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Abstract 
Sardoni (2015) presents an underconsumptionist reading of Marx’s crisis theory and 
argues for developing a theory of capitalist investment by building on the insights of 
Keynes and Kalecki. This paper engages with both these arguments. It offers a critique of 
the underconsumptionist reading of Marx’s crisis theory and flags some critical 
differences in Marxian and Keynes-Kalecki viewpoints of capitalist investment. It also 
presents some general remarks on Marxist crisis theory. 
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1. Introduction 

In the backdrop of the on-going turmoil in global capitalism, Sardoni (2015) offers an interesting take on 
Marx’s, and Marxist, analyses of economic crisis in capitalism. The paper makes two key arguments: 
first, he develops an underconsumptionist reading of Marx’s account of economic crisis; and second, he 
advances an argument to adopt a Keynesian-Kaleckian framework for analyzing capitalist investment – 
with the emphasis tilted towards the latter – to better explain the on-going crisis. In this brief note, I will 
comment on both these arguments and also offer some general remarks on Marxist crisis theory. 

Underconsumption theory has a long history in the Left and Marxist tradition. Its main claim is that 
inequalities in the distribution of income generated by capitalism ultimately undermines the drive for 
capital accumulation by exacerbating problems of effective demand. In most renditions of 
underconsumption theory, the source of the problem of effective demand is identified as the restricted 
purchasing power of workers. 

In Sardoni (2015), this argument is laid out in terms of Marx’s familiar two department model of the 
capitalist economy. Department 1 produces means of production and Department 2 produces means of 
consumption. The bulk of the demand for the output of Department 2 comes from the wage income of 
workers. Since capitalism has an inbuilt tendency to restrict wage growth, this leads to problems of 
demand for means of consumption. Oversupply emerges in Department 2 and spreads to Department 1 
through demand linkages (demand for means of production) and the labour market (as more workers 
are laid off). Eventually the whole economy is in the grip of generalized overproduction, i.e., the key 
characteristic of capitalist crisis. 

This familiar and extremely popular theory of capitalist crisis certainly has a ring of plausibility to it. But, 
as many scholars and activists have pointed out over the years, it is not a logically tight theory. Even the 
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pre-eminent theorist of underconsumption, Paul M. Sweezy, did not accept the above rendering of 
underconsumptionism. Hence, I can do no better than re-state his critique as developed in his classic 
book, The Theory of Capitalist Development (Sweezy, 1942). But after presenting Sweezy’s critique of 
the above argument, I will also present his own version of underconsumption theory as outlined in 
Sweezy (1942). I will then point out the problem in that argument, in essence repeating Shaikh (1978). 

After presenting the critique of underconsumptionism, I will argue for the centrality of capitalist 
investment to theorizing capitalist crisis. While the problem of effective demand is a real problem in 
capitalism, underconsumption theory does not offer the proper framework for analysis. The focus, I will 
argue, should be shifted from working class expenditure to capitalist expenditure, and in particular 
capitalist investment expenditure. To bolster this claim, I will present a brief discussion of Marx’s ideas 
on capitalist crisis and argue that the centrality of analyzing capitalist investment also emerges from his 
writings too. I will conclude with some comments on capitalist investment, prolonged nature of crisis, 
and specific Marxist theories of crisis. 

 

2. Critique of Underconsumptionism 

The argument in this section will be set out in terms of Marx’s schemes of reproduction for a two 
department capitalist economy: Department 1 produces means of production and Department 2 
produces means of consumption. The maintained assumption for this discussion are that all wages are 
consumed and that Department 2 produces means of consumption for both workers and capitalists. The 
following notation will be used: 𝑐𝑐, 𝑣𝑣, 𝑠𝑠 and 𝑤𝑤 will refer, respectively, to constant capital, variable capital, 
surplus value and value of the commodity; subscripts will identify the departments.   

 

2.1. Simple Reproduction 

The first case to consider is simple reproduction, where the system reproduces itself over time at the 
same scale. For this to happen, all surplus value must be consumed. The output of the two departments 
can be represented as follows: 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 1: 𝑐𝑐1 + 𝑣𝑣1 + 𝑠𝑠1 = 𝑤𝑤1 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 2: 𝑐𝑐2 + 𝑣𝑣2 + 𝑠𝑠2 = 𝑤𝑤2 

Equilibrium in the market for means of production require that demand and supply be equal. Demand 
for means of production arise from the need of the two departments to replace the means of 
production used up in the process of production, i.e.,  

𝐷𝐷1 = 𝑐𝑐1 + 𝑐𝑐2 

where 𝐷𝐷1 refers to demand for the output of department I. Hence, equilibrium requires that 

𝐷𝐷𝐼𝐼 = 𝑤𝑤1 

which reduces to the following condition: 

𝑐𝑐2 = 𝑣𝑣1 + 𝑠𝑠1  (1) 



Equilibrium in the market for means of consumption would give us the same condition as in (1). The 
importance of (1) is that it gives the condition that, if satisfied, will ensure that this economy can 
reproduce itself over time at the same scale. Intuitively, it says that as long as the demand for means of 
production from department 2 is equal to the demand for means of consumption from department 1 
(for its workers and capitalists), the two departments can exchange its product – over and above the 
amounts that are demanded within each department – to maintain smooth reproduction of the system 
through time. 

 

2.2. Expanded Reproduction 

Of course capitalist economies do not witness zero growth, they grow over time. Hence, a more realistic 
model would allow for the system to undergo expanded reproduction, i.e., allow it to reproduce itself 
over time at an increasing scale through accumulation of capital. Since workers consume all their 
income (wages), the only source of accumulation is surplus value. Hence, the key to understanding 
expanded reproduction is to focus on surplus value.  

To derive conditions that can ensure expanded reproduction of the system over time, we note that 
surplus value is used in exactly four ways: (1) an amount (𝑠𝑠𝑐𝑐) is spent to ensure capitalist consumption at 
the same scale as before; (2) an amount (𝑠𝑠Δ𝑐𝑐) is spent to increase capitalist consumption; (3) an amount 
(𝑠𝑠𝑎𝑎𝑐𝑐) is used to augment constant capital; and finally, (4) and amount (𝑠𝑠𝑎𝑎𝑎𝑎) is used to augment variable 
capital. With this notation, we can express the output of the two departments as follows:            

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 1: 𝑐𝑐1 + 𝑣𝑣1 + 𝑠𝑠𝑐𝑐1 + 𝑠𝑠Δ𝑐𝑐1 + 𝑠𝑠𝑎𝑎𝑐𝑐1 + 𝑠𝑠𝑎𝑎𝑎𝑎1 = 𝑤𝑤1 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 2: 𝑐𝑐2 + 𝑣𝑣2 + 𝑠𝑠𝑐𝑐2 + 𝑠𝑠Δ𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑎𝑎2 = 𝑤𝑤2 

The demand for means of production arise from the replacement needs of the two departments (𝑐𝑐1 and 
𝑐𝑐2) and the needs for augmenting constant capital (𝑠𝑠𝑎𝑎𝑐𝑐1 and 𝑠𝑠𝑎𝑎𝑐𝑐2). Thus 

𝐷𝐷1 = 𝑐𝑐1 + 𝑠𝑠𝑎𝑎𝑐𝑐1 + 𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑐𝑐2 

Thus, the condition for equilibrium in the market for means of production is 

𝐷𝐷1 = 𝑤𝑤1 

which reduces to 

𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑐𝑐2 = 𝑣𝑣1 + 𝑠𝑠𝑐𝑐1 + 𝑠𝑠Δ𝑐𝑐1 + 𝑠𝑠𝑎𝑎𝑎𝑎1 (2) 

This condition is similar in structure to the one for simple reproduction but it has some extra terms 
coming from the fact that the system is expanding over time. But the import of (2) is exactly similar to 
the import of (1) in the case of simple reproduction: if condition (2) is satisfied, the system can 
reproduce itself on an expanded scale.1 Restricted wage growth will not undermine reproduction as long 

1 Marx had unsuccessfully attempted to demonstrate this with a numerical example in Chapter 21 of Volume II of 
Capital. His computations had some error because of which he ended up with an oversupply in Department 2 by 50 
and excess demand in Department 1 by 50. Foley (1986, pp. 84-85) explains the source of, and corrects, the error. 
With the correct proportions for the volume of capital in the two departments, the same numerical example is 

                                                           



as the proportional relationship given in (2) is satisfied. Thus, this is a simple refutation of the claim that 
restricted wage growth will necessarily lead to a problem of over production, starting with Department 
1.  

This simple exercise shows that capitalism is capable of generating markets for the commodities that are 
produced. Sardoni (2015) recognizes this and tries to demonstrate a problem in this argument by 
considering an extreme case: expanded reproduction with zero consumption growth. By considering 
two consecutive periods, 𝐷𝐷 and 𝐷𝐷 + 1, Sardoni (2015) claims that expanded reproduction with zero 
consumption growth is only possible if the surplus value of department 2 is entirely consumed in period 
𝐷𝐷 + 1 (see equation 8). I could not follow this argument in Sardoni (2015) – maybe more elaboration is 
needed – but I think the same point was made by Sweezy (1942). So, let us look at that.  

 

2.3. Expanded Production with Zero Consumption Growth 

In this setting, the capitalist economy undergoes expanded reproduction even as consumption remains 
constant. To ensure that consumption remains constant, we need to make two assumptions: (1) all 
accumulation takes the form of purchase of constant capital, and (2) capitalist consumption does not 
increase. Using the notation of the previous section, these two conditions can be stated as follows: 

𝑠𝑠Δ𝑐𝑐 = 𝑠𝑠𝑎𝑎𝑎𝑎 = 0 

If we return to the discussion of expanded reproduction with these two assumptions in place, we can 
write the output of the two departments as 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 1: 𝑐𝑐1 + 𝑣𝑣1 + 𝑠𝑠𝑐𝑐1 + 𝑠𝑠𝑎𝑎𝑐𝑐1 = 𝑤𝑤1 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 2: 𝑐𝑐2 + 𝑣𝑣2 + 𝑠𝑠𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑐𝑐2 = 𝑤𝑤2 

The demand for means of production arise from the replacement needs of the two departments (𝑐𝑐1 and 
𝑐𝑐2) and the needs for augmenting constant capital (𝑠𝑠𝑎𝑎𝑐𝑐1 and 𝑠𝑠𝑎𝑎𝑐𝑐2). Hence, 

𝐷𝐷1 = 𝑐𝑐1 + 𝑠𝑠𝑎𝑎𝑐𝑐1 + 𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑐𝑐2 

Thus, equilibrium in the market for means of production requires 

𝐷𝐷1 = 𝑤𝑤1 

which reduces to 

𝑐𝑐2 + 𝑠𝑠𝑎𝑎𝑐𝑐2 = 𝑣𝑣1 + 𝑠𝑠𝑐𝑐1 (3) 

It is here that Sweezy (1942) highlights a possible contradiction. To see this recall the condition for 
simple reproduction in (1):  

𝑐𝑐2 = 𝑣𝑣1 + 𝑠𝑠1 

then able to demonstrate the possibility of expanded reproduction and complete Marx’s unfinished work in this 
respect. 

                                                           



In the setting of expanded reproduction, 𝑠𝑠𝑐𝑐1 is defined as the amount of surplus value that is used to 
maintain capitalist consumption at same scale as before. Hence, 𝑠𝑠𝑐𝑐1 = 𝑠𝑠1 where the latter quantity 
refers to the amount of capitalist consumption in simple reproduction. Thus, in the context of expanded 
reproduction, we will have  

𝑐𝑐2 = 𝑣𝑣1 + 𝑠𝑠𝑐𝑐1 

Hence, condition (3) implies that 𝑠𝑠𝑎𝑎𝑐𝑐2 = 0. Hence, there is no accumulation in department 2, which 
contradicts the assumption we started out with, viz., there is expanded reproduction.2 

After setting out this argument, Sweezy (1942) notes immediately that the apparent contradiction arises 
from the way the problem was posed. A more realistic setting would not give rise to the contradiction. 

“In reality, however, this conclusion arises from a certain inflexibility in the set-up of the 
reproduction scheme, for we have implicitly assumed that none of the capital and labour 
already employed in the previous period can migrate from one department to the other. If this 
assumption is dropped, some of the newly accumulated constant capital can go into each 
department while some variable capital (along with the laborers which it supports) can be 
shifted from Department II to Department I. If the proper proportions are maintained, the 
upshot will be that the output of Department I expands because more labour and means of 
production is employed there, while the output of Department II remains constant, the loss of 
labour being exactly offset by an increased utilization of constant capital. The organic 
composition of the total social capital rises, and production of means of production expands 
relative to production of consumption goods.” (Sweezy, 1942, pp. 167). 

 

2.4. Sweezy’s Theory of Underconsumption 

After presenting the above argument, Sweezy (1942) went on to develop his theory of 
underconsumption. He was very clear that the “real task of an underconsumption theory is to 
demonstrate that capitalism has an inherent tendency to expand the capacity to produce consumption 
goods more rapidly than the demand for consumption goods.” (Sweezy, 1942, pp. 180). Having realized 
that all previous attempts to develop such a theory had been unsatisfactory, he attempts to develop his 
own. 

The setting of his theory is the same as the one we have been using. Just as in the model of expanded 
reproduction, all wages are consumed and surplus value, which rises as a share of value added, is used 
for four purposes: a part is consumed to keep capitalist consumption at the same level as before, 
another part is used to increase capitalist consumption, a third part is used to augment constant capital 

2 The assumption that 𝑠𝑠𝑐𝑐1 = 𝑠𝑠1 essentially imposes the restriction that capitalist consumption cannot fall in the 
case of expanded reproduction (in comparison to the case of simple reproduction). While it seems intuitive that 
capitalist consumption will rise with expanded reproduction, there is nothing to rule it out theoretically. It might 
very well be the case that capitalists are willing to accept a slightly lower level of consumption for the thrill of 
capital accumulation. If this assumption is dropped, then the apparent contradiction of zero accumulation in 
department 2 will also disappear. 

                                                           



and a fourth part to increase variable capital. The sum of the last two is accumulation, and the third part 
is what economists now call investment. The main argument is developed in two steps.  

The first step relates to the implications of capitalist relations on the demand for consumption goods. 
Capitalists want to increase profits to the maximum possible extent. This goal is usually achieved 
through (a) an increase in accumulation as a share of surplus value, and (b) an increase in investment as 
a share of accumulation (due to increasing mechanization of the production process). Consumption 
demand comes from wages – which declines as a share of value added – and from the share of surplus 
value that is not accumulated, which also declines as a share of surplus value. Thus, the ratio of the 
growth rate of consumption demand and the growth rate of the capital stock declines over time. 

The second step of the argument looks at the logic of production. Sweezy (1942) believes that there is a 
constant and stable ratio between the capital stock and the potential output (supply) of consumption 
goods. This implies that the ratio of the growth of (the supply of) consumption goods and the growth 
rate of the capital stock is a constant. 

Divide the result of the first step with that of the second to see that the ratio of the growth rate of the 
demand for consumption goods and the growth rate of the supply of consumption goods falls over time. 
Hence, at some point, the supply of consumption goods overshoots demand. 

As Shaikh (1978) points out, there is a basic flaw in the above argument. There is no reason why the 
capital stock must maintain a constant and stable relationship to the potential supply of consumption 
goods. Capital stock can be increased to produce more producer goods, in which case the potential 
supply of consumption goods need not change. Thus, Sweezy’ (1942) theory of underconsumption rests 
on a questionable theory of production. Once that assumption is abandoned, the theory’s main 
conclusions no longer emerge.     

 

3. The Centrality of Capitalist Investment 

Marx’s schemes of reproduction, both simple and expanded, demonstrate that capitalism can generate 
the demand for the commodities produced. But it is important to stress that the fact that it can does not 
mean that it always will. Capitalist reproduction rests on the unity of two separate phases, the 
generation of surplus value and the realization of surplus value. Since capitalism is not a planned system, 
there is no automatic mechanism to ensure that all the surplus value that is generated will also be 
realized. Hence, the problem of effective demand is very real in capitalism. But to locate the source of 
the problem, one needs to expand the framework of analysis beyond that offered by underconsumption 
theory.  

The key shortcoming of underconsumption theory that makes it inappropriate for studying problems of 
effective demand in capitalism is that it locates the source of aggregate demand in the spending 
decisions of workers, in effect ignoring the other, and more important, source of aggregate demand, 
capitalist expenditure. In fact, the circuit of capital used by Marx and later Marxists to analyze capitalism 
(M-C-C’-M’) immediately show that spending decisions of workers, in the main, are derivative 
expenditures.  



The primary source of expenditure, and hence demand, is capitalist expenditure. This can be divided 
into three exhaustive parts: (a) expenditure for consumption (of subsistence or luxury commodities), (b) 
expenditure for purchasing labour-power, and (c) expenditure for purchasing means of production. The 
second category of expenditure by capitalists – purchase of labour-power – generates wage income for 
workers, who, in turn, use it for consumption expenditure. This has two important implications. First, 
because it is derivative, the focus of analysis of the problem of effective demand must shift away from 
expenditure by workers to the primary source: capitalist expenditure. Second, capitalism is a system 
geared towards the generation and realization of surplus value. Hence, consumption expenditure by 
capitalists is of secondary importance. The focus of analysis must rest on the other category of capitalist 
expenditure: investment. This suggests the centrality of capitalist investment expenditure in the study of 
capitalist crisis. This is a point of convergence with Sardoni (2015), and I will return to this below in the 
concluding section. But before that a brief discussion of Marx’s idea of capitalist crisis is in order. 

 

4. Crisis of Overproduction 

For Marx, capitalism was an inherently crisis prone system of social production. In his account, crises 
emerged from the very logic of capitalism. In modern parlance, Marx would say that crisis is 
endogenously generated by the system. Hence, capitalism without crises was an impossibility. In 
adopting this viewpoint, Marx not only differed sharply from later-day neoclassical economists – who 
never tire of emphasizing the harmonious nature of capitalism – but also from major political 
economists of his time, including David Ricardo, who thought of crises as accidental phenomena, not 
related to the essential logic of capitalism. In modern parlance, Ricardo would probably say that crises 
were caused by exogenous shocks to the system. These diametrically opposed viewpoints suggest that 
Marx’s critique of Ricardo on this issue is a good entry point into Marx’s analyses of capitalist crisis. But 
before we do that a small detour is in order.  

To the extent we know on the basis of extant literature, Marx did not leave behind a systematic analysis 
of capitalist crisis. This has been noted by later Marxist scholars, including Paul M. Sweezy (1942), 
Duncan K. Foley (1986), and Michael Heinrich (2012). While Marx (and Engels) referred to the 
phenomenon of capitalist crisis as early on in their political life as 1848 (in The Communist Manifesto), 
his comments on the topic are mostly fragmentary. In fact, they are not even collected together in one 
work but are instead scattered in various places in multiple texts that were unpublished during his 
lifetime like the Notebooks of 1857-58 (the Grundrisse), the Theories of Surplus Value (written between 
1861 and 1863) and Volumes 2 and 3 of Capital (written between 1863 and 1865). 

Even though Marx’s writings on capitalist crisis are incomplete and scattered, they can still be a source 
of important insights. To approach these writings in a fruitful manner, it will be useful to keep the 
following distinction in mind. One can have a theory of capitalist crisis at two very different levels of 
abstraction. On the one hand, there can be a general theory of capitalist crisis at a very high level of 
abstraction. Such a theory will try to demonstrate why crisis is built into the very logic of capitalism. On 
the other hand, there can be theories of capitalist crisis at lower levels of abstraction. Such theories 
delineate specific economic mechanisms that can push a capitalist economy towards a crisis.  

The main body, and most systematic part, of Marx’s writings on capitalist crisis are of the first type; they 
are comments on a general theory of capitalist crisis. While one can find scattered comments on specific 



mechanisms that could generate crisis in capitalism, these are largely incomplete and unsystematic. It is 
only later scholars and activists who have picked up one or the other of Marx’s comments on specific 
mechanisms and converted them into all-encompassing theories of crisis.  

Marx’s general theory of capitalist crisis is developed in the most systematic manner in Chapter 17 of 
Book II of the Theories of Surplus Value (Marx, 2000) through and as a critique of Ricardo’s acceptance 
of Say’s Law, the proposition that generalized overproduction is not possible in capitalism, i.e., 
aggregate demand can never fall short of aggregate supply. Marx argues that the denial of the possibility 
of overproduction – the key characteristic of capitalist crisis – rests on two conceptual fallacies: ignoring 
money and abstracting from capitalism. 

For Marx, money emerges from within the very logic of commodity exchange. Hence, ignoring money 
when discussing commodity production and exchange is incorrect. Moreover, with money mediating 
exchange of commodities, the possibility of the separation of sale and purchase – both in time and in 
space – opens up. This possibility immediately negates Say’s Law. Since any sale need not be 
immediately followed by a purchase of an equal amount, demand can fall short of supply. If this occurs 
on a large enough scale, generalized overproduction can emerge, i.e., aggregate demand can fall short 
of aggregate supply.  

This shows that Say’s Law does not hold in commodity producing systems. Since capitalism is a specific 
form of commodity producing system, this critique is enough to demonstrate the possibility of crisis in 
capitalism. But Marx goes further. By analyzing the specific logic of capitalism, he highlights reasons that 
make the possibility of crisis even more pronounced. 

An abstract representation of the specific logic of capitalism is the circuit of capital: M – C -- (P) -- C’ – 
M’. The circuit begins with a capitalist firm making a capital outlay of M, i.e., it uses a sum of money M 
to purchase commodities represented by C (labour power and non labour inputs to production). These 
commodities are then brought together in the production process represented by (P). When the 
production process is completed, the capitalist firm has finished commodities, C’. The firm sells these 
commodities for a sum of money M’. Since the beginning and end point of the process are sums of 
money, it makes sense only if M’>M, i.e., only if surplus value is generated and realized. 

From the perspective of developing a critique of Say’s Law, it would be useful to differentiate types of 
transactions (located within the circuit of capital) from a class perspective. For the capitalist class, the 
starting point is a purchase and the end point a sale, i.e., M – C – M’. One of the key commodities the 
capitalist purchases is labour-power, i.e., the ability to work. The price of a unit of labour-power is the 
wage rate, which is the source of income for the working class. The wage income is used by workers to 
purchase their historically determined means of subsistence Thus, for the working class, the starting 
point is a sale (of labour-power) and the end point is a purchase (of means of subsistence), i.e., C – M – 
C’.  

This difference suggests an important point. Compared to the capitalist class, the working class is much 
less likely to suddenly withhold their purchasing power from the market and not complete the second 
leg of their transaction, i.e., purchase means of subsistence. This is because the purchases of the 
working class are meant to fulfill their needs – for food, clothing, housing, health care, entertainment, 
transportation, and other services. It is quite different with the capitalist class. While a small part of 
their revenue is used for consumption expenditure, the lion’s share is ploughed back into the circuit of 



capital as new investment expenditure with the expectation of generating and realizing more surplus 
value. It is not motivated by the satisfaction any human need. Hence, if for any reason, expectations of 
profitability are shaken, capital outlays can plunge. If this is a widespread phenomenon, generalized 
overproduction can emerge in the economy, i.e., aggregate demand can fall short of aggregate supply, 
and a crisis can develop.  

 

5. Concluding Comments 

In the second part of the paper, Sardoni (2015) rightly emphasizes the need to develop a theory of 
investment. In fact, that has been the key lacuna of all underconsumption theories, as was pointed out 
long ago by Erik Olin Wright: “The most serious weakness in the underconsumptionist position is that it 
lacks any theory of the determinants of the actual rate of accumulation.” (Wright, 1999, pp. 126). While 
it is imperative to develop an adequate theory of capitalist investment, certain differences between 
Marxian and Keynes-Kalecki viewpoints will need to be addressed.  

An important component of the Marxian understanding of capitalism is its systemic logic, independent 
of the will of individual actors. Its structural, systemic logic constrains the behavior of workers as much 
as capitalists. This objective, systemic logic of capitalism is experienced by capitalists as a coercive, 
almost external drive to accumulate. The Keynes-Kalecki viewpoint has emphasized subjective 
motivations to the exclusion of this coercive element underlying capitalist investment. A way to move 
forward would be to integrate the two.  

The other difference, for instance highlighted by Shaikh (1978), is the different horizons of vision 
animating Marxian and Keynes-Kalecki theories of investment. Keynes-Kalecki theorization focused 
more on the short run. Keynes’ refusal to even accept the concept of a “long run” and Kalecki’s 
assumption that the long run growth rate of a capitalist economy is zero absent external stimuli 
contrasts with Marx’s long run perspective about capitalist dynamics.  

Some work on has already been done on both these aspects (e.g., see Crotty, 1993; Lavoie et al., 2004), 
but much needs to be done. Sardoni’s (2015) attempt to bring our attention back to the task of 
theorizing capitalist investment is, thus, a welcome move. 

I would like to end with two brief comments, the first on Sardoni’s (2015) argument about Marx’s theory 
of crisis being unable to understand its prolonged nature, and the second on specific Marxist theories of 
crisis.  

Sardoni (2015) argues that Marx’s theory of crisis is unable to explain one key feature of the current 
crisis, its prolongation “over a significant span of time.” According to Sardoni (2015), this is because 
capitalism has undergone structural transformations – from a competitive to a monopolistic form – that 
have changed the form of economic crises. From “violent market perturbations”, i.e., sudden collapse 
followed by relatively rapid recovery, crises have now taken the form of relatively long drawn 
stagnation.  

According to Sardoni (2015), this change in the form of crisis, in turn, is related to the behavior of prices. 
In a competitive phase of capitalism, crisis led to a fall in commodity prices, which also helped in 
recovery. After prices had fallen far enough, it became possible for average variable costs to fall below 



expected prices. At that point production picked up and the recovery was underway. In a monopolistic 
stage of capitalism, this crucial dynamic of recovery is blocked because prices are downward sticky. 
Oligopolistic firms do not allow prices to fall, so that recovery takes longer. The economy is caught in a 
long period of stagnation with low output, high unemployment and excess capacity.   

For Marx and Marxists a crisis is a deep and prolonged disruption of the economic reproduction of 
society. It is always understood to be different from regular business cycle fluctuations. Thus, almost by 
definition, “relatively rapid recovery” from a crisis is ruled out by Marx’s, and Marxist, understanding of 
crisis. The fact that Marx analyzed conditions for recovery – and his analysis the destruction of capital 
and the consequent restoration of profitability plays an important role – must not be interpreted as a 
suggestion that recoveries are easy, automatic or quick. While Marx had not witnessed anything like the 
Great Depression of the 1930s and might not have emphasized the problems of recovery adequately, 
later Marxist scholarship can hardly be faulted in this respect. James Devine’s (1983, 1994) work on a 
Marxist interpretation of the Great Depression has especially paid close attention to this aspect, 
pointing out that long run factors like the degree of excess capacity, the level of indebtedness, the 
possibility of wage repression and depressed profit expectations can turn a realization crisis into a 
depression. Writing from a slightly different perspective, social structure of accumulation theorists (e.g., 
Kotz, 2015) have emphasized the prolonged nature of a “structural crisis”. Thus, the Marxist tradition is 
very much alive to the fact that recoveries from a “crisis” is never automatic and seldom quick. 

While outlining Marx’s views on crisis, I have argued above that Marx presented a general theory of 
capitalist crisis as an overproduction crisis. While Marx did offer some comments on specific 
mechanisms that could lead to an over production crisis, e.g., the tendency of the rate of profit to fall or 
the restricted purchasing power of the workers or profit squeeze, they were at best fragmentary and 
incomplete. Later theorists have often taken up one or the other of these and constructed all-
encompassing theories of crisis out of these. A better strategy, in my opinion, is to regard each of these 
as possible crisis tendencies and to allow for the possibility that one or the other can come to the fore 
depending on the specific historical and institutional setting, i.e., the “regime of accumulation” or the 
“social structure of accumulation”. From this perspective, Devine (1994) offers a promising approach.  
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