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WHY IS PRODUCTIVITY FLAT LINING? 

 

The first two weeks of January represented the worst start to the year for global stock markets 

in decades. By the end of January that start had been reduced to the worst start since 2009 

courtesy of the intervention by the Japanese Central Bank and the misreading of Russian 

intentions regarding the oil market. The following sentence sums up the outlook for the world 

economy. In his October statement last year, Tim Cook, head of the most valuable global 

corporation – Apple – was unconcerned about world economic conditions including China. How 

different was his panicky assessment of the world economy three months later: “We’re seeing 

extreme conditions unlike anything we have experienced before just about everywhere we 

look.”  

We are witnessing an intensifying breakdown of reproduction on an international scale. Consecutive 

cycles of production are connected by investment. As investment flows from preceding cycles of 

production into succeeding cycles, so the potential for expanded reproduction increases. Conversely, 

the less investment that flows from the previous cycle of production the more restricted is the 

potential to expand subsequent cycles of production. In extreme cases, a net reduction in investment 

will mean the actual contraction of production. 

Investment (other than the employment of workers) can be broken down into gross investment in 

fixed assets or net investment in these assets, or as Marx more elegantly described them, means of 

production. Gross investment includes the replacement of depreciated assets plus new and additional 

investment. Net Investment includes only new and additional investment. All fixed assets whether 

they be equipment or structures wear out with use. Depreciation is the sinking fund set aside every 

year to replace this equipment as it wears out. Theoretically if all depreciation is reinvested each year, 

worn out means of production will be replaced with new means of production thereby preserving the 

existing stock of assets. The production potential remains unaltered. However this theory fails to take 

into account the fact that equipment and machines become cheaper over time and thus depreciation 

may cover replacement, not only of the worn out machines, but additional machines as well. 

Nonetheless, the biggest impetus to additional means of production comes from the growth in net 

investment. Net investment means that part of the previous cycle of production is set aside to fund 

future production. 
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In the graph above we have plotted the trend for net investment, not only over GDP, but also over the 

output of Domestic Industry (DDP). We note immediately that the trend of both graphs is downwards. 

The peak in 2000 was below the peak in 1979, while the peak in 2007 was below the peak of 2000.  

Over 40 years, by both measures, the amount of net investment has fallen 50% in relative terms and 

the fall is accelerating. 

The reason for including the upper graph is to obtain a more accurate understanding of investment. 

The GDP figure is inflated by double counting and the government sector. Domestic Industry which is 

32% smaller than total GDP contains less double counting and is a better marker for actual commodity 

production. It is also the site for most of the net investment in non-residential fixed investment. With 

the latest durable goods orders now in for December, it is clear that investment peaked in 2015 and 

that this peak was below the previous peak in 2007. 

On a world scale the trend of net investment is downwards as well. 39% of total international 

investment in 2014 went into commodity production (oil, gas, metals etc.) and the industries that 

support them. As this has halved and as Chinese investment rates have fallen by a third, it is likely that 

across the world, net investment is at a thirty year low. 

THE TWO MEASURES OF PRODUCTIVITY. 

Productivity can rise absolutely and relatively. An absolute rise results from workers being forced to 

work harder (more intensely) for longer. However this form of productivity is limited by the endurance 

of the worker, by his or her strength, biological needs and the length of the working day. On the other 

hand the relative increase in productivity which is the more important element, depends on the 

amplification of labour power by machinery and equipment. For example when digging by hand, while 

using spades, a strong and fit man can shift at best approximately two cubic metres of soil an hour. A 

thirty five ton mechanical excavator can shift two hundred tons further in the same time. In other 

words, it takes at least 100 fit men to shift the same amount of soil as 1 unfit driver can when using 

an excavator. Furthermore, the combined wages of 100 men, though more poorly paid, would dwarf 

the single wage of the driver of an excavator. 

This amplification of labour power not only allows more to be produced in less time, it is also the great 

equalizer between the sexes. Power tools, power steering and the fork lift truck allows women to be 

just as productive as men, because the relative difference in their muscle power is rendered irrelevant 

by the power given to each by mechanisation. However, for there to be a continuous and unbroken 

chain of amplification, new and additional equipment must be supplied and for that to happen net 

investment has to accelerate not decelerate. The key determinant in improvements in productivity is 

the rapidity with which labour is supplied with additional machines and equipment and by the pace 

of technological development. 

INDUSTRIES WITH DIFFERENT TECHNICAL REQUIREMENTS. 

It can be argued that the fall in net investment reflects the change in the international division of 

labour and the change in the division of labour within the USA itself. The so called de-industrialisation 

of the USA coincided with the growth in production outside the USA, particularly in Asia. More 

components, were sourced and assembled in Asia, Mexico and Latin America, in order to be imported 

into the USA. In short, the capital intensive functions were relocated outside the USA while the more 

labour intensive functions were retained within the USA. These functions were front office, sales, 

administration, management, research and development including design of production processes. 
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All these functions have a lower means of production to labour content so require relatively less 

investment in means of production though not in education. 

Within the USA, the service sector increasingly outgrew the production sector from the 1980s 

onwards. However this is overstated. This sector is overinflated by double counting of output, making 

it appear larger relative to the goods producing sector. A significant element accounting for the growth 

in services was due to the outsourcing of front office functions by producers. It really was an 

expression of the rapid socialisation of production. Payrolls, accounting, legal work, 

marketing/merchandising and certain technical functions could be done more cheaply by large 

specialised firms carrying out these functions for multiple corporations. 

The stupid division of the economy between the goods producing sector and the service sector is now 

becoming increasingly stupid. Much of the service sector belongs to the goods producing sector as it 

forms part of this outsourcing process. That is why a recession in the goods producing sector always 

drags down the service sector with it. 

It is methodologically incorrect to examine productivity limited only to the goods producing sector or 

to production within one country. Outsourcing can improve productivity in two ways, outsourcing 

production or outsourcing clerical jobs. Productivity in the goods producing sector, which includes 

manufacturing, is based on the value “added” within each industry divided by the hours of labour 

taken to produce it. Productivity is the ratio of value to labour hours. It follows that it can increase if 

the amount of value increases (without a change in labour hours) or it can increase if there is a 

reduction in labour hours (without a change in value).  

Outsourcing does not reduce the value produced (as measured by the national accounts), but it does 

reduce the number of workers producing that value. If production is outsourced, especially to 

countries with low wages, then it can have a significant effect on productivity. The Bureau of Labour 

Statistics “estimated that the growth in imported intermediate inputs contributed 23 percent (0.92 

percentage points) of the 3.96 percent average annual growth in labor productivity in the 

manufacturing sector from 1997-2006.” (Further discussion can be found in the June 2010 Monthly 

Labor Review article "Effects of Imported Intermediate Inputs on Productivity") In other words by 

means of outsourcing, that is by the reduction in US workers and their replacement by cheaper inputs, 

productivity in that ten year period was boosted by at least 23%. 

Similarly with the outsourcing of office jobs. If the number of office workers are reduced, then total 

productivity increases as well. National Accounts do not make a distinction between productive and 

unproductive workers which are indispensable Marxian categories. Productive workers produce value 

while unproductive workers consume value. This has been explained a number of times on this site 

but it is worth repeating. The sales revenue of any productive firm comprises the sales of the 

commodities produced on the factory floor. Deducting cost of sales from sales revenue yields gross 

profit. Cost of sales are the inputs going into producing those commodities like materials, components, 

energy together with the wages of production workers. 

The activities of the office workers do not increase the value of sales. Rather their efforts and functions 

are needed to secure and account for these sales and are seen as expenses, as a loss. These expenses 

are included in the Profit and Loss Account to which the gross profit has been transferred. However 

for the purposes of the national accounts, both sets of workers, factory and office are taken as the 

denominator over which value is calculated in order to arrive at productivity. Therefore, if the number 

of office workers is reduced, it appears that factory workers are becoming more productive because 

there are fewer workers over which to divide the value they produce. 
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Latterly the wave of outsourcing has ebbed. Much of the functions that can be transferred to the 

service sector have been. As a result there has been a convergence in productivity rates between the 

goods producing sector and the service sector. This has been brought about by the more rapid 

deceleration in productivity growth within the goods producing sector rather than an acceleration in 

productivity growth within the service sector. (This is confirmed by the ebbing of average productivity 

growth over the whole economy.) Part of this deceleration in the goods producing sector is accounted 

for by the slow down in the number of workers transferred from it by means of outsourcing. From 

now on it is the numerator (sales revenue) that has to expand, not the denominator, the total number 

of hours worked, if productivity is to improve. But as we have seen, there is a crisis of revenue growth 

in the USA, or what is the same thing sales from which value is deduced. 

Of course there are confounding factors. Because of the higher technical composition of capital in 

goods producing industries there is a transfer of value to it from the service sector which tends to 

boost productivity there while depressing it in the service sector. Secondly, the goods producing sector 

is integrated into the world economy whereas the service sector is more insulated. Hence the goods 

producing sector benefits from the transfer of value due to cheap imports (unequal exchange) from 

the less developed economies. In turn when the discounts embodied in these imports are reversed 

within the USA it adds to the value realised in the US goods producing sector. As we saw above, roughly 

one quarter of this net increase is due to these under-priced inputs. This additional value gifted to the 

goods producing sector in the US raises the total value of sales used to calculate productivity.  

Nonetheless, taking all of this into consideration, the primary reason why the goods producing 

industries are more productive on average compared to the service sector is the higher rates of 

investment found there. In short, each productive worker in the goods producing sector works with 

much more means of production than is to be found in both the productive and unproductive spheres 

within the service sector. 

There are a number of different measures of productivity to be found in the national accounts. This 

author believes that Total Factor Productivity (TFP) is the best measure of productivity. If there is 

outsourcing, this will reduce the labour over which value is measured, thereby artificially inflating 

labour productivity. However, if that loss of labour, say the payroll department, results in the buying 

in of what was originally produced in-house, it increases inputs. Hence if we were to measure 

productivity purely on the reduction of outsourced labour it would yield a higher rate of productivity, 

whereas if we include the rise in inputs, the productivity growth is offset. This is captured by total 

factor productivity and not by the simple labour productivity measure. It measures the increase in 

value over the increase or decrease not only of labour but all other inputs. 

It is a more connected measure, and one closer to the elements that inform any investment decision. 

If the expected potential income exceeds the outgoings this will yield a profit making the investment 

viable. Another way of saying the same thing is; that if the investment raises the productivity of labour 

by the degree needed to compensate for any increase in inputs, then unit costs will fall. If in addition, 

its fall is sufficient to cover interest charges as well, then the investment will yield a net profit. 

However, if total factor productivity falls to zero, meaning that the expected income only covers the 

total cost of producing it, no investment will take place, except under conditions of an expanding 

market where wages can be driven down. Of course if total factor productivity is negative, is falling, 

this will result in an absolute fall in the rate of profit, which will lead to an absolute fall in investment 

and with it a recession. This is what is happening now where total factor productivity is either flat 

lining or falling around the world. 
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PRODUCTIVE AND UNPRODUCTIVE WORKERS. 

In the economy there are two kinds of unproductive workers, those paid out of capital and those paid 

out of revenue. The former fulfil the function of realising profits or circulating them. The latter fulfil 

the function of personal services to the capitalist class. The former are to be found in outsourcing 

firms, distributive industries and parts of finance. The latter are found in the form of personal servants, 

carers, (the household sector) advisers, the non-profit sector and that part of finance and professional 

services which looks after the wealth of the capitalist class, secures it, reinvests it or speculates with 

it. For statistical purposes, both kinds of unproductive workers are located in the service sector, and 

again the statistical bureaus do not distinguish between these two types of unproductive workers in 

the national account. 

The service sector is thus composed of distribution, outsourcing, personal services and finance 

together with productive industries such as information, arts/entertainment or accommodation/food 

services. Hence productive workers, those actually producing profits are to be found in both the goods 

producing sector and the service sector, though their density is much higher in the goods producing 

sector. The reason that Marx separated out these workers from each other was not to portray one as 

being necessary and the other unnecessary. He recognised that many categories (and here we ignore 

personal services) of unproductive workers were necessary for the functioning of capitalism.  

The goal of separating out these workers was rather to investigate how profits were produced and 

how profits were consumed. The motive for capitalist production is profit and the rate of profit is its 

pulse. The ratio of productive to unproductive workers helps determine this rate. Nowhere is this 

better dealt with than in Shaikh and Tonak’s: Measuring the Wealth of Nations first published in 1994. 

This monumental piece of research shows the effect of the ratio of productive to unproductive 

workers on key ratios measuring the health of the capitalist economy. In particular they show that an 

increase in the relative weight of unproductive workers has an adverse effect on the rate of 

productivity growth and on the rate of profit. They were able to capture the early restructuring of the 

US economy in the 1980s at the onset of globalisation and the rise of inequality. In the graph below 

are plotted the ten year trend for 5 key industries within the US. They plot the rise and the fall in 

employment of production and non-supervisory workers in specific industries. We have chosen 2005 

and 2014 as they sit equidistant from the recessions of 2000/1 and 2008/9. 
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We note that the only significant growth in workers have been in Health/Education and Private Service 

Providing. On the other hand there has been a fall in the information sector and an even sharper fall 

in goods producing industries. Finance has barely moved. In other words there has been growth in 

those industries where unproductive workers predominate and a fall in employment in those 

industries where productive workers predominate. 

It is this redistribution of employment that comprises our second component for the fall in 

productivity growth. Unproductive workers, we are reminded, do not produce any additional value. 

Hence the mass of value which comprises one of the elements of productivity is not increased by their 

employment and this drags down the rate of productivity which depends on the increase in value or 

the reduction in employment. Furthermore as the productive industries which are found in the service 

sector have low weights of investment in means of production, the scope of raising productivity here 

is restricted. Together, the preponderance of unproductive workers in the service sector and the low 

weight of investment for productive workers in the same sector, holds back the rate of productivity 

growth. This accounts for much of the difference in productivity trends between the goods producing 

sector and the service sector. (Note 1.) 

LUXURY GOODS. 

There are two more components for the flat lining of productivity globally. The third has been the 

crisis in the realisation of value (what is known as deflation). It is all very well workers producing value, 

but the goods that contain this value have to be sold, or at least sold at prices that realise this value. 

As reproduction has broken down, a greater portion of society’s surplus has lain unspent or what is 

the same thing unconsumed. To clear this backlog, price competition has intensified resulting in 

deflation. We are now experiencing deflation around the world for the first time since the Second 

World War. Deflation, which was confined to materials, oil and food, is now percolating into more and 

more industries with the exception of the pharmaceutical industry. This deflation means that a portion 

of the value produced by workers is not paid for at the point of sale. There is a growing gap between 

the value produced and the value realised through sale. Although the various statistical bureaus use 

the Marxist term “value added” in their national accounts, what they really mean is “value realised” 

because they derive value from the price data of all the adjusted sales that occur within the space of 

a calendar year. 

It is not our intention here to dwell on deflation, as this has been adequately dealt with in preceding 

postings. Suffice to say that as deflation deepens so it erodes the profits of the capitalist class. This 

destruction of value is the quicksand into which the world economy is currently settling despite the 

valiant effort of the world’s central banks to float the world economy with added liquidity. 

It is to the fourth and final drag on productivity that we now turn. It is also the most neglected 

component. It is the rise in luxury production resulting from the rise in inequality. It is widely 

recognised that the rise in inequality had depressed demand because the capitalist class is so enriched 

it cannot spend all of its obscene wealth nor will it allow any of it to be taxed. In fact the capitalist 

class is a black hole into which the surplus of society is being sucked never to emerge again as 

investment. These black holes can be detected only by the bright, rapidly spinning disc of speculation 

that surrounds them. 

However, this inequality has another consequence. Only investment that goes into producing new and 

additional equipment to amplify workers efforts can raise productivity. Only the cheapening of the 

articles of consumption aimed at workers can translate this additional productivity into additional 
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profits. The same cannot be said for the articles of consumption aimed at the capitalist class. This 

represents waste. A more powerful yacht may whisk a capitalist and his entourage between ports 

faster, but this cannot be compared to a more powerful container vessel that can deliver more cargo 

with fewer sailors in a shorter time. In the first case the yacht owner may derive more pleasure from 

his new toy, but only in the latter case is society enriched. 

It is for this reason that Marx divided production into three great departments. Department 1 

produced means of production. Department 2A produced articles of consumption intended for the 

employment of workers. Department 2B produced articles of consumption intended for the capitalist 

class. It follows that only the output of Department 1 and Department 2A circulates, while Department 

2B is withdrawn by the capitalist class for its own use. Department 2B represents a drain on the 

resources of society. The larger it grows relative to the other departments the bigger the drain. 

It is not altogether easy to distinguish production intended for means of production from production 

intended for articles of consumption as many companies do both, despite the North American 

Industry Classification system or NAICS for short categorising industries by use. The bigger problem 

arises when we seek to distinguish that part of industry producing articles of consumption for the 

working class from that producing for the capitalist class. While price does form a barrier between the 

two forms of consumption often there is an overlap, for example iPhones. Again some capitalists are 

stingy and buy cheaper products, while some workers like to splash out on a more expensive item. 

Finally many products that started off as luxury goods in terms of price, are soon transformed into 

cheaper mass market products like flat screen televisions. Hence it is often difficult to distinguish 

between the two departments purely on the metrics of price and use. 

However there is a way of separating out the consumption of the capitalist class from that of the 

working class. It is to look at the income side. For example the top 20% of income earners in the USA 

are responsible for 75% of retail sales, while the bottom 80% are responsible for only 25%. (The 

President’s Advisory Panel analysis of a Hybrid Sales Tax Bill)  Incidentally these figures inadvertently 

reveal the logic behind quantitative easing. As it is this top group that benefits from quantitative 

easing, and as it is they who hog the lion’s share of spending, their enrichment disproportionately 

boosts spending. But we digress. 

 
         = 1973   
         = 2014 
(Source: Table H-1. Income Limits for Each Fifth and Top 5 Percent of All Households: 1967 to 2014. BLS 
 Table H-3 for median) 
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In the graph above, we have plotted the increase in income adjusted for inflation (constant 2014 

dollars) for the period 1973 to 2014, or 41 years. The blue bars are set at 100, the base year, while the 

dark orange bars represent 2014. With the exception of the top 5% of income earners, where median 

income is taken, the other quintiles represent upper levels of income.  

1973 is chosen deliberately. It was the eve of the first international post war recession and the 

moment when US workers stopped receiving real pay rises. There are 7 bars to our graph. The first 

five graphs represent 20% segments of the population, beginning with the bottom 20% and ascending 

in four steps to the highest 20%. The sixth graph represents the top 5% of income earners, the actual 

capitalists and their entourage. The seventh and final bar represents the cumulative increase in 

productivity over the whole economy. We note in passing that productivity rose by a pathetic 75%. 

While some analysists put it as high as 100% the most reliable figures are those provided by the Bureau 

of Labour Statistics whose various metrics all put it at around an insipid 75%.  

We note immediately that the top 5% have increased their income by 250% while at the other end of 

the scale, the bottom 40% of income earners, have seen their pay increase by only 2%! Averaged over 

41 years, this 2% increase represents a derisory annual pay rise of only $34. On the other hand the 

top 5% have had an annual pay rise of $4355. If these workers had saved their pay rises over 41 years 

it would be sufficient to furnish one room in a house, whereas the top 5% would have enough money 

to buy a luxurious house and furnish every room as well as the pool room! A life time’s work is 

reckoned to be 45 years. Imagine, the bottom 40% of workers have had a lifetime pay rise of just 2% 

and if we include the next twenty percent, just 4%. The rest has been stolen by the top 5%. No wonder 

the majority of workers in the USA are now drawn to socialism, especially the younger workers who 

have seen their parents toil for nothing over a life time. 

The real point to be made here is that the working class, and here we think of the bottom 80% of 

society, has only enjoyed 24% of the increase in productivity over these 41 years compared to 76% for 

the top 20%. We may therefore conclude that three quarters of the increase in production since 1973 

has gone to the top 20% of society which correlates with the research done on the yield from a Hybrid 

Sales Tax which showed the same proportions with regard to retail sales.  

Looking more closely at the figures, the top 20% is a mixed bag. This group is the only quintile to have 

really benefited from the increase in production, in the process expanding their share of total income 

from 43.5% in 1973 to 51.2% in 2014 (it is of course higher given tax dodging and perks). However if 

we are to isolate the capitalist class together with their entourage and enforces, we need to focus on 

no more than the top 10%. This top 10% consists of the capitalist class, senior managers (the biggest 

group), wealthier self-employed, together with the highest grades within government and the armed 

forces. They are the ones consuming around half the increase in production since 1973. 

It follows that around half of the investment since 1973 has been wasted on this class. 50% of 

investment has been applied to Department 2B, the production of luxury goods or what is the same 

thing, articles of consumption destined for the capitalist class. Department 2B has no effect on 

productivity. The majority who benefit from this investment, the capitalist class, are not workers 

though some pretend to be, while others get their chums in the media to say they are.  

However this investment does form part of the determination of the rate of profit. The rate of profit 

is the ratio of undivided and untaxed profits over the mass of capital that produced it. Investment in 

Department 2B certainly increases the mass of capital. However this capital cannot increase the mass 

of profits as it does not increase productivity, it is therefore one of the factors that causes this rate of 

profit to fall.  
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It is important to separate out investment on unproductive workers in the service sector from 

investment in Department 2B, and by association, that element of Department 1 that provides the 

machinery and equipment for Department 2B. Here we are discussing investment that employs 

productive workers, workers who do produce profits. Hence the simple separation of productive 

workers and unproductive workers needs a further separation, between productive workers 

employed in producing luxury articles of production from the rest of the productive workers. 

Accordingly while Shaikh and Tonak’s book is excellent for its initial separation of productive and 

unproductive workers, it falls short on the much needed further separation between productive 

workers engaged in producing luxury goods and the rest of the productive working class. Both 

separations are needed if the total drag on productivity is to be fully evaluated. 

We have now concluded our examination as to why productivity is flat lining. We have isolated the 

four components which holds back improvements in productivity. We are unable to give weights to 

each of the four components which are low rates of investment, investment in unproductive 

industries, deflation and finally wasted investment in productive industries (Department 2B). Together 

they are hobbling production. In such an environment, profitability depends on low wages and long 

hours of work. This may keep the capitalists head above water but it is drowning the working class. 

WHAT OF THE FUTURE? 

At Davos, the capitalist hothouse in the Swiss snow, two themes dominated. The first and under-

reported theme was the fear of social unrest should governments be called upon to rescue capitalist 

corporations yet again. The second and fully reported theme was the fourth industrial revolution - 

Artificial Intelligence (A.I.). It appears that this prospect made the capitalists salivate more than the 

caviar and champagne they were plied with. 

Technology in a society, used to profit the few, is always a threat to the many. Studies undertaken by 

the EU and the University of California suggest a shake out of labour amounting to between 20% and 

40% of the workforce as a result of A.I. These estimates were prepared before the January crash shone 

a light on the encroaching world recession. At the very least A.I. potentiates mass unemployment on 

a scale not seen since the advent of computerisation fifty years ago. Naysayers contend that we have 

heard this all before. The same was said of the internet twenty years ago. There is however a 

difference this time round. The internet transferred jobs to low paid countries, A.I. simply destroys 

jobs, and whereas the internet affected lower skilled jobs, A.I. affects higher skilled jobs. 

It is the doctors, the lawyers, the accountants, the advisers, the bankers who will be affected most. 

Decision making computers, diagnostic computers can do their jobs with greater accuracy and speed. 

For example, it has been known for many years that programmes written by top doctors, which are 

updated continuously and which never forget any information, provide much more accurate 

differential diagnoses than do doctors when symptoms and test results are presented. 

It is likely therefore that A.I. will make its first appearance in offices rather than factories, in the service 

sector rather than the goods producing sector. Capitalists instinctively recognise that clerical workers, 

administrative workers, accounting workers, legal aids etc. represent a deduction from profits which 

is why they locate these expenses in their profit and loss accounts. It is on the loss side of these 

accounts that all these costs appear. Therefore, there has always been a compulsion to reduce these 

costs (of which outsourcing is one such initiative) in order to maximise profits. 

A.I. could very well accelerate productivity growth in the service sector for the first time, even above 

that of the goods producing sector. But it will come at a huge cost to jobs and opportunities. The A.I. 

“revolutionising” of production, services and distribution will propel many skilled workers into 
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unskilled jobs or unemployment. It will add to the army of low pay or the reserve army of the 

unemployed that has been building up for decades. Already, the participation rate in the economy is 

at a forty year low. (It was only lower in the post war period due to the lower employment of women.) 

 
(Source: Trading Economics website.) 

It is likely to exacerbate inequality and thereby further crush effective demand in the economy. The 

capitalist class will get away with introducing A.I. on a large scale only if it makes the economy 

dynamic. If on the other hand, because of mass unemployment, effective demand falls further and 

economic contraction follows, this will prove an insurmountable challenge. It could be the moment 

that vindicates Marx’s often quoted statement taken from his Contribution to the Critique of Political 

Economy: “At a certain stage of development, the material productive forces of society come into 

conflict with the existing relations of production or — this merely expresses the same thing in legal 

terms — with the property relations within the framework of which they have operated hitherto”. It 

could be the moment when capitalist society is upended by the very forces of production it has 

unleashed.  

Marx and Engels concentrated their analysis on England, which at the time was the most advanced 

capitalist country. As they stated, they did this in part to show an image of where other capitalist 

countries would end up. In a similar way and with identical intent we have looked at the US economy 

as the most advanced economy in the world, and the one most likely to undergo change. It is the 

country where the division between core and periphery workers is deepest; where the stagnation in 

living standards has gone on for longer; where infrastructure has been most cannibalised (with the 

unfortunate people in the town of Flint forced to drink lead fortified water); where inequality is most 

pronounced; where privatisation reaches deepest into and exploits the personal lives of its citizens; 

where the political system has been made most dysfunctional. The US is the future all workers can 

expect from a capitalism that has exhausted its potential. 

For the majority of the population, the USA is a nightmare, not the dream put out by Hollywood. It is 

a society plagued by poverty and exorbitant rents, enslaved by debt, punished by obesity, hooked by 

the pharmaceutical industry, mired in fraud and swindling. All this has occurred while the world 

economy was expanding for thirty years. Imagine, what conditions for the working class will be like, 

now that capitalism is entering a long period of contraction.  

The future facing workers is one of growing immiseration. The working class has a choice, to grow 

poorer and more desperate on a planet suffering increasing damage, oppressed by a redundant class 
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that refuses to invest, that resists taxation but demands repayment whenever their speculative bets 

go wrong, or a future where production rewards the majority and the planet is healed. In the economic 

storms that lie ahead, that choice will become starker. Capitalism survives only due to the passivity of 

the international working class. We need to swop this crutch for a spade and bury this system before 

it buries us. 

 

(Note 1.) Prior to 2008 the financial merry go round spun faster and faster. The fictitious “value” 

generated by this maelstrom, as far as the statistical bureaus were concerned, meant financial workers 

were “adding” more and more value. They appeared to be getting more productive. Indeed the 

“value” produced by each worker in the financial sphere far exceeded that produced in other parts of 

the economy. Since the merry go round came off its bearings in 2008 and speculation has subsided, 

so it appears that these workers have become less productive. It is one of the reasons why productivity 

is now lower on average since 2008. It is also a cautionary note on how productivity is calculated, as 

much of this “value” added is duplicated, fictitious or merely the circulation of unspent capital 

accumulated over many years. Actual productivity is lower than the figures suggest. 

 

Brian Green. 31st January 2016. 
(Let us make 2016 the year the world changed.) 


