
note that while members of the Notgemeinschaft are almost exclusively pro-
fessors, the members of the Bund are also recruited from among scientists as
well (working in so-called free institutes) and teachers. A congress was
held on 1st and 2nd July in Marburg, and a second one was decided on for the
coming autumn, Sections have been already formed in some cities. The
West Berlin section already numbers more than a hundred members.



Finally one should also mention the results of the elections held in
the last week of June for the constitution of the new university bodies.
While the position of the right is more or less determined by the law,
particularly as regards the position of professors, the left among the
students was once again divided. On the student side the candidates of the
ADS (Action of Democrats and Socialists) - the integratory left - were the
most successful.,

ITT

How it will go on? To repeat some of the thoughts already expressed
above: one should not estimate the university reflorm as more than it really
is, a readaptation of the system to the new needs and aspirations, in order
to avoid any danger. The contradictions within the ruling class as they
appear in the differences existing between the forces advancing the reform
and those denying it; are at this moment on the way to be levelled off
through administrative measures like the Berufsverbot or through denying
higher posts to marxists. To this levelling off helps also the end of the
revolutionary theatre of the Heinhof-Baader group, that lasted for almost
tvio years, damaged and discredited the left, strengthened the reaction,
found no echo either among the masses or among the students and can be
~explained only as the personal tragedy of the student movement that realised

at some moment its helplessness and the impasse it was brought to by the
idea at some time that society could be ohanged through conquering and
chanélng the university. .

. The only positive result of the university reform until now is, as

~ already stated, some intrusion of marxist theory in the curricula and the

appointment of some younger marxists as professors, although quantitatively
this is insignificant. The life of the middle personnel (assistants and
research fellows) has been hettered a little through confining the rights
of professors. It is out of this category of people that a renewal of the
professorial body can be expected. But one must be clear that all these
are only some small steps on the evolutionary way. It has nothing to do
with "revolutionary processes". How far then, in this respect, does the
Left, so long as it is no more revolutionary in the whole sense of the word -
and with all corresponding congequenoeu, become an integrated part of the
system, being the factor that lends flexibility to adapt itself to new
51tudt10ns, helps it out of its contrada tions, and has finally a stabilis-
ing effect on it? On thinking again over the student revolt we should pose
this question to ourselves and draw the necessary conclusions for practical
work. The dialectics of social phenomena cannot determine anything for the
future. But looking backwards in Berlin, how it all began and to what it
has developed, and, worse, what the perspectives at this moment are, the
above question, although hard, hardly fails not to be justified.
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THE TEACHING OF POLITICAL ECONOiY AT THE UNIVERSITY OF DAR ES SALAAM
by Lionel Cliffe (former Director of Development Studies)

and Peter Lawrence (former Lecturer in Economlcs)

University of Dar es Salaam,

1. The Context

In 1966 some 300 students at the University demonstrated against their
compul sory participation in National Service. President Julius Nyerere
correctly interpreted their actions as resistance to the country's socialist
aspirations by a privileged elite and promptly expelled those: who had de-
monstrated. In the aftermath of these events and of the 1967 Arusha
Declaration on 'Socialism and Self-Reliance', discussions were held sbout
the University that had allowed this to happen and about appropriate changes
in the still largely colonisl educational system. Suggestions that were
made included the introduction of political education to try to combat
elitism and changes in the orientation and content of other courses taught
at the University.

. By 1969 two major changes had been made. First the introduction of a
course in 'Development Studies', compulsory for all students in the University
and intended to explain 'underdevelopment! and the rationale for Tanzania's
strategy for getting out of that condition. Secondly, the Economics Department
developed a new syllabus and began to hire staff on the basis of their
socialist comnitment. While the Development Studies Course was taught as a
practical application of Marxian theories of underdevelopment as they applied
specifically to the Tanzanian case, the Economics sylleabus became a theoretical
companion in Political Economy. At a time when students in the developed
centres of the capitalist world are rejecting neo=-classical economic ortho-
doxy and seeking to get more Marxist courses established, it seems useful to
present our experiences as teachers in an ex=-colonial University modelled on
the British pattern trying to implement these courses.

2. The Courses and their Structures

Development Studies is a two=-year course taught over the first two
terms of each year. Its aim is to achieve an understanding of the causes of
underdevelopment and to discuss socialist solutions. Basing itself on the
thesis that these causes lie in the historical relationship between the under=-
developed countries and capitalist imperialism, the course involves an
examination in historical perspective of the totality of that relationship.
Hence the first year is devoted to a study of pre-colonial society, feudalism
and capitalism in Europe, the rise of imperialism, a study of the colcnizal
system, the experience of socialist countries and finishes with an analysis
of the nationalist movements and the process of 'de-colonisation' (or !false
de-colonisation'). The second year involves a study of the contemporary
problems and policies of East African society and economy, with the emphasis
on Tanzania and its attempts to build socialism. Students are organised
into workshops to examine specific areas = Industrialisation and Rural
Development strategies in soclalist countries, culture, the role of women,

science and technology policy, etc., = in order to give them a chance to

combine the theory with practical problems, but within a total interdisciplinary
framework, rather than from the mystifying separatism of bourgeois social science.
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Changes in the economics syllabus involved the introduction of a first
year course in Political Economy, which is taken by most first year Arts and
Social Science students. The course dealt with the different modes of pro-
duction, the lebour theory of value, production and reproduction, the dynamics
of capi#lism and imperialism, and the transition to socialism and then tried
to relate such basic theoretical issues to the East African countries. The
concepts of supply and demand, perfect competition, etc., were introduced
within the:context of the overall approach and,needless to say, not much
time was spent on them. In the second and third yesrs, students took a
course in Economic Theories, taken and analysed historically1, The Political
Economy of Development, Economic Policy and Plenning as well as the usual
options (Agricultural and Industrial Economics, Finance, etc.). These
latter, of course, had to be taught from a, d&ifferent perspective which in
effect required the teachers to write their own coursebook as they went along:
the material and to relate to the underdeveloped, African. situation and not
developed capitalism, and had to discuss industry, agriculture, labour,
finance or whatever in the context of their socialist transformation.:

%o The Problems

~ Not that this was easy. Development Studies, responsible for teaching
two-thirds of the University (i.e. 1,200 students) at any one time was '
always short-staffed?, thus depended on help from other departments (partlcularly
Economics) and could not always rely on the political commitment or the
philosophical outlook of the volunteers(although conversely there was a use-
ful learning effect on some of the young Tanzanians who were drafted).
Secondly, there were problems in teaching the totality of the imperialist
mode of production historically in the time available. Thirdly, Development
Studies was an addition to the existing curriculum, was seen by many students
as an added burden, and also had to try to cut its coat to suit what was
being taught in the disciplinesz. In fact, it was only with the introduction
of a new course structure for the whole of the Faculty of Arts and Social
Science that the course (renamed East African Society and Environment but
with the same content and approach) was placed at the core of the first year
teaching programme (at least in the social sciences) - and given proper
weight, thus emphasising the centrality of the interdisciplinary approache.
Fourthly, methods of teaching of necessity could be little different from
the large lecture (200 students plus) and the seminar (20 students) of other
subjects. The 'workshop' formula was introduced as an attempt to focus on
applied problems of socialist transition and thus change method, getting
students to organise their work in groups. Ways of achieving a more revolu-
tionary teaching structure to fit a revolutionary course continue to be
discussed. But beyond this, one must even question whether the aims of
understanding or commitment can be met while ever the learning process is

1 - It was for this that our former colleague, Tomas Szentes, then head of
the Economics Department, wrote his book, The Political Economy of
Underdevelopment, (

2 As a result of right-wing admlnlstratlve and academic opposition to the
' Course,



confined to the campus; on the practical level, most of the future public
enterprise managers have never seen the inside of a factory and, more
generally, one must confront the fact that the main obstacle to socialism
within the country is the extent to which .the elite has lost touch with the
masses. Never was there a greater need to combine practice and theory!

Problems of content and interpretation accompanied these organisational
problems. Students in both Development Studies and Political Economy and .
some of the staff initially questioned the relevance of the study of feudal
Europe or any non-African material and further endorsed the popular myth
that Marx is only relevant to nineteenth cenbury . Europe and not to con-
temporary Africa. This problem was accentuated by the absence of a suitable
textbook which introduces the Marxist method by treating of problems that
are within African students' experiences. Duplicated materials selected
from introductory texts, such as Eaton's Political Economy, which is out of
print, had to be used and were supplemented by odd references to Lange,
Sweezy, Mendel and Capital itself. Thus it was only at the end of the
course that students were able to fit all the pieces together and see the
point of studying each part of the whole. Political Economy students reared
on the A-level Cambridge syllabus (i.e. Benham's Economics) questioned this
'socialist economics', demanding in a letter to a newspaper after only the
second week more of the 'other side'. They got it and were able and happy
- to reject it at a later stage. ' '

Certain issues had to be dealt with in an open-ended way either
because they were controversial in the political context of Tanzania or
because they were.unresolved or even ignored within the socialist intellectual
tradition: whether (in fact) pre-colonial Africa was classless, and how in
- any event one characterises the pre-contact social formations (not slave,
scarcely yet feudal, a uniquely 'African mode of production'3); to what
extent do the origins of 'underdevelopment! in Africa date back to the
mercantile, pre-colonial period™ and what then is the explanation for the
'new imperialism' that broult colonial rule to Africa? What, indeed, is
the economic basis for modern imperialism itself, and is underdevelopment
an inevitable concomitant of the 'unequal exchange' or merely a product of
the particular agricultural-industrial division of labour which has marked
Africa's most recent relations with the West? As one turns to the problems
of the transition to socialism, other problems of treatment are posed: how
does one present a brief but not oversimplified, non-sectarian, critical
but not negative evaluation of socialist experience elsewhere? In trying
to explore the prospects before Tanzania, onc is forced to venture into
areas which have not been pronounced upon by official policy and which
raise basic issues, such as the nature of industrialisation strategy, the
revolutionary potential of African workers as. opposed to peasants, the
weaknesses and possible advantages of a nationalist party, and even more
generally whether a socialism in a single African country is at all a
possibility.

3 In fact, a Hungarian socliology colleague explores this possibility -
Ivan Varga: 'African Mode of Production’, Universities of Eastern Africa
Social Science Conference Paper, 1970,

4 Another colleague, Walter Rodney, has outlined the significance of this .
earlier period in a series of articles, The Roots of African Underdevelopment,
shortly to be published in book form,
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Lo The Results

Generally, the students appreciated the new courses, though as pointed
out to them in one concluding lecture their new awareness might merely make
them better equipped to defend their elite privileges rather than to take
their place at the vanguard of the revolutionary forces. However, when some
academics launched an attack on Development Studies, they were repelled by
the students' body and the more radical, University branch of the TANU Youth
League, as well as by a large number of staff. However, the move towards
new courses had been largely expatriate~led, albeit with some Tanzanian
support from inside the University and a good deal more from outside = although
many progressive Tanzanians tended to write off the University as beyond re-
demption. Since the Right was not able to remove the courses, they did the
next best thing and began to pick off the lecturers one by one as their
contracts came up for renewal, using the chauvinist 'expatriate plot!.bogy
to mobilise several hitherto progressive Tanzanians into full or tacit
support. This was especially easy after the University crisis of 19741 in
which the Administration had been attacked by the students (unlike 1966,
this time from the Left) - and to make matters easier for the nationalists
they were led by the Kenyan President of the Students' Union. The Tanzanian
right-wing academics seized their chance to deflate the impact of the first

_year courses and of Development Studies by introducing such new social

science courses as Comparative Economic Systems, Theories of Planning and
Planning Experiences under Socialism (as though there was any other relevant

Y

_sortl), in an Economics Department now led by & Harvard-trained Tanzanian.

Staff in that department are now hired to teach these and other courses on
the sole criterion of mathematical ability or degree level. In addition,
the Rockefeller and Ford Foundations and moving back into the University,

_ especially in the field of Economics, to give financial support to the

reaction - both by financing posts and personnel to teach and research in
Tanzania and by financing Tanzanian students to study in the United States.
These foundations have also made a determined effort to move in on the all-
important post-graduate programmes in Economics that have been organised
for national planners.

We learnt a great deal from teaching these courses and in particular
from being required to try to unite the theoretical underpinnings to the
practical problems which Tanzania faces. As a group of 10 to 12 radical
academics from Eastern and Western Europe, North America and Africa, we were

_able to work, read, write anddiscuss together in a unique atmosphere of

international cooperation. Those of us who now have to go back to the UK
or vwho (as in our case) have returned, plan to continue our work in the
context of research and propaganda on Imperialism together: first in trying
to meet the need we experienced for material written from a socialist
perspective which is clearly relevant to Africe and the Third World, and
then specifically to help arm British revolutionary movements with informa-
tion and insights. Indeed, this report constitutes our first collective
endeavour in this field.
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H.W. Arndt, The Economic Lessons of the Nineteen-Thirties, Frank Cass, reprint

1972, &£3.50. :

If the state i1s a committee of the whole bourgeoisie, then Chatham House
(thé'Royal Institute of International Affairs) is a seminar of the whole
bourgeoisie. It organises (often 'secret') meetings and discussions ana-study
groups of capitalists, the press, foreign office and other government officials
and academics on a wide range of political and economic topics. One of these
lengthy study groups in the late 1930s, the Economic Group of the Chatham House
Reconstruction Committee (which aimed to help reconstruct capitalism, not
Chatham House), decided to prepare a long report on the economic lessons of the
crisis of the 1930s. The original intention was for an agreed report of the
whole Committee on the lines of other Chatham House documents. There was so
much disagreement, however, about the report which was produced by H.W. Arndt,
secretary of the Group, that the Council insisted not only thét it should be
published under his name, but also thét other members of the Group should be
permitted to add notes of reservation.

This is an unpromising origin for what turned out to be and remains the
best general study in English of.the crisis of the 1930s, now available again in
a. timely reprinting. . The book beéins with a brief survey of the 1920s, followed
by an examination in turn of the domestic and foreigm economic policies of the
United States, Britain, Prance and Germany and a brief'note on the Swedish
recovery policy. There is then a chapﬁer on internétional action in the economic
‘field bétween the wars; and the book ends with an examination of the internal and
international lessons of the crisis. ‘

The great virtue of Arndt's study is its comprehensiveness. He has
synthesised a gigantic amount of information about the world economy and the
major cépitalist countries and presented it in an accessible and very readable
form. And the main reason for reading the book now is to find out what actually
havppened.

But the presentation of the facts is naturally determined by theory. Arndt's
theorgtical perspective is not very explicit. Impliqitly, however, he sees crisis
asan inevitable consequence of the {instability which is inherent in the operation
of the market mechanism'; and the particular crisis of the 1930s, though he
presents a very complex view of its causation, was basically the outcome of the
disequilibrium in the capitalist system produced by the first world war and.the
inability of the gold standard in the new epoch of capitalism to maintain
stability.

"Unlike most bourgeois eoonomists,‘howeyer, Arndtldoes not see the crisis és
being exclusively a crisis in thé international system of trade and payments,
but as a very complex interaction of national and international problems in the

capitalist system. And in seeing the national elements in the crisis Arndt is
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aware of the impossibility of dividing economic and political factors in the
causation of the crisis as well as in the solutions which the bourgeoisie sought
for it. For instance, of Germany Arndt observes that 'frightened by the prospects
of revolution from the Left, big business helped to instal Fascism in power.'

And of France, 'the destruction of the Front Populaire at the hands of the
Conservatives left the industrial working class resentful and embittered and

left the direction of French industry and finance in the hands of men who, while
able for a time to run the economy successfully on their own terms, were prepared
to deliver themselves up to Hitler rather than risk the danger of another attempt
from below to oust them from their position of privilege'.

All this was not éurprisingly too much for some of the members of the
Chatham House Committee to stomach. And on their béhalf Sir Andrew Macfadyean
(director of a number of imperialist companies in S.E. Asia and a prominent |
‘Liberal), with the support of Professor A.G.B. Fisher (later an economist with
the I.M.F.), wrote a retching concluding note. Arndt, he said, was oversimplifying
complex political eventswhich might offend %renchmen. The study was, he implied,
'unconsciously tedentious'. 'It is quite gratuitous', he goes on, 'to represent
that failure (the crisis) as the weakness of laisser faire or of free entérprisé
and market forces'. Naturally what worried Macfadyean most, as a representative

‘of international capital, was Arndt's recomméndation for the general planning of
international trade (as well as of domestic capitalist economies,) after the war
as the only method of holding the inherent instability of the system éf bay.

Although he had a holistic view of the national and international, political
and e :conomic elements of the crisis, and while he recognised the importance of
class forces, Arndt was not a Marxist. The intellectual influences on him were
mostly from Keynes, though he was not a Keynesian who believed that tﬁe system
would work given merely enough state spending and international credit. He
believed it required thoroughgoing planning and he fails to come to grips with
the political changes which his policies implied. Nonetheless the .book is very
stimulating and given that no Marxist has yet managed a better comprehensive
analysis of the 19303 it should be read by all socialist economists, especially
now at a moment when the rapid development of a new capitalist crisis makes it

imperative to understand the last one.

Bob: Sutcliffe.
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British Capitalism, Workers and the Profits Squeeze by Andrew Glyn and
Bob.Sutcliffe; Penguin Special 55p.

A1l economists should periodically sit back, unplug their calculating
machines, and take stock of what they are doing. And this applies to Marxist
as well as to bourgeois economists. It is all too easy for economists on the
Left to become complacent and self-satisfied about their work., While bourgeois
economists are churning out ideology, we are busy exposing it and providing
scientific analyses. While they are representing the interests of capital, we
are fighting for the working class, The problem is Jjust how our work relates
to the class struggle. :

0f course, "without revolutionary theory there can be no revolutionary

movement", and sound strategy depends on sound analysis. All theory may re-
present "an intervention in a particulear conjuncture", but the problem is to
sort out the importance of the intervention. Apart from the quality of the
theory two other important considerations spring to mind. First, the relation=
ship between a particular piece of analysis and any concrete politicel practice
can be a very mediated one. Thus it is hard to see, for example, how the
outcome of disputes about whether there is a unique quantity of socisally
necessary labour time embodied in a commodity with a particuler price of
production will affect the contemporary class struggle. Secondly, there is
- the question of when the analysis is produced. If we can understand a
historical process at an early stage in its development, we are more likely

to be-able to intervene successfully. Thus economists should always be
. thinking about how their interpretation of the world is going to help to change
it. If our analysis has no relevance to political practice, it is onanistic,
and economists, like philosophers, have a tendency to come post festum.

o

British Capitelism, Workers and the Profits Squeeze is 2 piece of analysis
which does constitute an important intervention. Andrew Glyn and Bob Sutcliffe's
work is the first serious analysis of the current crisis of British capitalisnm
and the book is the first presentation of it that is likely to have an impact
on the class struggle. They have prcduced an analysis of a concrete crisis at
an early stage in the development of that crisis and consciously worked at
presenting the analysis in a form that will enable it to play a role in
determining the outcome of the class struggle. (At least half the work put
into turning the original New Left Review article into a book was directed at
making the analysis comprehensible to people without an academic economic
background). This point about practical relevance can be nicely illustrated
by reference to the Industrial Relations Act. The book continually stresses
the importance of the Act, against the mainstream of academic economists and
industrial relations experts (though not militant trade unionists). When it
became available on the bookstalls, five dockers were in Pentonville, and the
Sunday Times ended their review by saying the CBI had better read it before
Bernie Steer did. It is in this light that the book should be seen, and the
importance of producing a popular readable account quickly should be offset
against its weaknesses and limitations.

Glyn and Sutcliffe present detailed data to show that the share of
profits in value added for the company sector nearly halved between 196l and
1970 (21.2 per cent to 12.1 per cent), and ‘the rate of return fell almost
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equally drastically over the same period (pre-tax 13.7 per cent to 9.7 per
cent, post-tax 7.1 per cent to 4.1 per cent). The account of methods of
measurement employed is satisfactory, and I think they show conclusively that
‘a fall of that order of magnitude did occur., They then produce a thesis to
explain the 'profits squeeze' and attempt to test it by regression analysis,
Their argument is, crudely, that the period was one of intensifying competition
internationally, and of increasing wage militancy at home. Firms were forced
to concede wage increases which they were unable to pass on, in total, .in
higher prices. Hence their profits suffered. The regression analysis con-
centrates on assessing the effect of changes in three variables on profits;
wage increases (both rate and rate of acceleration), world export prices (as
a proxy variable for international competition) and the level of output and
productivity (to assess how much stagnation and reduced capacity utilisation
are responsible).

The use of standard regression analysis for the third variable (output)
is illegitimate, since profitability and the level of capacity utilisation
and rate of -growth are clearly codetermining to a significant extent, and
there is no sound a priori reason for thinking thet there is a uni~directional
causality from the level of capacity utilisation to profits. Clearly, one of
the major determinants of the level of’capacity utilisation is profitability.
However, this strengthens rather than weakens their main argument (that the
fall in profitability is to be ‘explained by wage pressure and international
competition, and not by stagnation), since the small amount of the fall in
profits they attribute to stagnation is, if anything, an overestimate. (As
the degree of stagnation was in large part brought about by the fall in
profitability).

€

There are clearly much sounder reasons for thinking that wage increases
and profits and world export prices and profits are not codetermining in the
same way, and for making a priori assumptions about the direction of -causality.
In general, the evidence here bears out their hypothesis very well. There
are three relatively minor exceptions. These are that although profit shares
tend to rise when world expor?t prices rise, the effect is apparently not more
significant in the countries and sectors most exposed to international com-
petition, that a rise in import of manufactures into the UK in relation to
UK output of manufactures is correlated (fairly badly) with 2 rise in the
profit share, and that for individual industries in the UK there 'is no apparent
relation between those most susceptible (in terms of profits) to wage pressure
and those most exposed to international competition. The explanation given
for the first and third of these exceptions is the crudity of the data avail~
able (especially the fact that no data of world export prices by industry was
- available). The second is explained as a reaction. UK firms raise their
prices because their profits are hit, which causes a switch towards foreign
manufactures by UK buyers. As things stand, none of these exceptions are
serious objections to the basic theses, although if calculations done with
world export prices by industry failed to show any correlation between the
intensity of competition, wage pressure and profitability in those industries,
the argument would be seriously damaged. A final minor point about the
statistical evidence is that one reason why profits net of depreciation have
fallen so drastically is lat depreciation has become a higher proportion of
gross profits. This is shown in an appendix, but no mention is made.of it in
the text,



Where the book is weakest is on the theoretical level. It does not
provide an adequate explanation of why the 'squeeze! occurred when it did.
There are partial answers. The authors argue that the squeeze was going on
more slowly in the 1950s, and the late 1960s saw an intensification rather
than a wholly new situation. They explain the intensification in terms of
expectations of a steadily rising standard of living, born of the long boom,
which were not relaxed when growth fell; an intensification of competition
internationally when profits began to be hit in a number of important
capitalist countries; and a period of severe weakness on the part of the
British state (basically the last months of Lebour's period in office and
" the change-over to the Tories).

An adequate theoretical account would entail explaining the post war:
boom. (Again, there is the nucleus of an explanation based on Fascism
succeeding in establishing a high rate of exploitation in Germany, Italy and
Japan, and trade liberalisation and interpretation of capitals 'exporting®
this to the rest of the advanced capitalist world). It would come firmly to
grips with the ‘'standard' theories of crisis based on an increase in the
organic composition of capital. (The fact that the share of profits has
fallen as drastically as the rate shows that this cannot adequately explain
the current crisis, since the classic model shows the rate of profit falling
because of a rise in the organic composition with the share remaining unchanged).
And, finally, it would deal with theories of the role of the state; both the
Keynesian and the arms economy models,

It is especially disappointing that the theory is not.brought to the
surface and developed more because it contains, I think, the basis of a more
profitable (Eiﬁ) approach to post war capitalism than any of the other schools
of thought. Perhaps the next CSE conference will come to grips with this.

Finally, the book examines the various courses of action available to
both capital and the state to reverse the decline in profitability. It con=-
cludes that all methods contain serious contradictions (most have already
been tried and have failed) and that an increasingly serious attack on
organised labour can be expected. This is likely to centre, at least while
the Tories remain in office, on legislation. If the working class are not to
suffer a serious defeat (a fall of around £2 a week in real wages on the purely
economist level), they must develop a socialist perspective and seize control
of the means of production and state power.

John Harrison



Review article

IMPERIALISH AND THE ACCUMULATION OF CAPITAL1 by David Yaffe

The appearance of two major essays by Rosa Luxemburg and
Nikolai Bukharin in English trenslation, more than forty years after they
were first published in German, at last, gives some indication, to non=-
German readers, of the important debate that took place within (and beyond)
German Social Democracy from about 1913 to 1930. The only widely known
summary of the discussion on the Marxian crisis theory and *breakdown' con-
troversy is in P. Sweezy's Theory of Capitalist Development published in
1942, Henryk Grossmann's major contribution and survey of the issues in
Das Aklumulations = und Zusammenbruchsgesets des kapitalistischen Systems,
1929, has still not been translated into Inglisn. Quite clearly, a re-
examination of the major issues is called for. It is therefore important
that Allen Lane (Penguin Press) has seen fit to publish two of the major
contributions in book form, with an introduction and biographical notes by
Ken Tarbuck.

Rosa Luxemburg's Anti=Critique, written in prison in 1915 and not
published until 1921, is her answer to the heated controversy, in the German
Party press and elsewhere, generated by her book The Accumulation of Capital,
1913, Nikolai Bukharin's Imperialism and the Accumulation of Capital written
in 1924 is a direct attack on both the ideas expressed in the Accumulation
and the Anti-Critique. Despite his sharp and devastating attack on
Luxemburg's position, Bukharin, nevertheless, recognised and acknowledged
Luxemburg's significant contribution to the revolutionary movement.

"She has raised the question abolt the necessity of imperialism
and in general answered it properly, although her answer was
based on theoretically wrong arguments :. e oo It represents
a daring theoretical attempt; it is the deed of a brilliant
theoretical intellect."

LN
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What he refers to is her revolutionary approach to the p}ablem. She under=
stood clearly that this discussion was about the foundations of scientific
socialism. As she had earlier pointed out,

"If the capitalist mode of production can ensure boundless

" progress, it is invineible indeed. The most important
objective argument in support of socialist theory breaks downj
socialist political action and the ideological import of the
proletarian class struggle cease to reflect economic events,
and socialism no longer appears an historical necessitys"2

To show the limitations of capitalist expansion, she developed a theory that-
saw non-capitalist social strata and countries as the key to that expansion.

"Thus capitalism expands because of its mutual relationship -
with non-capitalist social strata and countries, accumulating
at their expense and at the same time pushing them aside o
take their place. The more capitalist countries participate
in this hunting for accumulation areas, the rarer non-capitalist
places still open to the -expansion of capital become and the
tougher the competition; its raids turn into a chain of economic
and political catastrophes: world crises, wars, revolution."(p 60)
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Since capitalist accumulation needs, according to Rosa Luxemburg, an
additional market outside that provided by capitslists and workers, the
necessity to expand into non-capitalist markets follows (p 80). Imperialism
becomes an historical necessity and follows from the requirements and con-
ditions of capital accumulation. Those who- deny the phase of imperialism
as an historical necessity, those who say that capitalism deoes not require
imperislistic and militaristic expansion to survive, logically at least,
are driven towards reforumist conclusions. Tactically they call for a fblect
of the proletariat with broad sections of the bourgeoisie in order to
'moderate! imperialism, to contain it by ‘partial disarmament! and so on.
The final confrontation between the proletariat and capitsl is converted
into the 'utopia' of historical compromise to 'moderate! the imperialist
contradictions between capitalist states (p 148).

This latter.point is of great significance. It shows the importance of
a correct theoretical understanding of imperialism. Unfortunately,
Rosa Luxemburg's theory is untenable. A consequence of it, as Bukharin
points out with considerable effect, is that the fight for territories that
have already become capitalist or that are already 'occupied'! is not imperial-
ism according to her definition (p 253). Her theory cannot also explain why
the export of capital from one capitalist land to another capitalist land
takes place and, indeed, today has become cne of the more important features
of modern capi‘talism.3 Her examination of international loans to Egypt in
the Accumulation of Capita14 points to very different conclusions than those
suggested by her analysis. The historical evidence, far from showing how
surplus-value produced in the capitalist lands is "realised! (in the
Luxemburgist sense), tells us how the export of capital helps to produce
additional surplus-value in non-capitalist lands and how this is returned
to the old~-capitalist countries through interest payments, etc. She
actually says, "the greater the debt to European capital became, the more
had to be extorted from the peasants". It is precisely this kind of '
phenomenon that her theory camnot explain and which dis in direct conflict
with her point of view.

- N
Bukharin particularly stresses the role of the export of capital in his

own analysis. His explanation is very different to Rosa Luxemburg's. The

question remains: does his analysis satisfy the two criteria that he quite

clearly accepts, S ’

(i) that there is a long-term secular tendency towards 'break-
dovn' in the capitalist system,” although Rosa Luzemburg gives
no adequate explanation of this.

(i1) that imperialism is anhistorical necessity.

Unfortunately, Bukharin has a number of explanations for both crises
and imperialism, He is never particularly clear and his points are sometimes
so general that we camnot deduce a consistent theoretical framework.

Crises, we are told, stem from the disproportion of social production
and the factor of consumption forms a component part of this disproportion-
ality. This is the view of Marx, Lenin and the orthodox Marxists (and
presumably Bukharin) (p 225). If this disporportionality could be overcome,
then clearly crises would disappear (a position held-by Bauer and Hilferding).
The difficulty, though, for capitalism lies in its anarchical structure, in
which, of course, production is not controlled (p 216). In another place,
.while maintaining the mutual dependence of production and consumption, he states,
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"Once labour-power has entered intc cowmodity circulation . o °
the contradiction between use~values and exchange=value appears
here in the shape of the contradiction between the production
of surplus-value, which strives for boundless expansion, and
the limited purchasing power of the masses, who are realising
the value of labour~power. This conbtradiction finds its
solution in crises." (p 234)

This is an underccnsumptionist position. And, finally, in order to cover
all possibilities, he relates the expansion of capital to the movement of
profit, its amount and rate (pp 254-255, and pp 261=-262), 1In Imperialism
and World Economy, he talks of the tendency towards lowering the rate of
profit and his theory of imperialism rests on the attempt to achieve
higher rates of profit. He clearly needs some such theory to explain his
assertion that 'disturbances® which are fimminent' for capitalism are

'done away with' periodically only to reappear stronger periodically (p 265)
but this is not forthcoming in Imperialism and the Accumulation of Capital.
A1l we are told is that capitalist society is a 'unity of contredictions'
and the process of expanded reproduction is a process of expanded repro-
duction of these contradictions ( p 264). This is clearly true, but no
explanation of precisely the tendency he ought to explain. »

His explanation of imperislism is likewise, at times, eclectic, and,
at others, unconvincing. Nevertheless, there is a wealth of ideas that can
contribute to the discussion today. The critical point is’ tc understand
that it is the export of capital not commodities which is the distinguishing

et

feature of modern imperialisw. He quotes Marx with approval in saying,
0

"If capital is sent abroad, this is not done because it
absolutely could not be applied at home, but because it can
be employed at a higher rate of profit in a foreign country",
(Capital, Vol. III, p 251, Moscow edition), o

So ‘that capital is exported because it gains an additional profit (p 245).
This is made more explicit in Imperislism and World Economy where it is the
race for higher rates of profit that is the motive power of world capitalism,
and lower rates of profits are -said to drive commodities and capital further
and further from their 'home'.

LiKewise, foreign trade can yield a surplus profit for the advanced
country, due to the productivity differentials of the goods exchanged (p 245) .
This is the basis of the theory of Unequel Exchange./( _ S

In Imperialism and World Economy another factor is mentioned; the need
to avoid and take advantage of tariff walls., Insofar as capital has been
imported and begins to function in the foreign country as capital, it re-
ceives as much 'protection' from the tariff as the capital of native business-
men. This is sald in turn to cause a tremendous increase in capital export.

. In all these points it should be stressed that whenjBukhasm speaks of
caymtal he refers to its specific characterisation as finance capital.
This must not be confused with money capital for finance capital is charac-




terised as being simultaneously banking and industrisl capital. Rosa
Luxemburg failed to recognise the concrete, historical form of capital in
the epoch of imperialism (p. 253). There is berely any mention in her

ma jor work of the' treatment of cartels and trusts®(p. 252). She canrniot
therefore understend the struggle of the big monopoly capitalist organis-
ations and the extension of imperiaslist operations not only to the non-
capitalist world but also to capitalist territories and the foreign terri-
tories of finance capital. 'The struggle has changed from a mere fight for
the distribution of the agrarian countries into a division of the world'

(p. 254).

This point is correct and yet it nevertheless shows the weakness of
Bukharin's own position. Why should capital move across national boun-
daries to different advanced industrial nations. Is the rate of profit
significantly higher on average in Burope or America, than in Japen (taking
into account risk, transport costs etc.)? Capital will certainly seek
areas of higher profits but can this really be the general explanation of
the movement of capital between advanced industrial countries?

In his three fundamental motives for the conquest policies of modern
capitalist states Bukharin is nearer the answer. They are increased com-
petition in the sales market, in the markets for raw materials, and for
spheres of capital investment. ” But it is precisely this increased competi-
tion and the form it takes that has tc be explained. To do this we need a
systematic explanation of the Marxian crisis theory and this, nowhere,
Bukharin produces. The rest of this review will examine the Marxian theory
of crisis and, in perticular, the role of the reproduction schema in that
theory. It will then attempt to give a framework for discussing imperial-
ism based on the theory of crisis.: o S

N

Rosa Luxemburg in her discussion of the Reproduction Schema of Volume
IT of Capital was critical of them on two accounts.

1. These precise rules laid dowvn for the relations of Department I (means
of production) are gained at the cost of any kind of principle in construing
these relations for Department II (means of consumption); and this calls for
a revision of the immanent connections revealed by the analysis.

2. The problem that is posed and left unanswered in the second volume of
.capital ~ to show how accumulation takes plece under the exclusive rule of
capitalism - is unsoluble. Accumulation is simply impossible under such
conditions (p. 145). - Therefore Marx's assumption in the 2nd volume of -
capital of a society of only capitalists and workers has to be criticised.

Not to do this means that we cannot explain imperialism.

The first point is a technical one and Rosa Luxemburg is clearly wrong.
Bukharin shows there is a strict equilibrium relation 1if expanded reproduc-~
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tion is to take place. "That is

vy tecq *ry T Gp Py, (2 158))

Subscripts 1, 2 denote departments. ¢ is constant capital consumed in the
production process, v is variable capital and s is surplus value. << is
capitaelist consumption,'?E_represents the part of the surplus value which is
destined for accumulation. B o1e? ?520 and ibiv”TZV’ are parts of the

accumulated capital turned into constant capital and variable capital respec-
tively. It can be shown that if we follow Marx and assume equal rates of
exploitation in both departments, and unchanging organic compositions and rates
of accumulation in succeeding production periods for both departments then:-

21 B2 _ 2 .0~
51 .32 62+V2 ‘ C1+V1

That is, that the rates of accumulation in both departmenés are inversely pro-
portional to the organic compositions.12 Rosa Luxemburg was indeed wrong.

Rosa Luxemburg's second point is wrong because she does not understand
the role of the reproduction schema ir Marx's total conception. In these
schema Marx shows the necessary relationships that must hold between the two
principle departments if the process of simple and extended reproduction is
to continue undisturbed. His aim is to show that the exchange relations bet-
ween the two departments must be in accordance with regard to their yalue as
well as use-value side, if the equilibrium conditions of-the reproduction of
total social capitel are to be maintained. Supply and demend are perfectly
balanced and Says law of markets is presupposed. In this sense, as
Rosdolsky has pointed out, the reproduction schema can be_regarded as a (pro-
visional) solution to the so-called realisation problem.13 They indicate
the necessary relations for equilibrium. In other words Marx shows that if
_certain conditions of proportionality in the exchange between the two depart-
ments are observed, all commodities are sold at their value and no over-pro-
duction of commodities would occur. That is, the general cause of the cap-
italist crisis does not lie in the circulation process.

The general theory of capital accumulation developed in volume I of
capital shows that even if all goods sold at their value, and Say's law could
operate, crises and ultimate breakdown would follow.'™ The law of the fall-
ing tendency of the rate of profit is the kernal of Marx's theory of crisis.’
He himself called it 'the most important law of modern political economy' and
it forms the basis of any real understanding of imperialism.

It is interesting to note that even Bauer's schema discussed somewhat
dismissively by Rosa Luxemburg (p. 90 ff) eventually break down due to a shor-
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tage of surplus value if an attempt is made to keep the departments in equi-
librium. Outside Rosa Luxemburg's correct criticism that Bauer has some-
how managed to assume technological progress and a constant rate of surplus-
value, her other points are of little consequence (p. 98). It took
Grossmann's analysis and extension of the Bauer schems for 35 periods of
production to show that Bauer's system will break down due to a lack of
surplus-value,16 - The passage quoted from capital volume III by Bukharin

(pe 244~5) to show that his argument that capital invested in foreign trade
can yield a higher rate of profit was accepted by Marx, is just in that sec~
tion concerned with counteracting tendencies to the fall in the rate of pro-
fit. And yet Bukharin does not give the impression that it is precisely the
tendency of the rate of profit to fall that forces capital to seelt other out-
lets of surplus-value elsewhere. It is not merely a question of secking
higher rates of profit but of seeking additional surplus-value in order to
capitalise investments already made. This means that capital must maintain
its share of old markets and fight for a share of newly expanding markets,
wherever these markets are. Bukharin comes nearest to recognising this when
in Imperialism and dorld Economyl/ he discusses the absolute over-production
of capital.

'The export of capital from a country presupposes an overproduction of
capital in that country. The over-production would be absolute were the in-
crement of capital to yield nothing from the capitalist point of view, name-
ly, if capital, ¢, having increased to c+Le, were to yield as much profit
as it would without the incrementAc. ., For the export of capital, however, it
is not necessary that over-production should have reached that limit'.

But, as Marx points out, the same laws produce for social capital an in-
crease in the absolute mass of profit and a falling rate of profit. So long
as c+Ac yields a greater profit than ¢, then accumulation is possible. 1%
is not merely that monopoly organisations can overcome the tendency of the
rate of profit to fall by receiving monopoly superprofits at the expense of
the non-trustified industries. Marx puts it more generally.

L]

¥ 4. fall in the rate of profit connected with accumulation necessarily
calls forth a competitive struggle. Compensation of a fall in the rate of
profit by a rise in the mass of profit applies only to the total social capi-
tal and to the big, firmly placed capitalists. The new additional capital
operating independently does not enjoy any such compensating conditions. It
must still win them, and so it is that a fall in the rate of profit calls forth
a competitive struggle among capitalists, not vice versa.'18

Capital has to expand in order to 'realise' investuments already made.
‘This accentuates the tendency of the rate of profit to fall and therefore in-
creases the competition for the mass of profits produced. Large capitals are
in a stronger position to hold their own in this struggle but as capitalism
develops this competition intensifies, It is only on the basis of such a
theoretical framework that we can understand why the struggle for advanced



country markets has become a central feature of imperialism today.

A feature of this tendency and the increasing concentration and cen-
tralisation of capital is the necessity of large firms to attempt to plan
their production, markets, inputs etc. inspite of the anarchy of capitalist
production, Nationally, this involves the increasing role of the state in
the production process, both as buyer of the products and with subsidies to
help firms exporting. With any downturn of production in the world economy
this increases the world over-capascity of the industry in question. The
shipbuilding industry is an acute example of this situation. Likewise raw
material resources have to be planned and organised against risks of exhaus-
tion, nationalisation, and other factors. Similarly markets have to be
maintained and often the state will come to the defence of the national in-
dustry to secure these markets for domestic capital. Countering this pro-
cess there is an increasing tendency towards the internationalisation of
capital, as capital attempts to break out of the narrow linmits of the nation
state in search for additional profits and markets elsewhere. All these
features and contradictory tendencies belong to modern imperialism. But to
wderstand them we need to locate these developments within the framework of
Marx's general theory of capital accumulation. The appearance of Imperialism
and the Accumulation of Capital is a major contribution to the clarification
that is necessary. The review has been a critical one but it recognises
'the daring theoretical attempt' of both. authors to understand and lead the
fight against imperialism.

Institute of Development
Studies,

University of Sussex,
October, 1972,

Notes

1. Rosa Luxemburg and Nikolai Bukharin. Imperialism and the Accumulation
© of Capital. Edited with an Introduction by Kemneth J. Tarbuck. - Trans-
lated by Rudolf Wichmann. Allen Lane, The Penguin Press, 1972.

2. The Accumulation of Capital. Routledge & Kegan Paul 1963, p. 325. See
also Anti-Critique, p. 76. . '

'3. For an interesting analysis of this tendency see Bob Rowthorn, Imperialism:
Unity or Rivalry, New Left Review 69, September/October, 1971. :

4. op.cit. pp. 429 ff. This point is very clearly discussed in Grossmann,
p. 528-9. Henryk Grossmann, Das Akkumulations - und Zusammenbruchsgesetz
des kapitalistischen SystemseArchiv sozialistischer Literatur 8, Verlag
Neue Kritik Frankfurt.

5. This is in no sense ‘'deterministic' or 'fatalistic'. Historical necessity
can only find its expression through the actions of people, the struggle of
classes etc.  Bukharin makes this point admirably clear in his Imperialism
and_the World Economy (Merlin Press edition 1972) p. 130-1. We use 'break-
down' in the sense of the increasing difficulties and contradictions within
the systems No crisis can be said to be definitely the last crisis for
capitalism and while the crisis indicates the disease; it is also the cure,
the means to 'a new cycle of expansion.
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op.cit. p. Bk.
Sée in last Bulletin vol 2,1 , the article by C. Palloix.

op.cit., p. 98,

Arghiri Emmanuel produces evidence to show that takeh as a whole overseas
investment does not give a bigger return than 1is obtained by -

capital inside the home countiy. See A, Emmanual Unequal Exchange: A
Study of the Imperialism of Trvade, New Left Books, 1972,

Inperialism and World Economy op.cit. p. 104,

Accumulation of Capital op.cit. p. 122, This is repeated in the Anti-

Critique, p. G3.

R. Rosdolsky quotes this formuls in his Zur Entstehungsgeschichte des -
Marxschen 'Kapital' Band II p. 528. Europaéishe Verlagsanstalt Frankfurt,
1968. Roy Tearse has given me a proof of this relationship and we hope to
produce it with other meterial as part of ‘a Note on the Reproduction Schema
in a later volume of the Bulletin. Marx failed to work out the first year
of the schema correctly (according to the formula) and it is only after the
second year that the pattern emerges. This accounts for Bukharin's error
in meking both,
(1) vyte<y =

7

and 2 =z
( )F>1v Pac

(23 .

Simple reproduction is not a sub-set of expanded reproduction as Bukharin's
analysis suggests. o

13,

14,

15.

16.
17.
18.

Rosdolsky op.cit. p. 539."

For an excellent discussion on Karl Marx and Say's Law see Bernice
Shoul's article in J. J. Spengler & W. R. &llen (eds), Essays in
Economic Thought (Rand McNally, Chicago, 1960),_ppo L54-469.

See my forfhooming?article in the next issue of the bulletin for,a full ex-
position of this theory.

Grossman op.cit. p. 99 ff.
Opn cito po 96"70

Capital volume III p. 251 (Moscow Ed).



Notes on Contributors

Lionel Cliffe is now a Fellow of .the Institute of Development Studies at the
University of Sussex, Brighton.

R, M, Goodwin teaches economics at Cambridge.

John Harrison is on the dole.

Peter Lawrence was until recently teaching at the University of Dar es Salaam.

Marios Nikolinzkos teaches at the Free University of Berlin.

Bob Rowthorn teaches at Cambrid ge.

Alfred Sohn-Rethel is now a Visiting Professor at the University of Bremen.

Tan Steedman lectures at Manchester.

Bob Sutcliffe is now teaching in Cuba. /

David Yaffe is a research officer at the Institute of Development Studies at the
University of Sussex, Brighton.

-~



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80



