
they therefore had to revise downward the path of their desired cap-
ital stock” (p. 40). 

The Productivity Panacea
Faced with a growth slowdown, economists often point to increasing

productivity as the panacea. Manufacturing is generally conceived as
the engine for a capitalist economy, because it is expected to operate
as the inner mechanism for the self-expansion of the system. This is
how it is supposed to work: (1) Improvements in technology and/or
increased intensity of labor produce ever-growing labor productivity.
(2) The resulting surplus accruing to capital is used to reduce prices
and/or increase wages. (3) Either measure leads to increased
demand. (4) The increased demand is a stimulus for profit-seeking
capital to expand production. 

So much for the standard doctrine. What actually happened
between 1980 and 2000 fits none of this. Chart 3 is an index of manu-
facturing productivity (output per hour) compared to an index of
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Chart 2: Ten-year Moving Average of Percent Capacity
Utilization in Manufacturing. 

Source: calculated from Table B-54 in the Economic Report of the President, 2002.
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