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t h e  Ma r x i s t  t h e o r y  of the state remains a muddle despite 
the recent revival of interest in the subject.1 Substantial prog­
ress has been made in formulating a critique of orthodox 
Marxist formulations that reduce the state to a mere reflection 
of economic interests. However, the outlines of an adequate 
alternative Marxist theory are not yet clear. This is most dra­
matically indicated by the continued popularity in Marxist 
circles of explanations of state policies or of conflicts within 
the state that are remarkably similar to orthodox formulations 
in their tendency to see the state as a reflection of the interests 
of certain groups in the capitalist class. Many Marxists, for 
example, were drawn to interpretations of Watergate that saw
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it as a conflict between two different wings of the capitalist 
class.2 This gap between theory and the explanation of actual 
historical events demonstrates that the critique of orthodox 
Marxist formulations has not been carried far enough. These 
earlier formulations—even when they have been carefully 
criticized and dismissed— sneak back into many current analy­
ses because they remain embedded in the basic concepts of 
Marxist analysis.

This essay proposes two elements of an alternative Marxist 
theory of the state. The first element is a different way of con­
ceptualizing the ruling class and its relationship to the state. 
This reconceptualization makes possible the second element — 
the elaboration of a structural framework which specifies the 
concrete mechanisms that make the state a capitalist state, 
whereas other structural theories have tended to analyze struc­
tures in an abstract and mystifying way.3

Although these two elements do not provide a complete 
Marxist theory of the state, they do provide a new way of 
thinking about the sources of rationality within capitalism. 
Contemporary Marxists have been forced to acknowledge that 
despite its fundamental irrationality, capitalism in the devel­
oped world has shown a remarkable capacity to rationalize 
itself in response to the twin dangers of economic crisis and 
radical working-class movements* Since the present historical 
period again poses for the left the threat of successful capitalist 
rationalization, the understanding of the sources of capitalism’s 
capacity for self-reform is of the utmost political importance. 
The traditional Marxist explanation of capitalist rationality is 
to root it in the consciousness of some sector of the ruling 
class. In this light, capitalist reform reflects the conscious will 
and understanding of some sector of the capitalist class that 
has grasped the magnitude of the problem and proposes a set 
of solutions. The alternative framework being proposed here 
suggests that the capacity of capitalism to rationalize itself is
*By “rationalization” and “capitalist reform,” I am referring primarily to 
the use of the state in new ways to overcome economic contradictions 
and to facilitate the integration of the working class. Rationalization 
must be distinguished from strategies of forcing the working class to bear 
the costs of economic contradictions through dramatic reductions in 
living standards combined with severe political repression.
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the outcome of a conflict among three sets of agents—the 
capitalist class, the managers of the state apparatus, and the 
working class.* Rationalization occurs “behind the backs” of 
each set of actors so that rationality cannot be seen as a func­
tion of the consciousness of one particular group.

This argument and its implications will be traced out 
through a number of steps. First, I intend to show that cri­
tiques of orthodox Marxist theory of the state are flawed by 
their acceptance of the idea of a class-conscious ruling class. 
Second, I argue that there is a basis in Marx’s writing for 
rejecting the idea of a class-conscious ruling class. Third, I 
develop a structural argument that shows that even in the ab­
sence of ruling-class class consciousness, the state managers are 
strongly discouraged from pursuing anti-capitalist policies. 
Fourth, I return to the issue of capitalist rationality and de­
scribe how it grows out of the structured relationship among 
capitalists, workers, and state managers. Finally, I briefly ana­
lyze the implications of this argument for capitalism’s current 
difficulties in the United States.

The Critique o f Instrumentalism
t h e  m a j o r  d e v e l o p m e n t  in the Marxist theory of the state 
in recent years has been the formulation of a critique of instru­
mentalism. A number of writers have characterized the ortho­
dox Marxist view of the state as instrumentalism because it 
views the state as a simple tool or instrument of ruling-class 
purposes. First, it neglects the ideological role of the state. 
The state plays a critical role in maintaining the legitimacy of 
the social order, and this requires that the state appear to be 
neutral in the class struggle. In short, even if the state is an 
instrument of ruling-class purpose, the fact that it must appear

*Each of these categories requires some definition: “Capitalist class” or 
“ruling class” is used to refer to the individuals and families that own or 
control a certain quantity of capital. The cut-off point would vary by 
country or period, and it would necessarily be somewhat arbitrary, but 
the point is to distinguish between small businesses and large capitalist 
firms. The “managers of the state apparatus” include the leading figures 
of both the legislative and executive branches. This includes the highest- 
ranking civil servants, as well as appointed and elected politicians. “Work­
ing class” is being used in the broad sense. It includes most of those who 
sell their labor for wages, unwaged workers, and the unemployed.
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otherwise indicates the need for a more complex framework 
for analyzing state policies. Second, instrumentalism fails to 
recognize that to act in the general interest of capital, the 
state must be able to take actions against the particular inter­
ests of capitalists. Price controls or restrictions on the export 
of capital, for example, might be in the general interest of 
capital in a particular period, even if they temporarily re­
duced the profits of most capitalists. To carry through such 
policies, the state must have more autonomy from direct capi­
talist control than the instrumentalist view would allow.

The critics of instrumentalism propose the idea of the rela­
tive autonomy of the state as an alternative framework. In 
order to serve the general interests of capital, the state must 
have some autonomy from direct ruling-class control. Since 
the concept of the absolute autonomy of the state would be 
un-Marxist and false, the autonomy is clearly relative. How­
ever, the difficulty is in specifying the nature, limits, and de­
terminants of that relative autonomy. Some writers have 
attempted to argue that the degree of autonomy varies histori­
cally, and that “late capitalism” is characterized by the “auton- 
omization of the state apparatus.” But these arguments have an 
ad hoc quality, and they share an analytic problem derived 
from the phrase “relative autonomy from ruling-class control.”

The basic problem in formulations of “relative autonomy” 
is the conceptualization of the ruling class. Relative autonomy 
theories assume that the ruling class will respond effectively to 
the state’s abuse of that autonomy. But for the ruling class to 
be capable of taking such corrective actions, it must have some 
degree of political cohesion, an understanding of its general 
interests, and a high degree of political sophistication. In sum, 
the theory requires that the ruling class, or a portion of it, be 
class-conscious, that is, aware of what is necessary to repro­
duce capitalist social relations in changing historical circum­
stances. Yet if the ruling class or a segment of it is class­
conscious, then the degree of autonomy of the state is clearly 
quite limited. At this point the theory of relative autonomy 
collapses back into a slightly more sophisticated version of 
instrumentalism. State policies continue to be seen as the re­
flection of inputs by a class-conscious ruling class.

The way out of this theoretical bind, the way to formulate
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a critique of instrumentalism that does not collapse, is to 
reject the idea of a class-conscious ruling class. Instead of the 
relative autonomy framework the key idea becomes a division 
of labor between those who accumulate capital and those who 
manage the state apparatus. Those who accumulate capital are 
conscious of their interests as capitalists, but, in general, they 
are not conscious of what is necessary to reproduce the social 
order in changing circumstances. Those who manage the state 
apparatus, however, are forced to concern themselves to a 
greater degree with the reproduction of the social order be­
cause their continued power rests on the maintenance of politi­
cal and economic order. In this framework, the central theo­
retical task is to explain how it is that despite this division of 
labor, the state tends to serve the interests of the capitalist 
class. It is to this task—the elaboration of a structural theory 
of the state—that I will turn after a brief discussion of the 
division of labor between capitalists and state managers.

Division o f Labor
t h e  i d e a  o f  a d i v i s i o n  of labor between non-class- 
conscious capitalists and those who manage the state apparatus 
can be found in Marx’s writings.4 Two factors, however, have 
obscured this aspect of Marx’s thought. First, Marx did not 
spell out the nature of the structural framework in which that 
division of labor operated, although he hinted at the existence 
of such a framework. Second, Marx’s discussion of these issues 
is clouded by his polemical intent to fix responsibility for all 
aspects of bourgeois society on the ruling class. Even when 
Marx recognizes that the ruling class lacks class consciousness, 
he still formulates his argument in such a way as to imply that 
the ruling class as a whole is in conscious control of the situa­
tion. Marx used the idea of a conscious, directive ruling class 
as a polemical shorthand for an elaboration of the structural 
mechanisms through which control over the means of produc­
tion leads to control over other aspects of society.

The tension in Marx’s formulations is clearest in The Eigh­
teenth Brumaire when he is explaining why the bourgeoisie 
supported Louis Napoleon’s coup d’état against the bourgeoi­
sie’s own parliamentary representatives. He writes:

The extra-parliamentary mass of the bourgeoisie, on the
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other hand, by its servility towards the President, by its 
vilification of parliament, by the brutal maltreatment of 
its own press, invited Bonaparte to suppress and annihi­
late its speaking and writing section, its politicians and its 
literati, its platform and its press, in order that it might 
then be able to pursue its private affairs with full confi­
dence in the protection of a strong and unrestricted 
government. It declared unequivocally that it longed to 
get rid of its own political rule in order to get rid of the 
troubles and dangers of ruling.5

The passage suggests a division of labor and a division of inter­
est between the extra-parliamentary mass of the bourgeoisie, 
primarily interested in accumulating profits, and the parliamen­
tary and literary representatives of that class, whose central 
concerns are different. Marx uses the notion of representation 
as a substitute for specifying the structural relationship that 
holds together the division of labor.

In an earlier passage, in a discussion of the petit-bourgeoisie, 
he states what is involved in the idea of representation:

Just as little must one imagine that the democratic repre­
sentatives are all shopkeepers or enthusiastic champions 
of shopkeepers. According to their education and their 
individual position they may be separated from them as 
widely as heaven from earth. What makes them represen­
tatives of the petty bourgeoisie is the fact that in their 
minds they do not go beyond the limits which the latter 
do not go beyond in life, that they are consequently 
driven theoretically to the same tasks and solutions to 
which material interest and social position practically 
drive the latter. This is in general the relationship of the 
political and literary representatives of a class to the class 
that they represent.6

Marx here rejects the simple reductionism so common among 
his followers. For Marx, representation was an objective rela­
tionship—one did not need to be of a class, to be its represen­
tative. And, in fact, representatives and their classes did not 
always see eye to eye, since their different positions could lead 
to different perspectives. In sum, representatives are not typi­
cal members of their classes, and it is a mistake to attribute to 
the class as a whole, the consciousness that parliamentary or 
literary representatives display.
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Marx’s idea of representation suggests the general structural 
links between the capitalists and those who manage the state 
apparatus. Marx recognized that those in the state apparatus 
tended to have a broader view of society than the capitalists, 
although their view is still far short of a general understanding 
of what is necessary to reproduce the social order. After all, 
the state managers’ preoccupation with the struggle for politi­
cal power distorts their understanding. This is the source of the 
“parliamentary cretinism” that made Louis Napoleon a better 
defender of the bourgeoisie’s interests than that class’s own 
representatives. But if neither the ruling class nor its repre­
sentatives know what is necessary to preserve and reproduce 
capitalist social relations, why then does the state tend to do 
just that? The answer is that such policies emerge out of the 
structural relationships among state managers, capitalists, and 
workers.

Subsidiary Structural Mechanisms
w h e n  Ma r x i s t s  p u t  f o r w a r d  a radical critique of instru­
mentalist views of the state, they usually do so to justify re­
formist socialist politics. When one argues that the ruling class 
is diffused, lacks class consciousness and political sophistica­
tion, it seems to follow that if socialists could gain control of 
the levers of the existing state, they would be able to use the 
state to effect the transition to socialism. The logic is impec­
cable— if the state is not inherently a tool of the ruling class, 
then it can be turned into a tool of the working class. This 
reformist view shares with instrumentalism a personalistic re- 
ductionism—either the ruling class controls the state person­
ally and directly or it does not control it at all, in which case 
the state can be used for other purposes. Neither view recog­
nizes the structural mechanisms that make the state serve capi­
talist ends regardless of whether capitalists intervene directly 
and consciously. However, once these mechanisms are under­
stood, it is possible to construct a critique of socialist reform­
ism that is far more powerful than the critiques derived from 
the instrumentalist tradition.

Before considering the major structural mechanisms, it is 
necessary to consider a number of subsidiary mechanisms. The 
first of these includes all the techniques by which members of
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the ruling class are able to influence the state apparatus di­
rectly. Even though the members of the ruling class lack class 
consciousness, they are acutely aware of their immediate inter­
ests as capitalists and of the impact of the state on those inter­
ests. Capitalists, individually and in groups, apply pressure on 
the state for certain kinds of lucrative contracts, for state 
spending in certain areas, for legislative action in their favor, 
for tax relief, for more effective action to control the labor 
f orce, and so on. Needless to say, the pursuit of these various 
interests does not add up to policies in the general interest of 
capital. Even in the area of control of the labor force, where 
ihe common interest among capitalists is strongest, the poli­
cies that the capitalists demand might not even he in their own 
long-term best interest. Nevertheless, capitalists attempt to 
assure responsiveness by the state through various means, in­
cluding campaign contributions, lobbying activities, and favors 
to politicians and civil servants. While these techniques are 
primarily used for increasing the state’s receptivity to the 
special interests of particular capitalists or groups of capital­
ists, the overall effect of this proliferation of influence chan­
nels is to make those who run the state more likely to reject 
modes of thought and behavior that conflict with the logic of 
capitalism.

Included in the category of influence channels is the recruit­
ment of ruling-class members into government service, and in 
recent years, into participation in various private policy-making 
groups that have a powerful impact on the formulation of gov­
ernment policies. Instrumentalists tend to see such individuals 
as typical members of their class, and their impact on the state 
is viewed as the heart of capitalist class rule. In the perspective 
being advanced here, this direct ruling-class participation in 
policy formation is viewed differently. For one thing, ruling- 
class members who devote substantial energy to policy forma­
tion become atypical of their class, since they are forced to 
look at the world from the perspective of state managers. They 
arc quite likely to diverge ideologically from politically un­
engaged ruling-class opinion. More important, even if there 
were no politically engaged ruling-class members, there is still 
every reason to believe that the state and policy-making groups 
would advance policies that are in the interests of the ruling
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class. Marx’s formulation cited earlier makes clear that one 
does not need to be of the ruling class to “represent” it politi­
cally; when there are no ruling-class individuals around, indi­
viduals from other social classes will eagerly fill the role of 
ruling-class ‘ ‘representatives.’ ’

All of the techniques of ruling-class influence, including 
direct participation, constitute a structural mechanism of sub­
sidiary importance. The influence channels make it less likely 
that state managers will formulate policies that conflict directly 
with the interests of capitalists. But it is a subsidiary mecha­
nism because, even in the absence of these influence channels, 
other structural mechanisms make it extremely difficult for 
the state managers to carry through anti-capitalist policies. 
While instrumentalists argue that influence is the core of ruling- 
class control of the state, it is really more like the icing on the 
cake of class rule.

The same cannot be said of a second subsidiary mechanism — 
bourgeois cultural hegemony. The relevant aspect of cultural 
hegemony is the widespread acceptance of certain unwritten 
rules about what is and what is not legitimate state activity. 
While these rules change over time, a government that violates 
the unwritten rules of a particular period would stand to lose 
a good deal of its popular support. This acts as a powerful con­
straint in discouraging certain types of state action that might 
conflict with the interests of capital. However, simply invoking 
the existence of bourgeois cultural hegemony begs the prob­
lem of explaining how that hegemony is generated. Here, too, 
there must be specific structural mechanisms that operate to 
make “the ruling ideas” consistent with class rule. However, 
the task of explaining these structural mechanisms is beyond 
the scope of this essay.

Major Structural Mechanisms
A VIABLE STRUCTURAL THEORY of t he  State m u s t  do tWO
separate things. It must elaborate the structural constraints 
that operate to reduce the likelihood that state managers will 
act against the general interests of capitalists. An understand­
ing of these constraints is particularly important for analyzing 
the obstacles to reformist socialist strategies. But a structural
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theory must also explain the tendency of state managers to 
pursue policies that are in the general interests of capital. It is 
not sufficient to explain why the state avoids anti-capitalist 
policies; it is necessary to explain why the state has served to 
rationalize capitalism. Once one rejects the idea of ruling-class 
class consciousness, one needs to provide an alternative expla­
nation of efforts at rationalization.

Both tendencies can be derived from the fact that those 
who manage the state apparatus—regardless of their own 
political ideology—are dependent on the maintenance of 
some reasonable level of economic activity. This is true for two 
reasons. First, the capacity of the state to finance itself through 
taxation or borrowing depends on the state of the economy. If 
economic activity is in decline, the state will have difficulty 
maintaining its revenues at an adequate level. Second, public 
support for a regime will decline sharply if the regime presides 
over a serious drop in the level of economic activity, with a 
parallel rise in unemployment and shortages of key goods. 
Such a drop in support increases the likelihood that the state 
managers will be removed from power one way or another. 
And even if the drop is not that dramatic, it will increase the 
challenges to the regime and decrease the regime’s political 
ability to take effective actions.

In a capitalist economy the level of economic activity is 
largely determined by the private investment decisions of capi­
talists. This means that capitalists, in their collective role as 
investors, have a veto over state policies in that their failure to 
invest at adequate levels can create major political problems 
lor the state managers. This discourages state managers from 
taking actions that might seriously decrease the rate of invest­
ment. It also means that state managers have a direct interest 
m using their power to facilitate investment, since their own 
continued power rests on a healthy economy. There will be a 
tendency for state agencies to orient their various programs 
toward the goal of facilitating and encouraging private invest­
ment. In doing so, the state managers address the problem of 
investment from a broader perspective than that of the indi­
vidual capitalist. This increases the likelihood that such poli­
cies will be in the general interest of capital.
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Constraints on State Policies
t h i s  is, o f  c o u r s e , too simple. Both sides of the picture — 
constraints and rationalization—must be filled out in greater 
detail to make this approach convincing. One problem, in par­
ticular, stands out— if capitalists have a veto over state poli­
cies, isn’t this simply another version of instrumentalism? The 
answer to this question lies in a more careful analysis of the 
determinants of investment decisions. The most useful concept 
is the idea of business confidence. Individual capitalists decide 
on their rate of investment in a particular country on the basis 
of a variety of specific variables such as the price of labor and 
the size of the market for a specific product. But there is also 
an intangible variable— the capitalist’s evaluation of the gen­
eral political/economic climate. Is the society stable; is the 
working class under control; are taxes likely to rise; do govern­
ment agencies interfere with business freedom; will the econ­
omy grow? These kinds of considerations are critical to the 
investment decisions of each firm. The sum of all of these 
evaluations across a national economy can be termed the level 
of business confidence. As the level of business confidence de­
clines, so will the rate of investment. Business confidence also 
has an international dimension when nations are integrated 
into a capitalist world economy. Multinational corporations, 
international bankers, and currency speculators also make 
judgments about a particular nation’s political/economic cli­
mate which determine their willingness to invest in assets in 
that nation. This, in turn, will affect the internal level of busi­
ness confidence and the rate of productive investment.

Business confidence is, however, very different from “ruling- 
class consciousness.” Business confidence is based on an evalua­
tion of the market that considers political events only as they 
might impinge on the market. This means that it is rooted in 
the narrow self-interest of the individual capitalist who is 
worried about profit. Business confidence, especially because 
of its critical international component, does not make subtle 
evaluations as to whether a regime is serving the long-term 
interests of capital. When there is political turmoil and popular 
mobilization, business confidence will fall, and it will rise 
when there is a restoration of order, no matter how brutal.
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It was business confidence that responded so favorably to 
Louis Napoleon’s coup d’état, because he promised to restore 
the conditions for business as usual, despite negative implica­
tions for the political rights of the bourgeoisie. The crudeness 
of business confidence makes capitalism peculiarly vulnerable 
to authoritarian regimes that are capable of acting against the 
general interests of capital.*

fhe dynamic of business confidence as a constraint on the 
managers of the state apparatus can be grasped by tracing out 
a scenario of what happens when left-of-center governments 
come to power through parliamentary means and attempt to 
push through major reforms. The scenario distills a number of 
i wentieth-century experiences including that of Chile under 
Allende. From the moment that the left wins the election, 
business confidence declines. The most important manifesta­
tion of this decline is an increase in speculation against the 
nation’s currency. Reformist governments are always under 
suspicion that they will pursue inflationary policies; a higher 
rate of inflation means that the international value of the 
nation’s currency will fall. Speculators begin to discount the 
currency for the expected inflation as soon as possible.

This association between reformist governments and infla­
tion is not arbitrary. Reformist policies—higher levels of em­
ployment, redistribution of income toward the poor, improved 
social services— directly or indirectly lead to a shift of income 
Irom profits toward the working class. Businesses attempt to 
resist such a shift by raising prices so that profit levels will not 
be reduced. In short, price inflation in this context is a market 
response to policies that tend to benefit the working class. The 
reformist government, faced with the initial speculative assault 
on its currency, has two choices. It can reassure the inter­
national and domestic business community, making clear its 
intention to pursue orthodox economic policies. Or, it can

* It is beyond the scope of this essay to explore the dynamics of authori­
tarian rule in capitalist societies. However, it is important to give some 
content to the familiar Marxist thesis that authoritarian rule is a second- 
best solution for capitalism, as compared to parliamentarism, and is only 
resorted to when the threat of revolution is serious. Part of the answer is 
that authoritarian regimes are less reliable in serving the general interests 
of capital because the structural mechanisms described here do not oper­
ate in the same way in the absence of parliamentarism.
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forge ahead with its reform program. If it pursues the latter 
course, an increased rate of inflation and an eventual inter­
national monetary crisis is likely.

The international crisis results from the combination of con­
tinued speculative pressure against the currency and several 
new factors. Domestic inflation is likely to affect the nation’s 
balance of trade adversely, leading to a real deterioration in 
the nation’s balance-of-payments account. In addition, infla­
tion and loss of confidence in the currency leads to the flight 
of foreign and domestic capital and increased foreign reluc­
tance to lend money to the afflicted nation. The initial specula­
tive pressure against the currency could be tolerated; the erup­
tion of an acute international monetary crisis requires some 
kind of dramatic response. The government may renounce its 
reformism or cede power to a more “responsible” administra­
tion.

But if the government is committed to defending its pro­
grams, it will have to act to insulate its economy from the 
pressures of the international market by imposing some com­
bination of price controls, import controls, and exchange 
controls.

Escalation in the government’s attempt to control the mar­
ket sets off a new chain of events. These new controls involve 
threats to individual capitalists. Price controls mean that firms 
lose the ability to manipulate one of the major determinants 
of profit levels. Import controls mean that a firm may no 
longer be able to import goods critical to its business. Ex­
change controls mean that firms and individuals no longer are 
able to move their assets freely to secure international havens. 
The fact that assets are locked into a rapidly inflating currency 
poses the possibility that large fortunes will be lost.

These are the ingredients for a sharp decline in domestic 
business confidence. Why should business owners continue 
to invest if they must operate in an environment in which 
the government violates the fundamental rules of a market 
economy?

A sharp decline in business confidence leads to a parallel 
economic downturn. High rates of unemployment coexist 
with annoying shortages of critical commodities. The popu­
larity of the regime falls precipitously. The only alternative to
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»-iipiiillation — eliminating controls and initial reforms — is 
slurp forward movement to socialize the economy. The govern­
ment could put people back to work and relieve the shortages 
by taking over private firms. However, the political basis for 
this kind of action does not exist, even where the leaders of 
the government are rhetorically committed to the goal of 
socialism. Generally, the reformist government has not pre­
pared its electoral supporters for extreme action; its entire 
program has been based on the promise of a gradual transition. 
I'uriher, the government leaders themselves become immersed 
m i he political culture of the state apparatus, militating against 
a sharp break with the status quo.

The outcome of this impasse is tragically familiar. The 
government either falls from power through standard parlia­
mentary means—loss of an election, defection of some of its 
parliamentary support— or it is removed militarily. Military 
actions that violate constitutionality meet formidable obstacles 
m liberal capitalist nations, but when economic chaos severely 
diminishes the legitimacy of a regime, the chances of a military 
c oup are enhenced. When the military intervenes, it does not 
do so as a tool of the ruling class. It acts according to its own 
ideas of the need to restore political order and in its own inter­
est. Naturally, the removal of the reformist government leads 
to a rapid revival of business confidence simply because order 
has been restored. However, it should be stressed that this 
revival of business confidence might not be sustained, since 
there can be substantial conflicts between the interests of the 
military and the capitalists.

The key point in elaborating this scenario is that the chain 
of events can unfold without any members of the ruling class 
consciously deciding to act “politically” against the regime in 
power. Of course, such a scenario is usually filled out with a 
great deal of editorializing against the regime in the bourgeois 
press, much grumbling among the upper classes, and even some 
conspiratorial activity. But the point is that conspiracies to 
destabilize the regime are basically superfluous, since decisions 
made by individual capitalists according to their own narrow 
economic rationality are sufficient to paralyze the regime, 
c reating a situation where the regime’s fall is the only possi­
bility.
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Rationalization
t h e  d y n a m i c  o f  business confidence helps explain why gov­
ernments are constrained from pursuing anti-capitalist policies. 
It remains to be explained why governments tend to act in the 
general interests of capital. Part of the answer has already been 
suggested. Since state managers are so dependent upon the 
workings of the investment accumulation process, it is natural 
that they will use whatever resources are available to aid that 
process. In administering a welfare program, for example, they 
will organize it to aid the accumulation process, perhaps by 
ensuring certain industries a supply of cheap labor. Unlike the 
individual capitalist, the state managers do not have to operate 
on the basis of a narrow profit-maximizing rationality. They 
are capable of intervening in the economy on the basis of a 
more general rationality. In short, their structural position 
gives the state managers both the interest and the capacity to 
aid the investment accumulation process.

There is one major difficulty in this formulation—the prob­
lem of explaining the dynamic through which reforms that in­
crease the rationality of capitalism come about. Almost all of 
these reforms involve an extension of the state’s role in the 
economy and society, either in a regulatory capacity or in the 
provision of services. The difficulty is that business confidence 
has been depicted as so short-sighted that it is likely to decline 
in the face of most efforts to extend the state’s role domesti­
cally, since such efforts threaten to restrict the freedom of 
individual capitalists and/or increase the tax burden on capital­
ists. If the state is unwilling to risk a decline in business confi­
dence, how is it then that the state’s role has expanded inexor­
ably throughout the twentieth century?

Most theorists escape this problem by rejecting the idea that 
the capitalists are as short-sighted as the idea of business con­
fidence suggests. Even if many members of the class share the 
retrograde notions implicit in the idea of business confidence, 
there is supposed to be a substantial segment of the class that 
is forward-looking and recognizes the value of extending the 
state’s power. Theorists of corporate liberalism have attempted 
to trace many of the major extensions of state power in twen­
tieth-century America to the influence of such forward-looking
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members of the ruling class. However, the position of these 
theorists ultimately requires an attribution of a high level of 
consciousness and understanding to the ruling class or a seg­
ment of it, and assumes an instrumental view of the state 
where state policies can be reduced to the input of certain 
n 11 mg-class factions.7

There is, however, an alternative line of argument, consis­
tent with the view of the ruling class and the state that has 
been advanced in this paper. It depends on the existence of 
•mother structural mechanism—class struggle. Whatever the 
i ole of class struggle in advancing the development of revolu­
tionary consciousness, class struggle between proletariat and 
ruling class in Marx’s view has another important function. It 
pushes forward the development of capitalism—speeding the 
piocess by which capitalism advances the development of the 
productive forces. This is conservative in the short term, but 
progressive in the long term; it brings closer the time when 
c apitalism will exhaust its capacity to develop the productive 
lories and will be ripe for overthrow. Class struggle produces 
this result most clearly in conflict over wages. When workers 
air able to win wage gains, they increase the pressure on the 
capitalists to find ways to substitute machines for people. As 
Marx described the cycle, wage gains are followed by an in­
tense period of mechanization as employers attempt to in- 
ctrase the rate of exploitation; the consequence is an increase 
in the size of the industrial reserve army, as machines replace 
workers. This, in turn, diminishes the capacity of workers to 
win wage gains, until the economic boom again creates a labor 
shortage. While this description applies particularly to com­
petitive capitalism, the point is that workers’ struggles — in 
Marx’s theory—play an important role in speeding the pace 
o! technological innovations. Class struggle is responsible for 
much of the economic dynamism o f capitalism.

This pattern goes beyond the struggle over wages. From the 
beginning of capitalism, workers have struggled to improve 
their living conditions, which also means upgrading their poten­
tial as a labor force. For example, unbridled early capitalism, 
through child labor and horrendously long working days, 
threatened to destroy the capacity of the working class to 
reproduce itself—an outcome not in the long-term interests
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of capitalists. So working people’s struggles against child labor, 
against incredibly low standards of public health and housing, 
and for the shorter day, made it possible for the class to repro­
duce itself, providing capitalism a new generation of laborers. 
In each historical period, the working class struggles to repro­
duce itself at a higher level of existence. Workers have played 
an important role, for example, in demanding increased public 
education. Public education, in turn, helped create the edu­
cated labor pool that developing capitalism required. Obvi­
ously, not every working-class demand contributes to the ad­
vance of capitalism, but it is foolish to ignore this dimension 
of class struggle.

In its struggles to protect itself from the ravages of a market 
economy, the working class has played a key role in the steady 
expansion of the state’s role in capitalist societies. Pressures 
from the working class have contributed to the expansion of 
the state’s role in the regulation of the economy and in the 
provision of services. The working class has not been the only 
force behind the expansion of the state’s role in these areas. 
Examples can be cited of capitalists who have supported an 
expansion of the state’s role into a certain area either because 
of narrow self-interest—access to government contracts, or 
because government regulation would hamper competitors — 
or because of some far-sighted recognition of the need to 
co-opt the working class. However, the major impetus for the 
extension of the state’s role has come from the working class 
and from the managers of the state apparatus, whose own 
powers expand with a growing state.

Once working-class pressures succeed in extending the state’s 
role, another dynamic begins to work. Those who manage the 
state apparatus have an interest in using the state’s resources 
to facilitate a smooth flow of investment. There will be a ten­
dency to use the state’s extended role for the same ends. The 
capacity of the state to impose greater rationality on capital­
ism is extended into new areas as a result of working-class pres­
sures. Working-class pressures, for example, might lead to an 
expansion of educational resources available for the working 
class, but there is every likelihood that the content of the edu­
cation will be geared to the needs of accumulation— the pro­
duction of a docile work force at an appropriate level of skill.
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< >r similarly, working-class pressures might force the govern­
ment to intervene in the free market to produce higher levels 
o! employment, but the government will use its expanded 
powers of intervention to aid the accumulation process more 
generally.

This pattern is not a smoothly working functional process, 
.i I ways producing the same result. First, working-class move­
ments have often been aware of the danger of making demands 
that will ultimately strengthen a state they perceive as hostile, 
l ot precisely this reason, socialist movements have often 
demanded that expanded social services be placed under 
working-class control. However, working-class demands are 
tardy granted in their original form. Often, the more radical 
elements of the movement are repressed at the same time that 
concessions are made. Second, there can be a serious time lag 
bel ween granting concessions to the working class and dis­
covering ways that the extension of the state’s power can be 
used to aid the accumulation process. There might, in fact, be 
u ml inning tensions in a government program between its in te­
ntative intent and its role in the accumulation process. Finally, 
some concessions to working-class pressure might have no 
potential benefits for accumulation and might simply place 
si t ains on the private economy. If these strains are immediate, 
one could expect serious efforts to revoke or neutralize the 
tel onus. If the strains occur over the long term, then capital­
ism l aces severe problems because it becomes increasingly diffi- 
t nil to roll back concessions that have stood for some time.*

These points suggest that the tendency for class struggle to 
rationalize capitalism occurs with a great deal of friction and 
with the continuous possiblity of other outcomes. Neverthe­
less, the tendency does exist because of the particular interests 
n! the state managers. Where there is strong popular pressure 
lot an expansion of social services or increased regulation of 
markets, the state managers must weigh three factors. First, 
they do not want to damage business confidence, which gener­
ally responds unfavorably to an expansion of the government’s

* A n obvious example here is the commitment to maintaining “full em­
ployment.” This was a concession granted to the working class in the 
ahrrmath of the Great Depression, but it has proved increasingly costly 
lor I he developed capitalist nations.
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role in providing social services or in regulating the market. 
Second, they do not want class antagonisms to escalate to a 
level that would endanger their own rule. Third, they recog­
nize that their own power and resources will grow if the state’s 
role is expanded. If the state managers decide to respond to 
pressure with concessions,* they are likely to shape their con­
cessions in a manner that will least offend business confidence 
and will most expand their own power. These two constraints 
increase the likelihood that the concessions will ultimately 
serve to rationalize capitalism.

Major Reforms
t h i s  a r g u m e n t  s u g g e s t s  that while some concessions will 
be made to the working class, the threat of a decline in busi­
ness confidence will block major efforts to rationalize capital­
ism. Since business confidence is shortsighted, it will oppose 
even pro-capitalist reform programs if such programs promise 
a major increase in taxes or a major increase in the govern­
ment’s capacity to regulate markets. This leaves the problem 
of explaining the dramatic increases in the state’s role that 
have occurred in all developed capitalist nations during the 
course of this century. The explanation is that there are cer­
tain periods— during wartime, major depressions, and periods 
of postwar reconstruction—in which the decline of business 
confidence as a veto on government policies doesn’t work. 
These are the periods in which dramatic increases in the state’s 
role have occurred.

In wars that require major mobilizations, business confi­
dence loses its sting for several reasons. First, international 
business confidence becomes less important, since international 
capital flows tend to be placed under government control. 
Second, private investment becomes secondary to military pro­
duction in maintaining high levels of economic activity. Third, 
in the general patriotic climate, it would be dangerous for the 
business community to disrupt the economy through negative

*They also have the option of responding to pressures through severe
repression. The choice between concessions and repression is made by
the state managers on the basis of their perceptions of the general en­
vironment and their political orientations.
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priions * The result is that state managers have the opportu­
nity to expand their own power with the unassailable justifica­
tion that such actions are necessary for the war effort. Some 
ul these wartime measures will be rolled back once peace 
let in ns, but some will become part of the landscape.

In serious depressions and postwar reconstruction periods, 
the dynamics are somewhat different. Low levels of economic 
ai tivity mean that the threat of declining business confidence 
loses ns power, at the same time that popular demands for 
rt onomic revival are strong. In such periods, the state man- 
agcis can pay less attention to business opinion and can con- 
imliate on responding to the popular pressure, while acting 
lo expand their own power. However, there are still constraints 
on ilie state managers. Their continued rule depends on their 
i iipaciiy to revive the economy. As government actions prove 
ellci live in reducing unemployment, redistributing income, or 
expanding output, the political balance shifts. Pressure from 
below is likely to diminish; business confidence re-emerges 
as a lorcc once economic recovery begins. In short, success- 
lul rclorms will tils the balance of power back to a point 
where capitalists regain theirveto over extensions of the state’s 
loir

The increased capacity of state managers to intervene in the 
mummy during these periods does not automatically rational­
ize capitalism. State managers can make all kinds of mistakes, 
Including excessive concessions to the working class. State 
managers have no special knowledge of what is necessary to 
make capitalism more rational; they grope toward effective 
actum as best they can within existing political constraints and

# I In*sc arguments all assume that some significant degree of national 
mobilization has occurred. In this sense, the business confidence veto was 
fat «monger during Vietnam than during Korea. (In fact, it can be argued 
dial die Johnson administration’s desire to continue escalating in Viet­
nam run afoul of declining business confidence.) In some cases, the busi- 
ill*** community’s lack of enthusiasm for a war can prevent mobilization 
effort* from getting off the ground in time. This was clearly an element 
In the F rench collapse during World War II. But how does business confi­
dence evaluate wars? I would suggest that the answer lies in terms of 
•In n i term considerations rather than an evaluation of the nation’s long- 
♦fim international position. In conditions of weak demand, the outbreak 
id major wars generally leads to a decline in business confidence.
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with available economic theories* The point is simply that 
rationalization can emerge as a by-product of state managers’ 
dual interest in expanding their own power and in assuring a 
reasonable level of economic activity. The more power the 
state possesses to intervene in the capitalist economy, the 
greater the likelihood that effective actions can be taken to 
facilitate investment.

Not every extension of state power will survive beyond 
those periods in which state managers have special opportuni­
ties to expand the state’s role. After a war, depression, or 
period of reconstruction, the business community is likely to 
campaign for a restoration of the status quo ante. State man­
agers in these new periods will be forced to make some conces­
sions to the business community in order to avert a decline in 
business confidence. However, the state managers also want to 
avoid the elimination of certain reforms important for the 
stabilization of the economy and the integration of the work­
ing class. Self-interest also leads them to resist a complete 
elimination of the state’s expanded powers. The consequence 
is a selection process by which state managers abandon certain 
reforms while retaining others. In this process, reforms that 
are most beneficial for capitalism will be retained, while 
those whose effects are more questionable will be eliminated.t 
Again, the ultimate outcome is determined by intense political 
struggle.

Conclusion
t h e  p u r p o s e  o f  t h i s  e s say  has been to argue that a viable 
Marxist theory of the state depends on the rejection of the 
idea of a conscious, politically directive, ruling class. By re­

t i n s  was the case with the New Deal. The Roosevelt administration 
simply stumbled on some of the elements necessary for a rationalization 
of the economy. The open-ended nature of the process is indicated by 
the fact that full recovery was not achieved until the mobilization for 
World War II.
tT his kind of selection process was carried out by the Conservative gov­
ernment that came to power in Britain in 1951 after Labour had presided 
over postwar reconstruction. The dangers involved in the selection proc­
ess are indicated by the fact that Britain’s long-term prospects as a capi­
talist nation might have been improved by the retention of more of the 
Labour reforms.
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Miming to Marx’s suggestions that the historical process un- 
I*»lils “behind the backs” of the actors (including the ruling- 
ihtss .mors), it is possible to locate the structural mechanisms 
flint shape the workings of the capitalist state. These mecha­
nisms operate independently of any political consciousness on 
the part of the ruling class. Instead, capitalist rationality 
iimages out of the three-sided relationship among capitalists, 
w«m Uers, and state managers. The structural position of state 
managers forces them to achieve some consciousness of what 
in nec essary to maintain the viability of the social order. It is 
I his consciousness that explains both the reluctance of state 
managers to offend business confidence, and their capacity to 
laiiouali/c a capitalist society. However, the fact of conscious­
ness does not imply control over the historical process. State 
managers are able to act only in the terrain that is marked out 
by I he intersection of two factors—the intensity of class 
M niggle and the level of economic activity.

This framework has implications for a wide range of theo- 
MMic nl and political questions. One of the most critical of 
llirse concerns capitalism’s capacity to overcome its current 
mom unie difficulties. Analysts on the left have predicted that 
flic forward-looking segment of the American ruling class will 
hvor a further extension of the state’s role in regulating the 
economy as a means to solve the problems of stagflation.8 
this perspective exaggerates the capacity of capitalism to re­
foi m itself in “normal” periods, and is unable to account, for 
cutmple, for the inability of British capitalism to rationalize 
Hm*I! (luring the long period of decline since the nineteen­
th  les The framework developed here predicts that while the 
working class and the state managers themselves might favor 
Mil expansion of state intervention, business confidence will 
fllei lively veto such changes. It is therefore quite possible that 
file American economy will continue in its present state of 
i t Uin for many years to come.

H it I' it i< i: n c: e s

I lfnr two surveys of recent Marxist work on the state — one polemical 
Mini lhe other dispassionate— see Alan Wolfe, “New Directions in the 
Mar Hi n t  'theory of Politics,” Politics and Society, vol. 4, no. 2 (1974), 
Mild David Gold, Clarence Y. H. Lo, and Erik Olin Wright, “Recent



28 F R E D  B L O C K

Developments in Marxist Theories of the Capitalist State,” parts 1 and 
2, M onthly Review, October and November 1975.

2 For critiques of such interpretations of Watergate, see Steve Weissman, 
“Cowboys and Crooks,” in Steve Weissman, ed., Big B rother and the 
Holding Company: The World behind Watergate (Palo Alto, Calif.: 
Ramparts Press, 1974), pp. 297-310; and Stephen Johnson, “How the 
West Was Won: Last Shootout for the Yankee-Cowboy Theory,” Insur­
gent Sociologist, Winter 1975, pp. 61-93.

3 My analysis has been influenced by the arguments of Nicos Poulantzas, 
particularly in his “Problems of the Capitalist State,” New Left R e­
view 58 (November-December 1969). However, my analysis differs 
from Poulantzas’ in two important respects. He tends to attribute con­
sciousness to particular fractions of the ruling class and he fails to 
explain adequately the mechanisms by which the state is structurally a 
capitalist state. In this regard, my position is closer to that of Claus 
Offe in a number of articles, including “Structural Problems o f the 
Capitalist State,” in Klaus von Beyme, ed., German Political Studies 
(Beverly Hills, Calif.: Sage Publications, 1976); and Claus Offe and 
Volker Ronge, “Theses on the Theory of the State,” New German 
Critique 6 (Fall 1975).

4 In The German Ideology, Marx and Engels talk about a division of 
labor and of interests between capitalists and the producers of bour­
geois ideology: “ . . . so that inside this class one part appears as the 
thinkers of the class (its active, conceptive ideologists, who make the 
perfection of the illusion of the class about itself their chief source of 
livelihood), while the others’ attitude to these ideas and illusions is 
more passive and receptive, because they are in reality the active mem­
bers of this class and have less time to make up illusions and ideas 
about themselves.” In Robert C. Tucker, ed., The Marx-En gels Reader 
(New York: Norton, 1971), pp. 136-37. This suggests an analogous 
division of labor between capitalists and state managers. In both cases, 
however, treating ideologists or state managers as part of the ruling 
class violates the idea that class is determined by one’s relation to the 
means of production. In short, Marx and Engels in this passage are 
using the notion of the ruling class in a polemical sense.

5 “The Eighteenth Brumaire,” in ibid., p. 502.
6 Ibid., p. 502.
7 For a critique of corporate liberal theory, see Fred Block, “Beyond 

Corporate Liberalism,” Social Problems, forthcoming.
8 See, for example, Stanley Aronowitz, “Modernizing Capitalism,” Social 

Policy, May-June 1975; and James Crotty and Raford Boddy, “Who 
Will Plan the Planned Economy?” The Progressive, February 1975. 
Such analyses tend to assume that the contradictions of advanced 
capitalism can be solved or effectively eased through state action. The 
possibility exists that this is not the case. While it is virtually im­
possible to reach a conclusion on that issue, one can debate whether 
such expanded state intervention will even be attempted.


