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Once the inner connection is grasped, all theoretical
belief in the permanent necessity of existing conditions
breaks down before their collapse in practice.

— Marx to Kugelmann, 1868
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20 America In Decline

bloc; and the Third World as a "'gold-mine'' and ''mine-field"’ for
imperialism. These studies will be followed by a detailed examina-
tion of the mechanisms and dynamics of imperialist accumulation
and by analysis of the particularities of the political economy of
U.S. imperialism, including the role of the state, banking and
credit, and agriculture. The work will conclude with a mapping of
the current world crisis and an assessment of the prospects and
forces for revolution in the 1980s.

Chicago
Raymond Lotta

Political Economy
- in the

Epoch of Imperialism
and

Proletarian Revolution
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Were the laws governing natural and historical phenomena simply
reducible to or identical with external appearances, scientific in-
quiry would itself be unnecessary. When many of the classical
bourgeois political and economic theorists took as their point of
departure the discrete individual and the market (which ostensibly
maximized and reconciled conflicting self-interests), they were not
merely constructing an apologia, but fastening on and absolutizing
certain surface features of a social order whose logic they regarded
as natural and eternal. Karl Marx pierced this veil of appearance,
revealing the underlying production relations of capitalist society,
their historical evolution, and why they necessarily assumed par-
ticular external forms.

The Marxist science of political economy studies the production
relations of society: ownership of the means of production, inter-
connections among people in the labor process, and distribution of
the social product. It is not things, but relations among people that
this science investigates, and in a society divided into classes these
relations are ultimately manifested in class relations. Such a study,
however, cannot be pursued narrowly — limited to factories or
other similar production units or even, especially in this era, to
COuntries, taken as self-contained entities. Nor can one system (of
Production relations) be taken statically, severed from the histor-
ical development of the productive forces. Political economy must
CDIl_front dynamic systems in their international relationships and
their processes of change.
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;‘(l)lfir; 2ritt:;ee business ideologies existent in the world today, the
Soviet ); te n:)?l:i; own free-enterprise system, and a third whiéh is
peither one nor | e qther. ... I am extremely troubled about the
future of free 1en f)r(')pnse [read: the freedom of U.S. enterprise to be
tatly arean s above the rest of the imperialist world]. To put it
ol rea,son inetlglm{lg to let-thls t}urd group [i.e., the imperialists who
i animst t}i 1r{11medlate situation to favor some protectionist
o Comg ins e d.S.] abandon the policy of free enterprise and
open o sﬁl artlg: ;Ele l;i(éog;i Etate tradi?g nations or are we going
. our own future by advancin
Eaee.,t;uch as those :adv.anced through the Marshzll Plan] thgatﬁ;:ds
em over their difficult period and permit them t he
game under the rules we adhere to.'* ™ fo play the

Th : .
ere are of course only two ideologies: that of the bourgeoisie and

h . :
at of the proletariat. The point was that under the conditions of

. g
he day the U.S. bourgeoisie was the only imperialist ruling class

withan1 late i : ‘
immediate interest in relatively laissez-faire economicrela-

Hons ; .
t:-;-c::}]]Sn g} certain spheres (du.e to the enormous advantages in scale
techno Cfl)eg)(, growth potential, and, most decisively, its widened'

ning, access to the oppressed countries). Given its f::'veralir

ot _ .
rength and strategically advantageous position in the division of

the :
rhet;‘ia;l:ljf éhe_ American colossus was for the time spouting a
meanin y -nlnxmre of (1.) “free trade” and “multilateralisngl '’

g mainly the breaking up of bilateral relations between ﬂ;e

European i iali : ;
pean imperialists and their colonial preserves as well as ‘'free’’ -

acce . »
"ecos;fotgizhsizz;lz?zlot{l les,, ,and (2.’ international cooperation’’ and
monetary, finan . ? ion,”’ meaning planning and rationalization of
cord withf . cial, trade, a.nd other economic arrangementsin ac-
qui a S. qrchestratxon of the imperialist world

qu'lIt‘ie1 un-laissez faire). economy
US 1 ;ﬁ;ﬁﬁg;c C?n be seen clearly in the key case of Britain. The
in dire straits Al?h course, very much aware that the British were
bower e qugh it suffer§d only a third as many "man-
ver $70 billi (;;—'5'3 ZS g had in the First World War, Britain incurred
uidated $6 billiom' e used.up $750 million in gold reserves, lig-
suffered $3.5 b'I;l%n overseas investment to finance the war effort
ebuildin -1 illion 1n‘sh1pp1n‘g losses, and faced the need of
g almost one-fifth of its housing.” Despite a formal

124 Quoted in Joyce and Gabriel K
olko, The Limit ,
Row, 1972}, p. 24 (bracketed comments added blysgffo;:]ec; (IE‘\ISETV York: Harperand

125 Felix Greene, The Enemy, p. 97.
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anding that lend-lease would be reduced gradually and ina

underst
manner calculated to encourage orderly reconversion, on August
45, Truman abruptly terminated all aid. "It was a great
Attlee later recalled. ''The tap was

21, 19
shock,” British Prime Minister
It made quite an impossible situa-
d ask for an American loan right

rurned off at a moment’s notice.
tion. That's why we had to go an
hat Washington had been banking

away. Which was exactly w
on. The final agreement gave the British $3.75 billion in return for

their rermination of the so-called ''dollar pool,” which had sent all
sterling bloc members' dollar earnings to London, and for the free
convertibility of all sterling currency and a British obligation not {0
reduce imports from the U.S. In a separate statement the two par-
ties pledged themselves to ''the elimination of tariff preferences’
'"adequate measures for the substantial reduction of barriersto

and
Pt 127

world trade.
Alliance with British imperialism was

e U.S. leadership’s vision o
dent of Western monetary policy,

an integral and crucial

component of th f the postwar world. As
has concluded:

Fred Block, a stu

kind of bridge between the

In general, Britain was seen as a
1d. If the United States could

United States and the rest of the wor
count on British economic, political, and military resources in the

pursuit of U.S. global aims, it was thought that it would then be In-
finitely easier to gain the acquiescence of other countries. It was
precisely U.S. dependence on British cooperation in a variety of
areas that made U.S. policy toward Britain so complicated. On the
one hand, if Britain were too strong. - it would be difficult to force
her to act according to American wishes. On the other hand, if Brit-
ain were too weak . . .she would be of little help in financing Euro-
pean trade, In working to eliminate trade and exchange controls,
and in a whole variety of other tasks. The trick, then, was to keep

Britain weak and dependent, but not too weak. .. . '*

erialist system in which rivalries and

Coming into being was an imp
ational capitals would still continue,

competition among differing n

Prime Minister Remembers: The War and Post-War Memoirs

of the Rt Hon. Earl Attlee (London: Heinemann Publishers, 1961}, pp. 129-30. The
abrupt lend-lease cut-off was also designed to bring pressure on the USSR in the
] Europe and to slow the pace of Soviet reconstruction.

127 Gardner, Sterling-Dollar Diplomacy, Appendix: 1 Financial Agreement Between
the Governments of the United States and the United Kingdom,'’ and pp- 152, 225.

126 Francis Williams, A
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but where a single power played the orchestrating role.
The preceding pages represent an application of our spiral/

conjuncture thesis and serve as an overview of the rise of U.S.im- §
perialism. We have shown how the outcome of World War 1 estab- |
lished a certain framework for imperialist expansion and how the
U.S. maneuvered within it. We have seen how new contradictions
erupted within and eventually destroyed that framework. Yet out §

of the carnage of World War 2 emerged a new imperial order. There
are of course other analytic approaches to both the history and po-
litical economy of the period. But unable to apprehend the move-
ment and contradictions of imperialism as a concrete stage of world
history, these approaches can neither explain the underlying
causes and overriding significance of the first two world wars nor
can they furnish an understanding of why we are in a prewar
period today. Unfortunately, the dynamics of the postwar period
were, to put it generously, misread by prominent spokesmen with-
in the international communist movement. The fantastically dis-
equilibrated relations of economic strength between the United
States and the other imperialist economies and the removal of large
stretches of the world from the imperialist orbit fed predictions of
imminent breakdown and collapse. The dominant view in the inter-
national communist movement was that with the conclusion of the
war, the capitalist economies would lapse into depression, or, more
accurately, the Great Depression of the 1930s would resurface.
William Z. Foster, Chairman of the Communist Party, USA,
argued in 1949 in his book The Twilight of World Capitalism:

The next and inevitable economic collapse, which will center in the
United States, will have its basis in the fact that war-swollen produc-
tion in the U.S. has far outrun the consuming capacity of the lagging
capitalist domestic and foreign markets. It will be much more ter-
rible in its effects than the last crisis.!*

Throughout the Western bloc, demobilization and the problems
and complexities of reconstruction led to real difficulties. But they
were essentially by-products of the preliminary phase of reorgani-
zation and restructuring of capital, that is, they were bound up with
a brief period of adjustment. The 1945-47 period, far from being the
end of a cycle of war-induced growth (which was how, in the main,

'* William Z. Foster, The Twilight of World Capitalism (New York: International
Publishers. 1949}, p. 10.
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TABLE 2.6

e O.E.C.D. Countries’1950-60

nic Performance of th billions of U.S. dollars)

Econd (at 1963 prices and exchange rates, In
GrO;i(ljiéﬁii:nal Fixe(:-ilr (;Ssssg:o;;figtion
= 665.6 122.7
1959 715.5 123.7
1951 741.5 124.0
lzz:; 776.2 132.8
19 4 784.8 140.1
119 s 841.3 154.9
1056 868.9 162.9
(057 893.0 166.9
1958 899.2 -‘;iz -2
1959 049.3 188‘4
1960 991.3 -
Average annual 4.1% 4.4%
increase 1950-6° — ooperation and Development) countries include

Denmark, Finland, France, Germany

*The O.E.C.D. {Organization for Econo
rway, Portugal, Sweden, Switzerland,

ia, Belgium, Luxembourg,
Canada, U.S., Japan, Austria,
[Fa.R*) Greece, Iceland, Ireland, Italy, Netherlands, No
Turkey, and United Kingdom.

' ts O
ic Cooperation and Development, National Accounts of

Source: Organization for Econqm Y
C;IEC.D. Cguntries, 1950-68 (Paris: O.E.C.D.}, Tabled, P

' ists t00},
it was understood by revisiox}is:[tso ?l;d ;n}?;iz ii??;lxlﬁﬁ o '111-
e starting poin ! I
giilggt ; ?‘2’3;1;1; prolongegd period of de.ve{opment c;anac:i1 2:5?;25;13-
The proletariat, it is tru€, did ma}ce 51gr_11f:10ant 3 ;rwas sinterne
tionally through the war, but the imperialist orae was e e
' d by the war's outcome and, in particuiar,
DoAY oot the int of fact,

: its rivals. In po
magnitude of the U.S. victory over all its 1iva g jon. And it

there was at the time no basis for a world;\ndeﬂcll:}_:::l:r?iete i
was possible then, in basic term> o red Y_thl; those of the prewar
tions of that time, especially as compared Vi“ heuvering room en-
period, and to actually discern the very rei mrsatter is that the U.S.
joyed by the imperialists. The essence of the
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TABLE 2.7

Growth
of Total Real Output, Leading Imperialist Countrie
(annual average percent Increase] ;

1900-1955 1947-1955+

US. ..........

Japan .. >

IGjell('rm-my ;2 133

France .. T 0
.......... . 6.0

*France and German
: Y averages are for 1948-55
romprises only the Federal Republic of Germap: After World War 2 the category "Germany” 1

e T

T ke e S S I P ok
SR A A T

imperialists were not fundam
rivalries, economic difficultie

wam N - =
o For e X oy

entally stymied by interimperialist §
S, and other challenges, as they and

= ot e '--"'5':‘r =
- ke’ S s A

g
3
o
~
Q.
o
N
=
-y
g
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¢
o
oq
=
=
~
Q
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Qs
=

The international communist movement h

war diametrically op '
. . posed to that of L
gued in this work. That offic doxs

eral crisis.” The theory of gen
descent of capitalism, based

that the ground was being cu
(even almost literally

lism and proletarian r

eclid a view of crisis and
and to what has been ar-
al orth(?doxy was the theory of “gen-
eral crisis postulated the evolutionary
:)n t:le idomewhat mechanical notion
out and cut away from imperial;
‘ _ perialism
In a geographic sense). In the era of Imperia-

evolution, accordin : _
coul ' g to this theory .
Ecz)lnin?f) ?rn%er fundam?ntally reorganize itself. A sz(s::p;teglsm
Ic Lroblems of Socialism in the U.S.S.R written by Sgtalino'm

: in

1951-
951-52, encapsulates much of this thinking. In it he wrote:

Can it be affirmed that th )
e thesis ex 1N ] '
of 1916 — namely, that, in spite of e docay o conin in the o the

. the decay of ital; "
whole capitalism i ' Cay ol capitalism, “on the
valid? p 18 growing far more rapidly than before” — is sti]l

I think that it cannot.

As he observed:

.. .[T]he sphere of e

. loitation r
major capitalist countrixp of the world's resources by the

es {(U.S.A., Britain, France) will not expand
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FIGURE 2.2
The Growth of World Trade: Value of Exports

of Western Imperialist and Oppressed Countries,
1948 and 1958

(in billions of constant U.S. dollars]

1948-1958
average annual
growth —5.5%
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Source: United Nations, Statistical Yearbook, 1977 (New York: 1978), Table 14, p. 55.

but contract; . . . their opportunities for sale in the world market will
deteriorate, and . . . their industries will be operating more and more
below capacity. That, in fact, is what is meant by the deepening ot
the general crisis of the world capitalist system in connection with
the disintegration of the world market.!3°

130 1Y, Stalin, Economic Problems of Socialism in the U.S.S.R. (Peking: Foreign
Languages Press, 1972), pp- 32, 31.
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History has surely rendered its verdict on that assessment. The

experience of the 1950s alone (before capitalism was restored in the
USSR itself and the victory of capitalism consolidated in most of the 4

other countries of the Soviet-led socialist camp) shows that Lenin's
thesis was indeed ''still valid.”” Table 2.6 demonstrates capitalist

expansion between 1950 and 1960 as measured by two useful in- |
dices. Overall growth is reflected in the index of Gross Nationa]

Product. One can also note the increase in gross domestic fixed-

asset formation. Table 2.7 compares the annual average growth
rate of total real output of five leading imperialist countries over the
period 1900-55 with that achieved during the 1947-55 period. The

latter period was markedly higher. As for trade per se, the substan-

tial {and, according to Stalin's prognostications, thoroughly unex-
pected) expansion of trade by the West and its colonial spheres of

influence in the decade following the war {at a time when trade

contact between the Western and Eastern bloc countries was - §

minimal) is illustrated in the accompanying bar graph (see Figure
2.2). Since this theory sought to explain many of the same
phenomena that have been examined in this chapter and denied
the possibility of international reorganization of capital, the subject
of the next volume, we shall conclude this volume with a critique of
the theory of general crisis.

The Comintern Legacy:
The Theory of

General Crisis




Marxism-Leninism holds that capitalism is a doomed system. But
how is this to be understood? The charge of ""chicken-little’'-ism is
frequently leveled at Marxist political economy. At any given mo-
ment. some communist, it is alleged, will be shouting "'the sky 1s
falling" and prophesying impending capitalist economic col-
lapse. . .only to put the predictions into cold storage when the
vaunted breakdown fails to materialize. Unfortunately, the carica-
ture rings of some truth, and much of the basis for itistobefoundin
the theory of general crisis, as promulgated by the Comintern. The
damage inflicted by general crisis theory has been enormous: not
only was Lenin's groundbreaking theoretical work on the political
economy of the epoch not carried forward by the international
communist movement, but in many crucial respects it was effec-
tively overturned.

The influence of this has been far-reaching. Soviet political
economy today makes use of the general crisis model, tailored to
the shifting needs of social-imperialism. Major premises of general
crisis theory have also been the fountainhead of analyses of im-
perialism produced outside the communist movement, even by
neo-Marxists explicitly disavowing the Comintern tradition.' The
persistent influence of general crisis theory, both as a unified ex-
planation of the ''limits’’ of capitalism since the Bolshevik Revolu-
tion and as a gloss on the texts of Marx and Lenin, calls tor some

' Paul Sweezy and Paul Baran's highly influential Monopoly Capital, published in
the 1960s, is a prominent case in point.

243
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critical dissection based on what has been learned about the nature
of imperialism in the first half of the twentieth century. It is
perhaps ironic that a species of doomsday logic should be subjected
to criticism in a work arguing that imperialism faces its most
serious crisis. But if we are to truly comprehend the origins of this
crisis and grasp its implications for revolutionary struggle, it is
necessary to sharply differentiate the theory of general crisis from
Marxism-Leninism, to settle accounts with a profoundly erroneous
view of the imperialist epoch.

Notions of general crisis were bandied about by Soviet theoreti-
ciansin the early 1920s, but it was in the authoritative statements of
Stalin at the Fifteenth and Sixteenth Congresses of the Communist
Party of the Soviet Union in 1927 and 1930 that the idea of a general
crisis of world capitalism received more specific formulation and
was held to be vindicated by world events.? In the works of Eugen
Varga, the leading Soviet political economist of the 1930s, it would
be more fully spelled out in terms of basic categories of Marxist
political economy; an accompanying picture of socioeconomic
atavism in the capitalist countries would be drawn as well in
Fascism and Social Revolution by R. Palme Dutt of the British Com-
munist Party. The term general crisis was used at times to describe
the post-World War 1 period, that is, an apparently new, dise-
quilibrated state of affairs brought on by the Bolshevik
Revolution’s breach of the world imperialist front and the political
and economic dislocations of the war. At other times, the term was
used interchangeably with the imperialist era; in still other usages,
it was a characterization of an allegedly new stage of imperialism.
In the period of expansion following World War 2, the methodo-
logical legacy of general crisis theory led to a dizzying flip-flopping
by Communist Party theorists between dire predictions of
wholesale capitalist collapse and visions of a new, powerfully
resilient and adaptable capitalism.

To put the matter bluntly, the theoreticians of the international
communist movement neither understood Marxist political econ-
omy very well — that is, they failed to grasp the essence of capitalist
crisis, falling instead into neo-Sismondian and neo-Luxemburgian
underconsumption and market theories — nor did they really

2].V. Stalin, ''Political Report of the Central Committee to the Fifteenth Congress
of the CPSU(B)' {2-19 December 1927), Works {Moscow: Foreign Languages
Publishing House, 1954-1955), Volume 10, pp. 277-98; and "'Political Report of the
Central Committee to the Sixteenth Congress of the CPSU(B}' (27 June 1930},
Works, Volume 12, pp. 242-69.

rst IS ! in -
unrcilley and partially resolving the contradictions of imperialist accu
ra

mulatio
construe
worl
perspe
tions O :
rions of crisl
Capitalism ha
perio - . .
short-lived. Owing to unlve‘rs..al impo
shrinking market opportunities, capi

lop the pro . . .
?eeglfno?ogy. Second, and as the preceding point suggests, this

+ . . . nd
chronic crisis was rooted In a widening gap between producing a
consuming power. Finally,

The Theory of General Crisis 245

and Leninism and the role of wars of redivision in tempo-

n. Indeed, general crisis theory downplayec.:l and én;ls
d the global dynamics of imperialist accumulation, and the
d was viewed from a country-by-country f'-.md Eurocentric
ctive. Running through the various expositions and applllca-
f this theory were three erroneous anc_l 1r}terfelated explana-
s. First, stagnation was impenahsm_ S nf)r.nfal stalte.
d entered into an irreversible systemic Crisis in which

ds of revival and boom were exceptional and bound to be
overishment of the masses and

talism lacked the incentive to
ductive forces and to advance science and

the world market was conceived in

terms of global consumer demand, and this worl'd macrlklcle.t 1ttse.1(t; rmas
constricting and nearing complete cqlla.pse. Ylewe 1 1&(;1 forlt emill
capitalism was reaching the absolutfe limits of mtern? (zian ; }fxThese
expansion. The general crisis was its slow dance ot death.

the main targets of the critique that foll:ows.
ther(lllae;i?;fism, according to the Cc)fnintern tbe_onsts, no ét?:lger.
developed through thrusts of expansion apd Crisis, the_oneih i eci1
tically related to the other. Rather, capitalism was passing ; rO}J%S
stages of development of a prolonged, ba-smally unrelieve C}:'.IS f
The Great Depression of the 1930s was .V1ew:ved as p:a:mau:i1gc;nl£a'11 1;: 0
capitalism’s future. R. Palme Dutt, writing in 1934, argued that no

substantive recovery was possible:

sm should not be confused with the

old cyclical crises of capitalism which, alth?ugh demonstrating thfi
- herent contradictions of capitalist relations, -nevertheless t:t:mf
stituted an integral part and direct factor in the ascent O

Capitalism. ¢ oo dictions al-
: cteristic feature was to solve the contra :
.. . Their chara vive means, to restore the

beit by anarchically violent and dest1:uc _ _
eq;ilib);ium, and permit of the resumption of production on a higher

lane.. . . _
' Flements of this character can also be traced in the postwar world

economic crisis; but these '‘progressive” elements are ;);ercslha:;);v:
ed by the major, negative effects of the wl}ole processof t tl3 T-:; " Ef
ment of the cyclical crisis on the basis of the gerl;fslx:a tf: isis O
capitalism, in the consequent destruction of stabilizatio

The general crisis of capitali




246 America In Decline

hastening of revolutionizing processes.
For the general crisis of capitalism admits of no such solution.?

The Comintern theorists took note of the rather obvious deforma-
tion of the industrial cycle in the imperialist era and the undeniable
fact that the crisis/recovery dialectic of classical capitalism no
longer operated in the same way. While they correctly observed
that the industrial cycles in themselves could not establish a new
framework for growth, they were unable to grasp the international-
ization of capital’s circuits and how that dialectic played itself out in
the international arena. Capitalism’s inner mechanisms, they con-
cluded, no longer sufficed to push it forward and out of crisis. The
Great Depression could thus be expected to last indefinitely, punc-
tuated by brief upward movements and revolutionary storms.
Here we might single out two notorious theorizations of this
stagnationism. In many of the oppressed countries, the received
Comintern tradition held that imperialism could not or would not
promote the development of the productive forces, that imperial-

ism was indissolubly linked to backward and stagnant modes of

precapitalist superexploitation and incapable of spurring any
significant industrialization.* But when both the possibilities and
requirements of imperialist accumulation dictated diversification
and modernization, as in the post-World War 2 period, then we find
many of the Latin American Communist Parties jumping on the im-
perialist bandwagon. These parties were now seeking alliance with
""progressive’’ bourgeois sectors, who, it was claimed, were doing
battle with feudalism and backwardness. In actuality, these ''pro-
gressive'’ sectors were tied to the imperialists and these ostensible
battles amounted to imperialist-sponsored land reforms, infra-
structure development, and other efforts on the part of the im-
perialists to restructure capital in the colonies (albeit, in some
respects, at the expense of vested landed interests).

Dutt took the stagnationist argument to its logical conclusion:
capitalism was in revolt against the machine and science, restrict-

* R. Palme Dutt, Fascism and Social Revolution: A Study of the Economics and Politics

of the Extreme Stages of Capitalism in Decay (New York: International Publishers,
1934), p. 10.

* For some of the early Comintern debate around this question, see "'Extracts
from the Theses on the Revolutionary Movement in Colonial and Semicolonial
Countries, Adopted by the Sixth Comintern Congress'’ {1 September 1928}, in Jane
Degras, ed., The Communist International 1919-1943: Documents (New York: Oxford
Univ. Press, 1960}, Volume 2, pp. 526-28.
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ing instead of increasing production, and destroying productive
forces (his central observation was that the post-World War 1
period had witnessed the first large-scale absolute setback 9f capi-
talist production). Society was actually being hurtled back-m time
to a lower stage of technical development; this retrogression and
decay would continue until, according to Dutt, the working class,
the real champion of technical progress, comes to power.” The
main indictment of imperialism was thus its supposed inability to
develop the productive forces. Moreover, it was argued tha’f fas-
cism would become the necessary and inescapable form of political
rule since the bourgeoisie could only maintain control over an ever
more impoverished proletariat through unmitigated terror (im-
perialism and democracy were held to be incompatible). And,
again, when the imperialists showed themselves capable of un-
leashing productive and technical development, it was not too great
a leap in theory (and practice) to now embrace the "'progressive”’
and ''antifascist’’ wings of the bourgeoisie.

General crisis theory correctly recognized that one inter-
imperialist war would lead to another and that imperial?sm was
heading towards extinction. But the latter was conceptualized as a
secular decline, as the evanescing of a system that had lost its
dynamism. Figure 3.1 shows the growth of total real output in five
major capitalist countries during a period ostensibly grlgped by a
general crisis. What stands out is both the precipitous decline of the
1930s depression and the boom of the post-World War 2 decades.
The theory of general crisis could not explain such phenomena.

This vision of decline represented a departure from the Leninist
analysis of simultaneous growth and decay, of an internally dy-
namic system which can only develop through breakneck leaps: of
a throbbing and convulsive capitalism which is like a stumbling
runner — lurching forward but never capable of regaining any
smooth stride. In essence, it denied that imperialism represented a
development and a continuation of the fundamental characteristics
of capitalism. Hence, instead of development through explosive in-
tensification of captalism’s contradictions — and with it the
strengthening of the material basis for proletarian revolution apd
the ultimate goal of classless society — we get a gradualistic slide in-
to the abyss, a kind of prescribed endgame. While capitalism can-
not in the long run overcome its contradictions, there is no such

> See Dutt, Fascism and Social Revolution, pp. 12, 24-25, 42-58.
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FIGURE 3.1
Indices of Total Real Output for
Five Leading Imperialist Countries, Selected Years
(1913 =100 for each country!
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thing as a permanent crisis.® To put it differently: capitalism cannot
endlessly expand, but it cannot, as capitalism, stop expanding.

The conceptual underpinning of the stagnationist perspective
was underconsumptionism. Varga's The Great Crisis and Its
political Consequences, completed in 1934, posited as its theoretical
point of departure the distinction between "'purchasing power,"
which was defined as constant capital, variable capital, and surplus
value, and ‘‘consuming power,’' which was defined as the sum
available for the purchase of commodities for individual consump-
tion. The relative diminution of the latter, particularly that com-
ponent represented by wages, was held to be the Achilles’ heel of

capitalist reproduction:

The constant relative diminution of consuming power (disregarding
the cyclic course of production) compared to the development of the
productive forces leads to a chronic accentuation of the contradic-
tion between the productive power and the consuming power of
capitalist society, since the individual capitalists, driven by the
necessity of winning in the competitive struggle, develop the pro-
ductive forces without taking the relative diminution of consuming
power into consideration. This is the economic basis for the general
crisis of capitalism, for the chronic idleness of a large part of the pro-
ductive apparatus, for chronic mass unemployment.’

The significance of monopoly was also analyzed through the
underconsumptionist lens: the growing power of the financial oli-
garchy, the resort to monopoly price, the practice of wage-cutting,
and monopoly-induced rationalization were factors exacerbating
this lagging absorptive capacity. In A. Leontiev's Political Economy,
the standard primer circulated by the Comintern, we find this
typical passage in the chapter on crisis:

Thus, inherent in capitalism, there is the deepest contradiction be-
tween the colossal growth of production possibilities and the
relatively reduced purchasing power of the working masses. . ..
This tendency towards an unlimited expansion of industry inevitably
comes into conflict with the limited powers of consumption of the
broad masses of workers. The growth of exploitation does not only

* Karl Marx, Theories of Surplus Value, Part 11 {Moscow: Progress Publishers,
1968, p. 497n.
" Eugen Varga, The Great Crisis and Its Political Consequences {New York: Interna-
tional Publishers, 1934}, p. 20.
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mean the growth of production. It also means a reduction in the pur-
chasing power of the masses, a curtailment of the possibility of sell-
ing commodities. The purchasing power of the masses of workers
and peasants remains at a low level. Hence the inevitability of over-
production crises under capitalism.®

This approach was dead wrong and not at all Marxist.

Lenin contrasted two different approaches to crisis, the one,

Sismondian, and the other, Marxist:

The first theory explains crises by the contradiction between pro-
duction and consumption by the working class; the second explains
them by the contradiction between the social character of produc-
tion and the private character of appropriation. Consequently, the
former sees the root of the phenomenon outside of production
(hence, for example, Sismondi’'s general attacks on the classical
economists for ignoring consumption and occupying themselves on-
ly with production); the latter sees it precisely in the conditions of
production. To put it more briefly, the former [Sismondian]explains

crisis by underconsumption. . . the latter [Marxist] by the anarchy
of production.®

The Comintern theorists basically operated within a Sismondian
mold. They ritualistically asserted that the contradiction between
socialized production and private appropriation was the funda-
mental contradiction of the capitalist mode of production. But this
was reduced to the contradiction between the bourgeoisie and the
proletariat and that contradiction itself was narrowly defined. The
problem, they argued — and we should recall Leontiev's descrip-
tion of the "‘deepest contradiction'' — was that the working class
could not consume its social product, since capitalism did not pro-
duce for use. Thus, lack of consuming power was the cause of
crisis. The argument required- a theoretical sleight of hand. The
contradiction between socialized production and private appro-
priation was essentially transformed into the contradiction be-
tween the level of production and the level of effective demand.
And the contradiction between production and consumption was
equated with increasing immiseration of the masses. Pride of

* A. Leontiev, Political Economy {(New York: International Publishers, n.d.}, p.
184.

*V.I. Lenin, "'A Characterization of Economic Romanticism,"' Collected Works
(LCW) (Moscow: Progress Publishers), 2, p. 167.
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place in this schema was implicitly accorded the realm of con-
sumption and the production of wage goods. In ef-ffect, the con-
suming capacity of society was considered the independent
variable of accumulation.

A brief discussion of these points is necessary. To begin with,
the restricted consumption of the masses is hardly a new phenom-
enon. As Engels pointed out:

It has existed as long as there have been exploiting and exploited
classes. . .. The underconsumption of the masses is a necessary
condition of all forms of society based on exploitation, consequently
also of the capitalist form; but it is the capitalist form of production
which first gives rise to crises. The underconsumption of the_rnasses
is therefore also a prerequisite condition of crises, and plays in them
arole which has long been recognized. But it tells us just as little why
crises exist today as why they did not exist before.'’

What, then, is the specificity of consumption under capital?sm?
" 'Consumption,’ '’ Lenin wrote, "'develops after 'aCf:umulatlon,’
or after 'production’; strange though it may seem, it cannot be
otherwise in capitalist society.”’!" It is the demand of caplFal for
labor power that sets the productive process in motion. While the
value represented by wages is created by the labor of the workers
themselves in the overall process of capitalist production, these
wages in fact form part of the expenses of the capitalists. Wages are
an element, variable capital, of the total investment bill.'* Hence,
even though the demand for consumer goods comes prepqndcf:r-
antly from the wage-earning population, this demandisa den})atz_ve
one — it has its source in the investment outlays of the C&thahSt
class, and these correspond to the needs of the self—e:fpansmn of
capital. Wages and consumption are not separable from investment
nor is consumption the goad of capitalist production. Actually-, it is
the ability ot capital to profitably accumulate surplus valu_e which 1s
the deepest determinant of the level of social purchasing power
and, a fortiori, it is the labor process as a value-creation process Fhat
defines the historically limited character of capitalist production.

" Frederick Engels, Anti-Diihring {Moscow: Progress Publishers, 1969),
Pp. 340-41.

"' A Characterization of Economic Romanticism,”” LCW, 2, p. 155.

* This is a point stressed and developed by Anwar Shaikh in his ""An Introduction
to the History of Crisis Theories,” U.S. Capitalism in Crisis (Union for Radical

Political Economy, 1978).
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Grasping this makes it possible to understand both why lower pro-
duction costs and accelerated accumulation may be accompanied
by higher wages, as was the case for an extended period after World
War 2, and why Marx could also observe (with respect to the ac-
cumulation cycle of premonopoly capitalism) that ‘crises are
always prepared by precisely a period in which wages rise general-
ly and the working class actually gets a larger share of that part of
the annual product which is intended for consumption.’ "3
The advance of capitalist production is not simply a matter of

the growth of the consumer goods industries. Given the decisive
importance of mechanization and technical innovation to the ex-
panded and profitable reproduction of capital, the producer goods
industries must undergo extensive development. Further, personal
consumption does not represent the totality of consumption in cap-
italist society. The productive consumption of the capitalists, i.e.,
demand for and use of machine tools, steel, etc., will augment
social purchasing power: both directly, in the form of the demand
for means of production, and indirectly, in the form of greater de-
mand for consumer goods coming from workers employed in pro-
ducer goods industries. To be sure, constant capital is not "'pro-
duced for its own sake.'''* Through a complex series of inter-
relationships, production of means of production is connected to
production of means of consumption. But there is no one-to-one re-
lationship between, let’s say, so many tons of aluminum and so
many commodities for personal consumption. Some of this alumi-
num is purchased by automakers and other producers in depart-
ment 2 who manufacture consumer goods. But some of it goes into
department 1, the sector producing means of production — either

to branches producing machines that would be used by the con-
sumer goods industries {and thus eventually expand consumer

goods output) or into branches producing machines and equipment

to produce machines and equipment. The point is that the produc-
tion of means of production is relatively independent of production
of articles of consumption (and some output, like military hard-
ware, is never even indirectly destined for personal consumption).
Mass consumption neither regulates the interrelation between or
the growth of the two departments of social production, nor does it
represent the absolute bound of capitalist production as a whole.

'3 Marx, Capital, 11 ([Moscow: Progress Publishers, 1971), p. 415.
'* Capital, 111, p. 305.
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There is indeed a contradiction between the unlimite-d drive to
expand the productive forces and the limits‘to consumption, and it
.s a contradiction which intensifies economic disorder. Bul:. th?re is
1o intrinsic or widening ""demand gap’ that represents capitalism's
fatal flaw.'s The accumulation of surplus value is also a process ‘of
the creation of markets. Through the extensif)n of the capitalist
mode of production and a more complex division of labor, the de-
mand for means of production and, via demand fo-r labor power,
for means of consumption, increases. Nonetheless, 1t remains true
that the conditions of production and realization are not 1dent1<_:al
nd the existence of separate and unevenly developing commodity
producers, 1n competition with each other and working for‘ an un-
known market, makes the realization of the aggregate socml-pro-
duct anything but a smooth process. But, as Mar_x empha—smgd,
" crisis arises out of the special aspects of capital which are pecullar
to it as capital, and not merely comprised in 1ts e'xistence as com-
modity and money."'® It is the overall (deteriorating) conditions of
profitability which result in declining demand for both means of
production and means of consumption, and it 1s the anarchic inter-
relations of an overaccumulating capital that impede .ar_xd un:der-
mine its profitable reproduction. The resolution of crisis resides
neither in the restriction of output nor in the stimulation of demand
as such: rather, it involves the overall restructuring of capital,
which is fundamentally a matter of its value relations. Expanded
consumption is a result of such restructuring, not its cause.

The Comintern theorists sought to buttress their undercon-
sumptionist case by arguing that 'the absolute impoveria:hment: of the
working class comes to the fore more and more strikingly in the
period of the general crisis of capitalism.’''” By this they meant that
the numbers of unemployed must increase while the wages of th.e
employed would invariably be pushed below the value of their
labor power. During the late 1920s and early 1930s, Varga set out to
demonstrate that capitalist development had finally led to an at?-
solute decline in the number of productive workers, and that t}'us
was the trend of the future; thus capitalism's absorptive capacity

s The reformist implications of many underconsumptionist positions are none too
mysterious: a redistribution of income (higher wages or.trans:fer paym.ents) would be
to the mutual advantage of both workers and capitalists since the increased con-

sumption of workers would result in a greater volume of sales for capital.

' Theories of Surplus Value, 11, pp. 512-13.
'" Varga, The Great Crisis, p. 20.
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would be permanently impaired. '* Dutt picked up the cudgel. Cor-
rectly stating that the accumulation process displaces workers and
creates an industrial reserve army which both serves the fluc-

tuating requirements of production and helps maintain the pro-
letariat in subjection, he then went on to argue:

But this industrial reserve army was a part of the machinery of
expanding capitalist production; the absolute number of productive
workers successively grew. It is only since the war that the new
phenomenon appeared of a permanent unemployed army, grudg-
ingly kept just alive at the lowest level of subsistence by the

bourgeoisie, while the absolute number of productive workers
employed has directly decreased.'*

The explanations for this phenomenon of a permanent diminution
of employment possibilities ranged from technological revolutions
in the twenties and rationalization schemes during the crisis years
to the complete absorption of noncapitalist modes of production.
The experience of the ensuing four decades certainly does not
sustain this thesis. Although a permanent reserve army of the un-
employed (into which has been crowded many oppressed national-
ities, immigrants, youth, etc.} is an important feature of the im-
perialist economies, the total volume of employment has not secu-
larly declined in any of them. Now if a case were being made for re-
duced demand stemming from the decline of productive or indus-
trial employment, it overlooked the demand stimulated by the in-
crease 1n nonindustrial employment.2° More to the point, the argu-
ment sidestepped the significance of the internationalization of
capital. The structure of production and employment in particular
imperialist countries is influenced by the division of the world. in-
cluding, very decisively, the distribution of colonies. In this spiral,
for instance, a tremendous shift of industrial employment out of
the imperialist countries to certain Third World countries has taken
place. If one were to compare the total level of industrial employ-
ment in the world in the period of the 1920s with that of any decade
since World War 2, it was certainly higher in the latter period; at

" For an account of the debate around Varga's theorem, see Richard B. Day, The

"Crisis” and the ""Crash’’: Soviet Studies of the’ West (1917-1939) (London: New Left
Books, 1981}, pp. 146-70.

" Dutt, Fascism and Social Revolution, pp. 16-17.
** See Day, “Crisis” and “Crash,” pp. 154-55,
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the same time, the level of nonindustrial employment relative to
total employment has also been higher during these recent de-
cades. The Marxian view, that the displacement of human labgr by
machines is accompanied by a declining rate of growth of variable
capital in relation to total capit.al, hol.ds. |

The real crux of this issue is the international framework and
determinants of accumulation. Based on the overall structure ot
international capital, the profitability of capit_al, the unfamployment
rate, and the living standards in the imperialist countries can go up
or down. There are several imperialist countries, notably West
Germany and Japan, that sustained €Cconomic growth for decades
— with rising living standards and negh'gl'ble unemployment. In-
deed, one pernicious legacy of general Crisis theory_hfis_ beena ten-
dency to assume that the central manife'statlon of Crisis 1s ecOnomic
collapse, mass unemployment, and widespread impoverishment
within the imperialist countries themselves. Actually, for the Com-
intern, mass unemployment in the advanced countries was seen as
the elixir of revolution. Apart from underestimating :che degree to
which the imperialists can make economic concessions {even In
crisis), such thinking denies that the greatest unernploymt?nt and
immiseration is centered in the Third World. Not grasping tbe
dialectical connection between these phenomena in the 1mper1a}1st
and colonial countries is yet another legacy of the theory — which
raises a related issue. N

There was a definite Eurocentric bent to general crisis theory.
The importance of the colonial world to the success'ful accuxpul_a-
tion of imperialist capital was downplayed anﬂ seen, in the main, in
relation to the overproduction of commod1t1e§ in the advanced
countries. The privileges of the imperialist nations were pape:red
over and the theory cut against one of Lenin's prlnc.lp.al insights into
class relations in the imperialist countries: ”tlile split 1n'the worku?g
class.’’ The parasitic position of the imperialist countries resu%ts in
the corruption of significant sections -of the woxj(mg class; the
revolutionary vanguard, Lenin emphasized, must 'go down lower
and deeper, to the real masses. . . ."'?' The Comintern tendec} to treat
the working class as a monolithic bloc, an appr.oach which nur-
tured voluntarism and opportunism. In the twenties and early thir-
ties, the Communist Parties blamed the social democrats for fhe
backwardness and reformism of various sections of the working

21 “Imperialism and the Split in Socialism," LCW, 23, p. 120.
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class. By the mid-thirties, they were conciliating these same social
democrats and sections of the bourgeoisie in order to ‘‘win the ma-
jority'’ of workers — with a program of democracy and antifascism.
Not only was their political economy dubious, but (besides the evi-
dent chauvinism) it led to an arrantly incorrect view of the prepara-
tory tasks of revolution in the advanced countries. *?

Lenin conceptualized imperialism as a world system; the Com-
Intern theoreticians conceived it as the mere aggregate of in-
dividual national economies. Conspicuously missing from their
analytic framework was an understanding of a new international
dynamic in the imperialist era — in short, that national economies
are integrated into a single world process which is linked with the
qualitatively heightened socialization of production, the inter-
nationalization of capital, and the complete partition of the world
among the imperialist powers. The Comintern theorists did not
operate with an understanding that the world market is an integral
and determining whole. In general crisis theory, imperialism was
largely approached from the perspective of the national formation
looking out into the world.

Expansion was seen as a response to the pressure for markets,
specifically in relation to shrinking domestic markets. In many im-
portant respects, the view more closely resembled that of Lenin's
contemporary, the British liberal economist Hobson, who regarded
the foreign market as a safety valve for an excess of goods that could
not be sold at home on account of high monopoly prices. The role of
capital export was consistently minimized and generally presented
as a means to climb tariff walls to facilitate the sale of goods. Rather
than proceeding from the reproduction and contradictions of an
internationalized mode of production which is rooted in national

22 Tt 1s beyond the scope of this work to fully trace out the political implications of
the general crisis line. Suffice it to say that lack of clarity on Lenin's theory of im-
perialism reinforced tendencies to cast What Is To Be Done? to the winds. The "'strug-
gle for bread’ in the imperialist countries was held to have become an intrinsically
revolutionary one: if imperialism were incapable of meeting the barest needs of sur-
vival of the laboring masses, then the demands that these needs be met would of
necessity pose a direct challenge to the entire imperialist order. Lenin's verdicts on
economic struggle were reversed, his struggle against economism abandoned. On
these and related points, see J.P., "'Some Notes on the Study of What Is To Be Done? "'
The Communist, No. 5 (May 1979}, "Slipping Into Darkness: ‘Left’ Economism, the
CPUSA, and the Trade Union Unity League,” Revolution, Volume 5, No. 2-3
(February/March 1980); Revolutionary Communist Party, "'Imperialist Economism,
or the European Disease,”” A World To Win, No. 2 {May 1982).
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markets, an attempt was made to explain the crisis of the 1930s

from the standpoint of the market problems of relatively self-
contained national formations. It was argued that a fundamental
tendency of the epoch was the increasing isolation of states frqm
one another?® — when any real analysis shows just the opposite
tendency to be principal. The Comintern theorists were extra-
olating, of course, from the protectionism of the 1930s. But‘m
point of fact, the international arena was not any lf!S% of adetermin-
ing whole; there was simply more disorder within it.
Speaking of the course of the crisis of the 1930s, Varga wrote:

The inner mechanism of capitalism was effective enough to
overcome the lowest point of the crisis, to bring about the transition
to a depression, and in some countries tocreatea limited revival; but
it does not prove to be effective enough to produce a real boom, a

prosperity phase.*

The depression of the 1930s did not in itself generate the conditions
for recovery. But to conclude from this that capite}l cannot undergo
any fundamental or thoroughgoing reorganization \e\f’hICh woul'd
furnish the basis for accumulation on a renewed and higher leve-l is
to deny the very nature of capital. The inner mechanism of capltal
accumulation, the destruction/restructuring dialectic, continues jto
operate in the imperialist era. This has been extensively analyz_ed in
terms of international conjunctures, the role of interimpenal‘lst
war, and the restructuring that follows in the aftermath of major
changes in international alignments. o
General crisis theory focused on depression (of a "'special kind''},
as opposed to interimperialist war. And war itself was sundered
from the real dynamics of imperialist accumulation and rivalry. Con-
sequently, the two imperialist world wars were ofte?n regarded as
wholly dysfunctional, in no substantial way thrusting accumula-
tion forward — hence the routine predictions of postwar collapse.
And world war was treated as an expression of the realization aqd
market difficulties of a capitalism which, having passpd its historic
apogee of development, could only utilize productive forces i;:or
destruction. To wit, Dutt on the specter of a second world war: "'In
the face of these facts increasing doubts begin to assail the capital-
ists whether there can ever be full-scale employment again. . . . As

23 See Varga, The Great Crisis, p. 26.
* Varga, The Great Crisis, p. 74.
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this new situation begins to be realized, the beckoning phantom of a

new world war as the only ‘solution’ to utilize the productive forces

and wipe off the 'superfluous’ population begins to exercise a
visibly increasing attraction on capitalist thought and policy as the

final gamble."' %

The dialectic of imperialist expansion and crisis works itself out ' §

through the overall reorganization of capital on a world scale, with-

in which the colonies play a central role. If the Comintern theorists .
did not grasp this, still, they recognized that capitalism must extend 3

and reorganize itself. The problem, as they saw it, was that this was
no longer possible:

In the present depression the following change has taken place: the
process of ''depeasantizing,’’ as Lenin calls it, i.e., drawing the
agricultural producers into the capitalist market 1s essentially com-
pleted in the most highly developed capitalist countries: the U.S.A.,
England, and Germany. In the present-agrarian crisis the process of
differentiation develops into the wholesale ruin of the small and
middle peasants.?

These assertions scarcely comport with the factual evidence. To
take a striking example, one of the most extraordinary social trans-
formationsin the history of U.S. capitalism took place during and in
the aftermath of World War 2: the large-scale proletarianization
and urbanization of millions of Black people, the bulk of whom
were previously engaged in sharecropping agriculture.?” Similar
processes occurred in the other imperialist countries, especially
Japan and Italy. On the other hand, precapitalist relations in the ad-
vanced countries were largely of the order of remnants and in the
above discussion Varga barely touched on the potential for trans-
forming production relations in the Third World, a process which
was extensive and pivotal to expanded reproduction in the post-
World War 2 period. In general, the colonial countries were viewed
mainly 1n stagnationist terms. Mired in backwater modes, their ca-
pacity for absorbing goods from the advanced countries was chron-
ically impaired.

» Dutt, Fascism and Social Revolution, pp. 22-23.
* Varga, The Great Crisis, p. 76.

*” The Comintern also argued, in keeping with its stagnationist orientation, that
Black people would remain, in their vast majority, sharecroppers in the southern
United States.
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The Comintern theorists constructed a logical argument, focus-
ing in the realm of circulation, as to why capitalism could no longer
profitably reproduce and extend itself. In the advanced countries,
the nonproletarian reserves were well-nigh exhausted, overpro-
duction and low wages put a brake on the renewal of fixed capital,
and these same low wages and permanent unemployment under-
cut the market for consumer goods. In the colonies, the pricing
rgeissors'’ (high prices charged by the imperialists for their manu-
factured goods and low prices forced on the colonies for their mar-
keted output), the one-crop and highly agrarian character of their
economies, competition to the imperialists from local consumer
manufacturers, and the existence of a large and impoverished
peasantry — all militated against imperialist expansion. This
overall analysis was at once an accounting of a specific, concrete
crisis of imperialism and a projection of imperialism's trend-line. In
other words, the crisis was so severe and the systemic and struc-
tural obstacles to the generation of new markets so complete (and to
these factors would later be added the existence of a socialist
camp), that capitalism could not extricate itself from crisis. The
future held out long-term stagnation or self-destructive war.

A theoretician from an earlier period reached similar conclu-
sions which bear directly on the discussion. This was Rosa Luxem-
burg, a founder of the Communist Party of Germany, who was
murdered in 1919 by the military authorities acting under the
auspices of the Social Democratic Party. Luxemburg failed to com-
prehend the specificity of the imperialist stage of capitalist develop-
ment, in particular the contradiction between monopoly and com-
petition. For Luxemburg, capitalism’s international thrust was
mainly a question of increasing and extending the scope of its trade
with the rest of the world. Closely related, she, like the Comintern
thinkers, posited a unilinear approach by capitalism to its final
limit. And, like the Comintern again, she posed this in the realm of
realization. In this sense, the Comintern's position was just a
warmed-over variant of Luxemburgism. The difference — and this
was her virtue in a certain way — was that Luxemburg associated
that limit precisely with the Third World, with the depeasantizing
process there.

In 1913, Luxemburg published her major theoretical work, The
Accumulation of Capital. There and in her subsequent Anti-Critique
she put forward a schema based on a chronic shortfall in demand.
How was the total commodity product to be realized when
workers' consumption was confined to the narrow limits of their
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wages and when the capitalists had to defer spending (outside their

own personal consumption and replacement expenditures to main-

tain the current level of production) in order to accumulate the

money reserves to finance future investments? Closing this de-

mand gap required, according to Luxemburg, a class of buyers out-
side of capitalist society who could absorb this output without add-

ing to it — and these consumers were to be found in pre- or non-

capitalist sectors, mainly in the colonies. Eventually, however,

these layers would be incorporated into the process of capitalist |
production and no one would be left to realize this commodity

product. Hence, the capitalists would not be able to realize surplus
value and underwrite further expansion.
Luxemburg tended to view the total capital as a single and in-

dissoluble unit.?® She incorrectly assumed that all capitals are si- "

multaneously hoarding money capital for future investments —
when in fact this process goes on unevenly, with some saving and
others borrowing idle funds and investing. She implicitly assumed
that the total social product streams into the market simultane-

ously, requiring that it be realized all at once — when in fact realiza- .

tion, like investment, is a continuous, if anarchic, process. More
important, she failed to see how investment, premised on profit-
ability or the prospect of it, could stimulate expanded consumption
within the orbit of capitalist society. The expansion of capital re-
quires the continual perfecting of the division of labor and
generates its own demand and markets. In short, Luxemburg's cen-
tral thesis is wrong, capitalism's fate does not rest on "‘outside”
buyers.

But what of the "'eating up'’ of the noncapitalist milieu by cap:-
talist production relations? Lenin put great emphasis on the spread
of commodity production and the differentiation of the peasantry
— some becoming proletarians and others becoming capitalists —
in the process of market creation. Colonial superprofits play a deci-
sive part in the process of imperialist accumulation. It is also true,
on the other hand, that there is a dynamic of heightened contra-
diction as the world is consumed by capitalist production relations.
Is there a sense, then, in which neo-Luxemburgism — at least to the
degree that it takes into account the critical role of the Third World
— can be said to be accurate? The answer is no.

28 This point is made by Michal Kalecki in connection with Luxemburg's view of
investment in his Selected Essays on the Dynamics of the Capitalist Economy (London:
Cambridge Univ. Press, 1971), pp. 151-52.
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Even if all production relations in the world were to become
capitalist — and assuming that even were there a socialist camp it
would almost certainly exist for some time in a world dominated by
the capitalist mode of production — the theory of general crisis and
stagnationism would still not be valid. While the Third World is a
crucial reserve of imperialism — as well as a crucial arena of revolu-
tionary struggle — it would be incorrect to identify the transforma-
tion of the noncapitalist regions of the world as the driving force of
capitalist expansion. The Third World, even understood scientifi-
cally in terms of the export of capital and the internationalization of
production, is not the ultimate limit to imperialist expansion. Capi-
tal must and can restructure itself, though ever more spasmodically
and violently, in an increasingly capitalized world environment;
theoretically, it can do so even in one in which precapitalist rela-
tions have been totally dissolved. Capital is driven to break through
the barriers that hem in the development of the productive forces,
even though in doing this it only strengthens the basis for its
destruction.

In Capital, Marx had provocatively posed that the problem for
analysis was to explain why the capitalist mode of production had
not already fallen apart, given all its contradictions.” This was in
the context of his exposition of the countertendencies to the ten-
dency of the rate of profit to fall. Marx's point was that capitalismis
capable of expansion, but that this is a "moving contradiction.”
There are boundaries to accumulation coterminous with the very
determination of value. The foundation of capital is the appropria-
tion of surplus value, which is produced by living labor. In the

Grundrisse, Marx wrote:

Thus the more developed capital already is, the more surplus labor it
has created, the more terribly must it develop the productive force
in order to realize itself in only smaller proportion.. . . It can move
only within these boundaries. The smaller already the fractional
part falling to necessary labor, the greater the surplus labor, the less
can any increase in productive force perceptibly diminish necessary

labor.. ..
.. . Capital itself is the moving contradiction, in that it presses to

reduce labor time to a minimum, while it posits labor time, on the
other side, as sole measure and source of wealth.*

2 See Capital, 111, p. 232.
w Marx, Grundrisse, translated with a foreword by Martin Nicolaus ({Middlesex,

England: Penguin, 1973), pp. 340, 706.
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The end of capitalism, however, is not a predetermined point in
time and space when an absolute limit to the production (or realiza-
tion} of surplus value will be reached. ''Production,’” Marx wrote,
'moves in contradictions which are constantly overcome but just
as constantly posited,’'?! and his image of capital’s ever more "‘ter-
rible'’ exertions to maintain and extend itself is graphically to the
point in this epoch and takes on special meaning. This mode of pro-
duction is driven to displace its contradictions to wider spheres and
to intensively restructure itself. More rapid growth, more per-
vasive parasitism; accumulation thrust forward, only to turn into
1ts explosive opposite — this is a system which in straining against
its limits produces upheavals and transtormations. The dialectics of
these spirals are the dialectics of the extinction of imperialism.

The theory of general crisis sought to locate certain limits which
would, to borrow a phrase from Lenin, signify the impossibility of
capitalism. Between here and there growth would decelerate. But
the destruction of imperialism is not a process of secular economic
decline, much less the product of intensifying economic struggle.
For imperialism and all exploiting classes must be consciously
overthrown. And as Mao brilliantly analyzed and showed through
the Cultural Revolution, they must be ever more consciously over-
thrown again and again until the soil from which grow commodity
production and antagonistic social divisions is cleared away
through revolutionary transformation in all spheres of society. This
is the process of worldwide and continuing proletarian revolution:
the final limit to capitalism.

For all its apocalyptic trappings and soundings, the theory of
general crisis posited a kind of moving equilibrium of crisis. There
was no dynamism left in capitalism, only a crisis that would pro-
gressively worsen. This fed an evolutionist {(and economist) polit-
ical strategy; the forces for revolution would gradually accumulate
against the backdrop of a static environment, the general crisis. The
system would break down and the working class would more or
less ''step into the breach.’’ Thus the question of leaps in the objec-
tive situation, including unexpected political jolts, was negated.
Thus the importance of all-around revolutionary work and the role
of revolutionary political consciousness were denigrated. And thus
the disorientation when the economic collapse did not materialize.
Let us return to Soviet political economy in the immediate post-

World War 2 period.

3 Grundrisse, p. 410.
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FIGURE 3.2
Trends in World Trade, 1928-1958

(volume of world trade exports in billions of U.S. dollars)*
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Source: U.S. State Department, The Trade Debate (Washington: GPO, January, 1979, p. 6

Each time the cycle in the imperialist countries,. E:'specially the
United States, turned downward, official Soviet political economy
was quick to pronounce this the beginning of the end, the onset Pf a
real and "final'’ crisis of overproduction. And, of course, each time
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the cycle resumed an upward climb, the same economists spouting
this conventional wisdom would make a self-criticism, explaining
why, after all, the previous recession had not been the ''real’’ crisis,
but how the next one surely would be. Which brings us back to
Stalin's views, cited at the end of Chapter 2, on the postwar period.
Capitalism, he argued, would grow less rapidly than before since a
large portion of the world now formed part of the socialist world
market; hence, the opportunities for sale must deteriorate and in-
dustry stagnate. The picture that emerged from his postwar pro-
nouncements was that of a world imperialist system closing in on
itself.

In keeping with the Comintern problematic, Stalin regarded
capital expansion only in extensive terms, i.e., new markets and
territories. He overlooked the ability of the capitalists to more
thoroughly, that is, more intensively, exploit existing markets
through the further development of capitalism in the colonies, for
instance, and the further restructuring of capital in the advanced
countries. The fact of the matter was that the imperialist bloc
headed by the U.S. could expand trade well beyond previous
levels, even though this was within a geographically smaller part of
the world than it had controlled before the war. Capitalism’s ability
to do this hinges on the wholesale reorganization of the imperialist
world within which these territories and markets reside, precisely
what war serves to accomplish. As for the overall growth of world
trade, a possibility Stalin effectively denied, see Figure 3.2.

Stalin was in part waging a rearguard struggle against those
political economists (among whom now numbered none other than
Varga)] who were arguing that the capitalist countries could
manipulate and stimulate demand through the right mix of state ex-
penditure and planning, and thus ameliorate crisis indefinitely.
This was a new wrinkle, but, in a very significant sense, a logical
continuation of the general crisis formulation. Confronted by the
reality of post-World War 2 capitalist growth, economists like Varga
could only explain the situation by turning to an "external’’ agent,
like state planning. This was facilitated as well by their developing
view of socialism as the combination of technical progress and a
state plan. Hence, the roots of "'peaceful competition,’’ '‘peaceful
transition,’’ and other revisionist theories of the 1950s and 1960s. **

32 0On Varga's theoretical ambivalence towards the New Deal and his postwar
prognostications, see Day, “Crisis”’ and “Crash,”’ Chap. 8. Varga's fusion of general
crisis theory with the tenets of Khrushchevite revisionism can be found in his last

major work, Twentieth-Century Capitalism {1964. Reprint. New York: Arno Press,
1972}.
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Just as in the case of the struggle he waged in t}le }ate 1920s
against the rightists, who had suggested that capitalism copl‘d
«tabilize itself — a struggle out of which came the gene_ral crisis
theory — Stalin was again countering revisionist formulatl-ons with
‘ncorrect methodology and theory, with indeed the same 1ncor1:ect
methodology and theory that he had held twenty-five years egrher.
Only in the late 1920s the imperialist system was entering into a
deep crisis which, on the surface, seemed to confu:m.the theory, or
at least lent it credence. Now, however, the imperialist system was
at the starting point of a whole new wave of expansion. |

General crisis theory could neither explain the underpinnings
and parameters of that expansion nor refute the claims of those po-
litical economists intoxicated by the seeming ''success’’ of capital-
ism. Its methodological weaknesses stood out the more as the flqod-
gates opened to all variety of revisionist junk: notions of a capl'tal-
ism more responsive to social need; obsessions with "'technological
revolutions'’: fascination with state intervention; and arguments
that imperialist states could peacetully coexist with each other and
with socialism. Either imperialism faced impending collapse and
war or it had become something more benign and rational: such a
debate could not comprehend the dialectics of the new s-ituation,
because its protagonists could not comprehend the .dialecpcs f)f the
epoch. With the triumph of revisionism in the Soviet Union m.the
mid-1950s, a theory marred by economism and Eur(.)centrlﬁsql
underwent a qualitative transformation. With a self-serving fluidi-
ty of formulation, a now wholly social-chauvinist version of gen-
eral crisis has been pressed into the service of a new imperialist

class. |
U.S. military and political dominance fostered the reorganiza-

tion of the structure of imperialist power (principally on the basis of
counterrevolutionary imperialist unity). This created a new frame-
work for the conflict among capitals and made possible, based on
the settlement of the war — and, in particular, the more thorough
penetration of U.S. capital into the colonies this facilitated —a rela-
tively long period of expansion. This process of restructuring was
accomplished chiefly through the political reorganization of the
world and the concomitant possibilities this opened up for tbe ex-
port of capital. Widespread areas of the world were drawn 1nto a
new imperialist network of relations headed by the U.S. The global
structure of capital was recast. How the world economy was reor-
ganized and the U.S.-led bloc forged and how the existence of a so-

cialist camp which would later emerge asa rival imperialist blocin-
fluenced that process is the subject of the next volume of this work.
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