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By way of (further) motivation

m The Communist Manifesto, published in 1848, with around 500
million copies sold, is one of the four best-selling books of all time.

m In 2015, the English publisher Penguin reprinted the Communist
Manifesto in its Little Black Classics collection. The first print was
sold out in a week and the Manifesto was the bestseller of the
collection.

m In 2013, The Communist Manifesto and Capital, Volume | were
registered to UNESCQO’s Memory of the World Programme.
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Wikipedia: "Karl Marx was a German philosopher, economist, historian,
sociologist, political theorist, journalist and socialist revolutionary.”

At the age of 24, he became a journalist for the Rheinische Zeitung, a
liberal newspaper. Within six months, he became an editor of the
newspaper. Two months later the Tsar of Russia asked the Prussian King
to suppress the RZ, which was closed in March 1843, leading Marx to
leave to Paris.

The first of many exiles. In January 1845, the Prussian envoy in Paris
protested to King Louis Philippe about an article by Marx published in
Vorwarts. The journal was closed and Marx was expelled. He moved to
Belgium.
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In 1848 a wave of revolt broke out in Europe a week after the publication
of the Communist Manifesto. The panic stricken Belgian government
ordered Karl Marx to quit the country within 24 hours, never to return.

He went back to Germany and founded a new newspaper. Within less than
six months, he was prosecuted. After a year, in May 1849 the Prussian
authorities prosecuted half of the editorial staff and asked the other half,
including Marx, to be deported.

He returned to Paris. After less than three months, he was forced to leave
the country again and moved to Britain, where he spent the rest of his life.
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He married Jenny von Westphalen in June 1843. They had seven children
together, but partly owing to the poor conditions in which they lived whilst
in London, only three survived to adulthood.

In London, they lived in squalor and near despair. They lived in a two
bedroom apartment. They were evicted from their flat. Irate creditors
were continually banging at the front door. In February 1852, he wrote:
“A week ago | reached the point where | am unable to go out for want of
coats | have in pawn and can no longer eat meat for want of credit”.

“l don't suppose anyone has ever written about ‘money’ when so short of
the stuff”.

He suffered from severe and recurrent medical problems.
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The omnivorous reader

At university, while writing a paper on the philosophy of law he studied
Winckelmann's History of Art, started to teach himself English and Italian,

translated Tacitus's Germania and Aristotle’s Rhetoric, read Francis
Bacon, and studied theology.
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The omnivorous reader

At university, while writing a paper on the philosophy of law he studied
Winckelmann's History of Art, started to teach himself English and Italian,
translated Tacitus's Germania and Aristotle's Rhetoric, read Francis
Bacon, and studied theology.

“Very few men,” said Michail Bakunin, “have read as much, and, it may
be added, have read as intelligently, as Mr. Marx.”

In 1976, Siegfried Prawer wrote Karl Marx and World Literature — a
450-page book devoted entirely to Marx’s literary references.
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Marx, Karl: 5 May 1818, Trier, — 14 March 1883, London
The prolific writer

In the 1970s, the Marx-Engels-Gesamtausgabe (aka MEGA2) project was
started that aims to publish the complete collected works of Marx (and his
friend, collaborator and benefactor Friedrich Engels).
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started that aims to publish the complete collected works of Marx (and his
friend, collaborator and benefactor Friedrich Engels).

According to the Financial Times, this is “one of the most extraordinary
book projects of modern times”.

So far “a team of collaborators worldwide have released 66 volumes, with
24 volumes to go. An additional 20 volumes comprising mainly of letters
and excerpts will be published in digital form only.”
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Marx, Karl: 5 May 1818, Trier, — 14 March 1883, London

Unfinished and open ended

Marx only managed to publish a small part of his more substantive
contributions. Most of his work remained in the form of manuscripts,

sometimes drafts or notebooks, and have been edited by others (Engels
mostly) and printed posthumously.
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For example, only Volume | of Das Kapital was published by Marx himself.
It was published in 1867 after countless editors (and friends and comrades)
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sometimes drafts or notebooks, and have been edited by others (Engels
mostly) and printed posthumously.

For example, only Volume | of Das Kapital was published by Marx himself.
It was published in 1867 after countless editors (and friends and comrades)
battled to get Marx to complete the project.

The first letter written by Marx asking his publisher to be patient, since
the work was ‘almost done’, is dated . ..1846!

“I shall not have it published without revising it yet again, both as regards
matter and style. It goes without saying that a writer who works
continuously cannot, at the end of six months, publish word for word what
he wrote six months earlier.”
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m Marx constantly (viz., compulsively) and ruthlessly re-considered and
revised his work.

m Marx's writing is constantly inspired by his political activism and is
permeated by the political and economic events of his time.

m Marx never enjoyed the luxuries of an academic life.
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m Yet, it can be shown that this is incompatible with one of the
fundamental laws of capitalism, namely profit equalisation.
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m Yet, it can be shown that this is incompatible with one of the
fundamental laws of capitalism, namely profit equalisation. Moreover,
it can be proved that in any case there is no such thing as a set of
labour values that are logically prior to, and determine prices.

m Joan Robinson: ‘the whole argument appears to be metaphysical.
... Logically it is a mere rigmarole of words’ (ibid., p. 37). Further, 'a
metaphysical belief, as in the law of value, cannot be wrong and this
is the sign that there is nothing to be learned from it’ (ibid., p. 39).
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m The Ricardian LTV and the Marxian critique of political economy:
the Marxian LTV is about aggregates.

m The “New Interpretation” and the aggregate equalities.

m “Labour values”, or employment multipliers, as productivity measures:
Richard Stone and Wassily Leontief.

m Empirical evidence on price/value relations.
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appropriates products. What the bourgeoisie therefore produces,
above all, are its own grave-diggers. Its fall and the victory of the
proletariat are equally inevitable.” (Communist Manifesto)

m Global capitalism and China.

m Historical Materialism and the Soviet Union.
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m The financial crisis of 1857. Beginning with a bank collapse in New
York, the crisis spread through Austria, Germany, France and England
with plummeting prices, daily bankruptcies and panic.

m “Can capitalism survive? No, | do not think it can” (Joseph
Schumpeter, Capitalism, Socialism and Democracy, 1942).

m The crisis reloaded: the 2007-8 financial crisis. Marxists have
predicted ten of the last one crisis. Yet capitalism is characterised by
business cycles and recurrent crisis.

m The Soviet Union and (a certain type of) Historical Materialism.
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Marx the economist: a series of failures?

Downfall and rise? Struggle, more than anything

m The Communist Manifesto and 1848.
m The point is really about class struggle and distributive conflict.

m China and the global labour force: “The number of ‘mass incidents’
(unauthorized gatherings of more than 20 people, which include
collective worker protests) increased from around 10,000 in 1994 to
74,000 in 2004. The government stopped releasing official statistics
on mass incidents in 2005 but unofficial reports suggest the numbers
have remained at a consistently high level ever since. ...[S]enior
Party sources [are reported] as saying the number of mass incidents in
2008 was 127,467, about 70 percent higher than the 2004 figure.”
(China Labour Bulletin)
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Marx the economist: a series of failures?

The nature of socialism

m The economic record of the Eastern bloc.
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m Marx refused to outline the future society thinking that his role was
not to provide “recipes for the cookshops of the future” (Capital
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Marx the economist: a series of failures?

The nature of socialism

m The economic record of the Eastern bloc.

m “The problem in Venezuela is not that socialism has been poorly
implemented, but that socialism has been faithfully implemented”
(Donald Trump, 18th of September 2017).

m Marx refused to outline the future society thinking that his role was
not to provide “recipes for the cookshops of the future” (Capital
volume I).

m Gerald A. Cohen: socialism as a set of values, including equality of
opportunity, community and solidarity, which can be implemented in a
number of ways. (Why not socialism?, 2009).
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Exploitation, classes and class conflict

m Exploitation.

m Classes.

m Conflict, distribution, and cycles.
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The relevance of exploitation
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The relevance of exploitation

The notion of exploitation is prominent in the social sciences and in
political discourse.

m Analyses of labour relations, especially focusing on the weakest
segments of the labour force, such as children, women, and migrants
(see, e.g., ILO, 2017).

m Controversies on drug-testing and on the price of life-saving drugs,
especially in developing countries.

m Ethical issues arising in surrogate motherhood (see, e.g., Field, 1989;
Wood, 1995).

m It is the cornerstone of traditional Marxist social theory (Roemer
1982).
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m Exploitation is central in the politics of many of the key European
parties.

In the 2007 programme of the SPD, the very first paragraph
advocated a society “free from poverty, exploitation, and fear” (p.3).
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Exploitation

The relevance of exploitation (ctd.)

m Exploitation is central in the politics of many of the key European
parties.

In the 2007 programme of the SPD, the very first paragraph
advocated a society “free from poverty, exploitation, and fear” (p.3).

The 2017 manifesto of the UK Labour Party, aims to “end workplace
exploitation” (Labour Party 2017, p.28).

m The global economic order is often considered to be exploitative: “We
must invest in Africa, but invest in an orderly way and create
employment, not go there to exploit it” (Pope Frances, Reuters).

m The notion of exploitation is extensively discussed in normative theory
and political philosophy (e.g., Wertheimer, 1996; Wolff, 1999;
Bigwood, 2003; and Sample, 2003).
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Exploitation

The social mode of production (KMTH)

History progress through as series of modes of production.
“A mode of production is a way of producing. But there are many ways of
differentiating ways" (p.79).

The social mode of production: the “social properties of the production
process. Three dimensions are relevant here:

m its purpose,
m the form of the producer’s surplus labour, and

m the means of exploiting producers (or mode of exploitation)” (p.80).
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Exploitation

The form of surplus labour (KMTH)

“The essential difference between the various economic forms of society ...
lies in the form in which surplus labour is in each case extracted from the
actual producer, the labourer” (Capital, volume I).

“The form of surplus labour is the way it manifests itself in the society in
question” (p.82).

Portion of the product in slave society, quantity of exchange value in
capitalism. But “the clearest form of manifestation of surplus value”
(ibid.), in feudal societies, is “labour rent” where the serf works part of the
time on the lord’s estate.
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Exploitation

The mode of exploitation (KMTH)

The "means whereby the producer is made to perform surplus labour
(whatever may be the form of the surplus)” (p.82).

In slavery and serfdom, exploitation “is achieved by ‘other than economic
pressure’. Its ‘basis is the forcible domination of one section of society over
another’, assured by a combination of (threat of) violence and ideology”
(p.83).

In contrast, in capitalism exploitation occurs thanks to the worker's “lack
of means of production, which forces him to contract with a capitalist on
terms which exact surplus labour from him" (p.82).
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Exploitation

“Exploitation in Marx: what makes it unjust?”

“[T]hree logically distinct things occur in the Marxist account of
exploitation, each of which carries a redolence of injustice. One is that (1)
workers are at the short end of an unequal distribution of means of
production. A second is that (2) they are forced to work as others direct
them to. And a third is that (3) they are forced to yield surplus product to
others" (pp.195-6).
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exploitation, each of which carries a redolence of injustice. One is that (1)
workers are at the short end of an unequal distribution of means of
production. A second is that (2) they are forced to work as others direct
them to. And a third is that (3) they are forced to yield surplus product to
others" (pp.195-6).

“[I]f the story of capitalist exploitation is the one Marx tells ..., then
where, precisely, does the injustice lie (on independently reasonable views
about justice)?" (ibid.)
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Exploitation

“Exploitation in Marx: what makes it unjust?”

“[T]hree logically distinct things occur in the Marxist account of
exploitation, each of which carries a redolence of injustice. One is that (1)
workers are at the short end of an unequal distribution of means of
production. A second is that (2) they are forced to work as others direct
them to. And a third is that (3) they are forced to yield surplus product to
others" (pp.195-6).

“[I]f the story of capitalist exploitation is the one Marx tells ..., then
where, precisely, does the injustice lie (on independently reasonable views
about justice)?" (ibid.)

Answer: “the extraction [of surplus labour] is unjust because it reflects an
unjust [asset] distribution and that the asset distribution is unjust because
it generates that unjust extraction” (p.197).
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“Exploitation in Marx: what makes it unjust?”

“A transfer of product is unjust if and only if it occurs for the wrong
reason.” (p.199).

The theory of exploitation condemns a forced unreciprocated product
transfer and the maldistribution of assets is unjust because it creates the
conditions for the forced (rather than voluntary) transfer.
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The theory of exploitation condemns a forced unreciprocated product
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“The flow is unjust because it reflects an unjust division of resources
which is unjust because it tends to produce [enables or makes possible]

precisely such a flow." (ibid.)

Milano, November 2018 27 / 46

Roberto Veneziani (QMUL)



Exploitation

“Exploitation in Marx: what makes it unjust?”

“A transfer of product is unjust if and only if it occurs for the wrong
reason.” (p.199).

The theory of exploitation condemns a forced unreciprocated product
transfer and the maldistribution of assets is unjust because it creates the
conditions for the forced (rather than voluntary) transfer.

“The flow is unjust because it reflects an unjust division of resources
which is unjust because it tends to produce [enables or makes possible]
precisely such a flow." (ibid.)

“[T]he core generative injustice is forced unreciprocated transfer itself.”
(p.202)
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Exploitation

Defining exploitation

In general, agent A exploits agent B if and only if A takes unfair
advantage of B.

Therefore, power and distribution: "exploitation involves inequality on
both ends of exchange: inequality defining the context of the exchange ...
and inequality defining the outcome” (Warren 1997, p.63).
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Exploitation

Defining exploitation

In general, agent A exploits agent B if and only if A takes unfair
advantage of B.

Therefore, power and distribution: "exploitation involves inequality on
both ends of exchange: inequality defining the context of the exchange ...
and inequality defining the outcome” (Warren 1997, p.63).

The core generative injustice is forced unreciprocated transfer.

But transfer of what, and how is it measured exactly?
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Transfer of what?

The theory of exploitation as an unequal exchange (hereafter, UE) of
labour:

Exploitative relations are characterised by systematic differences between
the amount of labour that individuals ‘contribute’, in some relevant sense,
and the amount of labour they ‘receive’, in some relevant sense.
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Exploitation

Transfer of what?

The theory of exploitation as an unequal exchange (hereafter, UE) of
labour:

Exploitative relations are characterised by systematic differences between
the amount of labour that individuals ‘contribute’, in some relevant sense,
and the amount of labour they ‘receive’, in some relevant sense.

Several proposals in the literature: Morishima (1974, 1989), Roemer
(1982, 1988, 1992), Duménil (1980, 1982) and Foley (1982), Flaschel
(1983, 2010), and so on.

Roberto Veneziani (QMUL) Milano, November 2018 29 / 46



Exploitation

The ‘New Interpretation’

Different definitions have different positive and normative implication in
the analysis of capitalist economies.
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any agent v, let /¥ be the agent’s income and let A¥ be the labour spent
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Exploitation

The ‘New Interpretation’

Different definitions have different positive and normative implication in
the analysis of capitalist economies.

Let (p, w) be the price vector. Let | be the aggregate income generated in
the economy and let L be aggregate labour expended in production. For
any agent v, let /¥ be the agent’s income and let A¥ be the labour spent
by v. Finally, let 7 € [0, 1] be such that 7%/ = [": 7 is the share of
national income that accrues to agent v. Then:

New Interpretation, NI (Duménil 1980, 1984; Foley 1982, 1986) Let
(p, w) be the relevant price vector. Agent v is: exploited if and only if
N > 1VL; and an exploiter if and only if AV < 7¥L.
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Exploitation

Exploitation index 1

At any given allocation, let {A”, [V}, be the profile of labour spent by
every agent and the income received by them.

The first index is, for any v:

/\I/
IT-
Let A denote aggregate labour performed and let / denote aggregate
income. In the New Interpretation,

v

A
agent v is an exploiter if and only if <7
v A
n

A
agent v is exploited if and only if I >
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Exploitation index 2

Exploitation

sYNY
v

II/

Let be s¥ the skill of agent v. The second index is, for any v:
Letting sA = >~ s”A\", the exploitation partition would then be

agent v is an exploiter if and only if

v

sTA” _ sA
v !’
YAY - sA
/1/

T.

sA
<
agent v is exploited if and only if
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Exploitation

The data

In this analysis we use the Current Population Survey (CPS), 1980 — 2013.
In particular, we use the March CPS, which is conducted every March by
the Census Bureau in the U.S., having the information of the regular

monthly CPS survey, plus additional data on work experience, income, and
noncash benefits.
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Table 1: Fraction of exploited people by year

Mean
simple _mincer _manager] _manager2 _industryl _industry2

1980 064 053 052 050
1981 064 052 0.53 0.51 052 050
1982 064 053 0.54 0.51 052 0.50
1983 064 052 053 051 049
1984 0.65 0.53 0.51 0.49
1985 0.64 054 051 050
1986 0.65 0.54 0.51 0.50
1987 0.65 0.54 0.51 051
1988 0.64 051 0.51 051
1989 0.64 0.54 0.52 051
1990 0.64 054 0.52 052
1991 0.64 0.54 0.52 052
1992 0.65 0.53 0.51 051
1993 0.65 0.53 0.51 051
1994 0.64 0.53 0.51 051
1995 0.64 054 0.51

1996 0.67 0.58 0.55

1997 0.68 0.58 0.55

1998 0.68 0.58 0.56

1999 0.67 0.59 0.56

2000 0.67 0.54

2001 0.69 0.57

2002 0.68 057

2003 0.70 0.58

2004 0.69 057

2005 0.69 0.57

2006 0.69 057

2007 0.69 0.58

2008 0.68 057

2009 0.69 0.56

2010 0.68 0.56

2011 0.68 0.56

2012 0.70 0.56

2013 0.69 057

Total 0.67 054
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Table 2: Fraction of exploited people by race

Race/ethnicity Mean
simple mincer managerl manager2 industryl industry2
White 0.630989  0.545181  0.552150  0.532210  0.545878  0.533706
Black 0.757658  0.630211  0.641490  0.605538  0.623367  0.598238
Hispanic 0.807648  0.557164  0.574121  0.538921  0.553207  0.536230
Other 0.661105  0.592994  0.508282  0.571727  0.598404  0.570891
Total 0.667321  0.557307  0.565881  0.542111  0.556938  0.542110

Table 3: Fraction of exploited people by gender and capital income

Mean
simple mincer managerl manager2 industryl industry2

Female

0 0.57 0.45 0.46 0.44 0.45 0.48

1 0.77 0.67 0.68 0.65 0.68 0.61
Total 0.67 0.56 0.57 0.54 0.56 0.54

anykincome

0 0.81 0.59 0.61 0.57 0.59 0.57

1 0.54 0.53 0.53 0.51 0.53 0.52
Total 0.67 0.56 0.57 0.54 0.56 0.54
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Table 4: Probability of being exploited

Stmple Mincer Managerl Meanager2 Tndustry L Tndustry2
b b b b b b
anykincome (d) L180349%** .103563%%% L106681%*% 095696*** 112094%*%* .108004%%*
Sex1 (d) L189461 %% .201915%%% .202520% %% 19388TH** L2051 11%%* 200445
Black (d) .035970%** L066724% %% L066381%%* 056851%+% L065508%** 059142%%%
Hispanic (d) .064862%** L037505%%* L032672%F* .041076%** .033974%**
Other (d) L020678*** L015861%%% 008017*+* .016011%** .014048%**
HighSchool (d) —.1055TR*** L142267*** 139672%*+* L136175%%* .141357%%
SomeCollege (d) L186T66%** LOBGORS*** 081136%+% .109612%** 113147
College (d) 400921 *** .242212%%* 237208%** L271662%** L267T189%**
Advanced (d) 560094 *** 505 .25700: 287 .339616%** .346224%%*
ﬁl = =

Q>



Classes in Marx

Classes

workers.

Social classes are defined based on their relation to the means of

production: feudal lords and serfs; slaves and slave owners; capitalist and
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Classes in Marx

Social classes are defined based on their relation to the means of

production: feudal lords and serfs; slaves and slave owners; capitalist and
workers.

In all social formations, the basic division is between those who do the

work and those who live off the work of others (as they own the means of
production).

O = = P
Roberto Veneziani (QMUL) Marx Milano, November 2018 34 / 46




Classes

Classes in Marx

Social classes are defined based on their relation to the means of
production: feudal lords and serfs; slaves and slave owners; capitalist and
workers.

In all social formations, the basic division is between those who do the
work and those who live off the work of others (as they own the means of
production).

Under capitalism, there are two main classes, workers and capitalists. The
former have little but their own labour to sell, the latter are those who
have the wealth to buy the labour of others in one form or another
(though they may work too if this is what they wish).
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Who cares?

Classes

First, social classes are important to understand inequalities.
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Classes

Who cares?

First, social classes are important to understand inequalities.

Second, social classes define behaviour and are key to understanding

primary economic phenomena, including crisis and disequilibrium in the
form of distribution and employment cycles.
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Classes

Who cares?

First, social classes are important to understand inequalities.

Second, social classes define behaviour and are key to understanding
primary economic phenomena, including crisis and disequilibrium in the
form of distribution and employment cycles.

Let's begin from the end: conflict.

[m] = = =
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Class conflict

Classes

(Communist Manifesto, 1848).

“The history of all hitherto existing society is the history of class struggle”
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Class conflict

“The history of all hitherto existing society is the history of class struggle”
(Communist Manifesto, 1848).

The interests of different classes are diametrically opposed. Classes fight
over the distribution of income and over labour conditions.

Under capitalism, this fight is without a clear end: everyone needs to run in
order to stay still. Capitalists have to maximise profits in order to survive
competitive pressures and this implies innovating and accumulating.
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Classes

Class conflict

“The history of all hitherto existing society is the history of class struggle”
(Communist Manifesto, 1848).

The interests of different classes are diametrically opposed. Classes fight
over the distribution of income and over labour conditions.

Under capitalism, this fight is without a clear end: everyone needs to run in
order to stay still. Capitalists have to maximise profits in order to survive
competitive pressures and this implies innovating and accumulating.

They have to accumulate in order to exploit increasing returns to scale and
other size-related competitive advantages. Accumulation, however, implies
tighter labour market conditions which, in the long run, allow workers to
increase their wages.
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Classes

The industrial reserve army

technical change.

As wages increase, however, profits decrease. This implies a reduction in
(profit financed) investment and creates the incentive for labour-saving
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Both phenomena yield an increase in unemployment and the recreation of
the so-called “industrial reserve army of labour”.
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The industrial reserve army

As wages increase, however, profits decrease. This implies a reduction in
(profit financed) investment and creates the incentive for labour-saving
technical change.

Both phenomena yield an increase in unemployment and the recreation of
the so-called “industrial reserve army of labour”.

“The industrial reserve army, during the periods of stagnation and average
prosperity, weighs down the active army of workers; during the periods of
over-production and feverish activity, it puts a curb on their pretensions.

Roberto Veneziani (QMUL) Milano, November 2018 37 / 46



Classes

The industrial reserve army

As wages increase, however, profits decrease. This implies a reduction in
(profit financed) investment and creates the incentive for labour-saving
technical change.

Both phenomena yield an increase in unemployment and the recreation of
the so-called “industrial reserve army of labour”.

“The industrial reserve army, during the periods of stagnation and average
prosperity, weighs down the active army of workers; during the periods of
over-production and feverish activity, it puts a curb on their pretensions.
The relative surplus population is therefore the background against which
the law of demand and supply does its work” (Capital, volume I).
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Classes

The industrial reserve army and classes

This implies that,

m Capitalism, as part of its natural functioning, involves an employment
cycle. There is no tendency to equilibrium
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The industrial reserve army and classes

This implies that,
m Capitalism, as part of its natural functioning, involves an employment
cycle. There is no tendency to equilibrium

m At the very least in the short-run, there is little scope for
distributional changes in favour of labour, which in turn implies
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Classes

The industrial reserve army and classes

This implies that,
m Capitalism, as part of its natural functioning, involves an employment
cycle. There is no tendency to equilibrium

m At the very least in the short-run, there is little scope for
distributional changes in favour of labour, which in turn implies

m Cross-class mobility is rather limited (as wages cannot rise too much).
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Classes

Conflict and distribution

m Consider a very stylised account of class conflict over distributive
shares in the process of capitalist accumulation.
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Conflict and distribution

m Consider a very stylised account of class conflict over distributive
shares in the process of capitalist accumulation.

m Investment increases employment, which in turn increases the

bargaining strength of the working class, and increases the wage share
in value added.
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the working class. This recreates the profitability conditions necessary
for renewed accumulation, investment rises, and the cycle repeats.
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Conflict and distribution

m Consider a very stylised account of class conflict over distributive
shares in the process of capitalist accumulation.

m Investment increases employment, which in turn increases the
bargaining strength of the working class, and increases the wage share
in value added. The corresponding falling profit share reduces
investment, hence employment and hence the bargaining strength of
the working class. This recreates the profitability conditions necessary
for renewed accumulation, investment rises, and the cycle repeats.

m The model identifies the two key variables of the analysis, the wage
share and the employment rate, and it postulates a cyclical relation
between them.
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Classes

Profit squeeze cycles

m A scatter plot of the employment rate (on the vertical axis) against
the wage share (on the horizontal axis), with scatter points considered

sequentially in time, should generate a clockwise path if it is to
represent a profit squeeze mechanism.
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Profit squeeze cycles

m A scatter plot of the employment rate (on the vertical axis) against
the wage share (on the horizontal axis), with scatter points considered
sequentially in time, should generate a clockwise path if it is to
represent a profit squeeze mechanism.

m We use the UK as our case study. As a canonical example of a

liberal market economy, the UK should be an excellent test for the
theory.
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Classes

Profit squeeze cycles

m A scatter plot of the employment rate (on the vertical axis) against
the wage share (on the horizontal axis), with scatter points considered
sequentially in time, should generate a clockwise path if it is to
represent a profit squeeze mechanism.

m We use the UK as our case study. As a canonical example of a
liberal market economy, the UK should be an excellent test for the
theory.

m We consider the period 1892-2016.
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Classes . ..again

Classes

The previous analysis looks a bit like a UAV: conflict unfolds somewhat

‘unmanned”, between two abstract entities (the income shares).
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Classes

Classes ... again

The previous analysis looks a bit like a UAV: conflict unfolds somewhat
“unmanned”, between two abstract entities (the income shares).

Moreover the movement of income shares (functional income distribution)
tells us only a prima facie story about the personal income distribution.

If capital was equally distributed (and so was labour), then the previous
findings would not really be worrying. And there would be no classes in

the Marxian sense.

Is that so?
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TABLE 1

Distribution of income and wealth, 2009

Distribution of:
Household income* Net worth Net financial assets
All 100.1% 100.1% 100.0%
Top 1% 213 356 424
Next 9% 259 395 404
Bottom 90% 52.9 250 17.3

* Reflects 2007 data; 2009 update based on changes in asset prices between 2007 and 2009 using Federal Flow of Funds data
NOTE: Due to rounding, not all categories will sum to one hundred.
SOURCE: Wolff (2010).




Distribution of wealth by class, 1983-2009
100%

90%
80%
20% Top 1%
60%

50% Next 4%

Percentage of wealth held

10%

Bottom 80%

0%
1983 1986* 1989 1992 1995 1998 2001 2004
* Data for 1986 calculated by linear approximation

SOURCE: Author’s analysis of Wolff (2010).
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Distribution of stock market wealth by wealth class, 1989-2007

80% Top 1%
70%
60%
50%
40%
30%
20%

10%

Bottom 40% Middle 20%

0%
1989 1992 1995 1998 2001 2004 2007

SOURCE: Author’s analysis of Wolff (2010).




Classes

estimate around 0.04.

But surely things must have improved over the long run

“We find that the elasticity of descendants’ earnings with respect to

ancestors' earnings is positive and statistically significant, with a point

Roberto Veneziani (QMUL)

Milano, November 2018

42 / 46



Classes

But surely things must have improved over the long run ...

“We find that the elasticity of descendants’ earnings with respect to
ancestors' earnings is positive and statistically significant, with a point

estimate around 0.04.

Stated differently, being the descendants of the Bernardi family (at the
90th percentile of earnings distribution in 1427) instead of the Grasso
family (10th percentile of the same distribution) would entail a 5%
increase in earnings among current taxpayers.”

Milano, November 2018 42 /

Roberto Veneziani (QMUL)



Classes

But surely things must have improved over the long run ...

“We find that the elasticity of descendants’ earnings with respect to
ancestors' earnings is positive and statistically significant, with a point
estimate around 0.04.

Stated differently, being the descendants of the Bernardi family (at the
90th percentile of earnings distribution in 1427) instead of the Grasso
family (10th percentile of the same distribution) would entail a 5%
increase in earnings among current taxpayers.”

Barone and Mocetti, (2016) “Intergenerational mobility in the very long
run: Florence 1427-2011", Temi di Discussione 1060, Banca d’ltalia
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“Intergenerational wealth elasticity is significant and equals about 0.02,

though the magnitude of the implied effect is even larger: the 10th-90th
exercise entails more than a 10% difference in real wealth today.
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Maybe wealth?

“Intergenerational wealth elasticity is significant and equals about 0.02,
though the magnitude of the implied effect is even larger: the 10th-90th
exercise entails more than a 10% difference in real wealth today.

Looking for nonlinearities, we find some evidence of the existence of a
glass floor that protects the descendants of the upper class from falling
down the economic ladder.” Barone and Mocetti, (2016)
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Mr. Peel took with him from England to the Swan River district of
western Australia £50000 in cash and 3000 working-class men, women and
children. He overlooked only one thing: the need to keep his workers
separated from the means of production. Finding land freely available,
they abandoned their employer leaving him even without a servant.

The structure of proletarian unfreedom.
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Conclusions
What is alive and what is dead?

m The jury is still out.

m ‘Chapter and verse’ Marxism.

m It remains a classic and so a source of inspiration. Probably, it will
remain so for as long as capitalism will exist.
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indeed, herself)

“l assume, of course, a reader who is willing to learn
something new and therefore think for himself” (or,
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