John MILIOS: Discussion on G. Carchedi’s paper

The paper is an important one. It presents an incisive criticism of mainstream approaches to international economic relations and to the process of European integration from the perspective of the third stage of Economic and Monetary Union. The myths surrounding the “buzz-word” ‘globalisation’ and the intimations of an approaching ‘end of labour’ are duly refuted. The paper correctly attributes low economic performance as well as the explosion of international speculative financial operations to a fall in the average rate of profit in capitalist economies.

However, this analysis in terms of the falling rate of profit rate requires more detailed elaboration:

If all other factors remains unaltered, technological innovation as such leads to a fall in the rate of profit rate only under certain circumstances, i.e. (a) where the technical composition of capital increases at a higher rate than labour productivity, thus causing an increase in the value composition of capital and (b) where the rate of this increase in the value composition of capital is higher than that of the increase in the productivity of labour. 

By contrast, in all cases where technical innovation and the subsequent increase in the technical composition of capital are able to induce an even higher increase in labour productivity, the value composition of capital decreases and subsequently the rate of profit increases. The same effect occurs in cases of productive re-organisation linked to increases in the time and intensity of utilisation of the means of production, (at a given level of production technology), such as the extension of the working day, the reduction of stocks etc., which constitute cases of what Marx described as economy in the use of constant capital. 

The rate of profit also increases where the value composition of capital  increases, but at a lower rate than the labour productivity.

In order to further elucidate the above-stated theses, I will make use of Marx’s analyses of the factors influencing the rate of profit. I will not restrict myself only to his famous ‘law of the tendential fall in the rate of profit’ (Volume 3, Part 3 of Capital), where Marx examines the effects on the profit rate of increasing labour productivity due to technical innovation, but I will also consider the other parts of his work (particularly Volume 3 of Capital), where he analyses on the one hand the influence of the surplus-value rate on the rate of profit and on the other the change in the value composition of capital (and thus in the profit rate) due to factors other than technological innovation. Marx’s analytical method was based on the study of the change of a specific quantity under the influence of a change of another quantity, given that all other factors remain constant.

If the profit rate is the dependent variable (R),  then the rate of exploitation of surplus-value (S/V) and the value composition of capital (C/V) will be the independent variables, in accordance with the following formula:

                              S/V

                        R = -------- ,                  (1)

                            (C/V)+1

where S stands for surplus-value, V for the variable part of capital (value of labour-force), and C for constant capital (value of the means of production).

Marx studies the influence of (S/V) on R by considering (C/V) as a constant quantity (in section 3, Chapter 15 of Vol. 3 of Capital, where he defines over-accumulation [Ioakimoglou & Milios 1993]). On the other hand, when he studies the "nature of the law" of the tendential fall in the profit rate (in chapter 13), he considers (S/V) as a constant quantity. He therefore studies the influence of all the independent variables in succession on the dependent one, endeavouring in this way to cover all possible cases and isolate all factors that determine change in the dependent variable.


Let us consider the following equations:  
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This means that:

                              S/V 

                    R = ---------------                    (3)

                        C/Y[(S/V)+1]+1

where Y is the net product, that is the sum of surplus-value and value of labour power (variable capital).

The above relation (2) shows that the factors influencing the value composition of capital (C/V) can be analysed into the factors that influence the surplus-value rate on the one hand and those that influence the quantity  (C/Y) on the other. 

This latter quantity expresses the value of constant capital which is necessary for the production of one unit of product. The increase or decrease of this quantity illustrates, therefore, the ability of the capitalist class to economise on constant capital. Marx himself devoted the whole of Chapter 5 to this subject ("Economy in the use of constant capital"). In this chapter we find the enumeration of all factors related to the ability of capitalists to economise on constant capital.

In Chapter 5 of "Capital", Karl  Marx once again follows  the abovementioned abstraction method. He postulates that the surplus-value rate is "given" (i.e. constant), "in  order to avoid needless complications" (Marx 1981, p. 171).  He then describes the factors which ensure or limit economy in the use of constant capital. Let us attempt to summarise the main points of the Marxian analysis:   

a) Lengthening of the workday or workyear (Marx 1981, p. 170).

b) Concentration of the means of their production and employment "on a massive scale" (Marx 1981, p. 175).

c) Economy in the conditions of work at the expense of the workers (Marx 1981, p. 179).

d) Socially combined labour (concentration and co-operation of workers, social character of labour) (Marx 1981, p. 172).


e) Economy designated as the experience of the collective worker (Marx 1981, p.p. 198-199).

f) Economy as a result of the appropriate education of the collective worker and his subordination to factory despotism (Marx 1981, p. 176).

Through these practices, capitalists economise on constant capital without changing the labour productivity due to technical innovation and the technological status of the economy.

There are, of course, other forms of "economy in the use of constant capital" connected with an increase in labour productivity due to technical innovation:


g) Re-cycling of waste products (Marx 1981, p. 173-74). Productivity increase in sector I, (which produces means of production) (op. cit. p. 175). 

Marx’s analysis shows that the ability of the capitalist class to economise on constant capital is not a "technical aspect" of the production process, but an outcome of the social relation of forces, i.e. a  product of class struggle. Increasing economy in the use of constant capital presupposes increasing power of the capitalist class over the production process itself. It is often connected  with a deterioration in the workers' economic and social status, as Marx showed. 

An increase in the factor illustrating the use of constant capital (factor C/Y) over a certain period (i.e. a fall in the "constant capital efficiency" Y/C), that is the declining ability of the capitalist class to economise on constant capital, can  again be the result of either a decrease in (Y/N) or an increase in (C/N), since:

        C/Y = (C/N)(N/Y), 

where N is the number of workers, (Y/N) is the "apparent labour productivity", assuming that the length of the workyear is constant, and (C/N) is the capital intensity.    

It is worth mentioning at this point that since the end of the seventies the process of restructuring the capitalist economy  through the introduction of micro-electronic applications in capitalist production (automation of production) has not been  designed only to increase labour productivity and thereby the rate of exploitation. It has also sought to introduce considerable economy in the use of constant capital, through the reduction or even the elimination of all kinds of stocks ("last-minute delivery", etc.).

The thesis that technological innovation may cause a fall in the rate of profit is correct, but it does not complete the analysis. A more concrete analysis of the variety of factors affecting the profit rate is also needed, focusing on the different forms of economy in the use of constant capital, along with a study of the effects of technological innovation on the value composition of capital on the one hand, and on labour productivity on the other.

Concluding my comments on the paper, I must note that I find very accurate and original the interpretation of Germany’s hegemony in Europe as a means imposing the strategic interests of all European capitalist classes over the European labouring classes. In this context however, I think that the analysis of the effects of the EMS on the competitive position in the world market of unequally developed national capitals (economies) should be based on an analysis of the trend in real (not nominal) currency parities. It may well be that what appeared as a gradual nominal devaluation was actually a real revaluation, especially in the seventies and eighties, when inflation differentials among the EU countries were significant. 
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