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JOSEBA TOBAR-ARBULU 

n classical formulations, the labor theory of value (L TV) is economistic. Standard 
treatements of the L TV take labor heterogeneity as skill differences. This assump

tion renders possible the reduction of alllabor to a common unity by treating skilled 
labor as a simple «mutiple» of unskilled labor. 

Yet the analysis of contemporary capitalism (Edwards 1979, Gordon et al. 1982, 
Reich 1984) has revealed an opposed tendency: the persistence of divisions within the 
working class based on race, sex, nationality, ethnicity, education and position in the 
hierarchy of production. 

The study of these divisions, called labor segmentation by sorne authors (Edwards 
1979, 1985; Edwards et al. 1975; Gordon et al. 1982), is convincing that they are of no 
mere secondary importance and cannot be reduced analytically to skill differences. 

Further, by excising political and cultural practices from the interna! constitution 
of the «economic», the L TV reduces the si te of capitalist production to a restricted 
-indeed impoverished- subset of the variety of practices which jointly determine the 
dynamics of accumulation. 

Following Bowles and Gintis (1977, 1978, 1981a, 1981b, 1985), the new LTV, 
reformulated in noneconomistic terms, provides a necessary framework for analysing 
the articulation of practices at the site of capitalist production, and of the articulation 
of capitalist production with other si tes of social practice 1• 

The aim of this paper is to purge the theory of its economistic underprinnings, 
thereby enhancing its logical consistency, its ability to illuminate the dynamics of 
advanced capitalist social formations, its general compability with contemporary 
Marxian social theory, and its capacity to inform political interventions toward a 
socialist transformation. 

Following and extending Marx, with Bowles and Gintis (1981a), we shall charac
terize labor as an ensemble of practices structured by the capitalist relations of 
production. 

* This essay rest heavily on Bowles, Edwards, Gintis, Gordon, and Weisskopf's works. 1 thank 
them all for having influenced my thinking. 

1. See Gintis (1980), Bowles and Gintis (1986 Chapter 4), and Cole (1988) for the concept of site 
and the general integration of practice and structure. 
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The new L TV, in this conception, becomes a theory of the articulation of 
appropriative, distributive, political and cultural practices at the site of capitalist 
production 2• In this form, the new LTV conserves its position as a structural tool, 
without thereby relegating social practices to the status of epiphenomena. 

With Bowles and Gintis (1981a, 1985) we shall argue that the special status of 
labor-~ower in the system of capitalist exchange is that it does not enjoy commodity 
status in terms of its conditions of production and its position in the dynamics of 
price formation and capital accumulation. 

We shall turn to labor itself -the concrete form of wage-labor as opposed to its 
abstract formas an object of exchange- for, we shall argue, labor cannot be viewed as 
the use-value of labor-power to the capitalist without seriously misunderstanding the 
wage-labor exchange and the capitalist labor process. We shall suggest that the 

2. Following Bowles and Gintis (Gintis 1980; Bowles and Gintis 1986 Chapter 4), by a social 
practice we mean an intervention by individual, group or class into history, whose project is the 
stabilization or transformation of sorne aspect of social reality. By a practice we mean a social interven
tion with the purpose of transforming or stabilizing sorne aspect of social reality. We may distinguish 
practices by their objects -the nature of the entity to be transformed. Thus the object of an appropriative 
practice is the natural world, and its purpose is the creation of specific use-values. The object of a 
distributional practice is the distribution of use-values among individuals and groups, and its purpose is 
the attainment of a preferred distribution. The object of a political practice is sorne set of social relations, 
and its purpose is the transformation or stabilization of the structures on which they are based. (Like 
other practices, a political practice is not characterized by where it occurs, but by the nature of its 
object.) A political practice is an intervention whose project is the stabilization or transformation of 
sorne structured social relation -one of the «rules of the game.» Finally, the object of a cultural practice is 
the constellation of symbols and cultural forms, on the basis of which lines of solidarity and frag
mentation among groups are formed, and its purpose is the transformation or reproduction of the tools 
of discourse. 

By a site we mean an arena of social activity with a characteristic set of social relations defining its 
specificity. Thus patriarchal family, liberal democratic state, and capitalist production are examples of 
sites. A si te is defined not by what is done there, huy by what imparts regularity to what is done there, its 
characteristic «rules of the game». lt is not «functions» but «structures» which distinguish sites. 

Sites structure the appropriative, political, and distributive practices of individuals and groups 
within them. We wish to stress that in general sites structure but do not determine practices. The extent 
to which the structure of a site delimits the range of practices occurring within it imposes a logic to the 
process of reproduction and change, will depend on the general and specific conditions of that site. 

A site then is an articulation of the varios practices organized within it. W e cannot associate 
particular practices with specific sites, such as appropriative practices with the economy, political 
practices with the state, and cultural practices with the school. Each site -family, state, economy, school, 
etc.- is itself an articulation of appropriative, political, and cultural practices. 

In particular, appropriative practices are not limited to the site of capitalist production. The state 
employs vast numbers of workers whose appropriative practices are not disimilar in their concrete form 
from those in the site of capitalist production. Housework, as many have recognized, is equally a major 
aspect of family activity. Political practices, in addition, are hardly limited to the state site. Within the 
site of capitalist production, a particular political structure governs the division of labor in the capitalist 
enterprise -the domination of capital over labor. And within the family site, political practices are 
structured by the institutions of patriarchy. Finally, because cultural practices govern the transformation 
of patterns of bonding and fragmentation in all sites, we reject the notion of cultural or ideological 
institutions (Gintis 1980). 

3. Marx's major assertions in support of embodied socially necessary abstract labor time are not 
defensible. Marx attempts the impossiole by striving to demostrate the special character of labor by 
recourse to its commodity status -namey that which it shares in common with all others (Bowles and 
Gintis 1981a). According to Morishima (1973), exploitation of labor exists if, and only if, profits are 
positive. This is known as the Fundamental Marxian Theorem. The error lies in the inference that its 
veracity implies that profits are explained by the exploitation of labor. For as many economists have now 
observed (Bowles and Gintis 1981a, Roemer 1982, Samuelson 1982, Wolff 1981), every commodity (not 
just labor-power) is exploited in any economy capable of producing a surplus. Corn, for instance, can be 
chosen to be the value numeraire, and embodied corn values of all commodities can be calculated. One 
can prove that profits are positive if, and only if, corn is exploited, in the sense that the amount of corn 
embodied in producing one unit of corn is less than one unit of corn -so con1 gives up production more 
than it requires back. Thus the exploitation of labor is not the explaination for profits and accumulation 
any more than is the exploitation of corn or oil or iron. 
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validity of the new L TV derives precisely from the noncommodity nature of wage 
labor. 

lt is precisely the focus on conflict within the labor process, and on the political 
and cultural formation of the working class, which most clearly distinguishes (post)
Marxian economics from other approaches. 

Labor is an ensemble of practices, structured by the social relations at the site of 
capitalist production, organized around the appropriation of nature. As such, it is 
categorically distinct from all other inputs into the production process. Like these 
other, it has a use-value to the capitalist but can not be reduced to this status. lt is 
living, but its biological ( or even human) status is not its defining element. The 
validity of the new L TV, we will seek to show, depends on this specific character of 
labor. 

W e may characterize the new L TV as the theory of the articulation of practices at 
the site of the capitalist production. Thus we sharply distinguish ourselves from those 
who would present the L TV as a theory of price, of exchange, or even of profit, 
though each of these must be encompassed by any viable theory of value. The new 
L TV by focusing on the contingent nature of surplus-values, bids us analyse those 
technical, political, and cultural mechanisms within which the site of capitalist pro
duction that allow such a surplus to arise and be reproduced. lt treats the production 
process not as a purely technical, but a political structure within which the dom
ination of capital is a condition of existence of profits, and as a cultural structure 
geared towaro reproducing the forms of bonding and fragmentation on which the 
political dominance of capital depends. 

We believe that the origins of profit can be located, at least in part, in the specific 
character of the capitalist production process, and the new L TV is relevant to 
understanding this specific character. 

Following Bowles and Gintis, we shall argue: 
(i) that labor-power is nota commodity, and that the theoretically necessary and 

sufficient noncommodity aspect of labor-rower must be located in the distinct 
noncommodiy structuration of its process o production located at sites distinct from 
the site of capitalist production: family and the state; and 

(ii) the designation of labor as the use-value of labor-power to capital obscures 
the absolutely fundamental distinction between productive inputs embodied in people 
capable of social practice and all those remaining inputs for whom ownership by 
capital is sufficient to secure the «consumption» of their productive services. Herein 
lies the «peculiar nature of labor power» and the basis on which the new L TV can be 
established. 

lt is one of Marx's great insights that the analysis of capitalism requires a theory of 
the specifically social nature of the reproduction of the labor force. 

But the production and reproduction of labor power involves -and must involve 
for the reproduction of capitalism- social relations redically distinct from those 
governing commodity production 4• 

4. The designation of labor-power as a commodity ignores the distinct nature of these social 
relations and obscures their articulation with practices at the site of capitalist production, and hence 
should be rejected. 
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The reproduction of labor takes place not at the site of capitalist production, but 
at a distinct site, whose structure is quite different from that of capitalist production. 
To suggest that the two forms of valorization are the same is to obliterate the 
distinction between si tes 5• 

In a competitive economy, commodity prices are formed through the process of 
market clearing in which the autonomous and uncoordinated buying and selling 
activities of commodity owners give rise to a long-run equilibrium price of produc
tion. No such equilibrium process takes place in the case of labor-power. 

Excess suply in labor-power markets affects wage determination through its 
impact upon the conditions of class conflict, not through an autonomous process of 
market clearing. 

In no sense can the wage rate be treated as a market-clearing price. lndeed, if it 
were, Marxian economic theory would be faced with the curious result that given 
permanent excess supply in labor-power markets (the reserve army) the observed 
wage rate is perpetually above the monetary equivalent of value of labor-power 
represented as the value of the consumption bundle corresponding to the market 
clearing wage. More generally the designation of labor-power as a commodity in 
perpetua! excess supply yet with a nonzero price is clearly inconsistent. This puzzling 
anomaly cannot be resolved within the terms of the classical Marxian value theory. 

So, even abstracting from the labor inputs which produce noncommodity use
values necessary to the process of labor-power production, the symmetry between 
commodity production and the production of labor-poser is decisively broken in the 
valoration process. But this particular abstraction cannot go unanalysed. 

The second reason why labor-power is not a commodity is that labor-power is 
produced in large measure by necessary labor which is not abstract labor (in Marx's 
sense). The error in Marxian theory is to have treated the family asan individual and 
thus to have ignored its interna! articulation of practices. 

If we are to represent the generation and regeneration of labor-power as a labor 
process (rather than a consumption process ), we must take account of the labor of 
house workers 6 • This labor cannot be described as abstract labor, for its allocation is 
not governed by the same considerations (market regulations) which govern the 
allocation of labor at the site of the capitalist production. 

Bowles and Gintis (1981a, 1985) focus the analysis of the reserve army on the 
inexplicable «over production» of the labor-power commodity. The question as to 
how there can be an excess supply of labor-power at all times, without the wage being 
thereby reduced to zero, remains to be answered. This requires an analysis of the 
special nature of the labor exchange: the process whereby labor is transferred to the 
capitalist in return for a wage. This analysis will suggest, in turn, that labor cannot be 
considered as labor-power's use-value to the capitalist. 

In the labor-power wage transation, in return for a wage the worker agrees to 
submit to the political authority of the capitalist or his agents for a given period of 
time. What the worker must do in arder to generate profits for the capitalist goes far 
beyond the terms of legal contract, which will in general specify the hours of work, 
the wage rate, health and safety conditions, pensions and the like, but not the amount 

5. This is of course precisely the strategy of the human-capital school in neoclassical economics, 
but it is hardly consistent with Marxian theory (Bowles and Gintis 1975). 

6. See Folbre (1979), Hartmann (1979), Secombe (1974), Gardiner (1975), Himmelweit and 
Mohun (1977). 
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of labor services to be performed. The coercitive power of the state is relatively 
ineffective in securing the extraction of labor from labor-power. Hence the central 
relevance of capitalist domination in the site of capitalist production: authority at the 
point of production must be used to evidence worker behavior not guaranteed by the 
wage labor contract. Thus the «use-value» of labor power passes into the hands of the 
capitalist, and this is critica!, only as an outcome of class struggle at the point of 
production. 

Here is a real peculiarity of labor-power. The enjoyment of the use-value of any 
other commodity is nonproblematic: the bread does not resist being eaten. Not so 
with labor-power. lts «use-value» is not delivered, it is not offered, it is not con
sumed. lt must be extracted. This process of extraction engages the energies of armies 
of supervisors, time-motion men, guards and bosses of all descriptions. By no stretch 
of imagination is this property of labor-power «independent of the amount of labor 
required to appropriate its useful qualities.» 

Nor does this appropriation depend solely upon the «physical properties» of 
labor-power, it depends as well on the ability of the capitalist to induce the worker to 
perform. This observation directly implies that the use-value of a worker is not 
limited to his or her «technical atributes», such as skills (Bowles and Gintis 1976). 
The surplus extracted in the work process depends, in addition, on states of con
sciousness, degrees of solidarity with other workers, the size of reserve armies, and 
the social organization of the work process itself 7• 

The classical Marxian insight that capitalist production produces not only com
modities, but people as well, can thus be grounded in the process of expropriation of 
surplus-value. 

By what means may the capitalist secure the status of consciousness, motivational 
responses, attitudes toward authority, and degrees of solidarity and social distance 
vis-a-vis other workers which are conductive to the expropriation of surplus-value? 

The capitalist may, of course, seek to influence the structure of family life, the 
curriculum of schools, the legal structure pertaining to labor organizations, and the 
media. But no less important, the capitalist will seek to organize the experience of the 
labot process itself to foster the desired beliefs, attitudes, values, and knowledge. 
Here we see, clearly, the relevance of cultural practices at the site of capitalist 
production. 

The most obvious threat to capitalist's power is collusion among workers. Indi
viduals can be dismissed for insubordination, but the cost of dismissing entire blocs 
of workers is prohibitive. Thus is essential to stratify the workforce in arder to 
minimize work:er solidarity. 

Turning the division of labor into a hierarchy of diverse and antagonistic frag
ments is thus an effective means towar the intensification of labor, and the reduction 
in workers bargaining power over wages. 

lt follows that the capitalist will in general reproduce in the enterprise the 
hierarchy of statuses reflecting the historical development of the working class. This 
will be directly evident in the day-to-day staffing of jobs -e. g., white over black, 
male over female, schooled over less schooled. This process, moreover, is sub
stantially independent of the skilllevels of the labor segments in question (Bowles 

7. · While the tendencies in the accumulation process toward the homogeneization of the working 
class described by Marx and elaborated by Braverman (1974) are undoubtely strong, they are evidently 
accompanied by powerful opposing tendencies, which reproduce working-class divisions. Specifically, 
the material basis for labor segmentation is the labor process itself, as well as the uneven development of 
the capitalist mode of production and the integration of sucessive waves of workers into wage employ
ment associated with the accumulation process and the undermining of co-existing modes of production. 
The conterpoint of labor homogenization and segmentation is thus an integral part of the accumulation 
process (Bowles and Gintis 1976; Edwards 1985; Edwards et al. 1975; Gordon et al. 1982). 
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and Gintis 1977, 1978; Morishima 1978). The different economic positions of these 
various labor segments will tend to coincide with and thus serve to perpetuate their 
status positions in the larger society, barring the intervencion of counteracting forces. 

By making the extraction of labor from labor-power central to value theory, that 
is by emphasizing the nonexchange aspect of the exploitation process as central, we 
can thus easily resolve the puzzle, possed within classical Marxian value theory, of the 
apparent inconsistency between racial, sexual, and other forms of labor-market 
discrimination and the competitive pursuit of capitalist super-profit. Racial, sexual 
and other worker divisions are not only in the interest of the capitalist class as a 
whole, they are essential to the extraction of labor from labor-power and hence to the 
profits of any given individual capitalist. 

The problematic nature of the extraction of labor from labor-power is no less 
central to solving the puzzle of the coexistence of positive wages with perpetua! 
excess supply in labor markets. The resolution of this anomaly hinges upon the 
capitalist's imperative to maintain the efficacy of the threat of firing as a necessary 
condition for the extraction of labor from labor-power 8• 

Consider a case in which labor supply conditions permit the capitalist to lower 
wages by a considerable amount by firing his workers and hiring the unemployed ( or 
byo threatening to do so). Would it maximize the capitalist's profits to lower the 
wage? lt might; but there is a clearly sorne nonzero wage below which it will not pay 
to go, as each reduction in the wage willlower the efficacy of the caritalist's strategy 
for the extraction of labor from labor-power. In the limiting case o a zero wage (or 
more reasonably one equivalent to the level of anticipated unemployment insurance 
and welfare payments) the threat of firing disappears, rendering the supervision and 
control structure of the enterprise powerless to elicit work from the worker. Thus the 
reproduction of positive wages even in glutted labor markets is far from an anomaly: 
it is a reasonable expectation generated from a theory which makes the extraction of 
labor from labor-power a substantive conflict interna! to capitalist production -ne
cessitating political and cultural as well as economic strategies on the part of the 
individual capitalist 9• Thus the extraction of labor from labor-power is theorized as 
an effect of the total nexus of appropriative, political, and cultural practices at the site 
of capitalist production (Gintis 1976, Gorz 1967, Marglin 1974, Stone 1974). 

By banishing politics and culture from the work place, the representation of labor 
as the use-value of labor-power promotes a technological view of the labor process, 

8. To see how this insight provides a consistent theory of wage setting in long run employment 
situations, consistent with a system of competition among capitals consider a single capitalist whose 
output and hence profit levels depend upon an array of material inputs, services and labor. The cost of 
the material inputs and services is simply their market price; but lalior itself bears no such market price. 
lts costs depends jointly upon the price of labor-power and the capitalist's sucess in extracting labor 
from labor-power. Toward this latter objetive the capitalist may aeploy a variety of strategies and 
instruments. For simplicity we limit these to two: direct supervision and the threat of firing. Both are 
costly. The cost of supervision is a salary of the nonproduction workers engaged in supervision. The cost 
of maintaining the threats of firing must include the wage of the productive worker, for it is perfectly 
clear that the efficacy of the threat of firing depends upon the economic loss which being fired inflicts 
upon ghe worker. Thus the capitalist may increase the extraction of labor from labor-power by 
increasing the amount of supervisory labor, or by increasing the cost of the worker of being fired for 
pursuing projects contrary to capitalist profit. There is every reason to believe the two strategies to be 
complementary: supervision works better when it is backed up by a powerful threat; threats work best 
when the proscribed behavior can be accurately and quickly detected. 

9. The classicallabor theory of value avoids all such references to political and cultural practices in 
the extraction of surplus-value (Rubín 1972). 
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thereby undermining the critique of the authoritarianism of capitalist everyday life. 
In this view it is the property relationship, not the more inclusive capitalist dom
ination of the .labor process, which assumes the crucial analytical role. Worker 
struggles for democracy at the point of production are thus displaced from their 
central strategic position in socialist practice and relegated to a mere tactical role 10• 

Further, the usual formulations of the value of labor-power provide no basis for 
conceptualizing an alliance of the overlapping but distinct groupings: producers of 
labor-power and wage workers. Analytically, this shortcoming may be traced to the 
absence of a term representing direct labor time (the houseworkers' time) in the value 
and price expressions for the «commodity» labor-power. This absence, in turn, may 
be traced to the lack in Marx's theory of a concept of a family site at wich appropia
tive, distributive and other practices are carried out. 

The classical Marxian theory stresses commodity relations and invokes the meta
phor of consumption. No less important, it suppresses noncommodity social rela
tions and the metaphor of transformative practice. To open up the two black boxes 
-the formulation «labor is the use-value of labor power» presents the capitalist 
production process as a technologically determined black box; the formulation 
«labor-power is a commodity» presents the family as a black box- we need a theory 
which will center on what goes on within the capitalist firm and within the family as 
well as what goes on between families and firms. The exploration of these interna! 
noncommodity social relations must of course be integrated with a theory of com
modity relations. 

What concepts will provide the basis for such a formulation? W age labor enters 
into exchange relations, but is nota commodity. Bowles and Gintis suggest that the 
representation of labor as an ensemble of apfropriative, political, cultural and dis
tributive practices better capture the essence o the labor theory of value. Further, the 
new L TV provides a theoretical basis for the systematic analysis of the si te of 
capitalist production which a formulation in terms of class struggle, pure and simple, 
evidently lacks. The concept of competition among capitals, and the formulation of a 
general social rate of profit (with associated prices of production) remains a necessary 
part of any analytical framework addressed to understanding the accumulation proc
ess and capable of informing a nonvoluntaristic political intervention in its process of 
reproduction. 

This new L TV promotes a formulation whereby class struggle is conceptualized 
both in production and in the exchange between the family site, the site of capitalist 
product10n and the state site as well. 

According to Marx, the role of the state lies in enforcing the rules of the game: 
protecting priva te property, preventing worker combinations, regulating access to 
land, and limiting poor relief to forros not injurious to the market in labor-power. 

However, accurate this view is of the early stages of capitalist development, in 
advanced capitalism the impact of the state on both the reserve army and the relative 
power of labor and capital change decisively. Through policies concerning immigra
tion, family structure, regional development, schooling, and technological research, 

10. Value theorists have failed to revise the standard theory to incorporate the conceptual tools 
needed to encompass the phenomenon of segmentation. Rather than attempt an explanation of the 
reproduction of intemal divisions of the working class at the point of production, those writing within 
the value theory framework have tended to relegate these problems to the sphere of «culture» operating 
outside the valuation process, and hence independent of it (Bowles and Gintis 1977, 1978; Morishima 
1978). 
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the state is now a critica! part of the determination of the reserve army. In addition, 
through a mas si ve increase in the citizen wage 11 , the working class is partially 
buffered from the vicissitudes of the economy and therefore has greater staying 
power in distributional struggles with capital. Finally, the state now regulates rather 
than prohibits worker combinations, constituing rather than merely validating the 
institutional form of capital-labor relations. The state is a part rather than a mere 
protector of the «rules of the game». 

Y et standard economic theories loca te instability solely within capitalist produc
tion 12• Despite all their obvious differences, these theories reflecta common concep
tion of the articulation of the state and eco no m y 13 • 

O'Connor (1973) presents a more accurate perception of the contradictory posi
tion of liberal democracy 14• According to O'Connor, « ... the capitalist state must try 
to fulfil two basic and often mutually contradictory functions -accumulation and 
legitimation-.» The presence of the legitimation function may impel the state, accord
ing to O'Connor, to disrupt rather than to restare the accumulation process 15 • 

We will not rely on any purported «functions» of the state to explain its beh:tvior. 
With Bowles and Gintis (1982a, 1982b, 1986 ), we posit the liberal democratic state 
and the capitalist economy as distinct structures whose articulation may be described 
as a contradictory totality. This formulation avoids reducing the state to a site of 
ineffective intervention into a crisis that is precipitated by the autonomous process of 
ca_pitalist accumulation, in favor of the state as a site that is integral to the production 
of a crisis as well as to its resolution. 

The notion that the state can actually participate in the production of economic 
crisis will allow us a much better understanding to the emergence of crisis from 
systemic contradictions in the social formation. 

11. The expansion of what Bowles and Gintis term the citizen wage -that part of a person's 
consumption supplied by the state by virtue of his or her citizenship rather than directly acquired by the 
sale of labor-power- has led to a redistribution of the social product away from capital. 

12. The Keynesian approach, focusing on effective demand, limits the state's role to compensating 
for destabilizing movements in investment and international trade. Those Marxist approaches that stress 
secular movement in the organic composition of capital and disproportionalities between sectors of the 
economy, render the state equally peripheral to crisis. Recent advances in Marxist crisis theory, in the 
hands of Kalecki (1971), Boddy and Crotty (1975) have recognized a more active role for the state. 
Nonetheless, these authors trace the accumulation crisis to a falling rate of exploitation without any 
refe:ence to the state, leaving it only the subsequent role of disciplining labor and restoring reserve 
armtes. 

13. In liberal Keynesian theory, the state is an autonomous organ responsive to an electorate, 
whose multiple cleavages render stabilization policy a neutral exercise in the «public interest.» 

In Marxist theory, the state is ultimately a reflection either of capitalists' dominance or of a balance 
of class forces forged within the dynamics of capitalist accumulation. 

Classical Marxism characteristically relegated democracy to the realm of appearance, where the state 
is an instrument in the hands of the ruling classes for enforcing and guaranteeing the stability of the class 
structure itself. 

Modern developments in the Marxist theory of the state have emerged to fill the gap between 
personal rights and property. Thus, according to Poulantzas (1973), Block (1977) and Therborn (1978) 
the state is required to reproduce the conditions of accumulation, insofar as this is possible, by the very 
nature of its structural articulation with the capitalist economy. The key to this model is the independen
ce of investment decision from the state control and the dependence of a popularly elected government 
on high levels of growth and employment for its continuance in power. In this conception liberal 
democracy itself ensures that the state remain functional to capital, because accumulation becomes a 
condition of the regime's existence. (See Carnoy (1984) for a good discussion of the role of the state in 
capitalist societies.) 

14. See also Wolfe (1977). For criticisms, see Carnoy (1984). 
15. This perception is ambiguous and incomplete. Why must the state perform these two func

tions? What determines when they are satisfactorily executed? How may we determine the conditions 
under which the «accumulation» and «legitimation» functions rnight come into conflict? How do the 
various functions of the state generate the social conditions for their being met? (More criticisms in 
Carnoy (1984).) 
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Both the state and capitalist production are sites of social act1v1t1es, whose 
characteristic social relations structure the social practices occurring within them. The 
state and capitalist production are capable of articulation as a contradictory totality 
precisely because th.ey represent distinct, alternative modes of organizing comparable 
appropriative, distributive, political, and cultural practices. 

Both in the . state and in capitalist production, individuals and groups act to 
reproduce and transform the characteristic social relations and tools of discourse that 
structure their practice. The structuring of political practices in the two sites is, 
however, dramatically divergent. While the liberal state promises only equal treat
ment of all before the law, the liberal democratic state, in its developed form, is based 
on formally equal participation of all adults on the basis of their rights as citizens. Y et 
according to the structure of capitalist production, political participation of individu
als and groups depends on property alone; effective power is in the hands of property 
owners or of those delegated by them. 

The principies of rights rested in property and rights rested in persons are not 
only distinct; they are in potential conflict. The principie of free association of the 
workers is in direct opposition to the principie of free individual contract. Principies 
of discrimination, which claim that all citizens have the right to equal treatment by 
employers or potential employers, constraint the free exercise of property rights. The 
right to employment, minimum health and safety conditions, due process, and 
democratic control in the accumulation process is contrary to any notion of a private 
sphere beyond the reach of the popular exercise of rights in persons. 

The joint reproduction of capitalism and liberal democracy in virtually all of the 
advanced capitalist countries in the post-World War II era is easüy misunderstood. 
The history of liberal democracy in the twentieth century supports two conclusions: 

(i) the liberal democratic state is not the «nature form» of the state in a capitalist 
social formation. Rather is one of severa! possible forms of state, and the conditions 
for the joint reproduction of liberal democracy and capitalism are fundamentally 
conjunctural; and · 

(ü) the relationship between liberal democracy and the accumulationprocess is an 
historical relationship, conditioned by a particular nexus of class forces. The reproduc
tion of liberal democratic capitalism can be understood only through a careful study of 
the accumulation process and the class alliances and alignments associates with it. 

The liberal democratic state has affected the capitalist accumulation process in 
two, quite different ways: 

(i) a gradual redistribution of the total product away from capital; and 
(ii) a decreased ability of the reserve army to discipline labor. 
These effects have played a critica! role both in producing and in prolonging the 

current period of economic stagnation and rapid inflation. 
Severa! developments have acted as a back drop to this current economic decline: 
(a) A gradual but accelerating deterioration in the terms of trade between the 

United States and the rest of the world. By rising input proces and lowering product 
proces of internationally traded goods, this development has exerted a strong down
ward pressure on the before-tax corporate product prices 16• (Specifically, given an 

16. We confine our analysis of profitability to the corporate business sector because it represents 
the capitalist core of the economy (Averitt 1967, Browing 1985, Bowles and Edwards 1985). 
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essentially constant wage share (Bowles and Gintis 1982a Table 2), the increased 
volume of exports needed to acquire a given level of imports will impinge upon real 
net corporate revenues.) 

(b )The extraction of labor from labor-power has become increasingly problematic 
and costly for capital (Bowles, Gordon and Weisskopf 1983). 

(c)Increasing natural scarcities, associated with the depletion of resources. 
(d)Growing irrationatily in the market allocation process, involving a divergence 

between real social costs of commodities and their market prices. 
All of these elements have contributed to a fall in the rate of profit (see Bowles, 

Gordon and Weisskopf 1983, 1986, 1987;) 17• 

The majar distributional gains made by workers were not achieved in their direct 
confrontation with capital over the bargaining table, but in the state. The working 
class has increasingly relied upon the citizen wage as the concrete form of its 
distributional victories. 

The real long trend toward the socialization of consumption is central to this 
analysis of the accumulation process, for it is not only the most inmediate conse
quence of the emergence of the state as a majar locus of class struggle, but it also 
reflects the increasing power of the working class in the liberal democratic state. 

It is hardly surprising that the majar gains of the working class have ocurred 
through the citizen wage, for the state, which vest rights in persons, is a more 
auspicious arena of class struggle than the capitalist economy, which vest rights in 
property, over which workers have the least control. 

The current economic situation is a crisis (Bowles, Gordon and Weisskopf 1983, 
1986, 1987, Gordon 1988) rather than a cyclical downturn, in the sense that a 
restoration of the stable expansion of capital will require a structural reconstitution of 
the accumulation process. 

Corporate planners, suplly-siders and monetarists, all aim at an increase in the 
rate of exploitation (Bowles, Gordon and Weisskopf 1983); all seek a disarticulation 
of liberal democracy and the accumulation process. (Supply-siders and monetarists 
want to develop a less interventionist state by reducing the citizen wage, advocate 
market-based cost effectiveness criteria for all state programs and relying upon 
monetary rather than fiscal macromanagement policies. The corporate planners ac
cept the necessity of an interventionist state and seek to insulate its workings from the 
electorate, by insulating executive decision making from popular scrutiny and ac
countability.) 

Capital, then seeks to curtail the transportation of practices from the liberal 
democratic state to capitalist production and to promote a transportation of practices 
from capitalist production to the liberal democratic state. 

A possible viable response of workers is to politicize the accumulation process 
and to strengthen and extend democratic control of the state apparatus. Demands 
posed as universal rights and movements constituted by the universal discourse of 
liberal democracy are prone to become class demands and class movements. The crisis 
of capital may thus hasten the realization that the struggle over universal rights -the 
right to participate in political decisions, the right of a free press- is a class struggle 
(Edwards 1979). 

17. According to Weisskopf (1979), the long-term decline in the before tax profit rate may be 
largely attributed to the decline in terms of trade. Bowles and Gintis (1982a) find no convincing evidence 
that either an increase in the organic composition of capital or a decline in capatily utilization contribu
ted significantly to the secular deterioration of the profit rate. To Weisskopf (1979), the average rate of 
capacity utilization fell only slightly (from 85 percent to 82.3 percent) between the first and last postwar 
cycles, the organic composition of capital remained unchanged, and the rate of before-tax profits fell 
from 13.7 to 9.4. (See Weisskopf 1981a, 1981b, 1985; Moseley 1985.) 
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With Bowles, Gordon and Weisskopf (1983), we say that the economic crisis of 
the advanced capitalist countries can be overcome only by addressing the supply-side 
as well as the demand-side failings of modern capitalism. The required new economic 
structure must not only be able to generate continously adequate effective demand 
for goods and services; it must also provide a more efficient basis for the supply of 
needed goods and services, for example by substituting the positive incentives of 
genuine worker control of the production process for the kind of wasteful negative 
sanctions that are based on a high cost of job loss. 

Liberal democracy may well be radically transformed toward an instrument, 
however imperfect, of popular power (see Bowles, Gordon and Weisskopf 1983). 
Only an economic system characterized by democratic control of the workplace, as 
well as democratic planning of the macroeconomy, offers hope for combining the 
supply and demand-side requisites for achieving continuously high rates of employ
ment, continued economic prosperity; anda growing expansion of free time enjoyed 
as a choice rather than suffered as the unwanted scourge of unemployment. The basic 
economic changes here advocated depend for their sucessful implementation on the 
ability of an organized popular movement to overcome the political and economic 
hegemony of capital. 
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