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Will the Task Masters of the New Economy 
Please Stand Up! 
 
Li’anā M. Petranek 
 
 
Who is in charge of this New Economy? I ask this question since it seems that political 
parties and high-level politicians are claiming responsibility as the task masters of the 
economy. President Clinton proclaimed that the Republicans had run Americans into a 
ditch by 1992, and that “it was going to take some real thought” (Associated Press 2000c) 
to get us out. Clinton said he did everything he could “in seven and a half years to turn 
the country around” (ibid.). At the Democratic convention in Los Angeles in August 
2000, Clinton and the Democrats claimed the laurels for the longest period of prosperity 
in recent economic history (Walczak et al. 2000:42). In speeches in the two weeks after 
the Democratic convention, Democratic vice presidential candidate Joe Lieberman said 
that the Democrats had “created more than 22 million new jobs, the lowest inflation in a 
generation, the lowest African-American and Hispanic unemployment rate in history and 
the strongest economy in the 224-year history of the United States of America” (Broder 
2000).  
 In a Honolulu Weekly article, Governor Ben Cayetano expressed his interest in 
reinventing the government and economy. What was needed, he stated, was a 
“fundamental change in the way Hawaiʻi’s government thinks about itself and about 
economics” (Rees 2000:5).1 One of his first steps during his second term of office was to 
get the ball rolling on Executive Order 99-04 (civil service reforms). Through his 
appointed director of the Hawaiʻi Human Resources Development Office, former Senator 
Mike McCartney, Cayetano set out to modify what McCartney characterized as a 
“petrified and paralyzed Soviet empire” (ibid.). In a July 2000 chat with the editors and 
reporters of the Honolulu Advertiser (2000c), Cayetano confided that “basically, what 
I’m trying to do is accomplish as much as I can but create the momentum for the next 
governor to keep on going” (ibid.). The initiatives that he felt did something to “pump the 
economy” were cuts from 30% to 50% in workers’ compensation,2 civil service and 
collective bargaining “reforms,” tax credits for the film industry, and tax credits for the 
hotel industry.  
 There was numerous other pro-business legislation adopted by the 2000 Hawaiʻi 
State Legislature. Among them: 
 

• tax credits for the airline industry  
• regulatory “reform”  
• exemptions from general excise and public service company taxes for call centers 
• tax credits for qualified improvements for resort and hotel facilities  
• a capital access program to provide loan guarantees to financial institutions and to 

make loans to businesses and non-profit organizations  
• an amendment to the Hawaiʻi Revised Statutes (HRS) that authorizes the High 

Technology Development Corporation to issue special purpose revenue and 
special facility revenue bonds for technology companies and associated activities  
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• the New Economy omnibus bill. 
 
New Economy omnibus bill is a wholesale welfare package for businesses that provides 
an opportunity for high technology to sell at least 75% of their unused net operating loss 
carryover (but no more than $500,000) to another business taxpayer, who can cash in on 
this tax break. It also sets business investment tax credits at 10% to a maximum of 
$500,000 for the taxable year, and allows high technology firms to use credits against 
future income tax liability until December 31, 2005. The omnibus bill furthermore 
expands the income tax exclusion for royalties and other income from high technology 
and amends certain State Internal Revenue Code provisions to allow partnership investors 
flexibility in allocating high technology business investment tax credits amongst 
themselves (Hawaiʻi New Economy Project 2000b). “We have gone full-blast in trying to 
improve the telecommunications infrastructure,” says Cayetano (Honolulu Advertiser 
2000c). This statement resonates with others in the private and public sector who believe 
that Hawaiʻi’s economic future lies in the New Economy and that the collective mission 
of state policy is to change the framework of Hawaiʻi’s public policy “to accelerate rather 
than constrain the New Economy’s fruition” (Hawaiʻi New Economy Project 2000a). 
 As a counter note, it should be pointed out that besides disregarding and working 
against the interests of workers in this state with civil service reforms, workers’ 
compensation reforms, and collective bargaining reforms, the 2000 legislative session 
also failed to pass any minimum wage hike that could ameliorate the current state of 
poverty for many hard-working people employed by the same businesses that have been 
showered with these voluminous tax breaks, tax credits, loan guarantees, and grants. It 
seems as though the legislative session was more influenced and determined by the 
business community that claims it “can’t afford it” (Zimmerman 2000b:47) than by any 
concern for working people who really cannot afford it.3 Cayetano had backed a hike in 
the minimum wage (currently $5.25 an hour) to 50 cents an hour above the federal 
minimum wage (currently at $5.15). The house version of the bill would have increased 
the state minimum wage from $5.25 an hour to $5.75 effective January 1, 2003. The 
senate version would have increased the minimum to $5.50 on January 1, 2001, and to 
$5.75 the following year (Honolulu Advertiser 2000a,b). Neither of these insufficient 
minimum wage bill versions passed. California already has a minimum wage of $5.75, 
and Oregon has a minimum wage of $6.50 (Nordberg 2000). Both states have a lower 
cost of living than Hawaiʻi. A recent study (July 2000) by the American Friends Service 
Committee pointed out that in order to make it in this economy, a single mother with one 
infant living in Pālolo or Kaimukï on Oʻahu needs at least $15.21 as a minimum wage to 
meet her basic expenses. If she were living in Lihuʻe, Kauaʻi, she would need a minimum 
wage of $17.34, and if she were living in Kahului, Maui, she would need a minimum 
wage of $18.34 to meet basic expenses (American Friends Service Committee 
2000:Appendix III:1). This amounts to more than twice as much as the governor and 
legislature had even contemplated as a reasonable minimum wage for Hawaiʻi’s workers.  
 Despite the flagrantly pro-business posture that the governor and the Hawaiʻi 
2000 legislature has taken, the governor is still under fire by the business community, 
who claims he has not done enough.4 Cayetano responds to this criticism with a ready 
reply, “That’s the name of the game: whether it’s business or labor, same thing. Never 
satisfied” (Honolulu Advertiser 2000c:B4). Cayetano then points his finger to the “thing” 
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about the economy in today’s world, “[t]he thing about the economy in today’s world, 
even on the Mainland, is you have people falling by the wayside because they are not 
efficient enough. They are not creating their own markets when old markets have eroded 
or died” (ibid.).  
 
 
The Thing about the Economy 
 
It may be appropriate at this time to deviate and explore the “thing” about the economy 
that Cayetano is pointing to. There is a thing about this economy that goes beyond the 
valiant heroics of the great entrepreneurs whose praises Cayetano sings. There is a thing 
about the economy that also works outside of public policy and actors who make inflated 
claims about their influence. This thing drives ahead of the clever wheeling and dealing 
of even the most resourceful business entrepreneurs or politicians. That thing, of course, 
is the accumulation factor in the problematic dynamics of capital reproduction.  
 Although business revenues, employment, and profits have improved, and 
forecasters are becoming more hopeful for Hawaiʻi’s future (Pacific Business Index 
2000), the state is still recovering from its longest and worst economic slump since 
statehood. From the mid-1980s until 1990, Japanese investment and tourism fueled 
Hawaiʻi’s economic growth. In 1991, Hawaiʻi reeled when Japan’s economy (the 
dominant force in Hawaiʻi’s economy at that point in time) slowed and annual Japanese 
investment dropped from $2.3 billion in 1991 to $633 million in 1992. During 1996, 
Japanese visitor spending dropped from a peak of $4.1 billion to $3.5 billion (Hernandez 
2000:G1). It has taken Hawaiʻi almost a decade to recover from the economic 
dislocations triggered by the slowdown in Japan’s economy. Compounding this troubling 
dependency relationship that Hawaiʻi had with the Japanese economy, were the 
reverberations felt around the globe from the Asian economic crisis of 1997.  
 In order to understand the economic problems that confronted Hawaiʻi, one must 
realize that Hawaiʻi is not an autonomous entity, an economy unto itself. As the impact of 
Japan’s economic recession and the Asian economic crisis in 1997 reveal, Hawaiʻi is part 
and parcel of a complex, highly interrelated world of capital reproduction and exchange 
where economic setbacks by a major player in one country will inevitably leave its mark 
on others around the globe. As Hawaiʻi, an aspiring actor in the New Economy, attempts 
to carve out a niche for itself in the world of “globalization,”5 the ties it has to the rest of 
the world also lock in its relation to the vagaries of capital reproduction and exchange. 
State policy, its expression and its modus operandi, are concrete forms of logic that 
attempt to concur with the unity of a structure in dominance (the capitalist system). 
Hawaiʻi’s relationship to the rest of the global economy is an articulation of the 
differences and contradictions that are, in actuality, part of the essential structure of 
globalization. In order to understand how the mechanics of capital reproduction affect the 
economy in Hawaiʻi, it may be useful to have a deeper discussion about the “thing” in the 
economy that Governor Cayetano referred to above. 
 
 
Accumulation and the Entrepreneurs 
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Cayetano’s complaint that people are falling by the wayside because they are not efficient 
enough, that “[t]hey’re not creating their own markets when old markets have eroded or 
died” (Honolulu Advertiser 2000c:B4) speaks to a larger issue within the economy – the 
problematic of competition and survival under the rules of the economics of capitalism. 
With the development of technology and electronics, we have seen a restructuring of the 
capitalist world economy on a qualitatively new basis. Along with these technological 
developments, consolidation and centralization within the economy, downsizing and 
reengineering among the players within this economy, and the concomitant concessions 
and euphemistic “reforms” implemented in the public and private sector since the early 
1980s, have all done their job in creating a leaner, meaner, and more productive economy 
for the 21st century. This displacement and fusion along the lines of the new electronic 
technology and globalization have recrystallized the capitalist world economy into what 
people now refer to as the “New Economy.”  
 The New Economy is a term used to describe the basic structural transformation 
of the world economy over the last decade (Hawaiʻi New Economy Project 2000a). It is 
spoken of as an economy where the old rules no longer apply, and the new winners are 
those who can access information and change quickly and continuously to maintain their 
niche (‘Imi Loa 2000:24). The New Economy is knowledge- and idea-based, an economy 
where organizational forms are network-oriented rather than hierarchical and 
bureaucratic. The New Economy is also portrayed as an economy where uncertainty, risk, 
and change rule (McClain 2000).  
 The new technologies and globalization have made markets more dynamic and 
production and exchange more flexible and customized. However, the New Economy is 
still the same old capitalist economy, albeit with a qualitative change in competition, 
production, and exchange. This is important to point out; although qualitative changes 
have obviously occurred given our current level of development, the same old 
fundamental laws of capital reproduction rule. These structural constraints determine 
production, exchange, and competition, which point the economy in the direction of the 
business cycle, crisis, and the demise of those entrepreneurs who cannot keep up with the 
rules of the game.  
 
 
Capitalist Mode of Production 
 
The capitalist system is appropriately described as “a system based on a peculiar illogic, 
one which makes accumulation an end in itself” (Wallerstein et al. 1982:12). 
Accumulation is a “motor force” and a defining characteristic of capitalism (ibid.:9). It is 
predicated upon the expropriation of surplus value (roughly, profit). Profit (if it is not a 
speculated value as we now see on the stock market) is derived from the quotient of 
unpaid labor procured and privately appropriated by capitalists. Accumulation allows a 
capitalist to expand beyond simple reproduction. Capitalists realize accumulation by 
converting a major portion of surplus value into more capital for expansion. Capital 
expansion is necessary to keep up with or beat the competition. Accumulation, however, 
is not only dependent upon the extraction of surplus value. As pointed out above, it is 
also dependent upon consumption (the valorization process or the realization of profit).  
 As an economy, the capitalist system is a valorization process, meaning capitalists 



5 

must sell their products to realize a profit and maintain a place in the market. Herein lies 
the problematic of capitalist production. This “free enterprise” system compels all 
entrepreneurs to lower their cost of production to compete and sell their products. The 
cost of production is lowered by reducing or eliminating the cost of variable capital 
(labor) and developing the means of production (technology). These imperatives are 
carried out in an environment of competitors with the same pressures put upon them.  
  
 Within this environment of competition, there are built-in limitations to the 
process of renewal (Wallerstein et al. 1982:22). Fundamental recuperative mechanisms 
available to capitalists (commodification and geographical expansion) also have built-in 
limits (ibid.). Capitalists must operate in the field of commodification, where what 
neoclassical economists call “the free flow of factors of production” take place (ibid.:23). 
This means that in such an environment of production and exchange, the “law of value” 
(Marx 1967 I:38-39) rules.  
 The law of value is an illustration of how commodities exchange according to 
their value, their value being the amount of socially necessary abstract labor it takes to 
produce that commodity at that point in time (given the development of the forces and 
relations of production). The law of value is a law of motion for capitalist commodity 
production (Leontiev n.d.:76-77). It illustrates the dynamic equilibrium within a “closed” 
(supply and demand as an internal condition) system of capitalist production. These 
internal (law of value) and external (limitations that are geographic and hegemonic) 
structural constraints determine the survivability of all entrepreneurs within the market. 
They also push the economy in the direction of cyclical crisis, or what is commonly 
referred to as “the business cycle.”  
  Accumulation is determined by the expansion of the forces of production relative 
to labor power, which occurs on the basis of the law of value (Grossmann 1992:32,60-6l). 
For accumulation within a capitalist system to occur, capital must continue to secure a 
profit, even as the rate of surplus value diminishes, as constant and variable capital6 are 
valorized on the basis of the law of value and in accordance with the law of the 
progressive increase of constant capital in relation to variable capital. This is the “driving 
force” within a capitalist economy.  
  Accumulation, therefore, is an important dynamic in the tendency towards 
breakdown within the capitalist economy. In fact, according to Grossmann (1992:60-
6l,l28), capital accumulation “forms the decisive element in Marx’s theory of crises,” 
since the valorization of this expanded capital becomes progressively more difficult 
under the conditions of capital reproduction. 

 
Despite the periodic interruptions that repeatedly defuse the tendency towards 
breakdown, the mechanism as a whole tends relentlessly towards its final end with the 
general process of accumulation. As the accumulation of capital grows absolutely, the 
valorization of this expanded capital becomes progressively more difficult. Once these 
counter tendencies are themselves defused or simply cease to operate, the breakdown 
tendency gains the upper hand and asserts itself in the absolute form as the final crisis 
(Grossmann 1992:85).  

   
 
 
An Inclination toward Crisis 
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Soon after it came into existence in the 16th century, capitalism manifested cyclical crises 
(recessions, depressions, and stagnation). The contradictory interactions within the 
framework of capitalist production described above present critical tendencies, barriers, 
and the possibility of numerous sites of crisis (Laibman 1999-2000:482). As the editors 
of Monthly Review (March 1996 inside cover page) point out, “In the roughly two 
centuries since the U.S. economy began functioning according to the laws and principles 
of capitalism, recession and/or depressions have occurred at least every decade and often 
more frequently.”  
  Capitalism is prone to cyclical crises (the contradiction between production and 
consumption) especially so, when its economic imperative is supposedly a “free”7 
enterprise system with no external regulators except for demand. Cyclical crises occur 
when expansion within the capitalist system “cannot continue on the same basis” (Frank 
1984:209). These periodic episodes of crisis are structural contradictions on the path of 
accumulation. They express the “unavoidable need for periodic restructuring” within the 
capitalist system and are continuing resolutions of the real crisis within capitalism 
(Laibman 1999-2000:479-80). They can also be described as “a healing process of the 
system,” where equilibrium is reestablished, sometimes forcibly and with huge losses, but 
which nonetheless enables capital accumulation to resume and expand within certain 
limits (Grossmann 1992:84-85). Marx referred to these dislocations within capital as 
“crisis of purification” (in Grossmann op.cit.). 

As Grossmann (1992:61) points out, the capitalist process of production has a 
dual character. It is a labor process to produce commodities, and it is a valorization 
process to obtain profits. The difficulty of maintaining a profit within the contradictory 
dynamics of a capitalist economy is apparent in corporate strategies that move to ensure 
the reproduction of capital (accumulation). This was accomplished in the early 1980s in 
the private sector through concessions bargaining, downsizing, reengineering and 
restructuring, cross-utilization, outsourcing, and other labor compromises with capital. 
This trend continued into the 1990s. Even with the early 1990s recession, “officially 
over” in 1993, we still saw an increase in the workload of workers in the public and 
private sectors, a continuing two-tier wage system for many industries, more losses in 
worker benefits, the emergence of a contingent work force, and the relaxation of work 
rules negotiated by unions, governments, and companies. Only half of job openings today 
pay living wages (Los Angeles Times 1999), more full time workers are poor (Koretz 
2000b), and 64% of the jobs in Hawaiʻi pay “barely making it on your own” wages 
(American Friends Service Committee 2000:10).  
 The difficulties in maintaining a profit with capital dynamics at work are apparent 
in the Employee Stock Ownership Programs (ESOPs)8 which gained ground in the 1990s 
and were used primarily as accumulation ploys to procure an infusion of capital that 
would not ordinarily be available (by banks or outside investors) to companies with 
unstable profit histories or poor profit potential. They are also apparent in the 
monopolistic maneuvers of corporations like Microsoft, the mergers occurring within 
companies like AOL and Netscape, BankAmerica of San Francisco and NationsBank of 
Charlotte, North Carolina, Exxon and Mobil, MCI and WorldCom Inc., Honolulu 
Cellular and AT&T, and GTE Hawaiian Tel and Bell Atlantic into Verizon. Witness also 
the forces pushing for further deregulation and liberalization of the market at the local, 
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national, and international levels (where the European Union and single currency sparked 
a wave of mergers, restructuring, and acquisitions)9 in order to expand the hegemonic and 
geographic topography of markets.   
 Even with all of these structural adjustments in relation to the rate of surplus 
value, the capabilities of the electronics revolution in transforming this system into a 
“just-in-time” (inventory, hiring, and firing) economy and the machinations on the part of 
the ruling class to eliminate their corporate tax burden since the Reagan era, the 
competitive pressures within a new and globalized economy continue to compel 
capitalists to be ever more resourceful and vigilant in shoring up their surplus value and 
maintaining an edge in the New Economy of the 21st century. The productivity initiatives 
discussed above and the implementation of corporate strategies of system maintenance 
that played out in the consolidation and centralization of capital (mergers and 
acquisitions) continue to be temporary, stop-gap measures that are consistently 
challenged.  

The problematic inherent within capital reproduction described above is that 
critical pressures and tensions continually interact within the terrain of capitalist 
production in the workplace, the market, the technological environment, productivity of 
labor, and finance (Laibman 1999-2000:484-95). These critical tendencies and sites of 
crisis also occur on local, national, international and transnational, or supranational 
levels.10 Interaction between these various sites and levels of engagement also tests the 
capitalist system and constantly puts it in jeopardy. Laibman (ibid.:490) points out that 
the Achilles heel of capitalism11 “is its tendency to raise productivity and therefore make 
possible steady increase in the real wage rate.” However, this increasing productivity and 
(consequently) the imperative for a rise in the real wages of workers “are ultimately 
problematic for a system based on anarchic, irresponsible control over accumulation by 
private centers of power and wealth” (ibid.). An increase in the real wage rate is also 
problematic for a capitalist who has to lower the cost of production in order to maintain 
an edge over the competition. On the other hand, in the larger arena of capital circulation 
and exchange, the products that are produced must be consumed, so it is important to the 
capitalist system that workers be able to consume this rising productivity with an 
affordable wage. These counteracting tendencies (systemic contradictions) create 
tremendous pressure on the capitalist system and make it increasingly difficult for the 
system to stay ahead of itself as it develops into higher orders of competition.  
 The “bottlenecks of accumulation” (Wallerstein et al. 1982:21) have so far been 
overcome by the capitalist system through the creative displacement of crisis pressure. 
Crisis management has come in many forms, from the lowest (work site reforms to 
increase the productivity of labor, i.e. Taylorism) to the highest levels (supranational 
public policy engineering through transnational apparatuses such as the International 
Monetary Fund, the World Bank, the World Trade Organization, the European Union, the 
Group of 7 (G-7), and the Organization of Economic Cooperation and Development 
(OECD)). It also comes in the form of public policy at the national and local levels 
(managing interest rates and inflation, Keynesian economics, the Washington 
Consensus12 and its liberalization13 agenda, and government initiatives such as 
deregulation, privatization, regulatory reforms, and tax reforms). Crisis is further 
managed through the creation of new markets and the expansion of the geographic 
hegemony of markets (part of the impetus behind the dismantling of the Berlin Wall and 
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the economic forces moving for “democratizing” in the world of socialism). The 
transformation potential within capitalism has so far postponed the convergence of a 
general crisis. However, Grossmann (1992:32) asks an important question, “is a process 
of this sort possible in the long run?”    
 Markets are not only limited geographically. When people are displaced from the 
production process through the development of technology and a more efficient use of 
labor (through practices like downsizing, reengineering, and concessions), it handicaps 
and curtails their capabilities as “consumers.” An economy with many of its workers 
unemployed, underemployed, and contingent will have potential buyers limited in their 
ability to participate in the consumption of commodities that must not only be produced, 
but also consumed, for capitalists to reproduce themselves as capitalists as well as a 
capitalist economy.  
 Although they may appear as independent cycles, cyclical crises are the “form” 
through which the breakdown tendency within capital reproductive dynamics is 
contained, restrained, or interrupted from realizing itself completely (Grossmann 
1992:85). As such, these episodes of crises manifest themselves as constant periodic 
reassertions of a growing general tendency toward breakdown. This tendency of capitalist 
cyclical crisis (overproduction/valorization problem) since the early 1600s has been 
interrupted and constrained by various modifying and counteracting tendencies 
(government expenditures to stimulate demand, Keynesian economics, installment plans, 
extensions of credit,14 and what was discussed above as “crisis management”). However, 
it is this problematic valorization of accumulated capital, what Marx appropriately 
perceived to be a “decisive phenomenon that destroys the capitalist mechanism from the 
inside” (Grossmann 1992:60-6l,88), that some feel will inevitably lead to “the undoing of 
the capitalist system” (Wallerstein et al. 1982:24). 
 

“ ... but capitalist production begets, with the inexorability of a law of Nature, its own 
negation.” – Karl Marx (1967 I:763). 

 
 
 
Crisis Dynamics at Work 
  
From 1965 to 1980, net profits in the manufacturing sector of the US economy dropped 
from 25% to 12% (Harrison 1994:125-26).15 At the beginning of the 1970s, the US went 
into what is described as “the long downturn” (Brenner 1998:3).16 In an effort to reverse 
that trend, the US devalued its currency in 1971 (Nixon’s initiative to offset the balance 
of trade and undercut the US’s main economic rivals, Japan and Germany), and 
employers began a strategy to undercut the US working class. During the 1970s and 
1980s, employers unleashed an offensive to reduce wages and other costs. What is 
characterized as the economic boom of the 1990s is aptly described as predicated on “a 
repression of wages without precedent during the last century, and perhaps since the Civil 
War” (ibid.). During the period of stagflation in the early to mid 1970s, important 
structural adjustments were being implemented in the economy, starting with the 
deregulation of the airline and transportation industries. This was followed by the 
disempowering of the unions during the Reagan era (starting with PATCO).17 During the 
early 1980s, concessions bargaining (initially in the airline industry and then proliferating 
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throughout the business and industrial sector), became a ubiquitous company negotiating 
strategy which still continues. The new management practices introduced during the mid 
1980s (downsizing, streamlining, outsourcing, restructuring, and reengineering) were 
strategic maneuvers to lower the cost of production and make business and industry more 
efficient competitors in an age of globalization.  
 What we have witnessed since the early 1980s with regard to the economy in 
general is not only a rise in the rate of productivity and the rate of profit, but also a 
cheapening of the value of labor power. This situation is consistent with what Marx 
(1967 I:622) calls the “law of the progressive increase in constant capital, in proportion to 
the variable [wage labor]” and is but another illustration of the contradictory dynamics 
within capital reproduction which makes it ever more difficult for capitalism to sustain 
the producers of capital (workers), who are at the same time the buyers of their 
commodities (with diminished wages), when costs of production must be lowered in 
order to compete in a landscape that becomes ever more competitive.  
 Progressive accumulation enables the development of productive forces 
(technology and the present electronics revolution) but lessens the relative magnitude of 
variable capital. Therefore, there is a corresponding diminution of the variable part of 
capital in relation to constant capital (buildings, machinery, equipment, raw materials, 
fuel, and auxiliary material). Increased productivity due to the development of 
technology, concessions bargaining, and the restructuring and reengineering of the 
productive environment will have an inverse effect on the value of labor power in 
relationship to the mass of production. Therefore, although the value of labor power may 
rise absolutely, it does not rise in relative proportion to the production process. In fact, 
the value of labor power diminishes compared with the mass of production. As 
productive forces develop, the ratio of dead labor (machinery, technology, robotics, and 
electronics) in the organic composition of capital18 increases. This development, along 
with competition and the absolute general law of capital accumulation (the industrial 
reserve army and labor power at the disposal of the capitalist system), actually decreases 
the value of labor power.  
 This is clearly illustrated by economic figures provided by the US Bureau of 
Labor Statistics. Between 1977 and 1994, average hourly wages for workers in the US 
dropped from $15.40 to $13.39. Between 1979 and 1995, weekly earnings for the average 
worker dropped by $54.00 (from $438.00 to $384.00). Keep in mind that buying power is 
also less because inflation since 1973 has eroded the purchasing power of a dollar by 
nearly 20% (Voice of the ILWU 1996:4-5). In 1996, it was being reported that median 
household income had been flat for 20 years, and workers’ real weekly wages had 
dropped $23 since 1979 (Roberts 1996:44). Even though GDP growth was averaging 
about 2% between 1990 and 1998, the real compensation for the median worker was 
actually 3% lower in 1997 than in 1989 (Tyson 1998:22). According to a study done by 
economist Linda Barrington, since 1986, the US economy has expanded by 30%. 
However, the poverty rate for full-time workers has actually grown by 40%. This 
contrasts with the 1960s economic boom where the poverty rate for full-time workers 
actually plummeted 56% from 4.8% to 2.1% (Koretz 2000b).  
 Capital recuperation strategies discussed above, and public policy initiatives such 
as the 1971 and 1985 Plaza Accord currency devaluations, have somewhat succeeded in 
counteracting what was earlier described (Brenner 1998) as the “long downturn” in the 
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US economy. Since the early 1990s, business has been reaping the benefits of the 
structural adjustments implemented in the previous decade with higher productivity rates 
and record profits. Between 1992 and 1996, companies in the S&P 500 had increased 
their earnings by 20% in each of those four years (Gergen 1996). In the manufacturing 
sector of the US economy, where the work force declined by 15% between 1979 and 
1992, productivity increased by 35% (Rifkin 1995:8). Since 1990, non-farm productivity 
has risen by 2.2%. This is twice the rate of the past two decades (Farrell 1995:135).  
There are other salient examples of productivity growth in relation to the diminution of 
labor power: between 1985 and 1995, Chase Manhattan Bank’s assets grew by 38% 
while its work force shrank by 28%, and in the period 1994-1996, McDonnell Douglas 
and Boeing (the two largest aerospace manufacturers in the country) laid off 16% of their 
St. Louis work force while the company earned record profits of $l.2 billion in 1995.19 
The five-year growth rate in the US economy has doubled since 1995 to 2.8% per year 
(the best showing since the 1960s). Alan Greenspan, Federal Reserve Board chairman, 
attributes this growth to structural changes driven by advances in technology and its 
applications. However, in this five-year period, job growth only amounted to 1% (Cooper 
and Madigan 2000a). 
 US manufacturers are now l0-20% more productive than their German or 
Japanese competitors. The service sector of the US economy is now 30-50% more 
productive (Farrell 1995:136-37). However, although workers’ real wages have dropped 
since 1979 (Yates 1994:20), it is ironic as well as important to note that because of the 
development of productive technology between 1987 and 1995, the cost of labor has 
tripled relative to the cost of capital equipment (Rifkin 1995:6). There is an interesting 
dynamic at work here. Although the cost of labor relative to the cost of capital tripled, 
real wages actually declined and the value of labor power in relationship to the mass of 
production diminished even though its cost, relative to capital equipment, tripled.  
 This tendency will eventually have a negative effect on capitalists’ capacity for 
accumulation, given the inherent relationship (discussed earlier) that capitalists have with 
the producers of surplus value (who are also the consumers of the commodities being 
produced). 
 This decade of economic growth is being reported as the longest economic 
expansion on record (Cassidy 2000:33) and an economic miracle (Krugman 2000). 
Business Week reports that the economic expansion that began in March of 1991 raised 
the US GDP by more than a third, and that other countries are looking at America “with 
awe, envy, and sometimes, fear” (Miller et al. 2000:100). Although this period of 
economic expansion since 1991 may be longer than the period of economic expansion 
between 1961 and 1969, the average annual growth rate of productivity between 1991 
and 1995 was only 1.8% and between 1996 and 1999 it was 2.6% (ibid.). Henwood 
(1999:121) thus points out that to call this period of economic expansion a “boom” (see 
Business Week 2000) is “a bit of a stretch.” Actually, real GDP growth in the 1990s was 
the slowest of the last nine periods of expansion within the US economy, as Henwood 
reports it, “by a considerable margin.” Growth rates in this current “boom” period are 
about half the historical expansion averages (compared with growth spurts in the 1950s 
through the 1980s of rates of 8-10%). The GDP grew by more than 52% between 1961 
and 1969 compared to half that amount between 1991 and 1999 (McNally 1999b:136). 
Growth of productivity for the economy as a whole fell to its lowest level in US history 
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between 1973 and 1996. During that period, the growth of GDP per hour worked 
averaged 0.9% which was below half of the historic average for the previous century 
(Brenner 1998:3). Although there was some real wage growth between 1996 and 1999 (a 
reversal in the real wage decline that prevailed from 1973 through 1995), the longer view 
on this is that real wages have been declining for more than 20 years. Therefore, the 5.6% 
real wage growth in 1999 was actually a return to 1987’s real wage level “which itself 
was below 1967’s” (Henwood 1999:124). The rise in the organic composition of capital 
(due to the development of technology) is a qualitative increase in productivity, which in 
turn cheapens the value of labor power. This is the irony within capital reproductive 
dynamics – absolute poverty becomes the condition for absolute wealth (Peery 1993:42). 
This is seen in the rising poverty figures within the US economy – 12.8% of the US 
population in 1989, compared to 13.3% in 1997 (Henwood 1999:129). If we were to 
measure poverty relative to average incomes, the poverty rate would be at 20% for 1999 
(ibid.:133). This contrasts with the increases in net worth for the top 1% of US 
households which rose from 30.1% in 1992 to 34% in 1998 (Koretz 2000a).  
 Although 1997 was a banner year for the US economy, after the Asian economic 
crisis in 1997, manufacturing output growth slowed from a high of 7% to 2% for all of 
1998. Oil prices for 1999 were up to nearly $25 a barrel, twice what it was at the close of 
1998. The value of imported goods and services for most of 1999 was 30% greater than 
exports, widening the trade deficit between the US and its competitors (Cooper and 
Madigan 1999).20 Fixed investment by non-finance firms was lower in the 1990s than in 
any other modern decade. The “boom” in the US economy since the 1990s has been 
“consumption-intensive” expansion rather than “investment-driven” expansion 
(Henwood 1999:125-26). Since Americans are saving less and spending beyond their 
means,21 in order to fund investment, the US is importing huge amounts of foreign 
capital, which not only enlarges the record trade deficits within the US economy, but also 
puts the economy on shaky ground. If foreign investment wanes, or pulls out en masse, 
the value of the dollar would plummet (Cassidy 2000:34) and we could be looking at a 
financial crisis similar in scope to the Asian crisis of 1997. Those untenable financial 
practices precipitated the deepest recession in that region since the 1930s. Declining 
exports, declining business investment, and the fact that US households are spending 
more than their after-tax income making the US saving rate negative (which affects the 
availability of funds for further business investment since banks loan businesses the 
money that it gets from savers) are all indications that point in the direction of a recession 
(Moseley 1999:10-21).  
  
 
Public Policy and the Role of the State 
 
The information highlighted above reflects capital dynamics at work in the larger 
economy. They are important illustrations of the law of value (discussed earlier), the 
equalization of the general rate of profit through competition, and the law of the tendency 
of the rate of profit to fall (Marx 1967 III:173-99,211-60).22 These pressures manifest 
themselves in the arena of competition where the levels of engagement become more 
intensified, resulting in, among other things, mergers, acquisitions, price wars, the 
globalization of the economy, and the demise of capitalists who cannot keep up with the 
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competition. At the other end, they also illustrate how capital reproductive dynamics 
undermine the value of labor power as a commodity. This is manifest in the prices of 
commodities that have become more affordable (e.g. computers, electronics, airline 
tickets, household goods, and apparel). It is also manifest in the increase in poverty in the 
Hawaiʻi and US economies and in the expansion of the contingent labor force.  
 While Governor Cayetano and all capitalists in the economy may very well have 
to be wary of “the thing” about the economy (capital reproductive dynamics discussed at 
the beginning of this article), the task masters of public policy must also be aware of, and 
comply with, their relationship to that “thing.” Capitalism is a process that produces 
commodities. However, it is also a social relation of production and a social system based 
on the private appropriation of surplus value (profit). Capitalism depends on profit and 
endless accumulation for its survival. In its quest for profit, capitalism produces new and 
distinctive imperatives of expansion that operate on various levels. Every extension of its 
laws of motion changes its conditions of development thereafter, and every local context 
shapes these processes of change (Wood 1999:6-7).  

In this age of the New Economy, people sometimes think of global capitalism as 
something beyond their control, out there, out-of-reach, a huge economic mechanism 
with a life of its own, ubiquitously directing the economic life of its subjects with the 
absolute power that no ruler or head of state could even begin to approximate or imagine. 
Some people say that capitalism in the age of globalization is something beyond society’s 
control, beyond the state’s control, and even beyond national and international control. 
With over $25 trillion rocketing through the currency markets every day (Robinson and 
Harris 2000:24), the totality of a one capitalist world economy seems impervious to, and 
out of reach of, human intervention. This is so, however, if the capitalist system is seen 
only as an empty abstraction. True, the modern world system is a one capitalist world 
economy (Wallerstein 1989) and as Burbach and Robinson point out “[t]here is no longer 
anything external to the system of global capitalism” (1999:30). However, even if we are 
to take for our economic unit of analysis the globalized world system, we have to keep in 
mind that the capitalist system is a unified totality23 that can only exist in and through its 
effects. These effects manifest themselves universally and particularly. You cannot speak 
of the global economy without reference to its national and local constituent parts. To 
reference global economic processes is to reference “relations among national economies 
and states” (Wood 1999:10). The effects of capitalism are not only manifest and managed 
universally. They are also manifested and managed particularly in national public policy 
and through the initiatives of governors of states and their respective legislative bodies. 
These are the forms on the higher to lower levels through which the interests of capital 
accumulation are 
 secured.  
 Since capitalism is not only a method of production, but more importantly, it is a 
social system of production, capitalism cannot work without a “collective authority 
representing capital as a whole” (Amin 1995:13). As Aglietta poignantly points out, “to 
speak of reproduction is to show the processes which permit what exists to go on 
existing” (1979:12). As capitalists are divided by the changing forms of competition, they 
are compelled to seek unity, protection, and support within the framework of the state. 
This leads to economic and ideological practices of state intervention which show that the 
regulation of capital is “a social creation” (ibid.:19).  
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 As Aglietta describes it, a social system constitutes a morphology, “a space 
structured by relationships subject to the principles of qualitative difference and unequal 
influence.” Such a space will also develop reproducing “a basic invariant element” that is 
a determinant relationship which assures the system “its integrity and cohesion” (ibid.). 
The antagonisms of the wage relation and the competition between capitals cannot simply 
be regulated by the laws of exchange. An organization of the capitalist class, the 
development of its structural forms in the state, and the supranational apparatuses that 
have come into existence with the globalization of capital “are indispensable for the 
expanded reproduction of capital” (1979:22).  
 Rather than erasing national boundaries, capitalism spreads by reproducing its 
national organization in national economies and nation-states (Wood 1999:1-12). States 
have always been central to class development. In the age of globalization, they have 
been indispensable to the development of the transnational bourgeoisie who use national 
state apparatuses “to create the conditions for global capital accumulation” (Burbach and 
Robinson 1999:29-35). The social and political expression of the economics of capitalism 
are represented in state practices that negotiate the rules and spaces of competition. Under 
the charade of “laissez faire”24 and “liberalization”25 vested capitalist interests employ 
government intervention to set the mechanisms of security, codify the rules, secure 
markets, and facilitate the free flow of capital. It is for this reason that some view the role 
of the state as even more important (as facilitator of transnational industrial and finance 
capital) in the age of globalization. The very existence of multinational firms would be 
impossible “without a system of states maintaining stable relations of unequal influence,” 
it “provides the structural conditions thanks to which the logic of accumulation of the 
transnational firms produces the economic effect that are now so well known” (Aglietta 
1979:32). Aglietta was discussing the role of the state in these terms in 1976, years before 
the economy was spoken of in terms of “globalization,” but his perception still rings true. 
Especially in this day and age (the Clinton Aviation Initiative in 1993, GATT, NAFTA 
and the multilateral agreements being negotiated among competing blocks of capitalist 
interests), industrial and finance capital would not be able to carry out their enterprises 
without the intervention and facilitation of state power. In the age of globalization, the 
state has been the principal restructuring agent in the economy. The level of integration 
we see on the global level has made the state “more important to capital than ever” 
(Wood 1997:15). Rather than displacing the nation state, the new multinational 
institutions that emerged in the age of globalization have assigned new roles to the nation 
states and given them new instruments and powers (Wood 1999:8-9).  
 
 
Crisis Management 
 
As discussed earlier, the glitches within capital reproductive dynamics that point the 
system in the direction of crisis are a consequence of inherent and systematic processes 
rooted in capitalism’s basic laws of motion. The fact that the capitalist system is 
integrated on a global level also means that economic crisis in any one nation/state will 
have far reaching repercussions.  

It was only in October 1998 at the annual assemblage of world finance ministers 
for the International Monetary Fund (IMF), that it was reported that the risks have 
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escalated for a “deeper, wider and more prolonged downturn within the global economy” 
(Greenwald 1998:47). Coming off the heels of the Asian crisis which began in October 
1997, the economic downturn seemed more ominous in scope than the economic 
slowdown in July 1990, or the past recessions of 1981, 1973, or 1969. It was discussed 
and reported as “the gravest challenge to global capitalism since the Great Depression” 
(ibid.), and even people like George Soros26 (1998a) were jumping into the arena in an 
effort to save the ailing behemoth.  
 At that point in time, mainstream media tossed around the possibilities of a 
“crash” in 1999 (Samuelson 1998b:26). It was widely recognized that the financial crisis 
in October 1998 was not only an Asian crisis, a Japanese crisis, a Russian crisis, or a 
Brazilian or Latin American crisis. People were even speaking in terms of a “world 
meltdown” (Samuelson 1998a:38; Soros 1998b). 
 It is interesting to see how this global financial crisis was being interpreted by the 
free enterprise champions and the mainstream media. As the story went, the crisis was 
initiated with some “little noticed rumblings in a distant corner of the globe” (Samuelson 
1998b:27). When Thailand devalued their currency in July 1997, its neighbors soon 
caught the “Asian flu,” devaluing their currencies as well and prompting investors to pull 
out their capital en masse. This caused even the hardiest of Asian economies (like Japan) 
to fall back into further recession. The situation reverberated in the US, with the Dow 
taking its biggest one-day point plunge in history on October 27, 1997. The Dow 
recovered, but in August 1998, Russia, heavily indebted to the US, also devalued its 
currency and defaulted on its loans from the Long-Term Capital Markets Hedge Fund. In 
September 1998, in an attempt to prevent a global financial collapse, the US federal 
government stepped in to rescue the fund.  
 Meanwhile, since June 1997, countries around the world had been devaluing their 
currencies in an effort to keep their exports competitive. In October 1998, Thailand’s 
baht was down 52.5%, Malaysia’s ringgit down 50.5%, the Japanese yen down 17.7%, 
Russia’s ruble down 194.7%, Canada’s dollar down 12.5%, Mexico’s peso down 29.5%, 
Brazil’s real down 9.9%, and the list goes on (Greenwald 1998:47).  
 In response to a declining global market and a slowing US economy, the federal 
government cut interest rates, but not enough. In October 1998, the Dow dropped 17% 
from its mid-July 1998 peak. In the meantime, grain was being stockpiled in Washington 
State since its Asian market had evaporated. Ford, General Motors, and other US 
companies were also encountering the debilitating effects of a declining global market. 
With Brazil on the verge of collapse with its $28 billion in loans from US banks (four 
times more than what was lent to Russia) and with 2,000 US companies with investments 
in that country, the prospects of global financial stability were precarious indeed.  
 According to Soros, “[u]ntil the Thai crisis in 1997, the center was both sucking 
and pumping out money vigorously” (Soros 1998b:78). It seemed as though everyone we 
heard about was pointing and wagging his/her finger at  
the “Asian crisis.” If it was interesting to see how the global economic crisis was being 
interpreted, it was even more intriguing to see how the free enterprise ghost busters 
attempted to resolve a crisis that rocked the foundations of capitalism at its core.  
 To carry out the capitalist rescue mission operation, the “free” world championed 
its IMF. Bailouts in the billions of dollars were on its monetary agenda and, with it, the 
austerity plans to procure its payback. President Clinton was speaking of a New Global 
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Financial Architecture that preserves the free flow of capital and reduces the volatility of 
world finance. This would entail providing speedier loans to countries in financial crisis 
and a more honest and transparent public record-keeping by governments so that 
investors would know where to put their money (Greenwald 1998:47). At the other end 
of the spectrum was Malaysia’s head of state, Mahathir Mohamad, who, in an attempt to 
provide some relief for his country, shut Malaysia off from international capital markets 
and implemented a ban on all currency trading. Naturally, these events created tension 
between forces dependent upon the financial openness and free flow of capital 
(liberalization) touted by capital interests à la the Clinton administration’s new global 
financial architecture, and the defensive protectionist postures and currency controls that 
countries such as Malaysia would assume in an effort to salvage their devastated 
economies.  
 The IMF and the World Bank were also at odds on how to cure the “Asian flu.” 
The World Bank’s annual study for 1998 suggested that the IMF put too much emphasis 
on hiking interest rates and not enough attention on unemployment and the other costs of 
fiscal austerity. It suggested that IMF policy tended to destabilize domestic situations in 
those countries even further and scared off investors even more (Wildavsky 1998:43).  
 The above sentiments were also echoed by some of the more “enlightened” 
champions of the free enterprise system (such as billionaire George Soros). In his 
testimony to the US congress and in his book, The Crisis of Global Capitalism (1998a), 
Soros criticized the role of the financial markets that in his opinion, behaved more like a 
wrecking ball than a pendulum “swinging from country to country, knocking over the 
weaker ones” (Soros 1998b:80). Soros seemed to believe that it was the international 
financial system that was “the main culprit in the meltdown process” (op.cit.:82). He 
contrasted the policies of the IMF in relationship to the periphery (countries outside of 
the core or center of capitalism) with the sober response of the Federal Reserve that 
lowered interest rates in an attempt to ward off economic instability in the US. 
 Soros points out that there is an urgent need to “rethink and reform the global 
capitalist system,” and that the capitalist system “is certainly endangered” by global 
crisis. He and many other earnest capitalists are afraid that the political developments 
triggered by a crisis such as the “Asian flu” could “eventually sweep away the global 
capitalist system itself” (1998b:80).  
 These proposed solutions to the crisis of global capitalism are bolder, broader, and 
more comprehensive than the picayune solutions that policymakers like Clinton or 
Cayetano could implement. Soros points out that the global capitalist system is a 
“distorted form of open society” (Soros 1998a:223), a state of affairs with no regime or 
“global political system” that corresponds to the global capitalist system, and no 
consensus that a global political system is necessary and possible (ibid.:217). He flat out 
proclaims, “what is lacking is the rule of international law” (ibid.:225); “crisis prevention 
requires some degree of external interference” (ibid.:223). Soros calls for “a change of 
mentality” from our laissez-faire traditions. What we need, he says, is a “global society to 
support our global economy” (Soros 1998b:84). He does not advocate the abolishment of 
states, but maintains that the sovereignty of states should be subordinated to international 
institutions and international law: “Financial markets are inherently unstable; they need 
supervision and regulation” (ibid.). To maintain and stabilize the global capitalist system, 
he advocates international public policy that: (1) implements market discipline and 
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stability through the regulation of the global financial markets; (2) creates a regulated 
international central bank; and (3) puts together a vehicle that can pump liquidity into the 
periphery and arrest the reverse flow of capital, i.e., a more generous, benevolent, and 
responsive international welfare system for capitalists than the IMF (such as his proposal 
for an “International Credit Insurance Corporation” or some similar welfare system for 
capitalists in dire straits).  
 The gist of what was proposed as methodology to “solve” the international 
economic crisis in 1997 was pretty much summarized in a “Special Report” run by Time 
magazine in September 1998 (Gwynne 1998). The proposed solutions are noteworthy, 
since the methodology of managing capitalist economic crisis seems universal. In defense 
of capital accumulation and in the interest of the capitalist class, this sort of public policy 
is promoted as an approach to “solving” the inherent contradictions within capitalism. It 
is seen (in one way or another) in the international institutions that manage capitalist 
interests and in the Clinton and Cayetano public policy initiatives discussed earlier. As 
summarized below, they comprise a series of stop-gap measures and reforms that are 
being promoted on the international, national and local levels (Gwynne 1998). 

 1. Accelerate labor “reforms” to permit easier hiring and firing of workers. 
2. Equalize tax rates so that the very rich can pay as little as the very poor. 
3. Give more tax cuts to the very rich to “stimulate growth.”  
4. Restructure banks and companies. 
5. Lower interest rates to relieve the pressure on banks and to encourage 

and enable consumers to become more indebted. 
6. Improve job skills. 

 7. Use taxes to revitalize banks instead of providing for human welfare 
measures thus enabling these banks to issue even more credit to the millions of 
consumers who are going bankrupt.27  
 8. Promote domestic stability by expanding the police force and building 
more prisons. 
 9. Privatize government services and government owned companies to 
“free” resources and “increase productivity” (translated: to break the backs of the 
unionized government workers who are making and getting more than the workers 
in the private sector of the economy). 
  10. Overhaul Social Security so that the stock market, among other things, 
can ravish this new source of revenue. 
  11. Cut government spending to lower government deficits. 
  12. Have the central bank maintain a tight monetary policy to support a 
country’s currency. 
  13. Stop the crooks. 
  14. Collect back taxes. 
  15. Stay committed to free and open markets. 
  16. Keep devaluing currency to keep exports competitive. 
  17. Foreign countries should end their currency peg to the dollar. 
  18. Promote a level playing field in the economy. 
  19. Implement austerity plans. 
  20. Change your leadership and try being more optimistic. 
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Don’t Worry, Be Happy, Be a Revolutionary 
 
The specter of economic catastrophe hovers menacingly amidst the up and down 
dalliances of the US stock market. When a key economic report showed rising inflation 
in April 2000, it sent the stock market into a tailspin and the blue-chip index plunged by 
363 points (Associated Press 2000a). Already in the fourth quarter of 2000, economic 
indicators are pointing to a slowdown (Cooper and Madigan 2000b), and economists are 
expressing concern about the potential rise in oil prices to $35 a barrel (CNN 2000). At 
$34 a barrel (9/10/00), oil was near its highest level since the eve of the Persian Gulf War 
in 1990, sparking fears of rising inflation and slow growth (Coy et al. 2000:38-41). Along 
with the “Boom Special Report” that Business Week came out with in February of 2000 
was a feature article by Michael J. Mandel enumerating the danger signals that can turn 
the boom into a bust: unbalanced growth between the technology sector and the rest of 
the economy, rising household debt, increased reliance on a contingent work force, an 
over-valued stock market, soaring margin debt, and a bulging trade deficit. Mandel points 
out that economists see “alarming parallels” between the boom in the late 1920s (ending 
in the Great Depression) and today’s economy (Mandel 2000).  
 Can Soros’ solutions, or any of the stop-gap problem-solving measures being 
thrown around by President Clinton or Governor Cayetano, really resolve the inherent 
contradictions within capitalism that manifest themselves on the local, national, and 
international levels? As discussed earlier, the fundamental problem of the capitalist 
economy is relatively expressed in basic contradictions that are systemic. Even though 
the rate of surplus value (which makes possible the reproduction of capital, as well as 
accumulation) increased with concessions bargaining, downsizing, and reengineering,28 
companies are still going bankrupt, more workers are contingently employed, the rate of 
poverty within the economy is creeping upwards, and capitalists locally, nationally, and 
internationally are compelled in the direction of consolidation and centralization (mergers 
and acquisitions) in order to compete at higher levels in a globalized economy. 
 These contradictions go beyond the optimism or pessimism of investors, the 
reluctance or erroneous policies of the IMF and other supranational institutions, or the 
failure of international governments to provide capital insurance policies when 
investment calamities strike (one of Soros’ proffered solutions). They also go beyond the 
shortcomings of local and national public policies in supervising or regulating capital, 
liberalizing the world economy, and providing capital accumulation opportunities, tax 
credits, and tax holidays (as we see with Cayetano’s 2000 New Economy Package, the 
Washington Consensus, and the Clinton economic initiatives).  

A major contradiction within capitalism is that it compels the systematic deletion 
of a necessary and vital component of capitalism. That vital component is wage labor. 
This may sound like a curious statement to make, given the potential scenario for a labor-
less society with the New Economy. However, it is wage labor that defines capitalism, 
since wages are the currency that circulates this economy: “It is this sort of exchange 
between capital and labour upon which capitalistic production, or the wages system, is 
founded, and which must constantly result in reproducing the working man as a working 
man and the capitalist as a capitalist” (Marx and Engels 1970:212). Wage labor circulates 
and rationalizes the reproduction of capital. But it must also be devalued and eliminated 
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in order for capitalists to reproduce their capitalist system. This suicidal compulsion is the 
undoing of capitalist relations of production.  
 As the forces of production took a qualitative leap forward in the “crystallization 
of the world system” (Wallerstein et al. 1982:235), we should also have been 
contemplating a “change of mentality” that goes beyond the “revolutionary” capitalist 
reforms (the old socialism for capitalists only, more appropriately known as fascism) that 
“free” enterprise champions like George Soros are promoting. Instead of public policy 
that consistently comes up with tired, uncreative solutions that amount to welfare 
packages for big and small business, we should set out to do as Clinton said a few years 
back. That is, to “reform welfare as we know it.”  
 That means we have to challenge the property relations and government policy 
that limit and confine the distribution of prosperity. We should interrogate the private 
appropriation of socially produced wealth, and get to work implementing a vision of 
society that coincides with the distribution capabilities of a highly developed, 
supranational mode of production. So don’t worry, be happy. But most of all, be a 
revolutionary, so you too will be able to partake in the gift of historical materialism.  
 
 

Notes 
 
1. Some important points that Rees brings out in this article are that this downsizing and reengineering 

mission that Governor Cayetano is hell-bent on pursuing has not really studied what the backlash of 
such public policy reforms would be for a Keynesian-based economy like Hawaiʻi’s (federal spending 
per person in Hawaiʻi is $155, compared to $19 per person on a national basis). Also, Cayetano, 
although quick to use the government to initiate reforms, has not really considered how the 
government would use funds saved by downsizing and the reduction of worker benefits. Rees points 
out that Cayetano has not presented a vision of what government should be as an instrument of fairness 
and justice (Rees 2000).  

  
2. On that note, Cayetano relays a story about Tim Moore, a “good guy” and a “staunch Republican” who 

told him that his workers’ compensation was cut from $90,000 to $30,000. Cayetano notes, “[t]hat’s 
$60,000 being put into the economy” (Honolulu Advertiser 2000c). This is the same line of reasoning 
put out by the Bush campaign and the Republicans whose latest effort at tax “reform” (repealing the 
inheritance tax and reducing the taxes for working seniors who make more than $34,000 as a single 
taxpayer, or more than $44,000 as a couple) was vetoed by Clinton (Los Angeles Times 2000). 
Knowing the psychology and agenda of the Republican camp and the legacy of the Reagan era (with 
its “voodoo” economics and trickle-down rationalizations for the restructuring of the tax system in the 
interest of big business and the wealthy), we expect these sorts of policy statements coming from the 
right. The Democrats claim to represent the interests of the working man and woman. In practice, 
however, the public policy and reforms promulgated by both parties have leaned heavily in the 
direction of business at the expense of the working class. This is obviously so, both on the local and 
national levels.  

 
3. The business community was aided and abetted in killing this meager increase in the minimum wage 

by the efforts of two Democrats in the legislature – Representatives Bob Herkes and Senator Lorraine 
Inouye, who proudly shared their stories of triumph as champions of business with reporter, Malia 
Zimmerman in the Pacific Business News (Zimmerman 2000b).  

  
4. Small business advocates were also disappointed with the outcome of the Hawaiʻi 2000 legislature, 

claiming that “virtually none” of their key concerns (identified in Pacific Business News’ legislative 
preview) were addressed (Zimmerman 2000a:1). 
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5. Globalization is a term utilized to describe the international integration of money, technology, labor, 
and ideas (Griffin 2000:B4). It is also described as an “epochal shift” in the world capitalist system 
(Burbach and Robinson 1999) that redefines the relationship between production and territoriality, 
nation-states, economic institutions, and social structures (Robinson and Harris 2000:16-17). 
Globalization decentralizes and fragments the production process. It is redefining the accumulation of 
capital and the integration of national productive structures on a supranational level. It is also 
redefining the ruling class in terms of what is referred to as a “transnational capitalist class” (ibid.). 

 
6. Constant capital is the value of material inputs transferred to the product, including depreciation of 

equipment, while variable capital is the value of labor power which is paid to the worker in the form of 
wages (Sweezy 1981a:50). 

 
7. This perception is a terrific misnomer since, as Wallerstein points out, it is absolutely “central” to the 

functioning of the capitalist world economy that only a “partial” realization of the free flow of capital 
and the factors of production, “the partial realization of the law of value” (tariffs and the GATT 
(General Agreement on Tariffs and Trade) and domestic antitrust and antimonopoly regulation), is 
implemented to protect the economic hegemony of commodity production among individual capitalists 
and states. Ironically, the nature of capitalist production pushes toward the fuller realization of this end 
(deregulation, the liberalization of the market, and the consolidation and centralization of capital – 
global partnerships, the North American Free Trade Agreement (NAFTA), mergers, leveraged buyouts 
and acquisitions). It is this tendency or, as Wallerstein describes it, this “success” that is “the undoing 
of the capitalist system” (Wallerstein et al. 1982:24). 

 
8. ESOPs attempt to delude employees into thinking that they “own” their company. In reality, employee 

ownership in companies rarely amounts to any decisive or controlling share, and in those situations 
where a controlling share was achieved (as in the case of the United Airline’s ESOP), it was done at a 
huge cost in the form of concessions that also limited employee “owners” in the jurisdiction of 
decision making. ESOPs were introduced to the work site as a means of duping and motivating 
workers to produce willingly and gladly more surplus value for the capitalists. Other productivity 
incentives and accumulation ploys being used by capitalists are “stock options” (since PepsiCo Inc. 
pioneered this strategy in 1989, more than 2,000 companies have followed suit) and “rights offering.” 
For example, in August of 1996, Hawaiian Airlines Inc. announced a “rights offering to its employee 
and other shareholders as a tactic to procure an estimated minimum of $25 million.” This capital would 
not ordinarily be available to a company with a bankruptcy history such as Hawaiian Airlines’.  

  
9. See a Special Report in Business Week (Fairlamb and Edmondson 2000) for more on the consolidation 

and centralization happening in Europe with the emergence of the New Economy and the pressures 
brought to bear with this higher level of competition.  

  
10. The process of production and the circuit of capital that extend trade and finance across national 

borders is described as “international.” The globalization of the production process that liberates 
capital from spatial barriers and acts as a unifying trend in the development of world capitalism is 
viewed as “transnational” or “supranational” (Robinson and Harris 2000:16-18).  

 
11. Although I appreciate Laibman’s presentation of the taxonomy of crisis within capitalism (Laibman 

1999-2000), I submit that the real Achilles heel of capitalism is in the labor theory of value (see 
discussion in Petranek 2000:50-77). Laibman’s analysis of crisis within capitalism provides a 
multidimensional picture of five sites that he sees as critical to the accumulation process (workplace, 
central or production, consumption, technology, and finance). He shows the relationship and 
interaction between these sites and the likely solutions that are employed (by capitalists and/or the 
state) when encountering ultimate barriers at certain sites. These barriers lead to a variety of crises 
(incentive, legitimation, financial, demand/stagnation). His presentation illustrates how the ultimate 
determinacy of capitalist contradiction is reinforced in a combination of variety and contingency in 
actual accumulation experiences that act in concert “with the systematicity and determinacy of the 
general process of accumulation” (Laibman 1999-2000:498). 
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12. The Washington Consensus is a political ideology guiding US government policy that acts in the 
interest of the US finance and corporate capital. It articulates a global economic and political 
restructuring program that is centered around market liberalization (Robinson and Harris 2000:28-29). 

 
13. As with “deregulation” in the late 1970s, “liberalization” is a policy imperative that became a rallying 

call in the late 1980s and early 1990s, since existing government protection and regulation in the 
global economy was a hindrance to the free flow and penetration of transnational capitalist interests.  

  
14. According to Federal Reserve figures, in the first quarter of 2000, Americans owed their creditors 

$1.43 trillion. This amounts to more than $5,200 for every man, woman and child in the US 
(Associated Press 2000b). Between 1970 and 1998, credit card use jumped by 40%. By 1998, nearly 
three-fourths of American families had one or more credit cards (Associated Press 2000d).  

 
15. In all sectors of the G-7 economies (US, United Kingdom, France, Japan, Canada, Germany, and Italy) 

net profits dropped from 17% to 11% between 1965 and 1980 (Harrison 1994:125-26).  
  
16. Although Brenner’s analysis (1998) of the US economy is an important contribution to understanding 

the long downturn within the US economy since 1970, it is equally important to point out that 
Brenner’s presentation is premised on the limitations on competition, or what some critics on the left 
refer to as a “horizontal” analysis of capitalism (see, for instance, Foster 1999; McNally 1999). Foster 
states that it “is tempting perhaps to attribute all the problems of capitalism to excessive competition,” 
yet, “the short answer to this is that competition is not the essence of capitalism but merely the means 
by which the basic laws of capitalism, generated within production, are executed. To focus on 
competition or over-competition as the problem is then to miss the essential point – the accumulation 
of capital” (1999:28-30). McNally also provides a useful criticism of Brenner: “Competition-centered 
theories thus elide the questions of wage-labor, exploitation, fixed capital, and so on. That’s why Marx 
introduces competition into his analysis only after he has derived basic laws of motion from capital in 
general. This enables him to foreground the capital/wage-relation and the dynamics that flow from it 
before turning to competition between capitals” (1999a:43). The “vertical” analysis that we see coming 
from such Marxist theorists as Sweezy (1970,1981a,b), Baran and Sweezy (1966), Foster (1986,1999), 
Foster and Szlajfer (1984), McNally (1999a,b), Braverman (1974) and Magdoff and Sweezy (1987) 
stresses the relationship between capital and labor and focuses on production, the rate of exploitation, 
and class struggle. Foster (1999:36) further points out that the essential nature of capitalism is to be 
understood by analyzing the relations of capital and labor within production, the place where the law 
of value of capitalism arose (the self-regulating mechanisms of the system itself, as described by 
Sweezy; 1981a:32), and not by focusing on competition at the level of the market.  

 
17. PATCO, Professional Air Traffic Controllers Organization was the air traffic controllers’ union. 
 
18. The organic composition of capital is the ratio of constant capital to variable capital (Sweezy 

1981a:50), see also note 6, above.  
 
19. Another example of downsizing for profit increases in the aerospace industry is illustrated in what 

happened at Lockheed Martin, the fourth largest aerospace manufacturer in the country. In April 1996, 
machinists at Lockheed Martin went out on strike over the problem of outsourcing (subcontracting 
work to cheaper workers). Their resistance was able to save 67 custodial jobs at the Georgia plant that 
the company intended to outsource. Unfortunately, however, the language in their contract agreement 
failed to address future outsourcing contingencies. In just eleven days after the ratification of their 
contract, Lockheed announced that they were laying off l,200 to l,500 workers in that plant (Butzbaugh 
1996:2). This, at a time when Lockheed Martin was claiming profits of over one billion in the Business 
Week Global 1000 for the fiscal year 1995 (ibid.).  

 
20. The US trade deficit hit a record $25.2 billion in July of 1999 (Los Angeles Times 1999:A5). 
 
21. From 1992 to 1998, credit card issuers raised the ceiling from $770 billion to $2.5 trillion for potential 

borrowings (Coy 1999). In 1999, margin debt for American households rose by 62% (nearly $90 
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billion), and mortgage debt equaled 43% of the value of owner-occupied housing compared with 30% 
in 1985 (Mandel 2000:122). US households consumed 108% of their after-tax income between 1991 
and 1998 compared to 90% in earlier periods of expansion (Henwood 1999:126). As Henwood points 
out, this all means that “the US economy is powered by people regularly living beyond their means” 
(ibid.). 

 
22. It is important not to confuse the falling rate of profit with the decline in the amount of profit. As 

pointed out by Marx with regard to this law, although the rate of profit may have a tendency to fall, 
there still may be absolute increases in the number of laborers employed and the mass of profit 
produced (Sweezy 1981a:46-54).  

 
23. When speaking of a “totality,” I am not thinking of it as a Hegelian or accepting it as an Essentialist 

(i.e. as something given or immutable). I think we have to look at this notion of totality as “developing 
activity” (Sartre, in Martin 1998-99:519), or as dialectics materialized, as something that exists, as I 
point out above, in and through its effects. In this way, totality can be perceived as “virtual” space (a 
Deleuzian concept, see Stolze 1998:59), similar in apprehension to Althusser’s interpretation of the 
relations of production as an “absent exteriority” (Montag 1998:72). As Deleuze (in Stolze 1998:59) 
points out, “Marx’s originality (his anti-Hegelianism) resides in the way in which the social system is 
defined by a coexistence of economic elements and relations, without one being able to engender them 
successively according to the illusion of [Hegel’s] false dialectic.” Deleuze further points out that 
every structure is “a multiplicity of virtual coexistence” and therefore the problem of actualization in 
time is one of the relationship between differenciation (structure as virtuality actualized – an “event” in 
material reality, aleatory materialism, or “parole” in semiotics) and differentiation (virtual coexistence 
or “speech” in semiotics) – the double aspect in which a totality (any absent exteriority) is represented 
materially or symbolically.  

 
24. The notion of laissez faire is a misnomer since the implementation of this principle of non-government 

intervention requires the devising of forms of regulation (mechanisms and modes of state intervention), 
which act to facilitate natural regulation (Gordon 1991:19). It also requires the devising of security 
mechanisms that assure those intrinsic and economic processes that become the basic objective of 
governmental rationality (Foucault in Gordon op.cit.). 

 
25. The call for liberalization in the global market, especially by US transnational corporations intent on 

fixing a matrix of market order which allow their products to move freely and efficiently, is another 
doublespeak euphemism that employs government intervention to frame the mechanisms of security 
under the charade of democracy. Liberalism is a political practice and a problematic that exists within 
the unifying framework of legal regulations of a state. At the same time, its “natural reality,” attempts 
to remain inaccessible to centralized power. It begins with the recognition of the heterogeneity and 
incompatibility of the principles that regulate the “non-totalizable multiplicity of economic subjects.” 
These economic subjects, however, operate in a “totalizing unity of legal-political sovereignty” 
(Burchell 1991:137,141). As Screpanti aptly puts it, “the neoclassical metanarrative, which was 
developed as an attempt to found ‘scientifically’ the laissez-faire stance of liberal thought, turned out 
to be incompatible with one of the most fundamental tenets of liberal thought – that is, the attribution 
of rights to individuals” (2000:94).  

  
26. George Soros is a billionaire financier who is playing a leading and important role in an effort to 

influence and direct public policy on a transnational level to stave off the capitalist crisis. He is 
sometimes referred to as “the man who broke the bank of England” and is a leading proponent of 
government intervention in the interest of capital accumulation, or as he puts it, some world order as 
opposed to “no world order” (Soros 1998a:217) to prevent the breakdown of “the gigantic circulatory 
system” (Soros 1998b:82).  

 
27. Personal bankruptcy filings in 1997 in the US amounted to 1,350,118. As of the 3rd quarter of 1998 

they were at 1,054,475 (Gannett News Service 2000). In Hawaiʻi, bankruptcies peaked to 5,813 in 
1998 (Honolulu Advertiser 2000d:H1). Although bankruptcy filings have gone down, they are still 
more than triple the level of 1994 (Duchemin 2000).  
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28. For an insightful illustration and expansion on how the rate of surplus value increased between 1947 

and 1994 and its relationship to the rate of profit see Moseley (2000).  
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