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CHAPTER I

Contradictory Marxian Crisis Theories and the U. S. Red Meat Industry

Political economists have traditionally treated capitalist crisis

as a central theoretical focus. Starting aith Marx and Engels,

Marxian political economists have vieaed crisis as a necessary result

of ordinary capitalist economic life. Recent Marxist scholars have

argued that capitalist crisis is a predominant feature of contemporary

capitalism (see e.g. Saeezy, 1970; Cogoy, 1973; Habermas, 1973;

0*Connor,1973 and 1984; Yaffe,1973; Bell,1977; Fright,1977;

Mandel,1978; Itoh, 1978; Fine and Harris, 1979; Mattick,1981;

Feeks,1981; Bell and Cleaver, 1982). Non-Marxian political economists

have also emphasized crisis in their aork ( see e. g. the neo-Ricardians

Robinson, 1965; Steindl, 1952; Kalecki, 1971). Given the focus on crisis

in political economy, and its particular prominence in Marxian theory,

the current project centers around that theme. The objective is to

systematically evaluate tao competing Marxist theories of crisis,

contrasting the "Fundamentalist” approach and its emphasis on the

tendency for the rate of profit to fall (see e.g. Matt'ick, 1969;

Cogoy,1973; Yaffe,1973) aith the "Underconsumptionist" perspective
1

(see e.g. Saeezy, 1970; Baran and Saeezy, 1966; Foster, 1986) . Data from 

raising and feeding coas, calves, hogs, and pigs (the red meat 

industry) in the United States since 1945 aill serve as a case study.

The particular focus of this project raises some important 

questions. Fhy is the study of economic crises significant from a 

Marxian perspective? Fhat is a specifically capitalist economic
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crisis? Hhat are the reasons for focusing on the Fundamentalist 

and Underconsumptionist crisis theories? Hhy has the red meat industry 

been chosen for our case study? The following section answers those 

questions.

THE CHOICE OF A RESEARCH FOCUS

My project focuses on Marxian theory because that theoretical 

tradition has liberating political change as its guiding interest. 

This focus does not mean that non-Marxian explanations reveal little 

about economic crises. Non-Marxian political economists (e. g. Adam 

Smith, Ricardo, Keynes, Sraffa, etc.) have in fact greatly influenced 

Marxian theory. Hhat makes Marxian theory preferable is that it 

presents itself as a lever for radical political change. Presenting 

some of Jurgen Habermas's work, Trent Schroyer (1970) explains that 

all scientific inquiry has inherent guiding interests. The particular 

interest of Marxian theory is to emancipate those subjected to 

"socially unnecessary modes of authority, exploitation, alienation 

[and! repression" (Shroyer, 1970: 225).

Analyses of capitalist economic crises hold special significance 

for the goal of liberating political change. From a Marxian point of 

view, one comes to see the capitalist economy as the primary source of 

socially unnecessary forms of authority, exploitation, and repression, 

and that economic crises potentially put the entire capitalist system 

at risk. Crisis theory is crucially significant to Marxian theorists 

because they believe that understanding the causes of economic crises 

can provide the necessary insights to take practical advantage of 

those crises and thereby move towards the liberation from capitalism.

A brief definition of capitalist crisis is necessary to show what
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Marxian theorists attempt to explain. "Crisis'* assumes many forms, 

varying within and across types of social formations. ffhile Habermas 

(1973:45-50) identifies four types of crises in modern capitalism—  

economic, rationality, legitimation, and motivational— my concern here 

is with economic crises, which are disruptions in processes of 

economic accumulation.

"Economic accumulation" refers to the processes by which 

capitalists appropriate greater and greater wealth. Combining raw 

materials and labor to produce commodities, capitalists then attempt 

to sell the product for more than the combined exchange values of the 

raw materials and labor. To accumulate more wealth, capitalists must 

invest part of the surplus back into the production process. Rhen, 

for whatever reason, this cycle of investment-production-surplus- 

investment-etc. breaks down, so that capitalists do not realize an 

increase in wealth or do not reinvest, then an economic crisis exists. 

For capitalists to continue as such, changes must be made to resume 

the cycle of investment-production-surplus-investment-etc. .

Marxists generally agree that understanding crises is pivotal for 

their theoretical paradigm, but they disagree over which specific 

Marxian theory most adequately explains economic crises. Hence, much 

of the contemporary debate about Marxian crisis theory has centered 

around the disagreements between the Fundamentalist and 

Underconsumptionist perspectives on crises (e.g. see Bell,1977;
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Hright, 1977; Foster, 1986).

The conflict between the Fundamentalist and Underconsumptionist 

perspectives stems from Marx* s seemingly contradictory views of

crisis. Fundamentalists base their perspective on Marx's contention 

that the falling rate of profit **is in every respect the most

important law of modern political economy” (Marx,1973;748; see e.g.

Yaffe,1973:200). Fundamentalists argue that, over time, profits tend 

to decrease relative to total investment. Production output fails to 

keep pace with increased investment, resulting in economic crises.

Underconsumptionists, on the other hand, focus on Marx* s claim 

that "the ultimate reason for all real crises always remains the 

poverty and restricted consumption of the masses" ( Marx, 1981: 615; see 

e.g. Sweezy, 1970: 177). The argument here is that capitalists produce 

more commodities then can be consumed at prices that return sufficient 

profits. For Underconsumptionists, relative overproduction causes 

economic crises. The Fundamentalist and Underconsumptionist views of 

crisis cannot coexist in the same theoretical paradigm because one 

cannot argue that the basic cause of crisis is insufficient production 

and, at the same time, overproduction ( Hright, 1977: 222).

Highlighting this contradiction in Marx' s work, Fundamentalist 

and Underconsumptionist proponents attempt to define what is the 

Marxian paradigm of crisis. Marxist scholars have used theoretical 

and, to a much lesser extent, empirical criteria to judge 

Fundamentalist and Underconsumptionist perspectives. While empirical 

investigations have not consistently substantiated the Fundamentalist 

thesis of a falling rate of profit (e.g. Gillman,1957; Hodgson,1974;
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Mandel,1975; Juttner and Murray, 1983), empirical evidence has

supported the Underconsumptionist approach (e. g. Baran and

Sweezy, 1966; Szymanski, 1984). The current study contributes to the

Fundamentalist and Underconsumptionist debate by presenting an

empirical case to test the competing theories. A project of this sort

is significant because it supplies the Fundamentalist and

Underconsumptionist debate Kith much needed empirical evidence and,

moreover, it modestly contributes to the broader goal of defining the

Marxian paradigm of crisis.

The U. S. red meat industry has been chosen as a case study to

compare the Fundamentalist and Underconsumptionist approaches. As

"the richest and most developed capitalist country" (Baran and

Saeezy, 1966: 6), the United States should have an economy that closely

typifies capitalism as described in the respective theories, and the

red meat industry typifies the agricultural sector of the U. S. economy
2

( Skaggs, 1986: 3-10). To make this project manageable in terms of data

collection and presentation, the case study examines only the raising

and feeding of red meat animals, which will be defined to include
3

cattle, calves, hogs, and pigs.

So far, based on the value position inherent in "emancipatory 

science", I have suggested the following: crisis is an important

organizing theme in Marxist political economy; the Fundamentalist and 

Underconsumptionist perspectives represent two important and 

contradictory variants of Marxian crisis theory; and, the United 

States red meat industry offers a fair empirical case to evaluate the
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competing perspectives. The following section will discuss the major 

theoretical concepts in Marxian crisis theory and identify the data 

required to measure them.

IHE CONCEPTS

Explaining the causes of economic crises, Fundamentalists and 

Underconsumptionists present their arguments in terms of relationships 

between abstract concepts. To make the Fundamentalist and 

Underconsumptionist arguments accessible to readers unfamiliar with 

those perspectives, the following summarily defines the major concepts 

and identifies the data required to measure them.

Concept: Constant Capital < c)

Definition: The value of all labor expended creating the materials
and machinery used up in production.

Indicator: The cost of materials and machines used up in
production.

Concept: Variable Capital ( v)

Definition: The value of all labor necessary to produce and 
reproduce workers’ capacity to labor.

Indigator: Hired labor costs.

Concept: Surplus Value (s)

Definition: The portion of a commodity's value for which workers 
are not paid and that capitalists appropriate.

Indicator: The difference of revenues from the production of
commodities ("gross income"), less the total costs of 
production (c + v).
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Concept:

Definition:

Indicator:

Concept:

Definition:

Indicator:

Concept:

Definition:

Indicator:

Concept:

D§finition:

Indicator:

Concept:

Definition:

Rate of Profit (r)

Return on invested capital. Notice that this ratio 
measures capital efficiency— a higher rate of profit 
indicates a higher rate of return on invested capital.

Surplus value divided by constant plus variable 
capital (s divided by c + v).

4
Organic Composition of Capital (Q)

The amount of constant capital relative to the total 
labor expended during the current production process. 
This reflects the degree to Hhich industry is 
mechanized or "capital intensive".

Constant capital divided by the sum of surplus value 
plus variable capital (c divided by v + s).

Rate of Exploitation ( e)

Return relative to labor expenditures. Notice that 
this ratio measures labor efficiency— a higher rate of 
exploitation indicates a higher rate of return on 
labor expenditures.

Surplus value divided by variable capital (s divided 
by v).

Unrealized Surplus Value

Unrealized surplus value is value produced but not 
fully realized as revenue. Relatively greater amounts 
of unrealized surplus value means that commodities are 
unsold, or that commodities are exchanged for less 
than their full value, or both.

The full price-value of commodities unsold, plus the 
full price-value of commodities sold, less actual 
revenues received.

Absolute Surplus Value

Total value produced less production costs. This is a 
measure of potential profits.

Indicator: Surplus value plus unrealized surplus value.
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Concget:

Definition:

Indicator:

Concept:

Definition:

I O^i cator:

Concept:

Definition:

Indicator:

Concept:

iSition:

Output/Investment Ratio

Production output relative to capital investment.
This ratio measures capital productivity.

The number of commodities produced divided by constant 
plus variable capital. Rather than a price-value 
measure, the number of commodities produced serves as 
an indicator of production output. Using the number 
of commodities produced is a more direct measure than 
estimating full price-value for production output.

Consumption/Investment Ratio

The number of commodities consumed relative to capital 
investment. This ratio measure capital efficiency— a 
higher consumption/investment ratio indicates that a 
greater number of commodities are sold per dollar 
invested.

The number of commodities consumed divided by constant 
plus variable capital. As above, the number of 
commodities consumed provides a more direct measure of 
consumption than an estimated price-value.

Underutilized Production Capacity

The difference between the actual number of 
commodities produced, less maximum output. Lower 
values indicate greater underutilization of production 
capacity.

The actual number of commodities produced during a 
given year, less the greatest number of commodities 
produced in one year (prior to and including the year 
in question).

State Subsidies

State financial assistance to a given sector of the 
economy. This indicates the level of state 
involvement in industry. As I will discuss later, 
relatively greater state involvement in industry 
counteracts the tendency of underconsumption.

Indicator: Direct state (Federal) payments to an industry.
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Kith these concepts I Hill outline and clarify the Fundamentalist 

and Underconsumptionist approaches, eventually deriving testable 

hypotheses for each perspective.

ISI FUNDAMENTALIST APPROACH

According to Fundamentalists, the theory of a falling rate of 

profit is Marx’s only theory of crisis and the most adequate 

explanation of that phenomenon (see e.g. Cogoy, 1973; Yaf f e, 1 973;). 

Proponents of this perspective maintain that, other things being 

equal, as the organic composition of capital increases, the rate of 

profit declines. "Other things being equal" means assuming that the 

rate of exploitation remains constant. Since many factors influence 

the rate of exploitation— trade unions, government policies, employer 

organizations, exports, imports, etc.— a declining rate of profit is 

only a tendency rather than a necessity. Nevertheless,

Fundamentalists maintain that the rate of profit tends to decline over 

time.

Paraphrasing Wright’s (1977:204-206) systematic and succinct 

outline of the Fundamentalist approach, one can summarize that 

perspective in six propositions:

1) Because capitalists typically replace workers with machines and 

materials, the organic composition of capital tends to rise.

2) Unless the rate of exploitation increases sufficiently to 

counteract the increases in the organic composition of capital,
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the rate of profit tends to decline.

3) Eventually the rate of exploitation cannot counteract increases 

in the organic composition of capital and the rate of profit 

declines.

4) Rhen a decline in the rate of profit sufficiently impedes the 

accumulation processes, there is an economic crisis for 

capital. Thus, underproduction of surplus value promotes the 

decline of the rate of profit.

5) The crisis conditions serve to restore the accumulation 

processes.

a) Only the most efficient and productive capitalists survive 

the crisis.

b) Those who do not survive the crisis are forced to sell 

their stock of constant capital below normal exchange 

values.

c) The crisis tends to increase unemployment thereby 

increasing competition for jobs, driving down wages, and 

increasing the rate of exploitation.

6) The crises associated with a falling rate of profit take the 

form of "business cycles". Although the conditions of crises 

restore accumulation, the cycles tend to become increasingly 

severe over time.

The assertion that the organic composition of capital and the 

rate of exploitation determine the rate of profit is a tautology 

because it can be shown that the rate of profit is a function of the
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organic composition of capital and the rate of exploitation. 

Specifically, the rate of profit can be expressed as e / Q ( 1 + e )  + 

1 (see Wright, 1977:204). This means that the rate of profit depends 

on the organic composition of capital and the rate of exploitation. 

More importantly, by definition, the rate of profit increases when the 

rate of exploitation increases (other things being equal); and, the 

rate of profit decreases when the organic composition of capital 

increases (other things being equal).

Because the organic composition of capital and the rate of 

exploitation define the rate of profit, my task here is to test 

whether Fundamentalists correctly predict the trends associated with 

those three variables. Using the above propositions, one can derive 

three Fundamentalist hypotheses for the red meat industry from 1945 to 

1983:

FH1: The organic composition of capital has shown a tendency to 

increase.

FH2: The rate of profit has shonn a tendency to decline.

FH3: The organic composition of capital, rather than the rate of 

exploitation, is the principal determinant of the rate of 

profit.

IHE UNDERCONSUMPTIONIST APPROACH

Contemporary Marxian Underconsumptionist theorists maintain that 

underconsumption results from an excess capacity to produce 

• commodities (Bleaney, 1976; Bell, 1977: 179). Paraphrasing Wright*s
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concise and structured account of the Underconsumptionist approach, 

one can summarize that perspective in four propositions:

1) Absolute surplus value and the rate of exploitation in

capitalist society at large tend to increase.

2) Consumption tends to fall behind the output of commodities. 

Consequently, some commodities produced remain unsold and 

others sell for less than their value, creating a "realization 

problem" for capital. In more conventional terms, supply

outstrips effective demand. The portion of absolute surplus 

value Hhich is unrealized increases over time.

3) Failure to realize full surplus value may lead to a fall in the 

rate of profit. One response to realization crises is to

create new sources of demand. The state usually takes up the 

task of creating new demand (e. g. state subsidies for crisis 

industries, imperialist Kars that stimulate the economy, etc.). 

Another response is to produce fewer commodities, thereby 

underutilizing productive capacity.

4) Tendencies toward underconsumption are present in all stages of 

capitalist development, but are most characteristic of monopoly 

capitalism.

If the Underconsumptionist theory is correct, one would expect 

that (other things being equal) (1) the amount of consumption relative 

to the sum of constant plus variable capital ( consumption/investment 

ratio) will decline over time; (2) the number of commodities produced
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relative to investment (output/investment ratio) will be relatively 

static; (3) and the unrealized portion of absolute surplus value (the 

rate of unrealized surplus value) will increase over time 

(Sweezy, 1970: 183). "Other things being equal" here means holding 

constant the effects of state created demand and underutilized 

production capacity.

Using these propositions, one can derive three

Underconsumptionist hypotheses for the red meat industry from 1945 to 

1983:

UH1: The rate of unrealized surplus value has tended to increase.

UH2: Holding constant the effects of the output/investment ratio,

direct state payments to the farm sector, and the utilization 

of productive capacity, there will be a negative relationship 

between the consumption/investment ratio and the rate of 

unrealized surplus value.

UH3: Holding constant the effects of the output/investment ratio,

direct state payments to the farm sector, the utilization of 

productive capacity, and the consumption/investment ratio,

there will be a negative relationship between the rate of 

unrealized surplus value and the rate of profit.

Thus far, I have stated hypotheses for the Fundamentalist and 

Underconsumptionist perspectives. The Fundamentalist hypotheses focus 

on trends associated with the organic composition of capital, the rate 

of exploitation, and the rate of profit. The Underconsumptionist 

hypotheses, on the other hand, focus on trends associated with the
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rate of unrealized surplus value and the relationships between (1) the 

consumption/investment ratio and the rate of unrealized surplus value 

and (2) the rate of unrealized surplus value and the rate of profit. 

Previous empirical studies have tested either Fundamentalist or 

Underconsumptionist hypotheses (Gillman,1957; Baran and Sweezy,1966; 

Hodgson, 1974; Mandel,1975; Juttner and Murray, 1983; Szymanski, 1984). 

The current project goes beyond previous studies by testing the 

theories against one another.

JESTING THE THEORIES AGAINST ONE ANOTHEg

The above discussion suggests that the two competing perspectives 

view economic crises quite differently. Fundamentalists maintain that 

a falling rate of profit is an economic crisis, while 

Underconsumptionists argue that an increasing rate of unrealized 

surplus value is an economic crisis. This makes it difficult to test 

the theories against one another because of their disagreement about 

how to define the central concept of "crisis". Proponents of the 

Fundamentalist -approach have suggested a crucial test of the competing 

perspectives by arguing that a falling rate of profit causes increases 

in the rate of unrealized surplus value (Cogoy, 1973: 64). If the 

Fundamentalists are correct, one would expect that (other things being 

equal) (1) as the rate of profit decreases, the rate of unrealized 

surplus value increases; and, (2) taking account of the rate of profit 

should significantly enhance our ability to predict the rate of 

unrealized surplus value. Stated as hypotheses:
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Test 1: Holding constant the effects of the output/investment

ratio, direct state payments to the farm sector, 

utilization of productive capacity, and the

consumption/investment ratio, there Kill be a negative 

relationship between the rate of profit and the rate of 

unrealized surplus value.

Test 2: Hhen taking account of. the rate of profit (Test 1

hypothesis), our ability to predict the rate of unrealized 

surplus value is significantly greater than Khen He do not 

take account of the rate of profit (the second 

Underconsumptionist hypothesis, UH2).

If the second of these hypotheses holds, this nould support the 

Fundamentalist perspective. If that hypothesis is not supported, this 

would suggest that a declining rate of profit does not necessarily 

cause the rate of unrealized surplus value to increase, thus failing 

to substantiate the Fundamentalist argument against the 

Underconsumptionist perspective.

In this chapter, I have discussed the research focus of the 

current project, defined the major concepts of the competing theories, 

outlined the Fundamentalist and Underconsumptionist perspectives of 

economic crisis, derived hypotheses for both perspectives, and 

suggested a way to test the theories against one another. In the next 

chapter, I will specify measures of the concepts identified here.
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Empirical Indicators and Measures of the Concepts

The preceding chapter offered three Fundamentalist hypotheses for 

the red meat industry from 1945 to 1983: ( FH1) The organic

composition of capital has shown a tendency to increase; (FH2) The

rate of profit has shown a tendency to decline; and, (FH3) The organic 

composition of capital, rather than the rate of exploitation, is the 

principal determinant of the rate of profit. Three

Underconsumption!st hypotheses were identified as well: (UH1) The

rate of unrealized surplus value has tended to increase; (UH2) Holding 

constant the effects of the output/investment ratio, direct state 

payments to the farm sector, and the utilization of productive 

capacity, there will be a negative relationship between the 

consumption/investment ratio and the rate of unrealized surplus value; 

and, (UH3) Holding constant the effects of the output/investment 

ratio, direct state payments to the farm sector, the utilization of 

productive capacity, and the consumption/investment ratio, there will

be a negative relationship between the rate of unrealized surplus 

value and the rate of profit.

To test the theories against one another I also derived two

further hypotheses: (Test 1) Holding constant the effects of the

output/investment ratio, direct state payments to the farm sector, 

utilization of productive capacity, and the consumption/investment 

ratio, there will be a negative relationship between the rate of 

profit and the rate of unrealized surplus value; and, (Test 2) Hhen
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taking account of the rate of profit (Test 1 hypothesis), our ability 

to predict the rate of unrealized surplus value is significantly 

greater than when we do not take account of the rate of profit 

(the second Underconsumption!st hypothesis, UH2).

To permit a test of these hypotheses, this chapter defines 

measures of the Fundamentalist and Underconsumptionist concepts.

CONCEPTS AND EMPIRICAL INDICATORS 

The last chapter identified some general empirical indicators for 

a number of crisis theory concepts. Making the definitions of the 

concepts even more concrete, the following identifies several 

components of these indicators as they apply to the empirical case at 

hand.

Concept: Constant Capital

Indicator: The costs of materials and machines used up in
production.

Components: The costs of feed, livestock, energy, machinery,
structures, overhead, and land.

Concept: Variable Capital

Indicator: The costs of labor used in production.

Components: Hired labor costs.

Concept: Surplus Value

Indicator: Total revenues less production costs (constant plus
variable capital).

Components: Total revenues from market receipts plus the imputed
prices of red meat animals slaughtered for farm 
consumption ("gross income"), less the price-values of 
constant and variable capital.



CgnQeot:

Indicator:

Components:

Concept:

Indicator:

Components:

Concept:

Indicator:

Components:

Concept:

Indicator:

Components:

Concept:

Indicator:

Components:

Concept:

Indicator:
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Rate of Profit

The ratio of surplus value to constant plus variable 
capital.

( As defined above).

Organic Composition of Capital

Constant capital divided by the sum of surplus value 
and variable capital.

(As defined above).

Rate of Exploitation

Surplus value divided by variable capital. 

(As defined above).

Unrealized Surplus Value

The full price-value of commodities unsold, plus the 
full price-value of commodities sold, less actual 
revenues received.

An imputed full price-value for those animals unsold 
(but Hhich are not part of a normal stock Hithheld 
from the market), plus an imputed full price-value for 
red meat animals sold, plus an imputed full price- 
value for red meat animals slaughtered for farm 
consumption, less "gross income" (as defined above).

Absolute Surplus Value

Surplus value plus unrealized surplus value.

( As defined above.)

Output/Investment Ratio

The number of commodities produced divided by constant 
and variable capital.

Components: The number of red meat animals born during the year
divided by constant and variable capital.



Cogcept: Consumption/Investment Ratio

Indicator: The number of commodities consumed divided by constant
and variable capital.

Comggnents: The number of red meat animals marketed, plus the
number of red meat animals slaughtered for farm 
consumption divided by constant and variable capital.

Concept: Underutilized Production Capacity

Indicator: The actual number of commodities produced during a
given year, less the greatest number of commodities
produced in one year ( prior to and including the year 
in question).

Components: The actual number of red meat animals born during a
given year, less the greatest number of red meat
animals born in one year (prior to and including the 
year in question).

Concept: State Subsidies

Indicator: Direct state payments to an industry.

Components: Direct Federal payments to the farm sector in constant 
dollars.

DATA SOURCES AND ASSUMPTIONS

The availability of data has greatly influenced the selection and 

calculations of empirical indicators. For many years, including 1945 

to 1983, the U.S. Department of Agriculture (USDA) has estimated the 

"value of production" (total production costs) and "gross income" 

(cash market receipts plus the price-value for red meat animals 

slaughtered for farm consumption) (Agricultural Statistics). From 

their figures, one can obtain a surplus value estimate by subtracting 

the "value of production" from "gross income". Dividing that estimate
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of surplus value by the "value of production" would approximate the 

rate of profit for the red meat industry. -

Although the USDA figures permit easy calculation of surplus 

value and the rate of profit, more detailed data is needed to 

determine the specific components of total production costs. In 

particular, the USDA data does not separate total production costs

into constant capital (material and machines) and variable capital

(labor costs). Such detailed information is necessary for computing 

the organic composition of capital.

To deal with this problem, the USDA figures for "gross income" 

have been used to measure total revenue, but I have employed other 

data sources to separate the components of total production costs 

(constant and variable capital). Although in recent years the 

Economic Research Service division of the USDA has reported detailed 

accounts of the costs of production by commodity (e.g. "fed cattle

production", "cow-calf production", "feeder pig production", etc.),

such data is not available prior to 1980 (see Economic Indicators of 

the Farm Sector). Data sources that include all the years since 1945, 

however, give production costs for the entire farm sector, rather than 

specific commodities (e. g. red meat animals) (see Lucier, et 

al.,1986:1-8). Even though we would ideally want finer figures, data 

for the entire farm sector is the only source that allows us to 

determine the components of total production costs for all the years 

since 1945.

Because the best available data reports the costs of production
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for the entire farm sector only, one must develop procedures to 

estimate what portion of those costs belong to the red meat industry. 

To prevent errors that bias the measures in favor of the hypotheses, I 

have used assumptions (where necessary) that work against the 

Fundamentalist and Underconsumptionist hypotheses. For example, 

evidence showing that the rate of profit has declined since 1945 would 

support both the Fundamentalist and Underconsumptionist hypotheses. 

Hence, any measurement assumptions for surplus value and total 

production costs should purposefully err toward higher figures for 

surplus value and lower figures for total production costs, thus 

producing higher rates of profit and making it more difficult to 

substantiate the Fundamentalist and Underconsumptionist hypotheses.

The following summarizes my measurements and assumptions for 

developing empirical indicators for the red meat industry. (For a 

more complete discussion see Appendix A. )

Constant and Variable Capital

Concept: Constant Capital

Component: Feed Costs

Data Source: Based on feed costs for the entire farm sector 
(Lucier, et al. , 1986:22)

Objective: Determine what portion of the feed costs for the
entire farm sector belong to the red meat industry

Formula: Feed Costs for Red Meat Animals
- Feed Costs for the Entire Farm Sector 
* (Cash Market Receipts from Red Meat Animals 
/ Cash Market Receipts from All Livestock)
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£§§UQ!Btign§
and
Problems:

Concept: 

Component: 

Data Source:

Objective:

Formula:

Assumptions
and
Problems:

Concept: 

Component: 

Data Source:

Objective:

Formula:

Costs are apportioned to the red meat industry 
according to its share of revenues from the entire 
farm sector.

Constant Capital 

Livestock Costs

Based on feeder livestock costs for the entire farm 
sector (Lucier, et al, 1986: 22)

Determine what portion of the feeder livestock costs 
for the entire farm sector belong to the red meat 
industry

Livestock Costs for Red Meat Animals 
= Livestock Costs for the Entire Farm Sector 
* (Cash Market Receipts from Red Meat Animals 
/ Cash Market Receipts from All Livestock)

Again, costs are apportioned to the red meat industry 
according to its share of revenues from the entire 
farm sector. The reader should note that only the 
costs of feeder livestock are used to estimate total 
livestock expenses. Such an estimate does not count 
the costs of breeding stock and, therefore, 
underestimates total livestock expenses.

Constant Capital 

Energy Costs

Based on fuel, oil, and electricity (energy) costs for 
the entire farm sector (Lucier, et al,1986:22)

Determine what portion of energy costs for the entire 
farm sector belong to the red meat industry

Energy Costs for Red Meat Animals 
= Energy Costs for the Entire Farm Sector 
* (Cash Market Receipts from Red Meat Animals 
/ Cash Market Receipts from All Farm Commodities)
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ASSSiBDLiQBS
and
Problems:

Concept: 

Component: 

Data Source:

Objective:

Formula:

Assumptions

Problems:

Concept: 

Component: 

D§ta Source:

Objective:

Because feed and livestock costs apply exclusively to 
livestock production, only the receipts from livestock 
production are used to determine red meat animals' 
share of those expenses. Here, however, because 
energy costs apply to all farm production, it is 
necessary to use the receipts from all farm 
commodities for that figure.

Constant Capital 

Machinery Costs

Based on the costs of tractors and trucks for the 
entire farm sector (Lucier, et al,1986:26)

Determine trhat portion of tractor and truck costs for 
the entire farm sector belong to the red meat industry

Machinery Costs for Red Meat Animals 
= Tractor and Truck Costs for the Entire Farm Sector 
* ( Cash Market Receipts from Red Meat Animals 
/ Cash Market Receipts from All Farm Commodities)

Researchers of the red meat industry identify tractors 
and trucks as the major machinery expenses (Boykin, et 
al.,1980:106-109; Van Arsdall, 1978: 1978: 60-62). My 
estimates therefore restrict the costs of machinery to 
those two items. As above, because tractor and truck 
costs apply to all farm production, receipts from all 
farm production are used to figure the apportioned 
costs.

Constant Capital 

Structure Costs

Based on the costs of service buildings for the entire 
farm sector (Lucier, et al,1986:26)

Determine Hhat portion of service building costs for 
the entire farm sector belong to red meat animal 
production


