


























































































































































































































































































































































































































































































































































































































































306 0 MODERN CAPITALISM AND REVOLUTION 

8 .  Even when struggles in production reach a great intensity and attain a high 
level, the passage to the overall problem of society remains the hardest one for 
the workers to make. In this field, therefore, the revolutionary movement has a 
key task to perform. This task must not be confused with sterile agitation about 
incidents in the "political life" of capitalism. It lies instead in showing that the 
system always operates against the workers; that they cannot resolve their prob­
lems without abolishing capitalism and the bureaucracy and totally reconstruct­
ing society; that there is a profound and intimate similarity between their fate as 
producers in the workplace and their fate as people in society, in the sense that 
neither one nor the other can be modified without the division between a class of 
directors and a class of executants being suppressed. Only through long and pa­
tient work in this direction can the problem of how to mobilize the workers 
around general questions be posed again in correct terms. 

9. Experience has proved that internationalism is not an automatic product of 
working-class life. Formerly it had been developed into a real political factor by 
the actions of working-class organizations, but it disappeared when the latter de­
generated and lapsed into chauvinism. 

The revolutionary movement will have to struggle to help the proletariat 
reclimb the long path down which it has been descending for the past quarter 
century. It will have to breathe life back into the international solidarity of labor 
struggles and especially into the solidarity of workers in imperialist countries 
with the struggles of colonized peoples. 

10. The revolutionary movement must cease to appear as a political move­
ment in the traditional sense of the term. Traditional politics is dead, and for 
good reasons. The population has abandoned it because it sees it for what it is in 
social reality: the activity of a stratum of professional mystifiers hovering around 
the State machinery and its appendages in order to penetrate into them or take 
them over. The revolutionary movement ought to appear as what it really is: a 
total movement concerned with everything people do and are subject to in soci­
ety, and above all with their real daily life. 

1 1 .  The revolutionary movement ought therefore to cease being an organiza­
tion of specialists. It ought to become the place-the only place in present-day 
society outside the workplace-where a growing number of individuals relearn 
how to live a truly collective life, manage their own affairs, and realize and de­
velop themselves while working in mutual recognition for a common objective. 

12 .  The propaganda and recruitment efforts of the revolutionary movement 
henceforth must take into account the transformations in the structure of capi­
talist society and the generalization of its state of crisis. The class divisions of 
this society are more and more becoming the division between directors and 
executants. The immense majority of individuals, whatever their qualifications 
or level of pay, have been transformed into wage-earning executants who carry 
out compartmentalized tasks. They feel the alienation in their work as well as 
the absurdity of the system, and they tend to revolt against it. Office staff and 
office workers as well as people in so-called tertiary occupations are becoming 
less and less distinguishable from manual laborers and are beginning to struggle 
against the system along the same lines. Similarly, the crisis of culture and the 
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decomposition of values in capitalist society are driving large sections of intel­
lectuals and students (whose numerical weight, indeed, is growing) toward a 
radical critique of the system. 

The revolutionary movement alone can give a positive meaning and provide a 
positive outcome to the revolt of these strata. And in return, the movement will 
be greatly enriched by them. Under the conditions of an exploitative society, the 
revolutionary movement alone can serve as the link between manual workers, 
"tertiary" employees, and intellectuals. Without this linkup there can be no vic­
tory for the revolution. 

13 .  The rupture between generations and the youth revolt in modern society 
are not comparable to the "generational conflicts" of former times. Youth no 
longer oppose adults as part of a strategy to take their place in an accepted and 
established system. They reject this system. They no longer recognize its values .  
Contemporary society is  losing its hold over the generations it  produces.  This 
rupture is especially brutal when it comes to politics. 

On the one hand, the overwhelming majority of adult cadres and labor mili­
tants cannot regear themselves to the changing situation, no matter how hard 
they try or how sincere they may be. They mechanically repeat the lessons and 
phrases learned long ago, even though these ideas have become devoid of mean­
ing. They remain attached to forms of action and organization that are in the 
process of collapsing. Conversely, traditional organizations are succeeding less 
and less in recruiting youth. In the eyes of young people, nothing separates these 
organization from all the stupid, worm-eaten pomposity they meet with when 
they come into the social world. 

The revolutionary movement will be able to give a positive direction to the 
immense revolt of youth today. It will make of it the leaven for social transfor­
mation if it can find the new and genuine language for which youth is searching 
and if it can show young people an effective form of action and struggle against 
a world they reject. 

The crisis and wearing down of the capitalist system today extends to all sec­
tors of life.  Its leaders tire themselves out attempting to plug the leaks in the sys­
tem without ever succeeding in doing so. In this society, the richest and most 
powerful the world has ever known, people's dissatisfaction and their impotence 
in the face of their own creations are greater than ever. 

Today capitalism may succeed in privatizing workers, in driving them away 
from dealing with their social problems and from acting collectively. But this 
phase cannot last forever if only because established society will put a stop to it 
first. Sooner or later, due to one of those inevitable "accidents" that takes place 
under the present system, the masses will enter into action again to change the 
conditions of their existence. The fate of this action will depend upon the degree 
of consciousness, of initiative, of will, and of the capacity for autonomy that 
workers will then exhibit. 

But the development of this awareness and the consolidation of this auton­
omy depend to a decisive degree on the continuing work of a revolutionary or­
ganization. This organization must have a clear understanding of the experience 
of a century of working-class struggles .  Above all, it must understand that both 
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the end and the means of all revolutionary activity are the development of the 
workers' conscious and autonomous action. It must be capable of tracing out the 
perspective of a new human society for which it is worth living and dying. Fi­
nally, it must itself embody the example of a collective activity that people can 
both understand and dominate. 

Notes 

1 .  L. Trotsky, Author's 1924 Introduction to The First Five }ears of the Communist International 
(New York: Pioneer Publishers, 1945), vol. 1 ,  p. 9. 

2 .  See, for example, C. Wright Mills, The PO'Wer Elite (New York: Oxford University Press, 
1956). See also Adlai Stevenson's article in Foreign Affairs (January 1961), p. 191 , of which excerpts 

were published in S. ou B. , 30 (April 1960), p. 97. 
3. See Jean-Franc;ois Lyotard's articles, "L'Etat et la politique dans la France de 1960," in S. 

ou B. , 30 (April 1960), and "Le Gaullisme et l'Algerie," in the present issue (31) .  
4. The massive electoral support given De Gaulle in September and then in November 1958 

does not contradict this interpretation. It is,  on the contrary, its most striking confirmation. It  sig­

nifies the following: "Go take power, make yourself head of State and of the country, just so long as 
we don't have to be bothered with it." 

5 .  One will be able to see that this analysis leads to conclusions that break with traditional 

ideas, both in the domain of theory in its most general sense and in revolutionary political practice. 

If the reader has the desire, he can verify that this break, starting off from a reflection on the world 
around us, overlaps with and extends the conclusions of analyses that have been undertaken for 

years within the S. ou B. group, starting off from other events or from theoretical preoccupations. 
See, in particular, the texts DC (no. 12 [August 1953], especially pp. 1-8), CS I-III, "Bilan, per­

spectives, taches (no. 21 [March 1957; now in EMO 1, pp. 383-408]) and PO I and II. 
6. The most important elements of such an explanation will be given later. But in any case it is 

impossible to take up here the analyses that this text will spell out in subsequent issues and that it 
takes as its presuppositions. Nor can we elaborate here all these ideas in detail. We are planning to 

publish studies in subsequent issues of S. ou B. that will be aimed at supplementing and corrobo­
rating the conclusions of this text, in particular those on the modern capitalist economy, on the crisis 

of traditional Marxist ideology, on the crisis in the motivations and the values of contemporary so­
ciety, on the meaning of workers' struggles in production, etc. 

7. The rising level of needs and the ever-precarious financial situation of most wage earners 
mean that despite unemployment benefits (in general, a pittance) the condition of the unemployed is 

as intolerable today as it ever was. As for the substance of the matter, we can say, paraphrasing 

Peguy, that any society in which a single individual is involuntarily unemployed is absurd. 
8. It is another thing that automation already is being used to discipline workers through the 

threat of unemployment or to worsen their situation in the labor process. 

9. In France, due to a series of well-known specific factors (the Algerian War and the progres­

sive decomposition of the capitalist management of the economy, especially since 1956), this process 

was interrupted and even reversed between 1957 and 1959. But it will resume its course in the years 

to come. 

10. Consumer credit has recendy been introduced in the USSR, "with immediate success" (Fi­

nancial Times, September 17, 1959). More generally, let us point out that the significance of the phe­

nomena we are describing extends beyond Western societies. They will apply to the bureaucratic 

countries in the East as these countries "grow" and "develop. "  The bureaucratization of Western 

politics and the total irresponsibility of Western "statesmen" proceed in parallel with the "liberal­

ization" of the regimes in the East. The two systems are converging. It is no longer just their un­

derlying reality that is identical. Even the appearances tend to become so. 

1 1 .  This does not mean that the working class is becoming "bourgeois," as sundry sociologists 

like A. Touraine (see Arguments, 12-13 [January-March, 1959]) have tried to argue. Working-class 

life today differs both from working-class life in former times and from the life of the privileged 

classes today. Money problems remain a permanent concern for families with moderate incomes. In 
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fact, these difficulties often increase, parallel with the increasing standard of living, which con­
stantly imposes new "needs" and new expenses. At the other end of the social scale, there are still 
classes for whom the satisfaction of physical needs creates no problems whatsoever. There are, nev­
ertheless, differences between the material structure of consumption today and what it was only a few 
decades ago. This structure is continually evolving. It undergoes changes that are not spontaneous, 
but rather organized and intentional. As the mass market annexes goods formerly reserved for the 

"upper" classes, these classes now indulge in new patterns of consumption (see for instance Vance 

Packard's The Status Seekers [New York: McKay, 1959], pp. 3 1 5- 19). This last trend (Anglo-Saxon 
economists call it the "dependence effect") is a powerful ingredient among the indispensable 
consumer-based stimulants of the modern capitalist economy. 

12. TIE: That is to say, Martian instead of Marxian. 
13 .  See C. Wright Mills, The Power Elite. 
14. In the following pages what we call "traditional Marxism" is not the complete, systematic, 

and "pure" doctrine that might be extracted from the works of Karl Marx himself. By "traditional 
Marxism" we mean what has been, in its historical reality, the theory and ideology of the Marxist 
movement. These are the ideas that have prevailed in practice, whether they passed as the ideas of 
Marx or not, and whether they were in fact his ideas or not. They are the ideas that have influenced 
the organized labor movement. The historical reality of Christian ideology must be sought more in 
The Imitation of Christ or in The Lives of the Saints than in the Gospels, St. Clement of Alexandria, or 

St. Augustine. Similarly, the historical reality of Marxism, the ideology that in fact molded millions 
of militants, is to be found in thousands of pamphlets and newspaper articles, in Kautsky's great 
works of vulgarization, in Bukharin's The ABC of Communism, or even in the Karl Marx of Lenin. 
It is not to be found in Capital, which very few people have read, and still less in the manuscripts of 
Marx's youth, published for the first time in 1925. This practical ideology of Marxism, despite its 
schematization and oversimplification, follows faithfully enough one side of the work of Marx, 
which gradually became the most important one, even in the eyes of Marx himself. We will see later 
on how this process of selection came about when we comment on Marx's Capital. Indeed, as this 

very discussion shows, there is no systematic doctrine to be derived out of Marx's work, for his work 
contains some thoroughly contradictory features. We will examine this aspect of the problem at the 
end of this text. 

15 .  The answers one does find are both fragmentary and contradictory. The question was never 

treated as such by the classical authors. In Marx's own writings one finds certian passages, especially 
ones written in his youth describing the condition of the proletariat as a total condition affecting all 
phases of its existence, and emphasizing the tendency of the working class to transcend the inhu­
manity of its life by changing society as a whole. But one also finds as a predominant idea in his "ma­
ture" works the notion of economic mechanisms inexorably driving the workers to revolt .  This is 
expressed most clearly in the well-known passage dealing with primitive accumulation. Kautsky's 
position, echoed by Lenin in What Is to Be Done, is well known. The proletariat enters into political 
activity only under the influence of propaganda made by petty bourgeois intellectuals. We can find, 
however, many quotations where Lenin himself contradicts himself on this question. As for Trotsky, 
he defines scientific socialism, in his In Defense of Marxism, as "the conscious expression of the el­
emental and instinctive drive of the proletariat to reconstruct society on communist foundations." A 
beautiful phrase . . .  but one that obscures the problem by applying metaphorical terms (such as 
"elemental" and "instinctive") to what are, in the proletariat, products of historical development 
and struggle. [See HMOIHWM.] 

16. In both cases-the period of reconstruction, the Algerian War- the attempt to go from the 
level of economic demands to the political level failed. But we can say that in both cases this failure 
was due to properly political factors. These factors had to do with the proletariat and its relation­
ships with bureaucratic organizations. As such, they could have been overcome. 

17. The financing of the Algerian War, on the order of more than 1 trillion old francs a year, or 
4 percent of the French GNP, ought not to create insurmountable problems for a country whose 

GNP is increasing by 4 or 5 percent per year. It is one thing to say that even one franc spent for this 
war is one franc too many, and that this money is taken out of the pay of wage earners; it is another 
thing to say or insinuate, as the "Left" constantly does, that the war won't be able to go on for fi-
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nancial reasons or that it only can go on by continually reducing the standard of living of the wage­
earning popUlation. 

18. In what follows, we no longer are talking about traditional Marxism but about Marx 
himself. 

19. At best, for capitalists always are. trying to reduce the workers' standard of living (they are 
obliged to by the logic of the system). And since (as far as the exposition in Capital is concerned) 

there is no factor ready to oppose this reduction in the standard of living-except at the point where 

further reduction would render it impossible for the proletariat to survive in sufficient numbers­

capitalists succeed in doing so. This is the meaning of "absolute pauperization. "  

2 0 .  Although we can still find i n  Marx the remnants of Ricardo's view (that there i s  reciprocal 
interaction between wages and the labor supply in such a way that wage fluctuations above or below 

the physiological minimum raises or lowers the rate of survival of generations of laborers), overpop­
ulation among laboring people is for Marx essentially a product of capitalism itself, since the latter 

constantly replaces workers with machines. We will talk about this later on. 

2 1 .  Marx says so in so many words: "Labor power, therefore, is a commodity, neither more nor 
less than sugar. The former is measured by the clock, the latter by the scales" ("Wage Labor and 
Capital," MESW, p. 73, emphasis added). [TIE: We follow the Solidarity footnote and text here. 

The original text read "like an animal, a combustible fuel or a mineral" and no note accompanied 

the text.] 

22. Even this is not completely accurate, for even the individual worker's struggle at the point of 
production has a significant influence upon actual pay rates. Cf. CS III, especially the section en­
titled "The Struggle Over Output." 

23.  Rosa Luxemburg reached this last conclusion following a different line of reasoning that we 

cannot go into here. Let us add just one point. Great discussion has racked the Marxist movement 
over whether capitalist crises were the result of "overproduction" or "underconsumption . "  At one 

time, the term "underconsumptionist" was one of the worst insults that could be hurled at anyone, 
short of demanding immediate expulsion. This distinction is purely theological. "Overproduction" 

and "underconsumption" reciprocally imply one another. There is no overproduction except in re­

lation to a given level of solvent demand. There is no deficiency in demand except in relation to a 
given level of production. 

24. Discussion of this last possibility in our text entitled "La Consolidation temporaire du 
capitalisme mondial" (in S. au B. , 3 [July 1949], pp. 60-61 [now in CMR 1, pp. 266-68]) took place 

within the traditional outlook and as such is in part inadequate and in part incorrect. 

25 . The proportionality implied in the text between the rate of accumulation and the rate of pro­
ductivity increases is, strictly speaking, a hypothesis for simplifying the discussion. It corresponds 
closely, however, to observed facts. It is a hypothesis that is empirically verified, both on the average 
and in the long run. 

26. Other means are also used, such as monetary policy, regulation of credit to keep it in line 
with consumption, etc. But none works as well as budget policy. We should point out that the im­

portance of State expenditure as a means of balancing the economy was recognized by Marxists long 
before Keynes and the advent of "deficit spending." It has always been admitted that arms expen­

ditures can bring capitalism out of a depression, and they have been used for this purpose. But noth­
ing shows the degree of self-mystification to which the Marxist movement has been led better than 

the reduction of this correct idea into a fetishism about armaments. If arms expenditures can pull 

capitalism out of a depression, why cannot money for building roads do it? The relative fact that un­
der certain conditions capitalists will prefer building arms to other possible types of expenditures 

has been erected into absolute magic. As if the manufacture of weapons would have a curative effect 

on depressions that other types of State expenditures would not! [TIE: "Deficit spending" appears 
here in English.]  

27. We must recall here that some Marxists who consider the USSR to be "State capitalist" have 

long searched for the equivalent of economic depressions and of an industrial reserve army there. 

Some believed that they had discovered the latter in the phenomenon of the concentration camps. To 

hear them tell it, Stalin gathered together in the camps all the surplus working population that could 

not be employed in production. [TIE: The Solidarity version of this note attributes this view to Raya 

Dunayevskaya. ] 
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28. See DC in S .  ou B .  12  (August 1953) [and the first part of the appendix to this text] . 
29. See the analysis of this contradiction in CS III (S. ou B. , 23 [January 1958]), in particular, 

pp. 84ff. and 1 17ff. [Now in EMO 2, pp. 1 5ff. and 71ff. TIE: See the sections entitled "The Con­
tradictions of the Capitalist Organization of the Enterprise" and "The Workers' Struggle against 
Alienation" in CS III.] 

30. Marx himself did not succeed in breaking free from this outlook. The theory of wages ex­
pounded in Capital explicitly appeals to the "moral and historical element" that determines the 
working class's standard of living, hence the sum total of goods the worker needs to survive and re­
produce, hence the "value of labor power," of which wages are the monetary expression. 

3 1 .  See a description of this war in the texts by Paul Romano (S. ou B. , 1 -6 [March 1 949 to 
March 1950]), Georges Vivier (nos. 1 1- 12 and 14- 17), Daniel Mothe (22 [July 1 957]), and the second 
of the sections of CS III cited in note 29. [TIE: See the Bibliography for the original American ver­
sion of Romano's text.]  

32. Georg Lukacs was the minister of culture in the Hungarian Soviet Republic of Bela Kun, in 
1919.  His History and Class Consciousness, the "cursed book" of Marxism, consists of a series of es­
says written between 1919 and 1 922 and first published in Berlin in 1923.  They were immediately 
denounced as "unorthodox" both by the Communist International and by the Social Democrat 
Kautsky, whose common "positivist" conceptions the book dared to question. Lukacs recanted. Af­
ter the collapse of the Hungarian Soviet Republic, Lukacs lived in Berlin and Vienna. When the Na­
zis came to power he sought refuge in Moscow. He returned to Hungary in 1 945, as professor of aes­
thetics at Budapest University, where his writings on literature and philosophy again incurred 
official displeasure. In 1949 he was denounced for "cosmopolitanism" and indulged in a public 
"self-criticism." The year 1956 found Lukacs one of the main intellectual instigators of the revolu­
tion. In October, he again became minister of culture, this time in the short-lived Nagy government. 
After the second Russian intervention in Budapest he was arrested, refused to recant, and was later 
deported to Romania. He subsequently returned to Hungary. (Solidarity footnote) 

33 . This obviously does not mean that this consciousness is "perfect," let alone that every mod­
ification of the system is clearly seen and willed. 

34. See CS III. 
35. And for long afterward. Even now, faced with the introduction of "automation," the atti­

tude of the workers clearly shows that they perceive it as an attack . 
36. See the texts on strikes in England and the United States published in nos. 18 ,  19, 26, 29, 

and 30 of S. ou B. [Cf. EMO 1, pp. 279-380. TIE: See the first three articles in the present volume.] 
37. See CS III. 
38 . See in particular Daniel Mothe's "L'Usine et la gestion ouvriere," in S. ou B. , 22 (July 

1957), pp. 74- 1 1 1 .  
39. See the texts on the strikes in England and the United States cited in note 36. 
40. We start out with this facet for clarity of exposition. For us, ideology does not "follow" or 

"precede," it is neither cause nor effect. Both identical and different, it simply is the expression of 
the same social reality at its own level. 

41 . The question of the degree, nature, and social bases of support for this awareness is far from 
simple, but we cannot linger on this point right now. 

42 . [1965: "As the capitalists are compelled . . .  to exploit the already existing gigantic means of 
production on a larger scale and to set in motion all the mainsprings of credit to this end, there is a 
corresponding increase in industrial earthquakes . . .  in a word, crises increase. They become more 
frequent and more violent" (K. Marx, "Wage Labor and Capital," MESW, p. 94). ]  

43. In  this regard there has always been a certain duplicity in  the Marxist movement between 

practice-where it was proclaimed that this or that company or sector of the capitalist sector could 
and should pay higher wages-and the overall theory, where it was "demonstrated" that workers' 
wage demands could not be satisfied within the framework of the present system. 

44. This is proved by the tremendous resistance "modern" capitalist policies encounter within 

the capitalist class even today. The policies of the Eisenhower administration, which plunged the 
American economy into a morass and kept it there for seven years, give a partial expression of this 
resistance to ideological modernization. The same can be said of Baumgartner's policy in France, 

which allowed French capitalism to progress only at a snail's pace under the pretext of safeguarding 
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"price stability." But this is even truer of 99 percent of Marxists today. They are far behind the most 
class-conscious representatives of capitalism. When pressed a little they reveal that their image of 
capitalism is a nineteenth-century one. 

45 . These very clearly were the stakes in the last great U.S. steel strike. See the notes on this 
subject in nos. 29 and 30 of S. ou B. 

46. This transformation, which took almost a century in other capitalist countries, took place 
within the space of a few years in the United States. It started there around 1935-37, when the great 
wave of strikes forced the bosses to recognize the CIO. By the end of World War II, the transfor­
mation already was complete. From then on the unions were preoccupied basically with how to 
maintain labor discipline within production in exchange for wage concessions. 

47. See, for example, the 1947 American Full Employment Act and, more generally, any and all 
official programmatic statements made by contemporary governments on economic matters. 

48. No one denies that the private capitalist still exists in the West and that he continues to play 

an important role. But the key point-which the holders of traditional conceptions are incapable of 
seeing-is that where the big capitalist still exists, he can play his role in business only by being sit­
uated at the summit of a bureaucratic pyramid and by working through the intermediary of this pyr­
amid. 

49. See PO I. 

50. This goes even for Stalinist organizations. In the last analysis, their coming to power signi­

fies merely a huge rearrangement of the fonns of exploitation, the better to preserve its substance. 
5 1 .  See Daniel Mothe's "Les Ouvriers et la culture," in S. ou B. , 30 (April 1960), pp. 1-44. 

52. See, for example, W. H. Whyte's The Organization Man (New York: Simon and Schuster, 
1956). 

53. On the bureaucracy in the production process, see CS III. On the political bureaucracy, see 
"La Voie polonaise de la bureaucratisation," in S. ou B. , 21 (March 1957), pp. 59-76 [SB 2, pp. 

339-72; TIE: "The Polish Road to Bureaucratization," written by Pierre Chaulieu (i.e. , Castoriadis), 
is not included in the present edition] and PO I. 

54. Beginning with Marx's analysis of capitalism as rationalization, Max Weber was the first to 
have shown the intimate kinship between rationalization and bureaucracy, and he pointed out that 
the future of capitalism was to be found in bureaucracy, the "rational" system of management par 
excellence. The fundamental lacuna in his analysis is to be found in the fact that, for him, this "ra­
tionalization" is rationalization without quotation marks. In other words, he thought it could escape 
its internal contradictions. See the final chapters of his great work, Wirtschaft und Gesellschaft. 

55.  See CS III. 

56. TIE: "The first part of this text" refers to MRCMIMCR I. 

57. This basic fact is recognized by capitalist managers who don't mince words. Here, for ex­
ample, is how the Financial Times (November 7, 1960) summed up a book (Exploration in Manage­

ment, New York: Wiley, 1960) written by Mr. Wilfred Brown, for twenty years chairman of Glacier 
Metal Company: "Basically, Mr. Brown has been concerned with the divergence between the formal 
executive structure of his company (from Chairman right down to shop floor) and the actual pattern 
of policy and decision-making as it in fact exists . . . .  In one sense, his concern is with what, in com­

mon terms, might be called 'going over the heads,' or 'going behind the back' of others. It is a sign 
of the thoroughness of Mr. Brown's analysis that he has come point blank up against, and recognized 
without being able to remedy, what he calls 'the split at the bottom of the executive chain. '  Here is 

a frank recognition by a businessman, arrived at by independent investigation, of the classic Marxist 
concept of the 'alienation of the worker. ' That this is still the biggest problem left to solve in British 

industry (indeed by British society) is amply shown by the concern shown in many quarters at the 
number of unofficial strikes."  

58 .  See, for example, Georges Friedmann, The Anatomy of Work: Labor, Leisure, and the Impli­

cations of Automation, trans. Wyatt Rawson (New York: Free Press of Glencoe, 196 1).  

59. A manager of International Harvester, reported in the New }Ork Herald Tribune, June 5, 
196 1 .  

60. Cf. CS III. 

6 1 .  Mr. Mendes-France's elegant phrase for this preoccupation with workers' struggles which 
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has seized hold of  modern employers i s  "the haunting obsession [hantisse] of  inflation" (L'Express, 
September 22, 1960), p. 4. 

62. These are not exclusively Anglo-Saxon ailments. In Germany, the influx of refugee labor and 
the docility of the workers allowed postwar capitalism to expand at a very rapid rate. But this period 
is coming to an end: For the past two years continued full employment has been undermining dis­
cipline in production (see "Fin du miracle allemande?" in S. ou B. , 30 [April 1960]). It has created 
a situation wherein wage hikes are much greater than productivity increases ( +  12% for the former, 
+ 6% for the latter in the first three quarters of 1960 and 1961) .  By chance, the German political 

miracle and the Adenauer dictatorship also are reaching their end at the very moment when German 
capitalism has to begin facing up to the contradiction between continued expansion and the main­
tenance of "labor discipline." [TIE: The Solidarity editions cite + 30% wage hikes and + 26% pro­
ductivity increases for the years 1 959-63.] 

63. See, for example, the excerpts from the Financial Times and The Economist in S. ou B. , 29 
(December 1959), p. 108, and 30 (April 1960), p.  94. 

64. See CS III; PRAB; Claude Lefort, "Le Totalitarisme sans Staline," S. ou B. , 19 (July 
1956), pp. 46-68 [now in Elements, pp. 166-86 of the 197 1  edition; TIE: and pp. 203-30 of the 1979 
edition]; and, above, section V of this text. 

65 . See Claude Lefort, "Retour de Pologne," in S. ou B. , 21 (March 1957), pp. 1 5-58 [now in 
Elements, 197 1 ,  pp. 22 1-59; TIE: reprinted in his L'Invention dimocratique (Paris: Fayard, 1982), pp. 
273-332] and my text "La Voie polonaise de la bureaucratisation," pp. 59-76 [now in SB 2, pp. 
339-72; TIE: this last text is not included in the present edition]. 

66. We have spoken on several occasions in S. ou B. of strikes in England and the United States, 
and of the shop stewards' movement (nos. 18 ,  19, 26, 29, 30, and 32). Let us cite an extreme case, 
that of the Briggs factories at Dagenham (belonging to Ford England) where there were 289 work 
stoppages between February 1 954 and May 1955, and 234 work stoppages between August 1955 and 

March 1957. Most of these stoppages were "unofficial" and lasted only a few hours or a few days. 
Practically all of them concerned conflicts over production conditions and conditions of life in the 
factory: supply of work clothes; congested lines of communication and unsatisfactory management 
of tool and parts supplies; security measures; heating and ventilation; workers' approval in decisions 
concerning the placement of machinery; personnel policy and layoffs; standardization of parts and 
work methods; night work; alteration of work teams without previous consultation of the shop stew­
ards; provocative attitudes on the part of foremen; management's attitude toward unions and labor 
representatives. See Lord Cameron's report, Report of a Court of Inquiry . . .  (London, HMSO Com­

mand 1 3 1 ,  1957). Although extreme, the case of the Briggs plants is nevertheless typical in the sense 
that we can see here in a condensed version the situation that exists in more scattered form through­

out British industry. The same thing goes for England as a whole in relation to other modern capi­
talist countries; we see here, in an enlarged format, what is happening everywhere, and above all, 

what will happen more and more everywhere. To concentrate on the English experience today is no 
different from concentrating on the experience of the Commune, after 187 1 ,  or that of Russia, after 
1917.  

67. The largest workers' struggles in the United States over the past few years have taken place 
over work conditions and the conditions of life in the workplace: The auto workers' revolt in 1955 

against the CIO trade-union bureaucracy (see S. ou B. , 18 [January 1956], pp. 48-60 [TIE: "Wildcat 
Strikes in the Automobile Industry," this volume]); the steel strike of 1959-60 (see nos. 29 [Decem­
ber 1959], p. 1 1 1 , and 30 [April 1960], pp. 94-96); finally, the auto strikes in the autumn of 1 96 1 ,  

where the agreement between management and the union bosses, which had been reached only with 
great difficulty, was brought back into question because it had "forgotten" "local problems," i .e.,  
work conditions; an explosion of wildcat strikes that lasted fifteen days brought them back to reality, 
and the workers obtained pretty much what they had been demanding. 

68. See CS III. 

69. We hope the reader will have understood that in the foregoing discussion we have not spoken 
of socialization as a formal concept. We have been referring instead to the content of the process of 
socialization. A movie hall and a workers' council may represent two types of socialization. The so­
ciologist who cannot see the absolute opposition between these two kinds of social integration and 
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the difference in their effects on the dynamic of society, only demonstrates to what lengths of vac­
uousness and gratuitousness an increasingly formalist "science" can go. 

70. See PO I. 

7 1 .  TIE: The SFIO was the Section fran�aise de I'Internationale ouvriere, the forerunner of 
today's French Socialist party. 

72. This applies even more, although in a different way, in the case of Communist sympathizers. 
For them, it is a question of Russia "catching up with and overtaking the United States." This ob­

jective requires neither their action or participation. It is fulfilled by carrying out five-year or 
twenty-year plans. Similarly, the fmal worldwide victory of this type of "socialism" depends not on 
what they do but on the quantity and quality of Russian missiles. 

73. Once again, we are not forgetting that nothing can be consumed that does not come from 

society and return to it, that does not presuppose social activity in order to be acquired as well as to 
be produced, and that does not raise at least implicitly the problem of the workings of society. The 
TV viewer, isolated at home, is thrust into contact with the world as soon as he pushes a button. The 
driver stuck in a traffic jam is literally drowned in an ocean of individuals and social objects. But with 
these individuals and these objects, there is no positive social relation. 

74. It is not a question of transcending history and the human condition, of "all conflict and all 
sorrow," but rather of abolishing those specific forms of servitude of man to man, or of man to those 
of his own creations which are called exploitation, hierarchy, the absurdity of work, the inertia and 
opacity of institutions. 

75.  Trotsky said that in a well-off family no one fights over jam. A fallacious metaphor. In rich 
families there not only are minor disputes, people kill each other over other kinds of jam (in fact 
rather more often than in poor families). All Trotsky's arguments in this area were unduly- though 
understandably - influenced by Russia's experience of poverty and famine from 1917 to 1923. This 

experience is in no way typical. We are not saying that socialism is a matter of an internal, personal 
conversion. We are saying rather that people's attitudes toward the distribution of goods and toward 
needs are cultural, social, and historical facts. 

76. The theory that workers are "educated" through the failures of a bureaucratic leadership (an 
idea behind many of Trotsky's writings in the 1930s) has a very limited validity. It is only true during 

a revolutionary phase (as was the case when the masses of Petrograd underwent such an apprentice­

ship between February and October 1917), or for a minority section of the working class. Many 
French workers lived through the upheavals of 1936, but how many of them today draw the same 
conclusions as a revolutionary organization would? If one considers only explicit and subjective ex­
periences as relevant, then we must conclude that the principal result of unsuccessful struggles is de­
moralization. 

77. But only at the beginning. For, almost always, this vanguard, which has drawn its conclu­
sions based upon events in the previous epoch, has a great deal of trouble sticking to them. What 
was its strength becomes its weakness. Provided that the revolution continues, the activity of the 
masses rapidly tends to outstrip such conclusions. This statement only reinforces the standpoint ex­
pressed in the text. 

78. See SB, in no. 1 of S. ou B. , in particular, pp. 39-46 [now in SB 1, pp. 175-83; TIE: see 
section III, "Proletariat and Revolution" in SB] ;  also, "Les Ouvriers face a la bureaucratie," S. ou 
B. no. 1 8 ,  pp. 75-86 [now in EMO 1, pp. 333-55;  TIE: see this volume, "Workers Confront the Bu­
reaucracy"] . 

79. Consumption no longer has provided a sufficient stimulus to economic expansion in the 

United States since 1955.  There is a relative saturation of demand for "durable goods," which was 
the great driving force behind expansion in the previous era. This shows that there are limits, even 
at present, to the "indefmite" extension of material consumption and to the manipulation of con­
sumers, even using the most highly developed techniques in the world. But it would be premature 
and dangerous to draw from this any definite conclusions. 

a) On this question, see now HMO in EMO 1, in particular, pp. 66- 1 14. [TIE: The pages cited 

correspond to pp. 23-42 of the Telos translation, 30 (Winter, 1976-77), "The History of the Workers 

Movement. "  A version of this article is to appear in the third volume of the present series.] 

b) [TIE: The last sentence of this paragraph and the accompanying lettered note read as fol­

lows:] Two notes appended to this text- "On Revolutionary Theory" and "On The Theory of His-
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tory" -are aimed at explicating the general orientation of such a transformation. These two notes­
the first one of which was circulated within the S. ou B. group in 1 959- later became "Marxism and 
Revolutionary Theory," which was published in nos. 36-40 of S. ou B. and is now reprinted in lIS. 

c) These population figures obviously pertain to the end of the 1 950s. 
d) See "Author's Introduction to the 1974 English Edition."  
e )  I again took up  the discussion of the problems to which the rest of this chapter is devoted in 

HMO. [TIE: Castoriadis again cites pp. 66- 1 14 of the EMO 1 text. See note (a).]  



316 0 MODERN CAPITALISM AND REVOLUTION 

Appendix to the First English Edition 

The "Falling Rate of Profit" 

Marx's analysis of the capitalist economy is based on three fundamental con­
cepts (categories) :  

C, constant capital (the produced means of production) .  
V, variable capital (wages). 
S, surplus value (the excess of the net product over the wage bill-or of the 

gross product over the wage bill and constant capital used up in production). 

We will assume that these concepts are familiar to the reader and will consider 
(as Marx does in volumes 2 and 3 of Capital) the total capitalist economy, after 
"consolidation" of interfirm and intersector transactions and accounts. Under 
these circumstances S (total surplus value) is equal to the mass of profits; V is 
the mass of wages or total wage bill. The position of C is more complex, as the 
symbol was used by Marx to denote different categories, in different parts of 
Capital. In volumes 2 and 3 it refers to the value of total capital stock, whereas in 
volume 1 it denotes the depreciation of fixed capital embodied in the value of an 
individual product or of a firm's output, plus the value of the "nondurable" 
producer's goods used up in production (raw materials, fuel, etc.) .  It is obvious 
that one should be most careful, in each instance, in defining the exact sense in 
which one is using C, and in indicating which meaning is relevant in any par­
ticular context. This we will attempt to do, using more accurate formulations 
where necessary. 

Marx considers the relations of C, V, and S and formulates three "laws" that 
govern the development of these relations over a period of time. 

1 .  � (the ratio of surplus value to variable capital or of total profits to total 

wage bill), Marx calls the rate of exploitation. This is an unambiguous concept. 
Marx thought that the rate of exploitation necessarily increased with time (he speaks, 
of course, as we shall do too throughout here, about long-term trends, not local 
or short-term variations). According to Marx the rate of exploitation rises be­
cause the productivity of labor increases constantly under capitalism -an obvi­
ous fact. This means that the unit value (in terms of labor, of course, as in all this 
reasoning) of commodities constantly falls as time goes by. But then so does the 
unit value of the commodities entering the "consumption basket" of a worker or 
of a working-class family. In physical terms, this consumption basket is taken by 
Marx to remain constant over time-i.e. , the real standard of living of the work­
ing class is assumed to remain stagnant. So its value falls over time- since it is 
the product of a constant quantity of commodities multiplied by falling unit val­
ues. In physical terms, an hour of work is paid the same amount, though its out­
put increases with productivity. In value terms, an hour of work by definition al­
ways produces the same value, but the value of the commodities with which it is 
paid falls (because unit values fall with rising productivity) . Workers get a con-
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stant amount of a rising total (in physical terms) or a falling amount of a constant 
total (in value terms) . Their share therefore declines, and, conversely, the re­
mainder (the share of the capitalists) rises. 

The reasoning is correct, but it stands or falls with the assumption that the 
real standard of living of the working class is constant over time. In Marxist lan­
guage this is expressed by saying that labor power needs a fixed quantity of in­
puts (consumption basket of the working-class family) to be produced and re­
produced, and that market laws prevent the "price" of labor power (wages) 
from being lastingly above or below the "value" of labor power (the value equiv­
alent of this fixed physical quantity of consumption goods). We have shown in 
the main text that this is not so. Labor power is not just a commodity. Working­
class struggles have succeeded in raising, over a period of time, the standard of 
living of the workers, or the "value" of labor power. We will not return to this 
point here. 

2. � (the ratio of constant capital to variable capital), Marx calls the or­

ganic composition of capital. Marx believed this ratio would also constantly increase 
throughout the history of capitalism. He based himself upon the obvious fact that 
the same number of workers handle an ever-increasing number of machines, an 
ever-increasing quantity of raw materials, etc . 

But this ratio, or rather Marx's way of expressing it, is ambiguous. It is clear 
that if we have an acceptable way of measuring the physical volume of produced 
means of production and compare it with the number of men (or the total input of 
hours of work), then mechanization and rising productivity mean ipso facto that 
the first rises much faster than the second. (We can easily dismiss pedantic stat­
isticians who would try to point out that this measuring of the physical volume 
of capital amounts to weighing together sugar and coal. )  But in Marx's formula 
there is neither physical volume of produced means of production nor number 
of men. If C is annual depreciation and V is the wage bill or variable capital, both 
are expressed in value terms. The obvious fact that more and more machines are 
handled by fewer and fewer men does not allow us to infer, without further con­
sideration, that annual depreciation in value terms is constandy increasing as 
against the annual wage bill, also expressed in value terms. Neither can these 
two terms be taken as correct indices of the behavior of the corresponding phys­
ical quantities. The capital to which the "ever-increasing number of machines," 
etc . ,  refers is not annual depreciation (used-up capital) but is total capital stock 
(capital physically present in the production process). To eliminate this ambigu­
ity let K be an index of the volume of this total capital, and L total labor (total 

hours worked). The empirical, and important, fact is that f increases with 

time. Various specific assumptions are needed to pass from this to the idea that 
C I . . h . 
V a so Increases WIt tIme. 

Let us call r the percentage of annual depreciation, w the real wage per hour 
of work, and U the unit value (i.e. , the reciprocal of the net productivity of la­
bor or hours worked per unit volume of net output). Let us a�sume that the unit 
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values of capital goods and consumer goods change pari passu, i.e. , that the pro­
ductivity of labor in capital goods and consumer goods industries increases at 

Ul (t) 
the same rate through time; in other words, U2 (t) 

= constant ( = a, let us say). 

Then C = annual depreciation in value terms = rKUl(t), and V = total wages 
in value terms = wL U zCt). The organic composition of capital, in Marx's sense, 
. th 

rKUl (t) rKa Ka . I I . .  b h bo rKa ";)l IS en wLU2 (t) 
or wL 

. L IS C ear y nsmg, ut w at a ut -:;;z: . 
Obviously this depends essentially on the behavior of w, the real wage (there is 
no prima facie case for supposing a systematic variation of r, the depreciation 
rate, with time). On Marx's hypothesis that w is stagnant, "organic composi­
tion" (in this sense) will rise. But in fact, where w and K rise approximately pari 
passu, organic composition in value terms will remain roughly constant-as in-

deed it more or less does-whether we consider :i (annual depreciation over 

wage bill) or !:L (fixed capital over wage bill). 

If we take C in its alternative sense to mean depreciation plus the value of raw 
materials, etc. , the argument becomes a little more involved, although in sub­
stance it remains the same. It is clearly a fact that the "same number of men" 
manipulate an ever-increasing quantity of materials, etc. This is tantamount to 

saying that physical productivity of labor rises. But � is expressed in value 

terms. The rise in productivity that increases the amount of materials manipu­
lated will, if the whole of the economy is considered, reduce their unit value in ex­
actly the same proportions. So the numerator of the fraction remains constant, 
in value terms. The behavior of the fraction will therefore depend on what hap­
pens to the denominator, V. If this is falling, because as Marx thought, real 
wages stagnate (and therefore wages, expressed in value terms, fall), then the 
"organic composition" will increase by that amount. But if, as in reality, real 
wages rise more or less pari passu with productivity, then "organic composition" 
is stable. We have not taken into account this aspect of the argument in the main 
text because, as explained in the second and final section of this appendix, raw 
materials, etc . ,  do not appear in a consolidated account of the total economy. 

3 .  Finally, Marx calls rate of profit the ratio (C + V) . He thought there must 

be a long-term tendency (itself the result of many counteracting factors, which he 
mentions) for the rate of profit to fall. The central argument is that C (constant 
capital) rises much more rapidly than V (variable capital) - because of the "ris­
ing organic composition of capital."  Now S is extracted out of living labor, and 
even if the rate of exploitation is rising, it is implicitly assumed that it cannot 
rise so fast as to compensate for the fact that V is smaller and smaller in relation 
to C. So, according to Marx, the denominator (C + V) rises faster than the nu-

merator S; and the ratio (expressing the rate of profit) should de-
cline as time goes by. (C + V) 
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The last argument is (a) logically inconsistent, (b) empirically wrong, and (c) eco­
nomically and politically irrelevant. Let us deal with these statements one by one. 

A. The rate of profit is not and cannot be reckoned as the ratio of profit to 
depreciation + wages. The rate of profit is profit over capital, that is, profit over 
value of total fixed capital + value of raw materials, etc . ,  necessary to start pro­
duction (and not: manipulated in the course of the accounting period) + the 
value of wages necessary to start production (and not: paid in the course of the ac­
counting period). C + V is both too little and too much to express this: It is too 
little because C (depreciation) is only a small part of capital. (KU1[t], according 
to the previous notations, should be taken instead of C.) And V is too much be­
cause it is the annual wage bill, and capitalists do not "advance" as capital the 
annual wage bill, but only a fraction of it corresponding to one "rotation" of the 
variable capital. The same is true for raw materials. One can cut through these 
complications by ignoring raw materials, etc . ,  and by taking as the accounting 
period some average period of one circulation of the variable capital- so that 
"variable capital" advanced by the capitalists becomes equal to the wage bill 
over a net period. But one clearly cannot take C to stand for capital; we have to 
take KU1(t) (which henceforth I shall write as KU). 

The rate of profit then is (KU S+ V) . Why should it fall? Because, Marx 

ld 'f S . . .  KU . .  . h f: B h d wou say, even 1 -V- IS flsmg, -V- IS flsmg muc aster. ut ow 0 
we know it? Is it necessary? And if so, why? One would suspect, on the contrary, 
that there cannot be a significant and permanent divergence between the rate of 
growth of capital and the rate of growth of surplus value, because these two are 
not independent quantities: Capital is nothing but accumulated surplus value. If 
surplus value becomes very small (relatively), so will the growth of capital. 

Let us leave Marx, who was heroically breaking completely new ground, in 
peace. Let us ask ourselves how it is that successive generations of "Marxists" 
failed to see that there was a functional relationship between "this year's" sur­
plus value and "next year's" capital. Why did they not try to elaborate the re­
lationship? Why, instead, did they keep squabbling about the "falling rate of 
profit" and tinkering with fallacious verbal arguments? Their preference of 
dogma to real research, even using their own categories, is the only possible ex­
planation. 

Let us give a numerical example, which should make understanding easier. 
Let us assume that in period 0 the volume of fixed capital is 500, the input of 

working hours is 200, and the volume of net output is 200. Then the net output 

per hour worked is ��� = 1 .  Unit value (that is, hours worked per unit of vol-

ume of net output) is also ��� = 1 .  The rate of exploitation is 1 ,  which means 

that net output is equally shared among workers and capitalists. If the volume of 
net output is 200, total wages = 100, and total surplus value = total profit = 

100.  
Now let us assume a depreciation rate of 10 percent. This means that the 
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value of gross output is net output + 10 percent of the value of fIXed capital. 
Unit value being 1 ,  the value of fixed capital is 500 x 1 = 500, and 10 percent 
of this is 50. So gross output in period 0 is 250. Then the rate of profit is 

100 100 1 
500 + 100 = 600 = 6 = 0. 1666 . . .  

Suppose surplus value is accumulated in the proportion of 1/2• Of the net out­
put of period 0, 50 are then accumulated. The volume of fixed capital for the 
next period to be considered (period 1) becomes 500 + 50 = 550. Suppose also 
that between period 0 and period 1 ,  net labor productivity per hour worked 
increases by 10  percent. Assume total hours worked to remain the same. Then 
total net output in period 1 is 220. Its total value of course has not changed: It is 
by definition equal to the number of hours worked, which remained the same. 
Unit values have of course fallen by exactly the reciprocal of the rise in pro-

ductivity; the value of the unit of output is now ��� = 1
�
1 = 0.9090 . . . .  

Gross output is, measured in physical terms or in unit values of period 0:  220 
(net output) + 55 (depreciation at 10 percent of capital of 550) = 275 . In terms 

of values of period 1 ,  it is 275 x 1\ = 250. 

What has happened to the rate of exploitation, to the organic composition of 
capital, and to the rate of profit? 

1 V is, in period 1 (and in value terms of period 1) 100 x IT = 90.90 . . .  

(we assume, of course, as Marx did, and to remain within the framework of his 
hypotheses, that the real wage per hour remains constant). S is thus 200 - 90.90 
= 109.09 . . .  Be it in value terms or in physical terms, the rate of exploitation has 
" 

d I " 120 109.0909 . . . 1 2 "  d f 1 h" h . tncrease . t IS now 
100

' or 90.9090 . . .  
. mstea 0 , w  IC It was 

in period O. Marx is satisfied on this account. 
The organic composition of capital, in the sense in which we have defmed it, has 

also risen.  It has evolved (in physical terms) from i�� to i�� ' It has evolved 

(in value terms) from i�� to 
90.�g

O • Marx ought to be satisfied on this 
account too. . . .  

But what happened to the rate of profit? It was ! = 0. 166 . . .  in period 

O. It is now, in physical terms, 

120 
550 + 100 

In value terms it is now 

109.0909 . . .  
500 + 90.9090 . . .  

120 
650 0. 1846 . . .  

109.0909 . .  . 
590.9090 . .  . 0. 1846 . . .  

also. The rate of profit has thus increased! 
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For the reader who is not afraid of a little algebra, this result can easily be 
generalized and the general conditions laid down for the rate of profit to in­
crease, decrease, or remain static. 

Let us consider all quantities in physical terms (the reasoning is strictly the 
same in value terms, only the notations become more cumbersome). Let X be 
the net output in period 0, W the mass of wages, K the total constant capital. 
Surplus value (or mass of profits) is then X - W, and the rate of profit is 

� � � .  If we call e the rate of exploitation in period 0, then e X ;. W 

Surplus value is now written X - W = e W. If we call n the "organic composition 
of capital,"  i.e. , the ratio of the whole stock of constant capital to the mass of 

wages, n = � and constant capital is now written K = n W. 

The formula for the rate of profit (for period 0) then becomes 

eW e 
nW + W  = �

. 

Now suppose that a certain fraction f of the surplus value of period 0 is ac­
cumulated and added to the stock of capital (0 < f < 1) .  Then constant capital in 
period 1 is K + f(X - W) = n W + feW. Suppose also that net productivity of 
labor increases between period ° and period 1 by P percent. The net output in 
period 1 becomes X(1 + p). Suppose, moreover, that total working hours re­
main the same and that real hourly wages also remain constant (Marx's hypoth­
esis). The mass of wages in period 1 will then be the same as in period 0, i .e. , W. 
Surplus value in period 1 will be X(1 + p) - W. Since X - W = eW, X = W + eW 
= ( 1  + e)W; the surplus value for period 1 can therefore be written: 

( l  + e) ( l  + p)W - W = Wee + p + ep) .  

Constant capital is  now, as we have seen, nW + feW. Variable capital is  still W. 
So total capital is nW + feW + W = Wen + fe + 1) .  

The rate of profit for period 1 will thus be: 

W (e + p + ep) 
W (n + fe + 1)  

e + p + ep . 
n + fe + 1 

Is this greater or smaller than the rate of profit in period 0, namely, 

To fmd out, we have to ascertain whether the difference 

e + p + ep __ e _ 
n + fe + l - n + l 

e ? n + 1 

is postive, zero, or negative. If it is positive, the rate of profit has increased. If it 
is zero, it has remained the same. If it is negative, the rate of profit has fallen. 

It is easy to see that the sign of the difference will be the same as the sign of 
the expression 
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(n + 1 )  (e + p + ep) - e(n + fe + 1), 

which reduces to 

p(l + n) ( 1  + e) - e2f. 

If P ( 1  + n) ( 1  + e) - e2f >  0,  then the rate of profit is increasing between period 
o and period 1 .  If it is < 0, then the rate of profit has fallen. 

It now becomes obvious why all the discussion about the falling rate of profit is so 
much idle talk. For it all depends on the numerical values of the various parameters 
(e, n, f, and p) about which nothing can be said a priori. 

A more eloquent form of this inequality is 

.P-. > _____ _ 
f (l + n) + e) 

expressing the condition for the rate of profit to be rising (or, if one reverses the 
inequality sign, to be falling) . 

In our numerical examples p = O. I ; f  0 .5 ;  e = 1 ;  n 5 .  So we had 

0. 1 1 . 1 1 
0 .5  > 6 x 2 ' I .e . ,  5 > U ·  

In current reality, the order of magnitude of the various parameters are p .::::: 0 .03, 

f.::::: 0 .25 , e .::::: 1 ,  n .::::: 8 .  So we would have �:�� > 9 ; 2 ' i.e. , 0. 12 > 0.055 . . .  

The rate of profit ought therefore to be rapidly rising, and by a wide margin. 
Why is it, then, that apart from short-term fluctuations, it has remained prac­
tically constant? The answer is that Marx's "laws" of constant real wages and of 
the rising rate of exploitation are not true. As a result of the class struggle, real 
wage rates have risen, secularly, and this has prevented the rate of profit from 
rising. 

It should not be forgotten that, in the previous formula, e and n represent the 
rate of exploitation and the organic composition in the initial period, respectively; 
consequently, if the reasoning is carried over to a third period, their values will 
have to be replaced by the values obtaining in the second period. Furthermore, 
p andfhave been taken as both constant and independent of each other-which 
is certainly not true (there is definitely a functional relationship between the rate 
of growth of productivity and the rate of growth in capital stock) . These, and 
various other considerations, should be taken into account if one wants to con­
struct a "model" of the long-term workings of capitalist economy. But this is not 
our purpose here. Suffice it to say that in any plausible model of this sort surplus 
value, wages, and stock of capital should all be exponential functions of time 
(i.e. , quantities that increase according to a compound interest law), the rates of 
growth of which turn out to be of the same order of magnitude -so that there 
can be neither increasing rate of exploitation nor rising organic composition of 
capital in value terms nor falling rate of profit. 
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B. We will not dwell long on the empirical confirmation or refutation of the 
"falling rate of profit. " If there were such a thing it would not be difficult to ad­
duce statistical evidence to prove it. All one sees in the "Marxist" literature are 
partial and short-term examples, which of course are quite irrelevant, for it is in 
the nature of capitalist economy that the rate of profit is continuously fluctuat­
ing up and down. One can always find instances of periods, countries, sectors, 
or firms where the rate of profit has fallen. In the same way, I can "prove" that 
the earth is rapidly cooling and will be covered with a thick sheet of ice by 1973; 
I only have to measure the temperatures every year between July and January, 
and extrapolate the graph. (You could, conversely, choose the period between 
January and July and "prove" that we will all have been evaporated by 1972; I 
prefer skiing. i 

C. The whole argument is moreover irrelevant: It is a red herring. We have 
discussed it only because it has become an obsession in the minds of many hon­
est revolutionaries, who cannot disentangle themselves from the fetters of tradi­
tional theory. What difference does it make to capitalism as a whole that profits 
today average, say, 12  percent, whereas they averaged 15  percent a century ago? 
Would this, as is sometimes implied in these discussions, slow down accumula­
tion, and thereby the expansion of capitalist production? And even supposing it 
did: So what? When and by how much? And what is the relevance of this idea in 
a world where, not for a year, not for two years, but over the last quarter of a 
century production has expanded at rates undreamed of even in the heydays of 
capitalism? And even if this "law" were true, why would it cease to be true under 
socialism? 

The only "basis" of the "law" in Marx is something that has nothing to do 
with capitalism itself; it is the technical fact of more and more machines and 
fewer and fewer men. Under socialism, things would be even "worse. "  Techni­
cal progress would be accelerated-and what, in Marx's reasoning is a check 
against the falling rate of profit under capitalism, namely, the rising rate of ex­
ploitation, would not have an equivalent under socialism. Would a socialist econ­
omy therefore come to a standstill because of a scarcity of funds for accumula­
tion? 

We know our "Marxists. "  We know they will reply with irrelevant incanta­
tions about "labor power not being a commodity under socialism," "social sur­
plus not being surplus value," etc. Let them try to prove that these arguments 
change anything in the relation between social surplus destined for accumula­
tion and stock of existing capital. They don't. 

The Different Significations of "Constant Capital" 

In volume 1 of Capital Marx uses C to denote the depreciation of fixed capital 
embodied in the value of an individual product or of a firm's output, plus the 
value of the "nondurable" producer's goods used up in production (raw mate­
rials, fuel, etc.) .  

If the total economy is considered, that is ,  if the accounts of all the firms, 
etc . ,  are consolidated, the value of output does not contain the value of raw ma-
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terials, fuel, etc. (i .e. , circulating constant capital),  for this is, so to speak, dis­
solved in the value added by the living labor that produces them and the value of 
the equipment used up (i.e . ,  its depreciation) to produce them. For instance, the 
value of output, in Britain, in a year, does not contain the full value of com­
pleted automobiles, plus the full value of the steel sheets embodied in them, plus 
the full value of raw steel, plus the full value of iron ore, etc . ,  because this would 
be double (or multiple) counting. All the "intermediate" producer's goods 
"come out in the wash" of the consolidation. [Things would happen differently 
if the economy "consumed its stocks" of raw materials, etc. , over a period of 
time-which never happens in normal times.]  So the value of gross final output 
is depreciation plus wages plus profit. And if we use the formula C + V + S in 
this case, we should be careful to remember that for the total economy C does not 
contain the value of raw materials, etc. , but only depreciation. 

But C can be used in yet a third sense, as by Marx in volumes 2 and 3 of Cap­
ital. It was there used to denote the value of the total capital stock, i .e. , the value 
of all the equipment physically present in the production process, and irrespec­
tive of the value it actually adds (through depreciation) to current output. It is 
clear that this does not coincide with depreciation (except in the completely un­
real case of a fully static economy, where all equipment goods would have the 
same useful lifetime, and on condition that we take as "accounting period" this 
very lifetime). 

One has to recognize that Marx himself fell into confusion on these various 
uses of C on more than one occasion. For instance, the whole discussion on the 
"equalization of the rate of profit" as between sectors of the economy in volume 
3 of Capital is conducted on the basis of a confusion of "constant capital" as sum 
of depreciation plus value of materials, etc . ,  and "constant capital" as total fixed 
capital [or "advanced capital"] . Therefore, apart from an inconsistency in 
Marx's calculations (which L. von Bortkiewitz corrected in 1907) these calcula­
tions contain a fundamental error: What is in fact equalized, in Marx's exam­
ples, is "profit margins on the value of gross output," and not at all "profit rates 
on capital. , ,3 But it is obvious that, when we speak about "rate of profit," it is 
profit over "advanced capital" that we have in mind, and this includes the total 
of flXed capital; if we relate profit to C in the first or in the second sense given 
earlier, this is not rate of profit on capital, but profit margins on the value of cur­
rent gross output. That is why in the main body of this appendix we have used 
the symbol K for total fixed capital. 

Notes 

1. TIE: In this and following paragraphs, Castoriadis has altered his previous formulation of 
these equations, introducing 

U1 (t) -- = a . 
U2 (t) 

2. From time to time one can see in various Marxist-Leninist Heralds comments of this kind: 

New York, February 15, 1963. General Motors announced that its profits for 1962 were 

1 . 5  billion dollars, as against 1 . 8  billion in 196 1 .  This proves, once again, Marx's law 

of the falling rate of profit. 
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New Thrk, February 17, 1964. General Motors announced that its profits for 1963 
were 2.2 billion dollars, as against 1 . 5  billion in 1962. This proves once more, against 
all the renegades and revisionists, the truth of Marx's law of the rising rate of 
exploitation. 

3. Cf. Paul Sweezy, The Theory oJCapitalist Development (1942; reprinted, New York: Monthly 
Review Press, 1964), pp. 108-30; J. Winternitz, "Value and Prices," Economic Journal, 58 (1948), 
pp. 276ff. ; K. May, "Value and Price of Production," Economic Journal, 58 ( 1948), pp. 596ff. ; Joan 
Robinson, Collected Economic Papers (Oxford: Basil Blackwell, 195 1), p. 137. We have formulated 
what we believe to be the solution of the problem of the "equalization of the rate of profit" in the 
general case in DC II, Socialisme ou Barbarie, 13 (January 1954), pp. 78-81 .  

[It i s  worth noting that during the discussion of the various schemes of reproduction i n  volume 2 
of Capital, C is used to refer to still another sense of the term, midway between the first two defined 
earlier. These schemes imply a partial (i.e . ,  sector-by-sector) consolidation of the economy; thus, 
"intermediate producers' goods" do not appear here if they are productively consumed in the course 
of a period of time within Sector I (production of the means of production) but appear rather as a 
product of Sector I "sold" to Sector II (production of consumer goods).] 
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Author's Introduction to the 1974 English Edition 

I 

When Modern Capitalism and Revolution was first drafted in 1959 its soundness 
or otherwise could not be vindicated on the basis of current experience. Its es­
sential ideas, summed up in the synopsis and in the final section, were not a de­
scription of an overwhelming mass of empirical evidence. Nor were they an ex­
trapolation of observations according to "exact," established, and safe scientific 
methods. They certainly bore a relation to actual events and trends- but this re­
lation entailed not only a new interpretation of the "facts," but novel decisions 
as to which "facts" were relevant and which not. These decisions were equiva­
lent to- and could only be made by means of- a change of the traditional the­
oretical framework. This change, in turn, derived not so much from purely the­
oretical work as from a new conception of what socialism was about. 

The text asserted, for instance, that the standard of living of the working 
class was rising and would continue to rise; that permanent unemployment did 
not any more, and would not in the future, have the numerical significance it 
had had during the previous 150 years of capitalist development and that the 
capitalist State had become able to control the level of overall economic activity 
and to prevent major crises of overproduction. All this was certainly correct, in­
sofar as the 1 950s were concerned. But this period, taken in itself, might well 
have been just another phase of cyclical expansion of capitalism, as the 1920s 
had been. During such periods there had always been a rise in real wages, a de­
cline in unemployment, and an apparently triumphant ability of the ruling 
classes to manage their business well. 

The text also asserted that the absence of political activity by the masses, in 
advanced capitalist countries, was the expression of a new, deep, and lasting 
character of modern capitalism. It called the phenomenon privatization and con­
tended that it would form the central problem confronting the activity of revo­
lutionaries during the coming historical period. To be sure, the population had 
remained politically inactive in Western countries throughout the 1950s. In 
France, de Gaulle had come to power in 1958 amid general apathy. But periods 
of "retreat" in the political activity of the masses had been the rule in capitalist 
history. There was nothing, empirically, forcing one to think that we were facing 
a new phenomenon. 

Again, the text asserted that the new attitudes of youth and its revolts against 
various aspects of the system had nothing in common with the "conflict of gen­
erations" observed in most societies from time immemorial; that these new at­
titudes expressed a total rejection of the system by the young; that established 
society was becoming unable to breed a new generation that would reproduce 
the preexisting state of affairs - and that the revolt of youth could become an im­
portant ferment to the process of social transformation. True, in the late 1950s, 
student demonstrations in Turkey and Korea had brought about the fall of par­
ticularly corrupt and reactionary governments - but they might have been seen 
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"simply" as political manifestations; after all, in less industrialized countries, 
students had played, for a long time, an important political role. 

Finally, the text contended that narrow "economic" and "political" issues, in 
the traditional meaning of those terms, were becoming less and less relevant, 
and that the revolutionary movement, henceforth, ought to be concerned not 
with abstractions but with everything that men and women do and are subject to 
in present society, and first of all with the questions they face in their real ev­
eryday lives. All this amounted to diagnosing the crisis of society as a crisis of its 
whole fabric and organization, and of what held that fabric together, that is, of 
meanings, motivations, responsibility, and of socialization itself. To that crisis 
the system tried to respond by means of an ever-increasing "consumption" and 
by enticing people into the "rat race."  It was asserted that this response would 
not be able to take the system very far, for the emptiness and absurdity of this 
philosophy of just "more and more" would sooner or later prove its own con­
demnation.  All this might have been just a collection of "literary," "psycholog­
ical," "sociological," or "philosophical" impressions and notations (correct or 
not, interesting or not). The real question was that of their relevance to revolu­
tionary activity. 

Fifteen years later one is entitled to state that these ideas have been amply 
"confirmed by experience. " Economic developments in industrialized countries 
can be understood only on the basis of the conceptions defined in this text, even 
when new and unforeseeable factors have intervened dramatically (we devote 
the second part of this introduction to this point). No political activity of the 
masses - and in particular of the proletariat - has manifested itself, and not be­
cause opportunities have been lacking: a general strike in Belgium in 1961 , eight 
years of war in Vietnam for the United States, May 1968 in France, three years 
of social and political crisis in Italy since 1969, unprecedented chaos in Britain 
over the last three months, [and a miner's strike during the winter of 1973-74, 
right in the middle of the oil crisis] . These have not brought about, not even 
fractionally, not even under the control of the traditional bureaucratic organiza­
tions, a political mobilization of the proletariat. On the other hand, since the be­
ginning of the 1960s, the involvement and the unrest of the young in general, 
and more particularly of students, have been the main unsettling factors in 
Western societies. At the same time, traditional family relationships and the 
place and role of women in society have been increasingly questioned, as have 
the capitalist ideologies of growth and consumerism and the capitalist view of 
the relation between man and nature. The "philosophical" question about the 
meaning of social life is becoming a "practical" issue for an increasing number 
of people. 

What matters beyond this "factual confirmation" is the question of how and 
why it was possible to formulate these assertions before the event. What was the 

. general conception and method allowing one to decide, within the chaos of his­
torical and social data, what was relevant and what was not, what contained the 
seeds of the future and what was just a residue of the past, what corresponded to 
the deep concerns of living men and women, and what was of interest only to a 
few pseudotheoreticians? This method and conception have been explicitly for-
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mulated in other texts, available in part to the English readers, and it is not our 
purpose here to outline them again. }  Suffice it to state a general guiding princi­
ple: Relevant are those facts that bear upon the revolutionary project, conceived 
of as a radical transformation of society brought about by the autonomous self­
activity of people. It is then this selJ-activity- or its absence- its forms and its 
contents, past and present, actual and potential, which become the central the­
oretical category, the Archimedean point of interpretation. Divorced from this, 
any theory, however elaborated, however subtle, and however complex, is 
bound, sooner or later, to reveal its identity with the most basic -even if hid­
den - tenets of the ideology of capitalism and, more generally, of all alienated so­
cieties. These tenets are that human beings are just a particular class of objects 
or things, to be described, analyzed, and predicted by theory, and to be handled 
and manipulated by a "practice" that is only a question of technique. 

Given this, it is not difficult to provide an answer to another, apparently baf­
fling, question, namely, "How is it that the opponents and defenders of the 
Marxist method -the self-styled 'science' of society and revolution - have 
proved consistently unable, whatever their particular brand of creed, to predict 
anything, or even to see what was happening around them? How is it that nei­
ther in 1960 nor in 1965 nor in 1970 nor today have they been able to foresee­
or just to see - such increasingly massive facts of life as the continued expansion 
of capitalist production and its implications, the growing importance of working­
class struggles at the point of production concerning the conditions and organi­
zation of work, the political "apathy" and privatization of people, the extent and 
depth of the revolt of the young, the crisis of traditional family relations, the 
women's movement, etc. ,  etc. , etc.?" The reason is, in the first place, that their 
very conception makes them blind. It is not just a question of this or that particular 
thesis. It is the spirit of their conception, its central logical and philosophical core, 
that is at fault, for it directs their sights toward that which is irrelevant, toward 
that which can allegedly be grasped through the "scientific" method. 

Let us add that "scientific method" is here a misnomer. A scientific attitude 
cannot just proceed while ignoring what is happening to its object. Marx, who 
certainly was not an empiricist, never stopped trying to relate his thinking to the 
economic, political, and cultural developments of his epoch. But this is not 
enough. When a theory is disproved by the facts, or has to face facts it did not 
and could not predict- or which it cannot interpret-it is well known that it can 
always be rescued, through resort to additional hypotheses, provided the sum 
total of these hypotheses remains logically consistent. This might work up to a 
point. But beyond that the heaping of hypotheses upon hypotheses is nearly al­
ways the sign that a theory is dead. 

The most famous example in the history of science is that of the "epicycles. "  
During several centuries astronomers attempted to make the observed move­
ments of the planets fit in with the view that the earth was the center of the uni­
verse (the so-called geocentric system). In today's scientific parlance, to say of a 
conception that it has reached the epicycles phase is to say that it no longer holds 
water. 

But the various brands of contemporary "Marxists" are unable to do even 
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that. Everything has to be rigidly fitted into a theory formulated 125 years ago­
or, more exactly, into the particular version of that theory which the particular 
"Marxist" in question considers the only correct one. Whatever cannot thus be 
forced into the preconceived framework is ignored -wholesale or in all its essen­
tials. Thus most Marxist "interpretations" of the student revolt of May 1968 in 
France boil down to this: The students were struggling against the unemploy­
ment that awaited them at the end of their studies. Apart from the intrinsic stu­
pidity of such an "interpretation," it is worth noting how the point of substance 
has been made to disappear, namely, the content of the struggle and of the stu­
dents' demands. The students were not asking the government to provide them 
with a guarantee that they would find employment after graduation; they were 
trying to impose self-government, to abolish the traditional master-pupil rela­
tionship, to change the programs, the methods, the direction of their studies. 
All this would not help them in the least subsequently to find gainful employ­
ment (indeed, within the existing system the contrary would probably be the 
case). It was in the aforementioned specific demands that the historical impor­
tance and novelty of the students' movement lay. 

In the case of economics, the privileged field of "Marxists," the situation is 
much worse. Thus the continued growth of capitalist production is either ig­
nored or "explained" by the "production of armaments. "  One wonders where 
to start and where to stop a discussion of this grotesque argument. To have a 
prima facie plausibility, the argument would require that the production of ar­
maments had been increasing and was continuing to increase in relative terms, 
within output as a whole. In fact, over the last quarter of a century, and for the 
industrialized world as a whole, the contrary is true. Relative terms are, of 
course, the only significant ones in considering an expanding whole. This the 
various "Marxist economists" are organically unable to understand. They al­
ways reason in absolute terms, which are totally void of significance. What mat­
ters in economics are proportions, rates of growth or decline, relative accelera­
tions or decelerations, etc. What would you think of a physician who, examining 
an adolescent, would say, "He is seriously ill, his arms have lengthened by three 
inches over the last six years; it must be a case of acromegaly! "  -and failed to 
notice that, during the same period, the adolescent as a whole had grown by 
nearly a foot? 

In the same vein we are repeatedly told that, for instance, the U. S .  military 
budget has increased by so many billion dollars this year- but never that it rep­
resents, possibly, a smaller proportion of the GNP than one year previously. But a 
declining proportion of armament expenditure ought to have increased the hy­
pothetical difficulties of capitalism. And what is Marx's political economy talk­
ing about? Is it about use values, or about "values" and "commodities"?  Are not 
armaments "commodities"? Does the fact that we dislike them make them less 
a "commodity"? And are armaments produced out of thin air? Assume that 
their production is rising in either relative or absolute terms. Does this not entail 
a more or less pari passu increase in the output of steel, of electronics, of fuels, 
etc. -and in output of consumer goods for the workers producing all this? 

A "beautiful," and by no means untypical example of the logic of contempo-
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rary "Marxists" can be found in recent attempts to vindicate the concept of a 
"falling rate of profit" by pointing to the case of British capitalism over the last 
decade or so (are there no other countries and no other periods?) and by explain­
ing this fall in the rate of profit by a rise in wages resulting from increased 
working-class militancy.2 Let us grant the facts, the premises, and the reason­
ing. Then how come they fail to see that this, if true, totally destroys Marx's eco­
nomic theory? The basic postulate of the latter is that labor power is a commod­
ity like any other, and that its "value," apart from temporary fluctuations, 
cannot be changed through human action. It is not this or that inference but the 
basic concept of the system that is ruined if you accept that the level of wages 
(and therefore the rate of exploitation) is determined by the class struggle (as, 
indeed, we asserted in this text fifteen years ago). Second, for Marx, the rate of 
exploitation must rise under capitalism. This is a much clearer and much less 
ambiguous consequence of his system than the "fall in the rate of profit. "  Marx 
has to explain, and attempts to do so in volume 3 of Capital, how it is possible 
for the rate of profit to fall despite a rising rate of exploitation (which, of course, 
in itself, would tend to raise the mass of profits and, other things being equal, 
the rate of profit as well) . Today Marx's defenders assert that the rate of profit is 
falling because of a falling rate of exploitation. Stop and admire. 

The general and typical attitude of a contemporary "Marxist," in this and all 
other fields, is the combination of a denial of reality with the assertion that to­
morrow (and tomorrow there will, of course, be still further tomorrows) reality 
will at last correspond to what his theory predicts. (This, of course, implies that 
today it does not. )  In other words, by and large, all contemporary "Marxists" 
assert simultaneously (implicitly or explicitly): 

1 .  That it is untrue that output is growing, that real wages are increasing, that 
unemployment is showing no long-term tendency to rise, that deep depres­
sions are absent, etc . ,  and 

2 .  that all these statements are true, but will cease to be true tomorrow. 3 

What is important in this respect is to understand how and why this type of 
totally irrational and antiscientific attitude, masquerading as "science," can pre­
vail and still be so widespread among otherwise "normal" human beings. This is 
an immense problem in itself, and a problem of cardinal significance for revo­
lutionary action. For if people determine their behavior on the basis of beliefs 
that, when stripped of an endless series of rationalizations and irrelevancies, boil 
down to: "I hold that p is true because I think that non-p is true," the question 
of how and by what process these people can ever learn from experience and be­
come open to logical argument becomes an agonizing one. We cannot enter into 
all this here. Suffice it to note, first, that this very fact is again a wholesale ref­
utation of the Marxist conception of history ("illusions" can well play a role in 
history, but not sheer irrationalities -and, then again, these illusions should be 
amenable to some "rational" explanation, both of their content and of the rea­
sons for which they hold sway over individuals). Second, we have here a new 
historical phenomenon: the adherence to a set of beliefs that cannot be defined 
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as an "ideology" in the proper sense of the term (like, for instance, the "liberal" 
capitalist ideology of the nineteenth century) ,  that is an apparently coherent sys­
tem of ideas providing a "rational justification" for the interests and the social 
practice of a given social stratum; or defined as a "religion," despite the justified 
temptation to use this term. The "religious" element here is in the mode of sub­
jective adherence to the set of beliefs, the search for an unquestionable certainty 
and the impenetrability to logical argument. But the content of the belief itself, 
with its "scientific" pretense and its lack of any reference to a transcendent prin­
ciple or origin, differs substantially from what is historically known as religion. 
We thus have here a new type of a collective irrational belief that expresses, like 
all religions, the need of alienated human beings to stop thinking and searching 
for themselves and to locate outside themselves a source of the truth and a guar­
antee that time will bring about the fulfillment of their wishes. But in a period of 
triumphant science this need cannot be satisfied anymore by outright mythical 
representations like the religious ones. It thus turns, for its satisfaction, to a 
pseudorational creed. Needless to add, this complex of attitudes and beliefs is 
part and parcel of the established social world against which a revolutionary has 
to struggle-and this is no figure of speech: One sees clearly its pernicious and 
reactionary effects when meeting honest workers or students whose thinking has 
become almost inextricably confused by the mystifications propagated by the 
various "Marxist" sects. 

II 

It might be useful briefly to examine economic developments in the industrial­
ized countries during the last fifteen years (and especially during the most recent 
part of this period), and this for two main reasons: first, because in this partic­
ular field the confusion created by traditional "Marxists" is the greatest, and 
second, because recent developments clearly show not only that one is not lost 
amid economic events because one has repudiated the traditional concepts and 
methods of analysis but, on the contrary, that this repudiation is the necessary 
precondition for understanding what is going on. 

Capitalist growth during the 1960s. During most of the sixties economic expan­
sion in industrialized capitalist countries continued to proceed more or less 
smoothly along the lines analyzed in sections IV and V of "Modern Capitalism 
and Revolution. "  For the whole of the decade the volume of total output (gross 
national product at constant market prices) of the OECD countries combined 
has grown at the average compound rate of 4.8  percent per annum4 - the rate 
being slightly less in the United States, higher in continental Europe, much 
higher in Japan. Growth of private consumers' expenditure has been roughly 
similar, and so has the rise in real wages. There have been minor fluctuations in 
the level of output (or rather in its rate of growth) and in the level of employ­
ment, but these remained extremely narrow by pre-World War II standards 
throughout the period (and to this very day). There has been one main exception 
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to the general picture: the United Kingdom, for the reasons already discussed in 
sections VI and VII. 

The expansion of employment. For these same countries, in the period from 
1957 to 1970, the total civilian labor force rose from 264.7 million to 299.4 mil­
lion, and civilian employment from 257 . 1 to 291 . 5  million. The difference be­
tween these two figures, roughly equivalent to unemployment, was 7.6 million 
(that is, 2 .87 percent of the labor force in 1957, a boom year) and 7.9 million 
(that is, 2 .64 percent of the labor force in 1970, a slack year). During the same 
period employment in agriculture fell from 61 .2  million in 1957 to 42 . 1  million 
in 1970. Thus the capitalist sector of the economy, properly speaking, absorbed, 
on top of the "natural" increase of 30 million in the labor force, another 19 mil­
lion released from agriculture. In other words, employment in industry and 
"services" rose from 195 .9  million in 1957 to 249.4 million in 1970 ( +  27 per­
cent in thirteen years, or roughly 2 percent per annum). During the same period 
the total armed forces declined, for the aggregate of OECD countries, from 6.32 
million to 5 . 84 million (U.S .  mobilization for Vietnam partially offsetting 
French demobilization in Algeria). 

In many important countries, in fact, unemployment became negative during 
this period. Thus Germany still had, in 1957, some 760,000 unemployed; by the 
end of 1973 (and with a recession beginning), not only was the number of jobs 
vacant still superior to the number of unemployed, and not only had the Federal 
Republic absorbed some additional hundreds of thousands of refugees from 
Eastern Germany, but about two million immigrant workers (mostly Turks, 
Yugoslavs, and Greeks) had flown into the country and were working there. 
This is tantamount to saying that "unemployment" was about minus 10 percent 
of the "German" labor force-in other words that there had been, during the 
period, not a redundancy but a deficiency of labor to that same extent. In less 
impressive terms, the same situation prevailed in most other continental coun­
tries. France, in addition to absorbing over 1 million French ex-settlers from Al­
geria, has needed a continuous influx of immigrant labor, and is currently em­
ploying about 1 . 5  million foreign workers (mostly Algerian, African, Spanish, 
etc.) .  Immigrant labor is crucial for Switzerland and important in the Nether­
lands, Belgium, and Sweden. Even the United States has absorbed during this 
period a flux of immigrants averaging 350,000 per annum (in this case including 
women and children) . 

The wage pressure and inflation. During the same period, however, a disrup­
tive factor was gaining strength. This was "inflation," or more exactly, rising 
prices. The rate of increase of the overall price level ("implicit price deflator of 
the GNP") has gone up continuously, year after year, from 2 . 1  percent in 1961 
to 5 .9 percent in 1970. Accidental and exceptional factors have contributed to 
the inflation during this or that year, in this or that country. But the universal 
and steady character of the phenomenon shows that these were not its main 
causes. The main cause has been the increasing pressure, not only of the indus­
trial workers- though they have been the pacesetters in most cases- but of all 
"wage and salary earners" for higher incomes, shorter hours of work, and, to an 
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increasing extent, changes in their working conditions. This pressure has at 
times taken a more or less explosive form, for instance, the long general strike in 
France in May-June 1968, or the "rampant May" in Italy that has lasted for al­
most three years starting in 1969. This pressure was, and still is, continuously 
present in all industrialized countries. 

Capitalist policies regarding inflation. In the prevailing conditions of fairly full 
employment and of buoyant overall demand, individual capitalist fIrms have vir­
tually no motives (and this within quite wide limits) to resist these pressures. In­
creased nominal wage costs are easily compensated by higher sale prices. ProfIt 
margins are thus preserved, and the value of the fIrm's liabilities to banks and 
bond holders (in terms of the market value of the fIrm's product) is reduced. 
Neither can these pressures be effectively resisted by the capitalist governments 
in their role as representatives of the "general interest" of the system. 

Failure of "demand management" policies. For a long period capitalist gov­
ernments have tried to reduce the speed of wage and price rises through general 
"demand management" policies. The profound idea behind this is that if you 
manage to engineer a bigger degree of unemployment, worker militancy will be 
reduced pro tanto through fear of unemployment, and so will wage increases. 
Some economists have tried to quantify this negative correlation between the 
level of unemployment and the speed of the wage rises, and the result has been 
pompously labeled "the Phillips curve."  What is forgotten is that the influence 
of this demand-supply relationship on the price of labor powers that was indeed 
operative in the "good old days" has virtually ceased to exist. 

As events have shown, the employees' pressure for higher incomes doe� not 
lessen, or lessens only very marginally, when unemployment rises within feasible 
limits. On paper (that is, if one extrapolated the "curves"), working-class pres­
sure might lessen if one were able to push unemployment to fantastic propor­
tions, say to 10 or 20 percent of the labor force. But no capitalist government is 
foolish enough to try this, for they know that their system would instantly ex­
plode. In other words, the decisive factor here is a secular change in the behavior 
of wage and salary earners, who have come to consider as granted an increase in 
their real incomes year in, year out, who are not deterred from this by the usual 
fluctuations in demand and employment, and who would certainly no longer 
tolerate massive unemployment. The clearest result of all the econometric work 
done over the last fIfteen years concerning the relation between unemployment 
and the rate of rise in wages is that even when unemployment is pushed up to a 
point corresponding to a zero real growth of output, there is still a residual and 
nonnegligible rise in nominal wages. This means that policies tending to push 
up unemployment (with a view to lessening the pressure on wages) not only are 
not a cure, from the capitalists' point of view, but they make things worse (for in 
this case the rise in wages is still there without the offsetting factor that would 
otherwise come from the growth in output and the increase in productivity per 
man-hour worked). British governments, both Tory and Labour, have had a bit­
ter experience of this. 
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Failure of "incomes policies. "  The other method thought up by capitalist gov­
ernments and their advisers to cope with the acceleration of inflation has been 
the attempted introduction of "incomes policies" - attempts that in virtually all 
cases have only ended in ludicrous failures. The basic reason for this is, of 
course, that incomes policies beg the question, for they could only work if the 
workers were willing to accept that their incomes be fIxed by somebody else; but 
if such were the case, there would have been no need for an incomes policy to 
begin with. Capitalist governments tend to think that if they secure the agree­
ment of the trade-union bureaucracy on a given rate of "permissible" wage in­
creases, they have thereby solved the problem. They are forced repeatedly to 
discover (and so is the management of individual fIrms) that agreement by the 
trade-union bureaucracy and agreement by the workers are two quite different 
things. 

Internal consequences of price inflation. It is well known and easily under­
stood that price and wage rises feed on each other. Once the whole process 
has started it tends spontaneously to accelerate. And this creates diffIcult prob­
lems for the capitalist economies.  For reasons already alluded to, a "mild" de­
gree of general inflation (say, 3 percent per annum) is certainly favorable to cap­
italist expansion. A rate of inflation of between 5 and 10 percent per annum is 
possibly something a capitalist economy can cope with. But how much more can 
it stand? There is certainly a point-though we cannot determine it in ad­
vance- beyond which a monetary economy could not function normally, for 
money would then cease to be a means of storing value, or even a standard for 
economic calculation. 

International consequences of price inflation. Moreover, the process creates 
imbalances between different capitalist countries, or accentuates existing ones. 
The rate of inflation is almost certain to differ as between countries (depending 
on the strength of the pressure exerted by wage and salary earners and on vari­
ous national characteristics such as the relative degree of imbecility of the re­
spective governments). Thus the relative positions of different countries in rela­
tion to international trade and payments will be affected in different measure: 
Some countries fInd that they are priced out of international markets or that 
their currency is the object of periodic "crises of confIdence" among interna­
tional fInanciers (a good example would be British exports and the tribulations 
of the pound sterling over the last twenty years). To this there is also a cure- at 
least on paper: the devaluation of the currency of the countries where inflation is 
strongest. But in order to work, devaluation has to be effective. This means it 
must succeed in reducing the overall "consumption" of the devaluating country 
or-what is more or less the same thing-the relative "price" of national labor 
power compared with that of other countries (the fIrst being the overall supply­
demand aspect of the problem, the second the cost aspect of it) .  Both things boil 
down essentially to reducing the level of real wages. And this, of course, ulti­
mately depends on the reaction of wage and salary earners vis-a-vis the fall in 
their real earnings that the devaluation tends to induce (by raising prices of im­
ported goods in terms of national currency).  So we are back to square one, for 
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that is where the problem started. Thus the relative "success" of the dollar de­
valuations of December 1971 and February 1973 was essentially due to the fact 
that American labor by and large accepted a fall in its share of output (from 1970 
to the end of 1973, "real" hourly earnings in U. S .  manufacturing- that is, earn­
ings corrected for the rise in consumer prices -rose by about 5 percent while in­
dustrial production increased by about 20 percent and output per man-hour by 
about 10 percent) . The failure of successive devaluations of the pound was due 
to the opposite being the case in Britain. 

A digression on "expectations." A somewhat long digression is necessary here. 
On top of the "real" factors discussed up to now, so-called psychological factors 
play a very important role in all economic matters ,  and particularly in matters of 
prices and foreign currency values. These factors introduce an additional ele­
ment of unpredictability and irrationality, and their action tends to amplify 
disequilibrium as often as not. By the way, the term "psychology" used by ac­
ademic economists in this respect is quite misleading. The substance of the mat­
ter is, of course, that nobody can ever act, either in economic affairs or in any 
other, without a view about future events and situations he thinks may be rele­
vant and have a bearing upon the outcome of his acts. These views are not, and 
can never be, a simple, faithful, and adequate repetition or extrapolation of past 
experience; if they were, they would be even more "wrong" than they usually 
are. Views about the future play a decisive role in decisions made today. They 
therefore help to shape the future. This, of course, does not by any means imply 
that the future will in fact correspond to the view held about it. The effect of a 
number of people strongly sharing a given view about the future event may be 
sufficient to bring it about (as when everybody thinks that the international 
value of the dollar will fall and so sells dollars, thereby making it fall) or to pro­
voke the opposite effect (as when many firms think that production of a given 
item is going to be extremely profitable in the future and, acting accordingly, 
provoke an oversupply of the item in question and losses for themselves). No de­
cision whatsoever about investments, for instance, can ever be made without 
very strong views being adopted ipso facto about a future extending over a num­
ber of years. 

Once the decision is made and implemented, these views become embodied 
in lasting changes in the "real world." Classical (and Marx's) political economy 
was based on the old metaphysical postulate that the present is nothing but a 
sedimentation of the past and either discarded the influence of this factor on the 
economic process, or treated it implicitly as if it were only some kind of froth 
surrounding the "real forces," or as if various decisions and views about the fu­
ture, and the actions to which they led, could at most deviate at random around 
some "normal" view and line of action (thus compensating each other on aver­
age). This "normal" view was considered "rational" by the classical and neo­
classical economists. For Marx, it was partly "rational," partly "irrational" (the 
"irrationality" again being the expression of a hidden and contradictory "ratio­
nality" at a deeper, nonconscious level) . 
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Now this factor- labeled "expectations" in contemporary economic litera­
ture, but for which "projections" would be a better name- plays a decisive role 
in an economy such as contemporary capitalism. First, this economy exists, and 
can only exist, in a state of perpetual change (the only certain thing about to­
morrow is that it is not going to be like today). Second, the monetary and finan­
cial factors have acquired an ever-increasing importance in modern capitalism. 
The result is not that "real" aspects are divorced from the "fmancial" ones but 
that they are, in many instances and from many points of view, subordinated to 
the latter. Thus present valuations of all assets and goods (except ephemeral 
ones, e.g. , fresh vegetables) are centrally based on projections of their future 
valuations. These valuations are a decisive component of decisions leading to 
real events. This is particularly true, of course, in relation to the relative values 
of currencies, and important in a period where generalized price inflation forces 
the decision makers to introduce into their projections certain estimates as to the 
future course of relative prices. These projections thereby themselves become an 
important factor in the chain of the inflationary process. 

The Vietnam "accident" and its effects -internal . . . Let us revert to our 
main argument. The principal characteristic of advanced capitalist economies 
during the 1960s was a generalization and acceleration of price inflation, result­
ing first and foremost from the pressure for higher wages and salaries . Against 
this background emerged a factor that, from the purely economic point of view, 
is an "accident," or rather a constellation of "accidents" : the Vietnam War and 
the way various U.S. administrations handled its economic consequences. The 
war in itself created a strong additional "demand" in the United States (from 
1964 to 1969 U.S .  "defense expenditure" in the national-accounts sense and at 
current prices rose from $5 1 . 8  to $8 1 . 3  billion, that is, by 57 percent. The gross 
domestic product during the same period increased from $638.9 to $94 1 . 5  bil­
lion, i.e. , by "only" 47 percent). This increased the inflationary pressures. But 
the problem was not unmanageable "in itself" as is shown by other historical ex­
amples. The de Gaulle government continued the Algerian War between 1958 
and 196 1  simultaneously with a "stabilization" of the French economy and a spec­
tacular improvement in its external accounts. That the problem is manageable is 
also shown by the size of the figures involved: Nothing miraculous is required to 
"make room" for $30 billion in additional expenditure on one item, during a pe­
riod when total available resources are increasing by $300 billion. The problem 
was totally "mismanaged" by the Johnson administration because of essentially 
political reasons: the persistent self-delusions about a quick victory in Vietnam, 
and the reluctance to take unpopular taxation measures in the face of mounting 
internal opposition to the war. 

. . . And international. The effect was both an acceleration of the internal price 
inflation in the United States and a rapid and sharp deterioration of its balance 
of foreign transactions. The "net exports" of goods and services, which stood at 
+ $4.5 billion in 1964, had become - $2.3  billion in 1 969. This came on top of 
a trend, well under way since the mid-1950s, in which Germany, Italy, Japan, 
and France in that order successively and quite successfully reentered world 
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markets as competitors in the manufacture of industrial goods and started to un­
dermine the position of U. S .  industry. But American capital did not stop, for all 
that, investing abroad. While such investment was a trifle in relation to the U.S .  
GNP and resources- on the order of $3 billion per annum on the average for 
"direct investment" - it was very important in relation to the size of the external 
balance. 

Now if country A has, in a given year, a trade surplus over country B of $ 1  
billion, it can either pay in some acceptable form (gold, currencies, etc. )  or it 
can purchase assets in country B (land, buildings, mines, factories). But if coun­
try A has a deficit against country B, and on top of that purchases assets in coun­
try B, how can it pay for the total? Well, it can pay in IOUs. For how long? For 
as long as country B accepts the IOUs. And for how long will country B accept 
IOUs? In normal business (between individuals or fIrms), IOUs will be accepted 
only as long as B thinks he has good reasons to believe the IOUs will be honored 
in due course. It is more or less like this with the international IOUs known as 
national currencies. It is not totally so with the dominant currency of the dom­
inant capitalist country, this particular IOU called the dollar. 

The international monetary system and the dollar standard. For various rea­
sons connected with the whole history of Western capitalism since 1 933 and par­
ticularly since 1945, the United States had succeeded in making the dollar al­
most legal tender among capitalist countries (and even "socialist" ones). We 
cannot and need not enter here into all the complexities of the "international 
monetary system."  For our purposes it is enough to point out that two principal 
"creditors" of the United States (the German and Japanese central banks) have 
in fact been willing to absorb all the IOUs, that is, all the dollars that have been 
pouring out of the United States during the 1960s.6 At the end of 1960, the 
country's "official gold and foreign exchange holdings" were $17 .8  billion; its 
"short-term liabilities to foreigners," $17 .3  billion. By the end of 1970 the first 
figure had fallen to $ 1 1 .7 billion, the second risen to $40. 5  billion. The increase 
of around $30 billion in the net liabilities of the United States during the period 
is of the same order of magnitude as "direct U. S .  investment abroad. "  

Since 1914 virtually all countries have lived, internally, with a paper-money 
system. And this system has covered, since 1960, international transactions as 
well . For in fact, for the past fifteen years or so, the capitalist world has been 
living in a dollar standard system, or a cours force of paper money - shrouded by 
the thin veil of the theoretical "convertibility" of the dollar into gold, a veil that 
was torn by Nixon on August 15 ,  197 1 .  This was an unthinkable situation for 
"classical" and Marxist political economy, for which such a system was not 
"wrong" (as Jacques Rueff and the late General de Gaulle kept saying) but in­
trinsically absurd, verging on the impossible, and bound to collapse within days, 
weeks, or months at the utmost. But this system appears "normal" in present 
conditions, for in fact modern capitalism cannot work unless it extends, on the 
world scale, the monetary, banking, and credit functions that are the basis of its 
operations at the national level. This creates particular problems, for which 
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there is neither a "natural" solution (with gold playing the role of "universal 
money," as Marx thought) nor an easy and immediate institutional solution. 

Possible "solutions" to the international monetary problem. The fantastic ex­
pansion of international trade and fmancial transactions of all kinds has made it 
impossible, for a long time now, for gold to perform the function of "interna­
tional money" - and this for roughly the same reasons that have eliminated ev­
erywhere this function of gold at the national level. This expansion of trade has 
required that the central banks of various countries behave toward each other 
like banks within a country, accepting each other's "bills" (the respective cur­
rencies, or claims in such currencies) and settling their accounts through clear­
ing and bookkeeping operations. Through a process similar to that which im­
poses a single actual "money" within a given country (even before the law 
defmes a single type of "legal tender"), one of the currencies involved comes to 
play the role, first of universal instrument of payments and of a standard for 
prices and, subsequently, even that of a means of storing value (holding "liquid" 
or quasi-liquid assets in a form that is readily usable in the international com­
modity and financial markets). For obvious reasons this currency will be that of 
the country that is "dominant" in international trade and finance (the pound 
sterling up to the First World War, the dollar since the 1930s). But contrary to 
what is the case within a single country (where the bills of one bank, the central 
bank, become "legal tender," their acceptance being enforced by law), "inde­
pendent" countries cannot be forced to accept a foreign currency against their 
will. Thus final net balances between countries over a given period may have to 
be settled through transfers of a universally accepted asset. Up to recent years 
gold has retained this function along with the dollar. 

But not only is gold not money any longer (for instance, it is not and cannot 
be the "standard of prices"); gold cannot even properly perform the function of 
a fmal means of settlement, as the events of the last fifteen years have shown. 
There are various reasons for this that we do not need to discuss in detail here. 
Suffice it to mention the main one: In the prevailing social and political climate, 
no capitalist country is likely to agree to subordinate its economic policies- that 
is, its rate of expansion and its levels of demand and employment - to the neces­
sity of settling in gold the balance of its external transactions. It will prefer 
to alter, as frequently as necessary, its exchange rate. Once this starts being 
done systematically (that is, once the fetishism attached to the "value of the na­
tional currency" is overcome),  the "international" function of gold becomes 
redundant. 

On paper, it is not difficult to "solve" the international money problem. A 
world central bank could be established to perform the role a central bank per­
forms at the national leve1, regulating the activities of, and extending credit un­
der specified conditions to, the various national central banks. But obviously 
this would be impossible without a world-political authority (it would imply that 
the various capitalist governments had abandoned a substantial part of their eco­
nomic independence). Such an authority cannot be established "amicably" 
given the strife and scramble among individual capitalist countries (the fate of 
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the International Monetary Fund proved this, if proof were needed). A world 
central bank might be imposed by the dominant power as long as there was an 
undisputed dominant power (indeed, the International Monetary Fund, insofar 
as it played any effective role at all, was a mere instrument of the U. S .  Federal 
Reserve System up to the end of the sixties; the Russians have found things 
much easier within the area of their political domination) .  The decline in relative 
economic and political power of the United States in recent years, and in partic­
ular the strong deterioration of its external balance, has made it impossible for it 
to continue, let alone to strengthen, its activities as "regulator in the last resort. "  

The remaining possibility is that of a more or less "autonomous" regulating 
mechanism such as the one provided by frequent changes in the relative inter­
national "values" of currencies. At the limit this becomes a system of "general­
ized floating rates."  This has its own irrationalities and problems (in particular, 
countries for which the float leads to a continuous devaluation of their currency 
may have to face the internal problems discussed earlier in connection with 
straightforward devaluation), though as some international experts noted last 
year, critics of the system seem to forget that there are not many alternatives. 7 
The currently prevailing situation, a halfway house between the "generalized 
float," the dollar standard, and lingering residues of the traditional role of gold, 
contains even more unsettling elements .  

The monetary turmoil of 1969-73 . . .  Among these unsettling elements let us 
only mention the decisive role of "expectations" or projections concerning fu­
ture values of currencies (and therefore also of international values of commod­
ities and assets) . These can exert an extremely destabilizing influence. This fac­
tor was already central to the sequence of events that led to the indefinite 
"suspension" of the convertibility of the dollar in August 197 1 ,  and to its deval­
uations in December 197 1  and February 1973. It had already contributed to the 
misfortunes of the pound sterling for many years. As long as there was "confi­
dence" in the dollar, not only central banks but also private banks, multina­
tional corporations, etc. , have for years been piling up dollars (holding their liq­
uid assets in the form of dollars or short-term dollar claims). This had been done 
to the tune of hundreds of billions of dollars. When this confidence began to 
erode in 1969 a "flight from the dollar" began, which rapidly fed upon itself and 
reached unmanageable proportions by the first half of 197 1 ,  eventually forcing 
the United States to abolish dollar convertibility and then to devalue. 

This sequence of events, which seemed at the time to leave the capitalist 
economy without an international means of payments, might have triggered a 
general "crisis of confidence" and led to a recession deeper than previous ones, 
or even to a depression, the more so as the events of the 1971  summer came at a 
time when the U. S. economy was still in a state of policy-engineered recession 
( 1970-71 )  and the other industrial countries were experiencing one of their pe­
riodic decelerations in their growth rates. Indeed, in the autumn of 197 1  all 
stock exchanges nose-dived. Expectations were bleak. And Marxists announced 
again, with more emphasis than usual, that the "last crisis" of capitalism was 
around the corner. 
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. . .  And the 1972-73 boom. In fact, and despite a continuing unrest in inter­
national monetary affairs, one of the strongest booms in the whole history of 
capitalism started at about this time. The rate of growth of the GNP for all 
OECD countries combined rose from 3 .5  percent in 197 1  to almost 6 percent in 
1972 and to more than 7 percent in 1973. Meanwhile, international trade exhib­
ited unprecedented rates of expansion. The period was also (save for a 
short-lived ripple from mid-1971 to the spring of 1972, mainly due to the Nixon 
price freeze in the United States) one of fast-rismg prices (for the same basic rea­
sons as stated earlier), this time reinforced by an increase in food prices (mainly 
the result of the wonderful efficiencies of U.S .  and USSR agricultural "poli­
cies") ,  and in the prices of raw materials (where the role of inflationary expec­
tations has been important). By mid-1973 the overall price level in OECD coun­
tries combined was rising at an annual rate of 8 . 5  percent and more.8  After a 
while the dollar devaluations started taking effect. During 1973 the U.S .  trade 
balance was moving rapidly into the black. After a low point, reached in June 
1973, restoration of confidence in the dollar started pushing up its international 
value. 

By the early autumn of 1973 the prospects were that, after the exceptionally 
strong boom of the last two years, 1974 would be a year of slower expansion (in­
deed, the signs of slowing down in the U. S . ,  Germany, and Japan were rather 
clear). There would be a much quieter international monetary situation, al­
though inflation would continue more or less unabated. 

The Yom Kippur "accident." Then the Yom Kippur War exploded. Arab oil 
was embargoed. Oil prices quadrupled in three months. The prices of other raw 
materials skyrocketed. And Mr. Heath, availing himself of some erroneous sta­
tistics, refused British miners a modest pay raise. 

These events confronted Western capitalism with an unprecedented threat. 
Here was the distinct possibility of economic disruption as a consequence of the 
sudden scarcity of a fundamental physical element of production (energy) . This 
scarcity had resulted not from economic but from political factors. These factors 
revealed dramatically the catastrophic implications, which had been accumulat­
ing for a long time, of the process of capitalist (and "socialist") technological de­
velopment. But, even short of disruption, the impact of the oil crisis could have 
been tremendous. Cutting dramatically the demands of some strategic sectors of 
capitalist production (e.g. , automobile industry, aircraft, etc. )  while simulta­
neously reducing the output possibilities of virtually all other sectors (even ag­
riculture), the latter not being in any way a compensation for the former, the oil 
crisis could have annihilated business expectations, could have induced heavy 
primary cuts in investment as well as in consumption, and might have snow­
balled into a cumulative depression combined with even steeper rises in prices. In 
brief, it could have led to a situation where a Napoleon cum Keynes would have 
felt lost and where the Nixons, Heaths, Wilsons, and Pompidous would have 
appeared as mentally backward children required to solve the problems of uni­
fied field theory. In such a situation the traditional instruments of "demand 
management," which at long last capitalist governments had painfully learned 
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how to apply, would have been utterly useless. Measures of quasi-war economy 
(strict allocation of scarce resources, control of prices and wages, if not whole­
sale rationing, etc.) would have had to be applied, and the population made to 
accept them, in conditions of "peace." 

Present Prospects 

At the time of writing (early March 1974), all the odds seem to be that unless 
social struggles develop (which is, of course, possible, and even more likely 
than, say, a year ago, but by no means inevitable) the capitalist economy will be 
able to reemerge from the huge turmoil provoked by the oil crisis- superim­
posed upon an incipient slowing down of the business cycle, itself superimposed 
upon a lingering international monetary crisis, itself superimposed upon a con­
tinuously accelerating inflation - at no more cost than just another recession. 
This recession may possibly prove no more severe than previous ones that have 
occurred since the end of World War 11.9 

But note: We are not, absolutely not, committed either to this particular "fore­
cast" or this type of forecast. There might have been (and still might be) on this 
occasion (or on some future one) a very deep economic crisis, or even a disrup­
tion of the capitalist economy deeper than even the most sanguine Trotskyist 
ever dared dream about. But such a crisis would not be a confirmation but 
rather a refutation of the whole Marxist conception, economic and overall. For it 
would not be amenable to Marxist analysis for the same reasons the present sit­
uation is not amenable to an analysis of this type. It would not have been the 
outcome of those factors that the Marxist conception considers operative and 
fundamental. In particular, it would not be the product of any "contradiction" 
between the capacity of the system to "produce surplus value" and its incapacity 
to "realize surplus value."  It would be the result of factors about which Marx­
ism has little or nothing to say (or which it considers secondary and peripheral in 
relation to the "fundamental economic laws" of capitalism). The most impor­
tant of these factors are the social struggles as basic determinants of economic 
developments; the political conflicts between and within the ruling strata of var­
ious countries, the necessarily half-"rational," half-"irrational" way in which 
capitalist governments manage the economy and decide their general policies; 
the world military-political game and its present stage (which conditions the 
ability of the rulers of a few Bedouin tribes to extract overnight a rent of about 
$100 billion a year from the imperialist powers. Can this be explained in terms of 
the "labor theory of value" -or is it a manifestation of the "falling rate of 
profit"?);  and, last but not least, the intrinsic absurdity of the capitalist techno­
logical development celebrated by Marx and the Marxists as Reason itself in 
action. 

This possibility that recent international political events might have triggered 
an economic crisis (the occurrence, type, and content of which would have been 
unforeseen and unforeseeable for anybody, and in particular for Marxists using 
their "method") amply confirms the conceptions formulated in this text. Such a 
crisis, had it arisen - or if it does arise-would have been an "accident" in rela-
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tion to the economy itself. It would have been the effect not of the internal work­
ing of the economy as such but of factors external and extrinsic to the econ­
omy- and this is, since Aristotle, the very defmition of an "accident. "  We have 
stated (section VI) that "if each particular crisis may appear to be an accident, in 
contemporary society the existence of such accidents and their periodic recur­
rence are absolutely inevitable. "  For this society is fundamentally irrational. 
And this entails that there is not a single, straight, beautiful (and thus fmally ra­
tional) "dynamics of its contradictions." This may drive to despair those who 
thought they had found, in three elementary economic formulas, the key to the 
secrets of human history. But these people, whatever they may label themselves, 
have never understood what the revolution is about. 

For revolutionaries one central point must be grasped to understand how the 
system works: the struggle of human beings against their alienation, and the en­
suing conflict and split in all spheres, aspects, and moments of social life. As 
long as this struggle is there the ruling strata will continue to be unable to orga­
nize their system coherently, and society will lurch forward from one accident to 
another. These are the conditions for a revolutionary activity in the present ep­
och - and they are amply sufficient. 

March 17, 1974 
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same-periodic up-valuations of other countries' currencies (deutschmark, yen), which the coun­
tries concerned tried to avoid as long as possible in order not to lessen their international competi­
tiveness. Of course, they were not able to avoid it in the end. 
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7. OECD Economic Outlook , July 1973 . 
8. Figures from OECD Economic Outlook, July 1973. 
9. There is a proviso-and it is a very important one. It is that after the huge "once and for all" 

rise in price levels caused by recent events has worked its way through the system (the leading cap­
italist economies must allow such a rise to take place in order to reduce the shift in terms of trade 
between industrialized and oil + raw materials-producing countries, and restore some balance in in­
ternational transactions between the former and the latter), the capitalist countries either succeed in 

stopping the acceleration of price inflation or learn to live with "Latin American" price conditions. 
Nothing guarantees that they will succeed. And nothing guarantees that they won't. As we have re­

peatedly stated, the outcome ultimately depends, here again, on the reactions and actions of working 
people. 
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Appendix B: 

Glossary 

We present here a small number of French words and their English-language 
equivalents, which might be of interest to the scholar. Given the absence of any 
significant translation complications, the text itself can stand on its own for the 
general reader without requiring special explanations, with the following few 
exceptions. 

Unlike Castoriadis's later writings, the texts translated here contain few spe­
cialized terms and neologisms peculiar to the author's writings of this period. 
The only technical terms that appear in these texts come from the fields of phi­
losophy, sociology, and economics (and often directly from Marx's writings). We 
usually have provided the standard translation term in these cases. 

autogestion 
decollement 

depasser 

direction 

dirigeant 

self-management. 
coming unstuck . A term S. ou B. tried to popularize which 
was used to describe the process whereby the proletariat 
was freeing itself from the hold of the CPo 
to outstrip, overcome, overtake, surmount. Unlike Alan 
Sheridan-Smith's translation of Sartre's Critique of 
Dialectical Reason, we have only rarely used "to 
transcend.  " 
direction (as opposed to execution), leadership (of a 
political party, State etc.), (the) management (of an 
enterprise, etc.) .  
director (as opposed to executant),  leader or ruler (of a 
political party, State, etc.),  manager (of an enterprise, 
etc.) .  
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entreprise 

etatisation 
executant 

execution 

gestion 

instauration 

parcellaire 

propriete 
signification 

technique 
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enterprise (in Eastern or Western countries), business, 
business enterprise, company or firm (in Western countries 
excl usi vely). 
statification (complete nationalization). 
executant (of tasks prescribed by a separate stratum of 
directors or managers in traditional or bureaucratic 
capitalism). 
execution, carrying out (of prescribed tasks) . Opposed (in 
traditional or bureaucratic capitalism) to the functions of 
direction. 
management (the act of managing) . Also: gestion 
("workers' management") and gestionnaire, which we 
have usually translated as "self-managerial" (as in "self­
managerial activity"). 
instauration (act of instituting or establishing something 
anew or for the first time) . According to OED, we are 
reviving (reinstaurating?) a now-obsolete meaning of a 
seventeenth-century English word. We do so because this 
term is so important for Castoriadis's thoughts on 
creation and institutionalization, especially in lIS. The 
more contemporary meaning, "the act of restoring" or 
"restoration" -with all of its political overtones- is 
exactly the opposite of what is meant here. Thus also, "to 
instaurate," etc. 
compartmentalized (labor). We have used "compartmentalized 
worker" (and "compartmentalization") instead of Marx's 
"detail worker" or Teilarbeiter, since the word "detail" is 
not "detailed" enough, if you will, to describe "a laborer 
who all his life performs one and the same simple 
operation [and thus] converts his whole body into the 
automatic, specialized implement of that operation. "  
(Capital, vol. 1 ,  pt. 7 ,  sec. 2,  p.  339.) Our phrase is not 
completely adequate, either. 
ownership or property. 
signification. Another term which is developed more fully 
in lIS and in other later writings. Meaning has been used 
on occasion, as well as significance when the context 
suggested it. 
technique. The Greek techne, or "know-how" in the 
broadest sense, as Castoriadis says at one point. 
Contrasted with technology, with its socially instituted 
logos - the specific set of techniques chosen by, and used 
in, a given society. This distinction is clearly made in the 
"Socialism Is the Transformation of Work" section of 
CS II. 
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