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ABSTRACT

RETHINKING FINANCIALIZATION THROUGH THE ACTUALITY OF THE
LAW TO THE TENDENCY OF THE RATE OF PROFIT TO FALL

Dundar, Mert Mirag
M.S., The Department of Political Science and Public Administration
Supervisor: Assoc. Prof. Dr. Aylin Topal

Co-supervisor: Assoc. Prof. Dr. Galip Yalman

May 2024, 134 pages

This thesis aims to explain financialization from the perspective of the law of the
tendency of the rate of profit to fall to understand the recent transformation in the
relationship between production and finance. Contrary to the perception of Marx’s
law as an external economic law, this study proposes a methodological approach to
law grounded on the intra- and inter-class struggle that explains not only the
capitalist crises but also transformations occurring in the ‘normal’ course of
accumulation. To this end, it is argued that different conceptualizations of
competition function as building blocks for different theories of crisis while also
influencing the set of premises that is grounded on the different approaches of
financialization. By investigating the transformation in the relationship between
production and finance, it has been concluded that a closer relationship between real
accumulation and fictitious accumulation has been established while different forms
of capital have become more interconnected, resulting in an intensification of
competition. As a result, it is argued that financialization, rather than a spontaneous

phenomenon arising as a result of external economic laws, needs to be understood as



a deliberate capital accumulation strategy and a state project, conceptualized as a
mobilization of the countertendencies against the fall in the rates of profit.

Keywords: crisis theory, rate of profit, financialization, competition, law of the
tendency of the rate of profit to fall



Oz

FINANSALLASMAYI KAR ORANININ DUSME EGILIMI YASASININ
GUNCELLIGI ILE YENIDEN DUSUNMEK

DUNDAR, MERT MIRAC
Yuksek Lisans, Siyaset Bilimi ve Kamu Y 6netimi Bolumu
Tez Yoneticisi: Dog. Dr. AYLIN TOPAL
Ortak Tez Yoneticisi: Dog. Dr. GALIP YALMAN

MAYIS 2024, 134 sayfa

Bu tez, kar oraninin diisme egilimi yasasmin perspektifinden finansallasmay1 ele
alarak, son zamanlarda iiretim ve finans arasindaki iliskide yasanan doniigiimii
aciklamay1 hedeflemektedir. Marx'in yasasinin digsal bir ekonomik yasa olarak
kavramsallastirilmasima karsin, bu caligma sadece kapitalist krizleri degil, aym
zamanda birikimin 'normal' seyrinde meydana gelen doniisiimleri de agiklayan, sinif
ici ve smiflar aras1 miucadeleye dayanan yontemsel bir yasa kavramsallastirmasini
onermektedir. Bu amagla, farkli rekabet kavramsallagtirmalarinin farkl kriz teorileri
icin yap1 tasi islevi gordiigii ve aym1 zamanda farkli finansallagsma yaklagimlarinin
varsayimlarini etkiledigi savunulmaktadir. Uretim ve finans arasindaki iliskide
yasanan doniisiim incelenerek, gercek birikim ile fiktif birikim arasinda daha yakin
bir iligki kuruldugu, farkli sermaye bigimlerinin birbiriyle daha baglantili hale geldigi
ve bunun da rekabetin yogunlasmasiyla sonuglandigi iddia edilmektedir. Sonug
olarak, finansallasmanin, digsal ekonomik yasalarin sonucunda ortaya ¢ikmis

kendiliginden bir olgu olmaktan ziyade, kasti bir sermaye birikim stratejisi ve devlet

Vi



projesiyle kar oranindaki disiisii engellemek igin karsit egilimlerin mobilizasyonu

olarak ele alinmasi gerektigi savunulmaktadir.

Anahtar Kelimeler: kriz teorisi, kar orani, finansallasma, rekabet, kar oraninin

diisme egilimi yasasi
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CHAPTER 1

INTRODUCTION

Capital tried to become clean: profits could be yielded much more easily in
financial investments... Capital's attempt to 'liberate’ itself from the contested
terrain of exploitation and to go beyond itself by asserting itself in its most
'rational' form of money capital indicates the power of labour's
insubordination. (Bonefield & Holloway, 1996, p. 213)

Understanding the causes of crises has always been essential for economists,
regardless of their class belongings. The mainstream approach to crises mainly
focuses on particularities as the cause of the crisis, whether it is the fault of
policymakers or something outside of the so-called 'self-regulating market,” which is
assumed to deviate only in the case of external causes. However, these particularistic
explanations shadow the crises-ridden nature of capitalism. To reveal the crises-
ridden nature of capitalism, it is necessary to identify the common cause for these
recurrent crises rooted in the capitalist mode of production. Only after identifying the
common cause of these recurrent crises, one can find out the unique aspects of each

crisis.

Marx put forward the law of the tendency of the rate of profit to fall (LTRPF) to
reveal the contradictions that are inherent in the capitalist relations of production,
which leads to recurrent crises. Marx discusses the LTRPF along with its internal
contradictions and its counter-tendencies to demonstrate that the law should not be
perceived as leading towards an absolute fall in the rate of profit. His objective is not
to prophecy-telling but to reveal the inner tendencies of capital accumulation, its
laws of motion, and its crisis-ridden nature. That is why Marx identifies with the
LTRPF not only the downward tendency of profit rates but also the increasing
productive capacity of labour, the rising number of the reserve army of labour, the

ever-growing mass of surplus value, and contradictions among each.



The LTRPF has been thought in the literature predominantly in relation to explaining
the causes of crises. Thus, the role of the LTRPF in explaining the phenomena that
occur in the capitalist mode of production or structural changes has been overlooked.
This limited view of the LTRPF, along with the counter-tendencies, led to
conceptualising the law as an external economic law that operates separately from
class struggles (Holloway, 1996). Moreover, this approach also conceptualises crises
as a deviation from the normal course of accumulation. Therefore, it is essential to
conceive the LTRPF as inherent to the class struggle and explore its role not only in
crises of capitalism but also in changes in the ‘normal course’ of accumulation to
demonstrate the actuality of the LTRPF.

One of the most highlighted structural changes in the capitalist mode of production
in recent periods has been financialization. The common definition of
financialization, which became more prominent in the literature, particularly after the
2008 crisis, focuses on the quantitative expansion of the financial sector and its
activities (Epstein, 2005). However, this definition fails to fully capture the deeper
structural changes in social and economic relationships brought about by
financialization. Marxist approaches, on the other hand, have attempted to place
financialization and the quantitative and qualitative expansion of finance within a
broader theoretical framework to understand its impact on capitalist relations of
production. Nevertheless, to the extent that financialization is seen as finance gaining
independence from the sphere of production, discussions on financialization have
failed to address the changes that financialization has brought about in capitalist
relations of production. Another approach which sees the financialization as merely
the epiphenomenon of the stagnating tendencies in the sphere of production fails to
go beyond the speculative and disruptive aspect of financialization (e.g., Sweezy,
1994; Brenner, 2000; Harman, 2009; Savran, 2013).

Particularly with the effect of the 2008 crisis, financialization has been dealt with
solely in its speculative nature and focused on its disruption of capitalist production.
Therefore, critics of this process claimed that financialization increased the volatility
of the economy with the rise in speculation, resulting in increased fragility and
susceptibility to the crisis, while others suggested that the process has resulted in the
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autonomy of the financial sector from production. On the other hand, financialization
has been defined as a signifier of the new epoch in capitalism (e.g., Arrighi, 1994;
Boyer, 2000; Fine, 2010). Some even went far as to claim that exploitation and
sources of profits transformed into a new dimension with financialization (see
Lapavitsas, 2009, 2011, 2013). Furthermore, there have been contributions to the
impact of financialization on spheres outside of finance. These contributions range
from the financialization of everyday life (e.g., Martin, 2002), where there has been
an immense rise in the participation of workers in the financial sector primarily
through debt but also with other instruments such as insurance companies, to the
financialization of the productive sector (e.g., Krippner, 2005; Duménil & Lévy,
2011b), where companies turning to self-financing through the stock market rather

than relying on acquiring debt through banks.

In the thesis, financialization will be located within the capitalist relations of
production while establishing its reciprocal relationship with tendencies in the sphere
of production. Accordingly, financialization will be investigated from the perspective
of the LTRPF through Marx’s conceptualization of competition. By doing so, the
thesis will aim to reach an understanding of financialization “as a development
within, rather than a distortion of, capitalist production” (Sotiropoulos & Lapatsioras,
2014, p. 87). To achieve this, it is necessary to analyse the alterations that occurred
with financialization in the relationship between real accumulation and fictitious
accumulation. As Bryan and Rafferty (2006) claim in the case of derivative
markets, commensurability across time and space leads to the intensification of
competition across capital forms. The intensification of competition puts pressure on
each form of capital to become more profitable, while at the same time, capital that
fails to achieve this rate of profitability faces the threat of devaluation. On the other
hand, with the accumulation of fictitious capital and interest-bearing capital with the
maintenance of low-interest rates, capitals with lower rates of profit are constantly
postponing their bankruptcy. From this point of view, it will be argued that with
financialization, different forms of capital become more interconnected while a
closer relationship between real accumulation and fictitious accumulation has been
established. Finally, it will be argued that this process of financialization is not a

spontaneous phenomenon resulting from external economic laws but rather a
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‘deliberate capital accumulation strategy’ and a ‘state project’ that needs to be
conceptualised as a mobilisation of a counter-tendency against the decline in profit

rates.

It is essential to comprehend the differences between different crisis theories and
various approaches to financialization. The thesis will argue that one of the major
differences lies in the different conceptualisations of capitalist competition.
Therefore, it is crucial to distinguish different types of competition to reach a better
understanding of the methodological difference and the impact of new imperatives of
intensification of capitalist competition with financialization, which has challenged
and reformulated the existing social relations with direct consequences for class
struggle. The neo-classical theory of perfect competition conceptualises competition
as a hypothetical perfect market structure where small firms do not have any power
to control and manipulate prices or to exert pressure on other firms and consumers in
that sector. The idealised version of competition of neo-classical theory leaves no
room for monopolies and places firms as price-takers. That is why monopolies are
seen as deviations from the competition. On the other hand, the conceptualization of
competition, a generally neglected area within Marxism, has remained secondary,
especially in the first half of the 20th century. This resulted in the rise of monopoly
theories, which viewed monopolies as ‘imperfections’ in the market and accepted
certain assumptions of the neo-classical model of perfect competition, including
some of the important elements such as the conceptualization of competition as an
“end-state” (Blaug, 2013, p. 113) and firms as price-takers. On the other hand, Marx
defines competition as a dynamic process with both equilibrium and disequilibrium
tendencies rather than a static equilibrium in the market. For Marx, competition and
monopolies can exist alongside each other while creating and destroying each other

and in a contradictory unity.

Chapter 2 of the thesis will cover the discussions on crisis theories. The first section
will start with an explanation of Marx's writings on the LTRPF. Afterwards, the
following section will delve into the debate on the law, covering criticisms against
the LTRPF and answers to those criticisms. Theories of ‘underconsumption,” which

may be considered the dominant tendency in Marxist literature, will be evaluated and
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compared with the LTRPF while covering the alternative approaches to the crisis
theory, including disproportionality, profit-squeeze, and labour-power shortage and
multicausal theories of crisis. The last section of the chapter will cover the
discussions on the conceptualization of the LTRPF, economic crisis and its
relationship with the political crisis; while offering a methodological approach,

without conceiving the law as an external economic law.

Chapter 3 of the thesis will delve into various conceptualizations of competition. In
the first section of the chapter, an overview of the main theories of competition will
be briefly explained, encompassing classical, neo-classical, imperfect, and the
Austrian School's theory of competition. Moreover, the distinctive attributes of each
theory will be laid out. The subsequent section will discuss Marx's conceptualization
of competition and analyse its significant distinctions from alternative theories.
Finally, the ways in which distinct conceptualizations of competition influence the
various crisis theories and approaches to financialization while also serving as a

pathway to comprehend their relationships will be discussed.

Chapter 4 of the thesis will cover the discussions surrounding financialization.
Firstly, there will be a brief introduction to the Marxist and other heterodox
approaches, within the categorization of ‘financialization as a signifier of the new
stage in capitalism’ and ‘financialization as an epiphenomenon of the stagnating
tendencies.” Then the next section will compare and contrast the three main
approaches of Ben Fine, Costas Lapavitsas, Dick Bryan and Micheal Rafferty to
financialization in Marxist literature while attempting to relate their arguments to the
debate on the Marxist crisis theories. The last section of the chapter will attempt to
reach an understanding of financialization from the perspective of the LTRPF. It will
be argued that financialization needs to be conceptualized as a mobilisation of the

counter-tendency against the falling profit rates.



CHAPTER 2

IN DEFENCE OF THE LAW OF THE TENDENCY OF THE RATE OF
PROFIT TO FALL

This chapter primarily focuses on the debate on the Marxist crisis theory. In the first
section of the chapter, Marx’s explanation of the LTRPF is evaluated. Afterwards the
debate in the literature surrounding the LTRPF is evaluated. While covering
alternative crisis theories, including disproportionality, profit-squeeze, labour-power
shortage and multicausal crisis theory, special attention will be paid to the theories of
underconsumption as the most prevalent approach alongside the LTRPF within
Marxist crisis theories. Finally, a new methodological approach is proposed for the

conceptualization of the law as such.

2.1.  Marx's Writings on the LTRPF

While explaining the philosophy of internal relations, Ollman (2003) gives examples
of Marx's usage of the concept of capital in various ways. Unlike economists who
define capital as a thing that exists independent of social relations, Marx defines the
concept of capital as a relation and as a process. With the methodology Ollman
describes above, Marx conceptualises labour and capital as different expressions of
the same relation (Marx, 1981). Analysing different expressions of capital in
different moments, Marx identifies two components of capital, which are constant
capital and variable capital. While constant capital consists of raw and auxiliary
materials with the instruments of labour, variable capital consists of labour power.
Constant capital, which is represented by means of production, does not "undergo
any quantitative alteration of value™ in the process of production; variable capital
"both reproduces its own value and produces an excess, a surplus-value" (Marx,

1982, p. 317). Moreover, the time spent by labour-power in the reproduction of its



own value is defined by Marx, as paid labour, and the time spent in which workers
produce surplus-value for capitalists is defined as unpaid labour.

Marx explains that the mass profit of capitalists came from surplus-value.
Accordingly, the rate of surplus-value (exploitation rate) is defined as the proportion
of surplus-value to money spent on labour-power. Since the goal of the capitalist
mode of production is the production of surplus-value, capitalists try to maximize the
value appropriated by labourers. Marx identifies two distinct ways to increase
surplus-value in the production process. The production of absolute surplus-value
can be achieved by either prolonging the working day or decreasing the wages of
workers below the value of the labour-power and ultimately decreasing the value of
the labour-power itself. On the other hand, the production of relative surplus-value
can be achieved by increasing the intensification and productivity of labour. It is
important to remember that the production of absolute and relative surplus-value is
not determined by mathematical equations; it is rather determined by the power
relations between capitalists and workers. To avoid the terrain of class struggle to
gain the absolute surplus-value, capitalists are inclined to prefer to gain relative
surplus-value through technological innovation in the process of production (Harvey,
2010, p. 169). By introducing new techniques in the production process, capitalists
are able to spend less on labour-power relative to the instruments of labour in
producing a single commodity. That is why Marx considers capital as having an
"immanent drive, and a constant tendency, towards increasing the productivity of
labour, in order to cheapen commodities and, by cheapening commodities, to
cheapen the worker himself" (Marx, 1982, pp. 436-437). The production of relative
surplus-value for capitalists will lead to a rise in the proportion of constant capital
relative to the variable capital in a single commodity. In other words, there occurs a

rise in the organic composition of capital with the development of capitalism.

As mentioned above, increasing the productivity of labour by introducing new
techniques in the production process increases the mass of surplus-value
appropriated by the capitalist. However, the process has a two-fold effect.
Decreasing the share of labour also leads to a lower share of surplus-value in the

commodities. Nevertheless, the reasons which leads to the capitalist introducing and
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employing new methods that lower its rate of profit needs to be explained. Marx
(1991) explains the two-fold effect in the rate and mass of profit by assuming a
capitalist introduces a new method that cuts the share of labour relative to the means
of production. The capitalist would be able to produce this commodity below the
average production cost in the market. Since the value of a commodity is determined
by the socially necessary labour-time to produce the commodity, the capitalist can
gain extra profit by selling the commodity above its production cost. The capitalist
can do this since the socially necessary labour-time is higher than the labour time
required for the new methods of production. The temporary situation will last until
the competitors in the market implement the new method. Afterwards, the socially
necessary labour-time to produce the commodity will cheapen, and the capitalist will
be forced to sell the commodity at its value which became equivalent to the

production cost.

The immanent drive of capital to appropriate more surplus-value from workers by
introducing new methods that increase the constant capital relative to the variable
capital will result in lower rates of profit. This constitutes the basis for the LTRPF.
Marx explains that even though the rate of profit falls with the introduction of
labour-shedding technologies, the mass of profit, i.e. the mass of surplus-value, can
still be increased. Moreover, Marx argues that "this not only can but must be the
case- discounting transient fluctuations — on the basis of capitalist production”
(Marx, 1991, p. 324). The contradiction that lies in capitalist production has a two-
fold effect: the mass of surplus-value increases while at the same time the rate of
profit falls. The two-fold effect explains that as capital accumulates, it also becomes
more prone to crises. Also, the mass of use values increases; it even increases more
than the amount of increase in mass of value with the new techniques being used in
the production. That is why Marx calls the LTRPF "an expression peculiar to the
capitalist mode of production of the progressive development of the social

productive power of labour" (Marx, 1982, p. 319).

After explaining the law as such with its varying effects, Marx sorts six
countertendencies to the LTRPF. First, capital can raise the level of exploitation by

prolonging the workday, thereby increasing the rate of surplus-value appropriated



without any change in the proportion of variable capital to constant capital. However,
Marx contends that it can also diminish the mass of surplus-value as less labour is
utilized for the same amount of advanced capital. Secondly, capital can also augment
the degree of exploitation by decreasing the wages of workers below the value of
labour-power. Thirdly, in some instances when, the growth in the mass of the
elements of constant capital can coincide with a decrease in their value, which results
in the cheapening of the means of production and potentially raising the general rate
of profit.! According to Marx (1982), as capitalism progresses, the increase in the
productive capacity of labour would correspond to the increase in the reserve army
of labour. The abundance of labour-power would result in the cheapness of wages,
which operates as a countertendency. Fifth, Marx identifies foreign trade as one of
the methods to cheapen the means of production and raise the rate of surplus-value.
Alongside these five countertendencies, Marx put forward another countertendency:
the increase in stock capital. Due to the lack of clarity on Marx's definition of growth
in stock capital, there has not been a consensus among scholars in literature.
Consequently, several authors have excluded the rise in stock capital when sorting

out the countertendencies.?

Marx frequently employs the concept of law to characterize the capitalist relations of
production and the tendencies of capital. Marx's primary objective in writing Capital
can be described as revealing the laws of motion of capitalism. The labelling of the
tendency of falling profit rates as a ‘law’ has led to debates in literature regarding
how this law should be conceived. Additionally, there have also been discussions
about the validity of comparing the LTRPF to the law of gravitation (see Kliman,
2015; Callinicos & Choonara, 2016; Harvey, 2015). However, Marx explicitly lays
out the concept of the law as a tendency in the writings of Capital (Fine & Harris,
1979). According to Marx, the law corresponds to the existence and movement of

particular norms, patterns, and inclinations rather than an absolute motion (Mateo

1 Marx distinguishes between the increase in the quantity of constant capital elements and its
alteration in terms of value by identifying two distinct forms of capital composition: the technical
composition of capital and the value composition of capital (see Fine & Harris, 1976).

2 See for an extensive discussion on the increase in the stock capital as a sixth countertendency:
(Bucchianico & Salvati, 2023)



Tome, 2018). Burkett (2000) elucidates that Marx's usage of law diverges
significantly from Newton's usage of law, instead aligning with Hegel's application
of law, which implies that "a law, in contrast to a rule, describes self-movement

rather than externally driven movement” (p. 384).

When discussing the LTRPF, Marx did not view the law as an absolute fall but rather
aimed to describe the inherent tendencies of capital, similar to how Hegel used it.
Moreover, As Fine and Saad-Filho (2010) explain, Marx does not pursue a method in
which he algebraically adds up the law itself with countertendencies and decides
which is more robust. On the contrary, while discussing distinctive effects that can
counteract the fall in the rate of profit, Marx emphasizes multiple times that the same
factors that lower the rate of profit can also moderate or paralyze its effects. Hence,
Fine and Harris (1979) argue that the law needs to be named as ‘the law of the
tendency of profit rates to fall and its counter-tendencies’ to show the inseparability
of the law itself and its countertendencies. Similarly, Grossmann put out a more
fitting analogy than the law of gravitation by referring to the LTRPF as “the law of

entropy of capitalist accumulation” (Grossmann, 1992, p. 101).

2.2. Debate on the LTRPF

Other than the LTRPF, different approaches within Marxism have been developed to
explain the emergence of crises in capitalism. In fact, even though prominent
Marxists from the late 19" century and the early 20" century had not rejected the
validity of the LTRPF, they did not consider the law as the foundation of their crisis
theory (Burris, 2011; Clarke, 1990). Rather, they were focused primarily on
underconsumption and disproportionality in explaining crises, with the exception of
Henryk Grossman. Grossmann gave special emphasis on the LTRPF to illustrate the
crisis-prone nature of the capitalist mode of production. Against Otto Bauer, who
built a model to demonstrate that capitalism can survive without crises of
underconsumption to refute Luxemburg's theory of crisis, Grossman argued that
capitalism inevitably reaches a point where it cannot sustainably increase the mass of
surplus-value, thus leading to crisis (Sablowski, 2023). Grossmann not only refuted

Bauer's model but also demonstrated that over a certain period of time, the fall in the
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rate of profit would make it impossible for added capital to valorise, which leads to
the contraction of a mass of profits (Mavroudeas & loannides, 2006). Grossmann's
model also received many criticisms for its implicit assumption of Say's law and its
assumption of a constant rate of surplus-value, which contradicts the mechanisation

attempt of capital to increase the relative surplus-value (Itoh, 1980).

Only after the crisis in the 1970s, when there was a growing interest in Marxist
literature towards crisis theories, did the LTRPF started to be discussed widely. Paul
Mattick, by adhering to Grossmann’s writings on the LTRPF, sought to demonstrate
the ineffectiveness of state intervention in preventing crisis during the so-called
‘golden age’ of capitalism. Mattick differed from Grossmann by locating the law to
explain the ‘cyclical’ characteristic of accumulation and crises in capitalism (Wolfe,
1986). On the other hand, David Yaffe underlined the relationship between the rate
and the mass of profits and emphasized that the LTRPF needs to be considered in
relation to the overproduction of capital. “Existing capital is at the same time too
small and too large. It is too large in relation to the existing surplus-value, and it is

not large enough to overcome the lack of surplus-value.” (Yaffe, 1972, p. 204).

As the LTRPF started to receive significant attention in Marxist economic theory,
many studies have attempted to investigate the changes in the rate of profit during
long periods. While most of the studies that deal with the behaviour of the profit rate
support the LTRPF, these studies contain some limitations. First, most of the studies
deal with the profit rates for specific countries rather than the world rate of profit.
While these studies could explain particular characteristics in the economy of the
respective country, they may distort the overall trend in the profit rates because of
the particularities of the specific country. Recently, some studies tried to calculate
the rate of profit for the world economy and show a downward trend in profit rates
(Basu et al., 2022; Li et al., 2015; Maito, 2014, 2018; Roberts, 2020).

The studies that calculated the profit rates of the world or national economy also
have some limitations due to the availability of data to calculate the rate of profit
correctly. Among the problems, the most significant and controversial one is the

different calculations of the rate of profit. As merely productive labour can create a
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surplus-value, there is a need for the exclusion of the unproductive sectors in
calculation. However, it is not easy to distinguish between the productive and
unproductive sectors, which leads to different interpretations in the literature.
Furthermore, as Harvey (2016) indicates, many workers spend their labour-power in
both productive and unproductive ways during the workday which makes it
impossible to completely separate these sectors. On the other hand, some studies
(e.g., Roberts, 2011, 2016b) do not even exclude unproductive sectors since it is
argued that the overall trend of profit rates can be seen in the entire economy. This
may result in varying rates of profit in different studies since there has been an
expansion of unproductive sectors starting with the 1980's. (Savran & Tonak, 1999).
Another problem arises from the different usage of capital stock data, as there has
not been a consensus in the literature regarding whether historic cost or current cost
should be used. Furthermore, as Shaikh and Tonak (1996) indicated, the definition of
data in the official national accounts significantly differs from Marxian categories.
On the other hand, the relationship with value and price constitutes an extensive
problem in Marxist economic theory which makes it questionable for the LTRPF to
be empirically provable. Also, these data do not include illegal economic activities,
which are more profitable compared to the most sectors (Harvey, 2016). From
different interpretations of various concepts and different usage of data, there have
been several measurements of profit rates. None of these different interpretations and
measurements should be seen as the single true measurement of profit rate; instead,
these differences are needed to address different questions (Kliman,
2010). Nevertheless, the debate on the trajectory of the rate of profit in capitalist
economies becomes more barren as different methods of calculations yield different
results which makes it harder to ‘empirically prove’ the validity of the LTRPF.
Nevertheless, particularly with the goal of empirically proving the validity of the
LTRPF by attempting to calculate the trajectory of profit rates in capitalist
economies, the debate around the LTRPF has become rather barren as different

methos of calculation yield differing results.

Apart from countertendencies that Marx put forward, some scholars have introduced
new countertendencies to the LTRPF. For instance, improvements in production and

circulation processes, such as just-in-time manufacturing introduced in Japan, can
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function as a countertendency for the fall in the rate of profit by decreasing the
turnover and circulation time of capital. In addition, huge capital investments in the
arms industry could prevent the rise in the organic composition of capital and can be
counted as a countertendency (Brenner & Probsting, 2008). On the other hand,
privatizations of state-led industries in the neo-liberal era led to more profitable
options for capital, which increased the mass of surplus-value but had an adverse
effect on profit rates (Savran & Tonak, 1999).

2.2.1. Critiques against the LTRPF

The LTRPF also received many criticisms within Marxist literature. Michael
Heinrich (2013), who is one of the scholars studies at MEGA (a project that aims to
produce a historical-critical edition of the works of Marx and Engels), argued that
Engels was responsible for the LTRPF to become the basis for the Marxist theory of
crisis since the third volume of Capital published under Engels's editorship after
Marx's death (Heinrich, 2013). Heinrich claimed that Marx had doubts about the
LTRPF, which he abandoned in his later works. Heinrich also criticized Marx's
reasoning on the LTRPF as inconsistent and insubstantial. Heinrich contended that
Marx does not offer a reason why the ‘law as such’ outweighs the other
countertendencies. Moreover, according to Heinrich (2013), the LTRPF is "a very
reaching proposition which cannot be empirically proven or refuted." He further

argued that there is not a coherent and complete theory of crisis in Marx's writings.

The sceptics of the LTRPF embraced Heinrich's arguments. For instance, David
Harvey argues that there is no single causal theory of crises (Harvey, 2016). For
Harvey, the LTRPF should be treated as contingent rather than a definitive
proposition. That is why he argues that crises that emerge from this mechanism are
relatively rare. He argues that the trend in the Anglo-Saxon school towards the
LTRPF arises from a mechanical understanding of Marxian political economy.
Harvey also comments on the evidence of the downward trend in the rate of profit.
He questions the validity of the data and states that the downward trend can be the
result of another mechanism than the rise in the organic composition of capital,

which the LTRPF indicates. Particularly, Harvey argues that a growing labour force
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could prevent the rise in the organic composition of capital, contrary to the claims of
the law's proponents. Harvey (2021) later criticized the proponents of the LTRPF and
the proponents of theories of Monopoly Capital that by choosing one side of the
contradiction between rate and mass, they exclude any other possibilities and "create
a one-dimensional theoretical structure." Although Harvey seems to accept some of
Heinrich's arguments, he does not directly oppose the tendency of the falling rate of
profits. Instead, he opposes the LTRPF being the only explanation for every crisis in

capitalism.

Michael Heinrich was not the first to see the LTRPF as indeterminate (see also:
Hodgson, 1974; Itoh, 1980). Paul Sweezy (1942), in The Theory of Capitalist
Development, argues that the percentage of surplus-value can increase more than the
percentage of the organic composition of capital, which leads to a rise in profit rates
as opposed to what Marx argued. We can see a similar emphasis on rising surplus-
value in Monopoly Capital, "What is most essential about the structural change from
competitive to monopoly capitalism finds its theoretical expression in this
substitution” (Baran & Sweezy, 1966, p. 72). Sweezy and Baran argue that although
the LTRPF could be valid for ‘competitive capitalism,” ‘the law of rising surplus-
value’ suits better for monopoly capitalism.

Another point of critique of the LTRPF has been oriented toward Marx’s assumption
of technical innovations leading to the rising organic composition (Hodgson, 1974).
It has been argued that technical innovations in the production process, which
increase productivity, not only cheapen commodities but also ultimately cheapen the
value of workers’ means of consumption that are necessary for the reproduction of
the value of labour-power (Miller, 1995). Therefore, every increase in the amount of
constant capital with technical innovations necessarily involves the cheapening of

labour-power and a rising rate of surplus-value.

Moreover, it has been argued that the effect of the cheapening of the means of
production has been underestimated and that it would potentially prevent a fall in the
rate of profit, even though it has been considered as a countertendency by Marx to

the law of falling rates of profit (Brewer, 1995, p. 137). Furthermore, so-called
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‘capital-saving’ technological changes have been underlined for the cheapening of
constant capital, which acts as a countertendency against the law as such (Blaug,
1985, p. 250).

One of the most important criticisms of the downward trend in profit rates in the
literature appears to be the Okishio theorem. Okishio argued that capitalists would
not choose a new technique in the production process that would lower profit rates.
In his calculations based on the Neo-Ricardian Sraffa model with a given real wage,
Okishio claimed that profit rates would not fall across the capitalist economy with
the new technique. Although this theorem attracted a lot of attention at first, it
received a lot of criticism from the proponents of the law, particularly the assumption
of real wages and that higher profit rates would be preferable to lower production
costs due to competition (Shaikh, 1978). Moreover, Clarke (1994) argues that the
importance of the Okishio theorem has been exaggerated as it assumes a general
equilibrium. However, the main discussion point on the Okishio theorem revolves
around the so-called ‘transformation problem of values to the production prices,’

which various positions exist.

2.2.2. Responses to the critiques

Various proponents of the LTRPF responded to these criticisms. One of the most
significant criticisms against the LTRPF has been whether the rise in the rate of
surplus-value could cancel the fall in the rate of profit. Kliman et al. (2013)
suggested that these mathematical calculations violate the crucial premise of the
LTRPF because they presume that capital is “dis-accumulated”. Sam Wailliams
(2013) further argues that these criticisms contradict the premises of the capitalist
mode of production. Heinrich's claims about the influence of Engels's editorship in
volume 3 of Capital and Marx's abandonment of the law in his later works are
heavily criticized by various scholars (Carchedi & Roberts, 2013; Kliman et al.,
2013; Williams, 2013). Kliman and his colleagues (2013) argue that Heinrich
misunderstood the LTRPF, which is why he expected proof of the law. However,

they argued that, for Marx, the law is rather an explanation than a prediction. On the
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other hand, Carchedi and Roberts (2013) agree that the law must have predictive
value and be subject to falsification. They assert that there is sufficient data to
confirm the validity of the LTRPF.

As one of the most prominent Marxist political economists, Harvey's critiques
received significant attention. Most of the critics were focused on Harvey's
accusations against mono-causality. It has been argued that the LTRPF does not
operate external to the other causes of crises, such as speculative aspects of financial
markets or enormous debt burden, but these other causes should be considered in
relation to the LTRPF (Callinicos & Choonara, 2016; Kliman, 2015). On the other
hand, some argue that there must be common aspects of the recurrent crises (Roberts,
2016a). Roberts argues that sufficient data exist in the literature to demonstrate that
the fall in the rate of profit results from the rise in the organic composition of capital.
Moreover, Kliman (2015) suggests that Harvey's argument on the rise in the labour
force does not prevent the rise in the organic composition of capital, and Harvey

confuses the rate and mass of profit.

Jim Miller (1995) criticizes Sweezy's arguments on the relation between the organic
composition of capital and surplus-value as Sweezy's misinterpretation of Marx.
Miller argues that Sweezy mistakenly conceptualizes these forces as independent
from each other. On the other hand, Shaikh (2016) argues that Baran and Sweezy's
arguments on structural change within capitalism from competitive capitalism to
monopoly capitalism are based on the view that "competition is as applicable to a
fictitious nineteenth-century era but not thereafter” (p. 356). However, these views
are based on Baran and Sweezy’ conceptualization of competition as perfect
competition, which is not valid for any era of capitalism. Once we accept that
competition and monopoly coexist alongside each other, it becomes clear that Marx's

law is still central to capitalism (Roberts, 2021).

The criticisms against Marx’s justification of the rising tendency of organic
composition contain significant problems. Firstly, even though increasing
productivity leads to the cheapening of the value of labour-power through the

cheapening of workers’ means of consumption, their effects are secondary and lower
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compared to the cheapening of means of production (George, 2013). Secondly, the
confusing ideological connotations of the concept of ‘capital-saving’ technological
change which contradicts the labour-theory of value has been underlined both by
Yaffe (1973, p. 198) and Phadke (1977, p. 40). Although Marx does not explicitly
point this out, his distinction between the different compositions of capital
necessarily involves a potential cheapening in both the value of labour-power and the
value of the means of production (Fine & Harris, 1976). While in the increase in the
technical composition of capital, Marx refers to technical advances that reduce the
share of labour when describing the ratio of constant capital to labour-power in terms
of mass and volume, in the value composition of capital, which refers to the ratio of
fixed capital and labour-power in terms of value, it is not their ratio in terms of
volume or mass but their ratio in terms of value. For Marx (1982), only if the
technical change which increased the technical composition of capital would reflect
itself in value terms would result in the organic composition of capital: "The organic
composition of capital is the name we give to its value composition, in so far as this
is determined by its technical composition and reflects it" (p. 245). Therefore, Marx
considered both the cheapening of the value of labour-power and means of
production and distinguished the increase rate between technical composition and
organic composition of capital. Yaffe (1973) explains the distinction between

different compositions of capital as follows:

This latter process, accompanied by an increase of the mass and volume of
means of production, is also the basis of Marx’s argument that the organic
composition of capital, insofar as it is determined by the technical
composition, will rise, although not as fast as the technical composition, due
to the increasing productivity of labour. (p. 194)
As Marx indicated, the devaluation of capital results in a decrease in the organic
composition of capital, which leads to a rise in profit rates. Similar to the rise in the
rate of surplus-value, devaluation of capital is one of the ways for capital to
overcome crises by restoring profit rates. Whether capitalism managed to overcome
the crisis of the 1970s, and if so, how it achieved this, has received significant
attention with various interpretations in literature. It was stated in the literature that
"the main achievements of neoliberalism have been redistributive rather than

generative" (Harvey, 2007, p. 153). Based on this view, most of the literature shares
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the common belief that neoliberalism could manage to restore the profit rates with
the rising rate of surplus-value (See: Duménil & Lévy, 2002; Economakis et al.,
2010; Mohun, 2008; Moseley, 2008, 2013; Shaikh, 2011). However, some scholars
claim otherwise (Bakir & Campbell, 2009; Kliman, 2010, 2015b). While one of the
reasons for the different results of these studies stems from differences in a
measurement (historic cost or current cost of fixed capital), Kliman (2010) argues
that some scholars cherry-picked the data they used to justify their approaches.
Kliman (2010) and Savran (2013) argue that the lack of devaluation of capital in the
crisis during the '70s resulted in low rates of profit and growth in neoliberalism.
However, Economakis and his colleagues (2010) suggest that during ‘Volcker
Shock’, high rates of interest in the U.S. led to the destruction of less productive

capital from 1983 to 1992 to some extent.

Most of the studies that claim restoration of profit rates with the beginning of the
neoliberal era argue that redistribution of income from wages to profits occurred
during the period (Magdoff & Foster, 2013). However, Kliman (2010) suggests no
significant decline happened in labour share even though most of the studies suggest
otherwise. However, some scholars suggest that the data could be misguiding
because the top-level managers’ wages, who received much more income in
neoliberalism, are counted as part of the wages rather than profits in most of the data
(Duménil & Lévy, 2011a). However, how much the increasing rate of exploitation
could manage to reverse the tendential fall in the profit rates should still be
investigated further. Consequently, the differences among the approaches to the
1970s crisis inescapably influence the approaches towards 2008's crisis. However,
the discussions surrounding the LTRPF with the 2008 crisis need to be considered in
relation to financialization. Therefore, these discussions will be explored further in

chapter 4.

Marx's law also occupies a critical position in state theories. Although others also
recognized the importance of the LTRPF in analysing the capitalist state (see:
Poulantzas, 2008), Joachim Hirsch was the one who put the LTRPF at the centre of
his analysis of the state. For Hirsch (1978), both the law as such and
countertendencies are key for understanding the development of the state. Hirsch
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argued that the tendency of the falling rate of profit, as the expression of the crises-
ridden nature of capitalism, necessitates the reorganization of both relations of
production and reproduction, which is related to the mobilization of
countertendencies (Hirsch, 1978). Hirsch, by criticizing the view of the state as an
institutionalization of general interests of capital, offers a valuable approach to state
theory, which "contradictions of the capitalist society as being reproduced within the
state apparatus™ (Holloway & Picciotto, 1978, p. 25). However, as Holloway and
Picciotto (1978) criticize, Hirsch experiences problems operationalizing his approach
to ‘mobilization of countertendencies’ by separating class struggle and accumulation.
A similar critique came from Bob Jessop, who argues that this approach "operates

with an unduly restricted view of class struggle” (Jessop, 1990, p. 41).

2.3. Alternative Marxist Crisis Theories

There exist different classifications for Marxist crisis theories. These theories of
crisis all attempted to explain crises of capitalism through overaccumulation with
reference to Marx, whether in the form of overproduction of things or
overaccumulation of capital in the form of constant capital. For example, Itoh (1980)
divides Marxist crisis theories into two: ‘the excess commodity theory’ and ‘the
excess capital theory’. While the excess commodity theory consists of theories of
underconsumption and disproportionality, the LTRPF and the labour-power shortage
theory are included in the excess capital theory. Shaikh (1978), on the other hand,
distinguishes between those who view capitalism as ‘incapable of self-expansion’
and those who view capitalism as ‘self-limiting accumulation’. The former includes
the theories of disproportionality and underconsumption, while the latter includes the
theories of the LTRPF and profit squeeze. In different works on Marxist crisis
theories (see Wolfe, 1986; Yaffe, 1972; Weisskopf, 1978; Clarke, 1994), the theories
of the LTRPF and underconsumption are always included, while the theories of
disproportionality, profit squeeze and labour-power shortage theories are left out in

some of them.

While discussing alternative theories of crisis to the LTRPF, the theories of profit

squeeze and labour-power shortage will be briefly summarized and will not be
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dwelled on too much. That is because they either developed to provide an answer to
a specific crisis or belonged to a particular school of thought, and their place in the
debate on the Marxist crisis theory is relatively small. On the one hand, the theory of
profit squeeze could be more accurately called an approach to a specific crisis in the
1970s than a theory of crisis, while the theory of labour-power shortage theory could
better understand as a theory of ‘pure capitalism’, belonging to a school that
advocates a radical separation between theory and history, with the weak link to the
actual crisis in the history of capitalism (Clarke, 1989). Finally, those who argue for
the multicausal crisis theory is discussed as an alternative approach within the
Marxist crisis theories.

2.3.1. Earlier theories of crisis

Interest in crisis theories in Marxist literature significantly surged at the late 19" and
the beginning of the 20™" century. While particular distinctions existed within them,
the most prominent Marxists during the time emphasized the monopolization
tendencies in the capitalist economy. Given the strength of German socialism within
the Second International, many of the studies were focused on the tendencies of the
German economy while attempting to identify general laws governing the trajectory
of capitalist economies. Apart from Henryk Grossman, who stressed the importance
of the LTRPF, and a few influential Marxists who indicated disproportionality
between different branches in capitalist economies as the root of crisis,
underconsumption stemming from monopolistic tendencies was widely regarded as

the leading cause of the capitalist crises.

Rudolf Hilferding, as a prominent figure, influenced the later developments in
Marxist economic theory by systematically identifying monopolistic tendencies in
the capitalist economy. Hilferding saw the rising weight of corporations in the
capitalist economy as crucial to comprehending the changing nature of the capitalist
economy (Sawyer, 1988). By delving into the German economy at the beginning of
the century, Hilferding indicated the challenges faced by industrial capitalists in
finding sufficient finance for investments, which led to the domination of industrial

capitalists by major banks. Coupling with the concentration and centralization
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tendencies of capital, which Marx indicates, it has resulted in the fusion of industrial
capital and financial capital as finance capital (Hilferding, 1910, p. 225, as cited in
Green, 1990). This process of monopolization resulted in the formation of cartels,
which dominated the market for Hilferding. He claimed that the competition between
these cartels would cause an imbalance between different branches and ultimately
result in overproduction. However, Hilferding believed that the existence of these
cartels enables the state to transition into the planned economy through its scale of
production and its control of circulation (Foster, 2018). Consequently, Hilferding’s
work hints that capitalism could be stabilized with the correct management of
capitalist markets (Toporowski, 2016).

Hilferding hints that the stabilization of capitalism through effective management is
inherently linked to its political allegiance to the Social Democrat Party in Germany
(SPD).2 It has been commonly acknowledged that Lenin’s work on Imperialism
draws heavily from Hilferding’s study. It is undeniable that Lenin incorporated many
aspects in his theory of imperialism from Hilferding. However, Lenin offered a
different framework for monopolistic tendencies in the capitalist economy. Like
Hilferding, Lenin argued the domination of industrial capital by the interests of
major banks and undergoing transformation into finance capital. Similarly, he
concurred with Hilferding’s idea that ‘developed capitalist countries” must export
their capital to the world market to delay the crises-ridden tendencies. However, as
opposed to Hilferding and Kautsky, who also grounded his theory of imperialism on
Hilferding’s work Das Finanzkapital, Lenin posited the existence of fierce
competition between different national capitals for capital export and division of
world markets between capitals. Therefore, Lenin offered a contradictory unity
between monopolies and competition, which both can exist alongside each other.
Furthermore, he contended that the more capitalism developed, the competition

would become more intense (Lenin, 2010).

The omission of theories of finance capital identified by Hilferding and Lenin was

revealed later. Firstly, the dependency of industrial capital on banks has diminished,

3 As in the other theories which suggest that crises arise from disproportionality between different
branches, Hilferding’s study also contains elements indicating that crises can be prevented through
correct management by sustaining the proportion of different branches.
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particularly following the introduction of self-financing tools, including bonds and
equity, which enable industrial capitalists to fund most of their investments
independently (Toporowski, 2016). Moreover, as Foster (2018, p. 58) indicates,
“powerful countertendencies such as the breakup of old firms and the founding of
new ones made concentration and centralization a more uneven process.” Moreover,
these theories were heavily relied on the observation of the German economy in a
particular period which in some respects differed from the long-term tendencies of

the world capitalism.

Alongside Hilferding and Lenin, Rosa Luxemburg also formulated her own theory of
imperialism but not with a heavy emphasis on monopoly and banks but being
grounded on the realization of surplus-value. Luxemburg, while being primarily
interested in Marx’s reproduction schemes, questioned the realization of profits by
capitalists. She engaged in a polemic against Tugan-Baranovsky (Howard and King
(1992) explains that Luxemburg’s main criticism was directed against the (SPD)
party centre including Kautsky and Hilferding in a cryptic manner), who argued that
accumulation without a limit could occur solely by expanding production through
investments independent of the consumption patterns “so long as production is
correctly proportioned to the various branches of industry” (Sweezy, 1942, p. 159).
For Luxemburg, “production of means of production is independent of consumption
was nothing but a vulgar economic fantasy of Tugan-Baranovsky” (Luxemburg,
1913, p. 320, as cited in Foster, 2014)*. Luxemburg contended that it is not possible
for capitalists to turn all their profits into money form in the long run in a closed
economy. Luxemburg formulated her theory of imperialism with an emphasis on the
importance of capital export into non-capitalist economies since a closed capitalist
economy is doomed to fail without external markets. Luxemburg’s arguments on the
tendency to stagnation for capitalist economies without capital export into non-
capitalist economies made her emphasize military expenditures, enabling capital to
realize profits. This emphasis by Luxemburg distinguishes her theory of imperialism

from her contemporaries in regard to providing an explanation of the economic part

4 Although Tugan’s disproportionality theory of crisis has been dismissed and ridiculed by many
Marxists, Clarke (1994) argues that Tugan-Baranovsky’s studies opened a gap within Marxist crisis
theories between underconsumptionism and disproportionality.
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of military expenditure as she states, “from the purely economic point of view, it is a
pre-eminent means for the realization of surplus-value; it is in itself a province of

accumulation” (Luxemburg, 1951, as cited in Howard & King, 1992, p. 112).

Another contribution to the crisis theory came from Rosa Luxemburg’s compatriot,
Michal Kalecki. Like Luxemburg, Kalecki delved into the issue of realization while
following Marx’s reproduction scheme. He argued that the realization problem
primarily stemmed from the gap between the profits of capitalists and their level of
investments. In addressing the problem of effective demand, he focused more on
under-investment than on under-consumption. For Kalecki, one of the problems that
widen the gap between the level of investments and the level of profits is what he
called the rising ‘degree of monopoly.” While the higher degree of a monopoly
increases the profit share, it decreases the share of those profits turning into
investments. Kalecki expected that the degree of monopoly and, consequently, the
profit share of capitalists relative to wages would rise over time (Sawyer, 1988).
Scholars argued in the literature that economic downturns can be prevented with
correct management of markets, assigning the state a role in facilitating the
realization of profits by increasing investment opportunities, and state spending can
be drawn from Kalecki’s writings (Levy-Orlik, 2014). It is evident that Kalecki
focused on circulation and how to address the problem of aggregate demand. This
emphasis resulted in his distant relationship with the production process and Marx’s
concepts of ‘exploitation’ and ‘surplus-value’ (Levy-Orlik, 2014). This distant
relationship is particularly apparent in Kalecki’s treatment of wages and profits as if
they are determined arbitrarily by capitalists rather than by the imperatives of
capitalist competition. As commonly acknowledged in the literature, Kalecki’s
methodology in identifying the issues in the capitalist economy, along with the
political outcomes on how to deal with those problems, aligns him closer to
Keynesian thought rather than Marxian tradition, despite his different opinions on

monopoly.

By following Kalecki, Steindl also was interested in the question of under-
investment. He argued that the competitive era of capitalism, where small firms had

less, if any, market power, shifted towards capitalism, where oligopolistic structures
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dominate the market. In the competitive era of capitalism, when a firm introduces a
new method, it will try to increase its share in the market by expanding production
with lower costs and eliminating its competitors which “many of them near the
margin of existence” (Steindl, 1979, p. 6). However, in capitalism, where oligopolies
are dominant, these firms have the market power to increase their prices and
consequently significantly increase their profit margin. Therefore, eliminating other
competitors by lowering the prices and increasing the utilization rate will most likely
yield no result for the ‘oligopolistic structures’ since “the struggle for elimination
would also ... be extremely prolonged and costly” (Steindl, 1976, p. 53). Steindl
(1973) contends that oligopolies tend to keep the utilization rate lower than between
each other, potentially resulting in excessive capacity. These oligopolistic structures
will be hesitant to increase their investments, for Steindl, because of the danger of
excessive capacity. The constant potential of excessive capacity and low rates of
investment leads to low rates of profit. Steindl argues that this constitutes the reason
for the new era of capitalism, where oligopolist firms dominate, is characterized by

stagnation.

2.3.2. Monopoly Capital theory of crisis

With the development of capitalism, concentration and centralization tendencies
have been highlighted by these theorists as the distinguishing feature of late
capitalism, setting it apart from the competitive capitalism in which Marx lived. The
roots of the crises, which manifest themselves with realization problems and
stagnation, have been increasingly attributed to the monopolistic character of
capitalism. Each of these theorists highlighted certain characteristics of monopolies
and specific issues arising from these characteristics. However, by developing those
issues indicated by earlier theorists, systematic analysis of the so-called monopoly
capitalism came from Paul Baran and Paul Sweezy with their path-breaking
work, Monopoly Capital. What has been tacitly acknowledged in the writings of the
earlier theorists was explicitly expressed in Baran and Sweezy. As capitalism
evolved, not only did monopolistic tendencies intensify, according to Baran and

Sweezy, but also substantially changed the process of accumulation in a way that
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necessitates a revision of Marx’s labour theory of value and its implications,

including the LTRPF.

In Monopoly Capital, Baran and Sweezy attempted to identify how monopoly
capitalism differs from competitive capitalism, particularly regarding capitalist
accumulation and its inherent contradictions. Their goal is not merely to empirically
prove the existence of monopolies within capitalism but rather to provide a
theoretical framework for understanding monopoly capitalism. Baran and Sweezy
employ the term ‘monopoly’ generally to refer to a few capital units dominating the
market rather than a single seller with no substitutes (Baran & Sweezy, 1966).
Competitive capitalism, in which numerous units of capital operate in the market, has
undergone a transformation into monopoly capitalism, in which a small nhumber of
giant corporations hold most of the share in each sector. Therefore, monopoly for
Baran and Sweezy (1966, p. 6) must be placed “at the centre of the analytical effort.”

The central difference between monopoly capitalism and competitive capitalism,
which has been put forward by Baran and Sweezy, is the substitution of the LTRPF
with the ‘tendency of rising surplus.’ It can be seen that Baran and Sweezy not only
substitute the tendential fall in the profit rate but also the concept of surplus-value,
which is central to Marx’s labour theory of value, was being replaced by the concept
of ‘surplus.” Surplus is defined as the difference between social output and socially
necessary labour costs to produce that output. What sets surplus apart from surplus-
value is that it accounts for the wages of unproductive labour and costs necessary for
realization, which Baran and Sweezy states were secondary in Marx’s analysis of

capitalist production.

Baran and Sweezy explore the nature of giant corporations as they replaced the
earlier individual capitalists and seized the lion’s share of the surplus generated in
the economy. While giving a detailed analysis of these giant corporations, they
argued that these monopolies differ substantially from earlier individual capitalists.
In competitive capitalism, the price of the commodity was determined by the
imperatives of the competition. However, in monopoly capital, modern giant

corporations have the power to, at worst, influence the price and, at best, determine
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the price of the commodity they produce. Therefore, they state that, “Under
competitive capitalism, individual enterprise is a ‘price taker,” while under monopoly
capitalism the big corporation is a ‘price maker’” (Baran & Sweezy, 1966, pp. 53-
54). The power these capitals hold enables them to set a price that significantly

exceeds the wages paid to the labour, leading to a higher rate of surplus.

With the historical evolution of price relations, cutting prices to increase the market
share by attracting buyers has gradually become a taboo between giant corporations
since engaging in a price-war that leads to cut-throat competition would harm each
other as it did earlier in detrimental experiences. Instead, there has been established
what Schumpeter calls a ‘correspective competition’ between these corporations.
According to Baran and Sweezy, small firms also follow the prices that have been set
by giant corporations, recognizing that engaging in a price-war would result in their
collapse. In addition to setting prices, corporations are constantly seeking means to
cut costs. With cost-reduction, the profit margins of these corporations rise
increasingly. The advantage of monopoly capital against its struggle against labour,
the hierarchy of profit rates under monopoly capitalism, and corporations’ ability to
regulate the rate of utilization exacerbate the higher profit rates (Sweezy, 2004). This
reasoning for the tendency of surplus to rise leads Baran and Sweezy to conclude that
not only does the mass of profits rise, but also the share of profit to the output also

rises.

With the law of rising surplus, the central contradiction of capitalism shifted from
surplus generation to surplus absorption (Foster, 1986). Capitalist economies,
according to Baran and Sweezy, revolve around the inherent contradiction of surplus
absorption. They identified three ways that surplus absorption can take place:
consumption, investment, and waste. While addressing capitalist consumption and
investment, they contend that capitalist consumption cannot absorb the entire
surplus. In fact, in case of a rising surplus, capitalist consumption relative to the total
output decreases. By indicating the delayed adjustments for dividend payout rates to
the shareholders of the giant corporations, Baran and Sweezy concluded that
capitalist consumption falls relative to the total income. As opposed to capitalist
consumption, the investment-seeking part of capital rises both absolutely and
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relatively to the total income. Baran and Sweezy (1966) explain the logic of the
situation as both rising surplus and investment mutually increase one another.
However, without the final wage demand, investment into the ever-increasing capital
goods to produce more capital goods will eventually result in the burst of the bubble.
The rising surplus, both absolute and relative to the total output, accompanied by
rising investment, both absolute and relative to the proportion to the total surplus,
would lead to the accelerating growth of the economy. However, Baran and Sweezy
argue that sustaining an investment pattern that rises relative to income, which
consequently increases the productive capacity more than the total output, is
impossible in the long term. To avoid engaging in this cycle, giant corporations
closely monitor the level of investments. This means that the level of actual
investment will be much less than the investment capacity of the investment-seeking
part of the capital. Therefore, the total output produced under monopoly capitalism is
lower than the total output that could potentially be produced. Here, Baran and
Sweezy introduce distinct forms of surplus, actual surplus, and potential surplus to
explain the contradiction between productive capacity and real production under
monopoly capitalism. Without the final wage demand, giant corporations must
always watch out for the risk of excessive capacity, as a sword of Damocles hangs
over their heads and forces them to keep their investments at a certain level. That is
why Baran and Sweezy argue that the self-contradictory characteristic of monopoly
capitalism results in stagnation as the “normal state of the monopoly capitalist

economy” (Baran & Sweezy, 1966, p. 108).

As highlighted by Baran and Sweezy, the significant contributions of Kalecki and
Steindl have heavily influenced the Monopoly Capital. Kalecki’s concept of the
degree of monopoly and his emphasis on monopolies’ ability to increase the profit
share is central to the theoretical framework of Monopoly Capital. Similarly,
Kalecki’s focus on the realization problem and his arguments on how investment by
itself could not achieve the realization of all profits can easily be traced in Baran and
Sweezy’s work. Furthermore, the impact of Steindl’s writings on the relationship
between utilization rate and investment level, along with his arguments on the
market where oligopolistic structures dominate, would lead to stagnation, is apparent

in Monopoly Capital.
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Since investment and consumption stay limited to absorb the entire surplus that is
generated, capital turns into waste as a mechanism for surplus absorption. Unlike in
competitive capitalism, sales effort had become a necessary expenditure for a
corporation under monopoly capitalism (Holleman et al., 2009). By advertising,
monopoly capital is able to increase consumption along with absorbing the generated
surplus. Military spending, which is considered by many to be inefficient, has been
one of the most prominent ways to absorb the surplus, although it is still irrational
from the standpoint of society (Foster, 1986). Other than public waste, public
investment also plays a crucial role in absorbing the surplus. States under monopoly
capitalism must do so since, according to Baran and Sweezy, states are becoming

more dependent on giant corporations as monopoly capitalism develops.

Baran and Sweezy also evaluated the profit rates in the US, which showed a trend
opposite to their arguments. Against Nicholas Kaldor who stated that ““all statistical
indications suggest that the share of profits in income ... have shown a falling rather
than a rising trend over recent decades™ (Kaldor, 1957, p. 621 as cited in Baran &
Sweezy, 1966, p. 621), they asserted that the fall stems from the costs that are
necessary for the realization of surplus as well as wages paid to the unproductive
labour. Similarly, Baran and Sweezy argued for stagnation as the ‘normal’ state of
the economy during the high rates of growth in the US economy. They contend that
especially the rise in sales effort and military expenditures into the Vietnam War had
helped surplus absorption so that the level of investment increased. However, they
noted that this can only be a temporary situation under monopoly capitalism.

Theories claiming a shift from competitive capitalism to monopoly capitalism with
the development of capitalism have exaggerated both the monopolistic aspects of late
capitalism and the presence of free competition in so-called competitive capitalism.
Nevertheless, during the 19th century, there were already noticeable tendencies
towards concentration and centralization, as Marx pointed out. Hence, the attempt to
construct a dichotomy where 19th-century capitalism is depicted as defined by free
competition among numerous small enterprises, while 20th-century capitalism is
portrayed as controlled by monopolies absent of competition, inadequately represents

the intricacies of actual working of capitalist economies.
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The logic put forth by Baran and Sweezy to support their claim that monopoly
capitalism's ‘rising tendency of surplus’ is a replacement for the LTRPF contains
several flaws. Preceding their work, Kalecki contended that a positive correlation
exists between the degree of monopoly and the profit margin of the firm. In a similar
vein, Baran and Sweezy assert that there is a hierarchy of profit rates between giant
corporations and small firms in monopoly capitalism. However, as highlighted by
Shaikh (2016), numerous empirical studies demonstrate that profit margins generally
tend to be lower in larger firms. Moreover, Howard and King (1992, p. 123) argue
that “The ‘degree of monopoly’ in many industries should be measured on a global

rather than a purely national scale.”

Baran and Sweezy's argument, proposing a dichotomy between price-taking and
price-making based on so-called competitive capitalism and monopoly capitalism,
relies on an idealistic understanding of free competition that closely resembles the
principles of neo-classical economics. Contrary to their assertion, the ability of price-
setting does not exempt firms from the imperatives of capitalist competition; instead,
price-setting is an inherent aspect of real competition. As Shaikh (2016, p. 370)
argued, these challenge "the notion that larger firms set prices in order to raise their
profit rate above average.” It can be seen in Monopoly Capital that the relationship
between price and value has been dismantled. Not only the dismantlement of the
relationship between the price and value of the commodities but also the relationship
between the value of commodities and socially necessary labour-time to produce
those commodities has disappeared. Although Baran and Sweezy stated their aim as
revision of Marx’s labour theory of value, their work interpreted as went beyond than
a mere revision. As Harvey (2006, p. 141) states, “The abandonment of the
’competitive model’ in Marx certainly does entail abandoning the law of value-

which, to their credit, Baran and Sweezy are fully prepared to do”.

Baran and Sweezy, following Kalecki and Steindl, identify the core contradiction of
capitalism in the lack of demand. It coincides with the era when Keynesian thought
was hegemonic in bourgeois economic theory. Mattick (1966) argues that Baran and
Sweezy’s analysis which includes a shift from class terms such as ‘surplus-value’ to

Keynesian terms such as ‘effective demand’ corresponds to their transition “from
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Marxian to the Bourgeois economic analysis”. Moreover, the political implications
stemming from a crisis theory rooted in a lack of demand are addressed by assigning
the state a task to conduct mechanisms for redistribution and public services that
would boost demand to avoid the crisis. This arises from conceptualizing production
as an isolated and separate economic sphere. Consequently, the state has been seen
as an external force that intervenes in the closed economic system in order to address
its shortcomings. In line with the instrumentalist approach to the state, Baran and
Sweezy perceive the state as belonging to a separate domain from the capital and
dependent on it. As capitalism progressed and monopoly capital gained more
economic power, Baran and Sweezy argued that the state would become increasingly

reliant on it.

Baran and Sweezy's analysis of capitalism diverges from Marx's dynamic analysis,
tending towards a closed and static system, in contrast to Marx, who emphasized the
self-expanding and dynamic nature of capital. As a result of the abandonment of the
labour theory of value, the valuation of capital has been substituted by a form of
capitalism that lacks the ability to expand and accumulate, ultimately leading to
stagnation. Even the tendency of rising surplus cannot be realized in this closed and
static structure of monopoly capitalism. To address this issue, Baran and Sweezy
introduce the concepts of potential and actual surplus. Rising potential surplus is not
more than the expression of the increasing productive capacity of labour in
capitalism. Nevertheless, the rise of the actual surplus is considerably restricted by
the fear of monopoly capital regarding excessive capacity and its reluctance to
invest. As a result, the existence of increasing surplus and the static structure of
monopoly capitalism have become incompatible. Although Marx demonstrated
earlier that, in spite of the fall in the rate of profit, the mass of surplus-value cannot

only rise but must do so.

In alignment with Luxemburg, Kalecki and Steindl, Baran, and Sweezy share the
perspective that capitalism is not able to expand in its ‘normal state.” Recognizing
that capitalism cannot expand internally, these thinkers have incorporated external
sources of demand into their theories. These external sources of demand include

foreign markets, pre-capitalist societies, or sales and military expenditures as waste
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mechanisms. As Erik Olin Wright (1993) states, one of the significant deficiencies of
theories of underconsumption lies in their inadequacy in addressing the determinants
of the rate of accumulation, which led to many thinkers implicitly adopting
"Keynes's solution ... by focusing on the subjective anticipations of the profit on the
part of capitalists as the key determinant of the rate of accumulation” (Olin Wright,
1993, p. 147). As one of the prominent thinkers of underconsumption theories, Paul
Sweezy (Savran & Tonak, 1986, p. 27) also explicitly underscores the significance of

Keynes's phycological-economic analysis of investment decisions of capital.

It has been commonly acknowledged that there exists an internal relationship
between Marx’s critique of political economy and his analysis of class struggle in
capitalism. However, the depiction of monopoly capitalism by Baran and Sweezy
makes it impossible for any struggle of the working class. Monopolies in the
marketplace, which were freed from the imperatives of capitalist competition
according to the theorists of monopoly capitalism, also receive less, if any, resistance
from the working class. As the sole actor in the marketplace, monopolies also
become the sole actor in the terrain of class struggle. Furthermore, the struggle of
workers for wages would benefit the monopolies in the last instance since “under
monopoly capitalism, employers can and do pass on higher labour costs in the form
of higher prices” (Baran & Sweezy, 1966, p. 77). Although capitalists attempt to find
ways to pass higher wages in the form of higher prices, at the same time, as Marx
(1969) showed in Value, Price and Profit, wages could also potentially rise at the

expense of the profits of capitalists.®
2.3.3. Late theories of crisis

Deriving from Marx’s reproduction schemes, disproportionality crisis theory
emphasizes the anarchic nature of capitalist markets. Against the Narodniks, who
argue that capitalism cannot be developed in Russia because of the lack of the home
market, Tugan-Baranovsky argued that if the growth is managed to sustain at a

proportionate level between the first department, which consists of consumer goods,

5 Against Thomas Weston who claimed that higher wages would not benefit to the workers since it
would result in higher prices of the commodities they consume, Marx demonstrated that inflation does
not solely depends on the wages of workers.
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and the second department, which consists of capital goods, capitalism would be able
to accumulate without the same increase in consumption patterns. The theory of
disproportionality crisis, later adopted by Hilferding, posits that imbalance between
two sectors will repeatedly occur due to the chaotic nature of capitalist markets,
ultimately leading to a crisis that restores the balance. Disproportionality theories are
often labelled as ‘revisionist crisis theories’ due to the political implications they
suggest, namely that crises could be avoided through the planning of capitalist
markets. Nevertheless, according to Yaffe (1973, p. 211), Marx effectively
demonstrated the necessity of crises within the capitalist mode of production, even
when "assuming proportionality between departments.”

Simon Clarke's categorization within a particular crisis theory is challenging as he
initially employs the disproportionality theory of crisis, followed by a shift to the
multicausal theory of crisis with an attempt to locate the reasons for the crises in the
relationship between the spheres of production and circulation. In his previous work
on crisis theories, Clarke (1990) argues that the dismissal of the underconsumption
theory of crisis should result in the understanding of crisis based on
disproportionalities rather than the LTRPF. Clarke explains that in Marx's works,
particularly those following the 1848 crisis, there occurs a transition in which Marx
moves away from the understanding of crisis as 'ultimate breakdown' and instead
employs an understanding of crisis as 'violent eruptions.’ He rightfully contends that
whereas bourgeois economics assumes general equilibrium, Marxist economics
posits that any assumption of equilibrium tendencies presumes the existence of
disequilibrium tendencies: "The very necessity of evening-up presupposes the
imbalance, the disharmony and hence the contradiction” (Marx, 1988, as cited in
Clarke, 1994, p. 141). Consequently, Clarke explains that there exist persistent

imbalances across different branches of production, resulting in recurring crises.

In his later work, Clarke appears, in the first instance, to transition to the multicausal
theory of crisis. He contends that Marx's writings include elements of
underconsumption, disproportionality, and the LTRPF theories of crises, suggesting
that all three of these could play a role in the crises of capitalism (Clarke, 1994, p.
285) and argues that they should not be thought of as mutually exclusive. Clarke’s
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theory of crisis in his later work can be summarized as “competitive accumulation
drives production beyond the limits of the production” which results in the general
crisis of overproduction (Callinicos, 2014, p. 242). However, as Saad-Filho (1994, p.
172) states, Clarke's "most if not all of his examples" address disproportionality in
the capitalist mode of production as the reason for the crisis. Throughout the book,
Clarke criticizes both the underconsumption and the LTRPF in various ways.
According to Clarke, the LTRPF does not always result in a crisis but rather leads to
a slowdown of accumulation. He claims that the significance of the LTRPF for Marx
has diminished and did not mention the law in his later works. Furthermore, Clarke
argues that the mechanical comprehension of crisis stemming from the LTRPF has
resulted in the development of two distinct approaches in crisis theory that focus on
class struggle: the neo-Ricardian profit-squeeze approach and the Uno School's

labour-power shortage approach.

Although Clarke claims to have moved to a multicausal crisis theory, there are still
certain gaps in his approach as he has not fully abandoned the disproportionality
crisis theory. Clarke (1994, p. 150) argues that Marx first identified relative
overaccumulation as arising from disproportionality between branches of production
and later explains that Marx was then not satisfied with a disproportionality resting
upon “market imperfections”. Therefore, according to Clarke, Marx turned to the
inherent tendency of capital to develop the forces of production to explain general
overaccumulation. Similarly, Clarke (1994, p. 283-284) first argues that general
overaccumulation is only a generalization of relative overaccumulation and is not
satisfied with this, so he changes his method to higher levels of abstraction. Clarke
claims that general overaccumulation is caused by the disproportion between
necessary and surplus labour, between use value and value. However, he does not go
to lower levels of abstraction; there, he would necessarily encounter a tendency for
profit rates to fall as the manifestation of the contradiction between necessary and
surplus labour or between use value and value. Nevertheless, Clarke emphasized that
Marx's conceptualization of competition, which is often overlooked in the literature,
should be considered in conjunction with crisis theory, a point that will be further
elaborated in the next chapter. Moreover, Clarke attempts to locate the crisis within

the relationship of production and circulation by emphasizing the need for
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considering credit expansion in the process in which crisis tendencies turn into the

general crisis of overaccumulation (Bedirhanoglu, 2010).

Ernest Mandel employed the LTRPF to understand long-term capitalist upsurges and
downturns. Contrary to common business cycle analysis or following Marx's analysis
on the duration of the wear and tear of fixed capital to understand short-term cycles,
Mandel focused on the long-term trajectory of capitalist economies. Mandel (1995,
p. 11) states that upsurges in profit rates need to be explained rather than the
downturn which exists when "countervailing forces are relatively weak, and when
only few (or non) of them operate, the tendency of average rate of profit to decline
will assert itself with full force". However, as opposed to the conventional approach
to Marx's law, he argues that in the long-term boom, there occurs an increase not
only in the mass of profit but also in the rate of profit (Mandel, 1995, pp. 107-108). It
is important to note that Mandel does not offer a 'symmetrical’ and ‘automatic' long
wave theory; he states that in his theory, there can also occur 'exogenic influences'
along with 'systematic shocks' (Itoh, 1997, p. 250). Although Mandel gave primary
importance to the LTRPF, he denies the 'monocausal’ theory of crisis. Apart from
Clarke and Mandel, other scholars such as Dobb and, lately, Harvey have advocated
for the multicausal theory of crises. These theories often assert that Marx did not
have a singular theory of crisis and that crises in the history of capitalism emerged
from a combination of factors. The common point of these theories appears to be
often criticizing other theories of crises by highlighting the inherent weaknesses
present in each approach. However, as Itoh (1990) states, if each theory has some

flaws,

they should first attempt to investigate which of Marx’s crisis theories was
the most accurate and consistent, then select the best approach and try to
complete it. If each theory is inadequate on its own, how can their
combination in a multicausal approach satisfactorily prove the necessity of
crisis? (p. 139)
As a member of the Uno School, Itoh (1990) contends that the theory of crisis
stemming from a shortage of labour-power can be traced back to Otto Bauer;
however, it was Kozo Uno who ultimately developed and refined this particular sort

of crisis theory. Itoh asserts that within the 'normal course of accumulation’, the
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expansion of accumulation occurs at an increasing rate, which leads to an increase in
the demand for labour-power. Due to the inability of the growing labour force to
match the rapid accumulation of capital, a scarcity of labour-power arises, resulting
in increased wages and intensified competition among capitalists. Itoh rejects the
LTRPF based on these reasons. Itoh asserts that throughout the 'normal course of
accumulation’, there is little to no change in the organic composition of capital. The
growth in the organic composition of capital happens only for a brief period when
there occurs an intensification of competition, which prompts efforts to increase the
relative surplus-value and, eventually, the organic composition of capital. According
to Itoh (1990), the LTRPF should be seen as a long-term tendency rather than the
cause of cyclical crises in capitalism. Furthermore, the decline in profit rates would
lead to a decrease in the pace of accumulation rather than a crisis, as suggested by
advocates of the LTRPF.

Itoh’s crisis theory, hence, depends on the relationship between the accumulation
rate and the increase in the reserve army of labour. Itoh’s labour-power shortage
theory in explaining crises contradicts Marx’s emphasis on capital’s immanent
tendency to develop the forces of production, as the rise in the organic composition
of capital does lead to an increase in the reserve army of labour instead of a labour-
power shortage. Itoh, by adhering to the radical separation of theory and history of
Uno school, argues that the theory of labour-power shortage applies to the crises in
‘pure capitalism’ in the 19th century. Clarke (1990) argues that Itoh shifted its
approach by employing disproportionality theories to explain crises in late
capitalism. While it is true that Itoh accepts the crises in late capitalism do not seem
compatible with the labour-power shortage theory, he claims that he does not employ
disproportionality theories and still argues that crises stem from excess capital in the

form of excess fixed capital and excess money capital.

An alternative approach to the theories of crisis emerged in response to the
profitability crisis that occurred in the 1970s. The profit squeeze approach to the
1970s crisis was put forth as an empirical observation rather than a fully developed
theory. The most prominent thinkers of this approach, Andrew Glyn and Bob
Sutcliffe (1972), have argued that the progressive rise in actual wages of workers in
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the UK from 1964 to 1969 caused a decline in the profit rate of capitalists, ultimately
leading to a crisis. Theorists of profit-squeeze approach asserted that the powerful
labour movement with trade-union militancy, through its bargaining power, squeezes
profits and ultimately triggers a crisis. During a crisis, capitalists reduce the
bargaining power of labour by increasing the reserve army of labour. Profit squeeze
theorists sought to emphasize inflation and working conditions as key points of

confrontation between labour and capital.

Marxist thinkers raised numerous criticisms regarding both the empirical and
theoretical aspects of the profit squeeze approach. Shaikh (1978) contended that the
empirical component of the theory, which posits an increase in the ratio of wages to
profits, contains certain inaccuracies. Profit squeeze theorists calculate the share of
profits in national income to be lower than what Marxist categories suggest by
subtracting essential capital expenses, such as sales and taxes, which are essential for
the reproduction of capital, from the profits. Olin Wright (1993) asserts that the
profit squeeze approach prioritizes the circulation process in the conflict between
labour and capital while downplaying the conflict at the production level. This
approach conceptualizes production as a self-contained and self-sustaining system.
Furthermore, this approach exclusively focuses on wages in the process of
accumulation, disregarding other determinants of profit rates such as costs of fixed
capital and raw materials that have effects on the capital/output ratio. While the
profit-squeeze theory of crisis has been regarded as a ‘class struggle theory of crises’
with its focus on wages, it tends to downplay the class character of other aspects of

the accumulation process.

2.4.  Taking Stock of the Debate on the LTRPF

In the beginning section of the chapter, Marx's explanation of the LTRPF was
presented. Marx regarded the LTRPF as the most important law in political
economy, but its significance has been a subject of debate in Marxist literature. As
mentioned above, numerous scholars have asserted that Marx had uncertainties
regarding the validity of the LTRPF, and the reason for the LTRPF to become the

foundation of Marxist crisis theory was often attributed to Engels' interpretations of
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Marx's scattered manuscripts after his death. The significance of the LTRPF in
comprehending the contemporary capitalist mode of production and its
interpretations in literature is assessed at the conclusion of the chapter. From this
point of view, a new methodological approach is offered for the conceptualisation of
the LTRPF.

Adam Smith, by observing the trend in interest rates, which he thought followed a
similar trend to profit rates and comparing the interest rates of England with the less
developed economies of France and Scotland, argued that profit rates are inversely
proportional to the level of economic development (Jones, 2019). According to
Smith, as competition intensifies, capital in the same sector will become abundant,
leading to a decline in profit rates. Marx criticised Smith's reasoning and his
conceptualisation of competition. On the other hand, Ricardo asserted that as
capitalism develops, the population and its need for more food and clothing will
increase. As a result, the land that is not fertile for agriculture will be utilised to meet
the demands of the growing population. This will result in the rise of the labour-time
required to produce food and clothing, which will eventually lead to an increase in
the value of labour time. Therefore, for Ricardo, with higher wages, profit rates will
be lower as capitalism advances. Ricardo overlooks the potential technological
advancements that can occur in agriculture despite considering them to be a
counteracting tendency. Marx criticised Ricardo's reasoning for the law on his

assumption of wages as the sole determinant of the rate of profit.

Marx did not present the LTRPF as external economic law. Marx neither perceived
technological innovations as autonomous from the relations of production nor
thought they would automatically result in the downfall of capitalism. Marx diverges
from both Smith and Ricardo in his perspective regarding the location of crises
within the capitalist mode of production. Marx rejected separating the moment of
crisis from the ‘normal course’ of accumulation through abstract structures as if
crisis represents ‘deviation’ from the process of accumulation. This can clearly be
seen also in Marx's emphasis on the capitalist relations of production as a transitory
moment, a limited epoch, from a historical standpoint. Marx perceived the crisis as

the violent manifestation of the inherent contradictions of accumulation. In these
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grounds, Clarke (1994) claims that for Marx, capitalism is in a permanent crisis that
results from permanent contradictions inherent in the accumulation. However, this
approach neither explains the reasons for a particular crisis nor the specificity of the
crisis. Poulantzas (2008) offers an approach that attempts to limit the concept of
crisis while both keeping the specificity of crisis and ignoring the contradictions that
already exist in accumulation. He accepts Clarke’s argument that contradictions or,
in other words, “generic elements of crisis” already exist in accumulation and in the
reproduction of capitalist relations, but to emphasize the particularity of the period
and situation, he argues for the understanding of crises as “situation of a

condensation of contradictions” (Poulantzas, 2008, p. 296).

Marx considered the LTRPF to be an essential factor in illustrating the necessity of
crises in capitalism. Because of the inherent contradictions in the accumulation
process, Marx concluded that capitalism is unable to entirely abolish crises but can
only delay or mitigate their impact. Nevertheless, Marx abstained from adopting a
deterministic viewpoint, which posited that the mere occurrence of a crisis would by
itself lead to the downfall of capitalism without any action. Thus, while he did not
hold the belief that capital had the capacity to completely eradicate the crisis, he
acknowledged that capital has the capability to resolve the crises temporarily in the

absence of working-class action.

Significant disparities exist between how Marx put forth the LTRPF and how it is
discussed in the literature. By some of its proponents, the LTRPF was conceptualised
as a falsifiable element of Marx's scientific framework (Carchedi & Roberts, 2013, p.
586). The method which closely assembles to positivism has no relation to Marx's
methodology. Furthermore, the validity of the LTRPF is impossible to verify with
the empirical data, nor is it possible to calculate the exact Marxian rate of profit with
the available data. As Fine and Harris (1976, p. 175) state, "The practice whose unity
with theory is so central to Marxism is not limited to the practice of collecting
statistics." Instead, the LTRPF should be understood as an explanation (Kliman et
al., 2013) of the contradiction between the ever-increasing productive capacity of
labour and its separation from both the means of production and its products.
Therefore, the discussion of the LTRPF in the literature on whether the crisis
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stemmed from the law or not has become very futile. As discussed above, the crises,
for Marx, do not represent a disruption from the normal state of accumulation. On
the contrary, it represents the contradictions that are intrinsically linked to the
accumulating capital. Hence, the law that bears these contradictions should be
examined not only in times of crisis but also in relation to the phenomena that arise
during the overall process of accumulation. However, the manner in which it is
discussed fails to consider the LTRPF’s connection to the transformations that have

taken place in the capitalist mode of production.

The crisis theory debate in the literature has primarily focused on the contradictions
in the circulation. The primary reason for this is the conceptualisation of production
as a closed separate sphere where capital is smoothly accumulated. In all the theories
of underconsumption, disproportionality, labour-power shortage and the profit-
squeeze, it can be observed that the sphere of production has no fundamental
contradictions that lead to a crisis. In theories of underconsumption, the central
contradiction of accumulation, represented by the shift from surplus-value generation
to surplus absorption, has been shifted from the sphere of production to the sphere of
circulation. In the disproportionality theories, the central contradiction has been
sought in the anarchy of the capitalist markets in circulation. In the labour-power
shortage theory of crisis, accumulation proceeds in an increasing rate until the
scarcity of labour-power arise. Also, in the profit squeeze approach, the main
contradiction is located in the exchange relation between labour and capital. On the
other hand, the way in which the tendential fall in the rate of profit has been
discussed in the literature also accepts the sphere of production as a separate sphere.
Moreover, its conceptualisation of LTRPF as an external economic law based on the
autonomous tendency of the organic composition of capital has a resemblance to the
methodologies of other approaches. However, Marx's reasoning for the increasing
organic composition of capital is based on the class struggle where capital tries to
extract more surplus-value from labour. As Clarke (1994, p. 164) explains, for Marx,
"a rise in the organic composition of capital has to be compensated by an increase in
the rate of surplus-value if the capitalist is to avoid facing a fall in the rate of profit."
Therefore, the LTRPF should be thought of in relation to the class struggle, not a

mechanical economic law above the class struggle.
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Another issue in the literature's discussion of the LTRPF is the conceptualisation of
the economy in general. The proponents of the LTRPF commonly study the
‘economic’ as belonging to a separate domain from political. This approach has
reinforced the idea of the LTRPF as an external economic law. Nevertheless, it is
imperative to consider the LTRPF not only within the confines of the economic
realm. Most proponents of the LTRPF have overlooked the role of the state in the
production process. Hirsch has attempted to establish a connection between the
LTRPF and the state, as previously discussed. However, it is important to not only
discuss the relationship of the state in the context of state theory but also analyse the
role of the state and its responses to changes in profit rates. This analysis should be
done without attributing a transcendence role to the capitalist state, such as defining
it as a collective capitalist entity. Furthermore, the analysis should not be followed
with how the capitalist state intervenes in the economy as the argument locates the
economy as a distinct domain, with the state merely addressing issues that arise
within it. Additionally, the concept of ‘state intervention’ implies a distinction
between the state and the economy as separate domains (Offe, 1985, as cited in
Yalman, 2004).

Another issue arises in relation to the crisis theory, which is the location of crisis
within capitalism. Advocates of Open Marxism have argued against any separation
between economic and political. Accordingly, they contended that the economy is
inherently political in nature. "Economy is a political economy. Economic crises are
crises of political economy™ (Bonefeld, 2013, p. 249). Another member of Open
Marxism, Clarke (1990, p. 464), on the other hand, argues that an economic crisis is
not merely an economic crisis; it needs to be understood as a ““social crisis, a crisis of
the struggle over the reproduction of social relations of production” and is
inseparable from the political crisis. On the other hand, Ben Fine and Laurence
Harris (1976, p. 170), embracing the LTRPF as the foundation of their crisis theory,
approached the two spheres "as distinct but unified with the economy as
fundamental.” Thus, they argued for a theoretical separation between economic
crises and political crises. Here, Ellen Meiksins Wood's analysis of the separation
between economic and political in capitalism could help us to reach a better

comprehension of the location of crisis within capitalism. "It can neither ignore these
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historical realities nor ratify them by entrenching the separation of economics and
politics" (Wood, 1981, p. 67). Moreover, Wood (p. 74) criticises Clarke’s approach
by stating that he is extending the scope of the term ‘relations of production” which
results in the deprivation of “integrity, specificity”, and “explanatory value” of the
term. While it is true that at the higher level of abstraction, economic crises are
political economic crises, it is crucial to keep the specificity of the period and
situation of a political crisis. Poulantzas (2008, p. 298), by following the above-
mentioned method, argues that “economic crisis does not necessarily translate itself
into political crisis” even though generic elements of political crisis already present
in state apparatus permanently through class struggle, there is a need to be a
‘condensation of contradictions’ 10 be called political crisis. While noting it does not
imply a final crisis of capitalism or a permanent crisis, Poulantzas argues that the
translation of an economic crisis into a political crisis can be referred to as a

structural crisis.

It is essential to examine the particular historical moment and its distinct class
relations in order to identify the political crises. Albo et al. (2010, p. 40) also
expressed the need to theorize political crisis with the consideration of the
particularities of the period: “in the political characteristic they take, crises are
historically specific.” Furthermore, it is important to remember that capital possesses
the potential to resolve the crises while maintaining the class conflict to stay latent.
"While it is true that, as the state apparatus is drawn increasingly into the economic
process of reproduction, social contradictions are reproduced to an equally increasing
extent within the state apparatus, one can strictly speak of 'political crisis' only when
class conflict which is politically relatively latent decisively asserts itself." (Hirsch,
1987, p. 103). Therefore, to understand the articulation of economic crisis into the
political crisis it is necessary to examine "how this contradictory objectivity emerges

at the level of the individuals' consciousness™ (Carchedi, 2011, p. 183).
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CHAPTER 3

CONCEPTUALIZATION OF COMPETITION IN TWO LAYERS OF
ABSTRACTION

It [competition] is the economist' principal category-
his most beloved daughter, whom he ceaselessly
caresses-and look out for the medusa's head which she
will show you! (Marx, 1988, p. 187)

This chapter delves into the conceptualization of competition as a means to build a
bridge between Marx’s LTRPF and financialization. It is argued that different
conceptualizations of competition function as a building block for different theories
of crisis while also influencing the set of premises that is grounded on the different
approaches of financialization. In the first part of the chapter, the different
conceptualizations of competition will be discussed, including classical, neo-classical
and imperfect theories of competition and the Austrian school’s theory of
competition. The second part of the chapter deals with Marx’s conceptualization of
competition, which may be distinguished into two layers of abstractions following
Bryan’s (1985) approach, i.e. concrete competition between capitalists and abstract
competition in general. After explaining Marx’s understanding of competition
through his earlier and later writings, which deal with the employing of the concept
of competition in different contexts, including competition between different forms
of capital, division between interest and profit of enterprise, concentration and
centralization tendencies of capital, their relationship with different crisis theories is

investigated.

3.1. Classical Conceptualization of Competition

Although Adam Smith and classical economics are often cited as the predecessors of
the neo-classical economics' model of perfect competition, it is important to note that
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classical economists had a distinct and fundamentally different understanding of
competition, which is entirely incompatible with the characteristics of perfect
competition (Salvadori & Signorino, 2013). For classical economics, the notion of
competition lay at the centre of their object of inquiry; however, it was Adam Smith
who made the concept of competition "the sine qua non of economic reasoning"
(McNulty, 1967, p. 396). For Smith and other classical economists, the competition
was considered as a dynamic process, "a race among rivals" rather than a state in the

marketplace.

Classical economists had an understanding of prices based on gravitation as opposed
to the static equilibrium model of neo-classical economics. They differentiate
between the factors that establish the natural prices in the long-run and the incidental
factors that might impact the market price of commodities. For classical economists,
while temporary causes might influence the natural price of commodities in the short
term, in the long run, the "centre of repose™ would gravitate them to their natural
price (Smith, 1776, as cited in Chandra, 2004, p. 61). Therefore, classical economists
directed their attention to the determinants of the natural prices of commodities
rather than temporary demand and supply changes that may affect prices in the short
run (Semmler, 1984). On these grounds, Chandara (2004) emphasizes classical
economics' understanding of competition as a tendency towards equilibrium, while
similarly Duménil and Lévy (1987, p. 133) state that "the classical competitive

process is a decentralized dynamic procedure realized in disequilibrium."”

As with other classical economists, Adam Smith argues that sellers are active price-
setters rather than passive price-takers, contrary to assumptions of the neo-classical
economy. As sellers are setting prices for their commodities, they simultaneously
react to the ‘effectual demand’ and other ‘responses of the market’ and ultimately
reach the natural price of the commodity. Similarly, competition for Smith enables
the equalization of the rate of profit. It is important to note that, for Smith, similar to
Marx’s view on value, natural price is not established in the market but only comes
true in the market (Salvadori & Signorino, 2011). On these grounds, the concept of
competition constitutes, for Smith, “the central organizing principle upon society

could safely in most cases depend” (McNulty, 1968, p. 648).
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As Shaikh (2016) notes, Ricardo's important contribution to the conceptualization of
competition was his concepts of rent and regulating capital. Regulating capital is
related to Ricardo’s interpretation of the LTRPF, which is explained in the previous
chapter. Ricardo thought that as capitalism developed and the population increased,
more infertile land would be used to produce agricultural products. As a result of the
use of more infertile land, the labour-time required to produce agricultural products
would increase, and the prices of agricultural commodities would rise. However, the
landowner who owns the more fertile land will make more profit than other sellers
because he obtains agricultural products at a lower cost and "there cannot be two
prices in the same market" (Mill, 1848, as cited in Stigler, 2008, p. 532).

In Ricardo, who, like Smith, argues that there exists equalization of profit rates with
competition, the excess profit earned by the owner of fertile land who earns above-
average profits is called rent. As a result of the increase in demand for agricultural
products, the cost required for the owner of more infertile land to produce the
product determines the value of the agricultural product. Therefore, Ricardo defines
regulating capital as the capital that has the conditions of production that determine
the value of the product, i.e. the owner of the more infertile land in the above

example.

As Shaikh (2016) points out, Marx adopted Ricardo's notion of regulating capital out
of the agricultural sphere, which became inseparable from the immanent tendency of
capital to develop the forces of production: "His own emphasis on ongoing technical
change implies that persistent differences will exist among ‘individual (labour)
values’ and unit costs within any given industry.” (Shaikh, 2016, p. 336). However, it
should also be noted that in Ricardo, regulating capital not only regulates the
respective agricultural product but also regulates all production through the value of

labour-power:

By regulating the money price of all the other parts of the rude produce of
land, [the price of corn] regulates that of the materials of almost all
manufactures. By regulating the money price of labour, it regulates that of
manufacturing art and industry. (Ricardo, 1951, as cited in Stigler, 1958).
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3.2.  Neo-classical Conceptualization of Competition

Cournot, who had a keen interest in mathematical economics, might be regarded as
the pioneer in neo-classical economics' conceptualization of competition. Cournot's
formulation of competition, together with his use of mathematical economics, greatly
influenced Walras (Hicks, 1934), who saw himself as a socialist. Walras fiercely
opposed Marx, particularly the idea that labour is the primary source of value.
Walras contended that the value of all products is derived exclusively from their
scarcity and utility (Cirillo, 1980). The perfect competition model was established by
Walras as a recommendation for an economic system that may work in a manner that
IS quite similar to the general equilibrium model. The Walrasian model of general
equilibrium was rediscovered by neo-classical economics in the 1930s (Salvadori &

Signorino, 2013), but this time, it was solely used as an abstract analytical model.

The general equilibrium model developed by Walras is based on several specific
assumptions. In the model proposed by Walras, there exists a large number of small
buyers and sellers of a product that is homogenous, and these buyers and sellers are
unable to exercise force over one another. There is no restriction on entering or
leaving the market, and all the buyers and sellers have complete, accurate
information on all the aspects that are relevant. Based on Walras' model of perfect
competition, neo-classical economics conceives competition as an equilibrium state
where prices are given to the atomistic agents in the market (Salvadori & Signorino,
2013).

Duménil and Lévy (1987, p. 138) explain that while “classical equilibrium is an ex
post equilibrium... Walrasian equilibrium is an ex ante equilibrium™ where prices are
given to the sellers and the position of equilibrium is determined a priori to the
economic activities as in Tatonnement process introduced by Walras no trade occurs
until the general equilibrium is reached. Therefore, in the Walrasian model of general
equilibrium, competition is seen as an “end-state whereby all firms that remain
maximize profits” (Blaug, 2013, p. 113). This transition of the conceptualization
from the competition from a dynamic process to a static structure has been subjected

to various criticisms. "The problem that is usually being visualized is how capitalism
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administers existing structures, whereas the relevant problem is how it creates and
destroys them" (Schumpeter, 1950, p. 83, as cited in Makowski & Ostroy, 2001, p.
485).

The Walrasian general equilibrium model implies that the auctioneer would adjust
the prices in the event of a disequilibrium. This is because the process of
Tatonnement would not include any transactions. The general equilibrium model, in
which the Walrasian auctioneer, who adjusts prices to interfere with the market from
the outside, plays a central and consistent role, has been the foundation for the
justification of the arguments that markets are self-regulating and should not be
intervened in from the outside. Furthermore, the assumptions of Walrasian general
equilibrium result in a structure that is static to the degree that there is no space for
further competition. For example, Hayek (1948, p. 92) writes that "if the state of
affairs assumed by the theory of perfect competition ever existed, it would not only
deprive of their scope all the activities which the verb 'to compete' describes, but it
would make them virtually impossible.” This holds true even if the theory of perfect
competition were ever to come into existence. A similar argument is made by
McNulty (1968), who states as follows:

Perfect competition, on the other hand, is a market situation which ... to the
point (of equilibrium) where no further competition within the industry is
possible ... that perfect competition involves no presumption of
psychological competition, emulation, or rivalry, and can rightly assert that
‘atomism’ is a better term for the idea. (p. 642).

The primary objections to Walras' model of perfect competition are from the
unrealistic assumptions upon which the concept is constructed. In actual
competition, neither individuals nor buyers possess complete information. Moreover,
there exist significant barriers to entering or leaving the market, and there are
monopolistic-like corporations that may use their economic power if not more, to
gain a larger market share at the expense of other enterprises. In response to these
concerns, Milton Friedman contended that the assessment of these models should be
based on their capacity to make accurate predictions rather than their adherence to

real-world conditions. Caldwell (2003, p. 173) argues that Friedman's stance,
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emphasizing the predictive power of theory rather than closeness to the real world,
might be labelled as 'methodological instrumentalist." Similarly, Sayer (2010, pp 48-
49) argues that "close to instrumentalism is the view that our theories do not tell us
how the world is, and that all we can say is that things behave as if our models of
them were true." and states that the usage of the 'as if' argument is generally
motivated by the safeguard of a certain mode of abstraction from any criticism. This
is also accompanied by the indifference of neo-classical tradition to the "role played

by the process of abstractions” (YYalman, 2009, p. 44).

On the other hand, the model of perfect competition is not only unrealistic, but it
also contains serious inconsistencies. For instance, Hayek (1948, p. 92) states that
"the so-called theory of 'perfect competition' provides the appropriate model for
judging the effectiveness of competition in real life and that, to the extent that real
competition differs from that model, it is undesirable and even harmful™ Similarly, as
Shaikh (2016) explains that when the Walrasian model of general equilibrium cannot
explain the market failure, it attributes to the non-economic agents and institutions as
the reason of the failure by not "mimicking the market mechanism." Shaikh (2016,
pp 345-346) goes on to draw similarities between neo-classical demeanour to
"Marx’s notion of commodity fetishism: human interactions are deemed to be perfect
when they are entirely mediated by things." Furthermore, it has often been
emphasized by neo-classical economists (Stigler, 1957) that for the concept of
perfect competition to be effective, there must be no constraints placed on the
conduct of individuals who are pursuing their own self-interest. In addition,
adherents of the concept of perfect competition lauded Walras for his relatively early
use of methodological individualism to provide an explanation for economic events
(Hicks, 1934). Additionally, Shaikh (2016) emphasizes that Walras' theory
incorporates fundamental characteristics of neo-classical economics, including

methodological individualism and the subjectivist understanding of value.

3.3.  Imperfect Competition

Theoretical foundations of imperfect competition were already evident in the

writings of perfect competition theorists. Neo-classical economists were starting
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to recognize the monopolistic characteristics of some sectors of the economy. For
instance, Marshall recognized the presence of monopolistic industries, although he
argued the bulk of the sectors comprising the economy are characterized by
competitive industries. Subsequently, Sraffa was the first scholar to provide a
thorough criticism of perfect competition. He highlighted the increased rate of return,
which he saw as incompatible with the perfect competition. Furthermore, Sraffa
argued that in the actual market, production is limited not by the cost of commodities
but by the demand for these commaodities (Tsoulfidis, 2017). In the 1930s, Sraffa’s
contributions to the critique of perfect competition sparked what would later be
known as the monopolistic revolution. This movement occurred prominently with

the works of Joan Robinson and Edward Chamberlain.®

Joan Robinson introduced the theory of imperfect competition by further developing
the elements that were present in Marshall and by heavily using Sraffa's criticism of
perfect competition. While perfect competition presupposes that the price elasticity
of demand would be either zero or infinite since the products are either identical or
different, Robinson contends that in the real world, products are neither fully
different nor entirely identical (Kaldor, 1934). Robinson used product differentiation
and price elasticity to show the formation of monopolies and excessive profits.
Tsoulfidis (2008) states that Robinson's theory of imperfect competition is grounded
on the assumptions of perfect competition, which can be considered as the reason
that the neo-classical tradition favours her ahead of Chamberlain, who is considered

as more revolutionary in terms of his theory of competition.

Chamberlain's theory of monopolistic competition is frequently assessed with
Robinson's theory of imperfect competition, despite Chamberlain's (1949) assertion
that these two theories are fundamentally different from one another. Chamberlain
argued that neo-classical tradition, by starting from the theory of competition, has
disregarded the theory of monopoly while also criticising Robinson's theory on its
approach to monopoly as “imperfections” in competitive markets rather than
combining both theories. Furthermore, Chamberlain (1949, p. 65) contends that

® Tsoulfidis (2017) notes that Chamberlain claims that his doctoral thesis on monopolistic competition
was written earlier than Robinson's and independent from Sraffa, whom he had not read before.
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while "the essence of monopoly is control over supply,” the theory of imperfect
competition focuses too much on factors that impact the demand curve, neglecting
the costs of production. Such an oversight results in Robinson's (and Sraffa's)
exaggeration of the impact of increasing returns in assessing the competitiveness of

industries.

Even though the 'monopolistic revolution' emerged relatively in the same era as
the Keynesian revolution, its lifespan has been short, being integrated into perfect
competition (Cordell, 1972). From early on, these theories faced significant criticism
from neo-classical economists due to their inability to be translated into a workable
model with predictive value and their unsystematic approach (Brakman & Heijdra,
2002). In addition, Fine and Murfin (1984) argue that the excessive focus on the
monopolistic character of intra-industry structure, without adequately considering
inter-industry competition, is incoherent when discussing the monopolistic character

of the whole economy.

Theories of imperfect competition propose a conceptualization that is more aligned
with perfect competition, disregarding the classical view of competition's role in
organizing and regulating markets. Therefore, in these theories, the monopolistic
elements are considered imperfections in the market that can be rectified through
appropriate state intervention to achieve Pareto efficiency and efficient resource
allocation. Furthermore, it has been observed that there are notable resemblances
between imperfect competition and perfect competition in terms of their assumptions
and techniques, leading to the incorporation of monopolistic theories to perfect
competition. "The theory of imperfect competition has raised questions which it
cannot answer satisfactorily until the theory of perfect competition has been much
more fully developed" (Stigler, 1937, p. 708, as cited in Tsoulfidis, 2017). Weeks
(1981) labels both neo-classical and imperfect theories of competition as quantity

theory of competition and explains the logic of these theories as follows:

For them, competition is a question of numbers and the size of competitors;
as a consequence, it is a trivial issue of how many sellers or how many buyers
exist for a particular commodity. If there are ‘a lot,” we have competition; if

there ‘a few,” we have ‘restricted,” limited,” or ‘monopolistic’ competition.
(Weeks, 1981, p. 165)
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3.4.  Austrian School’s Conceptualization of Competition

Hayek's theory of knowledge is central to his economic and political theory.
Knowledge for Hayek is "dispersed and fragmented” among individuals, which
makes it impossible to reach the perfect and complete knowledge of the whole
economy or society (Gamble, 1988). As Gamble explains, for the production of
knowledge about the whole economy, the problem is not only the collection of
knowledge that is dispersed across individuals but also the fact that this information
is not collectable and gatherable. Moreover, Hayek (1948, p. 94) notes that what he
considers the most important reason is that the knowledge of these individuals is
constantly changing, while the evaluation of this knowledge will inevitably vary for
each individual. Just as Hayek's theory of knowledge lies at the centre of his
economic theory, similarly his theory of competition constitutes the building block

for his theory of knowledge:

Competition is essentially a process of the formation of opinion: by spreading
information, it creates that unity and coherence of the economic system
which we presuppose when we think of it as one market...It is thus a process
which involves a continuous change in the data and whose significance must
therefore be completely missed by any theory which treats these data as
constant. (Hayek, 1948, p. 106)
Hayek's theory of competition, therefore, has significant resemblances to the
classical theory of competition. Similar to the classical theory of competition, he
argues that "competition is by its nature a dynamic process” (Hayek, 1948, p. 94).
Hayek also underlines the role of competition in coordinating the actions of
individuals, as in the theory of classical economy. However, he differs from classical
economists in the sense that his understanding of competition for the principle of
order stems from "emerging from individuals' practices rather than necessary
sequences of particular forms or stages” (Yalman, 2009, p. 62). Therefore, the
organizing role of competition, which stems from the regular practices of
individuals, Hayek is closely related to his concept of 'unintended consequences,’
even though it pierces his adherence to methodological individualism to some extent
(Yalman, 2009). Therefore, Hayek contends that, according to his subjectivist

methodology, by studying the regularities that occur in the market through the
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practices of individuals, we can learn more about competition. Hayek also differs
from classical economists by his emphasis on competition's role in diffusing
knowledge to individuals through prices and features of different commodities.
Hayek values competition so much that even planning, which he characterizes as
constructivist rationalism and which he fiercely opposes, can be used to ensure
competition. (Gamble, 1988). The essential value of free competition for Hayek and
the Austrian school, whose theory of competition is seen as closer to the Marxist
theory of competition (Shaikh, 2016; Baskoy, 2002), is characterization of free
competition with individuality and freedom. However, as Marx (1993) states:

This kind of individual freedom is therefore at the same time the most
complete suspension of all individual freedom, and the most complete
subjugation of individuality under social conditions which assume the form
of objective powers, even of overpowering objects - of things independent of
the relations among individuals themselves. (p. 652)

3.5.  Marxist Theory of Competition

In many studies on the theories of competition, Marx's conceptualization of
competition has been considered within the classical theory of competition alongside
Smith and Ricardo. Although Marx’'s writings on competition have significant
similarities and continuities with Smith and Ricardo, there also exist some substantial
differences. As in the classical theory of competition, Marx defined competition in
his writings as a process. However, going beyond Smith and Ricardo, Marx
emphasizes the destructive character of the competitive process where capitalists
resort to a variety of methods to outcompete one another, including price-cutting at
the expense of their rate of profit. Hence, Shaikh (1980; see also Tsoulfidis &
Tsaliki, 1998) argued that Marx's depiction of competition can be called a ‘war-like'
process as opposed to the neo-classical definition of competition as a static situation.
Marx argues that in capitalist markets, equalization of the rate of profit is reached
through competition, which forms the average rate of profit although differential
profit rates are compatible with Marx’s theory of competition (Semmler, 1981,
1983). However, unlike neo-classical economists, Marx argues that no capitalist is
guaranteed to attain the average rate of profit, even any profit at all (Shaikh, 1980).
Moreover, unlike the assumption of price-taking for sellers in the model of perfect
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competition, Marx argues that each capitalist sets a price for the commodity before
putting it out to the market; "The guardian of the commodities must therefore lend
them his tongue, or hang a ticket on them, in order to communicate their prices to the
outside world" (Marx, 1981, p. 189). Semmler (1982) argues that the
conceptualization of competition in Marx’s writings is not only related to circulation

but also to the production of the surplus-value, unlike Smith and Ricardo.

As explained above, in neo-classical competition theory, the equality of supply and
demand is accepted in line with the general equilibrium model, whereas in classical
competition theory, the tendency towards equality of supply and demand is
conceived as a centre of gravity where fluctuations have gravitated toward equality.
In contrast, Marx highlights the tendency towards equality as shown in the
classical theory of competition while simultaneously underscoring the presence of a
violent opposing tendency: "The law of the competition is that demand and supply
strive to complement each other, and therefore never do so. The two sides are torn
apart again and transformed into flat opposition.” (Marx, 1988, p. 189). In contrast to
the mere fluctuations in the classical understanding of competition, Marx argues for
a dual process: a constant tendency towards equilibrium alongside a continuous push
towards disequilibrium, driven by the flow of capital within and between capitalist
industries (Clarke, 1994; Jenkins, 1989). Moreover, while Smith and Ricardo depict
a rapid equalization of profit rates, Marx presents a contrasting view, depicting this
process in "the cycle of fat and lean years"” (Shaikh, 2016, p. 355).

The pivotal role of competition in Marx's theory of value can be understood by
considering Marx's emphasis not only on competition among capitalists but also on
competition among various forms of capital. In addition to emphasizing the
competition between capital and labour on wages as a facet of class struggle within
the exchange relationship, Marx also addresses competition among the working class
which intensifies with the rising reserve army of labour. In addition, with the
development of the productive forces and mechanization, he underlines competition
between the workers and the means of production: "Since the worker has sunk to the
level of a machine, he can be confronted by the machine as a competitor.” (Marx,

1988, p. 24). Thus, competition among different forms of capital serves as a
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mechanism for the commensuration of different forms of capital, serving as a
cornerstone of the labour theory of value. Moreover, Marx's theory of competition
illuminates its role in the distribution process, whether manifested within capital
through the equalization tendency and counter-tendency of profit rates or between
capital and labour and among workers themselves. Hence, Marx's comprehension of
competition, akin to Smith's, incorporates the principle of order and organization. In
this view, competition not only governs the mechanisms of distribution within
capitalist relations of production but also facilitates the realization of the labour

theory of value by enabling commensurability among different forms of capital.

Marx conceives competition as not only maintaining order in capitalist social
relations but also characterizing it as disrupting the social order on which capitalist
relations of production rely. "Competition is the great mainspring which again and
again jerks into activity our ageing and withering social order, or rather disorder; but
with each new exertion, it also swaps a part of this order's waning strength.” (Marx,
1988, p. 199). In this excerpt, we can also see that Marx emphasizes the dynamic
nature of competition and the expression of capital's self-expansion through
competition. Richardson (1975) argues that competition in Smith is set up in two
different contexts: first, in a more static context where competition is used to adjust
market prices with supply and demand, and second, in a more dynamic context
where competition is used as a process that leads to new divisions of labour.
Salvadori and Signorino (2011), on the other hand, argue that this dual context of
competition is also valid for Marx, who explained structural changes and
technological advances by emphasizing the driving aspect of competition. Similarly,
Wood (2002) often employs the concept of ‘imperatives of competition’ to
demonstrate both the destructive and driving aspects of competition in capitalist

mode of production.

As with other concepts, Marx attributed different meanings to competition each
varying to the context and the level of abstraction. The emergence of these seemingly
contradictory expressions has led to confusion in the literature, and different
approaches have emerged based on certain interpretations of Marx’s writings. One

example of this is the different interpretations of Marx's views on the relationship
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between competition and crises. For example, while Yaffe (1972) argues that crisis
theories should be considered independent from competition, Clarke (1994) argues
that competition plays an important role in the formation of crises. Hence, it is vital
to differentiate competition at the different layers of abstraction and its effects by
adhering to Marx's philosophy of internal relations to clear up this confusion.
Moreover, to correct the neglected and, therefore, unconscious perception of
competition through the assumptions of the perfect competition model of neo-
classical economics, it is necessary to examine how competition is delimited at
different levels of abstraction. At this point, Bryan's (1985) distinction between
concrete and abstract competition, i.e. competition between capitalists and
competition in general, based on Marx's distinction between individual capital and

capital in general, needs to be developed and employed in relevant contexts.

As discussed in the previous chapter, Clarke (1994) underscores the role played by
credit expansion and competition in the formation of crises. Similarly, Weeks (1981)
highlights the relationship between credit and competition by stating: “credit is the
mechanism that brings competition about. Competition among capitals can be seen in
essence as the attempt to redistribute (centralize capital), and the credit mechanism is
the lever for this redistribution” (p. 166). Therefore, it is necessary to discuss Marx’s
writings on credit relations among capital and division of profit further before
delving into the transformations that occurred in these relations in the next chapter.

In Volume 3 of Capital, where Marx discusses how the division of profit into interest
and profit of enterprise works, he first states that “for there is no law of distribution
other than that dictated by competition” and that there is no natural rate of interest in
determining interest (Marx, 1982, p. 478). Then, while analysing how interest and
profit of enterprise are qualitatively separated, he emphasizes that the division of
capitalists into money capitalists and industrial capitalists leads to the separation of
interest from profit and states that "it is only the competition between these two
kinds of capitalists that creates the rate of interest" (p. 493). Marx uses the
competition between industrial capitalists and money capitalists only to indicate the
power relationship between the two. Accordingly, by employing Bryan's distinction
explained above, Marx uses here the concept of competition as a concrete
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competition between capitalists. Marx emphasizes that the upper limit of the rate of
interest is the average rate of profit (meaning that the functioning capitalist makes no
profit), and there is no lower limit. However, Marx states that, unlike the rate of
profit, the rate of interest appears to be fixed, emphasizing that the exchange value of
money, the interest rate, is universally compared to other commodities and does not
fluctuate according to the individual conditions of production. Consequently, bankers
"figuring as distributor of the available social capital in the money form™ (p. 558).
Hence, financial capital functions both as the subject and object of competition in the
capitalist mode of production by their role in equalization of the rate of profit with
the control of the credit relations, as will be further discussed in chapter 4.

While the tendencies of concentration and centralization of capital have always been
mentioned together, their distinction has often been ignored. With the concentration
tendency of capital, Marx explains the expansion of both total capital and the scale of
individual capital through accumulation, while the centralization tendency refers to
the gradual consolidation of different individual capitals or the absorption of small
capitals by larger capitals. Yet, conflating these terms can lead to the mistaken belief
that Marx advocates for increasingly monopolized capitals. To clarify this, Marx’s
writings on the concentration tendency of capital and its relationship with the
centralization tendency need to be investigated further. For example, Marx states that
the concentration of capital will take place along with accumulation and explains that
the increase in total capital will be accompanied by an increase in individual capitals,
either through the formation of new individual capitals or through breakaways from
old large capitals: "Therefore, not only are accumulation and the concentration
accompanying it scattered over many points, but the increase of each functioning
capital is thwarted by the formation of new capitals and the subdivision of old"
(Marx, 1981, p. 776). Immediately afterwards, however, Marx also states the
existence of the countervailing tendency: "This fragmentation of the total social
capital into many individual capitals, or the repulsion of its fractions from each other,
is counteracted by their attraction." (p. 777). Therefore, in Marx's writings on
concentration and centralization tendencies of capital, as in other laws of capitalist
accumulation, there is not only the tendency inherent in capital but there exists also a

counter tendency. With capital accumulation, mergers and centralization
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of capital will occur, while simultaneously, large older capitals will fragment, and
new individual capitals will emerge. It is important to note that Marx does not treat
these tendencies in isolation; rather, they intertwine continuously within the capitalist
mode of production. Concentration and centralization tendencies of capital put
forward by Marx demonstrate the dynamic nature of competition where monopolies
are also inseparable part of it.

Although Marx elaborated on the tendencies of capital towards concentration and
centralization in Capital, he examined the relationship between competition and
monopoly in a similar way in his earlier writings. He first emphasizes these
tendencies in 1844 manuscripts: "Competition among capitals increases the
accumulation of capitals. Accumulation where private property prevails, is the
concentration of capital in the hands of a few" (Marx, 1988, p. 41). In addition, Marx
states that competition and monopoly are not mutually exclusive, and that
competition and monopoly simultaneously create each other. Marx establishes a
similar relationship in his polemic against Proudhon in Poverty of Philosophy, where
the seeds of Marx's conceptualization of competition as a negative force in the
transition from feudalism to the capitalist mode of production can be seen, which he
would later elaborate in Grundrisse (pp. 649-652). Marx conceptualizes capitalist
competition as a negative force against the feudal mode of production, the negation
of feudal monopoly, while he argues that bourgeois monopoly is a synthesis,
negation of the capitalist competition, "negation of the negation™ [emphasis added]
(Marx, 1999, p. 101).

Marx's conceptualization of competition in general is clearest in Grundrisse. Marx
defines competition as the intrinsic nature of capital itself, as the demonstration of its
own essence by another "alien capital” (pp. 413-414). Furthermore, Marx, while
discussing the concept of free competition, which occupies an essential position in
classical economists' conceptualization of competition, states that competition alone
cannot explain the laws of motion of capitalism. However, he states afterwards that
only through competition can these laws be realized (p. 651). Moreover, Marx
further emphasizes the destructive aspects of competition, diverging from classical
economists' views. This divergence is exemplified in Marx's conception of ‘coercive'

laws of competition, underscoring its inherently violent nature.
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Conceptually, competition is nothing other than the inner nature of capital, its
essential character, appearing in and realized as the reciprocal interaction of
many capitals with one another, the inner tendency as external necessity.
Capital exists and can only exist as many capitals, and its self-determination
therefore appears as their reciprocal interaction with one another. (1993, p.
414)

From the beginning of the 20th century, it was explained in the previous chapter that
monopoly theories increased their influence within Marxism and even became
dominant for a period. In Hilferding's theory of competition, the importance of the
increasing power of banks relative to industrial capitalists is reflected in the concept
of finance capital, which is formed by the fusion of banks and industrial capital
under the domination of the later by the former. At first glance, Hilferding's method
here does not seem to differ from Marx's method of determining interest rates, in
which the power relations between monied capitalists and industrial capitalists set as
decisive. However, as mentioned above, given that in Marx's writings, there exist
tendencies accompanied by countervailing tendencies which work simultaneously
even if one tendency dominates from time to time, Hilferding's theory is a one-sided
and linear process. For this reason, Hilferding was unable to distinguish in his theory
to what extent this tendency related to the peculiarities of Germany and to what
extent it was unique to the particular period in the capitalist mode of production.

The competition conceptualizations of these monopolistic theories are closer to
imperfect competition theories that accept certain assumptions of the perfect
competition model, such as the assumption that firms are 'price-takers' and that
monopoly and competition are mutually exclusive, than to Marxist competition
theory. Accordingly, as Wheelock (1983) argues, it is important to distinguish
between neo-classical economics and Marxist conceptualizations of competition.
Ignoring this distinction, the ideological influence of bourgeois economies leads to
the invisibility of latent contradictions of capital, which realize themselves through
competition as an external coercive law (Palermo, 2017). On the other hand, as
Shaikh (2016) and Palermo (2017) argue, the fact that these approaches, which set
out with the criticism of the perfect competition model, unwittingly accept certain
assumptions of the perfect competition model shows the hegemony of the bourgeois

economy.
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In this respect, it can be seen that monopolistic competition approaches constitute the
building block of under-consumption crisis theories as most apparent in Baran and
Sweezy’s theory of monopoly capital. However, in other Marxist crisis theories, the
approaches to competition also occupy a fundamental position. Disproportionality
theorists’ emphasis on the disproportionality between the branches of production in
the competition between capitalists due to the anarchic structure of the market, which
is viewed as the cause of the formation of crises is grounded solely on concrete
competition, that is, competition between capitalists, expressed in Bryan’s distinction
of competition according to the layers of abstraction. On the other hand, while in the
profit-squeeze crisis theory, the competition between capitalists and workers on
wages, i.e. the expression of class struggle only in the exchange process, is decisive,
the Uno School emphasizes both competition among workers and competition

among capitalists in explaining the reason for the crisis.

In addition, those who see the LTRPF as the primary cause of capitalist crises often
take the view that competition take place independent of the LTRPF and plays a
secondary or even no role. While this may be true at the level of Marx's usage of
concrete competition between capitalists, it can be argued that competition in
general, plays an important role in both the formation and realization of the LTRPF.
While competition in general leads to the attempts to increase the relative surplus-
value by the introduction of a new technique in the production process, which paves
the way for the rising tendency of organic composition, competition among
capitalists leads to the generalization of the new technique by confronting each
capitalist as an outside force and forces them to employ the new technique, which
enables the realization of the LTRPF.

Similar to the role of competition in the transition from feudalism to capitalism that
is put forward by Marx, Wood employs a similar methodology by putting emphasis
on the imperatives of competition. Wood contends that, historically, relations of
competition preceded classes. The assertion of Wood can be comparable to E. P.
Thompson’s (1978) assertion of class struggle preceding classes, whose writings on
the emergence of capitalism and class formation have deeply influenced Wood.

Therefore, Wood asserts that “competition and class relations are inseparable”
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(Wood, 1999). By giving primacy to competition in the emergence of capitalism,
Wood (1999) argues that “pressure to increase labour productivity” is the result of
the imperatives of competition. Similarly, Weeks (1981) asserts that competition, by
its nature, necessitates capital to introduce new production techniques to raise the
productivity of labour. The assertion of Weeks needs to be understood by the abstract
level of competition in general as “competition does not derive from the existence of

many capitals (‘companies’), but from the capital relation itself.” (Weeks, 1981, p.

151).

From Marx’s early writings, there exist the seeds that competition can lead to over-
accumulation with the development of productive forces. "It renders the worker ever
more dependent on the capitalist, leads him into competition of a new intensity, and
drives him into the headlong rush of over-production, with its subsequent
corresponding slump (Marx, 1988, p. 26)." Moreover, the cheapening of
commodities, which is the basis of the LTRPF, is posited as a consequence of the
tendencies inherent in capital, i.e. competition in general. "The battle of competition
is fought by the cheapening of commaodities. The cheapness of commodities depends,
all other circumstances remaining the same, on the productivity of labour” (Marx,
1981, p. 777). 1t is apparent that Marx’s understanding of competition as a process is
inherent to the LTRPF which is the “expression peculiar to the capitalist mode of
production of the progressive development of the social productivity of labour”

(Marx, 1982, p. 319) that is the basis of the contradiction of the use value and value.

Finally, the effort to develop a Marxist theory of competition came from Bryan and
Rafferty (2006). Bryan and Rafferty make a fourfold distinction when defining the
subjects and objects of the competitive process. They define the means of production
as stock capital, i.e. "capital equipment”, and capital as a stock of wealth, i.e. “capital
investment”, as the objects of the competitive process, while individual capital
(capital undertaking the individual process of production and circulation) and social
capital (with reference to the capitalist system as a whole as a social relation) are
defined as the subjects of the competitive process (Bryan & Rafferty, 2006, pp. 166-
175). As will be discussed in more detail in the next chapter, Bryan and Rafferty

argue that with financialization, the transformation occurred in the capitalist relations
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of production in which financial derivatives took the leading role, resulting in the
blurring of the subject/object distinction in the process of competition, and now all
four forms of capital are able to commensurate and compete with each other. As
explained above, from Marx's earlier writings, it has been emphasized that in the
capitalist mode of production, there exists competition and commensurability
between different forms of capital (money capital, industrial capital, workers as
circulating capital and machines as fixed capital). It is, therefore, essential to read
this development of capitalist social relations and capitalist productive forces as a

continuum rather than a rupture.
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CHAPTER 4

RETHINKING FINANCIALIZATION AS A MOBILIZATION OF THE
COUNTERTENDENCIES AGAINST THE FALLING RATES OF PROFIT

It appears here as if capital has found its pure form: money begetting money
without passing through the mediation of labour and concrete use-values...In
fact, interest-bearing money capital cannot escape its ties to the mundane
world of labour and production. (McNally, 1999, p. 41)
The primary objective of this chapter is to gain an understanding of financialization
from the perspective of the LTRPF. As stated, there exist several unique approaches
to the process of financialization. However, the goal of this chapter is not to achieve
a single true approach that captures all the complexities of financialization. In
addition, it is important to remember none of these approaches has been developed
isolated from each other. Over the course of the development of their differences and
similarities, all of the approaches engaged in a dialogue with one another. Therefore,
while covering these approaches, the goal of this paper is to understand the
characteristics of financialization from different vantage points while keeping in

mind the substantial methodological differences.

After a brief introduction to the main approaches to financialization, three distinct
approaches, which are formulated respectively by Costas Lapavitsas, Ben Fine with
Dick Bryan are Michal Rafferty, will be explained, and their implications for the
Marxist crisis theory is discussed with reference to the 2008 crisis. These three
approaches highlight key elements that are also emphasized in other heterodox and
Marxist approaches to financialization. These three approaches require further
elaboration since they, all claiming to be derived from classical Marxism, possess
divergent and distinct perspectives on the transformation of the relationship between
finance and production. Based on these approaches, the last section attempts to reach
an understanding of financialization from the perspective of the LTRPF following

the methodology offered at the end of the second chapter.
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4.1.  Alternative Approaches to Financialization

After the financial crisis of 2008, there has been a surge in the amount of interest in
financialization. Nevertheless, it is not possible to reach a consensus regarding the
definition of financialization or even the existence of the phenomenon.” Especially
after the 2008 crisis, financialization was brought to the forefront of the literature,
which is broadly defined as indicating the increase in the number of financial
activities. Although they acknowledged the empirical observation, the heterodox and
Marxist approaches to financialization were primarily concerned with how to
incorporate this empirical observation into a more comprehensive theoretical
framework that was rooted in the history of capitalist relations of production.
Therefore, they focused on determining whether the process of financialization has
indeed initiated a new epoch of capitalism or if the relation between the real and
financial sectors has undergone any alterations.

4.1.1. Financialization as a signifier of the new epoch in the capitalist mode of

production

The prevailing method of defining financialization, which emphasizes the increase in
financial activities relative to the overall output, has faced criticism for its
inadequacy in capturing the distinctiveness of financialization. Giovanni Arrighi
(2003) contends that the increase in financial activities signifies the decline of the
existing capitalist order. However, for Arrighi, the financialization process should be
understood within a broader historical framework, specifically in relation to the
decline of the world system. He supports this argument by providing similarities with
the late 19th century, in which the financial sector expanded in relation to the
production sector (Unsal, 2021). According to Arrighi, when capital encounters
difficulties in generating profits through production, it redirects towards the financial
sector in search of speculative gains. This phenomenon is believed to contribute to
the decline of the current dominant power, the United States, and marks the autumn
of the ‘long durée’ of capitalism (Arrighi, 1994). Greta Krippner (2005) posited that

7 For instance, some viewed the rise in the financial activities as a temporary phase that did not lead to
any underlying structural transformation in capitalist production (see: Mavroudeas & Papadatos,
2018; Subasat & Mavroudeas, 2023).
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not only financial institutions, but also non-financial corporations engage in financial
activities with the aim of maximizing their profits. As a result, Krippner (2011, p. 51)
argues that “profit making in recent years has occurred increasingly through financial
channels.” In addition, supporters of this approach have contended that the approach
to financialization limited with the quantitative increase in financial activities fails to

adequately comprehend the transformations in social and economic relationships.

Robert Pollin (1996) criticized Arrighi for his inability to explain the mechanisms
through which profits can be generated within the financial sector. In addition, the
representatives of this approach could not explain why the rise in financial activities
signifies the fall of the existing capitalist order if profits could be achieved through
finance. Lapavitsas (2011) has also contended that Arrighi fails to explain a potential
successor to the ‘existing hegemon,” the US. Lapavitsas argues that Arrighi’s
proposals, which are Japan and China, do not show similarities with the earlier
historical periods, as both countries still lend to the US. Moreover, Albo et. al.
(2010) has stated that with financialization the power and hegemony of the US. over
the world has significantly increased.

One of the approaches which indicated the rise of finance in its initial stages came
from the French Regulation School. The proponents of the Regulation School
contend that the emergence of finance during the new phase of capitalist
accumulation has replaced the previous Fordist mode of regulation with the finance-
led accumulation regime. In the Fordist mode of regulation, the combination of
increased wages as a source of higher levels of demand and large-scale production
resulted in intensive accumulation. However, the finance-led accumulation regime
has been characterized by low growth rates and low productivity due to the primary
emphasis of corporate governance on financial markets rather than production and
investment. The proponents of the regulation school have underscored the
significance of the shareholder value revolution, which has an impact on corporate
management styles and investment choices. The occurrence of large-scale mergers
and the rise in capital mobility exert pressure on corporations to prioritize short-term
gains from stock shares and to downsize the production capacities of the firm (Boyer,
2000). One of the crucial factors in this transition has been the shift from a bank-
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based credit system to a market-based credit system for financing investments
(Aglietta & Breton, 2001). Regarding the heavy emphasis on the short-termism of
corporate governance, Lapavitsas (2013) argued that the regulation school does not
go beyond the revision of shareholder value theories in its approach to
financialization. Moreover, Bryan and Rafferty (2006, p. 33) question the validity of
theories that emphasize shareholder value by asserting that “institutional shareholder

pressure on company boards ... is the exception rather than the norm.”

While defining financialization, another approach to using periodization comes from
the work of Dumeénil and Lévy. They identify finance as the root of neoliberalism
with the changing class composition within the power bloc (Duménil & Lévy, 2004).
Duménil and Lévy (2011b) argued that the first decades after the post-war period
were characterized by compromise between the popular classes and the managerial
class, with the containment of the capitalists' interests. The decline of capitalist class
power and the absence of working-class power have resulted in a situation
resembling a stalemate. This has allowed managers to gain autonomy and further
enhance their power within the existing system of accumulation. During the
neoliberal era, as the capitalist class restored its class power, a new compromise
emerged between the managerial class and capitalists. Duménil and Lévy (2011), by
indicating the rise in dividend payments to the shareholders, argue that the profits
which went to the investments for production in earlier periods now go into the
shareholders, which raises the importance of financial managers in corporations.
Moreover, they argue that numerous managers possess shares in corporations,

thereby aligning their interests more closely with capitalists.®

Duménil and Lévy offer a tripolar class configuration instead of a conventional
classification between wage earners and capitalists by defining managers as a distinct
class. However, they cannot provide sufficient support other than indicating
managers’ autonomy in the decision-making process by focusing on organizational
and technical aspects of corporate governance. In other words, in so far that they

cannot differentiate the interests of the so-called managerial class from the popular

8 Since many people in current capitalist society indirectly holds securities and other type of funds,
Duménil and Lévy (2004) proposes “two-tier capitalism” which differentiate those who has some kind
of indirect capital-ownership and does not belong to the capitalist class and “proper” capital owners.
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classes and capitalists, the role of the managerial class becomes restricted only to
participation in the formation of hegemony and power bloc secondarily alongside the
main classes. This arises from their perspective, which fails to relate the autonomy of
managers in the decision-making process in corporations with the interests of the
capitalist class. In addition, their focus on organizational and technical aspects within
corporations rather than labour processes has further augmented their tripolar class

configuration.

4.1.2. Financialization as an epiphenomenon of the stagnating tendencies in the
sphere of production

The Monthly Review school was one of the first to emphasize the expansion of
finance relative to production in capitalism starting from the 1990’s. One of the
mechanisms to absorb surplus, which is considered to be main contradiction, by the
Monthly Review school is financial sector. Foster (2015) explains that Magdoff
initially criticized Baran and Sweezy’s book, Monopoly Capital, by not exploring the
role of finance in waste mechanisms. |Initially, Sweezy (1997) identified
financialization as one of the three features that characterized accumulation in
contemporary capitalism alongside monopoly and stagnation. As explained in the
second chapter, Sweezy identifies the absorption of surplus as the primary
contradiction of capitalism, in accordance with his theory of monopoly capitalism.
He highlights the expansion of the finance sector since the 1970s as one of the major
means of surplus absorption. Expansion of finance has been seen by Monthly
Review school as a means to address the existing economic stagnation and
insufficient effective demand in monopoly capitalism, even though it is
acknowledged that this solution would not be sustainable in the long run and would
eventually lead to a crisis (Sweezy, 1994). Therefore, stagnation which Baran and
Sweezy believed the characteristics of monopoly capitalism attempted to be
overcome by the expansion of finance even though it failed to do so. Subsequently,
Foster (2019) argued that even though financialization does not represent a new stage
in capitalism, it is a new phase in the monopoly stage of capitalism. Nevertheless, the
Monthly Review school fails to provide a compelling rationale for why

financialization, rather than other means of absorbing surplus, signifies a distinct and
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novel phase. Furthermore, Monthly Review’s conceptualization of financialization
does not go beyond the common understanding of financialization, as they also view

financialization as a quantitative expansion of finance.

As Monthly Review school, Robert Brenner has sought the cause of financial
expansion in the stagnation tendencies in the sphere of production. Brenner (2000)
argues that over-capacity occurred in production led to the overaccumulation that has
been present in capitalist economies since the 1970s. Brenner’s reasoning for
overaccumulation stems from the tendency of falling rates of profit, while his
conceptualization of the LTRPF, which is grounded only on the concrete competition
between individual capitals rather than competition in general as discussed in the
previous chapter, aligns with Adam Smith's interpretation of the LTRPF rather than
Marx's (Fine et al., 2000). Excessive accumulation in production, for Brenner, causes
a decrease in profit rates. As stagnation tendencies exist in the production sphere,
capital needs cheap credit for its reproduction. Various ways to boost demand
through cheap credit creation have led to a rise in the percentage of total corporate
profits which came from financial institutions, particularly commercial banks
(Brenner, 2000).

Similar to Brenner, many, mostly Trotskyites, have connected the crisis that has been
present since the 1970s with financialization (e.g., Harman, 2009; Callinicos, 2010;
Savran, 2013). However, they employ the LTRPF as closer to Marx’s interpretation,
unlike Brenner. This approach is grounded on the argument that capital could not
fully overcome the 1970’s profitability crisis since there had not been a capital
devaluation since that period, which is essential for the restoration of profit rates for
Marx’s theory of crisis. As profit rates remained lower after the crisis, capital sought
higher profit rates by engaging in speculation activities in financial markets.
Although the question of capital devaluation for the restoration of profit rates is
essential for the analysis of existing capital accumulation regimes, this approach fails
to capture the complexities of financialization by viewing it as a mere rise in
speculation activities. To reach an understanding of financialization from the
perspective of the LTRPF, it is required to explain the underlying transformation in
the relationship between production and finance.
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4.2.  Financial Expropriation Approach

One of the influential approaches to financialization has come from Costas
Lapavitsas by introducing the concept of financial expropriation.® By putting
forward the essential characteristics of financialization, he argued that
financialization has led to a novel stage in capitalism. Lapavitsas analysed
financialization from three key transformations that occurred in capitalist
accumulation: the changes in financing investments of non-financial firms, changes
that occurred in the banking sector, and the rising indebtedness of households and
workers. Based on these changes, Lapavitsas argues that with financialization, there
has been an emergence of a new form of surplus-value, which is the expropriation of

workers’ wages by banks through financial means.

Lapavitsas explains the emergence of financialization with the background of
changes that occurred in the capitalist mode of production after the 1970’s crisis.
According to Lapavitsas (2009), productivity growth in centre-capitalist countries
remained relatively stable from the mid-1970s to the end of the 2008 crisis, with the
exception of a brief period in the 1990s. The sluggish rates of productivity growth
resulted in reduced rates of accumulation for the production sector. Furthermore,
Lapavitsas highlights the deregulation of the labour market, which involves the
increase in the labour force through the inclusion of women and the integration of
China into the world market. The emergence of the ‘gig economy’ has resulted in
increased labour intensity and precariousness. Furthermore, Lapavitsas underscores
the growing influence of transnational corporations (TNCs) as a result of the surging
number of mergers and acquisitions, leading to the relocation of productive capacity
to different regions.

One of the issues in the approach of financial expropriation proposed by Lapavitsas
is its insufficiency in explaining the origins of financialization. While he provided an
explanation of the changes that took place in the capitalist mode of production during

the onset of financialization, he fails to establish the necessary connections between

® Dos Santos (2008, 2009), Dymski (2009) and Mendieta-Mufioz (2016, 2019) made notable
contributions to the financial expropriation approach, but it was primarily Lapavitsas who developed
the theoretical framework.
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these changes and the rise of financialization. In other words, Lapavitsas could not
explain which specific impacts of the low productivity growth, precarious labour,
rising influence of TNCs and shift in production in the world market led to the

emergence of financialization in general and financial expropriation in particular.®

4.2.1. Transformation in the financing the investments by non-financial

corporations

According to Lapavitsas, there has been a transformation in the relationship between
non-financial corporations and banks with financialization. The deregulation of
financial markets has led to a substantial expansion in open financial markets. This
has expanded the opportunities for non-financial corporations to secure funding for
their investments through alternative means rather than relying solely on borrowing
from banks. As previously stated, the rise in mergers and acquisitions lead to the
rising influence of TNCs and has augmented the significance of shares and bonds in
corporate governance, leading to what some consider a shareholder value revolution
(cf. Knafo & Dutta, 2019). In addition, the growth of open financial markets has
created new means for non-financial corporations to use their retained profits that

remained after the payments to dividends for self-financing their investments.

Lapavitsas contends that the growth of the stock market and increasing involvement
by non-financial corporations have resulted in a decline in their dependency on
banks. Rather than taking credit from banks, the expansion of self-financing
practices has led to a change in the relationship between industrial capital and banks.
As a result, banks started to seek a new market for their capital, which will be further
discussed below. The change in the relationship between industrial capital and banks,
for Lapavitsas, has differentiated this era from the early 20th century when
Hilferding proposed the concept of finance capital for the fusion of banks with
industrial capital under the domination of the former. With financialization, there has

not been a situation where banks dominate industrial capital; on the contrary,

10 Since one of the first things come to mind in the relation between the low productivity growth and
expansion of finance has been flow of capital from production into finance, it is necessary to note that
Lapavitsas (2011) heavily criticizes this view by arguing that it neglects to differences between the
concepts of fictitious capital and loanable money-capital or interest-bearing capital. On the other hand,
Kaldor (2022) criticizes Lapavitsas by stating that he disregards the relationship between them.
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financialization has created a situation in which industrial capital has increasingly
gained independence from banks.

Lapavitsas has exaggerated many aspects of financialization, which will be
elaborated further below, but he undermined the impacts of the rising involvement of
corporations in opening financial markets. Even though this involvement has
presented new opportunities for non-financial corporations to self-financing their
investments, it has created a situation where their reliance on the developments in
finance, in general, has increased more than ever before. Moreover, Lapavitsas’
emphasis on self-financing practices of industrial capital is anything but novel since
these practices were already present in the inter-war period, as Sweezy and other
proponents of the Monthly Review school indicated, as thoroughly discussed in the
second chapter. Moreover, Hilferding’s analysis, which overemphasizes the
dependence of non-financial companies on the banks, has been criticized for not
differentiating the particularities of the German economy from the general trends of
the capitalist economy. Even in the early 20th century, large corporations mostly

used their internal funds for investments (Norfield, 2014).

4.2.2. Transformation of banking capital

Another important change that has occurred with the emergence of financialization,
for Lapavitsas, has been the transformation in banking activities. With the decreasing
reliance of non-industrial firms in terms of financing their investments, banks
increasingly turned into investment banking activities to generate revenue. With their
primary function as intermediaries in money-lending having been substantially
decreased, the rise of investment banking with financialization allowed banks to
become “financial market mediators that mobilize short-term funds to invest in
securities” (Lapavitsas, 2009, p. 133). Especially the rise in the derivatives market
accompanying shares and bonds has led to the huge growth of stock markets, which
increased the importance of investment banks and their role in mediating the
transactions. Lapavitsas (2013) argues that the role of banks in the stock market is
most evident in over-the-counter (OTC) derivatives, which constitute a significant
portion of the derivative market and considerable size among them involves “one

dealer bank as a counterparty” (p. 14).
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Particularly in the US, the abolishment of the Glass-Steagall Act in 1999, which was
brought into force after the great depression, has blurred the distinction between
commercial banks and investment banks. Lapavitsas argues that the abolishment of
the law allowed banks to emancipate themselves from some of the regulations and
liabilities and engage in bigger risks. Furthermore, the privatization of insurance and
pension funds, which were previously provided by the state, has enabled banks to
allocate these funds towards short-term trading activities. These developments
enabled banks to earn commissions and fees through their role as financial market
mediators in stock market trades. Lapavitsas (2013) argues that these profits are
separate from interest revenues, and it is something similar to what Hilferding
called a founder’s profit (p. 159). Hilferding employs the concept of founders selling
shares at a price higher than the necessary investment value in the stock market. This
results in a situation where the buyer pays an additional amount for the same surplus-
value that will be generated by the corporation in the future. Hilferding contends that
due to the banks’ ownership of major shares at the beginning of the investment
projects, banks receive the lion's share in founders’ profit among shareholders.
Furthermore, their share size allows them to exert influence over managers, enabling
them to manipulate share prices in a manner that is not possible for other
shareholders. As a result, Lapavitsas (2009) argues that with financialization,
“financial profits are now generated not only by interest but also by fees” (p. 132).
However, Chesnais (2016) objects that these fees and commissions must be

categorized as interest.

The first point under debate concerns the nature of what are now named ‘non-
interest’ banking profits. These profits come from fees and commissions...
The growth of these sources is one of the factors behind the increase of
financial profits as recorded in national accounts. Seen from the perspective
of the appropriation of surplus-value, these various commissions and fees
paid to banks by corporations and high-bracket households clearly fall under
the heading of interest. (p. 74-75).

Banks have generated additional income through their trading activities in stock
markets. Lapavitsas contends that a sizeable portion of banks' revenue is derived
from engaging in the investment banking activity of trading in 'Credit Default Swaps'
(CDS) (Lapavitsas, 2009). Lapavitsas argues that banks' capacity to acquire
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information through interpersonal or institutional relationships, combined with
statistically driven techniques, gives them an advantage in the informational
disequilibrium. This advantage allows them to generate profits from speculation in
CDS trading. Nevertheless, it needs to be noted that these financial profits are
derived from a zero-sum game and do not contribute additional value to the overall
economy. Additionally, it has been argued that Lapavitsas attributes the substantial
changes brought by financialization to the institutional transformations rather than

seeking its root in capitalist accumulation (Gugla, 2014).

4.2.3. Exploitation in the sphere of circulation: financial expropriation

As banks faced loss in their source of demand for credit by the transformation of
financing investments in financialization, they turned into households’ income for
novel sources of demand for credit. It must be noted that the credits given to
households have already existed in earlier periods of capitalism. Nevertheless, the
scale of total credits given and the number of people borrowing from banks
substantially increased with financialization. Particularly due to the privatization of
public services such as housing, education, and health, which were developed to
meet the elementary needs of the working class, they have been transformed as
households have been increasingly forced into taking credit from banks to meet those
needs. Furthermore, this process has overlapped with the period when interest rates
remained low in centre-capitalist economies, which increased the lending of
households for both basic necessities and general spending. It is important to
acknowledge that in the period when real wages remained stagnant, borrowing
practices were compulsory rather than voluntary practice, contrary to what
mainstream theories have argued (Stockhammer, 2010). The process needs to be
considered in relation to the initiative role run by the state in the financialization

process in general, households being forced into financial mechanisms in particular.

Lapavitsas (2013) contends that there has been a substantial rise in household
borrowing relative to both total bank lending and GDP in centre-capitalist nations.
The process has yielded significant revenue for banks, derived from the interest

payments by households. Lapavitsas introduces the notion of financial expropriation,
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which refers to the appropriation of part of the workers” wages by financial capital.

He explains its difference from exploitation in production:

It should be clearly distinguished from exploitation that occurs in production
and remains the cornerstone of contemporary capitalist economies. Financial
expropriation is an additional source of profit that originates in the sphere of
circulation. In so far as it relates to personal income, it involves existing
flows of money and value, rather than new flows of surplus-value. Yet,
despite occurring in circulation, it takes place systematically and through
economic processes, thus having an exploitative aspect. (Lapavitsas, 2009, p.
131).
Lapavitsas argues that financial expropriation should be thought in relation to what
Marx called profit upon alienation.'* The concept, which was earlier introduced by
Sir James Steuart, has been incorporated by Marx into his analysis of capitalism.
Marx uses the concept for the appropriation of value by capital in the sphere of
circulation in instances of unequal exchange relations; one party seizes the value of
the other, resulting in a situation where no value is created, commonly called a zero-

sum game.

Tonak and Duman (2024) argue that profit upon expropriation explains the ways in
which capital can generate profit without the production of the surplus-value in non-
capitalist spheres. Lapavitsas contends that Marx also employs the profit upon
alienation in dealing with the financial transactions involving the lending of money
to workers at high-interest rates for consumption purposes, distinct from money
lending for the purpose of production, which is called interest-bearing capital, as will
be elaborated in later. Marx considers the profit upon expropriation as a form of
interest which belongs to an earlier mode of production and “struggle against their
extinction and absorption into the modern mode of production.” (Marx, 1972, as
cited in Lapavitsas, 2013). However, Lapavitsas argues that, with financialization,
financial expropriation has become the systemic way of obtaining profit for financial

capital.

Lapavitsas's approach is significant in the sense that it attempts to conceptualize

financialization as a partially deliberate strategy of capital rather than a phenomenon

1 The term “profit upon expropriation’ is often used interchangeably.
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that arises automatically by objective economic laws. However, as in the case of the
profit-squeeze theories of crisis, the financial expropriation approach limits the class
struggle analysis solely to the sphere of circulation. The similar point has been raised
by also Fine (2010): “This is significant for bringing class-relations into account,
albeit displaced from the sphere of production into the sphere of exchange” (p. 100).
Although Lapavitsas acknowledges the changes in the labour-market in the period
preceding financialization, the impact of these changes on the sphere of production
remains little to none. Moreover, in his analysis of financialization, only change in
the production sphere is restricted to the self-financing activities of non-financial
corporations. Therefore, in Lapavitsas’ analysis of financialization, production
continues without any disruption, and the only obstacle to the accumulation of
capital appears to be stagnant productivity stemming from the lack of technological

innovation.

Lapavitsas grounds the ways in which financial capital appropriates the portion of
the wages of workers or the reproduction process of the working class by indicating
the disbalance in information among borrowers and lenders. Moreover, Lapavitsas
cannot specify why industrialists are not subjected to expropriation within a similarly
disadvantaged position in informational disequilibrium relative to the banks.
Therefore, Lapavitsas’ reasoning for financial expropriation relies more on the
technical-organizational aspects of the borrowing process rather than a
comprehensive class analysis. Furthermore, his argument is based on technological
determinism, where advancements in information and technology are presented as
“roots” and “deeper causes” of financialization in general, financial expropriation in

particular.

The conventional Marxist perspective on financial profits posits that they are derived
from the surplus-value generated in the production sector and subsequently allocated
to non-productive sectors, which includes the payment of interest to the monied
capitalists. Nevertheless, Lapavitsas contends that financial profits are no longer
derived solely from the surplus-value generated in production but rather have
become an integral component of the working class's reproduction process with

financial expropriation. It is essential to note that Lapavitsas does not argue that
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credits given to households do not create new value; interest paid by the households
represents the existing value that is created in production as earlier.

The exchange in the capitalist mode of production, which is assumed to be among
equal parties, is transformed into one of the sources for the generation of profit with
financialization, according to Lapavitsas. Lapavitsas’s argument on financial profits
coming from wages instead of a portion of the surplus-value received numerous
criticisms. Fine (2010) argues that even if financial profits came through wages and
“persisted and strengthened over the past thirty years along with financialization
itself, surely the value of labour-power has become pitched at a lower level, rather
than a portion being stolen away, as it were?” (p. 100). Similarly, Norfield (2014)
contends that if financial profit is made through the appropriation of part of the
income of the households systematically, that means in the long-run value of the

labour-power diminishes to the level equivalent to the after the payment of interest.

Lapavitsas argues that financial profits are attained through the appropriation of part
of the worker’s wages. The reasoning he provided for financial expropriation as a
separate phenomenon from the existing surplus-value relies on the concept of ‘profit
upon alienation’ as explained above. Lapavitsas argues that financial expropriation is
a systematic way to acquire financial profit as a profit upon alienation. He contends
that “financial profit resembles a primordial form of profit” closer to the profit of
usury (Lapavitsas, 2013, p. 144). However, Marx discusses the profit upon alienation
as a pre-capitalist method for generating profits, which is not exclusive to the
capitalist mode of production. This does not imply that it will become extinct in
capitalism. Rather, it means that it will remain the exception and will not
systematically happen. As Marx puts it, the pre-dated forms of financial profits will

exist in capitalist production but as subordinate forms.

Two of the forms in which usurer's capital exists in phases prior to the
capitalist mode of production are particularly characteristic. | deliberately use
the word 'characteristic’, for the same forms recur on the basis of capitalist
production, though here they are merely subordinate forms. In the latter case
they are no longer forms that determine the character of interest-bearing
capital. (Marx, 1982, p. 729).
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Nevertheless, the systematically appropriating part of the value of labour-power
leads to a fall in the value of labour-power, as explained above. Moreover, it is
important to note that the profit upon alienation should not be understood as
exclusive to the exchange between capitalists and the working class. On the contrary,
it can also occur within the exchange relations among the fractions of the capitalist

class.

Lapavitsas’s stance on equalizing profit rates between banking capital and other
sectors had been controversial. Norfield (2014) argued that in Profiting without
Producing, Lapavitsas appears to be asserting that profit rates among banks and
other capitalist sectors tend to be equal, which is the position also taken by
Hilferding. However, Norfield argues that interest-bearing capital occupies a distinct
position among different forms of capital, as laid out by Marx. In contrast to Fine
(2010), who asserts that banks do not lend to each other for entry into the financial
sector, thereby suggesting that banks enjoy higher profits, Lapavitsas argues that
lending practices among banks are common in developed capitalism. Lapavitsas
criticizes this argument by pointing out that “Fine’s error originates in treating
banking capital as loanable capital rather than as a form of capital evolving out of
merchant’s capital.” (p. 136). Nevertheless, they both accept the crucial function of
banks in a capitalist economy, which is to provide funds for diminishing the
competitive entry to sectors, thereby equalizing the profit rates within and across

different capitalist sectors.

In his later collaborative works with Mendieta-Mufioz (2016; 2019), Lapavitsas
explicitly assert that financial profits relative to the total profits have significantly
increased since the 1970’s. They argued that the general rate of profit remained
mostly constant throughout the period while financial profits experienced an
enormous rise. The enormous rise in financial profits is primarily attributed to the
systematic appropriation of workers’ wages by financial institutions. Furthermore,
they contended that the state's active involvement in the financialization process,
achieved through the deregulation of the financial sector, the independence of central
banks, and the state's growing control over finance through interest rate and liquidity
decisions, has facilitated the long-term sustainability of financial profits. Fine has
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strongly criticized this position, asserting that if the financial sector generates higher
profits than the average profit rate, capital should naturally flow into that sector,
thereby reducing the overall profit rate and equalizing profit rates across all sectors

of capitalism.

Lapavitsas (2012) views the 2008 crisis as the structural crisis of financialization. He
criticizes the perspectives that view the financial aspect of the crisis as “a ‘surface’-
event that presumably reflects the ‘deeper’ (hence ‘real’) causes of crisis” (p. 8).
Particularly, the ones who view the 2008 crisis as stemming from the LTRPF have
been criticized heavily by Lapavitsas. He argues that profit rates remained stable
during the period of financialization while the financial profits relative to the total
profits rose significantly (Lapavitsas & Mendieta-Mufioz, 2016). Moreover, he
argues that financialization has transformed the relationship between production and
finance by shifting the role of the financial sector from the mere providing of funds
for commodity production. Lapavitsas (2012) states that this situation is evident
considering the financial activities of productive capital, the state and the working
class. In addition, he objects to the explanation of the crisis as overaccumulation of
fictitious capital independent of real accumulation because the main reason for the
crisis was the credits given to households for Lapavitsas. Therefore, the 2008 crisis

was rooted in loanable money-capital or interest-bearing capital (p. 30).

Chesnais (2016) argues that the amount of credit given to households and its
importance is exaggerated by Lapavitsas since it was not a global trend and remained
specific to the US. He gives reference to the Liikanen report on European banks,
which shows that the significance of consumer loans has fallen regularly since 1999.
Moreover, the report demonstrates that the loans provided to households in the UK
constitute only 4% of the total assets of financial firms (Liikanen, 2012, p. 15; as
cited in Chesnais, 2016, p. 76). The different forms of financial capital are
thoroughly examined below. However, it will be sufficient to note that Lapavitsas
conceptualizes loanable money-capital and interest-bearing capital as entirely distinct
forms of capital from fictitious capital. In contrast, Marx emphasized the

interconnectedness among these forms of capital.
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Lapavitsas contends that there has been a stagnant real accumulation and stable rate
of profits in non-financial companies, which has been accompanied by stagnant real
wages under the period of financialization. The only change that has occurred is a
significant increase in the financial profits, which he argues is a result of the
appropriation of the workers’ wages. The economic stagnation in which the only
change has been the flow of value from wages to banks (who use their extra-
economic 'informational’ power to seize a portion of the value of labour-power) has a
striking resemblance to the theories of Monopoly Capitalism. Moreover, Lapavitsas’
analysis of the crisis as the inability to sustain mortgage and loan provisions by
households with stagnant real wages aligns his perspective of the 2008 crisis with the
theories of underconsumption. This perspective diverges significantly from his
previous approach, in which he offered an explanation of crises based on over-

accumulation, drawing on Hilferding (Unsal, 2021, p. 71).

4.3. The Prevalence of Interest-bearing Capital Approach

As explained at the beginning of the chapter, many takes financialization as a
signifier of the new epoch in capitalism defining. Similarly, Fine argues that
financialization is the most salient feature of neoliberalism. Neoliberalism, as the
current stage of the capitalist mode of production, has been characterized by the
restructuring of the capital by financialization, which “transformed profoundly the
organization of economic and social reproduction” (Fine & Saad-Filho, 2016, p. 3).
Fine defines financialization as the “intensive and extensive accumulation of interest-
bearing capital.” Furthermore, he argues that financialization is characterized by the
dominance of finance in the ever-expanding domains of economic and social life.
According to Fine (2010), the era of financialization represents a slowdown of real

accumulation under the dominance of financial capital.

Fine (2008) identifies three key factors that have had a substantial impact on the
process of financialization during the last four decades. Firstly, Fine highlights the
significance of the role of state in shaping financial and monetary policy. He
emphasizes that the state itself participates as an active agent in the financialization

process by issuing paper bonds. Furthermore, Fine points out the role of world
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money and how money in general, including its ‘relations, properties and functions,’
are realized in the presence of numerous national currencies. Finally, Fine indicates
that historical particularity arises from the interplay of the two preceding
components. Their interactions exhibit unique patterns of accumulation on a global

level for Fine.

4.3.1. Financialization as the most salient feature of neoliberalism

Before delving into the detailed analysis of Fine’s approach to financialization, it is
necessary to explain how he defines neoliberalism and establishes its connection
with financialization. Fine (2010) defines neoliberalism as the “systematic use of
state power to impose, under the veil of ‘non-intervention,” a hegemonic project of
recomposition of the rule of capital in most areas of social life.” (p. 11). Fine
particularly emphasizes the state withdrawal from the economy as a ‘neoliberal
myth’ (Yalman, 2021), contrary to the rhetorical and scholarship perspective of
neoliberalism. Fine distinguishes two distinct phases of neoliberalism. In the first
phase, the state intervenes in the economy to promote the interests of private capital
with the application of shock therapy, which, more often than not, requires the state
to consult coercion. In the second phase of neoliberalism, a process of consolidation
and preservation of social relations, which has been laid out in the earlier phase, took
place. Fine argues that the second phase of neoliberalism is also characterized by the
rationalization of the piecemeal state intervention for moderation and promotion of

the interests of private capital.

Fine argues that neoliberalism is underpinned by financialization; however, he
emphasizes that neoliberalism cannot be reduced to financialization (Fine & Saad
Filho, 2016). For Fine, there is a direct relationship between neoliberalism and
financialization. Fine’s approach is evident in his reasoning for defining
neoliberalism as a distinct stage in the capitalist mode of production since the
restructuring of capital with reproduction and reorganization of social and economic
life are ever-increasingly determined by the interests of private capital in general and
finance in particular. Fine argues that with neoliberalism, the promotion of interests

of private capital increasingly corresponds to the promotion of interests of finance.
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While in the first phase of neoliberalism, deregulation or as Fine and Saad Filho put
it (re-)regulation of private capital made through the alignment of the interests of
finance, in the second phase of neoliberalism, the state intervention has increasingly
corresponded to the moderation of the impacts of financialization according to the
interests of finance. Neoliberalism represents the change in the balance of power
between labour and capital, and it also represents the changing balance of power

within different fractions of capital.

4.3.2. The intensive and extensive accumulation of interest-bearing capital and

fictitious capital

Fine's financialization analysis centres around the ever-increasing power of interest-
bearing and fictitious capital. Fine indicates intensive accumulation of interest-
bearing capital for the enormous rise in finance during the period of financialization.
Additionally, he highlights the extensive accumulation of interest-bearing capital as
it becomes increasingly attached to the ever-expanding areas of economic life. Fine
defines financialization as interest-bearing capital together with fictitious capital,
attaching itself to the other various forms of capital (Fine, 2008). In other words,
financialization for Fine i1s “the intensive and extensive accumulation of fictitious
capital or, in other words, the increasing scope and prevalence of IBC in the
accumulation of capital.” (Fine, 2014, p. 55) Hence, it is essential to thoroughly
examine the nature and characteristics of interest-bearing capital and fictitious capital
and explore their role within the capitalist mode of production in order to understand

Fine’s approach to financialization.

Fine explores Marx’s theory of money and finance to understand financialization
with the concepts from the theoretical framework of Marx’s labour theory of value.
Accordingly, Marx distinguishes two forms of usage of money in his theory of
finance. First, money is lent or borrowed for the use of money for the purchase of
commodities or payments. Marx defines this type of usage as ‘money as money.’
The use of money as money has no effect on the production of the surplus-value. It is
merely the transfer of the existing value between a debtor and a collector. Marx,

however, recognizes another kind of money use where borrowed funds are employed
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in the process of accumulating surplus-value via production. Marx refers to the use
of money to generate surplus-value as 'money as capital’. In both scenarios, there
may be an interest that necessitates a larger repayment amount than the initial loan or
borrowing. As Marx is primarily interested in the use of money for the purpose of
expanding accumulation, he defines the use of ‘money as capital’ as interest-bearing

capital.

In interest-bearing capital, the payment of the total amount of debt, including the
interest, is contingent upon the production of the surplus-value. Therefore, there is a
direct relation between the profitability of the capital that deals with the productive
labour and interest-bearing capital. While these two forms of use of money are
distinct and clearly defined in abstract terms, in actual capitalist finance, the
distinction between these two forms is blurred. Idle money in capitalist finance is
utilized regardless of the use purpose or the intentions of the borrower. Thus, Marx
uses the term loanable money-capital to refer to the money market as a whole, the
co-existence of money functioning as capital and money functioning only as money.
Put simply, the credit obtained intended for the consumption and acquisition of
goods and services or payments and the credit taken for the expansion or
accumulation of capital is irrespective of the origins of idle money, which may come

from personal savings or from financial assets of corporations (Fine, 2014).

Marx defines another form of capital that relies on the anticipated future creation of
surplus-value, which is fictitious capital. Marx argues that fictitious capital, which is
distinct from real capital invested in production consisting of means of production,
workers, and money-capital, may develop its own existence. As fictitious capital
represents a mere entitlement to value, it is not directly linked to real capital. Since it
creates a misunderstanding, it is crucial to clarify that Marx does not refer to
fictitious capital to refer to capital that does not exist. As fictitious capital is not
directly related to real capital, it is fictitious because its value may deviate from the
capital it represents. As the claim of the value can be turned into capital, the same
applies to loans as well. The claim of the value of debt can also turned into a
commodity which can be bought and sold in the market. Therefore, fictitious capital
can also be derived from the loanable money-capital.
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Marx explores the distinct forms in which fictitious capital may take in capitalism.
He uses the phrase fictitious capital to describe state-issued bonds for referring to the
illusion that the loan to the government is already spent, not as capital which will
yield more return, but as mere money that no longer has any existence other than the
claim of the debt. Nevertheless, the holder of the government bonds issued by the
state will receive interest with the money paid by taxpayers (Marx, 1982, p. 595).
However, as the state becomes more involved in capitalist production as an agent
itself with the development of capitalism, government loans are used increasingly as
capital rather than as money (Chesnais, 2016). Secondly, Marx talks about shares
and stocks of firms as a form of fictitious capital. These shares, which are the titles of
ownership, represent the capital actually invested. As they are merely the
representation of real capital, they are a form of fictitious capital. The third form of
fictitious capital identified by Marx consists of bank credits. As banks lend more
than their reserves, a significant portion of the bank credits is comprised of fictitious
capital. When the production of the surplus-value successfully generated with the
credits taken and debt, including its interest, is paid, the fictitious capital will
transform into real capital. Over the last several decades, novel forms of fictitious
capital emerged with financialization, the most notable ones being derivatives and
securities. Given that most of the bank credits consist of fictitious capital, the
interconnection between interest-bearing capital and fictitious capital makes their

separation almost impossible.

The connection between fictitious capital and real capital is not easy to establish. On
the one hand, fictitious capital could be taken as entirely independent from the
capital it represents. On the other hand, it may be argued that the trajectory of their
values is generally interconnected, although not identical, except in times of crisis.
As discussed at the beginning of the chapter, those who associate financialization
with stagnating tendencies in the sphere of production tend to conceptualize the
fictitious capital as nothing but speculation. These perspectives are grounded upon
some of the parts in Marx’ (1982) writings, including the following:

They [fictitious capital] become commodities, their prices having a specific

movement and being specifically set. Their market values receive a

determination differing from their nominal values, without any change in the
value of the actual capital (even if its valorisation does change). (p. 598)
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However, he further states: “On the one hand, their market values fluctuate with the
level and security of the receipts to which they give a legal title.” As can be seen,
Marx did not saw the value of fictitious capital totally independent of the underlying
commodity it represents but has potential to fluctuate or even show significant
discrepancies. Furthermore, Marx writes, The market value of these securities
Is partly speculative [emphasis added] since it is determined not just by the actual
revenue but rather by the anticipated revenue as reckoned in advance [emphasis
added]. Hence, it is not possible to conclude from Marx’s writings that fictitious
capital is entirely independent. Rather, apart from the speculative nature, the market
value of fictitious capital is primarily grounded on the anticipated revenue of the
represented capital and the safety of the projected income, which is essential for
understanding the underlying transformation between the spheres of production and

finance in recent years.

Fine's (2013) conceptualization of fictitious capital and his understanding of its
connection with the capital it represents has a significant impact on his approach to
financialization. Grounded on his interpretation of Marx’s writings, he defines
fictitious capital as “independent [emphasis added] circulation of IBC in paper
form.” (p. 50). However, Marx’s writings on the subject highlight both
characteristics of fictitious capital, namely its openness to speculation and its
connection to real capital. Fine's disregard for the dual nature of fictitious capital is
evident in his perspective on the trajectory of real accumulation under

financialization.

4.3.3. ‘Choked off’ real accumulation

As Fine primarily focuses on the speculative nature of fictitious capital, he considers
the fictitious accumulation to be a direct contrast to the real accumulation. As
previously explained, Fine argues that there has been an increasing prevalence of
fictitious capital and interest-bearing capital in recent decades. Fine contends that the
increasing prevalence of financial capital has been at the cost of industrial capital,
thus resulting in a slowdown in real accumulation. While Fine does not explicitly
articulate and elaborate this argument, there are indications in his texts that might

help in comprehending his line of thinking.
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Firstly, while identifying the state’s role during the different phases of neoliberalism,
Fine asserts multiple times that the state's involvement is characterized by actively
encouraging “private capital in general and finance in particular” (Fine & Saad Filho,
2016, p. 6). Consequently, the state’s active role in restructuring the capital,
according to Fine, both in times of crisis and in the ‘normal course of accumulation,’
has been increasingly revolving around specifically the interests of finance. Hence, it
can be inferred that Fine identifies the prevalence of finance and financial capital in
general and fictitious capital and interest-bearing capital in particular among
different fractions of capital. By providing funds to firms to enter into a more
profitable sector, interest-bearing’s function in the capitalist accumulation for the
equalization of the rate of profit within and across sectors is highlighted by Fine.
Fine argues that interest-bearing capital acts as an agent of competition without being
entirely subject to competition since it would not give credit to enterprises to enter
into the financial sector.

As interest-bearing capital occupies a distinct position among different forms of
capital, Fine (2014) asserts that “interest-bearing capital extracts its surplus (or
interest) prior to the distribution of the remaining surplus across other capitals” (p.
54). According to Fine, the distribution of surplus value that is created by the
productive labour between interest-bearing capital and industrial capital or other
forms of commerce capital is not predetermined by the value system. Rather, the
division between interest and profit of enterprise is primarily determined by the
outcome of the class struggle, as in the case of the determination of the value of the
labour-power. Nevertheless, Fine acknowledges that the objective laws of motion of
accumulation can still have a significant impact on the distribution of the surplus-
value. Hence, it can be concluded that Fine implicitly*? argues that the interest-
bearing capital has gradually taken a larger portion of the surplus-value from the
distribution by increasing its power over different forms of capital. This “has created
a dynamic in which real accumulation is both tempered and, ultimately, choked off

by fictitious accumulation” (Fine, 2008, p. 8).

12 Fine (2014) explicitly states that the balance between real capital and financial capital has changed
(p. 48-49).
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Fine’s argument on financial capital in general, fictitious capital in particular
absorbing an ever-increasing portion of surplus-value, which results in the slowdown
of the real accumulation, shows significant resemblances to crowding out theories of
financialization. For instance, Orhangazi (2008) by investigating the accumulation
rate of the non-financial sector, finds that the revenues of non-financial firms have
been progressively allocated towards interest and dividend payments instead of
investments throughout the period of financialization. Consequently, he contends
that financial profits have crowded out accumulation in non-financial firms by
stating “increased payments to financial markets can constrain real investment by
depleting internal funds” (p. 865). Similarly, Palley (2007) proposes the
financialization thesis, which maintains that there has been a shift in income
distribution in favour of capital, an increase in the proportion of interest share, and a

rise in financial profits relative to the total profits.

Foster (2008) offers a critique of the financialization thesis, arguing that it
mistakenly confuses the cause (stagnation in real accumulation) with the effect (rise
in financial profits). Although Foster wrongly attributes the stagnation tendencies in
the production sphere to the monopolistic structure of capitalism, he correctly
identifies the omissions of the so-called financialization thesis. Furthermore, the
theories of crowding out wrongfully assume what needs to be explained, namely the
rise in financial profits. Focusing the aspects of financialization on the
transformation in the corporate governance structure and seeking the stagnation of
real accumulation in the rise in interest and dividend payments, as Lapavitsas (2013)
argues, does not offer any significant advancements beyond existing theories of

shareholder value and the prevalence of stock markets.

Fine (2008) stated the following: “The financial system can be extraordinarily
powerful in mobilising and allocating finance for the purpose of real investment. But,
by the same token, it can both trigger and amplify monumental crises” (p. 3). He
only takes into account the second possibility for financialization. Fine’s approach to
financialization, by contrasting the real and fictitious accumulation, fails to
acknowledge the function of finance in promoting accumulation and serving as a

counter-tendency against the crisis tendencies in production. As discussed, Fine’s
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approach to the 2008 crisis stems from the choked-off real accumulation by the
fictitious accumulation. This approach shows notable parallels with the
disproportionality crisis theory, in which it is argued that the crisis stems from the
imbalance between the departments as a result of the market anarchy prevalent in
capitalist economies. Similarly, Fine (2008) attributes the cause of the 2008 crisis to
the disproportionality between the productive capital and financial capital while
asserting that the LTRPF is a shorthand way of explaining the crisis, which differs

from his earlier writings.

4.4.  ‘Financial Fix> Approach

Dick Bryan and Michael Rafferty provided an alternative perspective on
financialization, emphasizing the emergence of derivatives. While they do not claim
to provide a comprehensive approach to financialization, their viewpoint of situating
derivatives within the larger framework of the capitalist mode of production, based
on Marx's labour theory of value, offers a valuable methodology for understanding

the growth of finance in recent years and the phenomenon of financialization.

Building upon Harvey's concept of spatial fix, Silver (2016) adds the idea of a
financial fixto explain the flow of capital from production to finance. Although
Bryan and Rafferty’s approach has differed from this perspective, the concept of
financial fix while still adhering to the double-meaning under the concept of fix in
Harvey’s explanation, may help to explain the derivatives’ function in the capitalist
mode of production as fixing (pinning down) the value of the underlying assets for a
certain period of time and allows to commensurate with other commaodities across
time and space. Moreover, in the context of the internationalization of capital,
derivatives also function to fix (secure) price instability that arises from risks and

uncertainties.

4.4.1. Defining derivatives

Derivatives are contracts that are traditionally defined as an agreement to trade a
specific amount of a commodity at a pre-determined point in the future at a price that

has been agreed upon. The value of the derivatives is derived from the underlying
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asset and is generally used for hedging and speculating purposes in financial
markets. The agreement to trade at a pre-determined price acts as a mechanism that
mitigates various kinds of risks. Engaging in a contract for a future date at a pre-
determined price may serve as a means of hedging against unpredictability and

unfavourable circumstances.

Conversely, derivatives are also used for speculative purposes by taking over the
undesired risks of those who are hedging. While the origins of derivatives may be
traced back further, their use within the capitalist mode of production arose in the
19th century. “Stock options and futures were integral to 19th-century exchanges”
(Weber, 2000, as cited in MacKenzie & Millo, 2003). However, the legitimacy of
derivatives diminished substantially after the 1929 Great Depression. Prior to the
1980s, derivatives had been mostly used for securing price stability in agricultural

commodities.

Since the 1980s, there has been an enormous rise in the use of derivatives.
Derivatives expanded beyond agricultural commodities in agricultural production
with the introduction of financial derivatives, which were non-existent prior to 1973
(LiPuma & Lee, 2005). They have grown to such an extent that they now constitute
the largest kind of financial transaction (Bryan & Rafferty, 2006, p. 40). In addition,
financial derivatives have become more prevalent in derivative exchanges, while the
proportion of agricultural derivatives to the total derivatives has decreased

significantly.

As Martin (2013) states, with the rise in the international transactions, a wider range
of risks are being constantly re-valued, most prominently those related to currency
and interest rates. Even from the single transaction of an asset, there are several
circumstances and risks that may arise which enabled the development of derivatives
for the usage of different possibilities in wide range of areas. Consequently, the
aggregate value of all derivative contracts far surpasses the real or fundamental price

of the assets being exchanged.

Neo-classical economics understood the rise in the derivatives market in a

technological-determinist manner, interpreting the developments in economic theory.
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With the developments in the option pricing theory, Black-Scholes being the most
prominent one, the discourse on the derivatives market has transitioned from
gambling-speculation to efficient pricing and hedging (MacKenzie & Millo, 2003,
pp. 120-121). On the other hand, there exist significant contributions to the literature
that connect risk management and derivative markets with the broader framework of
financialization: “derivatives instrumentalise risk as a novel form of
ownership...which rests in circulation and contests finance as a site of accumulation

in and of itself.” (Wigan, 2009, p. 159)

However, the rise in the derivative markets needs to be thought in relation to the
underlying transformation that capitalist economies experienced during the
respective period. According to Bryan and Rafferty (2006), with the end of the
Bretton Woods agreement and so-called the ‘rollback’ of the capitalist state from
absorbing some of the significant risks that may arise in capitalist economies,
derivatives begin to function as a tool for mitigating capital’s exposure to risks.
Moreover, internationalization of the capitalist production also expanded the scale
and the extent to which the capital is exposed to various risks and making it more

vulnerable to volatility.

4.4.2. Locating derivatives

Bryan and Rafferty contend that derivatives, when the lack of the above-mentioned
previously existed circumstances that protected some of the risk exposures, have two
crucial functions in capitalism, namely the binding and blending role of derivatives.
Firstly, by making a contract for agreed-upon prices on the future date, derivatives
bind the present prices with the future prices. Secondly, the use of derivatives
establishes price connections that can easily be converted between various types of
assets. In other words, “derivatives blend different forms of capital into a single unit
of measure” (Bryan & Rafferty, 2006, p. 12). The blending role of derivatives allows
for the commensurate various forms of capital within each other, which is crucial in

the absence of any anchor-like standard such as gold.

As LiPuma (2017) calls it, ‘speculative ethos’ not only dominated the derivative

markets but also expanded into other sectors through derivative trading that was not
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previously viewed as speculative. Consequently, derivative trading is often seen as
having a poor public image due to its role in disrupting financial markets. On the
other hand, Marxist analyses of financial markets, in conjunction with the inherent
greed of capitalists, have highlighted the speculative nature of derivatives.
Furthermore, the perception that financialization and fictitious capital are just
speculative activities and disconnection from the real accumulation has further
reinforced the image of derivatives, although it should be acknowledged that these
images were not formed without foundation. Many viewed that derivative markets do
not have any impact on the capital accumulation other than being a destabilization

factor by deriving from Marx’s (1982) famous quote on fictitious capital:

With the development of interest-bearing capital and the credit system, all
capital seems to be duplicated, and at some points triplicated, by the various
ways in which the same capital, or even the same claim, appears in various
hands in different guises. (p. 601)

Therefore, there had been a neglect in understanding the rise of derivative markets
until the influential work Capitalism with Derivatives, by Bryan and Rafferty.
Firstly, they argued that the value of derivatives and the underlying assets are not
entirely independent, and they exhibit parallel trajectories. Consequently, Bryan and
Rafferty (2006) contended that derivatives and their valuations possess the capacity
to provide insight into the value and security of income of underlying assets.
Moreover, derivatives enable the constant competitive calculation of the value of
each asset. This role of derivatives means that the value of each of the assets that are
mediately represented in financial markets through derivatives is constantly re-

valued.

Finally, the blending role of derivatives allows for the commensuration of each asset
across time and space. The commensurability of all asset forms between and across
time and space creates pressure for each asset to yield more return or face the threat
of devaluation. Hence, Bryan and Rafferty states that by “continually commensurate
with each other on the basis of profit-making potential” (p. 76), derivative markets
created a “blended, universal and intensively competitive valuation of ‘capital’”

(Bryan and Rafferty, 2006, p. 3).
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Bryan and Rafferty’s (2006) approach to derivatives also contains various problems.
Firstly, they argue that prices are being formed in derivative markets and influencing
the prices in cash markets rather than the other way around (p. 63). This perspective
demonstrates its effect multiple times throughout the book. The problem stems from
the implicit assumption that practices of capital in financial markets determine the
value of commodities. Furthermore, instead of establishing a connection between
real accumulation and fictitious accumulation, they argue that the distinction
between the two has been entirely blurred. In addition, they overestimate the
correlation between the trajectory of derivative prices and the underlying assets,
implying that both follow identical patterns. This overestimation stems from the
underlying premise that the calculation of the value of derivatives thus conforms to
the precise calculation of the risk is possible and convertible into a commodity. On
the opposite side of the same coin, they underestimate the speculative nature of
derivatives in particular and fictitious capital in general. Probably the biggest
criticisms to Bryan and Rafferty's approach came from their assertion that derivatives
functioned as a meta-commodity and a new global currency akin to gold in the 19th
century. However, it should be noted that they do acknowledge the greater flexibility
of derivatives compared to previous forms of global currency. Lapavitsas (2008)
argued that “they erroneously think of derivatives as money” (p. 24). In addition,
Norfield (2013) critiques the lack of analysis of imperialist relations in Bryan and
Rafferty’s approach to derivative trading, which disproportionately benefits major

financial powers.

4.4.3. Derivatives as the intensification of the capitalist competition

According to Bryan and Rafferty (2006), derivatives have enabled a constant relative
valuation of each asset throughout any time and space. As a result, they believe that
the form of capital and the dimension of competition have also undergone a
transformation. Through a comparison of the prevalence of derivative markets with
the emergence of joint stock companies, they argued that the capital, which
originally transformed from physical assets to financial claims on firms, has now
undergone another transformation. With the widespread usage of derivatives, capital
shifted to a form of a claim on assets that may be readily convertible to the other
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assets. Consequently, every asset is now subject to competitive pressure emanating
from derivative markets. “the corporation now potentially faces an on-going market
valuation (in relative terms) of each of its assets: its inputs, its outputs and its various

financial assets.” (p. 100).

Bryan and Rafferty argue that ‘bits of capital,” by referring to the means of
production as a physical form of capital and to the monetary funds as a money form
of capital, rather than being merely a passive input into the accumulation,
transformed into the subjects of competition (p. 167). As derivatives exert pressure
on every bit of capital, necessitating that each type of capital provides at least an

average rate of return.

As mentioned above, Marx noted the anticipated revenue instead of the present
revenue as a determining factor for the value of fictitious capital. In the case of
derivatives, their binding role, which is to connect the prices in the present with the
future prices, also enables the connection of the present rate of return with the
anticipated rate of return in future. Although there is an implicit assumption by
Bryan and Rafferty throughout the book in the opposite direction, derivatives need to
be thought of as fictitious capital. It needs to be understood as fictitious capital
whose connection with real accumulation has substantially increased with

financialization.

With the increasing pressure on profitability on every bit of capital, Bryan and
Rafferty (2006) argue that the pressure is passed over to the sphere of production,
specifically into the labour force, in order to achieve higher rates of return. To attain
more profits for each asset, capital increasingly exerts more pressure on labour to
generate more surplus-value, particularly to increase absolute surplus-value by
extending working hours, reducing wages, and intensifying the labour process. They
argue that with derivatives, there is no such thing as being ahead of the market, and
the only way to make profits is through pressuring labour to yield more returns.
Flexibility in the financial markets, which derivative markets provided, attached
itself to ever-more areas, including the other forms of market, state, and labour
conditions (Bryan & Rafferty, 2006, p. 204).
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Bryan and Rafferty later expanded their approach on derivatives to also encompass
securities. They contended that derivatives and securities provide capital sufficient
means to transform from fixed and illiquid assets into fluid and liquid assets (Bryan
et.al., 2009). While these result in “competitive pressure for relative asset valuation”

(p. 467), it also reconstitutes labour as a form of capital.

Giiclii (2014) notes that labour’s subordination not only takes place through the
process of surplus-value production by subjecting labour to flexible contracts but is
also reproduced by linking illiquid assets (work, health, housing) to the liquid assets
in global financial markets. Additionally, financialization brings financial calculation
into households with the engagement of workers in credit relations and the gig
economy, where a regular and stable income is not present. This inevitably leads to
the accusation towards workers in poverty or ‘financially failed’ as irresponsible
individuals who did not hedge against risk exposures (Martin, 2002). Bryan et al.
(2009) similarly states that there is a “new and emphatic push to generate programs
for financial literacy, so that households can be assumed to have the strategic

financial capacity” (p. 462).

For the 2008 crisis, Bryan and Rafferty did not provide a direct explanation as they
state their aim is to “challenge the virtual analytical monopoly that crisis theory is
exerting over the issue of financialization” (Bryan et al., 2009, p. 460). Their
distance towards crisis theory is understandable, considering their assumption of the
derivatives as operating perfectly in financial markets. Their emphasis was primarily
on the class nature of state intervention towards the crisis while aligning their

approach more closely with Lapavitsas's viewpoint.

On the other hand, there have been contributions which attempt to establish a
connection between derivatives and crisis theories following their approach. Meister
(2016) examines how derivatives might serve as a countermeasure to the realization
issue caused by the ‘unknowable’ nature and unpredictability of future pricing. In a
similar vein, Martin (2016) establishes parallels between derivatives and counter-
tendencies, examining the ways in which counter-tendencies might be seen as a kind

of hedging against the fall in the rate of profit.
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4.5. Financialization as a Mobilization of the Countertendencies Against the

‘Law as Such’

As discussed in the second chapter, Marx conceptualizes the counter-tendencies as
factors that temper, postpone, or reverse the LTRPF while also causing it to fall
further. In this section, financialization will be conceptualized precisely in this way
as a counter-tendency that counters the LTRPF while simultaneously lowering it. It
will be argued that the perspective of the LTRPF helps to understand not only the
deeper causes for the emergence of financialization but also the transformations that

occurred in capitalist accumulation.

In the first section of this chapter, approaches of various schools, from Monthly
Review School to Brenner, have been gathered under the category of
‘financialization as an epiphenomenon of stagnating tendencies in the sphere of
production’. These schools also included the ones who defined financialization from
the LTRPF. However, as the title suggests, these approaches establish the connection
between the LTRPF and financialization in a one-dimensional relationship while
pinpointing the origins of financialization in ‘external’ economic laws. Nevertheless,
following the methodology proposed in the second chapter, the relationship between
them is reciprocal in that financialization also impacted the trajectory of profit rates,
while the emergence of financialization needs to be thought of in relation to the class

struggle.

Fictitious capital, as elaborated in detail above, may both expand and promote real
accumulation and may also be a factor in disrupting real accumulation. A crucial
factor in determining this is the extent to which the accumulation of fictitious capital
outpaces the accumulation of real capital, leading to its potential independence from
the latter. With fictitious capital valued on the basis of the expectation of future
income, as Marx noted, and with the function of derivatives in binding current prices
to future prices, the ‘fate’ of fictitious capital and of real capital have become more
intertwined than ever before. A similar point was also raised by Chesnais (2016),
indicating that the distinction between them is fading with financialization. In

addition, given Fine's definition of financialization as the intensive and extensive
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accumulation of interest-bearing capital, the future of capitalism as a whole has
become increasingly tied to the success of the future production of surplus-value.
Thus, the pressure on the labour, as well as mechanisms for containment of labour,
which can be understood by state’s role in the “extensive immobilization of labour-
power” (Gerstenberger, 1978, p. 155) has increased for the extraction of the surplus-
value. Just as the fates of different forms of capital are linked, different national
capitals have mirrored the parallel trajectory as a result of the internationalization of

capital, ultimately leading to a global phenomenon.

The trajectory of the profit rates following the profitability crisis in the 1970s has
been controversial in the literature, as discussed in the second chapter. While there is
widespread consensus that the profit rates did not recover to the level prior to the
crisis, many argue that they remained stagnant throughout the period of
neoliberalism. Although there has been a debate around the trajectory of the
exploitation rate under neoliberalism, whether or to what extent the capital
devaluation occurred during and after the 1970s crisis is considered the primary
determinant of the restoration of profit rates. Therefore, both the emergence of
financialization and the alterations in the relationship between the real sector and the
financial sector need to be discussed in light of this debate (e.g., Giacché, 2011).
Some argued that during the period of the so-called ‘Volcker Shock’ in the US, the
high-interest rates to bring down inflation led to the destruction of capital with lower

rates of profit (Economakis et al., 2010).

The trajectory of capitals with low profitability may be best understood with the
relation of so-called ‘zombie companies.” Zombie companies are defined as firms
that are on the brink of bankruptcy, as their only way to survive depends on the
future production of surplus value to meet the payment of debt and interest. The
number of zombie companies around the world has steadily increased since the
beginning of the century, both for public and private firms (Albuquerque & lyer,
2023). The fate of these companies generally depends on the trend in interest rates as
they are mostly required to take credit for the payment of their debt. Furthermore,
banks provide credit to some of these firms with lower interest rates than average to
maintain their survival. It is, therefore, vital that interest rates remain low to prevent

the potential bankruptcies of these firms.
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Keeping interest rates low during the period increased the accumulation of fictitious
capital. Leaving aside the fact that derivatives are treated as ‘perfectly functioning
markets’ by Bryan and Rafferty, they can play a crucial role in understanding the
phenomenon of financialization as a ‘distinct’ form of fictitious capital. The
accumulation of fictitious capital provides the necessary funds for real capital
accumulation and emerges as a counter tendency to the decline in profit rates, but it
also has a distorting effect on real accumulation, particularly through speculation. At
this point, keeping interest rates low is not only a life-saving factor for low-
profitability capitals while providing considerable facilities for the expansion of
accumulation but also paves the way for fictitious accumulation that is open to

speculation.

Despite the particular reasons for the lower rates of interest, such as preventing the
failure of capital with low-profit rates and avoiding high indebtedness from turning
into a crisis, the main reason lies in that the “interests of private capital in general”
increasingly mean the interests of “finance in particular” (Fine & Saad-Filho, 2016,
p. 6). At this point, it should be underlined that the concept of finance capital is of
primary importance in understanding the process of financialization and state-market
relations, although not in the sense used by Hilferding as before, but in terms of “the
subordination of value production to the interests of finance capital [emphasis
added]” (Ticktin, 2010, p. 10 as cited in Yalman et.al., 2019, p. 7). This has also
been expressed by those who argue that inflation targeting, which may be considered
the dominant factor in the monetary policy of the state during the financialization,
occurred and was maintained in order to protect the appreciation of assets in
financial markets. As Patnaik (2022) states, “Inflation in goods prices, ... in the first
instance, reduces the real value of financial assets... Finance capital is invariably
opposed, therefore to inflation in the prices of goods and services.” Similar argument
has been laid out by Knafo (2012), who argued that financial bubbles function as

sustaining the inflation in financial assets. Similarly, Meister (2016) states that:

This left the central banks with the task of controlling inflation while creating
enough base money to maintain the liquidity of markets in these new
financial instruments so that asset prices could rise in relation to the value of
goods and services without an offsetting decline in the value of the currency
in which the assets were denominated. (p. 148)

94



The capitalist state has been transformed from financialization on the one hand, and
on the other hand, it has been the active agent enforcing further transformation. With
the crucial role of monetary and interest policies for capitalist markets and finance
capital, the Central Bank was re-constituted as a “’hegemonic apparatus’ ... as a
constitutive part of the relations of production, thus not reducible simply to the
superstructural level” (Yalman, 2021, p. 17). This is even more evident when
considered together with the debate surrounding the depoliticization of economic
management. On the other hand, the class nature of the state manifests itself more
clearly in its response to the crisis, particularly after the 2008 crisis through the
Central Bank. The capital accumulation strategy and the state project aligned with
the interests of finance capital have been the characteristic features not only of
financialization but also of neo-liberalism. Although the extent to which this capital
accumulation strategy and state project have been successful or not varies across
countries, mostly depending on their position within imperialism, the global trend
has generally been susceptible to crisis tendencies throughout the period. In fact,
these crises, which from the perspective of the LTRPF are directly related to the lack
of capital destruction, have been named the “developmental feature of neoliberalism”

(Gindin et al., 2011, p. 35; as cited in Yalman, 2021, p. 16).

As mentioned at the beginning of this section, there is a need to conceptualize
financialization as a counter-tendency against the ‘law as such’. Considering that
financialization is also carried out as a deliberate capital accumulation strategy and a
state project with the capitalist state’s role in both mobilizing the counter-tendencies
and crisis management (Hirsch, 1987; Harvey, 1976; Poulantzas, 2008), it would be
most accurately defined as the mobilization of the counter-tendencies against the
decline in the profit rates.
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CHAPTER 5

CONCLUSION

After the 2008 global crisis, Marxist crisis theories, particularly the LTRPF, which
gained renewed attention, have been extensively studied in the literature. However,
there exist some deficiencies in the understanding of the law despite numerous
empirical studies. The debate over whether the 2008 crisis and capitalist crises in
general, stemming from the LTRPF has become a vicious debate at a point where
different positions have emerged due to variances in calculations while the LTRPF
has become a matter of ‘data collection practice’ (Fine & Harris, 1976). Accordingly,
to the extent that the debate surrounding the law is limited solely to whether profit
rates are falling without any consideration of the role played by the economic crisis
in the capital accumulation and its potential transformation into a political crisis not
only indicates a methodological misunderstanding of the law but also leads to the
perception of the crises as deviations from the ‘normal’ course of accumulation —

despite the emphasis on the recurrent nature of the crisis.

In contrast to the view that LTRPF operates beneath the surface and cannot reveal
more about the current landscape of capitalist accumulation, this thesis attempted to
demonstrate the actuality of the LTRPF by showcasing its explanatory power
regarding financialization, which is considered one of the most significant recent
changes in capitalist relations of production. To this end, it has been emphasized that
the conceptualization of competition functions both as a bridge in the relationship
between the LTRPF and financialization and as one of the building blocks of Marxist
theories of crisis while also influencing certain underlying assumptions of different
approaches to financialization. Accordingly, the aim of this study is to explain

financialization from the perspective of the LTRPF through competition.

The sub-research questions have been structured into individual chapters, each

addressing different aspects of the main question of the thesis. In Chapter 2, Marx's
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writings were examined to understand how he explained the LTRPF. It has been put
forward that for Marx, the law as such and its countertendencies do not operate
externally to one another; in other words, the same factors that mitigate or temper the
fall in profit rates also contribute to their decline. Afterwards, the debate revolving
around the LTRPF in Marxist literature was examined, and other Marxist crisis
theories were thoroughly discussed. In the final section of the chapter, a debate on
how to methodologically approach the law was conducted. In this regard, it was
emphasized that, contrary to conceptualizing the law as an external economic law,

the law needs to be conceived as inherent to the class struggle.

Furthermore, the role of economic crises in capital accumulation and their potential
transformation into political crises are discussed, highlighting that crises do not
represent a departure from the normal course of capital accumulation. However,
while it is true that contradictions that are inherent in the capitalist relations of
production show their effect in every instance of accumulation, the perception of
capitalism in a permanent crisis is limited in the sense that it cannot explain the
specificity of the crisis. Therefore, to also maintain the distinctiveness of the
situation of the crisis, Poulantzas' (2008, p. 296) conceptualization of crisis as a
"situation of a condensation of contradictions” is adopted. Furthermore, the
permanency of class struggle, with the contradictions of accumulation, was also
emphasized for political crises, similarly adhering to Poulantzas' conceptualization of
political crisis as the condensations of contradictions. In addition, the need to
conceptualize the LTRPF to incorporate the role of the state in influencing the
trajectory of profit rates is emphasized. This aspect of the LTRPF, often overlooked
in the literature, is underscored by Hirsch (1987) (see also Harvey, 1976; Poulantzas,
2008), who stresses the role of the state in mobilizing countertendencies against the

decline in profit rates.

In Chapter 3 of the thesis, classical, neo-classical, imperfect theories and the
Austrian School’s theories of competition were examined, and their similarities and
differences were highlighted. In the last part of the chapter, the Marxist theory of
competition was elucidated by examining Marx's early and late writings. Based on
Bryan's (1985) distinction, it was argued that Marx conceptualized competition in
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two layers of abstraction: concrete competition among capitalists and abstract
competition in general. It was revealed that Marx's understanding of competition is
conceptualized as a dynamic, often violent and destructive process with equilibrium
and disequilibrium tendencies, contrary to the static end-state conceptualization by
the neo-classical perfect competition model. Furthermore, it was emphasized that
even in Marx's early writings, the understanding of competition, which contained the

seeds of his later elaborations, was crucial for realizing capitalism's laws of motion.

In Marxist literature, the distinctiveness of the Marxist conceptualization of
competition has been mostly neglected. The disregard for Marxist competition
resulted in the rise of theories of monopoly capitalism, which incorporate certain
assumptions of the neo-classical economic’ perfect competition model. It was argued
that crisis theories of underconsumption rely on the theories of imperfect
competition, while the disproportionality, labour-power shortage, and profit-squeeze
crisis theories are grounded on different facets of concrete competition. For the
LTRPF, it has been generally emphasized in the literature that the law should be
understood independently of competition (e.g., Yaffe, 1973). On the other hand, the
attempt to establish a direct connection between the LTRPF and concrete
competition among capitalists came from Brenner (2000). However, Brenner’s
approach failed to establish a real connection between the LTRPF and competition as
his conceptualization relies on Smith’s understanding of the LTRPF, which is

grounded in concrete competition among capitalists.

In order to establish the relationship between LTRPF and competition, it is necessary
to begin with the abstract competition in general. In Marx’s analysis, competition
plays a dual role: both a driving and a negative force. This dual facet of competition-
also finds its place in Wood’s (2002) concept of “imperatives of competition”- iS
central to Marx’s explanation of the historical role played by competition as a
negative force in the transition to the capitalist mode of production. From this
perspective, competition is inherently connected to the increasing productive
capacity of labour. This connection implies that the tendency of the rising organic
composition of capital is fundamentally tied to competition. On the other hand, the
generalization of production techniques that increase the organic composition of
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capital is also realized through competition functioning as a force above each
individual capital. Thus, the relationship between competition and the LTRPF
becomes evident: competition in general compels capitalists to constantly increase
the productivity of labour with the introduction of new methods in production, which
increases the organic composition of capital while at the same time causing the
generalization of the new methods.

As Weeks (1981) points out, the credit mechanism has a crucial function in the
realization of competition through its role in ensuring equalization of the rates of
profit between individual capitals. On the other hand, the credit mechanism can
expand real accumulation through its function of expanding the surplus-value
production, but it also increases the pressure on future production of surplus-value
that is going to be appropriated from labour. In the case that surplus value is not
realized in the future, fictitious accumulation would fail to transform
into real accumulation. In that regard, the credit mechanism not only
disrupts real accumulation through its speculative aspect but also leads to
overaccumulation (Clarke, 1994). However, this is not due to disproportionality
between finance and production or among different branches of production but rather
stems from profitability pressures on individual capitals. Although cheap credit to
low-profitability capital prevents, in that instance, real accumulation from stagnation,
it also increases crisis tendencies by paving the way for fictitious accumulation to

outpace real accumulation.

Chapter 4 delved into the debate on financialization to explore the realization of
competition and crisis tendencies in capitalist production by identifying alterations in
the credit mechanism and the relationship between real and fictitious accumulation.
At the beginning section of chapter 4, Marxist and other heterodox approaches to
financialization were examined, and the respective approaches were divided into two
categories, namely ‘financialization as a signifier of the new epoch in capitalism’ and
‘financialization as an epiphenomenon of the stagnating tendencies in the sphere of
production’. Subsequently, the approaches of Lapavitsas, Fine, Bryan and Rafferty
were discussed in detail. Building upon the discussions in the previous sections,

based on the proposed methodological approach in the last part of the second
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chapter, it was attempted to provide an answer to how financialization can be
explained from the perspective of the LTRPF through competition.

A persistent issue of profitability resulting from the failure to restore profit rates
following the profitability crisis of the 1970s, the era of financialization has been
marked by attempts to 'rescue’ capital with lower profit rates, also known as 'zombie
firms," for the benefit of capitalist production relations as a whole. Furthermore, most
of the approaches to financialization disregard one side of the dual nature of this
process, marked by the increasing accumulation of interest-bearing capital and
fictitious capital, which may expand and disrupt the real accumulation
simultaneously. This observation was made in parallel with Marx's approach, which
suggests that the same factors both lower profit rates and postpone their effects in the
context of his analysis of the LTRPF and its counteracting tendencies. In light of all
this, it was argued that financialization should be conceptualized as a mobilization of
the countertendencies against the decline in profit rates, considering financialization

as a capital accumulation project in which the state also plays an active role.
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APPENDICES

A. TURKISH SUMMARY / TURKCE OZET

Krizlerin nedenlerini anlamak, sinifsal aidiyetleri fark etmeksizin, ekonomistlerin
basat ilgilerinden birini olusturur. Ornegin burjuva ekonomistleri, krizleri agiklamak
icin pandemi ve kitlik benzeri ‘olaganiisti’ doga olaylar1 ya da politika yapicilarin
hatalar1 gibi kendi kendini diizenledigine inanilan kapitalist piyasalara digsal tekil
sebepleri 6ne ¢ikarirlar. Marksistler ise bu tekil sebeplerin 6ne ¢ikarilmasinin
kapitalist iretim tarzinin krizlere gebe dogasini golgeledigini belirtirken, ancak
kapitalist krizlerin ortak sebebi teshis edildikten sonra her bir krizin kendine 6zgii
yonlerinin ortaya ¢ikarilabilecegini iddia ederler. Ancak Marksistler arasinda da
kapitalist krizlerin ortak sebebine dair bir konsensus oldugundan bahsedilemez.
Farkli kriz teorileri ya Marx’in yazilarindan belirli kisimlarin 6ne ¢ikarilmasindan,
ya da giincel kapitalizmin ve krizlerinin Marx’in zamanindan oldukca farklilastiginin
iddia edilmesinden hareketle olusturulurken Marksist kriz teorilerine olan ilgi ve
aralarindaki tartigmanin alevlenmesi tarihsel olarak genellikle buhranlar gibi siddetli,
biiyiik krizlerden sonra artisa geger. Son olarak da 2008 kriziyle birlikte literatiirde

Marksist kriz teorilerine olan ilgide 6nemli bir yiikselis meydana gelmistir.

Marksist kriz teorileri arasinda en 6ne ¢ikanlardan biri de Marx’in Kapital’in tigiincii
cildinde ortaya koydugu kar oraninin diisme egilimi yasasidir. Daha énce Smith ve
Ricardo’nun farkli sekillerde one siirdiigii yasa, Marx tarafindan kapitalist birikime
ickin celiskileri agiga c¢ikartacak sekilde ortaya konmustur. Kisaca agiklamak
gerekirse, Marx sermayenin iiretim siirecinde gittikce daha fazla arti-degere el
koyma zorunlulugunun yalnizca  mutlak arti-degerin arttirilmasiyla
karsilanamayacagi ve sermayenin sinif miicadelesinin alanindan kaginma egilimi
nedeniyle; (Harvey, 2010, s. 169) nispi arti-degerin de arttirilmak zorunda oldugunun
altin1 ¢izer. Nispi arti-degerin arttirilmasi da {iretim siirecinde emek giiciiniin (degisir

sermaye) payini azaltacak yeni teknik yontemlerin kullanilmasiyla, baska bir ifadeyle
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makinelesmeyle birlikte gergeklesirken; bunun sonucu olarak da ‘sermayenin
organik kompozisyonunda’ (sabit sermayenin degisir sermayeye orani) artis
gerceklesir. Marx, “sermayenin metalarin degerini ucuzlatmak ve metalarin degerini
ucuzlatma dolayimiyla isc¢inin kendisini ucuzlatmak icin emegin iiretkenligini
arttirmaya yonelik siirekli bir egilime ve i¢kin bir diirtiiye” (Marx, 1982, ss. 436-437)
sahip oldugunu belirterek yasanin sermayenin ickin egilimlerini nasil agikladigini
gosterir. Bu nedenle Marx, bu yasay1 “emegin toplumsal Uretken glicinin gittikce
gelismesinin kapitalist tiretim tarzina 6zgi bir ifadesi” (Marx, 1982, s. 319) olarak
adlandirir. Yeni kullanilan iiretim teknigiyle degisir sermayenin paymin azalip sabit
sermayenin artmasi sonucunda iretilen metanin degeri de diiser. Her ne kadar
sermaye, yeni iUretim teknigiyle daha genis capta iiretimle toplam arti-deger
Kitlesinde bir artis elde ederken; arti-degerin kaynagi olarak emek-giictiniin her bir
meta igerisindeki paymin azalmasi sonucunda Kar oraninda bir diisiisle karsilasir.
Marx bu yasay1 i¢ celiskileri ve karsit-egilimleriyle birlikte tartisarak kar oraninin
diisme egilimi yasasinin mutlak bir diisiis olarak algilanmamasi1 gerektigini gosterir.
Marx’in amaci kehanette bulunmaktansa sermaye birikiminin ig¢sel egilimlerini,
hareket yasalarin1 ve krizlere gebe dogasini agiga ¢ikarmaktir. Bu nedenle Marx yasa
ile yalnizca kar oraninin diisme egilimini degil ayn1 zamanda emegin artan tiretken
kapasitesini, yedek emek ordusunun buylmesini, siirekli bityiiyen arti-deger kitlesini

ve her biri arasindaki ¢eligkileri de teshis eder.

Kar oraninin diisme egiliminin Marx tarafindan ‘yasa’ olarak adlandirilmasi,
literatiirde bu yasanin nasil ele alinmasi gerektigine dair tartigmalara yol agmustir. EK
olarak, yasanin birg¢oklar: tarafindan yer ¢ekime yasasinin islerligine benzetilmesi bu
tartismalar1 daha da alevlendirmistir (bkz. Kliman, 2015; Callinicos & Choonara,
2016; Harvey, 2015). Belirtmek gerekir ki Marx, kapitalist tiretim iligkilerini ve
sermayenin egilimlerini karakterize etmek i¢in yasa kavramini siklikla kullanir. Hatta
Marx'in Kapital'i yazmaktaki temel amaci, Newton’un hareket yasalarina benzer
sekilde kapitalizmin ‘hareket yasalarini’ ortaya ¢ikarmak olarak tanimlanabilir. Ote
yandan, Fine ve Harris (1979) ise Marx’in yasa kavramini bir egilim olarak
kullandiginin altim1 ¢izer. Bu anlamda Marx'a gore yasanin, mutlak bir hareketten
ziyade belirli normlarm, kaliplarin ve egilimlerin varligina ve hareketine karsilik

geldigi belirtilmelidir (Mateo Tome, 2018). Burkett (2000) ise, Marx'in yasa
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kullanimimin Newton'un yasa kullanimindan 6nemli 6l¢iide farklilagtigini, aksine
Hegel'in "bir kuralin digsal olarak yonlendirilen hareketinden ziyade kendi kendine
icsel hareketi olarak tanimladig1" yasa kavramsallastirmasiyla uyumlu oldugunu
aciklar (s. 384). Bu dogrultuda Marx’in kar oraninin diisme egilimi yasasini
tartisirken Hegel’in yasay1 kullanmasina benzer sekilde sermayenin igsel egilimlerini
tanimlamay1 amaglamistir. Dahasi, Fine ve Saad-Filho'nun (2010) agikladigi gibi,
Marx kar oraninin diisme egilimini tartisirken, yasanin kendisi ile karsit-egilimleri
cebirsel olarak toplayip hangisinin daha baskin olduguna karar vermesi gibi bir
yontem izlememektedir. Aksine, karsit-egilimleri tartisirken, kar oranini diisiiren
ayni faktorlerin ayn1 zamanda etkilerini hafifletebilecegini veya bu disiisii ters
cevirebilecegini bircok kez vurgulamaktadir. Bu nedenle Fine ve Harris (1979),
yasanin kendisinin ve karsit-egilimlerinin ayrilmazligini gostermek igin yasanin 'kar
oranmnin diisme egilimi ve karsit-egilimlerinin yasast' olarak adlandiriimasi
gerektigini savunur. Benzer sekilde Grossmann (1992) da yer¢ekimi yasasindan daha
uygun bir benzetme yaparak kar oraninin diisme egilimi yasasindan “kapitalist

birikimin entropi yasas1" olarak bahseder (s. 101).

2008 kiiresel krizinden sonra yeniden ilgi goren Marksist kriz teorileri, 6zellikle de
kar oraninin diisme egilimi yasasi, literatiirde yogun bir sekilde calisilmistir. Ancak
cok sayida ampirik caligmaya ragmen yasanin ele alimiginda bazi eksiklikler
mevcuttur. 2008 krizinin ve genel olarak kapitalist krizlerin kar oranlarinin diisme
egilimi yasasindan kaynaklanip kaynaklanmadigi tartismasi, hesaplamalardaki
farkliliklar nedeniyle farkli pozisyonlarin ortaya ¢iktig1 bir noktada kisir bir
tartismaya doniislirken, yasa bir 'veri toplama pratigi' meselesi haline gelmistir (Fine
& Harris, 1976). Buna gore, ekonomik krizin sermaye birikiminde oynadig1 rol ve
siyasi bir krize doniisme potansiyeli dikkate alinmaksizin, yasa etrafindaki
tartigmanin sadece kar oranmin diisiip diismedigi ile sinirlandirilmasi, yasanin
metodolojik olarak yanlis anlagilmasina isaret ettigi gibi, krizlerin -tekrarlayan
niteligine yapilan vurguya ragmen- birikimin 'normal’ seyrinden sapmalar olarak

algilanmasina da yol agmaktadir.

Ote yandan, kar oraninin diigme egilimi yasasi literatiirde agirlikli olarak krizlerin

nedenlerini agiklamayla iliskili olarak diisiiniilmiistiir. Dolayisiyla, yasanin kapitalist
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iretim tarzinda meydana gelen olgular1 veya yapisal degisiklikleri agiklamadaki rolii
g6z ardi edilmistir. Kar oraninin diisme egilimi yasasina yonelik bu smirli bakis
acis1, karsit-egilimlerle birlikte, yasanin sinif miicadelelerine dissal bir ekonomik
yasa olarak kavramsallastirilmasina yol a¢cmistir (Holloway, 1996). Dahasi, bu
yaklagim  krizleri de Dbirikimin  ‘normal’ seyrinden bir sapma olarak
kavramsallastirmaktadir. Bu nedenle, yasayr sinif miicadelesine igkin olarak
diistinmek ve kar oraninin diisme egiliminin somutlugunu ve giincelligini yalnizca
krizlerle degil, birikimin mormal’ seyrinde meydana gelen degisikliklerdeki roltyle

incelemek dnemlidir.

Kar oranmin diisme egiliminin salt gorunenin arkasinda isledigi ve kapitalist
birikimin mevcut manzaras1 hakkinda fazla bir sey agiklayamayacagi goriisiiniin
aksine, bu tez yasanin giincelligini, kapitalist tiretim iligkilerinde son dénemdeki en
onemli degisikliklerden biri olarak kabul edilen finansallasmaya iligkin agiklayici
giiciinli ortaya koyarak gostermeye calismistir. Bu amagla, rekabet
kavramsallastirmasinin hem kar oraninin diisme egilimi yasasi ile finansallasma
arasindaki iliskide bir koprii islevi gordiigii hem de Marksist kriz teorilerinin yap1
taglarindan biri oldugu ve finansallagsmaya iliskin farkli yaklagimlarin altinda yatan
bazi varsayimlari etkiledigi vurgulanmalidir. Bu dogrultuda, bu ¢aligmanin amaci,
finansallagmay1 rekabet {izerinden kar oraninin diisme egilimi yasasinin

perspektifinden aciklamaktir.

Kar oranmnin diisme egilimi yasasinin perspektifinden finansallasmanin rekabet
yoluyla agiklanmasina gegmeden 6nce Marx’in yasasinin literatiirde ele alinigina dair
belirli yerlere deginmek gerekir. Yasanin ‘taraftarlarinin’ siklikla géz ardi ettigi
konulardan biri de devletin Uretim sirecindeki roludir. Ote yandan devlet
teorisyenlerinin birgogu Kapitalist devleti analiz etmede kar oranmin diisme
egiliminin 6nemini kabul etmis olsa da (bkz. Harvey, 1979; Poulantzas, 2008),
yasayl devlet analizinin merkezine koyan kisi Joachim Hirsch olmustur. Hirsch
(1978) icin hem yasanin kendisi hem de karsit-egilimler kapitalist devletin gelisimini
anlamak igin kilit 6neme sahiptir. Hirsch, kapitalizmin krizlere gebe dogasinin bir
ifadesi olarak kar oranmin diisme egiliminin hem dretim iliskilerinin hem de

toplumsal yeniden dretim iliskilerinin yeniden diizenlenmesini gerektirdigini ve
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bunun da karsit-egilimlerin mobilizasyonuyla iligkili oldugunu iddia etmistir (Hirsch,
1978). Hirsch, devletin sermayenin genel c¢ikarlarinin kurumsallagsmasi olarak
goriilmesini elestirerek, "kapitalist toplumun c¢eliskilerinin devlet aygit1 iginde
yeniden {iretildigi" (Holloway & Picciotto, 1978, s. 25) yaklasimiyla devlet teorisine
degerli bir katki sunmaktadir. Ancak, Holloway ve Picciotto'nun (1978) elestirdigi
gibi, Hirsch smif miicadelesi ve birikimi birbirinden ayirarak 'karsit-egilimlerin
mobilizasyonu' yaklasimini islevsel hale getirmekte sorunlar yasamaktadir. Benzer
bir elestiri de Jessop’tan gelmis ve bu yaklasimmn "smif miicadelesi konusunda

gereginden daha kisitli bir goriisle isledigini” ileri stirmistur (Jessop, 1990, s. 41).

Marx kar oranmnin diisme egilimi yasasini digsal bir ekonomik yasa olarak
sunmazken; ne teknolojik yenilikleri tiretim iligkilerinden 6zerk olarak algilamis ne
de bunlarin otomatik olarak kapitalizmin ¢okiisiine yol agacagini diisiinmiistiir.
Marx, kapitalist {iretim tarzi i¢inde krizlerin konumuna iligkin bakis agisinda hem
Smith hem de Ricardo'dan ayrilir. Marx, krizleri birikim siirecinden 'sapmay1' temsil
ediyormus gibi soyut yapilar araciligiyla kriz anmi birikimin 'normal seyrinden'
ayirmay1 reddetmistir. Bu, Marx'in kapitalist iiretim iligkilerini tarihsel agidan
geciciligini ve smirliligimi vurgulamasinda da acgikga goriilebilir. Marx krizi,
birikimin igsel ¢eliskilerinin siddetli bir tezahiirii olarak algilamistir. Bu gerekgelerle
Clarke (1994), Marx'a gore kapitalizmin, birikime ickin daimi celigskilerden
kaynaklanan daimi bir kriz i¢inde oldugunu iddia etmektedir. Ancak bu yaklagim ne
belirli bir krizin nedenlerini ne de krizin 6zgiilliigiinii agiklamaktadir. Poulantzas
(2008) hem krizin 6zgiilliigiinii koruyan hem de birikimde zaten var olan geliskileri
g6z ard1 etmeyen bir bir yaklasim sunmaktadir. Clarke'in geligkilerin ya da bagka bir
deyisle "krizin genel unsurlarimin" birikimde ve kapitalist iliskilerin yeniden
tretiminde zaten var oldugu argiimanini kabul ederken krizin 6zgilligiini
vurgulamak icin krizlerin "geligkilerin yogunlasmasit durumu" olarak anlasilmasin

gerektigini belirtir (Poulantzas, 2008, s. 296).

Kriz teorisiyle ilgili olarak ortaya ¢ikan bir diger mesele de krizin kapitalizm i¢indeki
konumudur. Ag¢ik Marksizm savunucular1 ekonomik ve siyasi her tirll ayrima karsi
cikarak ekonominin dogasi geregi politik oldugunu iddia etmislerdir. "Ekonomi

politik ekonomidir. Ekonomik krizler politik ekonominin krizleridir® (Bonefeld,
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2013, s. 249). Acik Marksizm'in bir diger tiyesi Clarke (1990, s. 464) ise ekonomik
krizin yalnizca ekonomik bir kriz olmadigini, "toplumsal bir kriz, toplumsal iiretim
iliskilerinin yeniden {iretimi i¢in verilen miicadelenin bir krizi" olarak anlagilmasi
gerektigini ve siyasi krizden ayrilamayacagini savunmaktadir. Ote yandan, Fine ve
Harris (1976, s. 170), kriz teorilerinin temeli olarak kar oraninin diisme egilimini
benimseyerek, bu iki alani "farkli ama temel olarak ekonominin Onciiliigiinde
birlesik" olarak ele almislardir. Boylece, ekonomik krizler ile siyasi krizler arasinda
teorik bir ayrim yapilmasini savunmuslardir. Bu noktada, Wood'un kapitalizmde
ekonomik ve politik arasindaki bigimsel ayrima iliskin analizi, krizin kapitalizm
icindeki yerini daha iyi anlamamiza yardimci olabilir. Wood (s. 74), Clarke'in
yaklagimini, "iretim iligkileri' teriminin kapsamini genislettigini ve bunun da terimin
biitiinliiglinlin, 6zgiinliigliniin ve agiklama giicliniin kaybolmasiyla sonu¢landigin
belirtmektedir. Daha yuksek bir soyutlama duzeyinde, ekonomik krizlerin siyasi
ekonomik krizler oldugu dogru olsa da siyasi bir krizin déneminin ve durumunun
Ozgilliginii korumak blyuk bir 6nem tasimaktadir. Poulantzas (2008, s. 298),
yukarida bahsedilen yontemi izleyerek, siyasi krizin jenerik unsurlari smif
mucadelesinin siirekliligi yoluyla devlet aygitinda kalici olarak mevcut olsa da siyasi
kriz olarak adlandirilabilmesi i¢in "celiskilerin yogunlagmasi1" gerektigini,
"ekonomik krizin kendisini zorunlu olarak siyasi krize terciime etmedigini" savunur.
Poulantzas, bunun kapitalizmin nihai bir krizi ya da kalict bir kriz anlamina
gelmedigini belirtirken, ekonomik krizin siyasi krize doniismesinin yapisal bir kriz

olarak adlandirilabilecegini savunur.

Farkli kriz teorileri ve finansallasmaya yonelik ¢esitli yaklasimlar arasindaki farklari
anlamak o6nemlidir. Bu tez, en 6nemli farkliliklardan birinin kapitalist rekabetin
farkli kavramsallastirmalarinda yattigin1 iddia etmektedir. Bu nedenle, yontemsel
farkliligin ve sinif miicadelesi igin dogrudan sonuglar1 olan mevcut sosyal iliskileri
yikip yeniden big¢imlendiren finansallagma ile kapitalist rekabetin yogunlasmasinin
yeni zorunluluklarmin etkisinin daha iyi anlasilmasi i¢in farkli rekabet tlirlerini ayirt
etmek cok Onemlidir. Neo-klasik tam rekabet teorisi rekabeti, kiiciik firmalarin
fiyatlar1 kontrol etme ve manipiile etme ya da o sektordeki diger firmalar ve
tiiketiciler tizerinde baski kurma giiciine sahip olmadig1 varsayimsal bir yap1 olarak

kavramsallastirir. Neo-klasik teorinin idealize edilmis rekabet versiyonu tekellere yer
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birakmamakta ve firmalar1 fiyat alicilar1 olarak konumlandirmaktadir. Bu nedenle
tekeller rekabetten sapmalar olarak goriiliir. Ote yandan, Marksizm iginde genellikle
thmal edilen bir alan olan rekabetin kavramsallastirilmasi, 6zellikle 20. ylizyilin ilk
yarisinda ikincil konumda kalmistir. Bu durum, tekelleri piyasadaki 'kusurlar' olarak
gorme ve firmalarin fiyat alicilari olarak kabul edilmesi gibi bazi 6nemli unsurlar da
dahil olmak iizere neoklasik tam rekabet modelinin belirli varsayimlarini kabul eden
tekelci kapitalizm teorilerinin yiikselisiyle sonuclanmustir. Ote yandan Marx, rekabeti
piyasada statik bir dengeden ziyade hem denge hem de dengesizlik egilimleri olan
dinamik bir siire¢ olarak tanimlar. Marx'a gore rekabet ve tekeller birbirlerini yaratip

yok eden ¢eligkili bir biitiinliiglin pargalari olarak diisiiniilmelidir.

Diger kavramlarda oldugu gibi, Marx rekabete de her biri baglama ve soyutlama
diizeyine gore degisen farkli anlamlar yiliklemistir. Celiskili gibi goriinen bu
ifadelerin ortaya c¢ikmasi literatiirde kafa karisikligina yol agmis ve Marx'in
yazilarinin belirli yorumlarina dayanan farkli yaklasimlar ortaya ¢ikmistir. Bunun bir
Oornegi, Marx'in rekabet ve krizler arasindaki iliskiye dair goriislerinin farkl
yorumlanmasidir. Ornegin Yaffe (1972) kriz teorilerinin rekabetten bagimsiz
diistiniilmesi gerektigini savunurken, Clarke (1994) krizlerin olusumunda rekabetin
onemli bir rol oynadigint savunmaktadir. Bu karmasay1 gidermek i¢in Marx'm i¢sel
iligkiler felsefesine bagli kalarak rekabeti farkli soyutlama diizeylerinde ve
etkilerinde ayristirmak hayati 6nem tasimaktadir. Dahasi, neoklasik iktisadin tam
rekabet modelinin varsayimlar1 {izerinden rekabetin ihmal edilen ve dolayisiyla
bilingsizce algilanigini diizeltmek i¢in rekabetin farkli soyutlama diizeylerinde nasil
sinirlandirildigini incelemek gerekir. Bu noktada, Bryan'in (1985) Marx'in tekil
sermaye ve genel olarak sermaye ayrimina dayanan somut ve soyut rekabet, yani
kapitalistler arasindaki rekabet ve genel olarak rekabet ayriminin gelistirilmesi ve

ilgili baglamlarda kullanilmas1 gerekmektedir.

Bu dogrultuda, Marx'in feodalizmden kapitalizme gegiste rekabetin roliinii ortaya
koymasina benzer sekilde Wood’un rekabetin zorunluluklarina vurgu yaparak benzer
bir yontem kullanis1 iyi bir 6rnek teskil etmektedir. Wood, tarihsel olarak rekabet
iligkilerinin siniflardan once geldigini iddia etmektedir. Wood'un bu iddiasi,

kapitalizmin ortaya c¢ikist ve smif olusumu iizerine yazilart Woodu derinden
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etkilemis olan E. P. Thompson'in (1978) sinif miicadelesinin siniflardan 6nce geldigi
iddiasiyla benzestirilebilir. Bu nedenle Wood (1999), "rekabet ve sinif iligkilerinin
birbirinden ayrilamaz" oldugunu ileri siirmektedir. Wood (1999), kapitalizmin ortaya
cikisinda rekabete oncelik vererek, "emek liretkenligini artirma baskisinin" rekabet
zorunlulugunun bir sonucu oldugunu savunmaktadir. Benzer sekilde Weeks (1981)
de rekabetin dogas1 geregi sermayenin emegin verimliligini artirmak i¢in yeni liretim
tekniklerini uygulamaya koymasini gerektirdigini ileri stirmektedir. Weeks'in bu
iddias1, belirli bir soyutlama dizeyinde genel olarak rekabet kavrami g6z 6nlinde
bulundurularak anlagilmalidir; ¢linkii "rekabet bircok sermayenin ('sirketin')
varligindan degil, sermaye iligkisinin kendisinden kaynaklanir." (Weeks, 1981, s.

151).

Marx'in erken donem yazilarinda, rekabetin iiretici giiclerin gelismesiyle birlikte agiri
birikime yol agabileceginin tohumlar1 mevcuttur. "Is¢iyi kapitaliste her zamankinden
daha bagiml hale getirir, onu yeni bir yogunlukta rekabete siiriikler ve ardindan
gelen ¢okiisle birlikte onu asir1 liretime stirtikler (Marx, 1988, s. 26)." Dahasi, kar
oraninin diisme egilimi yasasinin temeli olan metalarin ucuzlamasi, sermayeye igkin
egilimlerin, yani genel olarak rekabetin bir sonucu olarak ortaya konmaktadir.
"Rekabet savasi metalarin ucuzlamasiyla verilir. Metalarin ucuzlugu, diger tim
kosullar ayn1 kalmak kaydiyla, emegin liretkenligine baghdir" (Marx, 1981, s. 777).
Marx'in bir siire¢ olarak rekabet anlayisinin, kullanim degeri ve deger arasindaki
celigkinin temeli olan emegin iiretkenliginin gittik¢e gelismesinin kapitalist tiretim

tarzina 6zgiin bir ifadesi olan kar oraninin diisme egilimine i¢kin oldugu agiktir.

Bu tez, kar oraninin diisme egilimi yasasinin giincelligini kapitalist birikimde
meydana gelen degisimler iizerinden agiklamaya calismaktadir. Bu dogrultuda,
kapitalist iiretim tarzinda son donemde en ¢ok vurgulanan yapisal degisimlerden bir
de finansallasma olmustur. Ozellikle 2008 krizinden sonra literatiirde daha fazla 6ne
cikan finansallagsma, finans sektOriinlin ve faaliyetlerinin niceliksel olarak
genislemesi  seklinde tanimlanmistir (Epstein, 2005). Ancak bu tanim,
finansallagmanin sosyal ve ekonomik iliskilerde yol actigi daha derin yapisal
degisiklikleri tam olarak yansitamamaktadir. Ote yandan Marksist yaklagimlar,

finansallagsmay1 ve finansin niceliksel ile niteliksel genislemesini, kapitalist tiretim

128



iligkileri Tlizerindeki etkisini anlamak i¢in daha genis bir teorik ¢erceveye

yerlestirmeye ¢aligmistir.

Ozellikle 2008 krizinin de etkisiyle finansallasma yalmizca spekiilatif niteligiyle ele
alinmig ve kapitalist tiretimi sekteye ugratmasina odaklanilmistir. Dolayisiyla bu
stireci  elestirenler, finansallasmanin spekiilatif aktivitelerdeki artigla birlikte
ekonomilerin kirilganligini ve krize yatkinligr artirdigini iddia ederken, bazilar1 da
siirecin finans sektoriiniin liretimden 6zerklesmesiyle sonuclandigini 6ne siirmiistiir.
Finansallagmay1 tiretim alanindaki durgunluk egilimlerinin salt bir yansimasi olarak
goren yaklasim finansallasmanin spekiilatif ve yikici yoniinii vurgulamanin 6tesine
gecememektedir (bkz. Sweezy, 1994; Brenner, 2000; Harman, 2009; Savran, 2013).
Ote yandan birgoklar1 da finansallagsmay1 kapitalizmdeki yeni dénemin bir géstergesi
olarak tanimlamistir (bkz. Arrighi, 1994; Boyer, 2000; Fine, 2010). Hatta bazilar
finansallagsmayla birlikte somiiriiniin ve kar kaynaklarinin yeni bir boyuta gectigini
iddia edecek kadar ileri gitmistir (bkz. Lapavitsas, 2009, 2011, 2013). Ayrica,
finansallagmanin finans disindaki alanlar iizerindeki etkisine yonelik katkilar da
olmustur. Bu katkilar giindelik hayatin finansallasmasindan (6rnegin Martin, 2002),
iscilerin finans sektoriine oncelikle bor¢lanma yoluyla ama ayni zamanda sigorta
sirketleri gibi diger araclarla katiliminda muazzam bir artis yasanmasina, sirketlerin
bankalar araciligiyla bor¢ almak yerine borsa yoluyla kendi kendilerini finanse
etmeye yoneldigi tretken sektorlerin finansallasmasina (bkz. Krippner, 2005;
Duménil & Lévy, 2011b) kadar uzanmaktadir.

Finansallagsma, kapitalist iretim iliskileri icinde konumlandirilmasi gerekirken,
tretim alanindaki egilimlerle karsilikli iliskisinin kurulmasi gerekmektedir. Bu
dogrultuda finansallasma, Marx'in rekabet kavramsallastirmasi iizerinden Kar
oraninin diisme egilimi yasasi perspektifinden incelenecektir. Bu sayede bu tez,
finansallasmanin "kapitalist tiretimden bir sapmadan ziyade, onun igindeki bir
gelisme olarak" (Sotiropoulos & Lapatsioras, 2014, s. 87) anlasilmasim
hedeflemektedir. Bunu basarmak igin, gergek birikim ve hayali birikim arasindaki
iliskide finansallagsmayla birlikte meydana gelen degisiklikleri analiz etmek
gerekmektedir. Bryan ve Rafferty'nin (2006) tiirev piyasalar 6rneginde iddia ettigi

gibi, zaman ve mekan fark etmeksizin sermaye bi¢imleri arasinda orantililigin siirekli
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olarak yeniden degerlendirilmeye tabi tutulmasi rekabetin yogunlagmasina yol
acmaktadir. Rekabetin yogunlasmasi, her bir sermaye bi¢imi {izerinde daha karli hale
gelme baskist yaratirken, ayni zamanda bu karlilik oranimi yakalayamayan
sermayenin devaliiasyon tehdidiyle kars1 karsiya kalmasina yol agar. Ote yandan,
diisiik faiz oranlarinin siirdiiriilmesinin yaninda fiktif sermaye ve faiz getiren
sermayelerin birikimiyle, daha diisiik kar oranina sahip sermayeler iflaslarini stirekli
bir sekilde ertelemektedir. Bu noktadan hareketle, bu tezde finansallasmayla birlikte
farkli sermaye bi¢imlerinin birbiriyle daha baglantili hale geldigi ve reel birikim ile
fiktif birikim arasinda daha yakin bir iligski oldugu savunulmaktadir. Sonug olarak,
finansallagmanin, dissal ekonomik yasalarin sonucunda kendiliginden ortaya ¢ikmis
bir olgu olmaktan ziyade, kasti bir sermaye birikim stratejisi ve devlet projesiyle kar
oranindaki disiisii engellemek icin karsit egilimlerin mobilizasyonu olarak ele

alinmas1 gerektigi savunulmaktadir.

Monthly Review Okulu'ndan Brenner'a kadar gesitli ekollerin finansallagmaya dair
yaklagimlar1 ‘tretim alanindaki durgunluk egilimlerinin bir yansimasi olarak
finansallagsma' kategorisi altinda toplanabilir. Bu okullar arasinda finansallagmay1 kar
oranmnin diisme egiliminden hareketle tanimlayanlar da bulunmaktadir. Ancak bu
yaklasimlar, kategorinin bashigindan da anlasilacagi iizere, finansallagsmanin
kokenlerini 'digsal' ekonomik yasalara dayandirirken, kar oraninin diisme egilimi
yasast 1ile finansallasma arasindaki baglantiy1 tek boyutlu bir iliski i¢inde
kurmaktadir. Bununla birlikte, yasa tartisilirken Onerilen metodolojiyi izleyerek,
finansallasmanin kar oranmnin gidisatini da etkiledigi ve finansallasmanin ortaya
cikisinin sinif miicadelesiyle iliskili olarak diisiiniilmesi gerektigi icin aralarindaki

iliski karsilikli seklinde diistiniilmesi gereklidir.

Fiktif sermaye hem reel birikimi genisletip tesvik edebilir hem de reel birikimi
sekteye ugratan bir faktor olabilir. Bunu belirlemede énemli bir faktor, fiktif sermaye
birikiminin gergek sermaye birikimini ne Ol¢iide geride biraktigi ve ikincisinden
potansiyel olarak bagimsizlagsmasina yol agtigidir. Marx'in belirttigi gibi fiktif
sermayenin gelecekteki gelir beklentisi temelinde degerlenmesi ve tlirevlerin cari
fiyatlar1 gelecekteki fiyatlara baglama islevi ile fiktif sermaye ve gergek sermayenin

'kaderi' daha once hi¢ olmadigi kadar i¢ ice gegmistir. Benzer bir nokta Chesnais

130



(2016) tarafindan da dile getirilmis ve finansallagmayla birlikte aralarindaki ayrimin
azaldigina isaret edilmistir. Buna ek olarak, Fine'm finansallasmay1 faiz getiren
sermayenin yogun ve yaygin birikimi olarak tanimladigi géz oOniine alindiginda,
kapitalizmin bir biitiin olarak gelecegi, gelecekteki arti-deger iiretiminin basarisina
giderek daha fazla bagli hale gelmistir. Boylece, arti-degerin ¢ikarilmasi i¢in emek
tizerindeki baski ve devletin "emek-giiciiniin kapsamli bir sekilde immobilizasyonu"
(Gerstenberger, 1978, s. 155) roliiyle anlasilabilecek olan emegin kontrol altina
alinmasina yonelik mekanizmalar artmistir. Farkli sermaye bigimlerinin kaderleri
birbirine bagli oldugu gibi, farkli ulusal sermayeler de sermayenin
uluslararasilagmasinin bir sonucu olarak paralel bir izlekte birlesmis ve nihayetinde

kiiresel bir olguya yol agmustir.

Diistik karliliga sahip sermayelerin gidisati 'zombi sirketler' olarak adlandirilan
sirketlerle iliskilendirilerek anlasilabilir. Zombi sirketler, hayatta kalmalarinin tek
yolu borg ve faiz 6demelerini karsilamak i¢in gelecekte art1 deger tiretmelerine bagl
oldugu i¢in iflasin esiginde olan firmalar olarak tanimlanir. Diinya genelinde zombi
sirketlerin sayis1 hem sahis hem de sermaye sirketleri i¢in yiizyilin bagindan bu yana
istikrarli bir sekilde artmistir (Albuquerque & lyer, 2023). Bu sirketlerin kaderi
genellikle faiz oranlarindaki egilime baglidir c¢ilinkii bor¢larini 6demek i¢in
cogunlukla kredi almalar1 gerekmektedir. Ayrica, bankalar bu firmalarin bazilarina
hayatta kalabilmeleri i¢in ortalamanin altinda faiz oranlariyla kredi saglamaktadir.
Bu nedenle, bu firmalarin olas1 iflaslarin1 6nlemek i¢in faiz oranlarinin diisiik

kalmasi hayati 6nem tasimaktadir.

Donem boyunca faiz oranlarinin diigiik tutulmasi fiktif sermaye birikimini artirmistir.
Tiirev tirlinlerin Bryan ve Rafferty tarafindan 'sorunsuz isleyen piyasalar' olarak ele
alinmasini bir kenara birakirsak, fiktif sermayenin '0zgln' bir bigimi olarak
finansallasma olgusunun anlasilmasinda 6nemli bir rol oynayabilirler. Fiktif sermaye
birikimi, reel sermaye birikimi igin gerekli sermayeyi saglar ve kar oranindaki
diisiise karsit-egilim olarak ortaya ¢ikar, ancak ayni zamanda 6zellikle spekiilasyon
yoluyla reel birikim Uzerinde bozucu bir etkiye de sahiptir. Bu noktada faiz
oranlarinin diisiik tutulmasi, birikimin genislemesi i¢in 6nemli kolayliklar saglarken,
diisiik karlhiliktaki sermayeler icin hayat kurtarict bir unsur olmanin yani sira

spekiilasyona agik fiktif birikimin de Oniinii agmaktadir.
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Diisiik faiz oranlariin, diisiik kar oranina sahip sermayenin basarisizligini 6nlemek
ve yiiksek bor¢lulugun krize doniismesini engellemek gibi 6zel nedenleri olsa da asil
neden "genel olarak 6zel sermayenin ¢ikarlarimin” giderek "6zel olarak finansin
cikarlar’" anlamina gelmesidir (Fine & Saad-Filho, 2016, s. 6). Bu noktada,
finansallagsma siirecini ve devlet-piyasa iliskilerini anlamak icin finans kapital
kavraminin, Hilferding'in kullandigi anlamda olmasa da "deger iiretiminin finans
kapitalin ¢ikarlarina tabi kilinmasi [vurgu eklenmistir]" (Ticktin, 2010, s. 10'dan
aktaran Yalman ve digerleri, 2019, s. 7) a¢isindan birincil 6neme sahip oldugunun
altin1 ¢izmek gerekir. Bu durum, finansallagsma siirecinde devletin para politikasinda
basat unsur olarak degerlendirilebilecek enflasyon hedeflemesinin, finansal
piyasalardaki varliklarin deger kazanmasini korumak amaciyla ortaya ciktigini ve
stirdiiriildiigiinii savunanlar tarafindan da dile getirilmistir. Patnaik'in (2022) belirttigi
gibi, "Mal fiyatlarindaki enflasyon, ... ilk etapta finansal varliklarin reel degerini
diisiiriir... Dolayisiyla finans sermayesi, mal ve hizmet fiyatlarindaki enflasyona her
zaman karsidir." Benzer bir argiiman, finansal balonlarin finansal varliklardaki
enflasyonu siirdiirme islevi gordiiglinii savunan Knafo (2012) tarafindan da ortaya

konmustur.

Kapitalist devlet bir yandan finansallasmanin etkisiyle doniisiime ugrarken, diger
yandan da daha fazla doniistimii surdiren aktif bir aktor haline gelmistir. Para ve faiz
politikalariin kapitalist piyasalar ve finans sermayesi i¢in hayati roliiyle Merkez
Bankasi, "'hegemonik bir aygit' ... tiretim iliskilerinin kurucu bir parcast olarak,
dolayisiyla sadece iist yapisal dlizeye indirgenemez"” (Yalman, 2021, s. 17) sekilde
yeniden yapilandirilmistir. Bu durum, ekonomi yonetiminin depolitizasyonunu
cevreleyen tartismalarla birlikte diistiniildiigiinde daha da belirgin hale gelmektedir.
Ote yandan, devletin siifsal niteligi, 6zellikle 2008 krizinden sonra Merkez Bankas1
aracilifiyla krize verdigi tepkide kendini daha agik bir sekilde gostermektedir. Finans
kapitalin ¢ikarlartyla uyumlu sermaye birikim stratejisi ve devlet projesi sadece
finansallagmanin degil neoliberalizmin de karakteristik 6zellikleri olmustur. Bu
sermaye birikim stratejisinin ve devlet projesinin ne dl¢iide basarili olup olmadigi,
biiyiik olctide iilkelerin emperyalizm i¢indeki konumlarina bagli olarak farklilik
gosterse de kiiresel egilim donem boyunca genel olarak kriz egilimlerine agik

olmustur. Hatta kar oram1 diisme egilimi yasasit acisindan dogrudan sermaye
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yikiminin eksikligiyle ilgili olan bu krizler, neoliberal doniisiimii devlet ve sermaye
tarafindan daha da ilerletecek sekilde degerlendirilmistir. (Yalman, 2021).

1970'lerdeki  karliik  krizinin  ardindan kar oramimin  restorasyonunun
gerceklesmemesinden kaynaklanan kalict bir karlilik sorununun damga vurdugu
finansallagma donemi, ‘zombi firmalar’ olarak da bilinen diisiik kar oranina sahip
sermayeyi bir biitiin olarak Kkapitalist tretim iliskilerinin yararmna ‘kurtarma’
girisimleriyle damgalanmistir. Dahasi, finansallasmaya yonelik yaklagimlarin ¢ogu,
bu surecin, faiz getiren sermaye ve hayali sermayenin artan birikiminin sonucunda
ayni anda gerc¢ek birikimi genisletip sekteye ugratan ikili dogasinimn en az birini goz
ard1 etmektedir. Bu gozlem, Marx'in kar oraninin diisme egilimi ve karsit-egilimleri
analizi baglaminda ayni faktorlerin hem kar oranini diisiirdiigiinii hem de etkilerini

erteledigini One siiren yaklagimina paralel olarak diisiiniilmelidir.

Yukarida tartisildigr iizere, Marx karsit-egilimleri, kar oranindaki diisiis egilimini
yumusatan, erteleyen ya da tersine ¢eviren ve ayni zamanda daha da diismesine
neden olan faktorler olarak kavramsallastirir. Bu tezde finansallasma, tam da bu
sekilde, kar oranindaki diisiis egilimine kars1 koyan ama ayni1 zamanda onu daha da
disiiren bir karsit-egilim olarak kavramsallagtirllmistir. Finansallasmanin aymi
zamanda bir sermaye birikim stratejisi ve bir devlet projesi olarak yiiriitiildigl ve
kapitalist devletin hem karsit-egilimleri mobilize etmedeki hem de kriz
yonetimindeki rolli (Hirsch, 1987; Harvey, 1976; Poulantzas, 2008) g6z Onilinde
bulunduruldugunda, finansallagsmanin kar oranindaki diisiise kars1 karsit-egilimlerin

mobilizasyonu olarak tanimlamanin gerekliligi ortaya ¢ikar.
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