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Introduction: The Crisis of Conservative Policies and the Ineffectuality of the Left 

In the eighties or early nineties, conservative parties obtained the support of the middle classes in many Western capitalist countries and won elections on the strength of a clear “liberal” political slogan: “Let market forces act freely. Give us, the conservatives, the chance to fight all forms of bureaucratic, corporatist or monopolistic distortions of the market mechanism, and the economy will once again achieve the high growth rates of the past.” This conception was then concretized in a restrictive economic program aimed at curtailing wages and social spending, deregulating markets – including, of course the labor market – and privatizing public enterprises.

However, today’s austerity is futile unless society can be persuaded that it is paving the way for tomorrow’s prosperity.1 As the promised economic prosperity fails to eventuate, liberal ideologies meet with diminishing public acceptance. Conservative parties, after a period in office – lengthy in the case of Britain and Italy, shorter in for example France or Greece— have accordingly lost elections to center-left parties.

What deserves further investigation, though, is the inability of center-left governments to implement an alternative strategy for overcoming poor economic performance and social crisis. What the parties constituting these governments promised to the electorate in order to return to power was simply the same conservative policy of restriction, aimed at achieving price stability, cutting the public deficit, reducing debt, etc. (all of this codified in EU countries as a policy framed in accordance with the Maastricht convergence criteria), leavened by a degree of “social sensitivity,” i.e. measures of social protection for the low-income or marginalized sectors of the population.2 

What took place, is a retreat of the political and ideological visions of the (ruling) Left, which manifests itself also in a conservative shift of the majority of left intellectuals. These intellectuals confine themselves now to the continuous reiteration of the simple thesis that full deregulation can never exist and that therefore center-left are more effective than conservative governments.3
One apparent attempt to create an integrated alternative vision to the pragmatic administration of existing relations is “stakeholder capitalism,” a policy conception involving a critique of conservative positions which was formulated and broadly discussed in Britain in the two years leading up to the 1997 general elections. The “stakeholder capitalism” approach on the one hand utilizes many of the ideas or arguments also put forward by nearly every center-left governing party of recent years, and on the other attempts to mold them further into a political and social plan for reforming contemporary capitalism (in Britain). However, in my opinion it represents the mere semblance of an alternative to conservative policy. Its claim to be able to achieve the same goals by other means is altogether fantastic. 

In the section that follows I will undertake a brief presentation of the “stakeholder capitalism” approach, followed in the next three sections of the paper by a critique of the approach in question. I will then attempt to determine the reasons for the stability of conservative policy and to analyze the factors underlying poor economic performance. In the final section of the paper I will address questions bearing on the future of the welfare state and the political strategy of the Left.

Visions of a “Decent Capitalism”...

The central idea of center-left governments of the mid- and late-nineties is that economic prosperity and social cohesion cannot be achieved simply through the unfettered functioning of markets. The actual problem is, however, to establish a clear demarcation of the limits – and to determine the proportions and the character – of state regulation. In this context, center-left governments, persisting in policies that give priority not to reducing unemployment but to stabilizing prices, curtailing public deficits, promoting “labor-market flexibility” and privatizing public enterprises, appear as “moderate” exponents of conservative policy, “monetarism with a human face” as it were. These policies therefore suffer from a lack of strategic vision, of a hegemonic social ideology, which would be different from center-right pragmatism. The “stakeholder capitalism” perspective was formulated in Britain as a way out of this strategic embarrassment. According to its supporters it can “give the intellectual leadership back to the Left for the first time in twenty years” (Kelly et al, 1997, 238).

Stakeholding implies social inclusion, citizenship, co-operation and the social contract and is meant to foster such ideas as functioning principles of contemporary capitalism. What differentiates this project of stakeholder capitalism from other attempts4 to embellish capitalism, promoting it as a social system favoring a “harmony of interests” among social classes or individuals, is that its supporters do not restrict themselves to defending these ideas, but use them as the starting point for a critique of existing relationships and structures, which supposedly prevent the ideas from being implemented. “Stakeholder capitalism” therefore appears as an adversary to existing capitalism under conservative hegemony, not engaging in apologetic declarations but on the contrary demanding change. The fact that the whole project is embedded in the theoretical approaches and analytical notions put forward by some of its supporters naturally has a bearing on the dynamics of this posture.

The publication in 1995 of the first edition of The State We’re In, by Will Hutton, might be considered the starting point of the campaign for stakeholder capitalism and the discussion related thereto. Hutton, now editor of The Observer and at that time economics editor of The Guardian, in 1996 brought out a second revised edition of the book, which had remained on the paperback best-seller list for more than six months and had been broadly discussed in newspapers as well as in articles published in referred journals. The concept of stakeholder capitalism was adopted by Tony Blair during the 1997 election campaign, having already been incorporated into British trade union documents (such as Your Stake at Work - TUC Proposals for a Stakeholder Economy, 1996).

One of Hutton’s main ideas, implied also in the title of his book, is that capitalism is inconceivable independently of its institutional edifice, and more specifically of the state. His critical analysis targets British capitalism as it took shape during the period of Conservative rule after 1979. He writes: “If a well-functioning market economy requires skilled workforces, strong social institutions like schools and training centers, and a vigorous public infrastructure, these cannot be achieved if the governing class cannot understand the values implicit in such bodies” (Hutton 1996, 25). This idea embodies a critique of the notion of “globalization” and its political implications, i.e. the proposition that the internationalization of capital and the economic interdependence of international markets have developed to such a point that they make all forms of national economic policies (if different from the conservative dogmas of deregulation and “flexibility”) impossible. As Hutton himself puts it: “the world is not that global” (Hutton, in Kelly et al 1997, 7) Or, formulated another way, “capitalism is not simply and exclusively an economic system but a socio-political system whose content and structure is formed and moulded by its history” (D. Kelly, in Kelly et al, 49). 

However, what lends Hutton’s book its broad intellectual authority is its incorporation of a twofold critique of mainstream conceptions: on the one hand a codified theoretical critique of neoclassical economic postulates concerning the way the (capitalist) economy functions, on the other a polemic against the policies followed in Britain under Conservative governments and so of the way that British capitalism has developed.

Hutton disputes the key tenets of neoclassical economic theory (the notion of economic rationality, the doctrine of rational expectations, the law of diminishing returns, the theory of general competitive equilibrium), preferring a Keynesian approach according to which a correctly regulated financial system constitutes a prerequisite for increased investment, which in turn represents “the key motor of the economy’s prosperity because it has a snowball effect, what Keynes called the multiplier” (Hutton 1996, 242). If the financial system’s inherent tendency to liquidity is not retarded by state policies, it may act counter-productively and thus destabilize the market economy. This means, according to Hutton “that unmanaged capitalism is inherently unstable as a system and that successful enterprise is a social rather than an individualist act” (Hutton 1996, 237, see also Hutton 1994).

At the level of concrete analysis of British capitalism, Hutton criticizes the effects of conservative policies such as dogmatic monetarism and above all the deregulation of financial markets. He claims that such policies granted supremacy to stock markets and the financial system at the expense of the British economy as a whole, eroding the country’s productive capacity, which is directly linked to industry and investment. As a result, an extremely diffuse ownership structure evolved whereby a hundred and sixty insurance companies and pension funds own seventy percent of the shares in British enterprises, putting pressure on managers to pay high dividends (in order to avoid takeovers) and thus reducing the funds available for investment. The short-termist culture of financial markets is in this way transmitted to the entire economy, displacing long-term investment and growth strategies. The attitude of owners is characterized by a counterproductive “lack of commitment to and responsibility for their assets (...) because they are always ready to walk away from the companies they own by selling their shares” (Hutton 1996, 157).

British capitalism thus loses, according to Hutton, its ability to increase productivity, to introduce innovation in the means of production, to achieve high growth rates, to create new jobs, to distribute prosperity throughout the whole of society. Inequality and social marginali-zation then occurs, as a consequence of “the spiral of corporate downsizing and delayering, and the displacement of risk onto the labour force” (Hutton in Kelly et al 1997, 4). The end result is a thirty/thirty/forty society, with thirty percent of the population unemployed and marginalized, thirty percent insecure and “newly marginalized” and only forty percent of the population holding a secure and stable job.

The project of “stakeholder capitalism” aims at curing all these shortcomings of (British) capitalism. Hutton and all other exponents of the “stakeholder capitalism” concept believe that this is possible. “Thus the great challenge of the twentieth century, after the experience of both state socialism and unfettered free markets, is to create a new financial architecture in which private decisions produce a less degenerate capitalism. The triple requirement is to broaden the area of stake-holding in companies and institutions, so creating a greater bias to longterm commitment from owners; to extend the supply of cheap, longterm credit; and to decentralize decision-making. The financial system, in short, needs to be comprehensively republicanised” (Hutton 1996, 298).

“Stakeholder capitalism” thus appears as a vision of a new, co-operative and socially decent form of capitalism. This form of capitalism is moreover considered to be the only one that can be successful. In Hutton’s words “there is clearly a huge interest in trying to construct a way in which a moral community can coexist with a successful capitalism” (Hutton in Kelly et al 1997, 8). “Successful capitalism demands a fusion of co-operation and competition and a means of grafting such a hybrid into the soil of the economic, political and social system” (Hutton 1996, 255).

… Fudge and Fudge Again

The concept of stakeholder capitalism implies that it is possible politically and ideologically to shape a structural unity, i.e. a unity of interests on a stable and long-term basis, among individual workers and “their” enterprise. From such a perspective the worker is seen as a part of the capitalist enterprise, as committed to it, as included in the enterprise.5
The “stakeholder capitalism” approach thus attempts to refute the notion of capitalism’s inherently exploitative and contradictory character – the notion that it constitutes a system of class power and class exploitation (extraction of surplus value) of the laboring class by the capitalist class. It is aware of the reality of inequality and social exclusion (what Hutton describes as a “thirty/thirty/forty society”) but attributes it to the hegemony of the “counterproductive” financial system (and its capital) and to conservative policies of market deregulation, not to the class structure of the capitalist economy.

To my mind this approach constitutes a theoretical and ideological retreat from classic social-democratic positions in favor of liberal-individualist ideas. Social Democracy traditionally conceived of working people and the labor movement as an entity, a social class and a social force defined by its own special class interests and goals, even if under certain circumstances or in certain conjunctures these interests were seen as being compatible with those of specific capitalist fractions or of the capitalist class as a whole. In the case of stakeholder capitalism the working class, with its special class interests, is considered non existent and the analysis focuses on individual workers,6 whose interests are regarded as integrated (or requiring integration) into “their” company’s interests and goals. This theoretical and ideological theses have specific political consequences: “I am not an advocate of (...) industry-wide collective bargaining (...) Instead I conceive of the workforce as, in European terms, a social partner who will bargain and operate at the level of the firm and the industry. This is not a return to old-style corporatism” (Hutton in Kelly et al 1997, 7).

Apart from this, the question arises as to whether, and to what extent, the “stakeholder capitalism” agenda is feasible, i.e. if it is actually possible to bring into effect a plan of co-operation and mutual commitment between labor and “productive capital” (enterprises) for a reform of state institutions and a challenge to the hegemonism and unaccountability of financial markets. The feasibility of the “stakeholder capitalism” strategy has been disputed by both right and left.7 

The whole concept of “stakeholder capitalism” can be disputed not only because it arbitrarily assumes a stable commitment of workers to “their” enterprise, but also because it is founded on the undocumented assumption of a “structural” contradiction between the “hegemonic” financial and the industrial (“productive”) capital. This contradiction is regarded, as already shown, as an outcome of monetarist economic policies which transmitted the short-termist culture of financial markets to the entire British economy.

However, the expansion or contraction of the financial markets depends on the economic conjuncture and the (upswing or downswing) phase in capital accumulation (the phase of the economic cycle) and not on the “entrepreneurial culture” in one or the other country. It was Karl Marx who has shown, in Part V of Volume 3 of Capital, that the expansion of credit and of financial speculation is closely related with the periodic economic depressions: An increase in profits (due to a suppression of the wages fund), which takes place in a conjuncture of low rates of capital accumulation (depression), boosts the financial sphere and speculation, long before an upswing trend in the economic cycle is made possible (through restructuring of the capitalist production). (See Marx 1981, Ch. 32). On the basis of this analysis, Paul Mattick pointed out, almost 30 years ago: “This (the Keynesian, J.M.) distinction between ‘industry’ and ‘finance,’ between ‘productive’ and ‘parasitical’ capital is as old as capitalism itself and gave rise to a pseudo-struggle against ‘interest-slavery’ and irresponsible speculators (...) Speculation may enhance crisis situations by permitting the fictitious over-evaluation of capital, which then cannot satisfy the profit claims bound up with it” (Mattick 1969, 23-24).8
Share prices increased as more and more money-capital moved into the stock markets, as a result of a contraction of the spheres of profitable investment in the “real” economy. What the “stakeholder capitalism” approach construes as the negative element in the hegemonic role of finance capital (undermining owners’ “commitment to and responsibility for their assets,” Hutton 1996, 157) has to do not so much with shareholders’ expectations that they will earn high dividends as with the fast changing value of the shares themselves, i.e. with the expectations of “financial investors” that they will be able to buy shares cheap and sell them dear, or to hold shares of high and increasing value. It is this process that has driven share values in most capitalist countries to levels no longer corresponding to the actual performance of rise in output of the “real” economy.9 

The “hegemony” of the financial markets does not derive from some inherent contradiction between productive and financial capital, but from the slow-down in the rate of productive capital accumulation. As Karl Marx puts it, “accumulation is the independent, not the dependent, variable” (Marx 1981, 679).

Aspects of Germany’s “Social-Market”: The Supremacy of Finance Capital and Policies of Downsizing Enterprises

In order to defend their arguments, the supporters of the stakeholding idea would need to undertake on the one hand a theoretical analysis of the social structures, classes, antagonisms and tensions in a capitalist society and on the other to examine the dynamics of stakeholding through history. Instead, Hutton argues with the simplistic affirmation that “stakeholder capitalism” already exists, in contemporary Germany and its neighboring countries (Austria, Switzerland, the Netherlands...).

Hutton’s reflections are based on a twofold assertion: a) that radically different forms of capital do exist,10 and that the “German form” of capitalism is actually a “stakeholder capitalism.” Through this sleight-of-hand he transforms the “stakeholder capitalism” agenda from a universal promise of creating a humane capitalism (“the great challenge of the twentieth century, after the experience of both state socialism and of unfettered free markets” (Hutton 1996, 298) to the banal pragmatism of adopting the (supposedly different from the British) “German model” of capitalism in Britain. He therefore becomes a run-of-the-mill apologist for actually existing (German !!!) capitalism: 

Capital and labour operate in partnership (...) It is a social market (...) there is a compromise in favour of concerted and co-operative behaviour aimed at boosting production and investment. Labour has to recognise the legitimacy of capital, and capital the rights of labour (...) Wider economic policy is the outcome of negotiations between the various social partners (...) In order for managers and workers to run enterprises collaboratively, financial stakeholders have to concede that they cannot maximise their returns in the short run (...) The rentier tradition is very weak in Germany (Hutton 1996, 262-68).

However, his simple assumption that there is still such a thing as “the German miracle” (the miracle of the “Social Market”) cannot disguise the fact that since 1994 all kinds of indices that he considers crucial for the determination of the prevalent “form of capitalism” (growth rates of the GDP and of gross fixed capital formation in equipment, change in the number of employed and in the unemployment rate) have deteriorated in Germany to such an extent that they now rate below the corresponding figures for the British economy (EU 1997).

The rate of unemployment, for example, hit a new post-war record in Germany in July 1997, as the national figure exceeded 11.3% (18.2% in Eastern and 9.8% in Western Germany, Financial Times, August 7 1997).11 Moreover, for all Hutton’s assertions, the behavior of the German stock market is not qualitatively different from that of its British counterpart.

It is characteristic that until the mid-eighties more than 42% of shareholder value in Germany was in the hands of the companies themselves, often through cross-holdings of shares among enterprises. This situation has changed rapidly since the late eighties or early nineties. More than forty percent of investors in the Frankfurt stock market are now non-Germans (Japanese and European banks, American pension funds, etc.) so that what has now emerged in Germany is a dispersed pattern of shareholder value similar to that prevailing in Britain.

In Germany, as in Britain, shareholders and company managers work together quite harmoniously to ensure that the latter follow policies that enhance the confidence of the financial markets, thereby ensuring increases in the shareholder value of companies. What are these policies? They are policies of radical income redistribution in favor of capital, or what is called “downsizing” of enterprises. Their aim is to increase company profitability through intensifying of labor exploitation and curtailment of their less profitable activities. 

The era of financial undervaluation of enterprise assets which enabled some speculators to buy out companies cheaply only in order to demolish them (to break them up) and sell them piece by piece, has been over since the early nineties. Tension between companies and financial markets has now eased. Share values everywhere have reached levels that are clearly higher than the actual market value of the companies’ assets, and managers now have every reason to co-operate with those who take a proprietary interest in the shareholder value of their companies. Financial takeovers of companies are now organized in a less counterproductive way, with managers and banks also participating, as we will illustrate below, citing the Krupp-Thyssen case.

The downsizing process is represented by the various hegemonic capitalist forces – economic and intellectual alike – as “modernization” of the economy. Its concomitant of increased unemployment is depicted as an inevitable by-product of modernization. In reality it represents nothing more than a strategy of reshuffling power relations to the benefit of capital and to the detriment of employees. It may perhaps be a different strategy from the one deployed during the sixties and seventies (in response to the different relationship of forces prevailing at that time) when high (and rising) rates of profit were related to rapid increases in output, stable or even increasing wage incomes and low unemployment. Nevertheless the defining characteristic of the strategy, now as then, is that it serves to link the interests of managers and shareholders, i.e. the different fractions of capital.

Before closing this section, let me illustrate how the German “social market” operates in the nineties by citing some specific (albeit characteristic) examples. This, by the way, is a method very much favored by Hutton. The number of Volkswagen employees has fallen from 261,000 in 1990 to 241,000 in 1996. At BASF during the same period numbers have fallen from 135,000 to 107,000. At Thyssen from 149,000 to 123,000. At Daimler-Benz from 377,000 to 299,000. The downward trend in employment was followed by a steep increase in the share value of all these companies. From January 1996 to March 1997 the share value of VW increased by 95%, of BASF by 98%, of Thyssen by 30%, of Daimler-Benz by 75% (Stamatis 1997).

The comparatively low increase in the share value of Thyssen is related to the secret plans of Krupp (who had for this purpose paid more than 200 million DM to market analysts) to take over Thyssen by purchasing 66% of the company’s shares (80% of which had already been dispersed) for a sum of 9 billion DM. In order to implement its plan Krupp did a deal with two major German banks (Deutsche Bank and Dresdner Bank) to borrow the entire amount of 9 billion DM from them, and in return to sell, immediately on takeover, seventeen of its own subsidiaries and four of Thyssen’s subsidiaries, for the purposes of paying back part of the loan. It is worth noting at this point that from the viewpoint of the market value of its assets, the Thyssen group is nearly twice the size of the Krupp group. The takeover of Thyssen by Krupp and the subsequent downsizing of the conglomerate was expected to push its shareholder value rapidly upwards, to the benefit of all “stakeholders” in the plan (Krupp, the two major banks, shareholders of Krupp and Thyssen). After an upheaval of workers in both enterprises in March 1977 (the manager of Krupp could not enter or leave the company premises without police protection), the takeover plan was abandoned. Instead the two companies agreed to merge their steelworks (with 60% of the shares held by Thyssen and 40% by Krupp). Under the terms of this agreement there was an immediate reduction in the workforce at the new steelworks from 66,800 to 58,900 workers.

Speculation, downsizing, raising shareholder values, increasing unemployment, all of these flow from the logic of capital, not from national “cultures.” The poverty of the “stakeholder capitalism” analysis is glaringly evident in the sterility and ineffectuality of all reform programs of actually existent capitalist relations, at least wherever they lock themselves inside the ideological and strategic straitjacket of capitalist economic indices.

The Inherent Conservatism of the Plan for European Monetary Union

Hutton’s methodological approach is not new. While advancing an ostensibly radical critique of domestic conditions, of the “form of capitalism” prevailing at a particular location, he postulates a supposedly humane, decent and socially responsive nucleus of capitalism, a putative “successful capitalism” which remains only to be identified and brought to the attention of the public.12 It does seem worth asking, however, why Hutton and the supporters of “stakeholder capitalism” should choose such a banal model for humane capitalism as Kohl’s Germany.

The answer to this question may be found in Hutton’s latest book, The State to Come, published just a month before the May 1, 1997 British general elections. In this book Hutton presents a summary of his major ideas, reviews critiques of his previous book,13 in some cases modifying his position in response to them, advocates an electoral victory for the Labor Party, and presents for the first time his ideas on European unification. In the final section of the book Hutton identifies “stakeholder capitalism” with European monetary union and the Maastricht criteria. He writes: “The stakeholder economy and society are related to if not identical with the European economic and social model, and it is easier to build and sustain them in a wider European context than acting alone (...) The euro could be the trigger for moving Europe into a virtuous economic cycle of rising investment, consumption and employment – a millenial boom. (...) The single currency, in short, could be a potential master stroke” (Hutton 1997, 92, 97, 99). In the final analysis “stakeholder capitalism” is conceived as being the Maastricht Treaty agenda for a European Economic and Monetary Union (EMU).

It is not by chance, then, that Hutton grounds his pro-euro stance in argumentation derived from financial considerations:

The world’s investment and financial community holds too many dollars and wants to diversify, but neither the mark nor the yen can take the strain (...) By contrast the euro is backed by a European economy that runs a trade surplus and is self-sufficient; moreover, it will be launched (...) against a background of low inflation, high unemployment and output well below potential. There will be a clamour to buy it, and it will appreciate against both the yen and the dollar. (...) The low interest-rate regime will lead to an increase in asset values from houses to shares. (...) That increase in wealth will help create a Continent-wide feel-good factor, helped by the hard euro making imports cheaper and thus real income higher (Hutton 1997, 96-97).14 
Hutton therefore becomes a supporter of the same speculative increase in shareholder values that he had previously regarded as the cause of “short-termism” and all the other evils that prevented British capitalism from being successful.

The disintegration of Hutton’s progressivism illustrates the inability of the EMU perspective (which has been adopted by all European center-left parties, in or out of office) to promise the European peoples anything other than increasing profits or share prices, or the creation of a European financial market that will be able to compete with or even outflank the American and East Asian financial markets. The only way to integrate this prospect with the vision of a humane, decent “stakeholder” capitalism is to adopt the conservative view that increase in profits or in shareholder value is the motor for the provision of welfare and the distribution of wealth to all of society. But center-left parties and center-left intellectuals have differentiated themselves from such conservative ideas, haven’t they?

Over-accumulation, Profitability and the Capitalist Offensive
The decay of center-left reform plans testifies to the continuing conservative hegemony, at least in the field of economic and social policies. A slight moderation of increases in taxation and an even more moderate and less significant increase in public spending on education and social security do not suffice to distinguish a policy from the one that would be implemented by a conservative government.15
How then are we to comprehend this conservative hegemony, which appears to prevail irrespective of which party happens to be in power? I think that to answer this question we must give serious consideration to Marx’s analysis of the immanent regularities that govern the evolution of capitalism – what may be called, using the theoretical conceptions that he introduced, the expanded reproduction of capitalist relations. This means bearing in mind that capitalism is an exploitative class power, the motive force of which is “the valorization of capital, i.e. appropriation of surplus labor, production of surplus value, of profit” (Marx 1981, 360), and not the production and distribution of wealth in general.

Having re-established these general preliminaries, one can now explore the “specific difference” that characterizes capitalist development since the early seventies. This is a period in the post-war history of all developed Western capitalist economies marked by diminishing or low growth rates. Statistical analyses confirm that poor economic performance during this period is correlated with a fall in the profit rate of overall capitalist production. This era can be comprehended in Marxian terms as one of “over-accumulation of capital,” as I have argued elsewhere (Ioakimoglou-Milios 1993, Milios 1994, 1996). Accordingly, following Marx’s logic, we may reiterate that any period of decreased profitability points to an inability on the part of capital “to exploit labor at the level of exploitation required by the ‘healthy’ and ‘normal’ functioning of the capitalist production process” (Marx 1981, 364, emphasis added).

A declining ability of capital to exploit labor should not be attributed, however, primarily to increasing wages or other forms of labor income, as if the capitalist economy did not differ from the economy of societies of antediluvian crop-picking tribespeople, working without means of production. As evidenced by many empirical analyses, falling rates of profit are almost invariably linked to decreasing “capital efficiency,” which very simply means that the value of the fixed capital stock is increasing at a higher rate than the value of the product gained by means of that capital stock (Busch 1978, 1992, Ioakimoglou 1994, Milios 1996).16 From the capitalist viewpoint there is only one way to deal with this problem of declining profit-rate levels: economize on constant capital (means of production), at the same time reducing labor’s share of the net product (the percentage of net product going on wages).

Having examined this trend, have we then arrived at an explanation for the capitalist offensive against wages and against the labor movement? Not yet, for as can be shown both theoretically and empirically, the most effective way to reduce labor’s share of the net product is not to cut real wages but to increase labor productivity (see Milios 1996, for a detailed analysis). Many people would argue at this point that since an increase in labor productivity presupposes a restructuring of the productive apparatus, investment in new technologies and the introduction of innovation, it is also dependent on a supportive workplace environment that will enable workers to make effective use of the means of production, to the advantage of capitalist production itself. Such approaches appear to me to miss the whole point of Marx’s scientific analysis of the exploitative and inherently contradictory character of capitalist production. It is no accident that they fail to understand why the capitalist class insists on its own offensive against labor, or why governments insist on restrictive policies (favoring downsizing of enterprises, financial speculation and increasing unemployment). After all, is there actually a “lack of consensus” in contemporary capitalist societies?

Marx’s analysis shows that the ability of the capitalist class to reorganize production, to modernize the means of production and to economize on constant capital (as the only way out of crises of over-accumulation) is not a technical aspect of the economy but an outcome of the social relation of forces, anchored in class struggle. Restructuring the enterprise, above all, means restructuring a set of social (class) relations and aims at increasing the rate of exploitation. It is thus a process which presupposes on the one hand an increasing power of the capitalist class over the production process itself, and on the other a devalorization of all inadequately valorized capital (downsizing or liquidating enterprises) and thus economizing on the utilization of constant capital. It therefore presupposes not only increasing despotism of managers over workers (the suppression of all trade union or institutional barriers to “enterprise culture” and the vested interests of capital) but also increasing unemployment. Consequently, economic restructuring is synonymous with the capitalist offensive against labor.

So far the capitalist offensive against labor has been resoundingly successful. It has succeeded in depressing wages and increasing labor productivity, thus reducing labor’s share of the net product. In other words it has dramatically changed the relation of forces in favor of capital. As a result a specific type of social consensus has indeed been created, for the first time in the post-war period, based on the acceptance by the laboring class of capitalist ideas and objectives. It is a consensus not only among the “secure” fractions laboring in large and profitable enterprises (who generally receive above average wages), and their employers, but also among trade unions and employers’ organizations, which have almost everywhere become “social partners.” Isn’t it consensus when trade unions accept that a key issue in social dialogue is how to increase profitability, or how to secure the national economy’s competitive position in the global economy? It is consensus: consensus between the winners and the defeated.

Yet profitability in most capitalist economies has remained low, due to decreasing or at best stagnant capital efficiency. There are many parameters to this problem, and a variety of social factors underlying it. They have to do not only with the way technology is created and applied to the production process. They also have to do with resistance by labor, which has never ceased, despite the reshuffling of power relations to the benefit of capital. What is decisive, however, is the vicious circle created by curtailment of demand (a by-product of reduced working class income and increasing unemployment) which in turn leads to decreasing rates of utilization of capacity, i.e. to decreasing capital efficiency in the economy.

Center-left parties (and their “organic intellectuals” like Hutton) are part of the capitalist offensive, as I tried to illustrate in previous sections of this paper. They acknowledge “the abandonment of (...) corporatism, the lowering of trade union power and the assault on the nationalized industries” (Hutton 1997, 104, also see footnote 12). But they also realize that the problem of capitalist profit levels has not been solved and also that diminishing social cohesion and rising social distress may in the long run undermine the successfully accomplished “consensus of the defeated.”

The case of Hutton is in my opinion worth discussing because he tries to tackle the problem from the viewpoint of “social capital” (as Marx called it), i.e. in relation to the interests of the capitalist class as a whole. So he talks about co-operation and “stakeholding,” calling for increased commitment of workers to profit maximization, in exchange for more employment and an increasing wage income (which is then expected to boost demand). But who is the “auctioneer” who will make such a deal? Who could ensure that the thousands of workers fired after this year’s mergers might remain at work? Who would re-employ the millions of unemployed Germans, Spaniards or Americans?

Given the low rates of capital accumulation and the existing social relation of forces, enterprises (“individual capital” in Marx’s terminology) “choose” to cope with the profitability problem not by expanding production and demand but by further depressing the labor share on the one hand, and on the other by collaborating with financial capital to increase shareholder value. Financial hegemony is embedded in over-accumulation and diminished profitability. It is not their cause. Without a radically different balance in the relation of social forces (as established through class struggle), no “auctioneer” and no reformer can foster an expansionary and socially decent capitalism.

The End of the Welfare State?

From the above analysis it becomes clear that in the present conjuncture and the with the present social balance of forces, it is impossible to re-establish the institutional framework of the welfare state as it existed in Western capitalist societies during the sixties and seventies. The reason for this is that the main prerequisite for the welfare state is a collectively organized working class, capable of imposing its demands on the state, i.e. capable of bargaining with the capitalist class from a position of relative strength.

Gunnar Myrdal explicitly defended the above argument nearly forty years ago in his lectures delivered at Yale University in 1958, i.e. before the fully-fledged welfare state had come into existence. Myrdal correctly regarded “the reshaping of the labor market in the workers’ interest” as a key element in the building of the welfare state (Myrdal 1960, 32), and he further clarified his views as follows:

The inherited liberal ideal of fair play has more and more generally and definitely been translated into a demand that wages, prices, incomes and profits should be settled by various sorts of collective bargaining. It has become the responsibility of the state to provide such conditions by legislation and administration. (...) The workers in all the Western countries have succeeded in getting the state to lay down a great number of rules and to create institutions which very much strengthen their bargaining position in the labor market against the employers. (...) Gradually the state has been moved to enter the labor market more directly, by undertaking to increase the demand for labor in times of rising unemployment by means of public works and in other ways (Myrdal 1960, 32, emphasis added).

The welfare state is incompatible with “labor market flexibility” and the replacement of collective bargaining at the national level by “social partnership at the level of the firm” that deprives labor of its combativeness in the face of the capitalist offensive.

Does the above thesis mean that we are now witnessing the final retreat of the welfare state? I don’t think that such a conclusion would be warranted. Capitalism has proven to be a very flexible social system, capable of undertaking a variety of transformations, so long as the inner structural element of the whole social edifice, i.e. the capital-labor relation, remains untouched.

However, in order to establish a new distribution of the social balance of forces, the working class must once again elaborate its own autonomous class objectives, independently of the capitalist imperative of labor discipline and profit maximization. For this to be possible, labor must recreate its strategy of socialist transformation, i.e. of overthrowing capitalism.

Notes

1. “A diminished propensity to consume today can only be accommodated to the public advantage if an increased propensity to consume is expected to exist someday” (Keynes 1973, 105).

2. The case of L. Jospin and the French Socialist Party may differ in some respects as it incorporated some of the demands of the radical demonstrations and mass strikes of workers in Paris in December 1995. However, it did not constitute an alternative political strategy to the other center-left European governments.

3. “At odds with conservative and pro-market ideologies, markets will never replace governments in making strategic choices, organizing solidarity over a given territory and still more in institutionalizing markets (...) The state remains the most powerful institution to channel and tame the power of markets” (Boyer 1996, 110, 108).

4. Some date from as far back as Carey and Bastiat’s mid-19th century treatises on Political Economy. 

5. “Successful capitalism and socially cohesive societies at bottom incorporate the idea of membership; that workers are members of firms and that individuals are citizens of the state. The two conceptions go hand in hand – but not in Britain” (Hutton 1996, 287). “We should see workers as members of a social organization – the firm” (Hutton in Kelly et al 1997, 6). For a Marxist critique of this idea of “social partnership” see Balibar 1984.

6. “Stakeholding has a strong strand of individualism running through it (...) This tension between individual autonomy and the need for a common public culture runs through the heart of the stakeholder agenda, as it does in other political philosophies such as communitarianism, social democracy and civic conservatism.” (Kelly et al, 1997, 244). From a methodological point of view, the “stakeholder capitalism” approach resembles therefore “analytical Marxism,” which “focuses on the importance of methodological individualism” (Roemer 1986, 7).

7. “Stakeholding is not an attempt to supplant capitalism with socialism. Rather, the project of the moderate left – namely, making the free market system socially bearable – has been around for about a century, inventing and reinventing a social market economy, which after all is an oxymoron” (Robert Kuttner, in Kelly et al 1997, 30). “A company’s profitability depends on its relationships with a variety of groups – consumers, investors, workers and suppliers being the most obvious ones. (...) There is no reason why the interests of these groups should all coincide” (David Willetts, Conservative MP, in Kelly et al 1997, 23).

8. The same author quotes the following citation from a Report written back in the years of “full employment”, i.e. long before the era of “unmanaged capitalism”: “Once it becomes easier for people to make money faster by buying du Pont stock than the du Pont corporation can make money by producing nylon, dacron, and chemicals, then it is time to watch out” The Senate Banking Committee’s Report on its Stock Market Survey, The New York Times, May 27, 1955.

9. The only developed capitalist economy where this frenzied rise in the value of shares has not taken place (for institutional and other reasons) is Japan. Thus, while the Tokyo Nikkei index has never reached long-term levels significantly higher than those registered at the time of the international stock market crash of October 1987, the Frankfurt DAX index and the London FTSE index in July 1997 were respectively 4.1 times and 3.2 times higher than their corresponding October 1987 values. The rise in the value of shares is in fact even more frenzied in Germany than in Britain (Der Spiegel, 21.07.97, 64-66). Recent developments have shown that the rise in share values in Europe and the USA is temporarily stoped by acute stock market crises, resulting from major international economic events such as the mid-1997 turmoil in Asian financial markets and the August-September 1998 Russian crisis. However, such events do not reverse the long-run increasing trend of Western stock market indices, although they slow it down (IMF 1997).

10. “The similarities disguises vast differences between the social and economic purposes of apparently similar institutions, so that each capitalist structure ends up with very different specific capacities and cultures” (Hutton 1996, 257-58).

11. The number of employed in Germany fell from 36.6 million in 1991 to 34.2 million in 1997. The number of unemployed in July 1997 (4.396 million) sets a post-war record (Financial Times, August 7,1997). Wage deductions have been increased from 30.5% of wage incomes in 1990 to 35.3% in 1996 (Der Spiegel, 4.8.97, 65). Germany’s jobless rate further surged in the first months of 1998, but declined to 11.4% in April 1998 from March’s 12.1%. (Wall Street Journal, May 8, 1998).

12. “It has long been a pragmatic and legitimate practice of Britain’s center-left to borrow policies from abroad: in the 1950s and 1960s we looked to French planning; in the 1970s and 1980s to the Scandinavian social democracy; in the 1990s we look to Germany and stakeholding” (Soskice, in Kelly et al 1997, 220). 

13. It is worth presenting the following example. Hutton was criticized by the Labor peer in the House of Lords Professor M. Desai for being extremely anti-Thatcherist:: “It is a blind spot of Hutton’s that he is so upset by the effects of the Thatcher revolution that he sees it in purely negative terms. (...) He fails to see that the reform of trade unions (...) was tackled by Thatcher” (Desai, in Kelly et al 1997, 206). In his The State to Come, Hutton writes of the Conservative Party: “Its mission – the abandonment of British corporatism, the lowering of trade union power and the assault on nationalised industries – is complete. It is time to move on” (Hutton 1997, 104). 

14. Hutton forgets to add that if his scenario actually eventuates, then “cheaper imports” will turn Europe’s trade surpluses into trade deficits, a process which, given the “low interest-rate regime,” will lead to a depreciation of the euro. But before that happens, “the world’s investment and financial community” will rush to sell euros in order to buy dollars, speculating on the euro’s depreciation.

15. The share markets have responded very positively to all recent cases of center-left governments coming to power, further boosting share prices. For the first time in its history, the London FTSE 100 index broke the so-called “psychological barrier” of 5,000 points on August 6, 1997, just as the Labor government was preparing to celebrate its first 100 days in power. Neither the Labor electoral victory nor the abolition by the new government of the tax credit on dividends did anything to dampen the frenzied rises in share values.

16. This quantitative decline can also be seen as the outcome of a faster increase in capital intensity (capital stock per worker) than in labor productivity (output per worker).

References

Balibar, Ιtienne. 1984. “Marx et l’entreprise,” Politique Aujourd’hui, July-September.

Boyer, Robert. 1996. “State and Market. A new engagement for the twenty-first century?”, in Boyer, Robert & Drache, Daniel (eds.), States against Markets. The Limits of Globalzation. London: Routledge.

Busch, Klaus. 1978. Die Krise der Europδischen Gemeinschaft, Frankfurt/M.: EVA.

________. 1992. Umbruch in Europa, Kφln: Bund-Verlag.
EU. 1997. The Community Economy 1996-98 - Spring 1997 Economic Forecasts, Main Economic Indicators 1961-1998. Internet edition.

Hutton, Will. 1994. “Back by Popular Demand,” The American Prospect no. 16, 50-57.

________. 1996. The State We’re In, 2nd ed., London: Vintage.

________. 1997. The State to Come, London: Vintage.

International Monetary Fund (IMF). 1997. World Economic Outlook. Interim Assessment. Washington, D.C.: IMF.

Ioakimoglou, Elias. 1994 Hegemony and Integration. The International Economy in the Nineties, Thessaloniki: Iamos (in Gr.).

Ioakimoglou, Elias & Milios, John. 1993. “Capital Accumulation and Over-accumulation Crisis: The Case of Greece (1960-1989),” Review of Radical Political Economics, Vol. 25(2), 81-107.

Kelly, Gavin/ Kelly, Dominic/ Gamble Andrew (eds.) 1997. Stakeholder Capitalism. London: Macmillan.

Keynes, John Maynard. 1993. The General Theory of Employment, Interest and Money, London: Macmillan.

Marx, Karl. 1981. Capital, Volume Three. London: Penguin Books.

Marx, Karl. 1990. Capital, Volume One. London: Penguin Books.

Mattick, Paul. Marx and Keynes. Boston: Porter Sargent.

Milios, John. 1994. “Marx’s Theory and the Historic Marxist Controversy (1900-1937) on Economic Crisis,” Science and Society, Vol. 58, No 2, 175-194.

________. 1996. “‘Crisis of Capital’ and Wages: Recovery through Austerity?,” in Milios, J. (ed.) 1996. Social Policy and Social Dialogue in the Perspective of the Economic and Monetary Union and of the "Europe of Citizens", Athens: Kritiki.
Myrdal, Gunnar. 1960. Beyond the Welfare State, London: Duckworth.

Roemer, John (ed.). 1986. Analytical Marxism. Cambridge: Cambridge University Press.

Stamatis, Giorgos. 1997. “We do it for value.” Epohi: 20.06.97 (in Gr.).

TUC. 1996. Your Stake at Work - TUC Proposals for a Stakeholder Economy. London

157


