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PREFACE

To ganara.tmna oi‘ acmomisi:s schodled in class'l,nul ortho=

‘doxy, the ides of & necesEary hraakduwn off thu capitnlist euauomy haa

gunara.-lly nppaa.r&d tos ba a dalu‘uiun_. Capltallast prugraqs n.:_:.d. _

.s-:-.:rnamin theory aliks puinted %o the Bame senclusiont them wia an

inharant tendency to oquilibrium et progressively highir lawla. al=-
thnug_h thia tundam;r might be temporsrlly interrupted by the res

current bisineas cycle. Pari.uﬁin diutur‘btnuua. aren pi.rtial 'brﬁﬂ:-

. downe, wers viewed mainly ms hnnguvern due to business _"oxl:qxsan__ during

.'pmuparit;.r pariods, and thege excesses wers viewsd, ln turn, «2a th

reacult of gread .nnd/nr error u the banking aod hu!inﬁﬂ.ﬂ.sﬁ.rmﬂ_lniﬁiilﬁ
Eyen those who viewed Lhe bua'i'nus; nycio.nu i;nharant- in:capi.'l:n_'.u;t. .
dowlcépm:_lt donied the ecomomic mensasity of vitlmate breskdowns |
| Marx, on ﬁu popbrary, devslops & t:héary wirloh ig
apecificall:.r 2 thaory of capitalist breakdown. Ths conoept of
braskdown dssa nit rafar to & apaatnoular ¢ollapsa of the physleal
sheil of cnpitnlist“p:bducﬁiuy, the crumbling of baric walle, nor fo
the complele uensation.uf product lon. Nx.:ur'- duas: it impl.;;,r a specifia,
historim.l ﬂttﬂ whan ¢apitaliam will be o‘mmiﬂh‘b tramfﬂrm:l in’c-o
& plannad woonotyys  Pathar it mesns that thu growlng unpruﬂtabﬂiﬁy
of & syﬁtam hhnsu Yory Eonl ia prﬂfit. muat lead th.l.‘b gystem inko
ineritable sconamle stagnation. ~ The hia‘turienl_ transformition frem
cne oeonomlo system to angther is & pmai;aé of soeinl x."uvnhue.tiﬂn;
ﬁhich oan o'cct.ir only when thase um:.n.ﬁ..ulﬁic cnﬁd_i't.idna aﬁn @11} |
.ripsued. lie deaiguate gﬂnn_nmiu: stagnation, or izmdbility to expand

farther as the- poiﬁt of bresidown of the uapi‘talié‘b'ays-ﬁm Tecaizse
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a atﬂ.mnant capitalism ia & uuntradintinn in termag.

Marx '5 theur:,r of breakdomn is only one of anaral break-

‘down theorles of which the most important ars the Riosrdo-iill

theory of the atnticmrjr atat:u, apd the Keynus-Hnnsan theory of
gacular stagostion. The conmon femture of Lhess three theorien,
th;a fnct. that il a,ttrihuta' the nta;n&tion of the capitelist
:;aonumjr to the dscliue in profits, iz likely te concesl their T
f‘unﬂnmnta.}. differa noess -
Tha ai ut-inguiuhing feature of the Mnrxil.n t.,m:qr a8 oom=
perad with the others 1 that i% is deduced frem thq thaor;r whigh
explalne the esoonomlo laws n.pqcific_ to the capitallet escaoty, the
theory of wvaluss The P.:icn_rdo-ﬂi]:l stegoation thesis, on the

other hend, oxpinlna thae seuse of Stl-tgnation, the fnliin_g rsftn.oi'

"prufit., oy patural,’ i'nther thsn by soonmomia -ll_nm:, aamely hethe

lews ;:f pepulation acd of phyaicll preductivity of land. The
Keynea=-Funsen stagantion thﬂ.li!., in contrast t‘.n the pthar.s, expleing
the ceuas of stagnalion, the declining margizal efficiency of
ﬁnpf_;'bnl, ﬁniﬁly by paychologionl, rathnr-. than by sither naturel

ar economlo lews, _n.&mul:ﬁ tha _pﬂchulogiﬂtl prupunaitiu to con=

© mGme, snﬁ and inwvect. .

T 2taye il
A walid Lhanry of  breakdown must bo 'bnsad on Monumia

© lawa. If thera —— nl.turtl laws or ps:,fuholagiﬁal JEL ] in&tpanﬂont

-

of tha apacific socnomlo system, thnau lawe “alous muld te uonable .
to dntamina why at a given point nr its dﬂalopmnt.'thi-a- soonomi.e

system mist bresk down. We mdmib the sximtence of hitural lawa,
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sﬁch g of dﬁmiuishing raﬁﬁrﬂa to lend, leva which it mgst Ta

noted. oAz hu oguntsractﬂd ny ananami: nntion: but we deny the
existence of pnychaloginal prupensitiaa, such s thosa nntud hy
Eeynez, which &re inﬂeEandggt of a givnn stage of acupnmio .
davaiopﬁént of & epeoific sconomic éﬁstum-. Rnthér nra.théaa pro=

ransitiag thﬁmanlvau determinad by tha glven stage of ﬂaTﬂlOPMﬂnto

S:.milnrl:,r. the hlstorical fantn whi.ch ars comblned with the

peychologioul propensitiss teo prnduaa the thﬁ!ia of sacular stng-

netion must be expleined. The deolibm in the rnte of popule=
tign growth, the nllagéd onpital ssturstlon of the mefure economy,
the passing of the geographioal frontier cannct be addocad s

"eauges® of stagnation. They are, in fack, the visible phenomens

T

of oupitalist development, which formecous irherent in ita own
logls, unﬁarminas the prnfit;bility of the uyzﬁam so an o pru&ué;g
‘thezs uhnrpctaristin features of the mature acnﬁumy.

The breekdomn indicated in the Eurxi;n uyﬁtaﬁ is ﬂitar-..
mined.by tha.ingiﬁ of the evonomiv prooess, e logie.whioh ir reveslsd
bty the basic tool of esonomle nnalfsiu; tha:th;ary of walua. In
this thesis we attempt tv show how -Eho .Earxilm ';t;hmary of breskdowm

is dﬂri?ﬂd ‘from the theory of wnlu&, to ayat-matina the thaurﬂtionl

_ nrgumank by whish the breskdewn of ‘ho ayatem is dadused frem the

eaononla laws goraming this systenm.

Our first shapters lay the foundatics for this smalyeis

by disouasing ths maturs of walue theory ms such, the Varxian labey

1. For a conclae statement of thi.a thaory, of. l.l'rin Hansen, Yull
keaovery or Stagoation? (N. Y., 1958). ch. XIX.
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devoloping the theery of breakdowm.

4

theory of value as distingnishsd from that of tho olassioal

' aﬁoﬁomiéfs, apd the Marxien method of using the theery of wmlue

as & tool of amalysis. This method, the nethod of susoessive

gpproximntlon, is a step by atap apprnach to reality,. 1ogicn1

nnnlyais which prbueads From sabgtemch to eoﬂnreta, frnm gnnﬂrnli-

zution to dﬁnuriptipn¢ ' ' _ - -
. Wae ﬁsa Yarxtn mathod of gupcoessive approximation in
This hhgorg nf.ernkauﬁn
prlnins both tha businmss eycle ant the secular trend of cepitalist
dave) opmeut prqduhiﬂ by the n{gias. Cn the hichest level of ab-
strnution,.ms & firsy nppromimittun.wu daducs the tendeney to
breskdown from the operstlon &f the lswr of walug. This tendency
_expreasss the contradistion batmeen the goal of eapltalist produc-
tion, the oreabion of profit, and the moans to this ond, the in-
creuse in productivity, shleh, in the leng run, ennihilatos the
Tary Laals uf.prnfitnbility. On & lowor leval of abatractlen,
ua & mecond nppraxiq;tion; wa iqtrnducu the acuntartendenclies to.
breskdewn which preTﬁnt the oapitallst Egystem fiom valinﬁning
sptiraly after fhp firat erlzls iﬁ the tanumﬁlltﬁan prooges, bub
instend allow it to pron@cd in oyolioel ;ﬁ?ﬂl- tn the lowest
level of abatractlcoa, &a » third ﬁpyroximmtinn, wﬁ cnnuludq'th;t
uiﬁ@ #hn.fuli ﬁivn]opmnﬁt of:tho tund;nuieﬁ isherent in th o=
sumulation process, and with the oihnuuﬁiun of the covntorten-
dencies, the anpiﬁn}int auonnmy.;ﬂauhal the ;tign of ssonomle

breaskdown.

L

e A



Thia_anal}zis requires thaet #ﬂ examine im soime &etailt
- (1) the ldgia#l afeps.in ﬁnfxf; general fhanry nf-&ﬁpita11ut'avoa
lutionj {2) the slemenis in Marals clesarly formﬁlntad theary af.“

EEEEEE {his snswer to Sny'é Law), ﬁhich.is on & ﬁiffefant lovel

of gbstreation frem his undevelopsd thesry of cyolees (3} warious

impgrfgnf interpretetlons ur.Mhrx's thﬁﬁry of eycles and Dreakdown.
| Ia sxeminine thess varlous 1nterprat§t1nnu; ﬁﬂ 6.6 8umA ;t

the oubset from Karx'a gxpiieit, if uneystemetle, remarkes on |
oRpitalist evolutlon, and on the Ytusinegs cyole, that he h;a .
definite thesry of ﬁrﬂakdhﬂm, that thiz bresidows i:.thn inﬂxornbli
result of the davninpmanttl tendencles of wn inhejently nftliu;l
soonomy. ¥e exmumine it soms datail the three mnin thﬁériaa of -
~breakdown wid of the business cyolej the theory of unda reonsump-
tion, the iheory of digproportiunhlity, end the thaory of falling
ﬁrufita. Yo conclude that while some wverslons of the two former
theories ara iugiaally aﬁnuistenﬁ ﬁhocriea, given their own
prenisea, only thglﬁhirﬂ theery, on tﬁa tasla of what we interpret

_to be Marx's assumptions, Fully explaine both the buginess oyols

apﬁ tha gegular trend o breakdown.

| A work of this kind, which is Qusuntinlly Ymme i n1
ﬂriﬁioisg. i#_opan to the objaction that beoauzs it tpﬁesgfar
graptad the #Iﬂumptinna undarlying the ¥huuretﬁuni aygﬁom which
is ite uubjant.mitter, it iu.unubie to fﬁ;ﬁiah eny renl ovidanse
that this theorstical eystem offers » mllq inberpretation of '

~'mponomic raality. Yo tryﬂtn.abvikta this objaction by ccmparing

"L T;.I..___ Pt AR e 0
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the foundatlon of tha Merzian thoaratignl ayatam, the labor thuury

of vﬁlua, with its ‘only pousihle altarnnti#ﬂ, +the mnrginal utility

thsqry of value. We conoludes thnt only the former is eonputant

tq explain the baais of exohangs rﬂlatlona in onp:baliam a5 a
specifia historicel form of pruduution, and to axplain the nvulu-
tion of this scopombio system, Our work with this emslybic teol,

by the:methed of suocesalve approximation lesds, we beliave in-

esoapably, to the conolusian that a nerea" capitallst scoacmy could

and only in sollepaae by steagnoation. The fact that it heg slreedy

beern necessary to resous capitalism from the disastrous offects

of its own Tresdom is itself a confirmeticn of the Marxian theory

of capitalist bremkdomn.

-
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SUMMARY OF A THESIS | ST
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Harl Harx’s economic thﬂarv in easentially a theory of

av@lhtlon, his BXETE88 purpose, in faet,wss "tg lay bare the law

of motion of modern sociaty.,.‘l This thesis is an ettempt to

reconstruct thia thaor} of evalutian from an unaystematic traat—

maent In an uﬁfiniahed work, o _ S

Marx's complete thapry of cépitalist evolutlen includes

thres elamanﬁa* 1} the materialiat conception or histoxy, whieh '

explalns the tranaiuion from any given acuncmy to 1tas suecessor

53 the climax af en inavitable conflint between the pruductivﬁ

Torecass and the prap@rty relatinns of

the objactive,

saciety, 2) the thﬂnry of -
avnlutionary tendencies of eapitalism 25 8 ﬂpeci- i

fie, histortesal form of proadctian' 3) the thcory of the clasg

sﬁruggle, the subjiective vehicle of change,

Ouyr investigation 1= confined ta the seconad. elament the

theory of caplEaldst avolution, vhich is, in fact the thaorv

of capltalist breakdown. The ¢oncept of breakdown tefera

nelther to & dramatie physieal vollapee of tha technological

Leses of Lapitalist sccinty, nor te the historiesl dats 4 which

capltaliam is overnight replaced by spataliem, Hathar 1t refers

to the atage of capitallat devalapmant where tha accumulat1ﬂn

=

process, whose véry Roal 1s profit ean na longar ba maintﬁinad

. P Tt Tt e st
4;4@1}*;,_.. P

Y. Kerl Marx, Author's Pref&ca to the 1st Rdition, Capleal
(Chicego, 1906} I, 14 o ’
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begauas iﬁs DI inhprent fendencles deatroy the basis of Lts
profitabllity._ Gapitalist breakdomn refers tu the inevitablﬂ
stavn@tisn of the ﬂccumulation proaesa.

?e atart Trom the prupaﬂition, bnsad on Numerous PAIsARed
In Kerx, that Marx does have a definits thaory of breaxﬂown, '

hcwevar undevaluped tne ateps In his argument may ba, and we

then attempt to. show Low thls t*eury of breakdown 13 derivﬁd

from Marx*&theory of value, e taka Narx's pnsit*ﬂn th&t a
theaxy of ﬂndonenous ecanamlc ehange must be baszed on economie.
laws alone, laﬂs which are explainad by & theopry of value.
However mimila? tha conqlug;ana may a.pear, the Merxzisn thﬂarf
of capitalist breakdown differs from the Ricarda-iill theory of

the statlonery stete, which is Eaaﬂd on elleged natural lews
of yopulatinn anﬁ of thﬂicﬂl produLtivity of land, and from
the Eeynas-Hansen theary of secular atagnatlon, which is boaed
on hlstorieal faects epd the paychological propanaitiaa Lo aon-
sume, save, and irveaﬁ; _

_ Since tha lator tnenry of valueg 13 the carnaratnne of
Harxts theory of breaxdgwn, our first chapter comparaﬂ the labom

theory of valué and ita &1ternativa, the marginal utility theory

‘of walue, with referance to the three functlons ol value thcory.

1) the EXElEHﬂJlDH ot the phanomanon ol exchnngo vulue 2) the
determinatlion of egulilibrium; 5} the detemnination of evolution;
The consinsisn reached 1s that the labﬂr theory offera 8 mor&
valid exglanatian of tha phenowennn of exuhanpa value,anﬂ el ons

is competsnt to exulain ceDpitalist svolution,

o e S P
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The second chepter compares bho laboy theory of value

oevoloped by Parx with the theorv of oleeoioal politio&l &0 onouLy.
It presents | erx’s solutions, dorived from his. toeorJ of value,
of ths four haste problemo in ghe poet-Rioardien oonrroverey.
Theeo solutlons are provided by Marx!s 1) theory of wages; 2)
theory of eepltal; 3] theory of ooepot‘tion' 4) theorw of rent.,
The third chapter discusces Marxlg ma thod, This dlacus=
sfon followe logleally upon the analyais of the fundamentsl.
oontent of the Marxlen theory of velue, ‘becsuga dieoueoion of.
mathodology cen be most frultful when the elemente in the
theeretlcﬂl foundetlon are themeelvee olerified Marx'o meﬁhod

of using the labor theory of velue a5 a toel of analyois with

. whiech to exnlain the laws of oap*taliet evolution, ila meet

suecinetly doeoribed as the riethod pf oueooeeive approximetion.z
Alarx s method 15 to praocesd from obetraot to ooo*reto, from

weneraliootlon to deaoription. The moot obvioue use of tnio

method 1z in Marx's euooeeoivo opproximotion from abstract

labor valuee Lo oonoxeLe market priooo.

In the following oheyforo of the theeie We use thie mathod,

of ouooeooive approximation 1n developing harx & Ltheory of breal-

‘down:  The complets theory of breﬂkdown muet explein both what

Marx indjoutee to bs the ooeoifio form of oapiteliet development
the bueinoee oyole, and thae eeou‘or trand treoed out by the oyolee.

Cyelieal development ie expleined by 1Lhe tendenoy ta breakdown

2. Henryk Grooomen, Dns nkkumulotione virre] Zueommeebfoohewoeet?
{Leipulp, 1932) +I- vili,Tand "ITe Verto T'rels gransformaiicn

el Maorx wund dnoa Erieenproblem ELl1H“hrift £y Serielforohung,i
Jhreg I, {1952} L'fwBl, . g




ﬁhich'limité'the accumul&tion prodeas andg by thé counter-

tan&encie; wﬁich 1imit the brealdown, end allom the aceumula-
tlen procesﬂ to proceed in cyellenl waves, The sacular trend
1a made up of the eyclos and rrocesds Lo tha stage of Ecnnamic
breakdown. 48 with the strengthenlng of Lhe breakdown teqqency
end the waskening of the cnuntertEndEncies in thq coufﬂa ﬁf'
capltallist Evoiutinn cyelical dg?elnpment Itaelf pétefa out
into atﬂgnation. o |
. The first step in tLlhie devalopmant af thia complete theory
of brecldown is takan In Ghapter Four wher:s wa prﬁ&ﬁnt Marxtg
argumﬂnt by which the traskdown tanﬁency 1s deduced from the
'.1aw of value. The most Important- stap in this &rwument demon=-
stratea that the accumul&t;nn prucass proceeds on the basls of
an evory hiah&r orzuanic CDTPDSItiDn of capltel, or ratio of
constant capital {machinary and raw materials) to variable
ca?ital {wagéﬂ}'&nd that ﬁg a'cenéequence of thie fact bthet oniy
variabla capital produees value, and therefore surpiug valne,
the ratia of aurpluﬂ value ta tha tct&l ceplial {the.rata aof
profit} muﬂt fall fha~stage of breakdewn, or fhﬂ pcinﬁ of
overadscumilation of capital i3 reaeched &3 noon as a givan
magnitude of eanital pluﬁ alincrEment of cﬂpit&l yielda nﬁ nare .
uUfplUE vulua than thaL 7lelded by the original magnitude ‘ol
capit&l. _ _ ;
| After daducing tha breakduwn tand&ncy our next task lmgically
'SHOAId be to develop Marats theory of eyeles., Lowever, in Chap-
tar Piva We proca&d with an analysia of Marx!a thﬁar; af criaas,

even thou"h the actual criaib 15 but one phese of tha romplets
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- howevear, ia not the cause,'but the consequence, of the erisis,

orisis and the cause Gf the cyele, we then In Chapter Six turn

L _,.. P 4 -
7 A ey b i ﬁmaamm,uhaa wdﬁM*wu,nﬂﬁdf_ﬂﬁmf* el

nycie anﬁ therefofe of ‘subordinate im“ortanca. The raaaun ror

e

_ daalinw with the criais first is that Mﬂst prrticlpants in the

neo-¥arxian controversy on WMerxta cycla LhLory roll into the vary%f

confusian &gﬂjﬁsu wh;ch Marx warng repeatedly, the canfusidn _
between the Torm of the criais s tha ceusa of the cyele. Harx';
dlqcuaaian of crisas, 68 dlatinet foom his und&velopad theory of
cyulps, Flven meraly the formal possibilitics of c:iasa roaal-
bilities which arise from L) the separation of purchsse anﬁ sale
and 2} tho fact that monsy f2rves g8 means of payment, harx ]

argument 1s that ﬂontrar; to the theorems of Say's Law, ahich

e

1atter dactrin& we 8lso exsamine 1In this chaptﬁr, crises are hurmal

rﬁsults of ths accumulation procasa, uenaral nverpruductian, e

Heving mede Morz's distinetion bebween tha form of the

to twa of the leading 1nterpreraLicns of Mﬂrx's cycle and bresk-

a¥e> ] thso“ Thesa are the theory of underconaumptiun end tha

ory of diaprop ocrtionslity. The lormer theory hes two varianta: f

1) that of Rosa Luxémburg, which turns. on an &llawed inahility
of . the capitalist gconomy ltsslf Lo realide the surplus valye

to bs &ccumulated 2) that wnjch axplains unaprconaumption a8

the consequence af g disprapnrticn batween the production of pro- i

ducers' and ol eonsummra’ gooda. We find hoth var*anta of the
theory Lo be unzetisfectory explanattons slther of cycles or

brﬁaxauwn within the Farxian system, the former becausa it neglects

the inerseat ng demand incldent to the yery prnceaﬂ of accunulation

. ...I_.,,_.,,’
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.f*rat approx*matian W& ghow. thak,

and the lattep hecauﬁe Lhe allegad tenden¢v to undercunsumpticn
1ls merely g disprofortlcn which doas not_necesaarilﬁ ;o;low

frnm the lqpic of Lhe cﬁpitalist process,

Similarly we reject the strict tbunry of uiaproportionalitg

whieh niffera frmm the . secund variant of the theary nf undap-

canswnption in thet the disproportinnality i1s not between Fro-
duesrs® and consumsrat goods, bLut among individual ;ndustriea,'

e te Lhe “anarchy of capitaliat production,? .Thia theory,

most closely azgociated with the nawe of Tugan-ﬁarannwaky, but

also adnpted <k nther Marxtan erities denies a sepulap tand&ncy

to brﬁakdcwn oﬁly by lgnoring orp denying the fundamental ten=

dency ef capitalist davalapment Lhe falling rate of profit

. In Chaptey Baven wa present our own interpretation of ?arx's

bregldown theory, which 1sa an extansicn of the arpument aevelctsd

by Henryk Grossmen., The cessenee of the thaory, which can explein

both cyeles and the secular ten wanny tu breakuown, 13 that the

obvious eeuss of hreakdown is the depcis ning profitabiliby nf'the
capltallst asystem. We fingd the thaory of aycles and breskdown

Bosed on bthe I'elling rate of profit elana to be 1nadequate,

Levsuse thia thaory depends on the valus concept of a "nermal

mind mumt rate of profit. Tnstesd we develop the hlEPdeWn theory

within 4 madel whaae kcy verieble 1a the mass or Ursfita. As 8

glven the rising arganic C oM~

pcsitimn of capital tha meds of profilt, mhigh 1ncre&saa a8t &

dacreasing ratea, BVEﬂtd&llF becomes lnauequ&te to malntelin givan

rates of incraase of bobth constant snd vurlahle capital. Then,
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"~ having ﬂemonstreted a tendency to braakdown, as & second approxi

matlon we intraducc the various cnuntﬂrtandenciea, which turn

Fus
I'\

tne 1nitia1 brﬁﬂﬂﬁohh Into & renewal of ths &ccumulation procﬂss..
HQV1ng aaduceﬁ bie cyclical deve10ﬂment of the acecumulation pro-
cega from both Lthe breakdown tendenny and the countartendencies,~.

L wo follow it with & more complete pictura of the cyele. Finally,

a8 a thnird ﬂpprmximatinn TS ﬂhaw thet over time the break- :
) down tendency is strengthenad, and the countertendencies weak- o
- ened, 8o tha ey clical dsvelopment itsslf reschss a necessary i:

1im1t. The final breakdown of the capitalist sconony as plg~ ;
tured in our ma&el, therafore, 1s the pglnt et whieh the oapin {f
tallst economy can o longer expsnd. Theag&pitgliat system ;J
vy its own drive for profit 1a thus responsible fﬁr ite own ;

etohnonile self-destruction.
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