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What I’ll be talking about will be unfamiliar to almost all of you, through no fault of your own.  Much of it flows out of an interpretation of Marx’s theories of value, accumulation, and crisis that has been around for sixteen years or so, but which almost no one has heard of.  This interpretation is now being called the “temporal single-system” or “TSS” interpretation.  

With respect to tonight’s topic, the significance of the concept “single-system” is this:  Marx’s law of the falling tendency of the profit rate refers to the profit rate of the real world, not to the so-called “value rate of profit” of some imaginary world that no capitalist knows about or cares about, but that somehow, in some mysterious way, controls everything behind the scenes.  

The significance of the “T” in TSS –- temporal –- is twofold.  First, the *naive* reader of Marx thinks that, when he speaks of profit, he’s referring to the capitalist investing a sum of value at one time and ending up at a later time with commodities that are worth more.  The difference is profit.  The poor naive reader also thinks that Marx’s rate of profit relates the amount of profit of the later time to the value that the capitalist invested at an earlier time, just as, if you buy a bond for $1000 today, and receive $100 interest one year from today, your rate of return is 10%.  


The expert Marxian economists point out, however, that profit is actually the difference between the value of the finished commodities and the sum of value that is needed, at that *same* moment, to replace the machines, raw materials, etc., that have been used up.  The experts likewise say that Marx’s rate of profit relates the amount of profit to the amount of value that is needed, at that *same* moment, to replace what the capitalist bought when she invested.  

The temporal interpretation says the poor, misled, naive reader is right.  

To pursue the analogy to the bond market, the experts are saying that, if the bond you buy for $1000 is worth only $10 next year when you get your interest of $100, your rate of return is not $100 divided by $1000, or 10%, but $100 divided by $10, or 1000%.  The capitalists should be so lucky.

The second implication of the temporal interpretation is closely related.  According to the experts –- and this includes not only those who criticize Marx’s law of the falling profit rate, but almost all of those who purport to defend it -– all else being equal, rising productivity causes profitability to rise.  Yet Marx himself argued, and I quote, “The profit rate does not fall because labor becomes less productive but rather because it becomes more productive” (KIII:347).  

These contradictory conclusions follow directly from what I’ve already noted.  Imagine that the capitalist invested a year ago in a machine that has now worn out, but, which has produced two clones of itself.  Each clone is worth $1000.  So the capitalist ends up with $2000.  And since it now takes $1000 to replace the original machine, the experts tell us that profit is $1000 and the profit rate is $1000 divided by $1000, or 100%.  

But hold on!  What if the capitalist actually invested not $1000 a year ago for the original machine, but $2000?  In other words, what if, due to rising productivity, the value of these machines has fallen in half?  Then the capitalist began with $2000 and ends up with $2000.  Profit, and the rate of profit, are both zero, aren’t they?

To be sure, the capitalist began with one machine and ends up with two.  In use-value terms, physical terms, his investment has indeed “self-expanded” by an impressive 100%.  But in terms of value, he is up the creek without a paddle.  Imagine that he borrowed the original $2000.  I doubt that he can tell the lenders, “the $2000 was equivalent to one machine a year ago, so here, I’ll give you back one machine, or the equivalent of one machine today, $1000.”  The lenders want their whole $2000 back 

. . . plus interest, which the poor capitalist is unable to pay.

Thus, at least as I read Marx, his theory of the falling profit rate is immediately, directly, a theory of capitalist crisis.  Rising productivity causes a cheapening of the machines.  On the one hand, this does raise the potential profit rate for those who invest in the machines today, now that they cost less.  But on the other hand, the same rise in productivity, by devaluing the machines, lowers, not raises, the rate of return on the *original* outlay of capital, which leads to crisis.  It should be clear from the last example that that the crisis may well take the form of debt crisis, bankruptcies, and the collapse of financial institutions, the very things about which the crisis in East Asia has reminded us.  

There is a very important problem with what I’ve just outlined, however.  My explanation seems to require that commodities’ prices fall when productivity rises, because their values fall -- less labor is needed to produce them.  Now, back when Marx wrote, and until the gold standard collapsed in the 1930s, it was the case that prices would always fall in times of economic crisis.  Since then, however, this hasn’t really happened.  I’m reminded of a Robert Hall jingle (a clothing chain when I was growing up):  “The values go up, up, up, and the prices go down, down, down.”  We’ve experienced the opposite:  “The prices go up, up, up, and the values go down, down, down.”  So what is this devaluation of machinery I’ve been talking about?  

First, it may well set in soon.  Alan Greenspan and many economists are concerned with the prospect of deflation -– falling prices –- triggered by technological advances and the stagnation in the world economy.  Wholesale prices have already begun to fall in the U.S., Germany, Japan, and elsewhere, and some countries, even developed ones, are starting to experience deflation at the retail level.  

More fundamentally, however, there are good reasons to suspect that what has kept prices up until now is largely a massive expansion of debt.  You all know about the steep rise in U.S. government debt in the Reagan-Bush years.  What is not well known is that this phenomenon is not confined to the U.S.  The percentage rise in the ratio of government debt to GDP in the advanced capitalist countries as a whole has equalled that of the U.S. 

Corporate indebtedness has spiraled upward at similar rates, as has personal debt.  Mortgage lenders used to lend up to three times the household’s income; now the ratio is four-to-one.  Credit card debt has risen so markedly that defaults totaled nearly $10 billion last year, up from about $3 billion only three years earlier.  

So it seems that debt has kept up prices artificially.  Is this a “counteracting factor” to the tendency of the rate of profit to fall?  I suspect that it is, instead, something that has served to *displace* the system’s crisis tendencies.  Instead of the crisis appearing in the market for goods, it crops up instead, mostly as a debt crisis, a crisis in the markets for capital and a fiscal crisis of the state.  

We all experience the fiscal crisis of the state everyday.  It is this crisis, and not just mean-spirited right-wing policies, that has led to the devastation of our cities, the gutting of social services, slavefare, and the rest.  

As for debt crisis, everyone here knows about the Third World debt crisis, the savings and loan crisis in the U.S. of several years ago, and that the commercial banking insurance fund (the FDIC) also received massive infusions of cash –- financed by even more borrowing -– from Congress.  A financial sector crisis is now brewing in Japan that could make these look like very small potatoes.  

And then, of course, there’s the crisis in East Asia that has already broken out, and the unprecedented sums being lent through the IMF to bailout the creditors, the lenders, who are in danger of not being repaid what they’ve already lent out.  Don’t think for a minute that the loans give funds to the countries themselves, much less trickle down to the working people in those countries.  

The IMF and the U.S. government are afraid of the world economy’s structure of debt relationships collapsing.  These relationships are based largely on faith; faith that loans made today will indeed be repaid in the future.  While what has traditionally passed for Marxian value theory may be atemporal, the real world of capitalist finance surely is not.  So the strategy of the IMF and Robert Rubin is essentially a dolled-up loansharking operation.  Your debt burden is too onerous?  Here, we’ll lend you more –- you don’t have any other choice, after all -– under even more onerous conditions.  The main difference between this and less-classy loansharking is that “structural adjustment” –- austerity measures and other measures that transform the borrowing country into a debt repayment machine –- takes the place of usurious interest rates.  

It is because they have no other solution to the crisis, and again, because they are so concerned to keep the chain of debt obligations from breaking into pieces, that the IMF and the U.S. government are leaning so hard on the East Asian countries to take the money being offered -– under the terms being offered, of course. 

I have explicated Marx’s theory, as I understand it, by getting to its *essence* –- rising productivity doesn’t solve capital’s problems; it creates them, because capitalism is a system which must not only produce enough *use-values*, but also, and above all, enough *value*.  In getting to this essence, I have set aside some other phenomena that often accompany crises, such as rising wages, cutthroat competition, and problems capitalists have in selling their products at their full value.  I hope to address such things in the discussion period.   

By setting such things aside, however, I’ve tried to suggest that capitalism’s crisis tendencies would be present even were these problems nonexistent.  My theoretical discussion assumed that the capitalists *do* sell their products at their full value, and that they *didn’t* have any competitors to worry about.  (Hence, the analysis may help illuminate the collapse of the state-capitalist economies of the ex-USSR and Eastern Europe, which have contributed to the persistent sluggishness of the world economy in the past decade.)  I’ve tried to get at systemic contradictions that cannot be abolished by changes in distribution, or property forms, or state control of investment.  

What is involved here is, of course, the issue of reform and revolution, but more as well.  Marx suggests that the system’s unsolvable contradiction between expansion of *physical* production and expansion of the *value* produced means that “The *true barrier* to capitalist production is *capital itself*.  It is that capital and its self-valorization appear as the … motive and purpose of production … and not the reverse, i.e. the means of production are not simply means for a steadily expanding pattern of life for the *society* of producers” (KIII:357-58). 

Thus, Marx not only indicates the need to do away with the system and its crises.  He likewise indicates how the society that comes after the revolution will need to be different.  He indicates how and what we’ll need to do differently, if we are to prevent the same exploitation and crises from re-appearing once again, as has already happened so many times in this century.  

If indeed the production of capital as an end in itself is capitalism’s inherent barrier and source of crises, then what Marx projected as its opposite, “The true realm of freedom, the development of human powers as an end in itself” (KIII:959) is not mere rhetoric.  Neither is it utopian moralizing.  

On the contrary, Marx’s humanist perspective becomes the *concrete*, *practical* alternative to capitalism and its unending crises. The development of human powers as an end in itself isn’t something that can wait until after the revolution, or even after this struggle or that demonstration.  It isn’t just a goal, but also the way to achieve it, a *process* in which people develop their ideas and talents, here and now, so that we will indeed have something to *take the place of capitalism* instead of suddenly wondering what we do now when it is too late.  We will need the ability and confidence to work out problems without caving in, once more, to the logic of value production. So the time to start breaking down the division between thinkers and doers, and the separation of practical struggles from the philosophy that can give them direction and momentum, is now.  
One reason I’ve done so is to focus on one factor that has not been appreciated, but which I think is the core of Marx’s own theory:  the tendency of the profit rate to fall is produced by rising productivity itself.  

Another reason is that just because two things are associated is not enough to tell us which if either is the cause and which is the effect.  For instance, one can argue that competition is at the root of the falling rate of profit, or one can argue as Marx did, and again I quote, “It is the fall in the profit rate that provokes the competitive struggle between capitals, and not the reverse.”(KIII:365).  “Competition can permanently depress the rate of profit, only if [the fall] is conceivable *prior to* competition and regardless of competition.”(G752). 

I think this point may be quite relevant in trying to understand the collapse of the state-capitalist economies of the ex-USSR and Eastern Europe, which have contributed to the persistent sluggishness of the world economy in the past decade.  The growth rate of world GNP, which was 1.2% in the 1980s, fell to 0.5% between 1990 and 1995, due largely to the collapse of these economies as well as the persistent stagnation in Japan, the world’s 2nd largest economy once Russia went into a tailspin.

