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WORLD SYSTEM THEORY AND KEYNESIAN
MACROECONOMICS : TOWARDS AN ALTERNATIVE
EXPLANATION OF THE RISE AND FALL OF THE
CAPITALIST WORLD SYSTEM

HartmutELSENHANS'

ABSTRACT

A mechanistic and sometimes dogmatic interpretaifazapitalism
has kept world systems theory from attaining pcattrelevance for
social movements which try to combine the democratanagement
of society with efficiency, including the markety Bising Keynesian
macroeconomics as a basis and integrating it inbm@term Annales
type historical perspective, the latter inspired tbg work of Karl
Marx, major aspects of these theoretical shortcgmiran be
addressed. Profit depends on rising mass incomesritrast to rent
which does not. Capitalism is, therefore, the wmded consequence
of the success of the lower strata. Capitalism dgpa of happy
accident is expansive, but can be transferredheraocieties only if
the empowerment of labour is successful. In theetiirprocess of
globalisation there remain various risks whereblgola becomes
disempowered, both in developing and developedatapieconomies.
In addition, underdevelopment hits back and disemgps labour in
the most technically developed countries. As sadyipbal strategy of
labour is required which may, nonetheless, be implged locally, as
exchange rate adjustments protect the sociallyesstal cases from
destruction through a race to the bottom. The rsgiyesf such a
strategy is based on policies currently being immgleted in an
attempt to relaunch growth and overcome criseshwdiie characterised
by a narrow and empirically unfounded dogmatism.chSua
mobilisation will not, however, threaten the incoared employment
position of workers in the North, via the demandsd ahigher
competitiveness of workers from the South, as diffees in labour
costs are mediated through the exchange rate.

" Emeritus Professor at Leipzig University
| am grateful for a generous research grant froiz Fhyssen Foundation.



6 Les Cahiers du CREAD n°97 /2011

Keywords : Capitalist world system, grouwth, less developpaahtries,
development

JEL CLASSIFICATION : B14 - E12 - F54 - O14 - P51 Z13.

Capitalism is associated in most mainstream digousswith
exploitation. It raises labour productivity and reases surplus
production so that polarisation increases, evesoifie improvements
in the conditions and material well being of lab@uwe accepted in
order to maintain “system stability” in the intered the dominant
capitalist class and its “organic allies” i.e. theldle strata of various
forms. Consequently, the transition to capitalisepehds on the
availability of surplus. A historical blockage dfig transition can be
explained by the absence of sufficient surplusheribcapacity of the
surplus appropriating class to use the surplus gocumulation.
Accordingly, this can be explained by specific euderistics of the
dominant class as accumulation is normally expedtedrovide
ultimately higher returns. In terms of the stand&etman historical
school of thought, or in Marxist theory, accumwdatis conceived of
as depending on the availability of a surplus amel often poorly
explained historical process, in the wake of whizdpitalists emerge
as a new surplus appropriating class. Their superapacity for
generating new surpluses on the basis of a surplusady
appropriated, ultimately provides them with the powo remove the
fetters which other surplus appropriating classad heen able to
impose on them. Capitalism is hence the result gfr@cess of
civilisation" which pre-capitalist classes can delay but nainiisfely
block. The process of improving mastery over natopects into the
existing social structure new resources and oppities which lead to
new arrangements for exploiting labour. In the wakehis process,
new practices by social classes emerge: new dawelois in the
productive forces destroy the inflexible relatioos production in
Marx’s continuous process of the rise and ultindgéeat of classes
that were initially progressive. Where capitalisasmot yet become
dominant, or capable of dissolving pre-existingaagements, it will
ultimately be able to generalise capitalist reladiof production, even
if pre-capitalist structures happen to remain iacpl albeit in a

1| mention as examples Elias 1959 and Ribeiro 1971.
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subordinate and instrumentalised manner.

Where capitalism has crossed this threshold argkieralised it
continues to be characterised by intensifying @ahittions which
lead to revolutionary situations with the potenfial transition, but
also to the failure -as evidenced by a great déa20bh century
history- of that theoretically deduced and predwsieed revolutionary
actor: the working class. In situations of ‘wromgnsciousness', it has
been possible for an alienated working class tb ttaiexploit the
potentiality of these contradictions which cap#alipresents. History
then ends in “barbarism” rather than making a itemsto socialisnt.

In the model of historical materialism developedtlois basis there
is an assumption about the automatic characteheofemergence of
capitalism which lends credibility to its other sjdhe expectation of
the equally automatic character of its demise. Bakimg capitalism
inevitable, historical materialism also inscribegoi the “laws of
history” capitalisms own demise.

Despite a basically Marxist approach to society kange parallels
in viewing the past historical process, my modeffeds from
historical materialism: it rejects the automatiaitfiythe emergence of
capitalism and its ultimate crisis. As such, thactical issue is not the
overcoming of capitalism but its continued adaptato the challenge
of increasingly satisfying mass needs-which is @asaeformist and
not a revolutionary perspective. | do not denyehan indebtedness to
a Marxian analytical perspective although | rejewny elements,
including major tenets, of Marx's economic theory.

My essential point of divergence from Marx consists a
Keynesian theory of profit. Following Marx, capisah depends on
profit, and profit is a special type of surplus wlhiis appropriated
under conditions approaching perfect competitiopénfect markets.
Profits, however, can be earned in competitive eiarknly if there is
“enough” demand. Therefore, the appropriation apkis as profit
requires rising demand, which is not automaticaltgvided by the
capitalist system as assumed by $ayaddition, the available surplus
is not automatically used for investment, and wiethis “wasted” on

2 Socialisme ou barbarie, as a subtitle in: Castiwiz@?73.

3 Marxists and Marx seem to agree with Say as pvaiich can be produced is also
produced. Rosa Luxemburg disagrees and bases thishaory of stagnation which
has very Keynesian traits, cf. Luxemburg 1912:f94 f
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luxury consumption, or used for military spendingrovestment, does
not depend primarily on culture but on power relagi within a given
society. Therefore, rising demand has ultimatelgrberovided by
rising mass incomes through the empowerment of niasses -as
proletarianized workers, or as petty commodity piamds- and this
idea is the essentially Keynesian aspect of mycgur.

Capitalism depends on the empowerment of labouclwtioes not
result from technical progress, i.e. the masterynah over nature.
Consequently, technology transfers and financisbueces may not
necessarily lead to a transition to capitalism. iaéipm remains
unstable under the condition of the empowermentabbur, as its
fragmented dominant class has no possibility torawee its
immediate interests -determined micro-economicallghd of
following its true long-term interest -determine@cr-economically-
i.e. maintaining control over the conditions of thgstem. This is
associated with a representation of capitalisnménideological sphere
which does not take into account these macro dondit The macro
conditions of capitalism are typically not represehat the discursive
level, especially as these conditions are imposgdthe social
practices of the working class which itself faile strive for
ideological hegemony in terms of a counter-inteiggren of
capitalism which would reject the interpretationttod ruling capitalist
class. As long as labour remains both vulnerabtepawerful enough
to impose its “Brechtian” preference for “food befomorale”, its
domination by the ruling class via a (false) peticgpof capitalism
may be kept in check by the real social procestdgonorking class,
a stance that Lenin had criticised as “trade-usitdnie. the “ouvrierist
conscience” (Lenin 1905: 435-46). Therefore despibereasing
“prosperity” labour may, nonetheless, become disemgped by
tendencies which develop within “central” capitalissuch as: post-
materialism at the discursive level, an increagirgpensity to save at
the socio-economic level, an increasing socialed#ifitiation at the
socio-structural level, as well as “globalisatiat"the world economic
level which taps cheap labour on the world laboarkat through
devaluation (even when it may be paid high realesag

On the basis of these tendencies | argue that ¢helaissue of
preserving existing levels of the empowerment bbla requires its
generalisation at the global level. This also rezpiian “ideological
equilibrium” in favour of an increasingly differeated “camp” of
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labour. The alternative consists in the transfoiomadf capitalists into
new rentiers under formally democratic conditiorishvoverarching
ideologies which impose the acceptance of inequalid exploitation
in the name of preserving democracy.

The importance given to the unintended resultsabblir scarcity
implies an important divergence from the Brenneutimn to the
transition to capitalism: the “subalterns” may li#eato impose their
personal freedom due to political factors and aee@f organisation
(Brenner 1976: 57) without an alternative overarghsocial project
just by blocking the dominant strategy of restrigtipersonal liberty,
the latter inhibiting the play of market forces.wyer, even if this
mere political resistance can be sustained indhg term it matters
only on the basis of labour scarcity. When the aobd prosperity of
society finally removes scarcity, the political @&nsion has to grow
and take over the capacity of “appropriating” tloeisty by society,
i.e. by managing society and economics democrtioalwhat could
be called democratic appropriation.

This article presents a essentially Keynesian aeguiras follows:
on the basis of simple macroeconomics, the linkwbeh net
investment spending (the basis of profit) and gsidemand
(ultimately rising mass incomes) is establishedaasonfiguration
which is intrinsically unstable. This configuraticmnot the necessary
result of an inevitable historical process of depehent or civilisation
but accidental in the sense that many possibleesatmntribute to the
emergence of a configuration where labour is empesveso the
imposition of rent is reduced. As capitalism ceasdl searches
produce products more cheaply -a mechanism basicaered by
comparative advantage- it penetrates other sosigtithout creating
the same favourable configuration for labour, soatth
underdevelopment, and as a reaction to it, rentogpiation and
centralisation occur. The result is the existerfcstrong forces in the
actual processes of globalisation, as well asdusirialised countries
which disempower labour and therefore threatentalgi. This
article presents an overall approach to this dilamnthe
comprehensive character of which requires the @iotu of a large
variety of problematiques. Corresponding to Marcdencept of
totality, in a given structure any particular elemean only be
adequately presented by relating it to a univgrsaspective of which
it is a part. Here | will therefore concentratetbe main aspects of a
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model on which | have been working for some 30 yd&isenhans
2007, 1979), and which it is hoped will form thesisaof a multi-
volume publication.

As such, this article opposes the major approachesrld system
thinking which currently are predominant. Actual ndo systems
thinking is characterised by the absence of cohessonomic
explanations. Where economic foundations to an raegi are
proposed they draw on relatively crude versiondMairxism. This
lends weight to a rejection of any explanationsedasn economic or
politico-economic foundations and favours an aléwe approach
along the lines of the “cultural turn”.

1- PROFIT DEPENDS ON INVESTMENT SPENDING

Profit is a specific form of surplus which does ft imply the
capacity of the powerful to exploit labour. Marketdgsted long before
capitalism. Already in the 18century there were many non-European
societies with high levels of monetisation (Dey&lD10) and
“marketisation” (Bengal) which, even despite mawctiieed exports
(Mukherjee 2011: 144) or despite being free fronmohation by
European colonialism, were unable to achieve asiian to
capitalism. Only under capitalist conditions is th&lk of economic
surplus distributed via nearly perfect marketshalgh this does not
depend on the contagious spread of market regolatmt on
something else.

The predominance of profit is an important disiioict between
capitalism and all other modes of production: iplies that access to
profit is based on efficiency in using scarce reses (including
labour), on attending to the demands of customensg on
reinvestment of profit in innovation. These microeamic conditions
for profitability determine the share of each cotmge enterprise in
the total amount of profit, but it does not deterenihe total amount of
profit available for the profit-making capitaligass.

In standard Keynesian macroeconomics, total pddpends on
spending on investment goddm a theoretical capitalist society there
are only two classes, workers and capitalist. Atkers, including the
managers, receive wages (W) which they spend im émgirety on

“ Note, here | make the usual simplifications far sfake of clarity.
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consumption goods. Capitalist enterprises (and tveners, including
their managers) receive profits which they do n@ensl on
consumption goods. The proceeds from the saleson$umption
goods equal the wages (C=W). If producers in thesemption goods
industry make a profit above the wage bill JWncurred in the
production of wage goods including their inputs aagdlacement of
equipment (amortisation), there have to be wageshalifave not been
earned in the production of these goods. If consiampgoods
producers can sell the total of their productioa atofit, there have to
be wages which have not been paid in the produatiw@in of the
consumption goods producers. If the governmentosearid foreign
trade are in balance, these wages can only havegzsed to workers
who were employed in investment goods productioa atoduction
level higher than the replacement of worn out empaipt, hence net
investment. Net investment goods production (gnogsstment minus
amortisation) determines the amount of profit.

Under the limitations of the model, total saleshe consumption
goods producers correspond to the total amounalafiss in the two
departments C=W=WW,. Each single consumption good leads to
labour costs and inputs costs which in turn algwesent costs of
labour and inputs expended. All products which ecnsumption
goods production -the steel used for forks justther flour used for
bread- are counted in national income statisticspag of the
consumption goods chain. Hence, by definition,calts associated
with chain of consumption goods are representedvages, as all
inputs can ultimately be reduced to the cost oflé®ur which was
necessary for their production so that C#¥,.. From C=W+W, and
C=W_+P. follows W,=P..

As by definition I=W+P;, and hence also IzFP=P.

The consumption goods producers may make a profitheir
capital (K) which corresponds to a certain positive rate raffip 1t
=P/K.. Investment goods producers will not engage thein capital
(Kj) in investment goods production if they do not mak rate of
profit comparable to consumption goods productias,individuals
commit money only to the most profitable uses. #trent goods
producers cannot be kept from entering consumgamds production
as they posses the necessary technical knowlediye iform of their
capacity to produce machinery for consumption gopodsduction.
They will either leave investment goods productiomgating scarcity
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of investment goods, or charge prices at which ipradtes in
investment goods production are comparable to todit rates in
existing consumption goods production.

Capitalists themselves determine the amount ofitp(&falecki
1971: 13) in the case of competing spending onwapson goods
through forced savings in the form of price rises these goods
(Keynes 1936: 79-81, 1976: 171). Physically, lalsam make use of
consumption goods only. If total consumption demamdeeds the
capacity of production for the consumption gooddlusiry, any
further increase in monetary resources for consiamptannot
increase real consumption but triggers additionakstment, hence
additional wages in investment goods productiorgriter to increase
production capacity. Consumption by labour canhatdten profit in
the real economy regardless of the level of incafs disposal.

It is investment spending which is the decisiveialde for the
labour market. Keynes has argued, therefore, beatrtanagement of
the global level of investment should not be leffptivate enterprise
with its parochial outlook on specific markets, bather it should be a
state responsibility, even undertaking spendingnom-productive
activities in order to trigger off investment spamydvia additional
demand (1936: 131). This explains why Keynesianigmless
concerned about the efficiency of state spendingteSspending is
justified through its impact on market guided inwesnt spending, not
on its own contribution to the rise in productivity

2- PROFIT DEPENDS ON RISING MASS INCOMES

Investment spending requires additional consumptimeaning
additional mass consumption under capitalist cdonit and, hence,
the empowerment of labour.

In his critique of Marx’s law of the Tendential Fal the Rate of
Profit, Bortkiewicz (1907: 455-7), followed latey IDkishio (1961),
and confirmed by Samuelson (1972), rightly argudat tnew
technology under capitalist conditions can only ibieoduced if it
reduces unit costs for existing products (or corapl@ products
which replace them). The production of totally npraducts which
address new needs and do not replace older prodietsly implies
rising incomes. In the production of old produdtse Bortkiewicz
criterion implies that the rise in productivity #ways sufficient to
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compensate for the effects of the rise in the dogaomposition of
capital on the rate of profit, as long as the ratwonditions of
production do not deteriorate. With any innovatitire total volume
of direct and indirect labour (employed in inveshinegoods
production) decreases in relation to the volumerofiuction. With a
stable wage bill and hence stagnant real wagesiisayn the organic
composition of capital implies a rising rate ofgus.

Neoclassical, classical and Marxist economistsmassthat rising
surpluses facilitate accumulation and contributegtowth. On the
basis of the Bortkiewicz argument, this can be eroto be wrong,
and with it, Lenin’s theory of accumulation (189) on the basis of
the demand from department | (investment goods simgu As
capitalists are punished by financial losses fallgMrom inefficient
investment they opt to avoid investment in ordett the productivity
of existing capital remains high. In the absencerising wages,
accumulation, therefore, implies an explosive gtoaftproduction.

The rate of growth in capital stock (K) implies aspiive rate of
growth in net output (Y). We assume stagnant rezgjes (W) and
stable availability of labour. Net output equalsges (W) and
investment (I). The increase in production can lescdbed as
yY=wWH+il, where the small letters indicate the gtbwates of the
aggregates described with the capital letters. Witt0, i>y, and
consequently k>y and, at a constant capital pradtgt ki ,=y; .
According to Bortkiewicz, because of this relatibere is y< y,<ys
with non-declining capital productivity (and a d&bor declining
capital-output ratio K/Y=b), From period to period, the effect of
I1<ix<iz also implies k<ko<ks, and k=y, and y<ys<y, with constant
capital productivity. The relation that if y<i, aly<k is proven by the
following equations. If i>y, the share of investrhénnational income
increases from period to period

D) o/ Yo< /Y 1. ledlYer < WY

As the capital stock can be defined as net progQatnultiplied by
the capital-output ratio K/Y= b, the inverse of ttapital productivity

(2) K() = bYo, Kl = bYl Kt_]_ = bYl_j_, Kt = bYo

From (1) and (2) at constant capital-output rateoget, because of
It> v =k

(3) /Ko < /Ky ... la/Kig < WK

As I/K is the rate of accumulation k (3) implies

(4) ki< ko< ks... k1< k
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On the basis of realistic values for the initiahhof investment in
total production (around 10%) and the initial capibutput ratio
(between 1 and 2), the required increase in lapoadtuctivity, hence,
technical progress at a constant working populaéiod number of
output hours becomes unsustainable because offie exhaustion
of available new technologies which can fulfil thortkiewicz
criterion (Elsenhans 1986: 269-271, Elsenhans 1483:427).

Accumulation can go on if productivity increaseffisiently, or if
the surplus for financing accumulation is limitddinder capitalism,
financial surplus is limited to the extent of teiwah progress.
Empirically, this is shown by the relative stalyildf the capital-output
ratio’. Historically, it can remain within narrow limits capitalist
regimes when compared to the corresponding coefisiin centrally
(real socialis) or even partially (state-class dominated) planned
economies of the East or the Sdutfihe external appearance of
capitalist production as characterised by the dsmare and more
expensive equipment is not evident: the increaseapital stock
measured statistically indicates the value of #yatal stock in prices,
i.e. monetary values, and not in labour values s€éhmonetary values
increase because with rising real wages a capitadl gvhich requires
a given amount of labour time, and hence can benass to have a
given labour value, becomes more costly in monetaryns. By
deflating the capital stock of Germany by the realge index, the
value of the stock of capital does not increases Thllows the
constant capital-output ratio when observing thastant share of
wages in national income.

Modern “endogenous” growth theory has integratesl Kieynesian
idea of a stable capital-output ratio into a nessitzal framework by
attributing capitalist growth not to increases hysical capital (which
capitalists can own) but to labour skill (which itajists have
difficulties in appropriating as properfy)This explains the difficulty
in defining “human capital” (the concept under whibese skills are
integrated into modern growth theory, Blaug 19789;8Groot &

® Kendrick 1961: 166; Helmstadter 1969: 48-91; Dofr@61: 101-115.

® Andreff 1990: 17. With further literature Elsenka2000b.

" Benelli 1979: 55 ff.; Chakravarty 1984: 845; HasHi@91 3; O’'Donnell 1978: 21 ff.
has made this the basis of his theory of the aiiéin@n turn in his bureaucratic-
authoritarian state.

8 As an example among many others: Cesarotti 1999f.78
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Oosterbeek 1994: 320). As such, capitalist growthaither “capital
intensive” nor does it exhaust capital. The “realtito which modern
growth theories attribute growth (Denison 1967),tlie result of
greater productivity from more innovative or creatiworkers than
average workers. These innovative workers arecieffily numerous
so that they are unable to capture the result @if thwn productive
efficiency in the form of personal income becausehslabour, i.e.
there own labour, is not scarce. This may be dubddact that there
are many who prefer this type of work over tediaugk even if they
are not “paid” the difference in efficiency in rétan to non-innovative
workers via correspondingly higher real wages.

Limits to higher surpluses imply higher mass incenaad this
favours a particular type of technical progfesiechnical progress
may be oriented towards the excellence of the miods represented
in the work of an artist, but it may also strive foreduction in the
cost of producing large quantities of a standactisem. The search to
reduce the cost of an item by mechanisms whichbsameplicated
precedes capitalism, e.g. the pottery wheel or hthadloom. An
increase in mass demand for items increases miotivad develop
machines which allow for the rationalisation of gwetion. Initially,
virtually all new products are a luxury. Its congion is democratised
when entrepreneurs perceive a large enough pdtetdgimand that
costs can be brought down through standardisatidnpaoduction in
large series. Hence capitalist technical progressfavoured if
consumption is focused on an increase in the yagestandardised
products. It is mass consumption that propelspiosess.

Capitalist growth depends, therefore, on rising stamnsumption
in order to limit the growth of surplus. Surplusnst only available
for investment but also for waste because the amoecessary for
investment is limited. The appropriation of surplasthe form rent
implies distortions of the productive apparatudamour of luxuries
and the protection of the privileged class from petition. Rising
mass incomes, however, lead to increased potdatithe production
of investment goods which provide higher levelgwiployment. This
in turn contributes to higher overall rates of kaklemand via technical
progress in the form of mechanisation and stangation utilised in
large scale production.

% Because of economies of scale, cf. Kaldor 19725124
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The hope of providing the additional demand froimeoteconomic
formations, such as in Rosa Luxemburg’'s (1912: 2ndjural
economies (initially inside, and then outside dgrithe imperialist
phase) can be fulfiled only to the extent thatsthenon-capitalist
economies are able to increase purchasing power fhe capitalist
economies or get loans from them. The latter i/ @nltemporary
possibility because of the ultimate limits to inteEness.

Profit may be regarded by the critics of capitadigploitation as a
surplus which is extorted from the oppressed maasés the case of
rent, and this is a major theme in the standarsimerof anti-capitalist
rhetoric. In reality, capitalist profit can be appriated by the rich
only through the utilisation of resources for inwesnt. Obviously
capitalists try to overcome these obstacles tockmént, and
therefore they rarely defend capitalism but prefeEchanisms to
reduce competition and thus generate an opporttmitycrease rents.

The basic condition of capitalist growth is henaesatibed as
follows: (i) capitalist investment takes place te basis of improved
technology; (ii) this leads to an increase in thedpctivity of labour;
(iif) the consumption of the additional output deg@e on rising mass
incomes; (iv) rising mass incomes limit the surplsilable for
investment and present new opportunities for imaest spending
through potential new employment (and productiorf) physical
capitals.

This does not imply that capitalists themselves asep such
limitations on the available surplus, it simply meé&hat they cannot
avoid it. This inability to block the empowerment kabour is a
precondition for the transition to capitalism. Swehpowerment may
be favoured by political conditions, but this authat least, doubts
that merely political empowerment can last. Pditioressure always
implies organisation and the operation of the “itaw of oligarchy”
(Michels 1925: 182 f.) to which labour can respoodly by
withdrawing its participation. Withdrawal is a cadtimh for being
heard (Hirschman 1975: esp. 35) as long as paatioip is necessary
within hierarchical organisations for making the pontance of
numbers felt against resourceful minorities. Margtg#ique of the
freedom of labour in a capitalist society presemtsey. The doubly
free proletarian (Marx 1867: 742) will reject borafddependence (but
also protection) as an unfree labourer only if las la reasonable
chance of finding a job. This condition is fulfilaf average skilled
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labour succeeds in regularly producing more than dbst of
subsistence/reproduction. When an exploiter cantheefruit of a
worker's labour for purchasing other labour, therkso will be
employed without pleasing the employer. The sinfalet that his
product sells at a price where the employer cdhpsirchase more
labour power is the basis of the employment of saugtorker, which
iIs to say he can be exploited. If the employer aae the fruit of
worker's labour only for his own consumption, therker will be in
the situation of Smith’s (1776: 368) dancing gd#&ncing for the non-
innovative landlord, and have no negotiating poafetheir owr®.

Apart from political power, labour can be consideras
empowered when even the least productive labolatsyg surplus for
those in control of the means of production. Thimseontrol of the
surplus may maintain less productive labour ifrdgdquces less than its
product yields on the market, as it may providentheith non-
economic services, as characteristic of the strastuwhere
hierarchical positions do not depend only on ecanaesources: i.e.
most pre-capitalist societies. If such non-econamtierests in the use
of labour (not for production of marketable goodst personal
services) are no longer pursued (e.g. becausdaeafsified economic
competition in the wake of the penetration of caEt mechanisms
from the outside) those in control of the surplusymhowever, also
shed marginal labour for economic reasons as anguigidrx’s theory
of primitive accumulation (1867: 744). In that cas®rginal labour
which cannot produce more than its cost of reprobdue@ither starves
or is politically powerful enough to impose newrfar of access to the
means of subsistence. So while political power b@ya complementary
factor it has a less decisive impact on the empmat of labour than a
marginal product higher than the cost of reproaurcti

The model used in this argument is based on Kegnesi
macroeconomic theory. It does not, however, hagesime focus as
almost all post-Keynesian thinking which is orightaround the
problematic of how monetary policies, and henceegawments, can
maintain effective demand at a required leveloksinot participate in
the debate on the operation of the financial seétdmittedly, there
are a large variety of mechanisms which can be tsaédmporarily

2 This would be an illustration of Sraffa’s systeisation of product categories(1976:
26).
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support demand deficiencies under unstable comditidBut the
Keynesian argument for the active role of moneysduoa imply that
monetary policy is capable of overcoming an effectidemand
deficiency in any possible situation. Historicallgpnetary policy has
demonstrated greater efficiency in preventing aonemy from
overheating as opposed to stimulating investméat,is to say, it has
been more effective in slowing demand rather th@ampting it. My
model is based on the assumption that there aratisihs where such
techniques are not sufficient to overcome sociatlynditioned
structural imbalances.

In criticising the capture of Keynes’s innovativentribution by
monetary Keynesians such as Hicks or Harrod, Hamd¢2a09: 12)
shows that Keynesianism is not primarily a set mdtruments to
influence demand via monetary and financial padicibut aims at
increasing productive investment. Hamouda’s argurpanallels my
own when he states: “the propensity to consumieigltiving force to
ensure a sufficient level of investment,” and cadek that
consumption has to be strengthened by the disioibudf income
towards those with lower incomes.

Because | share Hamouda's rejection of the centiaflimanaging
the demand for investment technically, | have daghkbely chosen a
model which is methodologically simple and whichegse open for
discussion questions about the social and politaaiditions for
mechanisms which are primary for maintaining appete levels of
effective demand, and hence for the political andla conditions of
capitalism. At the meta-theoretical level, this liap that the capacity
of the economy for self-guidance depends on itseglibdness in
social and political conditions which do not autoicelly emerge
from the economy, nor are they necessarily maiathioy it. Here is
the link between economy and political system -tid@atral aspect of
political economy- and hence the meta-theoretieaiof the whole
argument presented in this contribution.
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3- ON THE BLOCKAGE OF PRE-CAPITALIST FORMATIONS :
CAPITALISM IS NOT PRODUCED AUTOMATICALLY BY A
PROCESS OF CIVILISATION ACCOMPANIED BY BETTER
TECHNOLOGY AND ENHANCED SOCIAL STRATIFICATION

Social differentiation and technical developmentdascribed in
the history and the typology of pre-capitalist stieis will not
necessarily lead to the empowerment of labour armgbital
accumulation.

At low levels of technical development, marginabghuctivity will
fall below the cost of subsistence. As populatioomg more people
can be supported only by increasing the numberarkers who are
employed on fertile land or by shifting part of théour to less fertile
land where the result of labour is even lower. Busiration of this
would be the periodically occurring famines in pegitalist societies.
Labour is scarce if marginal product in agricultiséhigher than the
cost of reproduction so that even marginal labdetdg a surplus.
Even the least productive worker will be soughemfby those in
control of complementary means of production ineortb increase
their resources. Hence, capitalism depends oretiheval of marginal
labour.

Capitalism is not a “necessary” product of an etiohary process
of the development of productive forces (the insireg control of
humankind over nature), because even cumulativeniegl progress
does not necessarily lead to the empowerment aulatas not all
forms of technical progress lead to an increagbefnarginal product
of labour in the production of mass consumptiondgocesulting in
increased scarcity of labour and greater negotjaiower.

For my demonstration | will make a number of veilynge
assumptions for which anthropologists universailiy fconfirmation.
The will of humans is devoted to reducing effortrelation to the
outcome of their endeavours; and humans normadlfeptheir kin to
other humans, including members of the group ttedgriy to.

With the transition from hunting and gathering,@dus inevitably
has to emerge, because producers cannot reliatdgast conditions
such as the weather. In order to be on the safe pidducers have to
plant more fields than are needed for a normal dsirgo that the
actual harvest will produce enough for subsistedeerefore, on
average harvests exceed the level of subsisteheereBulting surplus
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IS not simply discarded, however, and its managémegjuires some
sort of social organisation where cooperation carexpected to lead
to economies of scale, to cooperation in storing amotecting a
surplus, and this even if there is no cooperatioproduction.

Humans distinguish different types of work as chimased by
requiring different amounts of effort. Cooperatiavith whatever
specialisation therefore requires the solution loé tproblem of
reducing different types of concrete labour to dgudemanding
abstract labour with respect to time and effortdémcapitalism, the
measurement of such differences is assumed toatise@ through the
labour market. There is no such labour market ie-qapitalist
societies; just like in socialist economies staddaof comparison
have to be negotiated politically. Furthermore, irgpt out from
cooperative work is costly if the cooperation aléafor economies of
scale. Opting out becomes attractive only if ddfees in
remuneration become utterly unfair. There are nsolytions where
the less favoured members are still worse offef/thpt out.

The preference of humans for those close to thétan dinship,
explains why rights -property rights in connectigith resources like
land or water, but also “rights” in social relatooms offices- are
claimed to be hereditary, so that the distinctiod any differences
become entrenched and even recognised by othershildi as a
system of relations is more reliable than othetesyis of relations in
that social roles in kinship are less likely to dd®allenged. Kinship
thus offers a fairly stable system of intergeneral transfer of
acquired privileges or “rights” which leads to angeal preference for
hereditary succession.

In struggles based on claims with difficult exittiops, many
criteria may be proposed in order to increase trgiqular claim of
any participant in the negotiation. The literatwe stratification
mechanisms in African communitarian structuresulsdf them: age,
gender, lineage, etc. The early development of gntgprights as the
right to usufruct of some asset in nature -such asoperty rights to
nearby land or water which reduces time spent ansport- is an
example of the attempts to stabilise privilegeseoiihey are acquired.
They allow the limitation of influence by other meompowerful
claimants and their right to demand services wlioh deemed as
unfair. By this way property rights simplify the gwiations which
take place to establish rates of exchange.
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Those who benefit from a criterion for privilege llwiend to
sanctify it by linking it to the non-visible worldComte’s (1963: 32)
perspective of magic in early stages of developnierstill relevant
where it is related to low levels of control ovexture. Conquest and
magic are vehicles for enhancing existing distowtdi as well as for
establishing new distinctions and providing stapitind control over
existing distinctions.

As long as economic activities are oriented predamily towards
food production, the importance of the complementtactor of
production of “fertile land” (including irrigation)implies that
increases in labour input lead to a declining rategrowth in
productive output. Production growth diminishes iielation to
population growth. This aspect is formalised in mgrginality cum
rent model (Elsenhans 1994: 393-8, 1995: 195-9).
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With population growth marginal product decreas&dditional

labour produces a surplus up to the level of agtii. The product of
additional labour falls below the cost of reprodotat any level of
employment beyond A Those who produce less than their cost of
reproduction are called marginal. Marginality metresexistence of a
considerable amount of labour which produces laas fts cost of
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reproductionThe level of population where marginal product dgua
the cost of reproduction is called the threshold neérginality.
Population growth cannot exceed the levgl #eyond this level some
population will starve even in the case of an ég@aéin distribution of
the output of production. There may be people betwa, and A,
hence marginal people, because they are subsidistighly
productive labour produces a surplus beyond its oveeds of
reproduction even with a small amount of labouretinithis surplus
can be used for the subsidisation of an excespdlation beyond
the threshold of marginality. Some have better ssde this surplus;
some are excluded and may therefore rely on themege of those
with access to the surplus.

Under most plausible conditions, those who enjayilpge will
find allies for stabilising hierarchy and inequaldmong those at the
bottom of society for economic reasons. The thrigsbhd population
growth may be crossed because there are many ¢hmyeénterests in
population growth. Parents expect from their cleifldsupport in their
old age. Parents do not know how many of childrem bwill survive.
For those in control of the surplus, clients feahirsurplus represent
power. For the marginals, this surplus represdmsight to survive.
Instead of destroying it periodically in order tppaase the invisible
world, they offer permanent services to those intrab of this very
worldly surplus and their gods (and ancestors).

The ruler as a ritual leader has to emerge ondbkistof an alliance
between the marginals and those in control of sgrplThis is
illustrated by the transition from communitariandage-based modes
of production -as existed in Oceania or Subsah&faica (Goody
1963: 8; Southall 1988), -to more hierarchical utdsy modes of
production- as seen in Asia with specific forms tadnsition as
discussed by Stefh and the controversy on the extent of power and
violence in this process of strengthening of highaes. The theories
of Oriental despotism, the Asiatic mode of prodorctirenamed
tributary modes of production, and of the “Ancidihpires” are all
attempts to assemble highly inegalitarian pre-@dipit structures in
the most different geographic regions and culteedlings as a single
type and to distinguish them from the other preitedipt structure-
European feudalism (Abrahamian 1975; Berktay 19838). These

1 Kulke 1982: 237; Sharma 1989; Stein 1997: 148.
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non-feudal structures are considered as rather bitenand subject to
incessant ups and downs in the rise and fall ofiem@nd dynasties,
even if they may be characterised by differencethé@ir systems of
incentive for those in control of the surplus (Mege& Wallerstein

1978: 266). European feudalism is seen as openrtovation and
change and allows something new to mature, so ithdreeds

capitalism within its lap. It is assumed that thisreomething specific
in the superstructure of European feudalism whicas wacking

elsewhere, especially in “despotic” Asia.

This distinction between feudalism and all othex-papitalist class
societies, which for convenience | call tributarpdes of production
(as the surplus is appropriated by discretionaritipal intervention
by the beneficiaries), is the basis of Orientalmhking and leads to
the claim that the West is unique with its reldvelecentralised
political structures: relatively “independent” feldords, autonomous
cities, rational cultural orientations which leadte “Enlightenment”,
and also strong property rights, as the bulk ofudments through
which we know about European mediaeval society ratated to
conflicts about property. Here Europe is said teehexperienced the
early development of a significant role for marketsd monetary
relations instead of the dominance of the histbrschool’s natural
economy based on estate production for subsistence.

The critics of Orientalism have shown that IndigCtina were not
despotic (Abrahamian 1974: 14 ff.; Asad 1973: 22748at “sub-
kings” were as unruly as feudal lords in Europea(Br1994: 227),
that there were powerful social movements in thenfof religious
movements which claimed, as in Europe, spiritualadity of all
humans (Omvedt 2003: 215; Nadkarni 2003: 4787).abidation, a
monetary economy and markets, including long distatnade, were
as important in the East as in Europe (Heesterr@8a:110).

These controversies, as well as the controversytheecomparative
levels of technical progress (the so-called Catitordebat¥) have
their origin in the absence of a solid politico-ecmic basis in the
construction of explanatory models. Capitalism @sdd on the
production of commodities by means of investmerdgdgowhich can
be owned privately and hence may be accumulateerefdre, what
matters is not the centralised or decentralisedracier of the

12 pomeranz 2000; Vries 2008; Zurndorfer 2003.
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superstructure, or the openness to societal chémgehe orientation
of final demand. What has to be explained is howfiprin the above
definition, could become stronger in some parts Eafrope in
comparison with other ways of gaining access tosthrelus, i.e. rent.
The decisive variable is the capacity of a masgetdtively poor
European consumers to participate in increasingymtive capacities,
not only by removing the hardship of famine, butibgreasing the
consumption of non-agricultural “industrial” goods.

The California debate gives a first empirical kyhighlights the
high level of technical skill in the hand productiof high quality
items (Sahai 2005: 529 ff.). These authors haveyeler, not been
able to produce evidence of mechanisation or meéchladevices in
Asia, although mechanical devices such as watermiire known in
the Himalayas. The debate pays tribute, perhapgamntionally, to the
old argument of the three tiered structure of Asme-industrial
“industrial”, i.e. crafts production: in particulahe exceptionally high
quality of luxury products for the upper stratadahe low levels of
technical expertise in rural industries and resewlependent
industries like mining and salt production (Gadb@71: 45; Habib
1995: 221). It confirms the absence of large ingestfor improving
industries oriented to mass-consumption which waddpete, not
for excellence, but for lowering the cost of stamditsed production of
average quality products. Despite his praise foia’dsexcellence,
A. G. Frank (1998: 286), long before the Califord@bate, had to
admit Europe’s superiority in mass consumption potion'®.

Early studies highlighted the orientation of Eurapecrafts
towards the middle and lower income marKessd the integration of
European peasants into a market exchange systemelbss their
consumption of the production from urban, ofteridyfriee, industries.
These studies also focus on the rise of rural imigissagainst regulated
and often guild-dominated industries in the esshleld cities, especially
in the debate on proto-industrialisation (Mager&982). Within the

13 Bayly (2000: 94) and Norel (2005: 439) observe thate were tendencies in China
and India of increasing mass production, but doaamhpare this to the predomi-
nant orientation to luxuries. This aspect wouldén&w be discussed in the light of
the comparable observations of mass productionotiefy and possibly also tex-
tiles without machinery in the antique structuréMediterranean Europe.

14 Rader 1971: 82; Biddick 1985: 831; Dyer 1989: 321¢ckee & Gehrisch 1977:
1377.
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feudal system, the expansion of mass demand bestorg enough
in some regions -also through exports on the bakithe implied
comparative cost advantage in mass-oriented iridastio trigger off
large scale investment in the improvement of stedisiad production,
frequently through small scale industry in particutegions (Thirsk
1978: 65; Berg 1993).

The emergence of this “popular pole” of industryynieave been
facilitated by those specific features which theedty of the
uniqueness of the West had focused on, but it ¢dabeoused to
maintain the inevitable character of the conceiunabf demand on
standardised industrial products. Many had, howeeentributed.
They may have occurred in different mixtures irfatiént regions, but
their common feature is the empowerment of labasirdemonstrated
during the middle ages in North Western Europe hg énd of
serfdom. Other aspects of the superstructure hesaiely hindered
the ability of the powerful to use violence agailatour, such as the
rivalry between the ecclesiastical (i.e. The P@&) secular hierarchy
(i.,e. The Emperor), as well as between eminentdelehders who
claimed to be independent from central instanceskings who
represented nations. The intra-elite rivalries rhaye increased the
possibility of labour expressing certain demandsdgid demographic
catastrophes such as the plague, all of which glaye role of
midwife to capitalism. In addition, ideologies ftioned as religious
beliefs, for example the notion of ritual equakiyong all humans as
present in all monotheistic religions (but, indegdp in many others).
But all this probably did not go beyond the argutmaade by Engels,
that the elites of Europe were more dependent emm thbour than
elsewhere and as a result they even adopted the laoguage
understood by their peasants (Engels 1884: 395hwilias a much
less common development elsewhere. But vernacatggubges had
an important role in all religious reform movemeniscluding in
India (with Buddhism and even the Hindu Bhakti moeats, Mair
1994: 712; Raychoudhary 1999: 278). Beyond culttaalors, other
factors may have played a role such as the avéjabf new land in
regions newly discovered (by Europeans and onl\Eimopeans) and
opened for colonisation by the peasantries of Nuvistern Europe
with their access to the central eastern Europdaimsp (German
eastern colonisation). This may have been importait only in
improving the lot of the migrants generally, busalthat of the
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remaining population (Kaak 2007: 73; Mottek 19643 ffl). In
comparison with the Asian empires, the relativaintiuous rainfall
experienced in Europe could be mentioned as a rfaatoich
influenced peasant independence from infrastructuvarks of
irrigation. There may exist many other causes whigtmain to be
excavated by research that will not invalidate thadamental
argument: the empowerment of labour is a precandiif capitalism.
The model is therefore open to specified multi-editis

Nonetheless, feudal lords were not systematic gtgnso of
freedom. The stronger factions participated in Kad alliances in
order to gain access to the redistribution of spoihde available via
conquest and centralisation, so that European fisudavas full of
attempts to centralise and to build up a univemsaharchy which
China had achieved after the warring kingdoms (M@5t 101 f.).
Universal monarchy was the great ideal of manylledtials during
the European Middle Age (Osiander 2007: 322). Mawethe Asian
structures had been the vyardstick continuously ptedh by
“rationalising” reformers in the existing Europefeudal structures,
with the most prominent examples being the EmpErederic If° in
his Sicilian domains, the Spanish monarchs of 6th gentury (which
Marx had called an Asiatic despotism, Marx 18540 ##and French
absolutism®. The centralisation of the feudal kingdoms through
hierarchical bureaucracies was ultimately achievétl, only
temporarily.

One of the characteristics of highly inegalitaridributary
structures has been masterfully analysed in ttzamisl world by Ibn
Khalddn (1967: 570-9and in the dynastic cycle literature of China
(Reischauer & Fairbank 1960: 117; Moore 1966: 4&8ntralisation
of the ruling class -taking its purest form in thetablishment of
bureaucracies- led to harsher exploitation, inéngasesistance, and
the de-legitimation of the authorities. In declihewever, the lack of
public order and the fact that craft production wast oriented
towards a mass sector did not necessarily leadowthy, even where

15 Comninel 2000: 22; Lieberman 1997: 500; Abulafi83:%esp. 44 f.

8 The approach therefore is not to engage in imtieild gymnastics in order to de-
termine the capitalist or non-capitalist characteabsolutism, as the tendency of
the lords to centralize rents, and the tendenayapftalists to gain access to rents
in order to be safe from excessive competition pginconverge. See as examples
of this debate: Anderson 1974: 34—-40, Wallerst8in4l 350f.
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the exploitation of the peasantry may have dectkdd®e reduction of
the tributary state’s regulatory capacity does metessarily lead to
thriving mass consumption goods industries.

| conclude, therefore, that the emergence of dagpntas the result
of accidents in the wake of which labour became mmeped to an
extent, in space and time, through which a popptde of industry
could emerge. The rise of new elites, hence thedemisie, was not
the result of an original fragmentation of the Eean elites
supported by socio-culturally determined ideas akbe limits of
centralised power, but of the emergence of pod##silto thrive on
the basis of profit without being patronised by tentral power.
There is no mechanism through which the rulingtafrdoe they
fragmented or centralised, can develop on the bafsitheir own
economic interests an interest in rising mass denaaid hence create
the dynamically expanding market for standardiseatipcts as the
basis on which to build profit.

4- CAPITALISM EMERGED BECAUSE OF RESISTANCE FROM
BELOW AND POLITICAL AND SOCIAL CONDITIONS
FAVOURABLE FOR SUBALTERN LABOUR IN VARIOUS FORMS

There were a variety of factors in some parts ofofe which
contributed to the empowerment of labour against, rend this did
not per selead to an outcome of “transition” to capitaliskharxian,
as well as modernisation as well as classical evanaheory,
maintains that capitalism requires extraordinaryg arontinuously
increasing surpluses for investment. Marx's theofy primary
accumulation is based on the idea of rendering uabeeak by
expropriating it. Labour has to be separated frdmm means of
production in order to make it docile and pliabterniew methods of
production and cheaper wages. Monetary Keynesiaodsrtributes to
this idea as it focuses on monetary policies inepri trigger off
investment but neglects an analysis of power wiatiwhich are
favourable to labour. My own interpretation of tHadustrial
Revolution is opposed to these positions. Therefane empirical
issues, which can be used to check the plausildfitthe contending
interpretations: (1) the development of real walgef®re and during
the Industrial Revolution, (2) the timing, the exteof, and the
regional focus of the enclosure movement in Brjté8) the product
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mix of industry which emerged in the Industrial Rerion, and (4)
the role of impoverishment following an interprétat of the
macroeconomic effects of the English Poor Laws.

Concerning the first point the discussion surrongdieal wages
around the period of the Industrial Revolution atijuseems to be
characterised by agreement on the relatively kg, rising wages of
English labour in sterling silver terms. Broadbearyd Gupta (2006)
report relatively high and rising real wages innterof non-food
products, despite less pronounced increases im grages. Also,
however, the level of food production and consumptdeveloped
favourably over time despite the temporary declineing the 18th
century from previously higher levé{s This coincides with the
absence of famines in North Western Europe from ltte 17th
century (Clark 1976: 379; Habakkuk 1952). The argnimof the
biometric school about a decline of body heightrfroigher levels in
the late 18 century is relativised by its own studies. Thislie took
place in (urban) settings with relatively high wageo that it is due
less to the availability of basic wage goods suglioad, than to the
preference for non-essentials, so-called amenibgsnewly mobile
people (Komlos 2003; Cinnirella 2008: 341). The toem of the
Industrial Revolution attracted immigrants and reimed small and
medium farms in agriculture (Redford 1964: 62; Lye07: 100).
Vries's observation of comparatively high wagesNarth Western
Europe in relation to the rest of the world, evéterathe crisis of the
17th century, confirms this view (Vries 2009: 189).

Comparisons between China and North Western Eutbpe
established similar levels of day wages were shtameglect the
much higher number of working days for north-westdpean rural
labour (Huang 2002: 534). Statistical informatiomoat declining
consumption from the decades between the 18th @tidcknturies do
not contradict the basic argument: low private n@ssumption was
due to the war effort (French wars) and does ndicate low mass
demand but rather decline in consumption goodsyutiwh.

Against the extended literature which claims thindards of
living in Europe declined between the late 15th aeadly 18th

7 Clark, Huberman & Lindert 1995: 235; Crafts 198091®uncan 2000: 196;
MacKeown, Brown & Record 1972: 352-60. Also acknowksdi by critics: Kom-
los 1990: 85.
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centuries, | would argue that in the wake of derapgic growth since
the 14" century the declining availability of food per d@aplead to
quantitatively less food consumption, or to constiomp of more
expensive food, so that the observation of high-food item
consumption by Broadberry and Gupta (2006) furtb@mfirms my
argument.

Second, Mar¥ following Thomas Moore (the 16th century
author), focussed on the proletarianisation of Bhglabour through
the enclosure of the common fields, which in th& d@ntury deprived
labour of its means of subsistence, particularly the lowiata of
rural labour (Marx 1867: 746). Land concentratiamidished until
the Glorious Revolutiofi, so that this shedding of labour occurred in
a period of growing industrial employment when momeges also
increased. Enclosure favoured large landlords mostltside the
regions of the Industrial Revolution, while in tbentral regions of the
Industrial Revolution enclosure was often achielrgdcompromis®.
Land concentration in the 18th century resultedhm gentry selling
large segments of land it had acquired during tieeqaing period of
concentration in land ownership (Wallerstein 19¥25, 240). These
sales were realised on the basis of high pricestwhilowed the
gentry, a new privileged class with special halsfinance its shift
from agriculture to developing decentralised indast and trade
(Clark 1998; Holderness 1971: 174).

Third, agricultural innovation or the so-called iagitural
revolution, was not the result of highly mechanigeaduction or the
shift in land usage from food production to exgmaduction (e.g. the
wool industry-“the sheep eating the men”) but wastlarge extent
the result of the ingenuity and economic freedomthed English
yeomanry". Overall, agricultural employment increased utiité corn
laws of the middle 19th-century. The shedding ofllabour was less
than the demographic increase during the 18th aady €l9th

18 As well as many others writers after Marx.

19 Cooper 1967: 435; Habakkuk 1939: 2-5; Hilton 19836; Hoskins 1950: 154,
178.

20 Chambers 1946; Allen 2003: 430; Allen 1988: 120Marxists admit the argu-
ment: Kulischer 1965: 64.

2L Allen 1992: esp. 310; Tribe 1981: 85. This oppads$esBrenner theory: Brenner
1976; Brenner 2001.
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centurie¥, and agricultural modernisation provided food fine
masses as well as additional employment, not enbgriculture, but
in growing small scale industrial undertakings whiproliferated
particularly in the core regions of the Industi@volution (Thirsk
1978: 159; Berg 1993).

This orientation of agricultural growth to mass ade&vas the basis
of English agricultural superiority until the migédof the 19th century:
England had the highest growth of agricultural pdtbn and
agricultural productivity (1500-1739 production dded, Allen 1989:
224) and already in 1800 one farmer was producirntgut for more
than 14 non-agricultural people (Bairoch 1966:28he relation
between seed planted and crop yields doubled tfecitate Middle
Ages, and agricultural output per land area alsabbif®. Clark
(2007: 98) even observed imcrease in marginal productivity of farm
labour. At the same timegextensive and decentralised land
improvement measures were realised and the ustifidial (partly
chemical) fertilisation begah A similar process occurred in industry
with the mechanised production of the largest siriigim of non-food
expenditure in poor households: textiles (John 12@5%. In addition,
many improvements were realised in other areasddistrial mass
production. Even the hitherto luxury items of Asianigin were
adapted to cheaper production methods so thatdbesumption was
made more accessible and thus enlarged (Berg Z)0Zhere is a
debate, reflected in these observations, on whétieeenlargement of
consumption was due mainly to the rise of a cowotusly growing
urban middle class or whether the “wretched masssadly shared in
the progress of technology (Eversley 1967: 210yliEh literature is
full of critical accounts of increasing povertytime country, therefore
a politico-economic analysis of the central aspettsfficial poverty
management should provide some insights here.

The English poor laws, which came into effect dgrithe
transitional period to capitalism -the so-calledlyedourgeois period
of the late 18 and early 17 centurie®- are not the proof of reckless

22 Beckett 1977: 580; Collins 1967: 361-5; Blum 1983;sBeal 2004: 940 f.; Bai-
roch 1985: 301.

Z glicher van Bath 1963: 328 f.; Braudel 1966: 9; kit 1915: 28, 35, 45; Kopsidis
2006.

24 Brunt 2004: 193; Kerridge 1967: 243; Wrigley 20888

% Block & Somers 2003; Oxley 1974; Broad 2000; Coaf&s] Solar 1995.
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exploitation that Marx would have us believe (Mai&67: 703), but
rather a powerful instrument for the protectiontleé poor against
their marginalisation (Elsenhans 1980; 1992). Letreturn to our
above figure on the marginality-cum-rent model: ¥é@& consider the
English poor as people who were unable to produsgrplus beyond
their basic needs for subsistence. With the intttdo of market
relations and the workers’ separation from the raeainproduction
(i.e. land) they were displaced and effectivelydme vagrants. The
parishes could force them to work for salaries Wetloe cost of their
subsistence and then complement the differenceutiing them into
poor houses where they received basic food andeshalbeit of the
most rudimentary kind. In comparison with manyaafay's marginalised
masses in poor countries of the South, Oliver Twiss better off. In
opposition to Marx’s explanation, the privilegedntiers or incipient
capitalists, had to pay for the total subsistericéhe poor, partly in
the form of a wage in line with work provided, apaktly as a tax on
their assets (in the English case, on land). Onlyhe basis of this tax
could the parishes pay for the upkeep of the podhé poor houses.
Poor relief consisted in the channelling of paftthe surplus into the
upkeep of impoverished masses which articulatedraatid for food
and machine-produced consumption goods so thatomes@
capitalists could increase investment spendinghétsame time, total
surplus obviously decreased (Malthus 1958: 5Mgss consumption
rose and even profit even increased tendentiallgly Qhe rents
accruing to the privileged decreased. During thelevlof the 17th and
18th centuries the English gentleman representedlyng second rate
member of the upper strata of European societyelation to the
continental aristocrats (Thomas 1963: 59; Borkelid: 172).

Out of these four empirical insights we can draw tonclusion
that the decisive element which allows the empoveaitnof labour is
the removal of marginality. The removal of margityaby increasing
the marginal product of labour and/or by social saeas which
protect the poor is the basis of the emergence pfoketariat, the
doubly free worker who is liberated from all prepitalist ties but also
from any property, i.e. the means of production fME867: 742), and
who, according to Marx, had only to cast off histdes (Marx &
Engels 1845/46: 69 f.). In contrast to wage workarpre-capitalist
economies (where the wage relation already exisseh proletarians
in incipient capitalist modes of production did r®tchange their
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freedom for new kinds of patronage because they rwacheed of

protection from above and could stand as indivisiuat the labour
market without the protection of a patron for oimae reason: they
produced a surplus, therefore they could be exgpind hence, they
had a fair chance of being employed. Exploitatien @ more

complicated relation than has been described bgettvaho merely

criticise it from a moral standpoint.

The varieties of ways in which this empowerment \wakieved
also explains that there is no uniform pattern wEngition to
capitalism, but that there are various possibditef empowering
labour. In the western regions of Germany there w&amixture
between agrarian structures of the English type analssive
infrastructural spending on railways (Fremdling 19Kocka 1990:
68). Pre-capitalist ruling classes in Japan purstiesl goal of
increasing military power and fiscal revenue. Thppeared as a pre-
capitalist elite which was committed to modernmatbecause they
hoped to increase resources available for investimeshifting from
taxes payable in kind to a future where land taxadd be payable in
monetary form. It was only unwise state-led investmspending
which led to inflationary pressures that becamerdtiad burden on the
peasantries. Rural markets expanded because thsampgacould
increase their marketable surplus (Hayami 1972Gt@powski 1994:
443). The adoption of the Western values of therdpmis revolution
was, however, not among the priorities of mostdmefers” as was the
case in many other countries that wanted to imprbregr military
potential against an intruding West.

Whatever the size of the Westward migration intimted States
and comparable possibilities of colonisation, ihestregions of new
settlement (I make reference here to the famougr@amrsies on the
Turner thesis) labour could not become marginalniere was the
possibility of withdrawing to a homestead with @senable level of
production, even if only a few members of sociaigkt this option
(Webb 1952: 27 ff.; Coelho 1976: 221; Karabel 192212 ff.).
Outward migration also empowered non-migratory pagns. Such
outward migration in the form of the transatlantiigration of the
19th century played an important role in reducingrgmality,
especially in the Scandinavian countries (O’RougkeéNilliamson
1995: 174; Riegler 1978: 45).

Increasing exports also played a supporting roteexample, in Japan
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as well as in some European economies-which wihese o the centres of
self-sustained industrialisation (Ranis 1957: 60@kyr 1974: 381).

It is possible to identify in a uniform manner tlseiccessful
management of marginality, or absence thereof,has économies
which achieved the transition to capitalism. Thecisige factor,
empowerment of labour, was in the final instance ttondition
through which the neoclassical theory of wage duifictioned. What
all this evidence shows is that rising mass incoaresa consequence
of capitalist growth and not a root cause of it.

5- CAPITALISM IS EXPANSIVE BUT NOT CONTAGIOUS

Capitalism depends on the empowerment of labourit lloes not
lead by necessity to such empowerment if transdein@m outside by
the mechanisms of integration into the internaticlgsion of labour.
Authors such as Marx and those from the classiodl reeoclassical
schools assume that the search for cheap labouls l¢a the
propagation of capitalism as the latter is basedhenpossibility of
appropriating as much surplus labour as possilhie.Kleynesian view
followed in this paper assumes that integratior itite capitalist
world system under the impulse of the search fofitpby capitalists
may not lead to the emergence of social structuvkah allow
capitalist accumulation in the newly penetratedaresg Therefore the
penetration of non-capitalist structures by cajgitaines may result in
under-development instead of development. Transmalti trade
relations and even international specialisatiorstexi long before the
emergence of capitalism, and capitalism may talex such relations,
and even decisively influence all of the particiggarHowever, this
still does not imply that the capitalist world syst under the
dominance of capitalist centres transforms the whabrld into a
capitalist structure.

Trade, even pre-capitalist trade, ultimately degemd comparative
cost advantages which are transformed into costpettiveness by
the adjustment of basic reference goods under aimpitonditions,
the general price levels (specie currencies), eretkchange rate. Pre-
capitalist long-distance trade was regulated bydimsire to exchange
valuable luxury products from the economy of origigainst the
maximum possible amount of luxury products in thestohation
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economy and which could be sold at high pricesahd?’. Prices
depended on the uniqueness of the product so Heatgtiantities
traded of any single item were limited. The richesociety, the more
diverse luxury items it can offer so that the ollepaofit in trade
increased. Long-distance trade, therefore, primardlonnected
Wittfogel’s rich hydraulic empires (Wittfogel 1938394-597). Trading
routes also had to be protected against free riéddirsf this favoured
the more powerful states and Empires.

The aim of European trade expansion in the 16thucgmwas to
enter the existing networks of global trade under best possible
conditions. It consisted in circumventing major @og who had
control of the existing trading routes and led, ré¢fiere, to new
discoveries. This process was largely characterlsedower and
plunder, similar to the process of “previous acclaton” which had
occurred in Europe and elsewhere earlier (therlaften referred to as
exploitation). The poverty of Europe in luxury gesodreated great
incentive to exert power, to search for preciousatseand to proceed
to import substitution in areas under European robnivherever
possible-e.g. the plantation economy of the Caghtend some other
parts of America, but also import-substituting ietfialisation in
textiles and luxury items (Berg 2002: 3).

If the argument holds that any particular capitatischnology
reduces the costs of production so that it becasabddinancing, then
such exploitation was not necessary for accumulatiche argument
holds that technical progress is achieved undeitatepn through
economies of scale (mass production) then the pluddscribed here
constituted more of a threat to accumulation thappert of it, as it
allowed for greater inequality, the enrichment &d elites, and the
political disempowerment of labdlr The pattern of plunder and
monopoly control of trading routes for rare produltike spices did
not constitute any departure from pre-capitalisicitires because it

26 This does not exclude the fact that outside Eutbpee was also an increase in
mass consumption-oriented trade (Lewis 1973. 256 importance of Asian
cloth for English trade and the East India Compaisdarther proof. As | do not
consider trade and exports as an important caugeedfansition to capitalism, the
issue need not be pursued here.

27 Wallerstein 1974: 22-24, underlines the importanicpeasant resistance and rising
incomes in the 15th and 16th centuries, but on da@e characterises a role of the
periphery for accumulation.
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discouraged capitalist technical development wiserexternal
financial resources where not required for invesiffieEuropean
trade expansion led to increased interaction and & patterns of
specialisation which led to trade in items otheenthjust luxuries.
These relations, whether elaborate or loosely octede may be called
a world system when the emerging pattern of sgeat#ns lead to
path dependent patterns of differential developnugmortunities as
described in the image of interconnected developraea under-
developmerit.

The emerging pattern of global pre-industrial spksation was
hence characterised by: a comparative advantagexury items in
the Asian civilisations, together with naturallycacring goods such
as spices; and marginalisation of the communitanaodes of
production which were used to acquire labour atgsrbelow Europe's
cost of reproduction (slave trade). The Europeane@mies without
access to wealth, but capable of defending themsel@gainst
dispossession or enslavement, had to produce sitoplequality
products which were characteristic of European ggpmtil the 20th
century.

As productivity increases in the wake of technioalovation were
higher in branches where stocks of raw materialewess important,
the result was that economies which were techyidackward soon
emerged with a comparative advantage in raw maemauction. In
addition they suffered less than the dynamicallgustrialising
economies from deterioration of natural conditioth® exhaustion of
mining deposits, etc., conditions on which raw migteproduction
depended. They became price competitive wheréntiited bulk allowed
profitable transportation, for example this begaithwnon-ferrous
metals rather than iron.

Technical growth through mass consumption impliescgss
innovation which leads to product innovation. Newoduction
processes which developed on the basis of the ptioduof mass
consumption products made possible the productiarew goods to
meet needs which until then could not be satisfmdgoods, the
existence of which had remained hitherto in thémea fantasy, such
as the flying carpet of the fairy tales. These nemeducts were

28 Thirsk 1978: 169; Chapman 1970: 252; Donnachie 12283; Bairoch 1969: 55.
29 Frank & Gills 1993: 38; Wallerstein 1988: 582.
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initially expensive and inaccessible but were todmee democratised.
This increase in the availability of new luxuryrite on the basis of
mass consumption-oriented technical innovation edube loss of
markets for the Asian producers of old luxuriest ooly in Europe,

but also in their own countries.

The capitalist world system was characterised henone side, by
the co-existence of capitalist economies based isimgr mass
consumption, permanent technical innovation, aedigwelopment of
new products; and, on the other side, by econowitb®ut such mass
consumption. Here the privileged tried to incre#tseir purchasing
power by reducing the cost of production usually $lyedding
marginal labour, which had until then been protédctender pre-
capitalist relations of solidarity which, admittgdtook very different
forms. This had important consequences for ecorothiat had not
yet developed. Their external position as expon@s characterised
by specialisation in price-inelastic products, whicimplied
tendentially declining terms of trade (even if terof trade rose in
some periods when products from these “peripherregally entered
European mass consumption-especially in the late é&ntury such
as coffee), an interest in keeping prices highutiinothe administrative
control of available quantities (i.e. raw matecaltels), and the explanation
of technical backwardness as a result of exploitathrough forgone
earnings in traditional raw material exports. Tdliewed the denunciation
of Western imperialist domination. However, atshee time the powerful
classes in the non-western periphery attempted llifo veith the
imperialists and become their bridgeheads. Highniegs from
exports created the illusion that maintaining dostability could be
achieved without special effort in support of tleevd-trodden. These
bridgeheads easily accepted the marginality whitlowiied from the
dissolution of pre-capitalist embeddedness of ther [in the villages,
but also in the cities, to which the marginals watteacted in order to
enjoy some minimal benefit from the trickle down re@ts in the
hands of the urban “elites”. Limited modernisatguch as extended
healthcare systems as well as some of the benefitsolonial
domination (such as the end of internecine warfamjtributed to
demographic growth and intensified marginality. Asich, a
disempowered population could not impose mass ptamu for its
own needs which would have created employment foe t
marginalised and hence ultimately helped the ttimmsto capitalist
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growth.

Under-development appeared simultaneously in thmm fof the
scarcity of investment capital -especially lackfofeign exchange-,
and social crisis characterised by surplus pomnafrhe employment
problem could be tackled either through exportsi\@fv products or
better raw material prices. More exports of newdpuats required
devaluation until comparative advantage in pri@stt manufactured
products was transformed into cost competitivené¥ghout an
accompanying corrective intervention in the raw ariat sector this
meant the disappearance of good earnings fromtitradi exports,
especially raw materials. Good raw material prieese, however,
looked upon by the great majority of the populatienthe wealth of
the country. An alternative solution was the inse@f wealth via
politically imposed higher prices. The appropriatiof this wealth
constituted the collection of a rent.

The channelling of that rent into previously unjtedifie investments
-as the basic aspect of economic diversificatiodeurconditions of
under-development- required a structure which didfollow the rule
of profit maximisation, and this could only be anrgapitalist political
structure. The appropriation and channelling oftgeto overcome
under-development implied an increase in the ecanonportance of
the state, the representativeness of this state-wvis the target
population (this had implications for later decadsation), and the
constitution of a political class in control of teate. Such a class was
independent from domination by other classes ferdimple reason
that it had direct access to rent and could useawerihe basis of its
own discretionary power, free of control by othéasses (including
the “metropolitan bourgeoisie”). It was this indeadence which
separated this class from the idea of Weberiandugracy. | call it a
state class (Elsenhans 1981: 59 ff.; Elsenhans: 1996ff.).

These state classes constituted both a danger ramiisp. The
danger consisted in the waste of rents, espedfathey fuelled the
accumulation of increasingly heavy-handed renti@tes structures
which further blocked social development. The pseEntonsisted in
their capacity to build up diversified economicustures through
which previously unprofitable investments could kealised and
become profitable. Such profitability could comeonfr the
development of the web of inter-industrial relagpbut also through
employment creation and welfare measures which teagtowth in
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internal mass demand. Both of these facilitatedatgreindustrial
production through learning by doing and skill fation, and
ultimately improving comparative advantage and riméonal
competitiveness as described by all those analydesh insist on
import-substitution as a precondition or a supgdort the shift to
export-orientation.

The notion of a state or administrative bourgeaisieoves all the
distinctions between societies with politically bdsexploitation and
capitalism. It hollows out the very concept of ¢ajgm in order to
construct a moral indignation. The argument thas¢hstate classes
can achieve only the transition to capitalism amd to socialism
(Mattick 1969: 341) can be qualified in the senbatteven this
depends on their capacity to achieve high levelsngbloyment or the
empowerment of labour in ways other than employmientis, some
state classes have been more successful than otdependent of
whether they have been oriented historically towayiltist ideologies
(South Korea, Taiwan, Thailand) or leftist ideoksi (People's
Republic of China, Vietnam). There were cases wleersocialist
discourse was remarkably unsuccessful (AlgeriapBgy

The fact that these goals were achieved on the lsisimproving
financial resources appropriated as rents indicdi®ishigher income
for non-capitalist agents did not and does not hidmengrowth of the
capitalist centre.

This invalidates the enduring argument by the Noirh its
negotiations with the South, at least since thedation of UNCTAD
until the latter's failure in the mid-80s. Herewhas argued along
neoclassical lines that a reduction of resourcegte North would
limit growth there and consequently the capacityhef North to carry
the South. Instead, the higher purchasing powéneBouth provided
markets for the North particularly where rents wienstate classes in
highly populated countries.

The failure of the so-called Third World developmestate
indicates that the hope of establishing capitalsmot fulfilled by the
availability of enormous financial resources. CalBm created rent-
based structures which for long periods were nseg¢alved either by
capitalist forces from outside or by internal cadictions in these
societies. They were dissolved by the overconsumpi the ruling
state classes, just as described in the parallgitates of ancient Arab
empires in the work of Ibn Khald(n (1967: 571).
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6- THE GLOBALISATION OF RENT: THE ACTUAL
GLOBALISATION PROCESS UNDERMINES THE SOCIAL AND
ECONOMIC CONDITIONS FOR CAPITALISM AND CREATES
THE THREAT OF A RETURN TO RENT-BASED STRUCTURES

Manufactured exports as the centrepiece of glodtédis may lead
to generalised rent seeking at the global levaednaf’we do not take
into account the increasing market imperfectionsated through
technical monopolies and company networking aimetieareduction
of transaction costs (such as hierarchical chaihsproduction,
Elsenhans 2006). Globalisation is not based onrergésation of
perfect competition but on intelligent mechanisnhsusing rents for
improving international competitiveness. It may dedo the
empowerment of labour, but given its limited ch#eacthis is not
probable, and less so because of the strategieslahding and
developing economies pursue as their second options

Export-oriented industrialisation is often accompdrby low real
wages, but is primarily successful via relativebw! international
labour cost®. Low real wages measure the basket of goods alaila
for wage earners, while low international laboustsomeasure the
cost of labour internationally via a freely convi@lé currency. A
simple search shows that per capita incomes ahpsimg parity -and
hence also real wages- in most Asian and Latin Agarrcountries
are about four or five times higher than per capit@mes -and hence
also monetary wages- in international currencyhatgoing exchange
rate. The low labour cost areas are not the poartyhunger ridden
regions of sub-Saharan Africa, but East and Souist Bsia where
famines have been overcome since 1945.

Exchange rates lower than purchasing parity aredam the
mobilisation of rent from the agricultural sectdt low levels of
income, the subsistence needs of the additionakevsremployed in
the enlarged export sector consists predominaiftigonl (about 50%)
as well as equal shares (of about 10%) of text#hs]ter, traditional
household equipment, and modern appliances like ré¥igerators,
etc. With the exception of the appliances, theselyets are all within
reach of the local informal sector and small s@adkistry, at least in

30 Elsenhans 2002: 63; Elsenhans 2004a: 2; Elser@0Ba: 24; Elsenhans 2005:
21 ff.
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Asia, North Africa, and Latin America. Most of ttegpliances are
produced in countries of the South, at least imdded quality
versions. In order to feed these additional worl@isnted towards
exports as well as workers in the industries whsclpply them,
therefore depends on the availability of additiofiabd, i.e. on
agricultural surplus. Therefore, the successful oexpriented
countries have all benefited from the Green Reimtutespecially in
rice production (East and South East Asia) and trese been self-
sufficient, at least initially, in food productionThis is a major
difference compared with the bulk of sub-SaharamcaAfand the Arab
world.

After devaluation the newly available surplus cobtlbought by
newly employed workers with the incomes paid tonthie national
currency. These incomes gave them an entitlemewage goods, in
this case, basically food. Through this mechanttm,ground rent of
the landowners was channelled into mass consumptitrout any
further administrative mechanism, such as a land \Without this
devaluation land owners would have been able eithexchange the
produce of the land on the world market, possiblg better exchange
rate, or, in case of an absence of this externatade, use the
additional food to employ additional workers onithestates in non-
agricultural occupations in order to transform tireund rent into
non-agricultural products for their own consumptidihere both
possibilities were excluded, the ground rent wquiobably not have
been produced at all, or not been appropriatechéyandowners, but
rather transferred to (foreign) consumers in thenfof cheap food on
the world market. The rent character of the addéioagricultural
output is evident in the case of the successfulerBevolution,
however, it also becomes visible in other situaiosuch as in
Vietnam, where many regulations were imposed oricalgural
producers in order to block the export of food.ditianal agricultural
exports are, in most cases, extremely “profitalalieievalued rates of
exchange.

Export-oriented industrialisation in developing eemies in the
South is less an expression of a generalised @aptdut of the
emergence of rent which can be used for subsidigitystrial
diversification-in this case not by means of proter the home
market as in the previous model of import-substit
industrialisation, but by means of using the waonlarket.
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Devaluation-driven exports are therefore limitedtty availability
of an agricultural surplus. The removal of the @iyefor agricultural
surplus would imply the danger of a return to faesinvhich are
desirable for no class whatsoever. The other lfimit devaluation-
driven exports is full employment. Germany afted99and later on
Japan, South Korea and Taiwan, have demonstragtdi¢ivaluation-
driven exports lead to an overheating of the ecgnavhen high
levels of employment are achieved. Devaluationariexports will
lead to imported inflation when labour markets beedight. Korean
economists define as a turning point the level mpleyment where
wages increase not only in the export sector budther sectors as
well (Bai 1982). Counteracting the internationateao the bottom
with respect to costs and wages will be successhly if all
participating economies, like the capitalist indiadised economies of
the late 19th century, operate at high levels oplegment. The
current strategy of “tightening the belt” proposbyg mainstream
policy makers in the high wage economies will netsnccessful, as
any effort at cost reduction will be counteracteg Hrther
devaluations.

Most of the arguments proposed today to explait ldd@our can
no longer act nationally have already been expodinge other
historical contexts. Bismarck, for example, arguttht labour
protection in Germany would be possible only if @any could erect
a Chinese wall against the world market (Hubermavdssner 2010:
esp. 665f.). At that time, the combined pressurdabour in the
industrially competitive economies caused Europgawvernments to
link trade liberalisation (via bilateral trade agments) to the
implementation of labour standards. This step wdsezed during a
period when transnational mass communication aniadgstrialised
countries was far less developed than is the sy tbetween old
industrial and emerging industrial countries. lIttherefore not the
absence of communication but the absence of aramaxjibn of the
structure of the capitalist world system which keépe organisations
of labour, marginalised groups in the South, arghoised labour in
the North, from developing the basis for paralled aconvergent
strategies. In the absence of such an understarubtiy types of
economies will intensify rent based strategies.

In industrialised capitalist countries the uselgtsategy of general
cuts in labour costs in order to defend oneselinsgadevaluation-
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based competition does not prevent large segméngaldic opinion
from successfully accepting and even supporting evatcreases
clearly below productivity increases. Social denraticr reformers
pretend to follow more intelligent strategies bgdteating” labour and
improving “training” in order to acquire a techrlicadvantage,
ultimately attempting to secure technical monoliEhis also raises
the rate of physical productivity growth above tbeel of real wage
increases. In both cases, productivity outruns ymctdn. When
productivity increases more rapidly than productiba result is the
classical definition of an under-consumptionistdiemcy in Keynesian
terms (Woytinsky 1935: 165; Bell 1940: 169), whereweoliberals
would explain productivity outrunning production as opportunity
for accelerating accumulation. The observation ofsic and
unemployment on the basis of productivity outrugnproduction is
therefore a clear indication of the lack of any eroal reality in the
neoliberal interpretation of crisis. Limiting wagmcreases and
increasing the productivity of labour beyond wageréases as a
reaction to globalisation only leads to under-comgtionist
tendencies.

Developing economies follow similar strategies. &leation is
costly, although the costs can be limited if neanohes of production
become rapidly competitive. If existing structudsproduction with
export potential can be shown to trigger demandfditure branches
which can already be quickly established withditildditional cost for
training or subsidies, then the promotion of suafanbhes by
subsidies can be justified with a view to futurendad from the
growing export branches they are linked to. Thisved upgrading of
the export mix and import substitution for inputsdaeven equipment
for export branches. For example, when Korea fatadining price
elasticity of demand for its textile exports, itobked the import of
textile machinery (Haggard 1983: 283; Mytelka 19868). Textile
exporters had to turn to the suppliers of theirsmarts, instruct them
on the characteristics of the machines they neealed,order from
them newly designed or imitated textile machindmposing local
content rules on foreign firms which produce fopet is a general
procedure in developing economies. These ruledbeamposed if in
the developing economy some production lines arefficient that
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their profit rates are far above average fat&urdening them with
additional costs as did the Koreans by forcingrttesitile exporters to
buy initially more costly locally produced textileachinery meant the
appropriation of an “extra profit” in order to u#tefor subsidising
local textile machinery production. The overall mma&gism is no
different from an oil producing country’s tax imgason oil exports,
using the proceeds for state-subsidised industaitdin programs. It is
no accident that East Asian economists discussdleeof rent as a
subsidy for promoting export orientatfén

Rent-based strategies of promoting internationahpetitiveness
by changing comparative advantage are very infagest the usual
assumptions inherent in theories about the prodogatle, or
dependenciaapproaches to the stability of the hierarchy i th
international division of labour, have proven notlie universally
applicable (Elsenhans 2004b: 268; Elsenhans 20EKisting
developed countries will have a comparative adgnta established
high technology industries due to knowledge gaifnreth experience
in specific branches, at least to a certain extenemerging high-
technology industries all competing industrial civi@s, both old and
emerging, have no experience or accumulated kngelad the field.
Emerging countries can overtake the old industi@lintries in new
emerging industries despite lagging behind thethése most modern
technological areas; as long as this lag is lems the degree to which
they lag in those industries in which the estallshndustrial
countries have a leadership position. An exampl€aea: Germany
forgoes its production in microelectronics becaitsénas a huge
advantage in the production of luxury cars suchMascedes. The
success in this latter industry leads to an exaohanate for Germany
which is so high that its microelectronics prodotibecome too
expensive in relation to, for example, Korea. Sinttustrial policies
ultimately depend on the political appropriation reSources to be
allocated to as yet (or possibly, never) profitabtdivities, where
others have to take the risk instead of capitaigtrepreneurs. All
states strive to be the first by subsidising higthnhology (Krugman
1987: 134 1.). As a result of the implied politicituggles also in the
internal relations between economy and politicsvieéght of politics

31 A good example is the auctioning of export licenddorkre 1979.
%2 Cf. the contributions in Khan 2000.
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increases, even if this is advantageous to cagiiaterests (which are
always particularistic).

The structure of the WTO and even its conflictsles this
tendency towards the politicisation of the worldmamy: decisions
are not mandatory but allow claimants retaliatorgasures which
depend on their political and economic power. Theéghting of votes
is not required when decisions are not mandatanyparticular,
developing countries do not allow an intensificataf liberalisation -
called deep integration- which would deprive goveents of major
political tools to promote technology (Young & Psten 2006: 795).

It is clear that an alternative strategy would regjthe politically
conscious cooperation of all social groups conakrrespecially
labour. | do not intend to discuss the problemsctvlsiuch worldwide
alliance building would face, but | insist on thacf that this
requirement documents a major aspect of maturetatiapn in
comparison to emerging capitalism. My model wasgtes] in a way
that all the participants in the class struggleevempowering each
other by simply following their own individual ($ish) interests.
Initially, ideology may have mattered for mobiliginone’s own
support group. However, ideology was not, until nowcessary for
understanding the whole system or even the relevahone's own
actions for the stability of the system. Capitalldofollow the idea
about rising wages being an impediment to growttabse they rose
anyway as long as labour was struggling to secassurces for
survival. As such, ideological hegemony was of sédeoy
importance. All this may change, however, if cdfgta cannot be
brought operate at levels of consumption appropti@tts productive
capacity through the simple spontaneous resistahtiee needy, but
nonetheless empowered, masses.

7- IN CONCLUSION: SOCIALISM OR BARBARISM

Globalisation is not the only mechanism which tteaa the class
balance which | consider to be characteristic aondstitutive of
capitalism. There are others, such as the emergeinnen-material
needs accompanied by strategies for limiting comtiom through
savings, the need for collective consumption, tkerdification of the
working class, and, as a result of these develosn#re overarching
importance of the ideological realm.
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My model is based on the following assumptions: detiwlds
without access to means of production willingly eqaictheir exclusion
from direct participation in the management of fuspand are
satisfied with being able to meet their immediateeds of
consumption. They accept the objective socialigatb investment
through the orientation of final demand. They dd abject to the
privilege assumed by the entrepreneurial classiterpret the future
development of demand. They “understand” that eépih operates
on the illusion of the private character of properthereas in reality
most property is simply a mechanism which givedcket to the
appropriation of surplus value. It was argued thath appropriation
of surplus labour through “self-valorising capitalepends on high
levels of employment and rising mass demand.

This pattern of behaviour can develop only if hdwdds have an
ultimate guarantee in imposing their condition ohp®werment:
employment. Capitalism was, and is, successful aagy las all
participants are confident in their own future empaoment. There is
no need for a cultural, political or social meclsamito create trust
beyond either side’s sticking to the formal rulégh® game, as long
as the restrictions of any alternative optionhegitfor households or
entrepreneurs, do not allow them to seek anythitigerothan
maximum consumption and maximum profits. In thatnsse
capitalism does not need culture or trust. It gae fculture from the
need of maintaining trust in the system as did tdmples and the
palaces of older timés

The argument that savings do not constitute a thoeprofits has
often been rejected by insisting on the cyclicaure of saving and
dis-saving during the life cycles of householdsmiajor industrialised
countries, especially Japan and Western Europee thas been a
massive rise in rates of saving since the 1960slaii@s. It has fallen
only recently, following the downturn of these ecomes in the
1990s, although it still remains high in comparigdonthe periods
before 1960 (Harvey 2004, Masubuchi 2006). Withpees to the
possibility of private entrepreneurs raising theeraf accumulation,
hence increasing their indebtedness, the Germanvdatld indicate
that the creation cost of new productive capadtyat rising. As a

3 As Marx described, these monuments representedviéérarching unity of the sys-
tem, Marx 1857-1858: 377.
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consequence of low capital requirements, investnienplant and
equipment is increasingly financed from amortigafioAccelerating
accumulation by raising external finance of investtnappears to
entrepreneurs as risky and is avoided whereveilpess

The increase in household savings removes thébikeen labour
costs charged to entrepreneurs and demand accioiegterprises
constituting an objective demand for redistributioh the right to
control assets. They occur because labour no lohgsr just its
material need of immediate consumption, but adu#imeeds which
are formulated in a longer-term perspective. Ingirep savings
demonstrate the achievement of capitalism to gafistreasingly
material needs, so that non-materialistic needs lmmegarded as
realistic options. Not all of these needs conditat restriction on
consumption, however. In relation to existing nedtisy are often
directed to collective goods. Their production rieggi the collective
organisation of the potential beneficiaries and tiype of collective
organisation exceeds the organisational and culteguirements of
the wage earners organised for collective bargginiBpecific
collective goods are not easily quantifiable wiglspgect to the benefit
of all those who are interested in them (includitipir precise
qualities), but demand widespread agreement oprémse definition
of the demands. One of these collective goodseigtivironment. It is
already multifaceted at the national level but m@e at the
international level, where carbon dioxide sinks émests are traded
against requirements to lower pollution standandsking account of
differential obligations because of differences iaconomic
development and the necessity to compensate faiopseexploitation,
etc. The actual discussions at the global levelvstmowhat extent this
leads to international rent seeking.

The importance of disembodied technical progresscipitalist
growth has been mentioned as a condition for theteraance of a
constant capital output ratio. The other elemerteohnical progress,
human capital -i.e. basically human skill-is undyeudistributed
among the working population. Specialisation impliat humans
always have skills in some, but not all, areasdatifvdy. In the past,

34 Net investment was only 21,7 % of gross investniieh 2001 to 2008, the last
years for which data where available. Data froniStaches Bundesamt 2011: 14,
40.
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for example, machine producers had all the skiis producing
machines for the most diverse of purposes. Theshnidili Revolution
may be considered as characterised by the comianatiuniversally
applicable skills in innovations which led to mashiproduction. The
increasing diversification of products and prodoctiprocesses was
characterised by the increasing importance of igtdpecific human
skills. As a result, workers increasingly have idifty in shifting
from one activity to another due to the segmentadiolabour markets
(Mallet 1969: 84-95). A politically unified workinglass emerged as
the result of the principally uniform requiremerits labour in all
activities. The removal of this unifying tenden@stto lead to the rise
of sectional interests. One hundred years agoutinversal mode of
transport was dominated by the drivers of trainire®gy but today
there are many type of drivers: pilots, truck drsyecouriers and
postal delivery drivers, bus drivers, etc. Conterapp information
specialists understand only some programs and tateal with
others. In the reconstruction of East Germany itabee clear that
skills are enterprise specific. Despite a similamber of years of
training, it was more costly to combine East Gerntemour with
modern technology than West German labour (Deussateitut fur
Wirtschaftsforschung 1992: 293).

The homogenising mechanism resulting from a rigngtlement
of labour and leading automatically to equilibriuretween
investment and a relatively homogeneous consumpsiamo longer
the result of uncoordinated parallel activities evhiadmittedly
converge into equilibrium only chaotically. Theeatipt of labour to
satisfy needs other than material needs, the rigimgortance of
collective goods, and the fragmentation of laboavehundermined
this process. Maintaining the stability of the systrequires some sort
of political intervention and negotiation, whergasviously anything
was acceptable. Transaction costs in negotiatiogguire the
narrowing down of options and therefore increasinigierarchical
decision making.

We may assume that the emergence of trust to antegteviously
unknown in history is required for maintaining tlregulatory
advantages of capitalism over non-capitalist madgsoduction.

Whatever problems are associated with these presesd
coordination, it can be assumed that it becomagasingly unlikely
they will push the economy to the point where nmassemes become
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so high that any other surplus appropriation idusled except profit
realised through investment spending. This is aatat with market
imperfections for differentiated goods and servitesough which
oligopolistic price fixing becomes more widespre@tis implies the
emergence of financial resources quite in excesgvelstment which
further multiply as shown by the recent financiakis (Elsenhans
2010; Baily & Elliott 2009: 5). The capitalists afieeed from fierce
competition and shift to power based strategies sofrplus
appropriation, where rivalry and political clout tteat.

There are two conclusions to be drawn from theseletecies:
capitalist means of appropriating surplus are wee#teand the
establishment of new or complementary mechanisvs ttabe based
on political negotiation in which the possibilityf eeither side
prevailing depend on their capacity to instrumasgathared patterns
of interpretation, shared values, and shared noimabour alone
cannot prevail on the basis of demanding real wagésnust justify
its claims on the basis of shared ideas. Not singly in this
situation, cultural factors increasingly matter.

Without describing the new structure which emerdes traits
make it appear as non-capitalist: access to surgipends on
positioning via socially accepted power structurgSapitalist
competition cannot avoid the entrenchment of theseer structures
because power positions are permanently created reimfiorced
without a parallel process of their destruction panmable to the
devaluation of already invested capital throughhmézal progress in
capitalism. This leads to a hierarchical macroedtme of society.
Labour can no longer assert itself without beconminflyential, if not
hegemonic, in the cultural sphere where the ndgesskisurplus can
be challenged and the criticism of wasteful congionpcan be
addressed.

The system will tend either to a new rent-basedctire -not so
dissimilar from the ancient tributary modes of prciion, despite a
very probable ideological openness to technicadigss- or become a
labour-dominated system where labour utilizes thedeniable
achievements of capitalism for orienting productisith respect to
results and conditions of production (environmeia, well as for
reducing alienated labour (labour supplied for shésfaction of the
needs of others), by further technical innovatigvhether the first
option should be called barbarism may be debatediifeerent pre-
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capitalist modes of production have been shown Hay dritics of
Orientalism to have been quite civilised. Whether second option
will be achieved as a sort of an end of history mp be doubted, as
evidence of the emergence of capitalism does nawslhat
ideological hegemony is an important goal of labdureasonable
household income targets are achieved. A sort nigheOld Chinese
society with avenues for individual climbers migitbve to be quite
stable and considered by theorists of “the end isfoty”*> as the
fulfilment of the market society where individualffats and
commitment matter.
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