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PREFACE TO MIE SECOND EDIrION ( JUNE,76)

Thele ls no final crisie of c€,pitalisn - not in the abeofute senBe at Ieast.
There is fio point at which capitalism as a mode of production simply fall.h off the
cllff of historyl rhereupon the tsocialistst or I revolutionaries I cone around to
pick up the pl eces.

Capit-lism is the only moale of production rhose very existence depends upon revol-
utionleing its productive base (due to the coopetitive pressures of capital
accumrlation). Accoriiingly it also happens that capitalisn can and does revolu-
tionise the eociaL forrne under which accurrulation takes place, for its more
efficient functtoning. It is profoundly miotaken to look to the private ownershlp
as the distingulshing feature of the bourgeois regimc , as has been traditional
ln the cou.ntrj.es of capitallsmrs original enorgence. On the contrary, this is
increasingly outmoded even in areas of Westem Europe which are now well adrranced
towards a state capitalist mode with Buitable social denocratic/welfareist
superstmcture.

Change - sudden and qualitative - is inherent in capitalism. or instance in Sritein
we have seen the switch frou the pre-war laisser faire norm to post sar Kelmesian
orthodoxy. Ae predicted in the previous edition of this paDphlet, Keynesian
lndirect nethods of denand lnnag€ment, are now belng replaced by ovelt state
dirigisrne, predicated upon Labour parlyfi,U.C. corporatism, and utilising masslve
capital injections dralgn from state revenues.

Hence there is no point at which capltalism w111 by its own inartia, simply run
snack into a brick waII, to be stopped dead-. 0n1y active confrontation by theproletariat can put an end to it.
0n1y when the proletariat is ar$ed with class initiative and scientific social.iee
can this occur. And these vital ideologlcal actions do not drop from the skies,
nor do they spring out of the ground of lnnediate experience. They come only irom
the class party that has arisen. in the course of the stmg5lle to fo::rmlate and
dlsseninate a sci.entific progra^nne i one whose first prerequisite is to constitute
the proletariat as a pq$l:.g!4 class. In the first instance thia means supplantingthe defencj.st, sectoriEiiEE ull,ons with the offensive, consolitlated., rnalustrial
Unions.

rt is to the causes of this crisis in wor1d, but Eore especiarry British, capitalthat this parnphlet is addreseed, so that by grasplng the objective dynanrlc beneathappearancea' it can be nade the penultinate crlsie.- that mlans stuttying its lessonstheoreticalJ.y.

llhe subetance of proletarian paraphlet No.2!_ nhe CrisiE of .British Capital; itscau'-e! end conseuuences is essentiarly unchanged fron the firet ealition of thepa^nphlet of June 75. Drt it has been ixtenaett-and section r entireiy-rerrrttenae the previous edition contained e*ors in the estimation of expr,oitation.lrhis. edltion,.ie also provided rith better statistics (a"""iit"a--i"lpp"nai"u").r\'rrthe!, section i[ hae been subetantially rmgthened, ina agaln """ "iienarceeatlded. This Dakes the four sections toglther-far too unwieldy to be a singlepanphlet since the aections tlear. wlth dlfferent aspects of thl crisis, wc haveaccordingly sp].it the pmphret up into two parts of two sectione each. [e noy havePart 1 = 5s,usgg
Patl 2 c Consequences

The G-loesary of [er:oe is a new feature anil eppears at the end of eection 1, thoughof relevance to both.

r\rther R?aq-1ng (of iteme not cited in the text), p).us a list of ablevlationsappears at the end of part 2, and is-likewlse r6ieLnt t" t"it -p""ir.'--

c03r wErcouDs colc xNT III0N' AlfD c8rucrsrfis oF rtrrs p.ArlpIILET AIID Ar,so oF Ti{E nEsoOF ITS PUBIICATIONS.
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Paradox

for its

The Crisis

1. Britain was the country of Ehe industrial revolution. rt lras here that a

new form of society, industrial capitalism, was born. Having given birth to this
capitalist mode of production, Britain has beer doninated by it more completely
then any other country. The present crisis, referred to in the press as "BriEainrs
crisis" must be understood as a crisis of this capitalisr oode of production. rt
is a crisis affecting capitalist society on a global scale, but one which mani-
fests icself with special intensity in this the oldest and most decadent of all
the capitalist Dat ions.

The essential features of capitalism

)

all
Capitalist production has two essential features that distinguish it fron

past and future sysEems of production.

(i) Social labour takes place in separate units of production, which can only
naintain Eheuselves by selling their products as comodities. production

is for society since goods are not directly consumed by those who n$l .

them; (shoes for example are prbduced for public consumption, trot just
those working in shoe factories). At Ehe same time however, production
ie subordinated to pr.ivate interesto. prod.uction Eakes place in separate
enterprises each of which seeks only iEs own gain. The enterprises are
not interested in the useful qualities of their products, but as Ehese
products are their private property they are unwilling to give them up
unless they can receive soEethiqg equivalent in return. Here rre. see
the first contradiction of capitalist producEion; how can the product
pase from the unit of production to the cousuners lrithout the former
losing any of its property?

equivalent in money.

the comnodity that it purchases?

It is equivalent because with this money it
comodities that have the same value as the
is the source of this value? I{hy are thes e

the product becoming a cormodity and being
In what sense is money ttequivalenttr 

Eo

is possible to purchase other
original comnodity. And what

counodities valuable?

is only resolved by

The comnodit,i,es are valuable because part of societyrs labour has been
used up in their production. The value of a commodity is nothing other
than the number of manhours of social labour that are required for its
production. The more labour that society must del,ote to a conunoditvrs
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Production, the more valuable it is. It is this underlying value that
in the long run, determines prices of connnodities. If the prices of
corurodities fal1 below Eheir values, so Ehat fhe producers are unable to
sell thern for their equivalent in terms of mone)/, they will be unwiLling
to continue production. So we see thar the system of commodity production
already contains the seeds of crisis, arising from this contradiction
betrreen private property and social production.

(ii) The second feature of capitalism is that the direct producers are separated
fron the means of production and reduced to the status of wage slaves,

The aeparation of the producers from the means of production, the concentration
of these means of production in the hands of a class of capitalists, and
the congequent creation of a property less proletariat is the result of a
historical procesa that goes through tvo phases. The first of these ie
the foroal eubordination of rabour to capital. The fornar subordinatioa of
labour to capital arises on the basis of the forcible dissolution and des-
truction of precapitalisf systems of production. At this stage the tech_
nology of production is based on simple manually operated tools. It is
stiI1 technically possible for an individual worker ro use these toola Eo
produce on his own account wiEhout the intervenEion of a capitalist. As a
reault, if the capitalists are to obtain wage slaves, a clase must be
created that lacks the tools and other means of production required to pro-
duce independently. To achieve this, the rural population must be driven
fron the land into the cities where they can be brought under capitalist
exploitatioa. The means by which the link betrreen the peasantry and the land ts
broken 6y a landlord c1ass, the flight of peasants from d.ebts, war and iEs
attendant de8truction, all play thei.r parts in the creation of a class with
no property but their ability to expend labour power. Ilaving no other
oeane of subs i stence, they are forced to se11 this labour power to the capitalisE8.

The value of a commodity is determined by the labour required to produce itl
the sae applies to the comrodity labour power. Its value is set by the
labour necessary to maintain the worker and his family at their customary
standard of life. In other words, the value of labour power is determined
by the labour required to produce Ehe food, clothing, housing etc, used
by the labourer and his family, But one clayrs work produces more Ehan is
required for maintainence. The difference between the number of hours
required to maintain the workers and the total number of hours worked
each day is the surplus labour
source of capital ist profit.

, (produc ing surplus value ) which is the
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During this first stage of capitalism, the main means by which capitalisrs
obtain surplus value is through the lengthening of the vorking day, so Ehat

the surplus labour results from an absolute increase in the amount of work

performed. In consequence, a maj or feature of the proletariatis struggle against

exploitation is the fight for a shorter working day.

The second stage in the separation of rhe producers from the means of pro-
duction is what Marx terned the real subordination of labour Eo caPital-.

During the first stage independent production by artisans and other sma11

producers was still technicalLy possible. In this second stage where the
production processes comes to be based upon Large scale machine industry,
the oature of the forces of production becomes such that they can only be

worked by associated labour. Sma11 sca1e, independent producers can't
comPete with capitalist industry. Driven into bankruptcy, they are forced
down into the ranks of the proletariat. The vork started by politicaL and

1ega1 repression during the first stage of the separation of the producers
from the means of production is now completed by the technical superiority
of capitalist production.

The develop,ndnt of productivity that accompanies the real subordination of
labour to capital opens up new possibilities for exploitation. previously
capital- had relied upon the production of absolute surplus value through
the lengthening of the working day; now it becomes possible to proaluce
relative surplus value by reducing the value of l"abour power. The devel-
oping productivity of labour allovs Ehe vaLue of labour power to be
reduced rrithout real wages having to fa11, since, as labour becomes more
productive, lbss labour is needed Eo produce the goods that $rorkers consutret
As Ehe labour necessary to reproduce the workers fa1ls, the surplus por-
tion of labour must rise. irgah ia l"+9 r^tQ' :

Some Contradictions of Capital ist Development

3.oncetherea1dominationof1abourbycapita1hasbeenestab1ished,the
production of relative surplus value becomes the driving force behind economic deve-
lopment. The nature of this development, however, is inherently eontradictory. Each
individual capitalist acts only to maxiriise his rate of profit. They invest in new
machinery capable of imptoving labour productivity because this enables theg Eo cut
coats' undercut their competitors, gain a larger share of the market, and thus
increase their Profits. But by improving labour prod.ucrivity and rnaking the product
easier to produce they reduce its value. At first, any gains they make are at the
expense of their competiEors who have not yet installed new machinery, and canrt
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produce so cheaply. The reault is that'fie.e competitors are ther.serves driven
out of bueinese - just as they had previously contributed to the impoveristment
of the independent arti8an6. The imrediate reaulr of the devel0Fnent of produc-
tivity ia that each branch of production becomeg dominated by feuer capitals.
The proceee by which relative surplue value is produced leads to the concentration
of capital ownerehip. Large capital grolrs at the expense of snall because it is
nore efficient.

rn addition !o acting as a constitnt process of expropriation, the production of
relative eurplus value tends to resurt in a falling rate of profit. (for detailed
explaaation of this see appendix l) The development of productivity usually
involvea the introduction of nore cmplex and expeneive oachinery. The value
of capital invested in nachinery tendE to increase relative Eo the nunber of workers
employed. But aince profit arisee froa the exploitation of living labour not
inert nachinery, thie tends to nean lhat lese profit is produced for each r
invested in machinery. Therefore the rrrte of profit per f of capitar invested tend'
to fal1.

Thie decline in the rate <if profit ie at first only a relative tend.ency, a tendency
offaet by other factors. The firgt is that the production of rej.ative surplus
value, by reducing the value of labour power, allows a greater quantity of surprus
value to be extracted from each worker. This increase in the quantityofsu rplus
value et first tends to prevent the rate of profit fron decrining. secondly; the
improvement in productivity also affects those iadustries where oachiaes are produced.
The value of uachiroery tends to fall; it becomes cheaper. This means that although
an increeaed magg of uachinery nay be enployed per worker, the cheapening of this
nachinery could result in it representing a smalrer value of capital. Idhere thie
ie the case, an increaee in the quaatity of machinery used vill not lead to a fal1
in the rate of ptofit. we shalL see how this dectrine io the rate of profit becomes
cransformed ih che course of capitalist developent from a relative tendency into
arr absolute law.

*( What is the Decad enee of Cap ital i sm

4, According to the uarxist conception you canrt say that any social systeo
ie abaolutely progressive or absoluEely reactionary. capitalisn can only be
judged progressive or reactionary compared to other social systens. tlithin a society
capitalism enters it s reaclionary phase once i ts ask is complete, once
it has finished the rrork of expropriating and proletar ianis ing che independent
producera: the peasants and artieans.

x

I
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In this historically reactionary phase, the contradictions of capitaL accumu-

lation become increasingly difficult to solve. Capitalism is production for the
eake of surplue value, but eince this surplus value comes from the exploitation
of wage labourera, the lioiE to Ehe anount of surplus value that can be produced is
set by the 6ize of the proLecariat. The more workers who are being exploited the

Sreater Ehe surplus value. Wtrilet capitalisu exists alongside petty production,
the production of relative surplus value is continually ruining masses of petty
producera and forcing theur dolln iuto the proleta.riac. This ensures a growing

proletariat available for exploitation. I{hen this is conbined with the effects
of the falliug value of labour polrer the result is a rapid expansion in the
production of aurplua value.

The expansion in the quantity of surplus value produced would slov dorrn the fa1l
in the rate of profit. If Ehis is not enough, there are two oEher effects that
accoDpany thia rapid expans ion of the proletariat. The constanE influx of new

el€Dento into the working class means that the trades union struggle is carried
out under unfavourable conditione. The exigEence of a large reserve army of
unemployed, conetantl], topped tp by toigration frou the countryside, means

intense coopetition for that jobs are available. Wages can be pushed down by

eopLoyers till they are actually belor the value of labour pwer. In other rrords,

real living sEandards decline. Iurpoveoents in productivity lead to the increasing
misery and iq overi slnnent of the ploletariat.

Secondly, a repid expanaion in the nunber of workere employed provides a ready

outLet for capital investoent, which slows dowo any tendency for the capital
eorployed per worker ti, increaae, since ita value is spread over more workers.

During thia expansionary phase of the capitaliet mode of production such crises as

occur are of the cyclical rather than the ehronic aort. Prosperity and depression
su6ceed ggsh other in a lO year cycle. During boom times, increasing production
and employnent accompanied a big expansion of credit. Capitalists borroo to
finance an expanded scale of production. lgwgemp-1ogen1hcgl,er-31lggs gkerj
Eo win higher JEgg T{$. dSg..""g ptrgfits. In response investmenr is cut back,
and nev orders slor.red dorn. capitalists who had borrowed on the expecEation of a

bouyant narket find theoselves with unsold stocks unable to meet their debEs.

A round of bankruptcies and coqany failures follows. prosperi.ty is transformed
lnto depresslon. Unemp loyoent riaea again, \rages agaln fall preparing Ehe way

for the next round of profltable exploitatlon with a larger and lrorse-paid
labour force whose morale and Trade Unions has crurobled in the meantime.

P

0
o
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5. The Formation of a Surplus Populat ion

The continued existence of a relative surplus population that can be drawn
into Ehe exploitation process is vital to the accumulation of capital. Marx
identified three forma of such a Relative Surplus population.

(i) Tle floating reserve population. This is consEanrly generated by Ehe
development of technology that accompanies the produetion of relaEive
surplus value. If machinery is introduced that is capable of doubling
the output of every worker in the shoe industry, what will happen?

First the price of shoes will fall- aa each shoe will now contain less
labour. This fal1 in price may stinulale an increase in sales but
the rise in galee is unlikely to compensate for the fa1L in price.
If prices felI from E8 per pair to lb per pair, and if at first 10
nillion shoes were sold a year we vould start out with sales of EgO

rnillion a year. suppose that as a result of the price cut sales rose
by 2 million to 12 million we would end up with sales of only El2
nillion: a fa11 of t8 rnillion. This decline in the varue of sales meane
vre have over-production of shoes. Under capitalism over_production
leads to unemployment, in this case anong shoe workers,

The production of relative surplus value Ehus necessarily entails the
consEant "setting free" of workers as a resulE of improvements in pro_
ductivity. These workers 'tset. free,' are what ruight be cal1ed the internal
surplus population generated by capitalisur. They make up the floating
reserve populat ion.

(ii)

(iii)

The latent reserve population. This is historically the most important
part of the surplus population. It is made up of that part of the pop_
ulation ernployed in agr i cu l tur e.

"Part of the agriculturar population is therefore constantly on the point
of passing over info an urban manufaeturing population, and on the look
out for circumsEances favourabre to this transformation. (Manufacture is
here used in the sense of all non agricultural industries). This source
of relati.ve surplus population is thus consrantly flowing". (capital r p.642).

"The third caEegory of the relaLive surplus popularion, the stagnant,
forms a.part of the active labour army, but r.lith extremely irregular
enployment. Hence it furnished to capital an inexhaustible reservoir of
disposabJ-e labour power. rts conditions of life sink below the average
normal level of the working class; this makes it at once the broad basis
of special branches of capitalist exploitation, it is characterised by the
maximum of working time and the minimurn of wages. hre have rearned to knoi,
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its chief form under Ehe rubric of "domesric industry". It recruirs iE-

self constantly frorn Ehe supernumerary forces of modern indusrry and

agriculture, and specially from Ehose decaying branches of indusLry where

handicraft is yielding to anufacture, manufacture to rr:achinery".

(Capital I P.643) .

The second and third forms of surplus population rely upon capitalism not yet

having ful1y industrialised an economy. Once agriculture has been reduced to

the status of a ninor branch of Ehe economy accepting outy a few Percent of the

workforce then it ceases to supply industr), with "a surplus" population. When

oanufacture and handicraft have fu11y given way to industry then the gtagnant

resexve also driee up. Capitaliso is then left only with the floating reserve

that is released by inprovenents in productivity. This reserve is the result
of two confl.icting tendancies. (a) the rise in Ehe or:ganic composition of eapital'
whi.h meana that a larger proportion of capital is invested in machinery so that
each El millioa of capital employs fewer workers. This rise in the organic
conposition of capital releageg workero. (b) The accumulation of capital as profits
are reinvested as capital in new enterprises thus creating deoaand for labour
and absorbing the floating reserve arny. Only if the firsE process exceeds the
eecond i.e. if the organic conposition of capital rises faster than the overall
accumulation of capital, does capitaliem find itself with a secure reserve popu-

lation. If this does not happen , the accumulation of capital meets wiEh a limit
6et by the supply of labour power. But this interruption of accurnulatiotr leads to
uneDplo)ment and an'expan8ion of the floating populaficn. Hence the paradox Ehat

under eapitalisn a shortage of labour powet results in un ernp l oymen t I

trThat the natural inerease in the number of labourers {oss not saEisfy the require-
ments of the accumulation of capital, yet in a1l- times is in excess of than, is
a contradiction inheren! io the movement of capital itself. rt wants larger
rumbers of youthful labourers, a gmaller nunber of adults. The eontradiction
is not more glaring than rhat other oce that there is a complaint of the lraflt of
hands, while at the same time many thousands are out of work, beeause the division
of labour chains Ehem to a particular branch of industry.,, (Capital p.641.).

Even in the current depresaion, the most grave since the advent of Keynesianism
ovet a generation ago, employers are'often heard to lament dearth of rrthe right
kind of labour" ia the right place at the right tine.

Lrhen capitalism has completed it hietoric
balance of class forces changes. As the

task of pr oletar iani sat ion, the
size of the working class stabilises, union

organisation becomes stronger and more capable of defending and improving wage



DISPLAY DATA :I'iethocloloay and conpilation data u6ed are set out in AppEltDIX A-

Chort I Agricultu ral in relation to total labour forc e

Agr i cul tura 1
Enp loyees
(rOoos)

Tot.al
Employees

Agricultural
as % of total

1841 1851 1861 1871 1881 1891 1901 1911 Lgz:r

151s 20t7 L942 7769 1633 1502 L4c,6 L4g6 L&r.

6908 9737 Lo,523 L2,752 t2,73L L4,4gg L6,28O 18,286 19,354

22"1 2L% L87" L4% t3% to7" g%

Source: Census.

POPULATION OF MAIN CONURBATIONS,
I 9o I - I 961 (To nearest thousand)

^ Qrnhbation lgol lglt tgst tgsl l95l
Greater London 6,686 7,256 1,qag 8,9t5 8,S,*8
:9.Hng:!-r." e,tt7 s,S2B 9,s61 s,+e1 2,495
Wcst Midlands l,+83 l,63+ 1,775 r,9SS e,e||
West Yorkshire t,Sq+ l,j9O I,6l,i r.65J I,695
Terse)jsLq" - _ - l,oso t,157 t,963 t,3+7 t$a2
Central. Clydeside t,s4s r,4r,l ,,6s8 1,690 l;760I]meslde 618 Z6t g16 Ae1 895
s o u a c E : Censuses of populatoD, England and Wales end Scotland.

l96l
4,t72
2,*27
2,344
t,7o2
t,986
1,8O2

459.

Histogrorn I : THE PERCENTAGE OF THE
POPULATION CLASSIFIED AS URBAN

ao+a"
so 7gch

75n/.

7C

j

@

50

40

30

20

50"/.

to

or

Tqble I :

Source: Short Econoni c

and So cial 'Hi s tory of
2Oth CenturY Frj-tain .


