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Ghapher Four

'Mis YE0RY GP CAPTIALISY BREARDOWN.

I. Thﬂ Thnﬂry of Eannunin E#olutiun

Harx g t.haur;.' nf ca.p;.talis’c- brenkdam ia the thraef‘oli
prcduut of his historionl pathod, hls eeummiu thesry and hia
unainlng. The materialinsk eonception of history, the theory of
valus, and the theory of the clazs struggle alike pelnt to the
breakdown of the capitulis’b qa,tom and to itu replacement by acsial-
im- The Harxil.n thnury of sooncumle a'mlu'biou, while not the firast
of 1ts kind, as i: zometines suggestad. nﬁﬂrthuleu breaks deolsive-
1y with the unhistorisal tradition nf elexsiond pnli.tioal 2q0BoKY +

Both Smitk end Rieardo mee possibilities Qf ghenge within
capitalist duwlnpmn’c-. Both @lstinguish between tho. ht.ck'nrd;..
primitiva, hupting stege and the pdvanced, napittl-anumuls.ting
etage of thg pame oapitallat u;.rztnm;l but thi: distinotion marka
uni;r perieds a..f.dmlopmnt ﬂ.f the cepitalist system, regerddd xo

the eternel; nn-turnl Porm of prndunti’én.' In this qnnuptiﬁp;_

'aa.pituli-m way clmnge over Lime; ‘nut it 1s mwr born, and never dles.

Ay Thae Gnm&npt of Evolutlon before Mo.rx

The nulu‘biemry‘ apprnu.uh te auonm‘.‘.u, the aamq}t of
transition from ooe uamnin :;.fstam tn nm::ther, as wall &g of ohange
within a given lyntn_an, g mont uloml‘y idu‘nt‘ifiud with the work of

Narxe . Yot Marx s preceded By = gariss of writers who diasented

1. Smith, Wealth of Wations, Bk« I, Ch. 13 Ricardo, Pringiples,
. ch. 5'1'
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-frum the unhistnrianl apprnaah of ela:siunl traditinn-

The ground-

work iu the historleal methed in tha ttudy of acolal 1nutitutiﬂnm

ha.a hean anud ta '.'.ha Freueh RBTulutiun :.nd to the Induttria.l
2 .

Rnwlution in En,glmd

In France, thin npprmah grew out of the work of ﬂnnﬂuruat
{1745-94}. who durelaped the theory of stegea of hiztorieal dov&lnp-

mant, apd the uannupt nf hiuturr a9 belng of the mapces rnthar than

of individunlss of ga int=Bimon (1760-3825), nho struased naturnl laws

qf hin‘huriul devalopment, anﬂ, 'I:hn annnnmic fnunﬂatinn and aluu re-

- htium Al dtttinguiuhin,g i‘aaturu uf dif forent historiul apuahu

and of Siemondi {1’?1‘5-1342}, who prantdad Merx with the dootrines of .
soonomic prugrﬂu. u_,nd of historical d-nglepmnt ez the devslopumant
6f the foroee of pruﬂuﬂtinnoa

| In England, the evolutlonary approach %o eecnomigts ap-
pears in the work of Sir James Steuart (1712=80), waose Ristorioal . -
fnypetigations 1isked politigel snd scoial ohanges with economio
dtvﬂlopmaut; and of tha Envtrtuﬂ Riebard Jones {ITQD-IBBE], wio
dmluped the nanu»ﬁpt-s of tho pecessery seguonce of trmaitnr;r ‘mhagen

uf enonun*a domlapmmn:. of the hipgtorlieal charscter of eil aconomiu

laws, and of the hixtnrionlly detaraining . rﬁla of the euonomia ptrua- -

4
twre.

B Hﬂﬂryk Gromsmem, “Ths Evolutionirt Envult a;:iust Cluzsionl Eun—'
nomice. I. In France -~ Condorcet, Saint-8imon, Simonds de Slewondi, W
Journal uf Pnliuinnl Euunnqg} Vol. IL, Hos 5,{0utubar 194%), 3844

5- Ihid-- Il 555-951

4. Ihid4, II. "In England -= Japes Steunrt, Riuhard Jones, Earl Hnrx.
Jourael of Politioel Booumomy, YolsEIivNo. 6, (Deoenmber 1943}, 60T=15.

Marx praises Jones upauially for his baing the firet English economist
‘mince Steuart with a "sense for the hiatorioal diffarencds in formn of

production.” {Thﬂorion door dﬂn Mehrwert, III, 450. }
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3. The Marxian Theory of Ero'lut;inu

Hnrm derelops the connnptn af ovblutinu, and of aaonnmic
forma ag hiuturioal atngaa of deralnpmnﬂt whioh hnd boan alraadj
Iﬁrkﬂd aut by hiu yredaeeaanrs. uynthusi:ﬁs tham with elamantu uf the

dialautiqal mathnd of Hagal mnd his own hiuturiunl nnd 'nanpmiu

thﬂurioa, to prenent % usw theory of cnonawiu otelution- With Hagel

~8 eppoasd Yo the esrlier nncnnmiats, he views pagh econsmic’ furn.ns

a neozggery, ohanging, culturll uhula, ‘rather than as a stige in the

dsvnlupman# of a series of socidental particular Phanngana._ With

" tha sarlier nodnmaiutu,.hgﬁtvuf; as oppomsd to Hagel, he views eno=

nomie ﬂui&lnpmﬂﬂt.lﬂ the evoluﬁiun of real history, rether than as

b
the logloal devulo§mnnt of wnn iﬂaa-

Mer B apeoinl uantrihutinﬁ in that his thaqrg of evolu=
tign is based on theoretiosl analyui: ruther thtn on historical anale
ogj- ' Eie theory of nvulutinn includer thess throu tiemnnts:{l) tha
Eﬁnﬂril thnury of hiatnriuni nhlnge, basad o the ﬁaterinllnt uonr
aaptiun or histary, which explaine the traunition from ona soonomy
to nnothar; (2] thn theory of the. dnvulopmantal tendencien of uapitnltln
ne B apaairin, historisil form ar proﬂuutionl (3) the theory of the
suhjnativn tondenoies of changs, whiok explaing tha inpaat of ubjﬁctirt

change of subjectire sonsslonanyes, snd Lhe aunu&quant uluaa strugele

which is the social mechanism of transition from one goonomy te

G
&nyther.

£ Grounmnn 1irks thepe two aanneptn to thu two mcaningu of thn
ﬁormnn term, antwiokjung -- development, und evolution {1oo- oit., 514—5}.

G lhid., 513-5221 ofy Kerl Enrnah Earl Hnrx (Lnndnn, EBEE}. 22 rf.
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‘1. The Mxberinlistic Conception of Eistory. - .

' Tha materialist coansptisa of history iz the cna theory

Marx holds to be uﬁivuraaliy alid for all aﬁtaguﬁintio aocietien,
which he roughly deslgnates as the Asiatlo, 'ﬁha a.nu.tent; the :iuﬂ.ui‘,
.anui the cu_pitnliét_r nduietiea.'r The. simpiu-i; ;'.'ormulutinﬁ of thla
tﬁa.ory appears in the Preface to the Critique aa fol]_.nwsi

In the scelal production whioh men carry on they euter inte.
dafinite relations thut are indisponsable apd indspendent of
their willy these relations of prodwetion agrrespond to &
definite &tage of developmsnt of their meterial powars of _
productien. The sum tatal of these reiations of productlon
congtitutes the economis strmoture of mociehy ~= the resl
foundetion, on which rTiee legal end political superstructvrea

and to which coryespond definite forms of pooisl conenigusnaEse

The mode of production in meterial life determines the

eneral sharacter of the scolsl, political and apiritual
prosssses of lifs, 1t.is aot the consciousness of mon that
Jdeborminse their sxistenos, tui, on the contrary, thelr

soeia) existence determines thelr consciouspess. At & vertain
gtapge of their develepment, the materlal foroes of produetlion
in soniety oows in econfliot with the existing relatione of
preduction, or == whet ia bub e lega) expression for the snxs

thing -- with the property relstions wlthin which they bad been -

at work before. From forms of developasmt of the fopasa of
produetion these relations turn inte their fettarss Then
ccmes the period of. scolal revolubioms With the shenge of
the ecomomis foundafion the entire lumeuse superstructure
.is more or loss repidly transformed. - : '

Py

But the traunsformetion of “wooisl ordera is possible only wnder
apeoific conditiona.

Ko soclal order ever disxppsars before all the productive
foysag, for which thera is rcem in it, hmve besn developed;
and new higher relations of produstion never appear before
the matorial copdittons of thelr sxistenca have metured In o
the woub of the old sceleiy. Thepefore, mankind alwys takes

- up enly such problomes am-1t can solve; sinne, looklng at the
matter mors olosaly, we will alweys find thet the prevlem
itaelf arises only when tha materisl aonditicone becsssary for
its 'ﬂnl-utign alrsedy sxist or sre st least in the pracess of
formation.™ : o

7. Praface to the Critique of Politieal Reonomy, 1d.
8, Ibid,, X1-12. | |

B. Ibid., 12-13.°
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Asoording to the meterialist concepbion of history pach

epoch 1s imovitably chavacberized by a ébnfliut'hétia&u the forasa -

of pruduotion and the ralatiunu of pr@ﬂu:tj‘n, Graduﬁl nhangau 10

the faroes nf produc‘bicn, that iu. hha development of the mt-eritl.

techmluginal bemes of the soonomy, ewrr’cually d1lsrupt the axisting

acelal {pruﬁn:tm} relations. The result ig sooianl revolution and &

aew form of anommia argnniutinn.

Z. The Betulopment of. Capitn.lim as & Specific Hiatur‘lul

-

Porm of Frudmtim o ' "

Capituliut proﬁuctiun, ar & opsoific, hiltorienl form
of prnduat!.on, 1s ‘subject to this sonfHob between thu foraes of
produdtion {whiz.-.h detarmine the productien of use nlut-u:! and the re-
lations of production {#hiok detsrmine tha reslization of sxchangs

Its evolution and necessary deolime mal be uplniﬂud by
Thia law

“1“} "

its spenifle, historical, aaommiu law, the law of mlue.

arprosses thn an#agoninm batween tha davulupmant of preduutiwity s

thq m.tnrinl mnu, and the renliution c—f uurplua valus as the "apcial

gn-l, of upi‘nltu‘c praduutianc Yat the breskdown of enpitalium Y

be uxplained by more spuuifio argomant than Lhat nf the necvasary -

“uoutradiuticns of'ﬂn?itnliln“u Such uﬂntrpdiutionu alwaye exist

within cu.piti.list pro-:luution. The sxsentisl ocause of broskdown ak

o plven stago of davalnpmant ir the uwuranqumulatiun wi incressingly

luu profitable anpitnl. The derlvation of the tandency to bresk-

- down, From the dyntmiuu of aupitaliut dtwlopment is tht uuntarpinne of_
§

Marx'e anom:-miu soalysis.  This ia the apaoifin xmnljruiu which a.lnna

gan prove the necesgity of apolaliem, and to which we .Ilhi.ll &awtc

[ Hm.-rv#“"w-‘&'* v e

- emye—



S G e T . P .
e AL S S R I N S S T P

Crarn it e il

B e i,

o L e el ol ™ B

-

tho f-:zllcm‘ing; phepberss _
3. The Theory of 'I;ha Clesz Strugglu .

The objuutivnly detarminad tenﬂﬂnny tu hruakdown. da="

dnoed from the opnratiun of the lxw of Taluu. ‘vamelng onily & tsqﬂanmy

until the . chjaativﬂ nouﬂitionn af enonnmlc trnnafnrmatiun

" glve riu tu the auhjuotiﬂ will 4o revolution. Unpitali‘.m way.

dea ine, hut it does not ocllapas uutomatiuu.llya It iz overthroml

pnlitiully end raphued by & nsw rurm of produotion 1n the ‘.l.ui:

stape of tho ahss sErupgle. Yat. thiu gublective struggle is

di oot ly m;andamd by. -bhs tntn;oni:tiu rela.tinnn of capihalint pru-

ducd;ion. In this theory tha active part 1aipntinu or the -unrking

olnzw {kogebhar wi.th the growlng pumlys!.s of the onpitelist aydten)

ratiiaa.ll}r tmnsfc.ms thie dunlining poonomie ayabed. Tihila the con=

ﬂiat hetwaen the foress of produc‘tinn and the rulﬂ.tionn of produo~

tion 1 the uhjuctiﬂ lsver of hiutnry. the olass utruggls ie the
b

anbjovtlve lever.

/|

II. The law of Talua and the deunny to Brenkdm

The ms}art- cuntramrainl slement in llaﬂ:la.n ocoucmiu theory

in thn.fundaumntal 'comluuion, +ho theory of oapitaliut brosikdovm.
Thery is B waat lituratur«u of Harxinn Mronkdown thoory™ apd "arisis
thuary . bt mtther proponents nor uppanun’ca of H-arxitn theory agree
s to tha maaning uf thu aoncept nf ‘briﬂ:ﬁcm or tht ouontial onuse
of the hrﬂakﬁam- Hnrx himself uxplicitly unurts -i:ha inafit-.abilit;r
of hreakﬂom in many dﬂ'f-rant puangah _ In one. di&nuuian of thu

socumalatlon pruuau he ohumu flatly that ”Thi: ymcuu wuld soon
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, pmdm-h jon,

: m. CnEitﬂ., III, 289.

hring a'bou't'. tha snllapae ot oapitallut pmduutinn. 1f 1t wero nut

_f‘ar ouuntﬂracting tunﬁamias, nhish cuntinually hanru a decerbralizing

10

; effaet- b},r the sidu of tha nantripetnl oﬁaa." Eng;olu axproua-

.Hn:-x 1 "rienr most uuenimtly when ha gsaya of thu nupita.liut fom uf

Pihia modq of pradmtion, thrnugh ita owm develnpman‘b,
11

drives tc:mrds the gnint &t which it mll:es i.tualf jmpossitle.”

The sooumalation process thruug,h its ¢wn lnmherent lagia
pegeaanrlly rauuhaa s polnt _a__t which 1t br_uks down. But becauns
Karx dloas not .dsvelop the theory of breekdown sjs"b;am.t‘r.iun'll;f and :h.t.
detail, 'I:ha u.r;umnnt oontinuas to thiu day as to the m!ln.ning of .
breakdown, and the course it takess - To make aay headway with thie
thﬂnry 11:. is naounarj first te dufina the euncoept of ’nraakdm nni
o state the requiramptu and acmpenents of an uduquntu theory of
breekdomns o | C S

A The Huquirvmntn and Comnauta of Lhe Thunry of Breakdm

In oc:amimug Harxts thaor;y of hraﬂndnm ag it appears in
hiz owm ;urk, and aspesielly re i% hes besn 1nher_prnted ~= in most |
'uau.inuarr-nﬂy e tﬁe exsential rnquirnmﬁts_ of & theory of hrenk«_-'
down ik ba'bum in minde (1) The theory mast b atriutly"imdugmﬁh

Marwover, it miat ba derived nob only Ifrem tha a.ation of ipteruel seo=

nowio ﬂ.riablﬂ, ek from nrinblu lpqcifﬂ.n %o the capi‘aal’i st wun:rmjra
1n ahnrt, the thoory of oﬂ.pitali.t ‘hrunkdo‘vm miEe be dadmmd in' full '

fron thn oporation of the 1a1r of wnlue. ) Furthﬂr, tha theur:,r msi:

: a-mnm:nia amﬂy: Lins 1pmiﬁn mhmim by ;h.i.ﬁhrshm hrul:dmh .

i

11. Frodgriak ‘Engale, Harr Eugﬂn Ddhring'u He'mlutinn in Zoisnoe
Aot i=Dinring/ {Laningrad, 1934.-}, 171 .
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tsﬁﬁqmy in asserted and {:uﬁntnrantod by the ﬁpamti'an :;-f the law

‘of ¥rlue. {2} The thaarjr of hrea.kdmm murt- bte a siagls, uni.fia&

cxplanutiun of ‘the fundnmﬂnf;ﬂ.l tandunuiu of capitalist doﬂlupmﬁntq
Thi.s means thet one theﬂry must uxplaiu both thu charscterlstic form

of unpdtaliat duvalapmﬂnt. the buainess oyole, and the long-run

tuu&nmr to breakdown.

_ The complate thoarr a:E' breskdown procseds by dialeatiml
devslopment from nbstr_*&_ct to_unn_ux_'utn. On the highest Iavel of .
abstraction it de.dur.'us the *._'-c.r.ldaﬁt.ry to breakdown, by sucosasive
stagen of muslyais, from the law af ﬁluh On. the mext ievel of _
abstraction, 1t explains, from the breakdown tendenoy and the squntar-
tendecaiea to breakdown, the hm of cyelioni dnnlnpm.n:b- .l‘.‘in the
lowest level of sbetraction, it sxphina"t;he forms avd phases of the
uyc}.h- The breskdewn theery thus pmﬂ&i-a et onssi a theory of .
rrﬁlut!.qﬂ, & theory of eycles, and a deseription of 'oriuu'-l Ii;l the
logioal: duuiupmnt-uf irealdomy thecry, euch ul.marn‘l..; 'nf_ B_-I‘t:!lﬁmtin_n-
is suoosssively added o, o,mi.enriuh'nd by, the praceding ons. . Within |

the complete theory, howsvar, as en explanation of the laws which

govern the .anpita.lilt lyu‘tm, and of the eparation of thase hﬁ, tha

three elemsmia aze 10511:&113 imuparuhln.

“As n thunr:r of crnlutian, the ‘ﬂruakdowu th:eor;r Bxplainu -

. the da‘r‘nlnpmnt of the muumhtiun procsse and it:: mua&suq li‘n:lth

On thls abatract hﬂl of snilysis, the ul.pi‘balist form of produutinn

:upm&a 20 far md tiven cnllnpsu thmugh 1tu oOWD i:mar 1awn..

As A 'E:haors' of ayelu, thi hra-.lrdm thaur_f dumnntrato: .

nh:f the limits of adcumulation da mot nanuuitl.tu i imadiut-a nmd



mﬂ&ar,m?f
89

I'in.al collapaa. ’-':‘hilu £he’ thaury of awlutian ia the 1-:51“1
beula of the thaor;,r uf nyr:.lau. the theory of u;rulaa dnmﬂuatru.‘hau.
in turn, the oyolieal puttﬁm nf a‘rnlution_. And ?:lhilu thﬂ_thnnrj
of é:fclu u:;q.:ln.inu the oparation of the uount-ertunﬂeﬁ:ﬂ-at aa mall
aa the ta_ﬁrlsm;,r to ;I:rea.kdnwn_f %he theory of 'aﬁlutiun.expln.'_..nu the
‘oxbaustion of the coumbortendencies and the swemtusl end of cyolicl
ﬂuﬂlépmant . | .

As w dsaoﬂptiﬁ enelyaie of the forme and phasas of the
cycle, the theory of breakdows is, £inally, an explamation of the’
crisiee .The orisis is merely ons phaas of t&_uﬁl-,_ sod ocan te

sxplained only in terms of ths 1ews of oyolicsl development.  Theas

AR S AT | e e B I - L e e B it ot b A e R P R R

lan. in turn, ot be expressed only through movewents in the ocou-

n
I

‘areta phammm of vuum:ﬁ.ﬁ real‘l.ty.
The lozisal relations betwoen the trand, or evclutionary
tan_d_;ﬁay, the eyclu, u.nd the crizis, bhave macspad arat eaommiatau

ha 8 result the pmblem of thﬂ busineza oycvla, despite itz osnitral

LN e, &
- ‘e

‘poli"\'-im in soommle an.al;rlin, hus parsly besn pnanﬁ. asrractly.. Tha

srrers in mthodqlog-hnﬂ given rise to tm inoorrect assumptions

-._..:-'M-...,..,s:-_:_.

_vhigh areats s hent of spurious problew: {1) the aswumption thad

L.

cyolioal development 12 a form of wmovement impossd ou en otherwise
gmnoth emlutio'mrg trand, 8 Bovement to be explalned by fm*ﬁ'urs

indopan.dent of thoze uhinh sxplein the trondj (2} the numrrption thﬁ't‘-

)

et e et
a

the phann‘mennn. to be npll.imd in the uriaih

b '
Thass umnpt-inna flow from u deflnlte thoory of el.pitnlist

-umlu‘siun, waloh - s:;hump:tur onlls the “Hnr:hlll—llouru thuor:r of




orgenic growth.” According to thia theory, the logioal davelop=

unﬁt of the cupitaiiit syetem la osaantiaily nyclaléys. Althﬂﬁgh the
hiﬁturical devslopment of the wystem is warked by rauufrén# ufisau;
cousad by a variety of disturbing factora, thess, even if endogencud,

sra hold to ba sapable of oorrestion and Qlimingtiﬂn. Theve orises

13

ars mersly "pathologloal ineldenta in & phy#iologiugl ﬁruunis.“

Thus the 15th ohntu}y theories of the cynls are typiually s#planif
fiuné of tha nri:inl4 ' : .

o Sinpe the labtier part of the 1%+h acootary, the eyiles

has baaﬁ gradusel 1y supsizsdad Yy the eytiﬂa ag-tha objmat . of invnsti-_
gatlion {nithéugh. surprisingly, in vipi'ar_ﬁgrx'a emphuai; that_thn'
orisia is only cne pbazas ;f the inhar&ntiy.eyoiiuui movoment, 20me
mhr¥inn_wr1targ to thie day poss the problem Ap one 4f orisls theory,
rathor then of oyele theory). Teb with few exceptlona, notably that
qf"f;qfuﬁ;ar Buhﬁnp?tar, iha agresa with Marx thes the tread is nﬁthing
more than the. path trnpnd.oﬁt by the oysles, the old view thet cyuléa

are & form of mﬁromnum te by expleined by other "oauses"™ than the

12, J. A. Schumpster, Business Oyoles (New York, 1939), I, 203.
15, Idtds, 162

14. Ivid., 162=3,  Bghumpater atiribukes to Clament Jugler the first
formulation . of the problem in terms of oydlag, rather than of crimes,
in 1860, in hie Dos erisss soumorcisles et leur refour per lodigus =
an France, on Anrleterrs, at aux Ebatp-Tnig. Howwver, wlready in
18947, 1t his Powsrty of Fhlicsnpny, s eriilgus of the dootrines

of Proudhon, Warx ®asnros that, T#ith the birth of learge sonle in-
dustry. « « production i compellsd to pass ipsritably in continucus
suncegalon through wieismaituder of prosperiby, depresaion, orisen,
stagnation, remewsd prosperity end me og.” { International Fuhlizhers,
¥ew York, no dets, 59.) : ) :




forces 'détéru.:ini'ng'ﬁ.l.e. uﬂc_u_]_.n'r tr-_é_mi .ai;-il'.l.. [:!;r.ﬂﬂili- .Tha_. tra.';ii-'-
tiu_:_-'na..l sothod of time au_r‘l_e# dégé@ps_ﬁ.ﬁﬁm’ in i‘ni‘_cﬁ_"l:he vyoles are
Tamocthed " awey to f‘areﬂ the umie..rll'iﬂg treﬂ;i,...ruata-'ﬁn tﬁe arrome-
DuB pranonuapi:ian of tha numlly m:rt;h progruaa af aapitnliat
ovolui:in:_n.la
In the Karxinn :yu‘hem, them 1z no dithinﬂtiun betwaen the

f&ntaru whioh dutu:-m_’ma the oynle and tha a'mlutimry trapd. Th.
traud dnas not oxist indupand&ntly of Lthe u:r-:liut.l proosss. It 1n
_ lf_‘-.mpl;’r thea hia'horioal path of cyslionl development. We ohaerve the |
oycle A3 & funﬁtio'n of the trend, whilu ;t_hg trend is ingiualij de- -
tarmined by thﬂ tzqfulo- |

. Unl:r nhun tha 1ogiual relations betwen trend, wnlc. and
origla ara ustthlishpd. iz it popzible to rescuebruet a full thourr
of breakdown from the Marxien system. Marx doss not expliolbly
d;v;iop thesa relations, er preaagt hls breakdnwn.ﬁhtqry systemationtly
" in thees tefme. Instead, his snslyels of the laws of ompitelist
. svolution ls m..‘r.xaﬂ up with ﬁuwriptidn-uf 'hh.n'u e;roh- ’ ﬂﬂ:n_n Hnr:r.
speeksy unly af thu "asuse of the. arisie? uhnn he refers to the genersl

tandanaien to hrenkdmm, wizlah durtnminﬂ thu e}rule, an! tharefore, its

orlain phan.

The unfinished state of his ;ﬁrusantntiun of the ﬁmnplu‘l;u

154 A.n ﬂxuuption is Friukuy'- wathod of time aur!.u ﬂeuuupn:itian,
which does mot start by separating the trend from the eyols, but
prooesds axpliuit-l;f from the correct aseumpbisn that the provlem
of aeeular trend is ones of ecopomle theery, not of mathematloal -
curve Pitting; or of siabtistlical or historical deaoription. (Edwin
Frickey, Evonomle Fluotustlons In the Unitad States, Cnmbridge, 1942,

_ch. 1.}
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hraakdnwn theury, and the ecumon misundurataudinga of hia mﬂthud LY.
" well as of tha 1ogiua1 requirﬂmnnts of nny uynla or brenkduwn thanry,
have 1ed to & eoriss of intnrpratntiunn of ngx 5 "breakdown hhaurw .
or ﬁngﬁla.thépryﬂ' aercriais_thsuryﬂ_;nh;ch ara,;ip gén&f&li_lnginéllr'.
ungatisfgafnry- The levels of ;ﬁatrgntion ou which the ulaynﬁth_of o
the theory belofg, are gensrally confused, if the problem of abstrao-
| tion is recognized wi &ll, and the inaiyais i; incomplete. Mo st
Marxian writers implicitly fnlldw-@h; tr;ditional'mwt ingnrreut ag--
lum@ﬁion th:t.the oriels is zome axaﬁptiqﬁal phegnmannn.in.ﬂuonamin '
Yifs. Thus they amak # npéuill theory nf ;rlsil indﬁarz. which 1s
propusably disbinet from the min body of his theoretlox) azelyeis.
_ rLoﬁmnﬂwiuﬂﬂﬂqwah¢dqumnujnmmm
of %he cﬁulu.is dus to the fact that aa ho gays hiuaolf. ftne real

erizin ean be axplained enly from tha ranl nnrnunnt of oapitnliat

18
prﬂduction and oredit.” Ancnrding to thiz view, "tha criaia-au

a cumylcx, consrete phanomanon ouuld nﬂt be fully amalyzad on the
17

-lerala of abstraotlon to whish EnEital in uunfinad. Thus the

Lheory of ayalaﬁ; which here, nu_iu typleal in Marxiaz lit&ratﬁrﬁ,
iv ddentifled with the explavation of ﬁrinua, rewsing the unfiniszhed

chaptar 1in Merx, ': Thing view iz incorrect. It confuses the form

‘of the orisis with the oause of the uyuio- our view is that if
Marx had lived to complste and refine his theory of capitelist
- devslopment, he wouid have ;ir;n wa ﬁﬁt ﬁnlr a "last ohepter®

16. Theorien Bber den Mehrwert, II (2}, 286.

17, Sweezy, The Theory of Capitalist Development, 133-4.



.duscrihiﬂg wore. :yutamaticnliy the OouUras nf the nyula. md ths

paasihla Torme uf “the uriuis. but. more important, a rawmping uf
hia work, in eoccordanes -_#J.th h:ls own methndul-agy, in.whmh_ the aause
of the eyole im systematioaliy trected in the "_'t:‘ir'.at shepber." 1f
we acoeplk Lhe pmfnanitiun *.l:.hq.t. the businone .WGJI.H. is .hha apecifio
form of ospitellst .duﬁlupmﬂnt. m m't.'u;t gesk 1%a sauses on the fil_'ut.-
ook on .thu lazt n.:{.:aga ﬁf spalysis.

| In 1iaw.6f theas conuidéfﬁtiuu& regaTding the actunl and
theoretioal rTelations 'qf the eycls and the wsoular trend, eny attempt
to rumﬁxtmut n.unuplata theory oi‘ breakdown rrmn ¥Merx's work Imat '
first diduus the tendenay %o bruakdmm, 'nhinh wazarts Ataelf iz the
uyulianl development of the ompltelist tacnaqgt Dur first tnnﬁ,
tharefore, ii.to proeont the stepa in Marx's trgumant by which the
upai-aﬁoﬁ_ of the law of valus, which Staels guﬁrﬁa the d}rn.am.iqa. of
aapitaliﬂ- daﬂlﬂpmnt produaau the tnndnu-:y to hrna.kdm- In
thin Yy it will.be seon bow the theory of broskdown follmﬁ w}th
lugiual mcuuity from tha theory of value. '

Baiare praunﬂ.ng this argument; ho#eﬂr, ap & means of

ind:luaﬂng tha thmmtiual mporinrity of Marx's unnlrniu ‘over thusa

of uluuiual -witern, w will 16::1:: brisfly &% thas thanr;r of capitaliint

.o*rulutiou dowlope& h;r Rlnrdo lnl John Stusrt Hill.

B. Elmun‘cl of a Thmr‘,'.r of Br-nkdm 'b-nfnre Marx ..

Theie are elemsnts of » theory of breskdown in the theory
nf thn ata‘t.‘!.ni:r'y state dowlnpud Yy Rinu.rﬂu snd, John Staard Mills
But thnir thaonr of lttgmtinn, altlmugh ‘huad o tha fn.lling rate

of proﬁt, "'rl‘._hat ‘wyrtery whose solutioi har besn the goal of the '
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enbire poiltieal &upnbmw'ﬂinua Adem Smith," . canngt he ;&110& B

real thaﬁry of breakdown, fifst,'benauaa it ie not daprlved from the

thhory of nlu&-. end, ‘ssoond, baceuse L1t doos ot antiu‘age the

'nauiauary nhﬂlition of the cnpitlliat form of pruduotion.

In Eiuardn, the rate of profik falla. aot bosause of thu.
oompa;itiun ot pgpital. es in Adam Smlth!a arguaﬂnt, but_ou;y b?*
unui; nf.hha dnalining produntivitf of land, ifaelf & rasult af the
faot that the praszsure of populetion requires 1nnranuingly pqerﬁr
lan&s ta ba called 1nto nul‘binﬂon. This menns an Increase in

rent, hath in mun'e:f and real 'barms, ae the wargin of . ltiwtian ic

m:tandud and sn imrauu in money wagss, "3 tha pruduatinn of mab~-
19

" niatenes goods reguiree moro labor. The ruault of theuse tnnﬂaminn

ia the fni‘.l.in,; rate of profit.

Thus the theery of u'bl.gm{:iﬁn 15 dertwed mt from the
ftam

thaury ef vulas, so agh a6 /Ahe principles of dimlnishing produc-

Cbivity of lapd, apd fron the uﬂthuaian principle of populs.tiem

Unless those. prinniplan #pcratﬂ, thers nead be uo fall iz the rate of
20
profit. °  Andl ewven with the cperaticns, the fall_iu the rate of

profit cen e averted. Although Ricards im@liau'that, ultimntély,:

T8, Capital, 111, 250.
13, R1nnrdo, Prinoiglsl. Che B+

0. If Riocardo were cpnaistent with hip ewn wlue thanry, the ratu
of profit would losvitably tend to fall with an ingressing rate of

_mosumulation of "fixed® relative te “elrculating” oapital, Although

he uszerts that the propertion batwean the two kinds of “eapital is
Rliared over tims, in dusliars with the problem of nuuumulntinn, hn
adaumas thnt the preportion r#mnin: unnltnnt- _

e mmm T a1 1 M e e e enl T e e Bt T e e s e R = ez e el e e e aTeenn e
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tha a}rutm wlll reack & :ta.tionn.ry nta.tu, u.ucurding tn hia mm th.ﬂ‘r!,.

_taohnianl imprnﬁmau‘c-s, r.u:i nda.ptationn nf tha papulation ahaulﬂl '
. r&u’bor& the rn'i:-a of prefit and thn driw to acoumulate, Riunrdo"l_

: thaory of ncun.nmia rrolution thua st&ndn in nuntradintiun to hiks .

'bhaory of gokeral aquilibrium.

Tha statiﬁnnr}r gtate also appasra in the work of J4 B Hill,'

not an a pessimistie pnssibility, ay in Rinarﬂo, bukt ws & nhurf‘ul
prﬂdic‘tiun of the fubturs. Mourding Lo Mill, “Ii:. in suarcaly
npcessary to rumnr]c that & atatioua;ry eondition of* napital an&
pnpuhtiun inpliu o :tntinmrgr stad;u of human improwmt. 2
il :t:a.rtu fram the Riur&iln h}rpﬂthanlu of diminisbing

returns to lands, and the Hlu.lthnsiln pnpula.tipn_thcnry. apt deducss

& similer fall in the rete of proflt. Hs nqu'mﬂ feum "oounter=

aoting elroumstancss™ whioh tend to thwart tho felling rabe of

profit, Theso are {1) tho métﬁs of vapital iz pericds of over-

treding end epsculation; (2] imprnmmanta in prndun'hinn whioch uhanp.n

gubsiztenas goodni (%) faraign trado, %3 & zaang of chnapauing both
aubaistunnu and produutiﬂn gaods; (i] the uxpurb of capitel seklng
. hishﬁr rate of pruﬂt-z._z.

The fnturn naunnmy. lmcorﬂing: to Hill, w1l bs one of
more c.{iiul diatribution of woalth, shorter houra of labor, snd
‘higsor lovel of culture, The stationary stats Pollows not £rom the
braakdewm nf napitnlim, Tt from the gudual traasformation of som-

3
pﬂtitim nupﬂtulian 1n't‘.n hl.rmnninuu apsoointlonkan.

21. J. H. Hil] Prinoipleas of Politinnl Euommy (ad. Ashli:ﬁ Lnndnn,_
1868}, 761, .

22. Ipiad LT 733-39-

23, ibld., 75164
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uapitilist r;ality;

'G. The Theory of Proskdown in Marx es-the Nesessary Coneequenscs -

' ﬂf tha L;bor Thaary of ?hlun

Thﬂ thua*y nf the falling ratu of prufit is the alamant

whieh connegts prs-ﬂg:«iuu.thgoriau of gapttalisty dﬂvﬂlnpmgnx with

the Marxian theory of broskdomni - Dut, as we hars tuet aeen, the

slasaleal auanpminta; lika_ﬁiaarda. whu regard the vapitalist form of '

-pfeduution'as given for all time, fipd the explmuation not within

' capltnlist prodfustieon iteelf, bud 1ithin Katurs. Marx's sxplena-

tlon iu that eapitalist pruduutiun, wWhoas Tery incontivu ia prurit,
through its own laws Lcexcrably temds to reduce the yate of profits

Wihile tha filling rate. of prufit 1s contrel to Harx‘u theory of break-

'downu as we shall sau 1ster, this falling rate ia grly an index of

the dauli:m af uapitnlinmu a duolinn which oan be dutarminad suly br
movementa in the EEEE of profit. _ :

Tha iisﬁinguishing faature nﬂ'ﬂ;fx'a fhuory_nf hfﬂnkdﬂﬂn
15 thet it s systemstisally dedused From his theory of value. It
Must be remenbsred that this thoory of oapibtullat breakdown 1s'nqt:
% blueprint of eacnomie and scoial ocollapes. It 1§.nnt'n_ﬁeaur1p-
tica of reslity, et s thiurﬁtiqa; pnngluainﬁ_derivad fruﬁ the Merxien
model of purp sapitallem. The dypewiocs of ﬁarnlcpﬁant within thiz
made) jead necessarily ta.hregtﬁuvn- i '

Ths prastical wslus of amy nﬁnﬂluainn; derived from a

thegrebical msdel depends, maturally, on-the extent to which the

. moﬂ-l eryetaliiees the essential relationa of the qtpitalitt

SOOTIGHY » Hnrﬂovur, nvan.the best model, whioh onn puly olerify

fundemental tendenoies, must be modi fled nuunals;rwly to approximate

et s A S o = P T T, LT T
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Merx's initial mﬁdal, ax & firet approiimation, pistures w

pure oaplielist uconnmg;"_The assentiel feetures of thls gcnﬁomy are’

the followidgs

(1)
(=)

{3
@

(s}

(8)

It fja e ulusud SO OIONTY -

All cnﬂmndihlus, iunluding lnbur pnmar Are a;ohangad at
thair walusn. -

Thura &re oculy two ulnsaua. nnrkeru and cnpitaliata.

A1 capitsl ia ixﬂuatrial capital: therefors thers is no
rernt, interest, or opmmaruial profit.

There are only tws !Pharaszuf produstion, weans of prédue-‘
tion mud mesns of ;:mmmp!binm . | |

The puriud of turno#ur of uapital 1s uvurjmhore squsl snd
remaina sonatanbs

Marx'a theory of the broakdewn of this purﬁ eapltalist

eoomony- Lavolyos & series of stepa by which the breidemn tondouey

ig deduced from the law of welus. The zuoonssive Qteps in the develop+

weut of the arguzent ape the folluniﬁg:-

(1)
{2)
(3)
(4)
(5}
{€)
A7)
. '{a}

The labor theory of weluw

The thaory of hurylﬁu.valua

The auouﬁnlﬁtiau prooess

Th; risiﬁﬁ argante oowpoaition

The uummtmt'i;m end oeubralizetion of capital
The inﬁuatrinl reperve army o ' |
The falling tendency of ths raty of prnfit

Overaooumulation of uapitnl, nith rifaronnﬁ to the maes

of prurits. :nﬂ sonaequoent brlakﬂu!n
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1. Thd Lnbar Theory of Yalue -

Thﬂ firat stap in ¥arx's argumnnt, the lator theory of

1a1ua han nlraady been davelaopeds 1t zimply siatoa that iu ﬁumputi—

.ti1a oquilihrium, an & firet lpprﬂximntiun, tha axuhnnga ration of

commoditias squal tha ratics of thes labor-time expendsd in the prpduui'
tica of these vormodlties.

2. The Theory of Eugplus Viluu

The theory of BUrplus Ta]uu iz & logical ﬂunuequunno
of the labor thaory uf valuu. For siunq labor ia the soarce af

Tlluu, yoi, nuqording ta tha law of walua, 1a peld a wige equel to

‘the walue of labor porer (aubai:tunne}, the valua orsated in addi~

tlonm to tna value of auhaliastence wnal qonstitutn an aapaid surplua
mlee, 1biuﬁ is sppropriated by %he ugpitliish. The law of vEius,
which 4n -baged on sn equal exohange botween labor power @u& 1tn wge,

'dirintly oreates an unﬁqunl'oxchtnge betwrer labor powsr and dte

The axnhanga nf squivlents, the oripinel cpsration with
which we atarted, has now become turnmed rovnd iz suck s wmy

that thars im only an spparest exchenge. This is owing %o
the Frot, Pirat, that the capitel which is exchanged for '
labor pomer s itsslf but o porblon of the produst of
otheret leber appropristed without an eguiwalent: and, _
sesondly, that thls capitel must oot only be repleesd by 24
its pruduﬂnr, but rapiuaa& together with an added surplus.

Thn purticnlar u:o valuo of tha uommndity. laber Purﬂra ite

capnoity tn prnﬁuua & sornlus value, qnnntituteu the rery ‘hasis of

unpittlint proiuntinn- For the purposs of ocapitmliat produntiun i

.ﬂnt_thﬁ.prﬂﬂUQtinn of wad 1&Lu-a, wat the productien ol nurplus

wvaives  Within cipitlliat preduction an n.llhnr prhﬂail, prudﬁﬂiﬁg

24, Gpltal, T, 639.
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RILT ﬂluo.a,t'liho'-worte'_r-:unu menne of produatlon, which his transforms
ints nae waluea embodying/eurplus product. . Bubt within the walua=
_areg.‘tirl_tg prnuam,. aaye Harx;

. It 1g vow fin .lung,ur'thu laberer that emp'lo'y.s the ﬁeu.'n_a of
produstict, tut the maans of preduction that empley the
laborare Insbend of belng consumed by him es meteriml
slemonts of hia productive ectivity, they consume hin ss
the farment Emopssary to their own life process, snd the

1ife provess of capital couslats omly in its movenamt as
yalue constantly expanding, eonatantly multiplying ityelf.

¥arx warna his readers further that:
1t must newvar ‘Eﬁlforgnttqn, that the production of this
purplus value ~- and the regjuversica of m portlon of -
it inte eapltal, or scoumilstion, forms an indispemsible.
part of thiz production of surplas wvalus = 1s the lm-
 mediste purg_gsu ard the sompellimg wetive of eapitelisd
produotions” o _
given the walus of labor powsr, the mass of surplus
velus pruduced by a given mgnitudn. of m_npii-,nl is ' function of the
_mmmbar of workers. smployed and the rets of surplue value. Thia rete,
8/v, the rate of exploitaiion, er ratic of surpius (unpaid) to
owosnsary (psid) lebor, 1la a funstlon of (1) the Yevel of wages
{value of subsistense), (2) the langth of the working dey end its
divinion between ﬁwﬁnry wnd :u&plu‘s labor time, and (3} the in=-
fnmi‘a? of lebors Ihe _ra.f.a pf surpluz valus yaries luversely to
nhgas, dirsstly with the length of the working dey and the inteosity
of laber, The oapitalist meshanism ever strives to inorease thae
rate of surplug walue in Ltws ways: (1}_ b:rxi.m.lr'lnli_ng the unpaid por-

+tlon of labor time ky mn sxtension of the working dayj this ‘mesne &G

inorense in lbln.tll.ﬁ?t. aurplisa valuss (2) by reduoing the walue of

26, Ibid., I, 359,

26. Ivdds, III, 288,

B el b TR, TR R R s e A e L L L B Ak L L M ATy Uk



e
- [
o

Fig
oL

PR

U Pt i e T
N ] LI

labor pumr by prcduatiﬂty or the inbannity of 1abor; this. mns n.n

iuﬂraaw ln the ratie of mrplus %o :mno:ss-.r;r lnbor a.nli thus 1n
' 27 S

relatiys surplus valugs

e Tha .ﬁ.ncumulatiuu Pmcﬂus

" The uapitalist prouuua imamh.‘ny mqui?o; tha maun:m-._
latien of &a iir‘ge a pa.rt ag pogaible of its 'surplus ‘valus. Hithout
aocwnuiatlon, IcumF.e_utition nmng cnpi‘qaligta'-;muld wipe out the purplus
which 1g the 'rerjr purpn_au of production, ﬂupii:nliatu'mat tharuf‘oru

anaumlnta their surplus . 'rs.lua ar pariuh- : L ‘

; Horm'rar, the developwent of us.pitalls't: pmﬂuction 'm.kon it
gonstankly necosskry Lo keep inorsaalny the mucunt of the
capltel lald out in 2 glven indusbrial updertsaking, #and ocm-
petitien makes the Immsneit laws of oapltalist production te

. be felt by ench indiwldusl capituliyt, aw external egarcive .
lawg, It pompela him to keep ponetenmbly extsndlop his eapltal
Jin order to preaorve 1%, bt extend it he uanmt, exeept h,r_
means of Pregﬂwiw mmulttium ' *

"Lccmnull.ta, sooumulatel . Prat is l!nlnn and the prophatel™”

Buk thu npitn.list pasgiod for woalth ae mnlth iz not the idius:ruaruy

of the u.'har, it the effect of the oaplialist mechanivie itselfs The _

27, Itdd., I, 348 "‘hu thuur:r of mrplus wa fua, the rexl heerk of

the Marxien theory of walus, cocupias about half of Volume I of
Capital.  The lene historical and dessripblvye pasesges on the labor
procoss, the struggle for e oermal worklpg day, end the tuchnologleal
shangss in indusbry, fork the histerisal and statiatical semplement
to the theoretionl smalysis of wbsolute and relstive surplus Telue.
Agein in the Thoorlen Hiver den Mehrwert Marx analyzes the rate of
surplus value and the @ifferencd botweon sbzolute and roletiva sur-
plue valua. (II (1), 123-180.) He mlso szamlnes in detall the -
‘sffaet of chapges In the proportion of the vyarieble capitul to the
total, dwe olther to oshanged in wages, of to the oumber of workere,
on the mass and rete of surpluas walue. {11 {3}{1@6;&&11.’5” a1a-az.}

284 Capital, 1, 6484

20, Tbid., I, 652.°
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capltalist himaolf ia only gersonified oapltel,"  whose historieal
miggion is pfndﬁéiian for p:aductiun?h sake, In hie drive for air-
ploa 1aiun he sonstently incr@aseﬁ.sugiuty'ﬁ waelth and produstiye
poNurs )
But there ars matural limits to the pfoductiéu and LoCUENS
lntiotlhf aurplus yelues Thaau'arc:'(lj the maximum lepgth of ghe
working dey, (2) the levsl of produstivity, and (3} the awailsble
supplies of matursl regourees and labor powers The soowmulatloen
proceas, aa & prooess for tha prnduntiaﬁ of surplua walus, is
limitﬁd by the materisl conditlions of the lebor procdse, Thim wpe
pears megt evident whezn, & the damtﬂ sxoesds the 'mppljr of labar
fowﬂr; wegea beglin to ris® aboye thelr values,  This means & decrvsas
in the unpeid porticn of the total working day and thus in the smsa
snd rité of murplue velus. But thias nsver veashes the polnt where
1% might threaten the syetem ttaalf, Marx u:,ru.thnt
e rias in the price of labor resulilng from agcurulatlon oapital
inplien the following eltornative: . :
Either the pries of lsbor kesps onf riping beoauye its rvise
doea not ivterfers with the progresa of aceumalation. + « » Oy
on the other hapd, ascumuletion sleckens in saneeguenss of Lhe
vise in the prics of labor, bscauze ithe stimalun of geiv is
blumted. Tha rate of meocupmletion kessenei butb with ita -
iesmoning, the primsry ceuss of that jegsening vanished, I+ 8,
the diwproportion bitwesn eapltal ol oxploitable labor power.
The mechsnlse of the process of oaplialist prﬁﬂﬁition TemoYos
+he vory obeiscles thnﬁ 1% temporarily creates.”” :
Thus, essuming s constentilevel of produstivity, riaing wages can be

chaoked only by a fall in the rate of mocumletioti.

20, Tuid., 1, 648.

Si. ibld,, I, 878-679s
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" &, The Rinigﬂ Gr;aniﬂ ﬂnmpnsitinn of Canpital

In demenztrating a sonflict hatwaan.thu drive to
nnuumhlits nnﬁ the rise of WAEOE incident tp tuupqulgtiun, Harz as?
a;mas fhnt tﬁiu sooumnlation 1s hﬁénﬂ.pn » oopatent taﬁhniqu;;'nn& .
oonstlnt organia.cﬂmpotitinn of aupitai. ' Bﬁt thié ils ﬁniy a pro=

rizlonal lnsumption. mathodulaginully rtlid ax a means of invastigat*

ing ite rsaulta- ¥arx poinka out that the theory thut TESE muat

riers ln donsequence of an inuranua in eacumuletlon ia- nﬂly "the dogme
2
of the euOHGMiats {Smith, Hinardo, and others), baged on ths A DU

tion that pupulntion adnptn to wocumalaticn with w leg, and that o~

.oumulntion iz nlumy: on the sams tauhnolaginll baslss

Hmw'r. ths logios) and }ti:tnriﬂnl tendenoy within

_engitnlint produocticn in toward a atiaﬂiii rizslng organic nompodl-

tion of aaplbal, a zore rapid growth of sonstant as compafad w.th

woriatls eapitals Auy diseuselon of the orpenls ocomposition of
sspital muet kesp oleer the Lwofold meanizg of this tems Marr ex-

plains it #e Tellowas

On tha :jd« of mlua, i‘f:. is daterminad by the propnrtion "n
whioh 1t iz dlvided iute sonstarnt ompitel, or wmlue of the
moens of produstion, and wariable eapltsl, or walue of lebor-
power. On the side of ‘materiel, ae it fumetlens in the
provass of produsticn, all onpital 1s diviLad ipte mesng of

producticn apd living labor pnwar.aa
The proportion of mesns of production ﬁg living nbor powsr iz the

teohnieal conpoaition of cepitals bhe propﬁftion of oonstamt to

mrinble onﬁitnl im the vilue eﬁﬁﬁnultibﬁ. The "walue composition,

in se ﬁr u. it 1n determined by itn teshnical annpduitiou wnd

52, Ibld., I, 559.

33, Ibid., X, BTL.
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. mirrors changes im the labtter, « ¢ o «"  Is the grganle qompuaiﬁion

of capital.
The yalue composition never sexzctly reflects the technical
compositions Az Marx points oubs

The reasoen 18 simply that, ﬂith the inoressing productivity
of lebor, uot only does the mase of the means of production’
aonaumed by ite incremse, bub thelr value compared with their
mass diminisliies. Their wzlue thercfore ripes abeolutely,
but. mot in proporticn te thelr maes. The inorssse of the
diffesspece hetwoen constant wod wariable caplial la, there-
“fors, mich laas than that of the diffarenoa hatwoen the nass
of tha mesns of production izmbo whish the oonztent, snd the
misa of the labor power into which the the yarisbls, oapital
'ig ognverted. The former difrasgune inoruauas with the
latter, but iz a amaller ﬁugrne.

Tho incresse in the techniesl oompesitien, and therefore,
in the organisc composition of capital, ia charecteristio of the
acoumalaticn praaanu,'t result of the sapltallst drive for prafits.

The subsbitution of meterial means of prodiotien for Imbor power

bad two motives, Ths firet is to check the rise of wapea incident

_ to mcoumulaticm on the basls of a given technigues The sesond is

the nt£émpt thIGMH anhfnprunnura to reslize gherterun extra profite,
i. Q., profits ihavu thn.lttrtg;,'hy the use of improved methods of
pruduution hqfurt these new methode are generally known. |
ﬂomputition.nunng aupitaliuta for lhhﬂr POWET, tagnthur
with wquar;‘ demands, 14 ratpunuibla for rising wngaa, «nd giras
riua tu tha first form of uuhatitution of mashines for Eeds Conpe—

tation nmeng cayltnli:ts for;tha maricet given ri:a_tu the' aecond

form of substitution, -

34, Idid., I, 8714

%he« Iﬁ;ﬂ;, 1, 683..
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profits.

i 1.?54,,“&: 5 it s

Thp'iﬁ;raggo'in the ténhnieal_ﬁnd,.tharefnra,ﬂin tha
nrgm_iin udmpoai_;tiop_ of _.;rnpi'ta.'i in%olrﬂa_ two kinds of -:ha:u.g;,u in thﬁ .
production fum_tion-ss The flest case 1¢ the slmple auhst.i.tu_l;.ion
of machiﬁ;rﬁ fbr-lﬁbnf pomwsi wifhiﬂ the same ffﬁﬂﬁptian function,. nal.
» result of chanpes in the pr.i‘mg.rnti_un of tho factors of prn;dﬁc‘hliun_.
folluﬁ.‘ln.ng # -.riau ln wepess The peccud oseg iz one a.‘f_'. aubstiﬁui_:.ion'
within & new produution fu;cfiunr in response to tnchﬁologin&l ' |

ohange, which makes possible the realization of extra profits. The

Kerxian shert-run "extra profita™ accruing to firms whose coste ars

léwered, bub whose prices remain the same, are the same wg Marahallta
gquasi-remts and Eahuhpator'a profits of ionovebion. The extra 'pro-

fits dipappesr an ovbhsp Cirms adopt the. fmproved fgehniquau aud coste

_are lowsrsd for the entire industry. With uniformity of costs re=

eatahlimoﬂ, the aepitaliet mschanism ltesl]f induoces junevatlons, or

changes within the produstien funotiond, whioh yield mew surplus -

These two casse sre logioslly distinot, yet in reallty
57 '
thay. opermtsé similtenecusly. Tn logisel snalysie the case of an

56, Thess two cazeus ere discussad by Weseily Leoutisf in “The
$ignifiosnce of Marxian Beonomice for Presant-Day Ecoponis Theory,"
Annriosn Eocnowle Revlew, Vel. XXVILI, Hoa 1, Supplswent,{¥areh

- 1938;, 7-9.

*7. Loomtisf asmerts that in Marx the first cese, that of ashanga
within w piven production funoticn, is impliled. This cagertion is
true only with referenca to the amalysis dovelcpsd 1n the firet
voluua of Capital. The szalysis in the taird voluoe, which desls
with the risiog organlo composition ma the typisel tendency of
oppitullst production, and the eauze both of the reserve army of
1kbor, and the ervsr-incressing development of the produstive foross,
Indlaste that for Marx the mecoud sess iz typieal of owpltalist
produgtlon. : ' - ' ' :
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inorenge An tha orpanie somposition of espital within the same produe-

tion funnfiuﬁk-in ranponsgztﬁ-rdsing 11365, nﬁpuars.first 55 the

simpleost casge. " In reslity, Lhe gegond GREO of incréase of the

organle composition within sver-chafiging ﬁrpduutiﬁﬁ fﬁnctibﬁﬁ in the

mors typical caee of ospltallst dovelopmonts .

The fiqu iz the crganio sompositlon of oapital is the tasls

of rising p:nduativity.. In its turn, "the development of the produn=~ -

. tivity of socisl labor beoomes the most pouerfu1'1u¥nr of mocumulas -

58 _ .
tion.®  The accummlation process, therefore, drives toward unlimited

ingreass in tha'orgauiu uﬂmpcaitinn of cavital.

5. Tha Concentration mnd Centralization of Capital

The vonbimuel revelutlons in productive power produced’

by the riaing organio composition of alpitalfrouult iz, and are, in

turg, stimlated by, what Marx osllsd tha-qonaaﬁtrafion.thd_enntrali-

sation of eapital. Conesntration here menas gsgentinlly the iunorease
in'fhafnumbar and slge of industrial oupltsle; centralization woens
the consaptration of already sxisting caplials.

Egpguntrptiun of oapital is wn gutgrowth of, amd, in fmot,

another exprecalen for, accrumulstions It moens soncentratlon of

tha wesna of production 1o the handa of & growing capltalist slans.

Apoumuiation and. the concantration wecompanylng it are, theye=
fore, mot only sowtbtersd over mainy points, tut the lnoromss af
each Funotioning eepltel is thmartsd by Lhe new and the wib=
dirvielon of old oapltals. Asvumnletion therefers prasanta
itasl? on the one hend ne inoressizng conoentration of the meamns
of preductlon, and of the gommand. gver labor on bhe uthgg, ny
repulsion of wany indivldise] capltals one from ancthar.

g8, Capital, I, 681.

294 Ibide, 1, 686 S : :
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fontrs liration, as opposed to conoeutretion,

ie sonssnkratlon of eapitals already formed, degtriction of
thelr individual independence, expropriation of sepitalist
by capita]iet, transformation of many samell into few large
capitals. o ' e ' _ '

Coutralization of ospitinl is the result of oospetition and oredit.

The battle of competition 1 fought by chespening of commodi-
tiss. The sheapness of dcmmodities depands, ceteris pariova,
oil the productivenses of labar, and this again on Lhe scale
ef productiva. Therafors, the larger gapitals beat the
gmnllar-41 o ' ) '

Stmllarly, the credit eyctem, at firet,

a, modast helpar of acsumlstion, « .becomes n zew and for=
midetle wsapon in the compatitire struggle, sud finslly 1%
transfortta iteslf inte an lumenws ecclinl meshaniam for the
_oembralization of ospitals.??. L

The 1imit of the cemtralizatlen process within any indus-

try iz the vcopentration of all sools) aspibal Iln the handa of a
. 43 : E
singla enterprise. ' o ' - S

Coutraliration is thus the raselt of, and the impotus ta,
the ripening of the sapitalist form of productione

Gegtralization supplemepts the work of asoumuistlon, by
snabling the industrial oepltalists to expand the scwls of
their operations. The ¢conoitie result remaing the same, *
wisther thiz consummation ie Ddroeght about by socumulatlon oz

-genbrallention, . « » . S . : :

_ It is avident, howsver, that ascumulation, -the gradual
propagation of ompital by & reproduction paselng from a elr-
culay into a eplral form, iz a wary slow process ae compared
‘with oentralisatlon, which needs Tut to aliter the guantiia-

tive grouping of the integrsl parts of mocial ecupital., The
world would =581l be without ralirosds, L1f it liad been obliged

40. Ivid., I, 88B.
41. Td., I, 686.
42, Ivid., I, 687.

43, Ibid,, I, 688,
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to wait umtil Rocumalation should hare snabled o fow individuel
orpltals to underteke the songtrmetion of a railread, Central-
igetion, on the other hand, ascomplished this by & turn of the
hand through stook sompanles.  Cenbralizatiem, by thus ag-
colerating and intenslfying the effects of accwnilation, ax-
tonds and hastens at the same time the revolutions in the
tectmlioel nompositlon of capital, which inersacs jts condbant
part at the expenss of its yarlable part end ther sy reducs

the relativa dexand for labor.dt

This ripening of the aspltaligt form of produckion meaos (1] the : .
goclaliszaticn and retionalization of the labor procesa, {2) the haa-
. - : 45

tening of toohnnlégidnl shange, {2} the growth of mbnnpolx.

8. The Raunxfﬁ'hrm;r of Labsr . 1

'The effect of the risze in the orgauie cﬁmpuuitlnﬁ of
capital, saszpenially ;n it 1m hastonesd by the uonncntrnﬁiun and cen-
traligatlon of capital, is to produos a ressrye aray af.surplun popu=
latiun.. The raserve army ltaself 1s not ous of the caugsl lizks im

the thecry of breakdown, but it ccoupies auch & central role in thls

. atage of Merx's amelysis that we include it hera.

Unenploymazt in the Marxien gonge 13 naitﬁgr frietionsl

_u;hmplaymsut,.nur thet dus to the exceasively high marginal propeneity

to seve of the Keynesien system. It 1s the normal aosompaniment of

the wocumnletlon prosssa. The reserve army is nob siuply the roselt
of substitution of machines for men. Such tachnolopicel wnempleyment
may be reabsorbod as Tast as it i ereated, if the tempo of asoumilation

i muffieiently rtpida The runérvu ary i# oseentially the product

4. Thid., I, 6680,

45, Sweary, ops il 2?5-?5 ha Sweary notez, satinle stage af apalysle
Merx dosa Dot oconsern himself with this third regult.

it et .--.-'.u-.4_11'qmmqu7-.-_«--.1-_-..-_:--w:pq—q-—ﬂ,-_whwww'm-;;r?'?_wﬂa-"mmﬂmwﬁ; T
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" of the capitalist system, mob ms a techuloal labor prooess, Lut eas &
process for the scowmlation of suz;plua 'm_iﬁe. Taarsfore, it van 5?

theorstioally daduced as 2 ﬂaaauiaz_-;{ conasquence of the aocumilation

"

process only whun..’_l.t ia ghown thet the _iaraq.kdpm.teﬁﬂﬂnu& evenbuslly
~ o Tas -
1imits the mcoumilation provoss. The demomgtratlon of this

A nocessl ty properly belongs in the next staéu of our smlyeis yhers ve
shell deal with the dyéliu;a.l pﬂtt.am of uccﬁmulatiﬁnq gut ih Merx's
analysis, ﬁhere-thﬁ_.g‘enarﬂ dﬂﬂl-.;;pmqn#g.l tapdencies are dlacuzsed
nii;iwu'b .sp-ncif.ic .reforanua to the oynle, the I9s0rTo ATHY S.ppaara ad .
an inevitwble consequance of the m'uumuln.tilon Proctsss

Harx says a:lr.pli«ui'l_:l;yr that sionce .thara is = .pmgra:a{w fn.ll :

. ek

in ths proportion {not the abaolute quantity) of lsbor/ln mokion by

the teana of produsticn,
The leboring population therofors produces, along with the
acoumulation of capital producsd by 1%, the mesns by whish
{tself 15 wade relatively suparfluoue, is turoed into a
rolative surplus pogpulations and it does thie to an al=
ways inorsesing gxtent. This is & lew of population pe-
ouliar to the eapitalist mede of production; and ia fack
svery #peoisl historic mpds of producticn hes its owm
speolal - laws ag' population, historioally walid within its
}imits slone.®8 : . '

The ressrys avmy -expreases & soclal (as oppossd to &
zatural) law of populstion spevific to ths capitalist systema  Thia
law deals not with the populstion as suoh, bub with the working '

popﬁlntinn available for eapitatiat productien. Wheyssa in Ridardo

45. For an elaboration of this nrgﬁm'nt, and & determinsts "proof™
of the poowsaity of the ressrve Lrxy, of . Henryk Grossman, Das -
Akkurulations~und Zuaammanbruchsgesaty des Kapitelisshen Systems,

46, Oapltal, 1, 692-33%.
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the theory of napitﬁl'_gccuﬁuiatiup._yith technological unemployment

1 baged on a naturai (Ha.ithusi_uﬁ} 1sw of populaticn, in Msrx, the
- o _ o o 47
sooial law of populaticn 1s deduced from the {;_hmurjr ‘of asovmalation.

_ Moreover, accdrding to Marx, "Tha g,ﬁat_ur_- ﬁhg Suqial woalth
+ » » sthe gra'nte.r 15 the iudustrial reserve: &rfiye o » » This iz the

S . S 44
absglute gemeral law of capitalist mcoumulation.™

“In renlity, the alze of the reserve army flustuziss with
the business oyols and detsrmine u_.‘ehe.fluc{.uationu of wages argund

the value of laber powsr, insofeT as it forms the "plvot ou which
the law of supply and demsnd of labor works." But capital de- -

termines both the demand apd supply of labors _Thwiefore,

If 1ts scowmistion, oa the one hand, increassa the demand

" for labor, it inoressce om the gther the supply of laborera
by the eetting free of them, whilsb et the sams time the
pressure of the unemployed compels those that are employed -
to furnish more labor, and therefors maiees the supply of

§7. 1ptd. L,693=4, T07. YThe reserve army, it should be noted, ap=
pears tg & product of cepitaliszi apcuiuletlon regardless of the
patural inoreess of the population or of the rate of adoumnletion.

" A fall in the rate of increase of the population leads only to
inorensirp substitution of mashinery for men and a furiher Imeroaes
in ths reservs ammy. (Theorien dber den Mehrwert, II (2), 373.)
The ressrve &rmy appesry in the sarly peried of caplialist production
ae A regult of lnsuffiojent eceumulaticn iz releticon to the rapldly
growing populatien, in the lats peried of ampiteliat production, as
o romalt of cyerspeumilstion in relatieo to & shagoant populaticn.

48. ﬂnEi'I:.l.l,'I, 707. Marx notes that, "Like cther lawa, It ig
moddFied dm its working by many oirsumstasces, the anslysis of
wilsh does not vomsern us hers."  Tha "other oircumstances” are,
in feot, the asuntsrtendencies td the brasiaiowh teundetey. whieh &6l
%o oconmtredict the "abaolute law®. That Marx is sware of then iz
abvious. . Hlas main purposs, howwer, hare, 23 aleawhers im o =
demonztrate the ozsentlsl tendensies juherent in the devslopmert
of & pure papltalist econcmy. _ e :

40, Ibid., I, 701,

- .
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labor, to_a sertaln wxtent, independent of the. pupply of

~ laborera. ' : ' o : :

Mazx underlines this srgument as follows) §

Relative overpopulation -doss not arise oub af an abeclubs
¢isproportica between labor and means of subsistencs, or

" of means for tha production of theso means of exlistencs,

hut oub of & dispropertion due to the sapitalist exploite-
tion of Iabor, & éisprovertion betwesn the growlng lnerease
of oapital and ita re%ttivaly decreasing demand for an in-
sreass of populatien. . - '

Thua; the ressrve army is above mll a result ‘of the_sﬁauific.auéial
oharagber of cnpitiliat produntiun. . | |

The ressrva army pleys a stratoglo rols in the onpitallst
eqoncmy. It provides ot omye & source of labor for rapid expunsion,
and o means _‘:ry ﬁlinh. wage. fluebuntions u;:fq esmtered around the wvalue

of labor power. Thersfure, the resurfu army, although & scuros of

politisal unrest, ¢nn bo regsrded oy an sconomla stabllicer of the
: 52 ' :

arpitalist sysbem.

polated to the thsory of the raserve army ls the theory

of weralendung, or the sver mrsming condltlon of the mrk-ing olnak.

53, Ibides I, TOZ,

61, Ibid., I1II, 2BQ.

52, The reserve mruy as a stabllizer 18 guite differsnt from the
unetployment of the Keyuesisn wnderemployment equilibrium.

Keyuos! unemployment reaults from the geparstion of eavlng and
ipvegtmeut dasisiona, s separation which does not exigt for Harx.
Kaynea' vesults flow from psysholopgioal propensities, Marx's from

the objsckive data of the system. Morecver, tha lnsroase in .
jnvs stment which abasrba unemployment in the Keynasian system iz - -
the very mechandmm which nmormally orestes the reasrvs ATNY. ffar
Keynsa, unemployment ls the normal produst of & stagnant economy.
For Mayr, it 1m inherent in the most dynamlc gonxmmys Thua for
¥eynas, unamployment oan be awolded ar romsdied by appropriate

peliay. For Marx 1t la, by definition, &n {pevitahle eoncomitant

of the apcumulation proceas.
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e mountion 1t briai_‘l; becausa 1t uoﬁtir_mes to bs one of the mesat do=

bated points in Marxian theory, 1#-1*3;513 banau a9 Marx ﬁﬂwr #nyl

specifieally what yarelendung means in esonomic termg. ihat ha ﬂoeu.

. ;ﬁ.y'is that

in proportion as esplial socumslates, the lot of tha leborer,
be his payment high or Yow, must grow worsé. The law,
finally, that always #quilibrates tha relative surplus popu=
lation, or induatrial reserre ariy, to the extent apd energy
of noourmlation, - s « sopteblishes an n.nmz'mulatiug of
migery ovrrosponding with mocumulietion of capitals 3

This impl'iﬁa that woralsndung is linked with the growing misery

.gauusad by the gruntﬁ:in"the reasrve armys 1& alau_imyliu that tha

::undi_.'t-ion of the workers 15 worzsned under a '“_p'uro" onpitalist system
(whe re the normal tendenvies of industrinl darﬁapﬁan‘h ara ot counber-
aoted by trade ﬁniun apd leglolative aotion), as industrigliﬁti_un
meana ﬂm uub-jggt.ﬂbn of the -mrka;ru by the meohine, the abropetlon

of skills, and the inoreane in the inbensity of work.

Ve rx makee it clesr thet vorslandunz doen not mesn &

dapiine in real wapes, The reverss is, in fest, the aoss, in the

couras of capitalist development. Yhat he probably means iu':_

deoline in the relative share of the working clase in the mational

ingomas Shus he sajysl

" -4 35 possible with an inorassing produgtivensse of lwbor, '
for the priss of labor power Lo keep on falling, and yei
this fall to be scoompanled Uy i sonstant growkb in the
mmas of the laborer's meens of subpistence.  But aven

s fall in the welue of labor power would

in mush & oumis, the
pauso & correaponding risa of gurplus valus, and thun the

nlryes patwaen the hhoror'aBEouition _u.nd" that of the eapi~
" galist would keep widenlng, .

53. Ibid!’ I. T’D’B"‘gi

4. Ibid., 1. 578. - - - :
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' D;w j.r;tér;pratl;tlun of t:im’ _'rg:;&ianduug theory __npyi that
i*i;'ma;_ans a'.fs.t__ll_ in real_ﬁgéé, but that the paculi_a.r m.:r_m.lit.inna of
iEH:h nen':.ur:,r. devalopnent ---.mé.inlg tﬁe- f'a.tt.t thet .cu.pita._i.'#cﬂupﬂnf '
ticn _prnca;i:lp&' with sush _r_apidity,' dus to the 11.1:.:4'1:.::::.,1 ul.l .caf_ insren s-.

ingly more ﬁuﬁex_‘nuu sountries into the capltalist orbibaeoffared &
R T . . 55

__“¢1os’dd geason” {@chonteit) for the normally hunted workerd.

We differ with the sxplanaticn of the "olozed seasons  Actually.

it is park of the mormal development of ‘x progressive olosed

angit;;i:t sacaomy for insrsased productlvity to ba raf‘lactaﬁ in a
highar uta;:ﬂp_;rd_ of 1iwing for the worklng olass.

The soncept of varslendung haw more meazing 1f 1% is
applied tu the value shars of the m;‘iﬁing pleas. _Lim_nrding to -

the assumpbions of the Marxian theory, thls sharse uhguld.ﬁec:‘ﬂnnu

_.over time. Tt 45 imposaible to test the theery by historieal

oﬁd;‘ma, howmavar, both bm;a._uu the historical dswlnﬁﬁnt of eaﬁi- :
talime deviabes from the theoretivel dawes lopnent .nf H.nm'n.'pura
‘.cn..pituli_ﬂm,. snd becaise the sta._tiuﬁul cotoepts ganf;rull},r u.a_ed in |
the tavestigetion nf. ﬂi.lt-rit_ﬂtiﬂ __ahgru &re mt".l:rhnn df Unpxinn

]
enslyels.

55, Frits Steiuberg, Der Imperialismne (Beriin, 1526}, 247 f1.

56. From most of the published statieticsl evidenca, it is imposaible
40 1lndisate with even rough reparality the historlcul movement of the
value ghare of Lths working claas, ea Karx dafines; the working clang.
.The mest recent wtatlsties im Simon ¥uznets! Latiooa] Tnoomei A Sume
nety of the Findings (Hew York, 1948) wshow that for the catagory,

o Werployss conpensetion”, the ghare of the nationel incoms of the

United Stwtes wont from GOf% in the average of the years 1670 and
1880 to 64.9% in the decade 1929-1938. {Tuble 18, page E0,} Thess.
Tigures have no releyanoe to our protlem, howsver, becauas amployse
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%. The Felling Tondency of tha Rats of Profit”

A mogk impo.rta.nt link in _thn'-thuoﬁ' of ﬁfaakdown is
the 't;.h&ur}r_c'r i:ha_._fal:lflng rate of profits The f;ll Aa the rote of
p.z-u:‘;‘!.t_ moak ﬂ.ridlf expretsan the nnnti'adis’c;}.on betwoan the prdﬂ#ﬁtiﬂﬂ:
ni_‘ uus. 'mluﬁ. u.nd.'thq-.prod.uctioﬁ ni‘. e.xchange mlua;._ Foxr the ._1nar;asq .
of preductivity (in terms of thﬂ-ng-tpﬁ't of use waluss}, tha moana for
__the_a araé.tj.ion of nx;uhang,ei value, lezds necagsarily te o £211 in the .
ratu~nf pr;fit._ - _ | | B | |

_I Marx spanks of the fnl;i‘:;g “tuﬁdanu;r“ of the rute ot
p;ofii. This is bacmuse, wlthough the falling rtto:of-ﬁrufit is
a Maw" of o:piﬁtliat pra&uo'ﬁiﬁn, it is subject to n!_;g'ln!_p_n and countar- '
teondencles, and works une_ﬁnly u:.mong diff'uruﬁﬁ- 11;(1“##..’;".1.&5_ snd over -

times. It ip sssentianlly a law of the long rum.

v

compenmation” includes ecme eutreproneurial goina as well as paymant
to nll #alaried workers, muoh aa government workers, wiite coller
e7d professlional workers, and wages of personal ssrrants, warkers da
the servios industries, and in finansial. and commercoial -anterprizas,
oelboporles of workers whose increase hag been gronter thsn that of
the total working foree, sid whiech lie cutside the working alaecs as
Varx defipes 1t. The working olsss relewant for this problem in- .
sludes only “produstive worksrs®, that is, workers who produce sur-
plus value, This oategory ineludes only morkers in the mamfeetur-
ing, mining, somstruotien, and transport lmdusiries. & detertinate
statement on tha chabgs in the reletive sharse of thls group can be
made only with reference to obangas in the income share end popula-
tion of thip group &8 comparsd with those of ell workers and eof the
capitalist class. This shatlatical evidence iz niot readily avail-
.able in the published dsta on income diatribubticm. ALl we attempt
here iy to indicate that sinee the olessificationa ae glven 1z the
upual data sre not suitable for cur purpose, the Iigures have no
aatual meaning in this relation. ' : :
‘Somewhst better data for our purpose is furnished in ¥ichsel
Kalscki's "The Distrilbubicn of the National Ineoms," Emsays in the
Theory of Eocngmio Fluctuations, London, 1939, 13-4l.  Usling the
inoome Gatk fron Bowley's Nages end Income in the United Eingdom
" gines 1860, wnd dedunting from totel iacome, ths indome from oversens,
Kalooki givas the shars of menmal workers in pet ustionul income s
'4_1-1‘:% iz 188G, aond me 35.4% in 1913. The figures for the Ynited -
Statew show pimilar stadllity, it de not sover e long & perled of
times L _ _ :
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.’ Tha rete of profit, or retis of total surplus valus to

total capital is & functiosn uf_thﬁ'réta of' eurplus 1alpa'aﬁd:thn.

orgenie vomposition of cepltal. Assuming the raﬁe of auffius 1a1u¢'

:.to e counestant, the rate of profit falls autgmntiﬁally ad the ofgapim.

: : . &7 =
compositlon of capltel rires. e

!..lthﬁugh the rate of‘_. profit ia higher, the gf_ﬁatar .13_ the
proportion of labor to material maans of production, snd th_aréfufl.
the lewsr L's the erganio compoeition of sapital, snsh oapltalist,
in his drive for short-ruz oxtra profits, comtinually intreduces
pew mothods of produotion which inerease the ta_nhni::a.?._.,. and thug the
organic ¢_ompoui.tibn _n._f" capital. The drive for imcrensing profite
is gomtimmally defested. Marx describss the proocess we followss

M u.npitauat volurtarlly introduces 2 new wethod of
praduction, ne mat ter how much more prodiuctive it may- be,
and how mueh it may ineresss ths rats of surplus walus, o
long a8 it reducea the rate of profit. But every new method
of production of this sort eheapems the commodities. Hemoe
tha orpitelisy gelle them oripioslly ebows their priecas of

 productlow, or, perheps above their walue. - He pookete the:
differsnce, which sxlstas between thase pricea of produstion

§7. Capitsl, II1, 248. later wa shall drop the essumption of e
sonstant rete of surplus value and show that the lew of the falllng
topdengy of the rate of profit gtlll helds. '

Exprossing the rate of prefit (r) ss e functlion of conntant .
onpital (o), variable capital {¥) sid the rate of surplux walue (m},
the dependarnoe of the rete of profly on the organmlc ccmpositlon eof
capital appoerw se follews: ' _ :

' r & f{e, v, n) = B
: oY .

dr = }.f.. ﬁo of E.f_
B T b O E _
w _=Tm pdo 4 nm+m-12rw:':dv+ Y dm
{o+v)"" {s +71" - o+Y

dr ii nﬂgltivn,. or the rate of profit fallw ?ﬂon dm = O, and dn? dr.

4 -
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115.

aul tha market priuﬁs uf tha othar cammaditios nrﬁdunad

at higher prices of productlon. He ean do this, hogausa
. the svarage lsber time required sccially for the productica.
- pf thess other ocumodibles is higher thean the labor time re-—
‘quired wnder the new methode of produeticn, Hie.methed .
of production is eébove the ecclal everage. Bubt compatition
goneralizes it apd subjects it to the genersl laws Then -
followe » fall in the rate of profit -~ perhaps Flrst in
this sphere of production, which greduelly briogs the others -
%o its level == which ia, thﬂrﬂfﬁrﬂ, whully 1ndapeﬂﬂent ‘of
the will of thﬂ ﬂnpi.talia‘b

Thus tha anuumulation.proua:u iteslf end tha namputltion mhiuh aa-
nompaniu 1t lﬁnd insxorsbly tu ghatges 1o the methods of pmductiun,
e a highur urgnnin nompuaibiou of cnpitai, nud, corrvananﬂingly, o
& fnllin; rnfa of prnfit. Tha 1ﬂry 1ngiu of tha oaplialigt system
leade to the tnnihilatinu of the profits which ars 1ta gnal-

Thﬂ rttu of profit is "the atimulating priveiple of

capitali;t productiau, the funﬂnmsntal proniss and driving farue of
ED

i mu_umulatiun. e v " Tet ite fall, although an nxpreaniou of the
gontrediotions of onpitaiiat production, and » u}fmpt.um of the -l;arndm_uy'

" to bfunkinwﬁ¢ nelther blunts the drive to mocurulate nor 1tanlf pra=

sipitates the breskdown. For the léw of the falling tendensy of the

reate of prnfit 13 & ™two-faoed law, with'th@ same causes for n de—

sreass ig the rete of profits and s gimeltensgus incresge In the abso-

. 80 .
lute mans of prefita.” Tu _Hnrx's' worde,

The law of the fellins tendensy ef the rate of profit,
or of the relative decline of the appropristed surplus=-lebor.
gompared to the mass of materislizéd labor set in motion by
Iiving labor dose not argue in any wey apgainst the feet that
tha gbpolute masa of the employed and sxploited labor eel in
motion by the sosisl caplial, and vonsequently the absolute
mass of the gurplus=labor appropristed by it, may grows

58, 1blde, 111, 510=1l.
69, Ibid., III, 304
60. Ibid., TII, 256+
61, Ibids, ITI, 263

& __;_____'__1_'"‘__,_,. e Lt i = P 3 i e mrﬁa#mimﬁﬂwhw-m| T A T



We ses, then, that in spite of the progresaive fall of the

- yate of profit, there may be an absclute inorsase of the
rumber of laborers employed by cepitel, an ebgolute Io- =
ereage of thé labor set in motlen by it, an abscluts lncreese
of the mags of purplus-labor abgorbed, & resulting absolute
inoresaq of the produced surplus-value, snd congeguantly an
ebzolute inmorease in the mass of the produced profit. And it
may not only be so. Oun the Lasis of capitelist gpoduction,
it must be so, eside from tenporary fluctuatlonz.

Marx duvélnpa the lew of the falliﬁ; tendeney of the ftﬁﬂ

of profit on the provisional asaumption thet the rate of surplus

yalue remsing congtacts". In thir onpe & rising organic couposition

of cﬁpit11 nac|u:itntuu . f;iling rate of profit. The sems i true
whenever the orgsnie tcompoaitlion rises faster than tﬁu.rnta of aﬁrpln; '
1Flﬂ'.' . -

The rulwﬁiéna smong the thres varisbles can be expressed

) : &3
in the following formala which sppearsa lu Bortkiewler and iz

62. 1bid., 111, A58,

67 Bortilewisz, "Zur Berichtlgung der Grundlegendsn thecretlsonen
Fonstractlon yor Merx im dritten Band des Capital,"”  Jehrbifcher fir
¥etionsl8konomie und Statistik, 1807, 324+6. Bortkiewio: dealos

the velidity of the Herxian lew of the falling rate of proflt on two
grounds. The [irs% 1 a deniel of the seussl dependense of the rete
of profit on the crganie somposition of eapitals  Bertklewies arguea
that the Merxlan law breaks down beocauze the rate of profit depends
orily on the organie cowpusition of oepital in the departmente produc-
ing meang of production sod weans of oonswmpiicn, and mob on the
orgamio compsdition of the third deparbment, producing luxury goodss
Be shows that, given e comstant rets of sarplus value, the rete of

- profil may remsin oonstant, although the srganio compesltlion of tha
 totel gapital rlees, if the riss ococurs only ln the third depurément.

{Ivid., 366-T.) This is formally eorrevt, given the divieion of all
concwiption goods prodwotion into twe departuents, the ratiesmmlity
of which has besan questioned previcusly, amnd the dublous essumpiion
thet the oresnic composition of sapitel im luxury goods productica
rissn fastsr thay the mverage. o o

g Mora imphrtant is Bertkiewinz' second reason for deuylng the
validity of the falling bemdenny of the rete of profit. Thie reats
on the mssiumption that, as & resuld of the lmwreased productivity of
labor, the rate of surplius value rizes faster than the orpgenie gom~ .
posttion of capltal, ("Wertrschminz wnd Preisrechnung im Marxsohen
System, " Arohlv flr Soslelwissensohaft und Sorlelpolitik, September,
1507, 446-84,) - . -

: Dol L.
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“yalue, and § = the organlc uompuuiﬁihu of eapitel, {e}% *fij; F
§' (1~ Q). Thls in « reformalatlon of Marx's formale,
The formuls iteelf

the countersobing o

64
SwWeaE¥ .

 With P = the rate of profit, 8' = the rate of surplus
. &b
Pe g T/_G*'I"T-

len tautalqgiaui expresalon which merely damonstrﬁtaa
ffeuta qn:tha rate of profit ex#fui;ad by the rate

of sarplus yalue and the crganie cpﬁpnuition of capital.

A rieing rata of gurplus wyalue is typical of capitallst

production. This is & direct prpression of the inereaalng produg=

ﬁivity_pf labor, which lowers tﬁu valus of 1#Eor powar, and inereases.

tha satio of unpnid to pald labor.

Like every other ineresse in the productiveness of labor,

pachinery 1 iutended to cherpen commodities, sand, by shorben-

ing that pertion of tha workizg day in which the laborer works

for himaslf, to lengthen the other portien that hé glvag, with-

out an squivalent, to the Glgﬁtaliﬂtu In short, it is a meens -

for produsing qurplun Talus.
The importans quaatinﬂ is whether the rlus in the rate of
purplus valie cen oPerscmpenste the riee in the erganic somposition

of expital, aud thus upsat the Herxian lew of the fedling rote of

préfiﬁ. Harx himself does nshte that

" Pho rete of profit might sven rise, if m riee in the mts of
sarplus value were mocompanied by & cousidersble veduetion in
the welus of the slemenuts of constant, end partionlar¥y of
rixoadg cepitales But in reality, &8 ga have asen, the rate
of profit will fall in the long rum. oo

g5, Capital, 1II, 6Be
g5, Ibid., I, 406,
B?,_ibiﬂ;,'fll; 260, For Marx'e pummary of all the posaible vs—
awika of changee in the rate of profit resulting from ahengee in tha
rute of aurplus ralue end Lhs nrg;niu-oumpnaitiun of oapltsl, af's

ivids, Y11, B2wés
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Swasry finds Marx's formuletlcn of the fnlling'tendaﬁuy

of the rate of profit unconvinelng on the prounds that since every.
ineresse in produnti?ity toth raises the rate of surplus wvalus and
1nhiﬁ1tu the rlae of the orgamic comﬁuaiticn of oapitel, the nab

uffaat of mpiamﬂut: in the varlablee 1s iﬂdetgfmingtd.ﬁa
" ynpile in the shorb runm, the sffsct of w rising rate of
surplus vilue may ﬂTﬂrbtllnﬂé thet of rising organic composition,
in the long rug, na axpital is ixnraasingiy obmpuséd of uouﬁtuﬂf
capltel, thﬁ mie of brnfit ma s fallf : Thia appeara most clearly "
from en examluation of the uss wwlues nhi;h form the elements of

eapltal. In the normal cause, #ach lnorsess in productlvity mesma

-an lnersaszs in the materind moang of production, and & ralative de=

oreage in the labor time nseeasary te trenaform £he means of produs—

tion 1nto une ¥eluess Yhenover a piven guentity of materisl meann

6B8. Swesry, opa cits, 100=Bs Sweozy attempta to justify by encther
arpument the law thet hs Finds unsonvineing on the ugual groundas

He arguss that the riss in wages whiah potompanies the increased de-
pend for labor power lnoldent to sccumulution reducds the rate sf -
gurplus wvalue, snd thus lowars the rate of profit (Told., 1085, 149}.
This argument, in full eputradistion to Ewaary's previous argument
aboot the impertant affeot of the rising rate of surplua walue, wes
praviously sdvanced by Hllferding. Y FinnnzkafitaI,Zgyrxesthdiau,
Dritter Baed] Wien, 1910, 3Ei=33 %40=57 460a] LL reets on & mis-
conosption both ¢f Marx’s mathod end the scsumulation process. I
should ba remembered that Mayer's analyala of rlslag wages in Tolume I
s baaed on the provislonal, snd sdnittedly, unreal, sssumption of &
sonstant orgenie oomposition of enpltals  With the rislng organis
epmposition amd the reservs Army a6 typlenl accompanimenta of the
socumnlation proessa, the rise of wnger aborve the valne of lebor
power, except for tewporary devletlons, is excluded. Marx states:
srplieitly that "The falling tendsnoy of the rate of profit is
acoompeniad by & riming tendsumey of the rate of gurplis valus, that
ts, $u the rate of exploitstion. Nothing i more absurs, for thia
resson, then to oxplain a fall in the rete of profit by a rise 1o iba
rate of wages, eithough there may ba exceptiopal onses where thls

3

mey apply." (aniﬁnl, 111, 281.)
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af praduction s6ta 1n motion = prngraaaivuly smullar tntnl numbe

of luhur days, of wihioh the uppald portien of thls 1nbor timn da-=

creauan, the rais of profit must fall.

I Muuua af -
Product;an

160

Conabunk
Cepital

p L[ I
I1. Ysanx of
Produstlion

. Conwrtamt
Gapital

plos)

wilve by $00%, yet tho rate of prufit falles

: Total Lgbur Paid labor
Days Daya
100 ... -5
VYarisbie - Burplus  Rate of
Capital - Velus Surplua
Talus
'Sf?
. B0 oose C Joog
- Total laber Paid Lebor
Days : Dayse
g - 2
c:Varisbla Eurplui BEate of
Capltal Yalao Surplus
B Telus
5
2 1w - 900%

: pruduetivity nan bo 111ustrlted by tha fnlluming tnn cagsst

The - effaut of a ehnngﬁ in

anaid Lahor

days
50 .
Organle Rnbs of -
Compoel- - Froflt
tion of g/ck ¥
itel
y e
86.66 C 33458
Topeid Labor
Dayw
13
Crzanio Rste of
Gomposi-  FProfld
tlon of S/IE 7
Capltal
c/e+ v :
98.04 17.84

‘Hara tha organie aampﬂnitian inuraiunl by 50%, the rate of murplws =~

- This unuuual roeali,

. of ocouras, follews Lrom the fignrsu of tha a:nmpla, whioh wera chowen

:pné{fiullly to ghow that an thh aumpquitiun_of oapltal becomsn wery

' high, the ftlling rate of profit appears as an sbaplute lews

Th: nhaqlute oha rpater of the 1aw of the falling rate of

-profit ATinEs frum the faot thnt thers ia an absolute limit to thg

rate of surplug walue, in that however large this rate may bs, 1% ls

-
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ptill limited by the tutnl. mnber ‘of hours of the working dey, some

of which must constitute paid labor time. The rate of prefit must
Fal) with the progressive rﬂtiuc:tin_:-ﬁ of the mass of labor power from
which the maes of surplus ﬁ_'r.iuu, "Ei'ren the rete of rs_u'r_-pl_us. Talue, 1:
oalsulateds Marx. explaipe this by *_;Ea folloming exemples.
Two lahorers, each workiag 12 houra daily, cannct producge
the same mass of surplus valus ag 24 laborers sach working
otily two hours, aven il thay could ilve on alr end did
not have to work for themselwss at all. TIn thile respect;
then, the compensetion of the reduction in the numbayr of
laborers by weans of an iutensification of exploltation hau
sertain impassible limits. It may, for this reasan, check -
tha fall -u£ the rato of profit, tut cannst prevent 1t
ecbirolys b : L _

Marx mentions six nwnta.rt’eudanaio_a to the fallipg rats of
profit, the foreea which "thwart and anoul the effects ovf this gensrel
law, leaving to 1t mraly the charaocter of a tanﬁunc;r»“ T Thoxe

followr T

{1) Eaiuing the intensity of exploitation

(2] Depreseion of wmges below their value

{3) Relative 'ovifpupulation {and ita employment in industrises
of low organle composition)

(4) Cheapening of the slewents of oonstamt capital

{6) Foreign trade (which chespens both the elements of eonatant
capltal and subsistence gooda) _

{6) The incresse of the mtock of oapltal, particularly the interest-

o boaring cepltal of heavy inﬂuﬁriea, such aa railroade, whose

£9. Ibid., III, 280.

. 70, Tbid., ITY, 27%. -




e . _ . Ejl. ' . ;nte;uf ?F;f#{.ig.laﬁaf ;hgn thg'#verﬁgp, but dnes nok exber -
. i;:ﬂ:;ﬂ thJ_e. .da.t'é*r;niuatiq.ﬁ of "i:-hd t"ﬂ'l"&.Eﬂ. -.Tl [t

cen fu ahall .ﬂ..ﬂal_ ‘n.ii_:h' thegs néuntertan_da:_miéa in éur 1as£ pha.p.tar, .wheﬁ

| we extond the mpalysis developed n'era_.. o R o

™ o8 L 8. “Oyvoragewnulatlon with Refdrence o the Mass of Profite,

and Ereakdown _

_ The tandonoy to_br?'nkdmm whioh in iulharaq‘n iln
-papitaliasm is realized whénhtha acoumlation p;acaﬂs reaches. the ut&ﬁu
;f u?er;noumulntiun_uf capital: " Thig iz the stage when the f;llinf. .
mﬁ of vrofit i¢ no longer movobipanisd by a rlsiog mass of profits.

- The aaaantiai-éauae of the deolinlngz, and syoutuslly Eero,
rate -:.af'iﬁom.aa in the mags of prni';its. whigh is qxprunséd by the
f;lliin.g rebe of profit%, is the fum_:laniental conflick between .thu ax- .

- panslon .bf'P.mdu#tion and '.i;hu oreation of values. o -

The sontradigtion, generally epsaking, aconaists in thia,
that the ocapitslist mode of productlion has e teniency to
Agvelop the produstlve forces absolutely, regardless of the -
aveiel conditiens under whish capitalist production tekes
plaas; while it hns on the other hand for ita sim the pre-

- asrvation of the value of the existling capital and itm self-

. expension %o the highest limit (that la, en sweér aceslarated
growth of this walue}s Its epecific charaoter 1s dirschsd
At tho sxisting weius of capital as e means of lnoreaslng
thilis value bto the ubtmost. The mathods by whioch 1t aims to
"mecompllish this eomprise a fall of tha rete of profit, a

deoresiatlon of the sxisting oapital, sod a develepmert of
the productive foroes of labor at the expense of the already
areatsd produstive forces. « . » The sscumulation of
capital so far as its valus 15 ooncernsd, is checked by the
falling rate of profilt, in order to hasten still more the.
acoumulation of ity use-value, mmd this, in Its turn, edds’

- asw spead to the acoumulation of its welue. :

: Capitalist. produstion ls contlnually engaged In the
. 5D : attompt to overooms thess imsmanent barrlers, but it oversomes

71. Ibid., IXI, E?E-Eﬂﬂ+

B T T PP . PR TR it o oo LT B T ST ST



'

TR

tham only by meang which again plase the CEIL hurrieru
in ite way- in [} m::sra formiﬂa‘hlu slzs. :

. .. The ranl barrier of capituliat pruduntion ia cafxtal
itaplf. It 1s the fact that capital and its self~sxpansion
RDGZAY 4k “the starting and closing point, ao the motive A
and aim of productlon; thet prednotion ig worely productica -
for « agital, and not vice yeres, the means of production
mers waans for ag sxpanding system of ths 1ife procéss for

- the benefit of the sovlety of produceras Ths barrlers, within
which the pregervablon and self-expansion of the waloe of
napital resting on the exproprimtion and panparlzatiocn of the.
zroat mean of producers gan alowe. movae, thase tarrisre come
ouutinually in collision with the methods of productien,
which papital must employ for its purposas, and which stesr
straight towand an unrestricted extension of produeticm,

_toward produstisn fér its own self, toward an uneonditionsl

. tsvyologment of the productive foresa af assoiety. The mepna,

- this uncouditionsl develeopment of the productive forces of

~ Cenclaty, comes continually into confllet with the linmited
end, .the eeif-expanslion of the sxistling oapital. Thua, while
the capitaliel mode of production 48 one of the historioal
msans by which ths material forces of produstlon are developed
wod the world market reguirsd for them sare erestsd, it ix at
the same tims in contimal sonfllet with thls historical
task and the conditlions of soelal produstion carrﬁsponding
to 1ts 7R

The ounflisk betmeen the means and tﬁm aﬁﬁ ﬂf uapit;liaf :
frcductianh betmwawn fha produetlon of use valﬁau.-#ﬁd tha_raali:wbian
of exchange valua, sﬁuwu Atself ia thé averntiual dvgrncuumulnt;nﬁ of
oepital. To illua.bratu oﬂﬁoadmlutinn, or overproduction of |
Bapital, Harx asaumes it to ba wbheoluta. Ahauluta nvarnnnummlatian

73
iy simgly s zern rate of incronsa in the many ﬂf profite.

"'Fz. Toid., III, 293;5..

FE-P In tha solrse uf auuumulatlon thu rata of profit falls so that

u»w
e B < 1‘.'.‘:; the mess af praﬂts rises ap that ?a; et ot
o{¢+r] dt "'F'"

ady
a decresming rate so Lhat m <{}. M; tha polnt of uhaoluta G¥ar-
auaumulatiﬂn whe re therﬁ im po uhnnra 1n the mwzs of prufitl' S0 _ 20,

al%3v)

At thia point the averags rntn of profit ie 1+i
marginal rate nf profitgin teTo. roR . llthaugh e
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“Thare would be abgolute gverpreductlon as sconm aa the
addttlonal cavital for parpesss of aapitalisgt producstion would
be egnal to zere. « + 2 As s00n A8 capital would have grown
to such A proporbion compared with the laboring popaletiom,
4hat neither the absglute laber tims nor the .relatlwe surplua=
labor time could be extendad sny further {this laat nemed .
“gxtension would bs ont of ithe guestion even in the mere cass

. thot the demand for labor would be very stromg, 2o that thers .

 would be a tendsmey far wages %o riss); as scon as & point is
reashed vhere the increased cepital produsos ue larger, or
svan smallar, quantities of eurplus-walus than it 214 before
itg inofeasas, there would be an sbsolute ovarproduotion of,
sapitels - That is tc eny, the imcressd sapital L+ &4 C would
not produse any more profit, or even leas profit, than capital
¢ before its expansion by AC. .+ « . . The fall in the reta
of profit would then bs acoompanted by en absolube decreass '
in the mass of profits, since under the comditions woounad Ry
vis the masa of the smployed labor=-power ¢oild oot be lncroased
and the rats of surplus~rmlua pot reised, so thet thers eould
ba mo ratsing of the mass of surplus value. And the peduced.:

. masa of profits would have to be ealeulated on an inereased
totul sapltal. ’ ' .

- 01ﬁrpruiuation of capital means that capitel 1a Taaanis

‘ymable to explolt labor to a degree required by the fhealthy,
normel” development of the procsss of oapltelist produetion,
a dsgres of sxploitetion, mhich would fncroass ab lonat the
‘mamn of profit to the extent that the masy of the employed
eaplbal would grows whiok would therefore sxeluds any poaal-
bility of the rate of profit falllug to the same extent thet
ospitnl grows, or of the rate of profits fslling over mors
rapidly than ompltal growe. ' -

An Hurx uges the term "overprodustion of sepitel”, 1t is ulwsys in
- A - 78

terme of insuffisient proflts, unot of inauffiuienﬁ damurd .

. ‘The state of absolute overscewmulatlon of eapitsl does nat

pasn that the rets of profit falla to gero. Th;ﬁ is impﬁsaihio 1

long as nlﬁital'inulﬁdas uny'vtriibls oapital, which producss surplus

269-M1.)

Tds Capital, I1I, 299-300.

75. ﬁrurprudﬁuﬁion 0¥ axpiial nnoausnrily.implinu dvarpfoduntinﬁnuf

#ommoditien, for ompltal oonslste of commoditios. As Marx polnts

out, Ricardo im perfectly sotsistent -in danying botlg his suscsasors, -
jroonsistent in admltting overproductlon of ocapitsl, while depyloeg
ovarprodustion of ogmedities. (Theorlsn Uber den Mehrwort, 11{z),
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velue. Loug befora the rate of prufit tpprnauhnu aera. an absglute

1imit to nncumulntiun takea placa; thisg is tha fact that nucunmlat1nn
o 1ongar yialds an innreasn in tha mass nf prnfits« |

The logical oonuaquannu of the ovsraunummlatiou of onpital,

- within the nimplifiad modﬁl ] hnTﬂ preaanted, ia breakdown of thﬁ _

ayatum. Thu statu of ovurnacumulntiou provokes a orisia uharactﬂri:ﬁd

hg tha dapracintiou of capital ve lugs, fa}linr pricez, eollapse of

tha oredit aystﬁm,_ an nutunl-stugnatinn and collnpﬂe nf thea prnnoaa

of raproﬁuution, und -Floslly a sreal falling nfr in reproductlon.” "
Thet the crisis does nnt davelop loto a permansat etapgne-

tien iz axplainad by the forcen uf ndnptntion snﬂ ruoovary wlithin .

fha systam, which will escupy our attuﬂtinn in encther nhnptar.

The pren&diug spalyelz hea demonstrated Mﬂrely thnt %tha logie of the

aouumulatinn prunanu necossarily impliea bresicdown.  Our next tesk

is to analyze the breakdewn tendency in mors detmil within & OO

rigldly Hp!clfiﬁd modal of tha nonunmlutian pronnua, and Lo examinn

“the countartendonnias which osheck the breakdoan tsuﬁunny and, together

with th mgchgniun.of uueumnla*inn, glve to capitellat duvalnpmant
ri

its ﬂharmturistiaally oyolisel pattarn,  In thie comnection, we

shail exmmiie Harx g dlsouaslon of criaus and the contrihutinnn of
Marxinn oritioca to the theasry of huainaaa eyoles and ospltelist

b;aik&uwﬁ‘

'TE..GnEitul, 111, 298. . - ' o

77, Tha unfinished atn.tu of Uapx'n work appsars moat oluarl;'_r in the
chapter in Volums 11 of Cepital, "rraveling the Interual Gortradie-
tians of the Law,™ which containe beth the ahatraot gensralisations

ot the comsradistions of the system whikh leed to the gweTascnn i~
tion of oapital, and the conoreta desoription of the oycle, partisu~
larly.of lta dapreasion end recovery phases. Thie deseription, on

a muoh lower atags of abatractlon than the snelyale of breakdown
tandqnny, 1ngi¢nlly sheuld bo poparatad from tha thuurntionl unnljui;.
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