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Das Interview wirde Uber Email-Kontakt
gefuhrt.

Das Interview:

Question 1: Andrew, as a Marxist
economist working in the Department of
Economics of Pace University in
Pleasantville, New York, you must be an
"outsider" in the academic sphere of the
United States — as are Marxian scholars
here in Germany. Could you first of all
describe the situation and position of
Marxism in the social sciences (and
especially economic science) in the U.S.
as you look them over? Did the current
economic crisis change anything in this
field (towards Marx) or do the right-wing
interpretations of the economic crisis (as
presented by the neo-Austrian school of
economics that puts all the blame on the
Fed and the abandonment of the gold
standard in the early seventies) dominate
the economic debate in the U.S.?

Answer: Yes, I'm an outsider, within the
discipline of economics and within “radical
economics” and “Marxian economics.” I'm
engaged in intellectual and political
discussion with a fairly large number of
people, but mostly people abroad or non-
academics. My work is anathema to
mainstream “Marxian economists” and
Sraffians.

There were never very many radical or
Marxian economists in the U.S., and there
are far fewer now than in the 1970s. The
views and theories of those who remain
have also become more conventional.
Fields such as political science and
sociology have experienced the same
trends, although Marxism has always been
more respectable in such fields. But | have
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little contact with Marxist academics in
other disciplines. They're mostly indifferent
to Marx’s critique of political economy, and
academics tend to be very cliquish.

For a couple of decades, Marx was treated
with  increasing disrespect both in
academia and in Left political circles. But
once the economic crisis erupted, regular
people, and even economists to some
degree, became more open to learning
what light Marx’s ideas could shed on the
crisis. People were confused and afraid,
which made them much more open-
minded.

This was a tremendous opportunity. But
the mainstream radical and Marxian
economists had exceedingly little to offer
in response, because they, too, were
confused, and especially because almost
all of them in effect accept Thatcher's
credo that “there is no alternative” to
capitalism. During the Panic of September
2008, they faced a big problem. They
didn't approve of a bailout of the big
financial institutions—few people did—and
they may have wanted to capitalize on
populist anti-bank sentiment. But because
they have given up on socialism, they had
no alternative to propose.

So some of them, like the late historian
Howard Zinn and the Leftist economist
Dean Baker, argued that there was no
serious crisis! More recently, they've been
calling for more government spending and
higher taxes on rich people in order to
keep government debt under control, or
state-managed capitalism such as exists
in China, or government control and/or
ownership of financial institutions.

What they say has almost no influence on
debates within the economics discipline or
among policymakers. But | wouldn't say
that the debate is dominated by Austrian
or other right-wing views, either. These
views are not marginal, but the crisis
triggered a significant turn toward



Keynesianism and activist policies,
especially increased regulation.

So I'd say that no consensus yet exists.
But | think the objective situation, not
policy, is in control here. In the end,
policymakers will do whatever they must to
try to save capitalism. Thus, in 2008, we
saw a tremendous amount of government
intervention imposed by a “free-market”
Republican administration. Austerity
policies are appealing to some, but when
the economy is so fragile, they could
trigger an even more severe recession. So
| don't expect austerity policies from a
Republican president, if one takes office in
2012, at least not if s/he has other options.

Question 2: As far as | can see, Marxian
theory — in the non-Sraffian sense! — is the
only economic theory that assumes a
falling rate of profit in the long run caused
by the “normal” development of capitalist
accumulation. While for Keynesians the
current problem is based on an excess of
savings (because of the disproportional
increase of higher incomes in relation to
the lower ones), for Austrian economists
there exists an excess of paper money
(because of an “unnatural” interest rate
generated by central banking in the
absence of a “market-determined” gold
standard). Some other economists -
based on the theory of Silvio Gesell (1862-
1930) — only criticise interest because of
the phenomena of compound interest and
the growth of unproductive incomes. Their
focus lies on the “conflict” between
industrial profit and interest, and the
solution for them is a system of “negative
interest” that increases the costs of
“holding liquidity” in order to provide
enough “fresh money” for industrial capital.
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For me the central point is that all of these
theories, despite their differences, can't
even consider that capitalist accumulation
— not just an isolated category such as
interest — contains an inner contradiction
that causes a falling profit rate in the long
run. It seems to me that Keynesian theory
is fundamentally non-dynamic because it
advocates the eternal regulation of
capitalist accumulation by means of
counter-cyclical deficit spending. For
Gesellians the problem would disappear
with a negative interest rate (a “money
tax”), while for Austrians there exists no
problem at all in free markets (except
some adjustment problems between
equilibrium positions).

Only Marx proved within the analytical
tools of his approach that capitalism is
faced with a serious, inherent problem
based in the centre of value production,
and that appearances on the level of
prices, incomes, and business cycles have
to be understood on the level of the labour
theory of value. Do you think it's possible
that it's this message of a fundamental
inner contradiction of the whole economic
system — which implies limits to reformism!
— that forces people to ignore Marx’s
critique of political economy? Is it
unthinkable to so many scholars that there
is not just a problem of effective demand
or the rate of interest but a self-destructive
tendency that reminds us that capitalist
production can't go on forever and that it's
more fragile than the prophets of “the end
of history” might think?

Answer: | think you've hit the nail on the
head, Peter. Marx's theory of economic
crisis is unique in precisely the way you
describe, and the law of the tendential fall
in the rate of profit is one of the main
things in Capital that critics allege to be
internally inconsistent. Even on the Left,



the political implications of Marx’s law are
unpopular. For instance, Robin Hanhel, a
radical economist, recently wrote:

The idea that capitalism contains
internal contradictions which act as
seeds for its own destruction is
simply wrong and needs to be
discarded once and for all. ...
[T]hanks to work begun by Nobuo
Okishio, modern political
economists now know better. To
make a long story short: labor-
saving, capital-using technical
change does nothing, in-and-of
itself, to depress the rate of profit in
capitalism and thereby generate a
crisis of capitalism.*

Hahnel is referring here to Okishio’s
theorem, which has widely been accepted
as a strict mathematical proof that Marx’s
law is internally inconsistent. But the
theorem has been disproved.

There are other things in Capital, having to
do with its value theory, that have also
supposedly been  proved internally
inconsistent. But these aren’t separate
issues, in the end, since, as you note,
Marx’s law and crisis theory are grounded
in his value theory.

There's also another reason why the law
of the tendential fall in the rate of profit is
so unpopular. The law says that the rate of
profit tends to fall because productivity
increases. To many people, such as
Robert Brenner, the Marxist historian, it is
“intuitively obvious” that this is wrong.>*

50 Hahnel, Robin. 2010. The Economic Crisis
and the Left, ZNet, Mar. 16.
www.zcommunications.org/the-economic-crisis-
and-the-left-by-robin-hahnel. Emphases in
original.

51 Brenner, Robert. 2006. The economics of
global turbulence: The advanced capitalist
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Perhaps this is one reason why the idea
that capitalism has a self-destructive
tendency is “unthinkable.” But the main
one, in my opinion, is that economic
thinking is mostly, and increasingly,
instrumental reason rather than pure
theory. If you accept capitalism and play
your role within in, the kinds of theories
and explanations that are relevant to you
are ones that can help you formulate
policies to make the system work better.
You won't consider others. That doesn'’t
mean that you'll necessarily say that they
are false; you might just ignore them and
keep them out of the curriculum because
they're not “useful.”

On the other hand, the current Federal
Reserve view is that economic crises are
inevitable. Fed Chairman Ben Bernanke
recently argued that “We should not
imagine, though, that it is possible to
prevent all crises,” and former Fed
Chairman Alan Greenspan has written that
“we are dealing with global forces beyond
the control of domestic monetary policy
makers. ... [tlhe growth path of highly
competitive markets is cyclical.”®® They're
saying this in response to those who
blame the latest crisis on the Fed, and as
part of a campaign to give the Fed more

economies from long boom to long downturn,
1945-2005. London: Verso, p. 15, nl.

52 Bernanke, Ben S. 2010. Causes of the Recent
Financial and Economic Crisis (testimony before
the Financial Crisis Inquiry Commission), Sept.
2. Available at
federalreserve.gov/newsevents/testimony/berna
nke20100902a.htm. Greenspan, Alan. 2009. The
Fed Didn't Cause the Housing Bubble, Wall
Street Journal, March 11, p. A15. Available at
http://online.wsj.com/article/SB123672965066989
281.html.



power to manage crises. And what makes
economic crises inevitable in their view is
that lending is inherently risky, not that
value production is internally contradictory.
But the admission that crises are
inevitable is still very interesting, and it
might have some effect on economic
theory.

Question 3: While we are talking about
the economic crisis, you have just finished
a book on the same issue. What's the
main result of your investigation and how
are these studies connected with your —
more theoretical — work on the “Temporal
Single-System Interpretation” of Marx’s
value theory?

Answer: The immediate causes of the
financial crisis are now pretty well
understood, so | chose to focus instead on
the underlying conditions that set the
stage for the crisis and recession. | found
that the economy never fully recovered
from the slump of the mid-1970s.
Economic growth slowed down and
financial crises became more frequent.
Also, in the U.S., employment conditions
were weak, growth of pay was sluggish,
inequality increased, and public
infrastructure deteriorated. The relative
stagnation led to large increases in the
debt burdens of households and the
government, which in turn contributed to
the financial crisis. Perhaps more
importantly, households’ debt problems
help explain why the U.S. economy
continues to be very sluggish even though
the Great Recession “officially” ended in
mid-2009.

But what caused the relative stagnation?
Using official government data, | found
that U.S. corporations’ rate of profit fell
through the early 1980s. Then, depending
upon how one measures “profit,” it either
failed to recover or kept falling during the
next quarter-century. | also found that the
persistent fall in the rate of profit led to a
persistent fall in the rate of -capital
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accumulation. In other words, because
relatively little profit was being generated,
relatively little profit was being invested in
production. This is crucially important,
because the slowdown in investment is
what led to sluggish growth of GDP and
pay, rising debt burdens, and so on.

| was quite surprised by these findings,
because they contradict the conventional
Left story about the conditions that set the
stage for the crisis and recession.
According to that story, the rise of
neoliberalism in the 1980s led to a fall in
workers’ share of income, which in turn
caused the rate of profit to rebound
significantly. So the slowdown in
productive investment was not caused by
falling profitability, but by economic
changes and neoliberal policies that
favored financial investment at the
expense of investment in production.

And this is where the temporal single-
system interpretation of Marx's value
theory comes in. What Marx meant, and
what businesses and investors mean,
when they refer to the rate of profit is
today's profit as a percentage of the
amount of capital actually invested in the
past. It's a temporal relation. But when
proponents of the conventional Left
account tell us that “the rate of profit”
rebounded, they're referring to something
very different, something that really isn't a
rate of profit because it isn't temporal:
today’s profit as a percentage of the
amount of money that businesses would
need today to replace their capital assets.

This atemporal “rate of profit” is the same
one that Okishio wused when he
supposedly disproved Marx’'s law of the
tendential fall in the rate of profit. But
once we replace Okishio’s rate with the
actual, temporal rate of profit, we find that
his refutation of Marx fails. So the
conventional Left account is wrong is the
empirical sphere for the same reason that
Marx’s critics are wrong in the interpretive
sphere.



Question 4: Estimation of the Marxian
profit rate by "extracting" it out of the
available data seems to me a difficult
operation — but nevertheless of course
worth the effort. An interesting issue might
be the analysis of the relation between
“productive” capital and “financial” capital
and the best way of distinguishing
between the two categories. Within the
Marxian formula of the circuit of capital,
interest and financial capital enter the
stage at the beginning of the movement
(as credit money or borrowing) and at the
end (as interest, a component of surplus
value). As far as| can see, this implies
that financial capital — including financial
capital in the form of consumer credit - is
able to stimulate productive processes and
therefore — in economic reality — that it
can't be separated completely from
"productive" capital. That's at least what |
suppose. So what do you think about the
interaction  between productive and
financial capital and possible effects of this
interaction on the profit rate?

Answer: The U.S. government provides
data for “financial” and *“nonfinancial”’
corporations. These data indicate that the
rate of profit of financial corporations has
almost always been higher than that of the
nonfinancials, but that it has also fallen
more drastically. And although financial
corporations’ profits have become an
increasingly large share of total corporate
profits, they still account for less than 20%
of the total.

Because the financials remain relatively
small and their rate of profit has declined
so sharply, their higher rate of profit hasn’t
had much effect on the overall rate.
Between 1947 and 1985, the overall rate
of profit of U.S. corporations, including
financials, was 1 percentage point greater
than the rate of profit of nonfinancials.

-7-

Kritik der pol. Okonomie - Marx, Saffra, KLiman

Between 1986 and 1999, the financials’
rate of profit was lower than the
nonfinancials’ rate half of the time, so
there was no effect on average. The
biggest effect, not surprisingly, occurred
during the bubble years preceding the
latest crisis: between 2000 and 2007,
corporations’ overall rate of profit was on
average 1.4 percentage points less than
the financials’ rate. But even 1.4
percentage points is not a big difference in
this case. In 2004, for instance, the
nonfinancials’ rate of profit was 25.3%,
and so the financials’ higher rate of profit
only boosted the overall rate to 26.7%.
Financial corporations therefore haven't
had a significant effect on the downward
trend in the rate of profit over the last 60
years.

There are different ways of measuring the
rate of profit, so | should make clear that
these rates of profit only count capital
employed in the U.S. (by U.S. and foreign-
owned corporations) and profit resulting
from its employment. But the available
data also indicate that U.S. multinationals’
rate of profit from overseas operations has
fallen even more sharply—at least since
1982, the first year for which data are
available—than corporations’ “domestic”
rate of profit has fallen. Profit on foreign
investment has indeed increased
markedly, but the volume of investment
has increased even more markedly.



| should also note that the U.S.
government figures | use—only because
they are the only comprehensive figures
available—do not count capital gains on
financial assets and real estate as profit.
Nor do they count capital losses—write-
downs of assets’ values and moneys set
aside to cover losses on loans—as factors
that reduce profit. Finally, let me note that
my measure of profit is corporations’ gross
value added (i.e., their contribution to
gross domestic product) minus the
compensation they paid to employees and
the depreciation of their “fixed assets”
(equipment, software, and buildings and
other structures), valued at historical cost;
and my measure of capital, the
denominator of the rate of profit, is the
historical cost of their stock of fixed assets,
excluding all depreciation.

| realize that my computations don'’t
answer the exact question you asked,
about how productive capital and financial
capital each affect the rate of profit, and
how they interact, but | think the above is
the best one can do given the data that
are available. This might be a serious
limitation if | were trying to measure “the
Marxian” rate of profit, but | haven't tried to
do so, both because of data problems and
because there is no single thing that can
be called “the” Marxian rate. Marx himself
considered various rate of profit, and he
analyzed movements in the rate of profit
using data that others before him had
reported. And they, of course, hadn't tried
to compute the Marxian rate of profit. So
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one can undertake a Marxian analysis of
the rate of profit without computing the
Marxian rate.

Thus, what I've tried to do is to start from
measures of the rate of profit that
capitalists know about and care about, so-
called “observed” or “visible” rates of profit.
These rates are affected by financial
activity and many other things, not only
surplus-value  from  production and
productive investment. And then I've tried
to use Marx’s theories — his value theory
and law of the tendential fall in the rate of
profit — to analyze movements in the
“observed” rates of profit. For instance, |
asked, “How much of the fall the
(observed) rate of profit between 1947 and
2007 is attributable to the relationship that
Marx’s law singles out, slow growth of
employment in relationship to the rate of
accumulation (the share of profit that is
invested)?” | found that almost all of the
fall in the rate of profit is attributable to
this.

Question 5. For me, one of the most
interesting and creative answers to the
Sraffian critique of Marxian value and price
theory was the book The Laws of Chaos
by Farjoun and Machover, published in
1983. In 2009 in Germany, the economist
Nils Frohlich published an empirical
investigation called “The actuality of the
labour theory of value”, using national data
from 2000 and 2004. He came to the
conclusion that the theoretical framework



given by Farjoun and Machover is the
most successful one in the light of
empirical relevance. Did you find any
evidence on their probabilistic approach,
either empirical or theoretical, during your
studies?

Answer: | think Laws of Chaos was an
important book. It forcefully, and in my
view successfully, critiqued the idea that
conclusions about real-world capitalism
can be deduced from models that assume
that all capitalist businesses obtain the
same rate of profit. They obviously don't
obtain the same rate in reality. Yet the
equilibrium-rate-of-profit assumption is a
fundamental feature of the Sraffian model,
and of similar “corrections” of Marx’s value
theory that had become popular in the
1970s among leftist critics of Marx and
many Marxist economists.

However, Farjoun and Machover did not
challenge other equilibrium assumptions
that are embedded in these models, such
as the assumption that the values and
prices of inputs into production and the
values and prices of the outputs that
emerge from production must be equal.
For instance, these models stipulate that
the value of a kilogram of coal that is
produced at the end of this period must
equal the value of a kilogram of coal that
entered into production as an input at the
start. Because Laws of Chaos accepted
this interpretation or “correction,” it also
accepted an important consequence of it:
Marx’s law of the tendential fall in the rate
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of profit is logically invalid, because labor-
saving technical change tends to raise, not
lower, the rate of profit. This conclusion
depends crucially on the assumption that
technical progress doesn’t tend to cause
prices and values of the output produced
today to fall below the prices and values of
the inputs that entered production
yesterday. That assumption is factually
incorrect.

Frohlich is part of a group of people who
have tried to show that “values” and
“prices” are closely correlated, i.e., that
variations in values are the dominant
sources of variations in prices. This line of
investigation was begun by Anwar Shaikh
and Edward Ochoa, a student of Shaikh's,
at the same time that Laws of Chaos
appeared. Some of the people who
conduct these studies are inspired in part
by Farjoun and Machover’s book, but
Shaikh and his students seem not to be,
and not all admirers of Farjoun and
Machover  accept the  value-price
correlation evidence.

To understand these studies, one needs to
understand that they actually accept the
“corrections” of Marx’s value theory.
According to these “corrections,” Marx was
wrong when he claimed that total profit
equals total surplus-value. But if total profit
and total surplus-value are not equal,
Marx’s theory that all profit is the result of
exploitation falls apart. There’s a huge
problem here.



The temporal single-system interpretation
of Marx’s value theory—which emerged at
the same time—deals with this problem by
arguing that the theory has been
misinterpreted. When it's interpreted so
that it makes sense, it doesn’t need to be
“corrected.” But since the “corrections” are
what causes total profit to deviate from
total surplus-value—the two are equal in
Marx's  own  theory—the  problem

disappears.

Shaikh, on the other hand, accepted the
“corrections” but tried to demonstrate that
the issue is not empirically important,
because differences between prices and
values in individual industries are small.
This is an evasion of the problem. The
problem is a theoretical one, not a
statistical one. Even if differences between
prices and values are modest, the
conclusion that total profit differs from total
surplus-value implies that value can be
created in exchange or destroyed in
exchange, that the exploitation of workers
isn’t the exclusive source of profit, that the
rate of profit in the real world can rise
under conditions in which Marx’s theory
says that it must fall, and so on. It's hard to
see how much in Capital could emerge
unscathed.

Another conceptual problem with the
value-price correlation studies is that even
if their statistical results were valid, these
results wouldn’t count as evidence in favor
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of Marx’s theory. Marx never said, and
nothing in his theory implies, that
differences between values and prices in
individual industries are small. The
evidence also supposedly shows that
industry-level prices do not deviate
systematically from industry-level values.
This directly contradicts Marx’s own
theory, which holds that systematic
deviations do exist, because of the
tendency of rates of profit to equalize, and
because of monopoly and rent. For
instance, Marx remarks that “Everyone
knows that a cotton spinner, who
employs much constant capital and little
variable capital, does not, on account of
this, pocket less profit or surplus-value
than a baker, who sets in motion relatively
much variable capital and little constant
capital.”™?

In any case, their statistical results are not
valid, because of what is known as a
“spurious correlation” problem. The
studies don’'t show that industries’ per-unit
prices and values (e.g. the price and value
per kilogram of coal or per liter of milk) are
strongly correlated. They show that the
price and the value of industries’ total
annual output are strongly correlated. But
this is simply because some industries are
large and some are small: the total price
and the total value of annual output are
both large in large industries and small in
small industries. The correlation is what's
technically known as “spurious” because
there’s no real cause-and-effect
relationship between values and prices
here. The actual cause of difference in
prices and differences in values is
differences in industry size. Once we
control for differences in size by
measuring prices and values per dollar of
cost, the correlation disappears.

3 Karl Marx, Capital, Vol. 1 (London: Penguin
Books), p. 421.



A paper | wrote last year presents an
analogous case. Looking at states in the
United States, | showed that there is an
extremely strong correlation between the
number of Christians and total state
income. In states with more Christians,
total state income is higher, and in states
with fewer Christians, total state income is
lower. This result seems to be striking
confirmation of “the Christianity theory of
income.” But there are many Christians
and a large total income in some states
simply because the population of those
states is large, and there are fewer
Christians and a smaller total income in
other states simply because the population
of those states is smaller. Once we control
for differences in  population, the
correlation disappears.

Now, proponents of the value-price
correlation evidence have challenged this
counter-evidence by arguing that all
potential “value bases’—not on labor, but
also electricity, oil, iron & steel, etc.—vary
according to industry size. So if the value-
price correlations were actually caused
only by variations in industry size, we
should obtain similar results when we look
at the correlations between prices and
electricity values, prices and oil values,
etc. But labor values are more closely
correlated with prices than electricity, olil
and other “value bases” are.

My paper on the Christianity-income
correlation responded to this argument by
considering alternative “faith bases.”™* Not
only the number of Christians in a state,
but also the numbers of Jews, Muslims,
and Buddhists, vary according to
population. But | found that the correlation

*  Andrew Kliman, “Christianity versus

Alternative Faith Bases: A Parody.” Unpublished
manuscript, Department of Economics, Pace
University — Pleasantville, May. Available at
akliman@pace.edu/writings.
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between total state income and the
number of Christians in a state is much
stronger than the correlation between
total state income and the numbers of
Jews, Muslims, or Buddhists. But what
does this prove? Does it prove what it
needs to prove—that the Christianity-
income correlation is genuine, not a
correlation caused by variations in states’
population? Of course it does not, and
correlations between prices and
“alternative value bases” don't prove what
they need to prove, either.

Question 6: In fact there exist a lot of
attempts in addition to Farjoun and
Machover’s to save the basis of Marxian
value theory (whatever may be this "basis"
is another controversial point); for
example, the "New Interpretation” or the
"value-form interpretation” (represented in
Germany by Michael Heinrich) that denies
the need for a value-price transformation
at all. Al these attempts agree
fundamentally with the Sraffian assertion
of "internal inconsistency” in the Marxian
value-price transformation. The only
approach that challenges this view in a
radical (that means going to the roots) way
is the "Temporal Single-System Approach"
presented by Marxian economists like you,
Alan Freeman, Nick Potts, and others.
Could you explain the core of this
interpretation of Marxian value theory in a
few words?

Answer: | always call it the temporal
single-system interpretation, or TSSI,
because it isn't a distinct theory or
approach to questions of value, price, and
profit. It would be wrong to assess it in the



way that one assesses a theory or an
approach. Actually, the TSSI is an
exegetical interpretation of Marx's own
value theory. Its adequacy depends on
whether and to what extent it succeeds in
making Marx’s texts on these issues make
sense, as a whole.

By “as a whole,” | mean only that a
successful exegetical interpretation is one
that eliminates the appearance of
inconsistency, incoherence, and
incongruity—in a passage and between
different passages. The TSSI doesn't deal
with the whole of Marx’s works or even the
whole of Capital. It deals only with two
issues, both of which are very narrow and
technical. But both of them also have very
important consequences, because it turns
out that the question of whether Marx’'s
value theory is internally inconsistent
depends on them and them alone.

The first is whether values and prices in
Marx's theory are determined temporally
or simultaneously. The alleged proofs of
inconsistency in the theory all presuppose
that values and prices are determined
simultaneously, which implies that the
price (or value) of a commaodity that's
produced at the end of some period must
equal the price (or value) of the same
commodity when it entered production at
the start of the period. For instance, if
petroleum is used to power the machines
that produce more petroleum, the “proofs”
assume that the price per barrel of the
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petroleum that's produced must always
equal the price per barrel of the petroleum
that was earlier used as a means of
production. The TSSI simply holds that
Marx’s theory doesn’t assume this.

The other issue is whether the values and
prices of Marx's theory are determined
within one “system” or as two separate
“systems.” The alleged proofs of
inconsistency all presuppose that Marx's
theory was a dual-system theory, or that it
would have to be a dual-system theory in
order to be internally consistent. In the
dual-system interpretations or
reconstructions, there is a “value system,”
in which the values of outputs depend on
the values of inputs and a separate “price
system,” in which the prices of outputs
depend on the prices of inputs. The TSSI
and other single-system interpretations
hold that both the values of outputs and
the prices of outputs depend in part on the
prices of inputs.

For instance, assume that a barrel of
petroleum is used as an input (means of
production), and its price in the market
when it enters production is $100. The
TSSI says that, according to Marx’'s
theory, this $100 isn’t only a component of
the price of the product that's produced.
The amount of value that is transferred to
the product, i.e. the petroleum’s
contribution to the constant-capital
component of the product’'s value when it
is produced, is also $100. (I say “when it



is produced” because its value can change
subsequently).

It certainly isn't the case that temporal
determination or single-system
determination are what Capital or Marx’s
value theory are “really about.” But when it
is interpreted as a temporal and single-
system theory, all of the alleged
inconsistencies in  the  quantitative
dimension of his value theory disappear.
In other words, these inconsistencies are
created by simultaneous and dual-system
interpretation or reconstructions. They
aren’t present in the original texts.

Question 7: The basic methodological
assumption of the "traditional" Bortkiewicz-
Sraffa-Marxism seems to be a
"simultaneous dual-system interpretation”

(SDSI). | guessthat since it is a
simultaneous system, it implies a world
without "causality,"  with timeless

interdependence of all of its value
magnitudes on the one hand and all of its
price magnitudes on the other hand. The
only connection between the two systems
that exists can be constructed through the
so-called ‘“invariance postulates" that
guarantee that aggregate surplus value
equals aggregate profit and aggregate
values equal aggregate prices. But there's
no other necessary "identity" between the
two  systems, just this
coincidence. Principally, for the
SDSI, "value" and ‘"price" magnitudes
are completely different, separated
spheres. Is this observation right? Am |
right to suppose thatthese “invariance
postulates,” and nothing else, are what

external
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establishes the only possible connection
between the two systems?

Answer: Yes, this is completely right. Paul
Samuelson, probably the leading
economist of his generation, noted and
emphasized this point in a famous critique
he published in 1971. He said that the
“transformation” of values into prices of
production was simply a matter of writing
down one system of equations, erasing it,
and then writing down a completely
different set of equations. This made some
Marxist economists angry, but it's
completely right. Of course, Samuelson
presented this critique as a critique of
Marx, while it's actually a critique of the
SDSI. If Marx's account of the
transformation doesnt need to be
corrected by separating values and prices
of production into two distinct systems,
then Samuelson’s critique doesn’t apply to
it.

Another thing that Samuelson’'s paper
emphasized was that the “invariance
postulates” don't legitimately establish any
relationship between values and prices. As
he put it, people “waste much time on the
unessential question of what absolute
level of prices should one introduce into a
table whose only importance consists in its
well-determined relative proportions!”™ In

% Ppaul A. Samuelson, “Understanding the

Marxian Notion of Exploitation: A Summary of
the So-Called Transformation Problem Between



other words, the only important result of
the SDSI “transformation” is that the price
of good B is, say, 4 times that of good A
while the price of production of good C is
12 times that of A. Anyone can then come
along and arbitrarily declare that the prices
are 1, 4, and 12, or 2, 8, and 24 or
anything else that conforms to these
proportions. One person can arbitrarily
select prices that make the sum of the
prices equal to the sum of the values,
another can arbitrarily select prices that
make the sum of the profits equal to the
sum of the surplus-values, and so forth.

Such procedures prove nothing about the
relationship between values and prices of
production. One could select, just as easily
and just as legitimately, prices that make
the sum of the prices equal to the sum of
the values plus the sum of profits. This
would “demonstrate” that profit is a pure
markup over and above commodities’ real
values, which is a result completely
antithetical to Marx’'s theory. And as
Samuelson emphasized, it makes no
difference which absolute prices one
selects, just as there was no difference in
the price of something that sold for 51.12
euros at the start of 2002 instead of 100
D-marks at the end of 2001. Its price
remained unchanged; the only thing that
changed were the units in which that price
was expressed.

Marxian Values and Competitive Prices,”
Journal of Economic Literature, Vol. 9, No. 2
(Jun., 1971), pp. 399-431. The quoted passage is
on p. 416. Emphases are Samuelson'’s.
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Question 8: Paul Samuelson surely was
right - within  the neoclassical-
neoricardian logic of simultanism — when
he came to his famous "rubber statement,"
and lan Steedman’s "Marx after Sraffa",
published 6 years later, breathed exactly
the same air. The TSSI must be seen as a
direct response to this challenge as it has
developed since the early eighties. Now
what would you say are your main
differences to
Sraffa/Samuelson concerning the
concepts of "value" and/or "price of
production" of the inputs?| guess that
these terms must have different meanings
within  a  methodologically  different
approach.

Answer: Yes, the TSSI is a direct
response to the challenge put forward by
Samuelson, Steedman, and the like.
Working independently of one another in
the late 1970s and the early and mid-
1980s, various people in continental
Europe, the UK, and the U.S.
independently concluded what you
conclude—Samuelson was right, but only
“within the neoclassical-neoricardian logic
of simultaneism.” We all argued that the
inconsistencies and errors that Samuelson
and the Sraffians attributed to Marx aren’t
present in Capital itself, but are the result
of their misinterpretation.

One thing they misinterpreted was Marx’s
concept of “capital value.” They
misinterpreted it in the same way that



Bortkiewicz did. What Marx meant by
capital value is the sum of value that
businesses advance, or invest, as capital
to buy “inputs” — means of production and
workers’ labor-power. However,
Samuelson and the Sraffians assumed
that when Marx referred to capital value,
he meant the amount of labor needed to
reproduce these inputs, or its equivalent in
terms of money. | say they assumed this
because they never put forward any
argument in support of their interpretation
or acknowledged that a different
interpretation might be possible.

They probably reasoned as follows: since
Marx referred to the value of the capital,
not the price of the capital, he must have
meant the monetary expression of the
amount of labor needed to reproduce the
inputs, not the monetary expression of the
amount of labor needed to buy the inputs.
But this is incorrect. Imagine that each
hour of average labor creates a value of
$100, and that it costs a business $1000
to buy a computer. The capital value it
advances is $1000, the monetary
expression of 10 hours of labor. However,
the amount of labor needed to reproduce
the computer might be 9 hours or 11 hours
— which are equivalent to $900 or $1100,
not $1000.

This is the way it works in the real world.
It's also the way it works in Capital. The
best evidence that this is the way it works
in Capital is that this interpretation doesn't,
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while the interpretation of Samuelson and
the Sraffians does, lead to inconsistencies
and errors. | think the direct textual
evidence also clearly indicates that the
interpretation I've sketched out here is
consistent with what Marx wrote.

The most likely reason why Samuelson
and the Sraffians misinterpreted Capital is
that they tried to force Marx’s theory into
the framework of their physical input-
output models. These are models of “The
Production of Commodities by Means of
Commodities,” which is the title of Sraffa’s
famous book. Here, “commodities” means
physical things; the models are ones in
which physical output are produced by
means of the same physical things
employed as inputs. This conception isn't
wrong, but it's one-sided. The capitalist
mode of production is one in which
physical outputs are produced and value is
created, by means of physical things
(including labor) and advances of value.

Because of this duality, the value of the
inputs isn't the same thing as the value of
the capital that's advanced to acquire the
inputs, and these two sums of value
generally differ. But in the input-output
models, they don't and can't differ. Input-
output theorists can’t deal with the fact that
they differ in the real world, except by
creating two systems: a value system in
which the value of an output depends on
the “value of the capital,” and a separate
and unrelated price system in which the



price of the output depends on the “price
of the capital.”

Question 9: What are the main objections
against the TSSI put forward by the neo-
Ricardian economists in response to your
challenge? As far as | know there's one
objection that seems really interesting and
comes from a sympathetic, internal
critigue, raised by Changkeun Kim, a
social scientist who works in the Institute
for Social Science, Gyeongsang National
University of Southern Korea. Kim, who
largely agrees with the TSSI, argues that
there is "“circular reasoning" within the
TSSI determination of the monetary
expression of labour time ("MELT")
because the MELT logically presupposes
the price vector and vice versa.*® In other
words, the TSSI-MELT is "defined or
determined in  the  transformation
procedure” and it therefore can't be
brought in to help solve the transformation
from values to prices. Do you agree with
Kim’'s view, and if not, how would you
respond to his critique?

Answer: This is really two questions,
because Kim is not a Sraffian (aterm | use
instead of neo-Ricardian, which they take
offense at). As you say, his critique is

% «“The Recent Controversy on Marx's Value

Theory”, http://nongae.gsnu.ac.kr/~issmarx/eng/
article/18/18_kim.pdf, page 22.
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sympathetic and internal, and, in contrast
to what they've written, his paper is a
serious contribution that helps advance
our understanding of Marx’s value theory.
Alan Freeman and | have taken his
circularity critique very seriously and have
recently published a reply that discusses it
in detail.>” Let me deal with it first; I'll be
happy to discuss Sraffians’ objections later
if you wish.

To understand our response, one needs to
begin with the fact that Marx’s value theory
does not explain how the nominal price of
the economy’s total output is determined.
That's because the nominal price of output
is a function not only of the total amount of
labour needed to produce the output, but
also of what Marx called the “monetary
expression of value.” For instance, he
wrote that “a change in prices of
production is always to be explained prima
facie by an actual change in commodity
values, i.e. by a change in the total sum of
labour-time needed to produce the
commodities. We are not referring here, of
course, to a mere change in the monetary
expression of these values.”® What Marx’s
value theory does explain is thus what the

57 Alan Freeman and Andrew Kliman, “A
Welcome Step in a Useful Direction: A Response
to Changkeun Kim,” Marxism 21 vol. 8, no. 2,
Summer 2011, http://nongae.gsnu.ac.kr/
~issmarx/eng/article/22/Freeman&Kliman22.pdf.
8 Karl Marx, Capital, Vol. 3 (London: Penguin
Books), p. 266, emphasis added.



price of the economy’s total output would
be if the monetary expression of value
didn’t change. (In general, the nominal
price of total output will be greater—that
is, the monetary expression of value will
be greater—because of inflation and rising
productivity, but this is compatible with
Marx’s theory. It doesn’'t contradict his
conclusion that the economy-wide total
price of output equals its total value,
because this is understood by the theory
as merely a nominal deviation of price
from value, not a real one.)

So the short version of our response to
Kim is this: The TSSI is not guilty of
circular reasoning because it does not
even address the issue with which he is
concerned. He suggests that | implicitly
argued that the monetary expression of
value (or the MELT) determines the
nominal price of total output and that the
nominal price of total output determines
the monetary expression of value. That
would certainly be circular reasoning. But
the TSSI in fact says nothing at all about
which of these things determines the
other. The TSSI is an exegetical
interpretation of Marx’s value theory. Since
that theory does not address how the
nominal price of output or the monetary
expression of value are determined,
neither does the TSSI.

Actually, | think that the TSSI's silence on
this matter, and not circularity, is the
underlying issue that troubled Kim. He
wants a theory of how the nominal price of
output is determined. So do Freeman and
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I, and so did Marx. And Marx put forward
at least the rudiments of such a theory.
But this is a distinct theory, not part of his
value theory in the strict sense, and the
TSSI is only an interpretation of his value
theory in the strict sense. This doesn't
mean that Freeman or | remain silent on
how the nominal price of output is
determined. Our response to Kim
discusses what Marx said about this, and
it offers some thoughts of our own. But
these things are distinct from the TSSI.

There’s a much deeper issue here as well.
Why did Kim regard the TSSI's silence on
this matter as a defect, a logical problem?
Freeman and | suggest that the answer
has to do with the peculiar character of
academic economists’ models, in which
everything is “in equilibrium” and all

variables are determined
“simultaneously”—that is, in a timeless
fashion. These models dominate

economists’ thinking to such an extent that
they conflate the properties of a good
theory with the properties of a good model.
If a theory doesn't satisfy the requirements
that such models need to satisfy, it's
considered a defective theory.

We think that Kim inadvertently made this
mistake. In such models, every variable
must either be “logically prior” and
therefore determined outside the model, or
determined within the model by the
logically prior variables. So if we had such
a model, we would have to argue either



that the nominal price of total output is
“logically prior” to the MELT and
determines it, or vice-versa. If we failed to
do so, we'd have a defective model. But
Marx’s value theory isn’t an equilibrium
model in which everything is determined
simultaneously. It's a non-equilibrium,
temporal theory, and temporal theories
operate differently. Instead of identifying
what's “logically prior,” they identify what's
a cause and what’s an effect. And instead
of determining the magnitudes of their
variables, they specify the laws or
regularites to which all possible
determinations conform.

For instance, Marx’s value theory tells us
that the value of total output in terms of
labor-time is the cause and the “real” price
of total output—the ratio of the nominal
price to the MELT—is the effect, and that
the “real” price of total output equals its
value. That is a meaningful law, even
though it doesn’t determine the
magnitudes of either the nominal price or
the MELT and even though it doesn't
identify either of them as logically prior.

Question 10: Now after explaining your
position on Kim’s "sympathetic critique,”
could you please briefly explain the three
major objections raised by Sraffian authors
and your counter-critique?
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Answer: There have been a lot of
objections from Sraffians and physicalist
Marxist economists. In order to answer as
concisely as possible and isolate just three
of them, I’'m going to ignore objections that
are based on misrepresentations of what
we argue and objections based on what
we’ve shown to be mathematical errors.

Some objections have been objections to
Marx’s value theory when it is interpreted
in a way that makes it make sense — that
is, as a temporal and single-system
theory. There have been two major
objections of this kind. One is that Marx’s
theory supposedly becomes trivial — it no
longer “providles] a meaningful set of
propositions about what the world is like” —
when it is interpreted in a way that makes
it make sense.”® It is hard to take this
objection seriously. The law of the
tendential fall in the rate of profit, the
conclusions that total price and profit are
determined by and equal to total value and
surplus-value, and the theory that surplus
labor is the exclusive source of profit are
meaningful  propositions to  almost
everyone. Indeed, it is largely because of
these propositions that Marx’s theory is
attacked and suppressed. None of these
propositions make sense, they are all
logically invalid, when Marx is interpreted

% Mongiovi, Gary. 2002. Vulgar Economy in

Marxian Garb: A critique of temporal single-
system Marxism, Review of Radical Paolitical
Economics 34:4, p. 413.



as a simultaneist and dual-system theorist,
but they all make sense when he is
interpreted as a temporalist and single-
system theorist. The objection is really an
objection to the fact that when Marx’'s
theory makes sense, it is not a set of
propositions about the things that Sraffians
regard as meaningful — static-equilibrium
prices and the static-equilibrium rate of
profit.

The other major objection of this kind has
been that temporally-determined prices
(and values) supposedly involve an
“infinite regress.” The input prices of one
period depend upon the output prices of the
previous period, which in turn depend upon
the input prices of that period, etc.
Ultimately, they depend on what the prices
were when the Big Bang occurred, or
whatever. Since we don’t know anything
about the “original” prices, temporalist
theory supposedly cannot “really” explain
why prices are at certain levels rather than
others.

But an analogous “infinite regress” occurs in
Sraffian and physicalist-Marxist theories.
These theories try to deduce prices and the
rate of profit on the basis of physical
quantities of inputs and outputs. But the
physical inputs of one period depend upon
the physical outputs of the previous period,
which in turn depend upon the physical
inputs of that period, etc. Ultimately, they
depend on what the physical inputs were
when the Big Bang occurred. Since we
don’'t know anything about the *“original’
physical inputs, Sraffian and physicalist-
Marxist theories cannot “really” explain why
physical quantities are at certain levels
rather than others, and so they cannot
“really” deduce prices and the rate of profit.

This is a ridiculous objection, but it's no
more ridiculous than their objection. It's
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ridiculous because their theories don't try to
deduce prices and the rate of profit “as
such”; they try to deduce prices and the rate
of profit on the basis of given physical
guantities now. Their objection is equally
ridiculous because Marx’s theory doesn't try
to explain the prices and values of outputs
“as such”; it tries to explain them on the
basis of given input prices and values now.
All temporal theories are like this. For
instance, Kepler's laws of planetary motion
do not predict the positions of the planets
“as such”; they predict the planets’ future
positions given their positions now.

There have also been objections that the
TSSI is not an exegetically correct
interpretation of Marx’s theory. The major
objection of this kind concerns the fact that
the TSSI implies that what Marx called
“prices of production” — the prices that
would exist if rates of profit were equal
throughout the economy — are not static-
equilibrium prices. And this implies that the
hypothetical equalized rate of profit is
likewise not a static-equilibrium rate. But
Sraffians and some others have contended
that when Marx discussed prices of
production and the hypothetical equalized
rate of profit, he was referring to static-
equilibrium magnitudes.

Yet they've failed to supply any textual
evidence in support of this claim. In the
passages they cite, Marx writes that actual
market prices in a competitive
environment tend to fluctuate around
prices of production, and that actual rates
of profit tend to fluctuate around the
average rate of profit. Thus prices of
production are average prices and the
general rate of profit is the average rate.
But average magnitudes and static-



equilibrium magnitudes are simply two
different  things. They're different
conceptually, and they are frequently
different quantitatively as well, often
greatly different. For instance, as Alan
Freeman has pointed out, “the average
behaviour of a surfboard being propelled
by a wave is quite different from the
behaviour of the same board in a calm
sea,” i.e., what its behavior would have

been in a static-equilibrium environment.

There have been other objections of both
kinds, but | think that these have been the
three major ones—if we use the term
“major” to mean most common. | don’t
think that they, or any of the other
objections that have come from Sraffians
and physicalist Marxist economists, are
intellectually serious ones.

Question 11: As a proponent and
founder of the TSSI, | guess you know the
"weaker points" of this approach, or let's
say "the research fields of the TSSI that
still need more investigation." So if you
take a look on the TSSI as a whole: What
do you think has to be thought through
more; where are the open questions that
need to be answered?

Answer: | actually can't take credit for

® Freeman, Alan. 1984. The Logic of the

Transformation Problem. In Mandel, Ernest and
Alan Freeman (eds.), Ricardo, Marx and Sraffa:
The Langston memorial volume. London: Verso,
p.232.
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being a founder of the TSSI. There were a
few other people who discovered it,
independently of each other, in the late
1970s and early 1980s. Ted McGlone and
| discovered it, independently of the
others, in 1986.

| don’t think the TSSI in the strict sense—
that is, as an exegtical interpretation of
Marx’s value theory—has weak points, or
needs more investigation, at this point. It
makes Marx’s texts make sense, while the
other exegtical interpretations that now
exist do not.

That may sound arrogant, but the TSSI is
a simple thing. It consists of only two
claims: according to Marx’s value theory,
(1) values and prices are determined
temporally, and (2) the magnitudes of
constant capital, variable capital, and
therefore surplus-value and commodities’
values, depend partly on the prices of
means of production and labor-power.
Also, the TSSI has been around for more
than three decades. There used to be
passages in Marx's texts that TSSI
research hadn’'t adequately explained, and
relevant texts that hadn’t been studied. But
that’s no longer the case.

But | think you're referring to something
much broader: economic research, and
other social-scientific and philosophical
research, that is based on Marx's value
theory as understood by the TSSI. In this
broader sense, pretty much everything is a



weak point, and pretty much everything
needs more investigation.

The foremost reason why there has been
so little progress is that the TSSI has
confronted a lot of discrimination and
hostility, not only from bourgeois
academia, but especially from physicalist-
Marxist and Sraffian economists. Students
haven't learned about it from their
physicalist-Marxist and Sraffian
professors, or these professors have told
their students that the TSSI is a “fraud”
and have actively discouraged them from
pursuing TSSI-informed research. Pro-
TSSI contributions have been almost
entirely kept out of their journals and
conferences, and proponents of the TSSI
haven’t gotten jobs at institutions that have
graduate students and significant funding
of research, etc. Indeed, few proponents
of the TSSI have academic jobs of any
kind.

Moreover, physicalist-Marxist and Sraffian
economists have misrepresented what we
say; they’'ve even lied about what we say.
Last year, 15 scholars, not all of whom are
proponents of the TSSI, asked the
physicalist Review of Radical Political
Economics to retract a review of
Reclaiming Marx’s “Capital” that it
published. The review made false and
libelous claims about what | wrote, but the
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journal refused to retract it.** It's not
surprising that such an environment has

resulted in very little progress.

Another reason why there’'s been so little
progress is the general disintegration of
Marxian economics, and a decline in
Marxian scholarship generally, that has
been taking place during the last few
decades, at least in the English- and
French-speaking countries. A third reason
is that the number of people who want to,
or are in a position to, pursue research
informed by the TSSI is much smaller than
the number of people who accept that the
TSSI is correct. Given the manner in which
the TSSI has been “welcomed” in
academia, this isn't surprising, either.

Question 12: As you explained, the roots
of the TSSI go back to the late seventies,
a time when Marxian economics was
completely  dominated by  Sraffian
interpretations of Marx's Capital. The
years between the late seventies and now
can be called the years of the rise of the
project of the TSSI. Looking ahead and
thinking about the next decade, what do
you think will be the next tasks for Marxian
economics? Do you expect some kind

%1 See “Open Letter to the Editorial Board of the
Review of Radical Political

Economics,”
http://lwww.iwgvt.org/rrpe/index.htm.



of permanent  "revival" of  Marxian
economics, perhaps caused by the
ongoing global economic crisis? What's

your personal expectation?

Answer: When | wrote Reclaiming Marx’s
“Capital’—it was completed in 2006—I
wrote it for the future. By that point, | no
longer thought that there was a realistic
chance of a revival, any time soon, of
intellectual work grounded in Marx's
critigue of political economy. And | no
longer thought that there was a realistic
chance that refutation of the myth of
inconsistency would do much good right
now, by impelling academic Marxian
economists to assist, rather than impede,
such a revival, or help reverse the ongoing
disintegration of “Marxian economics.”

Because of the global economic crisis, the
future may be a lot closer than | expected.
But I'm still not optimistic.

The crisis has certainly called dominant
economic theories into question, but
almost all adherents of these theories act
as if it hasn’t. Within the left, including
Marxian economics, the crisis is almost
always depicted as something that calls
into question only the other side,
neoliberal policy and  free-market
economic theory. It's said to be a crisis
caused only by deregulation, the rise of
“finance,” and increasing inequality, but
not by low profitability or other underlying
problems within capitalist production. This
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is what's said by the very people who
claimed, before the crisis, that
neoliberalism was a success in its own
terms! There has been a resurgence of
“Keynesianism” on the left, but no return to
Marx. Academic Marxian economics has
moved so far to the right and so far away
from Marx that not even the biggest crisis
since the Great Depression can change
this.

A turn to Marx might still occur, especially
if no genuine economic recovery takes
place. Young people and regular people
may start looking for answers they aren’t
finding elsewhere. But this is far from
assured. One obstacle is that divisions
between intellectuals and activists have
greatly increased. Another is that so many
different perspectives are contending on
the internet, in a chaotic way, that it's hard
to know what people who are looking for
answers will come across.

Another very important obstacle is that
there has been very little intellectual work
grounded in Marx's critique of political
economy for a generation or longer, so
young people know almost nothing about
it. But that was true in the late 1960s and
early 1970s as well, when some revival did
occur. It didn't last, but that's partly
because of what proved to be a big
mistake: reliance on the resources of
academia—jobs, students, journals, etc.—
in order to revive the Marxian critique of
political economy. The young radical



intellectuals thought that they could use
academia, but it ended up using them.

That mistake can be avoided, but it won’t
be easy. What | call “intellectual
autonomous zones” need to be created
outside of academia, and that will require
significant Sustained
collaborative research is needed, and this
cannot be accomplished by a few
individuals doing such work mostly in their
spare time. The needed resources will
probably have to come from sympathetic
political groups and individuals, but they
will first have to be persuaded that
intellectual autonomous zones are a top
priority.

resources.

Something like this existed during the
Second International, especially in
Germany. It was no panacea, of course—
the Second International collapsed when
World War | broke out. My point is simply
that intellectual autonomous zones are a
realistic possibility. They aren't the only
thing that's needed in order to revive
intellectual work grounded in Marx's
critique of political economy, but | don't
see how there can be a revival without
them. Ideas don't have wings; they need
people and resources to carry them
forward. So | think that the next key task is
to help establish intellectual autonomous
zones.

Question 13: My first personal contact
with the TSSIcame aboutin the late
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nineties when a friend of mine, a student
of economics, told me about
the “International Working Group on Value
Theory" (IWGVT) and | began to search
for further information about it. What |
found was the IWGVT homepage that
helped to understand your interests and
your discussion about different methods
for the reconstruction of Marxian value
theory, in particular "temporalism" versus
"simultaneism." But since 2005 the IWGVT
seems dead, because there are no
more updates on its homepage. So what
happened to the IWGVT, and is there yet
another international forum for TSSI
conferences that connect  people
interested in the TSSI?

Answer: The IWGVT website mostly
contains papers presented at its 10 annual
mini-conferences, which took place from
1994 through 2003. We discontinued the
mini-conferences, and that's a main
reason why there’s been little new content
on the site since then. But the IWGVT isn't
exactly dead; its main current project is a
journal, Critique of Political Economy. The
first volume will appear online very soon.
Among other things, it will carry a dialogue
between proponents of the TSSI and
Patrick Murray, a proponent of the value-
form paradigm. (We invited contributions
from other proponents of the value-form
paradigm as well, but, in the end, received
only his.)

To be blunt, the IWGVT has never been
able to do what it set out to do, hamely to
form a genuine working group of people
engaged with one another to work out
unresolved questions of value theory. The
annual mini-conferences attracted a lot of



people at first, but a large majority of them
just wanted platforms to present their own
work and an opportunity to network. They
didn’t want to sit down together and work
out unresolved issues in a collaborative
way, or even engage with the TSSI and
other interpretations or approaches. There
certainly was very little interest in trying to
get right what Marx’s own value theory
actually was, in order to then assess how
well it holds up. The more we stressed that
the purpose of the mini-conferences is
engagement, the more they went the other
way.

Once they left, the mini-conferences
couldn’t really continue, because there
weren't, and still arent, a lot of
contributions from proponents of the TSSI.
Part of the problem, as | mentioned earlier,
is that few of us have academic jobs, and
those who aren’'t in academia have little
opportunity to do research. But there are
also some people who subscribe to the
TSSI, and who do research, but who have
turned to other issues or who aren’t
interested in collaborative engagement,
and so on. Some TSSI research, and
research informed by the TSSI, still goes
on, but in the form of papers and books by
a few individuals, or, at most, two of us
working together.

Alan Freeman and | are still trying to
improve this situation. Although Critique of
Political Economy isn’t specifically a TSSI
journal or even a Marxist one, several
proponents of the TSSI are on the editorial
board, and a key mission of the journal is
to foster collaboration among us. As we
say in the Mission Statement, “We hope
that, by working collaboratively on and
contributing to the journal, proponents of
the TSSI will be able to turn it into an
ongoing, self-sustaining, research
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program.” But because of the problems |
mentioned above, it's an uphill battle.

Question 14: What are your plans for the
future? Will you go on elaborating the
TSSI in its general form or do you want to
begin to apply your theoretical results
to some empirical investigations? Do you
know of other proponents of the TSSI that
pursue interesting projects in bringing the
TSSI further along??

Answer: The interpretive work on the
guantitative dimension of Marx’s value
theory is essentially complete. Last year,
Changkeun Kim's paper, which we
discussed earlier, raised an important
interpretive issue that we hadn't yet dealt
with, so | won't say definitively that nothing
similar will come along that needs to be
addressed. But Marx's physicalist critics
haven't put forward any challenge to our
interpretation for a decade or more. They
continue to dislike what Marx's value
theory becomes when it's interpreted in a
manner that renders it internally
consistent, but that's a different matter. It's
not a challenge to the adequacy of the
TSSI as an exegetical interpretation.

In light of this, | think there needs to be
less stress on “theory” and more stress on
fighting suppression and the accuracy of
the historical record. Although no one is
actively challenging the interpretive
adequacy of the TSSI, it remains the case
that not a single physicalist critic of Marx
has retracted his or her claims that Marx’'s
theory has been proven to be internally
inconsistent. They either continue to
reassert these claims or they divert from
the issue, making it seem as though
internal inconsistency—their issue—was
never the issue, never their main
justification for suppressing Marx’s theory
and research based on it. As a result, it is
still not well known that the “proofs” of
inconsistency have themselves been
disproved, and the suppression of Marx’s
theory and research based on the
inconsistency allegations continues. So



the crucial TSSI work for today now is the
same as it was five years ago, when |
concluded Reclaiming Marx’s “Capital” as
follows: “the refutations  of  the
inconsistency allegations give us an
excellent opportunity to help turn things
around, provided that we shine a bright
spotlight upon these refutations and keep
it focused upon them, shining brightly, until
the myth of inconsistency is eliminated. It
is up to the present generation to set the
record straight—big time.”

Several proponents of the TSSI have done
work on a fairly wide variety of empirical
and theoretical issues. Some of this work
is related in one way or another to the
TSSI, although I'd prefer to say that it is
rooted in the authors’ understanding of
Marx’s value theory, which includes but
isn't limited to the TSSI. I'm thinking
especially of work done by Guglielmo
Carchedi, Alan Freeman, Paolo Giussani,
and Nick Potts. Potts has done some very
interesting work that explores how Marx’s
value theory, as understood by the TSSI,
helps to illuminate conflicts between
recipients of profit and recipients of
interest—productive and financial capitals,
if you will. Carchedi has been particularly
prolific and his work is wide-ranging, on
everything from epistemology to
intellectual property to European economic
integration. Freeman has begun a
comprehensive critique of equilibrium
reasoning in economics. From what I've
seen thus far, it promises to be the
definitive work on this issue. (Not all of
these people like to characterize their
interpretation of Marx's value theory as
temporal and single-system, but it is.)

As for myself, | recently completed a book
on the underlying causes of the Great
Recession. It will be published next month.
There's a close relationship between some
of it and Marx’s theory as understood by
the TSSI. To explain what that relationship
is, it's helpful to begin with the
conventional wisdom on the left, which
says that the Great Recession and its
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aftermath are a crisis of neoliberalism,
free-market policy, rather than a crisis of
capitalism. This claim, which has some
obvious but very important political
implications, is based on the following
argument: U.S. corporations’ rate of profit
rebounded after the early 1980s, but
investment in production (the rate of
accumulation) did not respond to the rise
in profitability because neoliberal policies
encouraged companies to take their profits
and buy financial assets like stocks and
bonds instead of investing the profits in
new productive assets like equipment and
factories and office buildings. As a result,
economic growth was sluggish and debt
problems mounted.

The problem with this argument is that the
“rate of profit” that rebounded isn't a rate
of profit in any normal sense. The rate of
profit—as businesses (and Marx) use the
term—is temporal: today’s profit as a
percentage of the money that was actually
invested in capital assets in the past. But
the people who claim that the Great
Recession is a crisis of neoliberalism, not
a crisis of capitalism, wrongly use the term
“rate of profit” to refer to something
atemporal: today’s profit as a percentage
of the money that would be needed, today,
to replace the capital assets. In other
words, they value profit and capital
simultaneously.

The same substitution is the trick behind
the celebrated Okishio theorem, which
supposedly proved that Marx’'s law of the
tendential fall in the rate of profit is
internally inconsistent. Marx argued that
technical progress can cause the actual,
temporal, rate of profit to fall. Okishio
“proved” that he was wrong—by showing
that technical progress cannot cause the
atemporal “rate of profit” to fall!

So TSSI research on the interpretive
issues led me to question whether the
actual rate of profit rebounded after the
early 1980s. | found that it did not. If we
use a narrow definition of profit, the rate of



profit failed to recover in a sustained way;
and if we use a broad definition of profit,
more akin to what Marx meant by “surplus-
value,” the rate of profit continued to fall.
And the fall in the rate of profit explains
why investment in production was
sluggish. Since—as | also discovered—
neoliberalism actually did not cause
companies to divert profits from productive
investment into financial instruments, the
entire fall in the rate of accumulation is
attributable to the fall in the rate of profit.
And since the fall in the rate of
accumulation was a major cause of the
slowdown in economic growth and the
mounting debt burdens, the fall in the rate
of profit was, indirectly, a major cause as
well.

By itself, the fall in the rate of profit isn't
evidence that Marx’s law of the tendential
fall in the rate of profit is correct. There are
many different reasons why the rate of
profit might have fallen. But | also found
that Marx’s law fits the facts remarkably
well. Over the long haul, since 1947, very
little of the fall in the rate of profit was
caused by wages increasing at the
expense of profit or by prices rising more
slowly in relationship to labor-time values.
But once we eliminate those factors,
what's left is that the rate of profit fell
because employment grew too slowly in
relationship to  investment (capital
accumulation). This is what Marx’'s law
says, and it's what the facts imply.

Before the latest crisis erupted, | was
beginning to work on the issue of
alternatives to capitalism, and I've recently
returned to it. For me, the key unanswered
guestion is not a question of organizational
forms or who is in control. Under
capitalism, when all is said and done, it is
always the laws of capitalist production,
value production, that are actually in
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control. After all, the capitalist class didn’t
decide to have a global financial crisis and
Great Recession! So | think the key
guestion is is this: What needs to be
changed in order to have a free and
modern society that doesn't operate
according to the laws that govern capitalist
value production, and that doesn't slide
back into capitalism, or something worse,
because it's not economically viable?

It is commonly said that Marx was a critic
of capitalism who had almost nothing to
say about the new society. But that's not
really the case. A great deal of his critique
in Capital and elsewhere was directed
against supposed alternatives to the
current society, such as those put forward
by Proudhon and in the Gotha Program.
He argued again and again that they
wouldn't be viable because they only
address the symptoms, not the causes—
the laws of capitalist value production.
They try to make income distribution “fair”
or try to impose exchange of products
based on the labor actually expended to
produce them, but that's not possible as
long as value and value production
remain. Unfortunately, most of the current
“alternatives” to capitalism have the same
problem.

So Marx’s value theory plays a key role in
my thinking about this question. The TSSI
plays a role as well, at least in the sense
that | wouldnt make an internally
inconsistent theory the ground of my
investigation into alternatives to capitalism!

Thank you very much, Andrew, for this
interview.
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