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Book review: Marxian reproduction schema

by Angelo Reati

Andrew B. TRIGG (2006) Marxian Reproduction Schema. Money and aggregate demand in a capitalist economy, London: Routledge, Series: Routledge Frontiers of Political Economy, 130 p., ISBN 0-415-33669-4, £ 65.00

1.
Andrew Trigg offers a book of theory in the best tradition of the contemporary Marxian school, in which several strands of thought are brought together in order to reach a deeper understanding of the reality underlying the capitalist market relations. 


As announced in the title, the basic reference is Marx’s reproduction schema, that show the conditions to be fulfilled for an equilibrium growth of the system. These schema – that , with Quesnay’s Tableau, were the source for inspiration of Leontiev’s input-output tables – are developed by introducing the role of aggregate demand as a constraint for expanded reproduction and, also, by assigning a key role to money.  In so doing Trigg establishes a bridge between Marxian and Keynesian analyses, thus making explicit the class relations that are embodied in the traditional concepts of our discipline. By the same token, he makes stock of the Kalecksian version of the mutiplier as well as of the contributions of the Post-Keynesian theorists of the monetary circuit. 

2.
The book is structured in eight chapters, plus six mathematical appendices. After the introductory chapter 1, in chaper 2 (“The multiplier”) Trigg begins his analysis presenting Marx’s simple and expanded reproduction models, that are based on the  assumption of equality between labour values and prices. This unrealistic hypothesis is adopted as a methodological device in a step-by-step approach and is abandoned at the end of the book. Starting from the two-sector model, Trigg expresses the Keynesian income multiplier in terms of the value of labour power, as  1/e ( where e is the share of surplus value out of total labour time. Then he generalises the result within a multisectoral input-output framework, achieving a double result. First, the scalar macro multiplier that comes out represents a step forward with respect to the simple one-commodity Keynesian multiplier, since it captures the inter-departmental structure of the reproduction schema. Second, the Marxian concept of surplus value appears as the core component of the multiplier; this is, in my view, a remarkable result. 


In chapter 3 Trigg extends the analysis to Kalecki’s interpretation of the reproduction schema in which, like Keynes, aggregate demand for investment is the main driving force. More precisely, the author introduces into the Marxian reproduction schema the so-called “Kalecki principle”, according to which capitalists earn what they spend (while workers spend what they earn). The Kalecki income multiplier is just a more sophisticated version of the Keynesian one, in which the surplus value term e is multiplied by a term reflecting the proportion of capitalist consumption that depends upon total profits. 


In chapter 4 (“The monetary circuit”) the author introduces money into the reproduction schema on the basis of the Franco-Italian monetary circuit theory. In so doing he fills a gap which exists for both models, as the circuitist school focuses on the circuit of money without paying much attention to the reproduction of commodities, while Marxian analyses of the reproduction schema adopts the opposite approach by not attributing to money any real impact on economic activity. Central to the circuit approach is the Kalecki principle, the question now being how an injection of money can circulate around the economy and return back to capitalists. Prime importance is placed on the role of banks in financing industrial activities, and the topics examined are how the circuit of money is intertwined with industrial activities and how much money is required for the circuit to be complete.  The detailed discussion of these themes leads to an aggregate multiplier relationship to the circulation of money that, although being different from the multiplier of chapters 2 and 3, is consistent with Marx’s value categories. This appears clearly in appendix 4 of the book, whose conclusion is that “the traditional labour embodied definition of surplus value has a role to play in modelling the interindustry circuit of money” (p. 105).


In chapter 5 – on “Money, growth and crisis” – the author shows how the Domar growth model can be derived from the multisectoral reproduction schema and relies on this model to determine the amount of credit money required for the reproduction of the system. This input-output framework confirms Domar’s “paradox of borrowing”, stating that “investment of today must always exceed savings of yesterday”, with the implication that the credit system should provide a continuous injection of new money. This lays down the basis for economic crisis because “not only must investment continually grow at a particular rate to sustain the required amount of aggregate demand, it must also be financed by borrowing from the financial system” (p. 61). This means that credit “is always released on shaky grounds”, and “financial fragility is embedded in expanded reproduction itself” (id.).


The theme of economic crisis is further developed in chapters 6 and 7 from the particular perspective of the reproduction schema. Chapter 6 (“Beyond underconsumption”) discusses the two interpretations of the reproduction schema in terms of disproportions between sectors and in terms of Luxemburg’s analysis of the role of demand. Chapter 7 – on “The falling rate of profit” – addresses this much-debated problem by juxtaposing Grossmann’s model of capitalist breakdown, in which the system eventually collapses because capitalist consumption becomes negative, with the Kalecki multiplier model in which, in spite of the falling trend of profitability, such an outcome does not occur. I have found these chapters less interesting than the previous ones, and it seems to me that they add no substantially new insights with respect to the existing literature. 


The book concludes with (a much-awaited) chapter 8 (“The transformation problem”), in which the assumption of equality between prices and values is relaxed. This is done according to the “new interpretation” of the transformation as developed independently by Foley and Dumenil (1980; 1983-84) (who is not quoted in the book). The basic idea – that closely reflects Marx’s insight – is that, at the macro level, net output (value added) is created by living labour. The numéraire for both prices and values can thus be chosen by establishing the equality between total value added in price terms and the total number of worked hours. Then we can derive the “money equivalent of values” by simply dividing the value added by total direct labour-time, and use such a money expression to transform the aggregates of national accounts into their labour equivalents. This allows the author to reshape his input-output model using Marxian categories, obtaining a Keynesian multiplier in which the (newly defined) surplus value term does not depend on any hypothesis about the proportionality between prices and values. Trigg concludes his effort by extending this procedure to the Kalecki multiplier and to the Domar growth model: the results of the preceding chapters are confirmed, as the surplus value term is nested in the multiplier as well as in the balanced growth equation of the Domar model.

3.
Trigg’s “ecumenical” approach to different branches of heterodox schools is particularly praiseworthy and the present book provides an appreciable contribution to the progress of knowledge. I deem we ought to work in this wake in order to arrive to a unified theory within the Classical tradition of political economy. 


The fact that Trigg’s analysis unveils the labour value content of Keynesian and Kaleckian main concepts is very useful and interesting. On a deeper reflection, this is not surprising as Keynes shares the “production approach” of the Classical economists ( an approach that puts at the centre of the analysis human “sweat and toil” and labour to obtain commodities, instead of the subjective utility of Marginalists. In fact, in chapter 4 of the General Theory (on the choice of units) he argues that macroeconomic aggregates such as net output or total demand can be rigorously quantified only on the basis of two units of measurement, i.e. their money value and the volume of employment they embody. This latter unit of measurement can be expressed in terms of hours of ordinary labour.  This is not a simple technical device to transform ex post monetary variables into their real equivalents but has deep philosophical implications as, in chapter 16, Keynes writes:

“I sympathise ... with the ... doctrine that everything is produced by labour, aided by [the] ... technique, by natural resources ... and by the results of past labour, embodied in assets...It is preferable to regard labour ... as the sole factor of production. ... This partly explains why we have been able to take the unit of labour as the sole physical unit we require in our economic system, apart from units of money and of time” (Keynes 1936, p. 213-214; emphasis added).
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