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“Economic progress in a capitalist society means 

turmoil” – Joseph Schumpeter 

1. The mainstream either denies there are crises or 

claims that they cannot be explained; or that they 

are the result of panics. 

2. The Keynesian view is that capitalism is fine in the 

production sphere but has technical malfunctions 

in the financial sphere. 

3. The more radical view is that capitalism 

(particularly finance capital) is inherently unstable. 

4. But there’s no mention of profit and its role in 

crises from the mainstream. 

5. In a variant of the underconsumption thesis, the 

flavour of the month view is that rising inequality 

causes crises – either by reducing worker’s 

purchasing power or by generating a debt 

explosion – or both. 



6. But rising inequality did not lead to a lack of 

consumption: the rich spent more and worker’s 

incomes including net social benefits did not fall as 

a share of national income. 

7. There is little evidence of a connection between 

inequality and rising debt. 

8. Underconsumption is the cause, say most Marxists 

– yet the evidence is against it. 

9. Another cause: debt.  The financial system 

engenders too much debt, and in the latest crisis 

this was in household debt – if so, it can be fixed 

with regulation of credit institutions and spreading 

the responsibility. 

10. So what about the Marxist explanation of 

recurrent crises, cycles of boom and slumps?  

Marx’s law. 

11. Marx’s law is logical, realistic and backed by 

good evidence.  

12. Piketty claims Marx’s law has proved to be 

empirically wrong 

13. Esteban Maito’s world rate of profit series 

confirms Marx’s law and the transience of 

capitalism 



14. In the US there has been a secular decline in 

the rate of profit, but with a rise from early 1980s 

to the late 1990s and then a fall or flattening out 

still at a lower level than in the 1950s. 

15. There has been a secular fall from 1946 of 

20%-plus in the US rate of profit; a rise after 1982 

to 1997 and then flat or falling in the last decade. 

16. The law is not refuted by the rise in 

profitability in the so-called neoliberal period.  

Then the counteracting factors to the law 

dominated for a while: the rate of exploitation 

rose but the main thing was a fall in the organic 

composition of capital.  This was reversed after the 

late 1990s but the rate of profit did not fall much 

because the rate of exploitation increased further. 

17. My own work on a world rate of profit shows 

the crisis of profitability in the 1970s, the 

neoliberal recovery and its peak in the late 1990s 

18. Work by Esteban Maito confirms the same 

trends in global ROP 

19. The Great Depression also confirms the role of 

Marx’s law.  The rate of profit started falling in 

1924 well before the crash of 1929. The rate of 



profit started falling because the OCC began to 

rise. 

20. The cycle of profit reveals a causal process 

from the law to explain booms and slumps.  It 

starts with the rate of profit, goes to the mass of 

profit and then to investment, employment and 

incomes and slump and then back to rising profit. 

21. In the US, the mass of profit fell well before 

investment and national income did (not vice 

versa as Keynesians claim).  And profits led the 

recovery. 

22. The Great Recession has submerged into a 

Long Depression. 

23. What is the difference between a recession or 

slump that comes along every 8-9 years in modern 

capitalist economies and a depression?  There is 

no return to previous trend growth.  Trend growth 

was never restored after the late 19th century 

depression.  It took a world war to achieve it after 

the Great Depression of the 1930s. 

24. It’s a Long Depression this time because there 

was a conjunction of down phases in all the 

cyclical motions of capitalism: in the profit cycle 

(1997 onwards); in housing (1991-2010); in global 



production prices and interest rates (Kondratiev) 

and in the shorter national cycles of employment 

(Juglar).  So the depression could be predicted. 

25. Thus the recovery since the Great Recession 

has been weak and global growth is below trend. 

26. The loss of potential output from the Great 

Recession and the ensuing below-trend growth 

has been 22% this time, double that of the 1980-2 

double dip recession. 

27. Indeed, the recovery in capitalist investment 

has never been so weak (OECD). 

28. Investment in the major advanced economies 

has been negative in this century compared to an 

accumulated 85% rise in the 1960s!  

29. Why are we in a long depression?: two 

reasons; profitability has not recovered (mainly in 

Europe) and debt is still being deleveraged (mainly 

in Europe). 

30. Low profitability: and not just in the Eurozone. 

31. The second reason for the Long Depression is 

debt.  Before the Great Recession there was an 

unprecedented expansion of credit – private 

sector credit. 



32. That credit went mainly into property 

investment and unproductive or fictitious capital 

(bonds, stocks etc). 

33. Corporate debt expanded to do this and was 

used to invest not in productive sectors but in 

financial assets.  This was a counteracting factor to 

the low profitability reached in the 1980s. 

34. Indeed, if you exclude profits from fictitious 

capital, profitability from the productive (value 

creating) sectors of the US economy has not 

stopped falling. 

35. Even five years after the Great Recession, 

debt in the major economies is higher.  This curbs 

the willingness of companies to invest and 

households to spend. 

36. And banks cannot or won’t lend, especially to 

small businesses. 

37. As a result, although the mass of profit has 

recovered in the US to record levels, helped by yet 

more credit and low interest rates, still capital will 

not invest. 

38. “There is no permanent crisis” – Marx. 


