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Chepter Five

 MARK'S THEORY OF CRISHS: THE LHSWEE TO SAY'S LAW

The gﬂﬁaral thnﬂry af uupitulist hreakdunﬂ, which prn-

. ceeﬁa From the law of value o ovarnncumulation? 18 auly the first

elamaut ia tha Ueprxian thaory of brankdown. It mﬂrﬂl? demcnstretes

that Bt 8 uartain point thﬂ doeumulation process ranchaa 8 1imit.

. The uext element in the theory of broakdcw;t the theory of ayclesz, __'

is muuh less fully worked out In erx. But since ths businesas

eynln Lz the upauifia form of capitalist developmant, the hroakdowl

theory nust bo, by definition, s theory of oyclead It mush axplein

the typinally wavelike movement of the sceumulntion pruoaas and the
TSN ATy utngnation of thia movumant.
A theory of bisineas eyulsu st ba contningd in &

theorstioal medel.  Mosl tusloese oyole phanomem sre Tar mors

complicated than the almple rolebicns which appear iu theorelicel

modelg, bub the accldental, h;:tarical, secocndery oeusas and effecty
Eust be ellminated so that tﬁa pureily lugicﬁl relationu sband out.
Tha cerrsoh prqqhdura to this end iz to stert, as a first approﬁimn-
tion, with s almple theoretical modsl, which can bh'auﬁﬁlamﬂnted ‘
by reaiiatin ﬂaftil in the muccepsive stages of tha.annlysi;.

_ The slemerts of such & oysle model are a1l oonbained 1in
Marxe Eut'the theory of dycles iz nowhere ystemationlly preasated.
The prnblem 1s to raconutruat tha thuofﬁ'nf cycles frnm acattared

passeges in Enrx and tn smbody this thanry of cyulaa in tho thenry

of hrﬂakdbwnr
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Must of thu disuusaiﬂn in the lengthy auntruwﬂrny on

Harxinn cyﬂlu anﬂ brunkdnwn thuary is characterired by twu important

_ auuruaa of errors {1} a confusion,bstwuan evarprenent “unntradie-

tion; of capitalism," and tha spaaifio. daterminable, ocawss uf cyulea)

{2} a confuslon between tha oyula as an inharsut form uf enpitaiist
fevelopment, and the orisls whiah_is but oue phaze of thu ayclﬂ.

Thae first problem will be considerad iﬁ more detell in
our disoueslicon of the uud&rcnn;umptidn theory of Byéias end breekdown.
Hers we almply u?aarve that #h; [y o issur@iun of gvurpraaqnt contra~
digtion; js mo damenstraticn of the neucaagry-rauurfannu or ﬁa&iaﬁioitf.
of the cycle. :_- ' - . ': A

In this chapter we discuss the meoond prevlem, which, al-
though logleoally subordinate Yo the [irst prpbiamu wuzt be considered
first for thé_fullowing reasons the confusion bebweon the cause ;f
sveles and tha form of orises is in large part rﬂapundihle.fh? the
mnltiplistty of the 1n¢ar§-eut theories of cyolss and breskdows ma-
oribed to Marxe The p:rtibultr form of the orisis in e questlon
whieh lcgiually nhnuld ba considersd coly after khe full dprelopment
af ® thaory of oycles. But it 1a nﬂaanaary to deal with Marx‘a
diauusaion'df.uriadgIfirat in orﬁuf to clenr up the -confusion croated
hx_%ntefpratara nf Hhrx-_ ’ -

I. Dipragsion on Sey's Lew

Of contral importance tn (A1 undaratanding off Hﬂrx‘a thanry

of orlses is Hhr:'s oritigue of the fundamantnl dﬂatrina nf clasaiunl
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acuﬁmmica kunwn as Say a law uf M&rk&t$1 ﬁarx'é daﬁunﬁiation.af_

“this &octrim ia ao atrcng that the impression pre‘mlln to this

day that Mearx allied himaelf wihh tha undarconsumptiuniat eritics

of Say's law. Hpthing 1s furthar from the bruthe  Marx wtlankes

-_thu'ﬁoutrina, nnt becﬁuae-fti conoluslons do mok follow from iﬁg

'ﬁremisos, but becauss ita promises nﬁnccal tha maat importent

faafureg of the cnpitaliat SOOTONY « Baanuﬁe Seyts law'ﬂith all
its u&rnllariea and impliuﬁtiuua nummnrlzoa the asﬂantlnl &octriuns
of the slagsiocal systam. to which the Marxien aystem is fundamnutnlly
uppnned, ite history nnﬂ meaning mist be ruoohucad. Thus, ut
thiu polnt, prior to an abalysis of Marx'a disqusaicu of orisen;
we interrupt the maln argument with e digrn:aien on Saj'a Laws

The fﬁnﬂgﬁuuﬁnl.uqnalualans of Zay's Laf are that {1
since commoditiss éxchange ughinst commodities, wlth msnéy zobing

only as e mdiu_m of exchangs, the prios 157‘51 is immatﬂrinli {2}

: although miadiranted pruduution ey give riau to "partial gluto",

er avurprnduutiun of some uommnditiau, e gonural glut“, or stete
nf ganarwl cve;prnduutiqn, is lmpossible. Frum thcaa nonnlusiann
it follows #hnt there can bé no anduganogaly induoed crises.
ﬁcnngmiu utagn&tion ig thecretleally possible, sven while Sﬁy’s Imw
ia fulfillad, &8 iu the theory of Riuarﬂu, uuly on the baaiz nf
additioﬂgi paatulatﬂa, sunh Be thuse relnting to tha Erouth ef

populatiou and tha physleal praduotiiity of land. By 1tsolf, how-

BYET, Sny a Law-implios unlimitad duvulopmunt of an inharently

f\
ndaptirn-oannﬂmy¢ Moraavar, it omn be applied egually well to a
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or ah ancumulating eaonamy;_

As The Davﬂlnpmant of the Law

The histnry of the lam is nnll known, 3et ita parenthoud

is stlll digputad. ' While it btears Say g pame, anpd la attributaﬂ '

‘4o Say by Hicardo, it is More gemerally atttibuted to James Mill,

who expeunda ths dogtrine in Commerre Defended (1808), which ap".

poared botwesn the first edition of Say's Trattd dtdoonomie polltigue

(1803), where the doctrine is barely outlined, and the.sscond sditien
(1514}, vhora it is more fully davuloped. Howevar, ssweral cbserva-

:tinnu 1n the faur-pngg chaptaru “Dﬁu dehouchas.“ and in'nthér shapters

of Sny'a first sditicn of the Tr-ité raally astahliah priority to
z . ;
Sﬁ}r-

1! '..Ii El s‘-! . ' o . K
The egsemtials of the doctrine mppesr in 3ay'a

obsarvation that pruduofé are houpght with produste and thst money

ey maraly &R 1natrumﬂnt'of exchange. Thla sﬁowa, Te says, Hhet

At is by no mewns AR abundance of money nhich askes for
wasy rarkets, bub an mbundance of .cther produets in
goenersl. + » o Money fills only temporary of fics in
this douldla ﬂxuhnnga. The exchange termimaked, 1t le.
found that oue hdis peid for products with products.

Io unusequama, whan a patlon hes too many products
of enu_kinds the means of selling them 14 to creete ane
other kind.

1. This 1s the 1iaw axprassed hy Jesob Hollander, after careful

sxamiration of the works of Say snd Kill end of thelr carraspanﬂunau,
in his Ipbroduction %o Ricardo's Noles om Velthue, #d. Jacob We
Hullandor and Te E, Grugory {Baltimore, 1928], Txzix-laxxv,

2. Thie 15 the vipw taken by Jososph J. Spengler in “Thﬁ Fhysioorats
end Say's Law of Markets,™ 1I, Journal of Politicel Boonomy, Vol
LIII, No. 4 {Dﬁcembar 1946), 341-2.

3. Tralts 4° auanumia politigie {Paria, 18083, I, 1E3=4. o

T L I T o e i o o e

[P ST S M P



oy

"“==-*f-"¥'+'*—'if\f'!‘-‘."?i‘ Ao T

e T 1ee

Ia nnnfhsr chupte} Eay ohserreé;

s orde s to uunaumﬂ, it is nea&aa&fy ta purchasa; hut ctie
* pan purohase only with what ona has produced. Is not the
quantity of products damenied thus determined by the qunnti-
ty of products orasted?  Without amy doubb. Each can
sonsume af much aa he likes of what he has produced; er.
wlth his product. in buying angthers The demand of Ernduata
» in gemeral ia thos aqual to ths sum of the productﬂ- :

The fandsmantel ‘theorems of the law ;ra thus econtained 1z o
Say's first odition: (1} froducts are teught with products -w money
isg hn;y [ rﬂili'tzj uﬁpply elicits fts cwn demand -~ consumgtio;
aq_u;u.is_ pm&uat‘l onie . | : .
In i%g bnrq.thaorama, Sayta Law'isru rafnrmﬁlaﬁiun of
the Physianrutiu doutrinu of the oirnuiar flnua - In fha Fhyslo-

aratic ayatam. inooma, nrnduutinn, monsumption, coste, and

revenues ere all 1ntarralated'thrnugh u network of exchange rela-

‘tions which msintain the sokinl eggrogatos in equilibrium, Yet

uathin thu Physincrntic aystam, with its concern. for the mnintannnﬁe

'of ennaumptien {of awriuu*tural ploducts} and for the level o2

aconsmle activity. are everpresant pnssibilitiaa of dlﬂequllihrium
and stagnation, whiuh“rasulﬁ from exosse savings snd iatérruption
of the 1nndm&_atfeim._' _ C ' ' .

}'Ea}‘ﬁ Law, wille & uutgrowtﬁ of the Physicoratio mystem,
ig, at fhé sama tims, ﬂirauted ngainaf thé ﬁonnupiion cantral'tu
the lnttar, that aﬂnsumption is the primary activity in acunumiu :
1ifu¢ _ The ratianalp fur this oppasiﬁinn ia provided by Adam

Smith a8 coneept of paraimnny 4 whioh, Ilke tha iduntina] dastrioe -

44 Tvlds, TI, 17564
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of Turgob, a.a_aax"'t;u that tha agls purPg-gu'_o'f erving ia immediat e

" investmemt. .?hua, gaving 18 not & dedvwation from nong#mpﬁionr

since ig Smitﬁ'l.ﬁﬁrda.'”
ﬁhaﬁ_ia_;nnﬁnlly aare&'iQ ag ragularly econsumed eg
what 1s anneally spent, and nearly in the sawms tlme toog
but it i3 conguied by a different zet of pﬂoplu-ﬁ
Rathor thag baiﬁé & limit tn.uonsumptioﬁ, geyiog lovolves a tronsfeor
of uéproduotiva to ‘productive conaﬁﬁption, and, thus, £he exgausion
of both produutlon and conzumptiun‘ | | |
The 1nf1uanaﬂ ‘of the dootrina of pnraimon& AnpPSA TS iu
Millta and Eiderde's versien of Bay'a Law. [Here Suy's Law be~
comes m doetrina which mob only deniens the pouaihilitj uf'gunar;l
vverproduction of ggéggditiaa. but also denles explicitly the
possibllity Dfurérprnductiun of_ﬁagitnl- |
2, Jamer Wil

Hill*n'rarmuiutiun of Say's Law, in Comnerce Defonded -

i85 an anewer to Lord Loucderdala’s naser‘bian that

« « sthers must be, at all timss, & puiﬂt dstermined hy the
sxlsting etate of knowledgs in the ert of supplantling end
performing lator with eapltal, heyonﬂ whiaoh capital canngk
profitahly =1 inQrﬂlﬂ-Bd P 4

'Mili'a_immadiate purposae, however, i3 to answer the Physicérstio

. _ . 7
anticssving, anti-trade dootrines of William Spence.

5. Woslih of Watliona, 321.

8. James Maltlsapd, Earl of Lauderdale, Aﬁ Inouiry into the Haturs

T s ot e v e TR T AT, e TR A oA T T e I T

snd Grlein of Public Wealth and inte the Means and Caupsa of 1lts

InpTesss {Edinburgh 1804), 224.

Te Willlsm Spsnce, Britaln Indaﬂunrlant u:af‘ Cl:mmrca (Ln:nndan, 151.‘]?]
Spenna attempts to prove, as the title of his L'rast implies, that
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In his formulatian of Sny q Lamu Hill unlike Sey, npposes

ounsumptinu to uaving {or invﬁstmﬂntﬁ, in asaertiug that

the manuel produau af uvﬂry cxuntry 1s nlwuys ditided
iito two parts, that which is destined for mere-
somsumption, and that which iz destined for the busl-
ness of reproducticon.” . .

But opnsumption end investment ars mot ocompetitive, since

"whatever 1p applied to ayment the anmal preduce of tha ecuntry,
| R . e o
by cqnaaqusnna augments i1te anuuel cansupption.™ Thus, "“the

augmﬂntntian af capital is of extraordinary 1mpnrt&nua to avery
10

uammunity- . v General ovarproduutiuu ia 1mpqaﬁibla beoanae

the demand of & pation ie elways uqﬁal to the produce
of m pationts i « « The extent of its dewmwnd, thére-

fore, and the itt-aut of its supply sre always exsotly
commensurate. _ ;
In pogtulating the poasibility ﬁf-an unlimitad acsgmnla—.
- tign of aapital U111 1ike Smy ignarﬁs the problems of whether futal
raveilus aguals tot&l onst at all levels of output, and whether the

iz - - .
rate of profit impoaaa any limite 4o cnpital asounuletlon. Theas

treds iz not only unnecessery, ae evidenced by the fritlsh Bknerienna

with Napoleon's "“oonbinarkal systen", btut is actuslly harmful, becauua
of the cumpetitinn of forelgn gocdas .

Be Gommerea Defendad {Londen, lﬁnﬁ], T34

9e Ibid., TO. |

m.'yﬁ., 86

11. Ibids, B3,

iRe Mil) touchws upon these problems in his Blemenkd of Pulitiual

Zoonomy {3rd editisn, Londen, 1826). e asserts that TThere ann.
navar ha & supersabundant nupply in partiuniﬁr lnatances, xnd hanua'_
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prch}.ama are inoluded -with:!.n the framamrk of Sa;r’n Law nnl}t ia ‘l:hu

'calahrntai contrcrersy r—— Ricardo and Malthua.

5. Biaarﬁn
As devalaped by Riaardo, Say's Law is the uulmﬁn&tinn
of m, complets system of politieal eomiomy. ‘The law wae to ba_re-'

duced to & ma:h tuatology by Say hlmeall, who, when ecnfrentsd by

" eritlcism from Sismondl and Malthus, compromised hls argument in

dsfining productioa as only thet production for waich ressipts
opver casta. Thus, he wrotet
In faot, ooe truly produces only when, after =ll the pro-

mﬁhamnhuhmeMMpﬂdthMMﬁismﬁh
its sosta of productlen.

But ip-Riugrdu‘a hands the law appeﬁra in mwah 5tfungﬂr
furuh sl buttrgssad by Rleardo'a laber thacry of walud, and by
his prinaiples of population and of diminishing returns to land,
8ay's Law becomes a theory of gﬁﬂe;al ool 1ibrdum, ﬁny sorkra-
dictions hatm;ﬁ Enj,r__";:. Law and the Risardian thﬂ.hr;.r of evslution,

whers the falling ratﬁ of profit piayé 4 central role, ara explained

2. fall in sxchensoabls valus balow cost of produstloem, witheut a
correepondlne daficiency of supply, and hence w rise in exchange-
ebls yalue beyond gost of produstiodn 1nm other instansas” (ibld.,
240Y, . Melaijustmenta tend bo be self-correching sinoe "there are.
gertoin kinde of poods which 1t 1s lesa profitabls then usuel to .
produce; others which it is msre profitable than ususl to producs:
ahd this 1= on inequallty which tends lmmediately to dorrset 1twalf."

" {Ibid., 241.) But Mili's stabement says nothing eboub the adequacy

of tha “uuunl" rate of profit at Aifferent lﬂ?ﬂlﬂ of output.

13s Say. Coura complet d*ssoncils politiquu practigue {zna eda,
Paris, 1830}, 543-

“

Bt e S e TR S STIRTN Ty T R T AT FL (e AR UM YA P T e i st



ML

K 1

4

P .
N

by the cpemtion of theae principlas ui' pﬂpulatiou and _of di-miniah-
ing raturna to lands And if Rleardo's long run le nxtnndad Auf=

ficiantly to allow for thu adaptatiuu af the pauulation aﬂd louprora=
menta of Lechnolopy, whiuh relaa thﬂ ratg of.p:ofit,-the eontragic-
tion.u fhamaalﬁu A1aRppeRs . . . |

"

It 1z 1n iﬁs Rloardian form that Say's Law wes to b -

.tttaokad for diffarﬂut' reasens, bo‘i:h by the un&ercnnauwtiunlsta

{Sismgrxii, H.althus, and Rndbartuu} and b:r Larx. and to bo handed
14

down to hter soonoirdshs for. fur’the_rr controversy.

The two fupdemsntal theprema thet (1) mouey 1s 6 voil,
aﬁ-:?. {2) ‘thera cax be .m genersl overprodustion, sppear ;xpliaitl';,r
in Rioardo’s Pﬂmigleu.-_ Hare Ricarde axplx;uina that, o

~ No man producss, but with a vlew to eomsume or zell,.
and he nsver sells, but wlth en intention to purchase
soms obher comnodity, which mey be lmmediately nsoful to-
him, or which mey conbribube 4o fTubure produckioms By
pradusing, then, he necessarily beesmes either the
consursr of hla opwn goods, or the purchaser and consumer
of the gpaods of somg other perasms « » a

Produotions are-ﬁlmjrg bought by production, or by
aarvices; wonsy is only the medium by which the exchangs ..

. 14. The final Termuletion of tha law appeﬁr& in John Stuart Mitl. _

(Principles of Politieal Eﬂom_igﬁ §6-73.) But Say's Law in John
Stuert ¥i)lTe verslon, Is considerably weakened by thy eclreularity
of ¥illts cost of production thoory of velue, If value is defined
with refercnes to costs of produation, total rﬁwnue must ‘egual
total sogd &t all levals of cutput.

In formulating the law slpowhers, J., S. é.r'ill admits that
IThis argunent iu avidently foundad en the suppesiticn of = state,
of barktsrg. « » + If howswar wo suppozs that money ta used,
the vropositlops seage to he exaotly true.® (% iAeAyL ON Somn

 Unsabtlad Questiong of Politleal -Foonomy, 2nd ed.; London, 1974,
‘€8.) #lll gowa on to disouss the aseparstion of purchide end sale,
- later to ke sophasized se strengly by Marx as & source of crisenm

and notes the paasibllity of n sbrong rise in Yguldity prﬂfersusa
which may result from "a went of ocumernial confidence.™ {Ibid,., 74.)
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is effacted. Too much of w partioulsr commodity may be
‘produced, of whigh thers. may be sach a plut in the market,

&5 not to repey the cepital expended on it; bus thig pannok
ba the snze with rnapact to all commudities- “ ow L

of diﬁpropurtiﬂnal productinn; which nreutas partial
. gluts, Riuﬂrﬂn netas, iu 8NFTRr tu AN objantiun of Ealthua, that
Miztekas way bﬂ made, and onmmoditiss not sulted to
tha demand may ba produced == of these thara may be a
glut; they may not sell at thelr usual pricey but them
this is owlng to the migtaia, and not to the wmnt of
© denend for pruduutiun. _ _ oo
-Disproportions will sutomatioally bﬂ_nurreuted,:aa tha
fall in the price of OThrprnduoﬂd cummﬂditien implian a fall in .
prufitn. and 1aada tu ] tranufar uf capital to induatriﬂn whoge
prnduots are in ﬁafieiunt aupply, and hhosa profita aru. sonae-
gquently, above tha lrreragﬂ.
' Siuve price Plexihility and mobility of capitnl avbo=
matically corregt “mistakes" in produstlon, it fullows that
Tharﬁ cannot, then, be sooumuleted in a cﬂuntry
any anount of ceplital which cannot be ampleyed produs-
tively until wager rize 8o high In consaguanes of the
rige of necessarles, and go little consenuently romaing
for the proflts of skock, thai the motive for socumila«
tion coezes.
Eloardo's éxpliuit limlt to ¢mpital eccomulation, the
adequacy of prnfita,_iu et a nenﬁradidfion af Say's Law, a5 he .
defivas it. It does indicute, howsyer, that whils Ssy's Law
holds -t auny givan lewel of cutpok, that level jtself depsnde on

the rate of profit.

- T5« Frimoiples of Politionl Economy and Texation, 198udi

”16;.Hate§ on Mnlthﬁa,'iﬁﬂ-

'17. Prinmaiples, ‘193,
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Be. The Gritiqua af thﬂ Law =

Ws do not atiempl hera to glve & detailed ascount of the

hiatnrical crlticium of Sayts an-' Muat of the queuLions from -

Elamﬁndi to Fuatur anﬂ Catch;nga are hasad on some. form of unders
uunuumptbon thoary, whiah is 1cgically untananla. and rejeutud by
Harx re leaa than by the claaul¢al proponenta of an 5 Lew. Bafcra
?rucauﬂing nith Hﬂrx‘n critiqua uf Sa? 5 Law, wo will lndioata the
maiu argumeﬁta direutad ngninnt the law by Sismpndl aqﬂ Ealthua,“
whoas work forma an=easenti£1 nert of thn'olnssiﬂal-nnntra!?rﬂy-'
"HMalthus, more than Siumnﬁdi, is the goobral fi;ura in

$hiu eontroversy. Im faok, nll the arguments on both aldes ers

. found in the Ricardo~Halthus debate on woounulation. TWe deal

with Slemoudi first, howswsr, because his work sllghtly aunbedatea

that of Malthus,

1. Simonda de Siswgndl

Sismondl attaoks the nlusaiﬁal doutrina that coum-
petition inuvituhly reshores equllibrium botwean pradustlon und
consumption. For him gonsral gluts are nﬂt only paaaihla. tuk
inuvitable, ina sociaty wharea pruduotiou ia for the maricel, rathar
than for immediate oonsumptlona Hismnndi sxplaina crisou Try tha
inadﬂquafs purahlning ﬁaﬁar of the working olasa. His under-
cohsumption thoory ia essuntially & thsury of frictimna. His
argument oen be dividad into two pertes¢ One statﬂa ‘that’ wh&n
prudustiun ia for tha mnrkat, rather thnn for parsonal annaumption,

i sbaks in_pqoduution Bre unavcidnblg- Theen are Dol narruutad,

rovr e
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. but 1sed iﬁﬂtituhlf to genaral ovﬂrpruductinn. both from the frie-

tigos which pre#unt mﬁbility of labsr and eapital, and from the.

fa¢t that with thu unswen axpansiﬂn of 1nduutrias thruugh tenhnn-

logiaai uhanga [diaplacumﬂnt of lahur by maﬂhinﬂryl'purchasing
S ¥ %
Pﬂﬂﬁ? tandu to 1ag behind eabputs

The saannﬂ part of tha argament conaerns only the time
lag batwsen production and aqunﬁiture #hich creates a differenca
batvman'tﬁé'vnlua of current outpﬁt.anﬂ availeble lncone. Con~

aumption lngs beh1ud prnduotiun bacauee

It 1z the revenus of thu puat yoar whleh mast pay for
the production of this year; it is & predetermined
quantity which seryss as measure of an indefinlte

| guantity of libor to ncma.lﬁ

In oritiaisiug Ricardo nna Bavy, Sismundi nnys.

The erreor into uhiuh they have fallen is dua
entirely to this falae principle that in -their ayes,
arnual production is the sams thing a8 tho rﬂTﬁnuB- CRER

With this pringiple it beoomen’ abuolutely imposslble
to understand or to axpleiin the most obriowe fact In

all the history of ﬂgmmqrpe, that ks the fact of ths
glutting of markets.*O L

.ﬂiumunﬁi;g further nttamét ts demonstrate & necessary
Aneguality betwsen ﬁhu anmuel ravénus and the anoval product, end,
therafura, an inaritahla shﬂrtagu of purcheaing powser, reste on two
familiar errora. Birst, he dividﬂs the walue of the nationll

¢

prodﬁct'intn the ﬂ ﬁ'? + & of Hnrxian_tﬂrminnlngy, ard demanda thet

13, Jasn Charlasa Lsnnard Simondu da Sismﬂndi, Hhuvanux principns
da l'annncmin pclithuu (Pnris. 1818}, I, @ns-1i; BTeBEle

19, _Ihid.. I, 120, - ' : ' o _ ‘

204 Ibid., I, 3414
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it be fuiisr:'.ggﬁmmmd b:.r the natiocet incoms, Y+ 8., Thua hir; B.ﬂ;‘sel'—

tion that capitalist produotlon necesserily lesds bo crerpridustion

‘is based on his neglect of the demand fur'nonﬁﬁnnt capitals Further,

‘mlthough Sismondl admits that annumﬁlntinn cau-rﬂeult.nﬁly from

sariug, he GOﬂtiﬂth to use the &saumpticna of sampla raprnductiou in .
. 21
hia-analyaia uf ‘asswnulation. - o : i
Slemondl wewer proves the ine?itahillty:gf grunerel over=

production as the sause nf_briqas. Hor osn the anss ba proved.

'Marx refutes the theory that erises are dus to insufficient demande

Yot he praiaas'Siamunﬂi for the 1attar‘a“deﬂp fealing thﬁt capitallss:

pfnduut on cuntrndicta itmelf"; at the same tima he eriticlsa

Siamnndi': fniluro to realize that the uoutrndietions of ﬂapitalism

eannot be aulvad within oapitnliat prﬂductinn, where "the relatiocns
22

of diatributlon are ouly ths relations of production sub &lim speciv.”

SlemondiTs theory of undsreonyumption and hls stress of
the nosd for continual expenslen of marketa wpﬁears spain aﬁd apaln
in doth bourgesis wnd ﬂﬁ%xist Yitersturs. The theory i full of
logieal unntradic+1onu. yot a5 tha First thaory of capitaliut dynamiaﬁ,
it ahows uonnidnrahla lnmdisht intg tha real operatlion of the economy.
2. Mhlthul

£3
halthun‘ orithuﬂ of Bay a L&ﬂ] Iika that of Bismendk,

iy e thaory of undaroanuumytiun, yﬁt i diffnra ‘from that of Hiamundi

Zl. Ihiﬁ}. I 196-211: 119-]22; Etudaﬁ sur l'ﬂaunnmia politiqpa
{Paria, 1as?hsa}, Bi-91 nnto.-

22, Theorien dber dem ﬂehrwert, I¥I, B5.

HA Hhrx alaima thnt Madthus uimply plagiari:ns Sismandi. (Ibdd.,

T e, i et gk s kLt ¢ i = B B T T T T R T




in being olesrly baoed on a theory of walue, howsver confused thab

theory may.bﬁ.' - _

¥althus' objestions to Sey's Law do nn%xatriﬁé at the.
iéak poip#.uf_tha dootrine, tc_th;.fnéﬁ that énx'a'L;w oannot held
#t'ali.puuaibli lavals-ﬁf output, beaoavss of the liumite ﬁhich fho

fall in the #ate of prefit lmposs on cspifal secuwmulatlon. Malthus

. doag, in fect, relate hig gotentions %o the rate of profit, but the

difficuiblies with hinp rate of profit erise only beocause of his sm~

fuaion in walue theory. From tha lahdr—cnmmﬂpd theory of Talua,

' taken over from Adam Bmith, which is reslly only b mmsraire ead ls

e s Ry e e s R e e e e L P TR T R R L o e N T T T

rﬁduﬂhﬁ to ® theory of demand and supply,'undaraoﬁnumptiﬁn and
gemeral gluts eppear imeviteble. .\ ._.

'ththus_ohﬂaot: firat.to the formule that anﬁmod;tios
axuh;nge ng#inst sommodities, H; sayn,

Tt im by no msape trus, ae = malter af fact, that
sommodities are mlmays exchanged for oommodlties. The
groat mass of commoditles le exchanged direetly for
labor, sither productive or uoproductive; and it ip
guite obvlcus thet thls wess of ccmmoditiss compared
with the Ixbor with which it is to be exchanged, may fell - -
in velue from s glut Just as sny one commedity fells im ° ° '
valus from .an eysoes of supply. comparad ®ither with
labor or moDEY. 4 :

%What Melthua really meens iz thei sifas aufply wxoweda -
dewmnd, oommodities may be sold at prices whish de not furnleh

sdsgunte pquita. The recmor; for the deficlenay 1n purnhasing

111, 664 61.) Thle seema very much to overstate thé case. 7Thile
1t i@ true that Sismondi's ¥owveaux prinocipea appearsd ln 1813, and '

Malthua' Prirciplea in 1820, with very similer doatriues, Malthma!

vndersonsunption theory logically followe from hils own Thaory of -ralue.

24, Pilnolples of Politieal Economy {London, 1820), 353-4. The sxcheige

VT
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power, or lesk of effoctirve demand, cam be found in ¥althus'

theory of alue. Eera.the valus of a commadity is eqﬁﬁi tﬁ the
y;iua of labor it.will uamﬁgud- fut if profits arae %o bg m@dQ, )
thﬁ total wlue of commodibles mast exceed the tokal 1;1“5 ﬁf -
mgﬁiai .&li cpremadities mush tharefnra_.sall_.. st pr.iuss i;ll exasge of -

“‘their costs. In order to explain prefits, Malthus muet flvd o

“gouree of demand uthaéithah that of the workerg. His deus ex -

machina is the demand of the unproductive consumers =- the aocurce

of whoss purshasing powsr le never explained.  fAod, as Harx

. peinta out, whatever producers geln ag gellsrs they lose es buFers,

. 28 0 ' -
go that totel profit remains wneaplained. ' '

Malthus sbtributes the fell in profite, and conssquently

the gensral plui, te ovaraeoumilation uf.uapitnl; He =£ata: thet

0n the suppositlon Indsed of & given sonsumpblon;
the accumulation of ocapital beyond a certein polub mush
appear 3t once Lo he parfectly futila. Bub, even
teking into considermbtion the inoreasad seusumptlon
likely to ariss wmoug the laboring classta Crom the
atundanse and sheapusys of gommoditiss, yeb &2 Hhis
oheapnoss must be At the sxpense of profitas, it is

of commoditiss egsinst laboy nesd mot invalidele Say’s Lo Say
hinself invalidates Malthus! objection by adnittlng that lebor is
n oommoditys {J. Ds Say, Latters to ¥althus, Londem, 1821, 22-3)
Whet Malthus asserts is that leber may be in defleisnt supply aa
compared with ompitels This ia a possible pituntion, -but one
whish does mot follow from ¥elthua!' owa theory of populstiocn,
whare the worklog population tends te be in excexs, rather than in
deflotent, supply. Melthup! ergument here 1s similer to Smith's
argumant that the rate of profit falls with the increased coupetl-

tign of espltal, which "ralass the wages of labar, end sipka the

profits of abooks"” (}‘I&nl‘th._qf'ﬂﬂ.tionﬂ,. BEB) ‘But ia Malihua®
system the altuation cenmet bs improved If wages fall with'prleeay

this would only further reduce the lavel of effeotive demend «

26+ Theorien bor den Mshrwers, 111, 10
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obvloaa that the 1imits to suﬁh an inerease of -eapitel Prom
paraimory, es shall mot be atiended by & very rapid giminu-
tion of the wotive te pcowmilets, are very marrom end may

yory easily ba pedsed, <0
Hnﬁa*ﬁr, agsording to Malthus, there ie an optlmum rate of aantin—-

I & & » sthere must be some intarmﬂ&ia%u.pnint-wheueamhfuévtakigg

ints copsideration both the paower to produce and the will
to contums, the encouragement Lo the incraass of wealth
ig preatact. :
Malthus' theory of the gensral everproduction 1s hardly
n-fﬂfutatiap of Say's Lews 7t rests on nothing stronger than .

Malthus' unsatisfacbory theory of wvalue, %o which he appendis the

doubtful concept of "ncrmal profits.” The nagknaés of fhp thaurﬁ' :

13 the weekness of its premises. Ricardo writes to Malthus, in

oritialag uf'yha lntteris "™messure of walue™,

Allowing you your premlses, I s29 very few lnalances
in which I nan quarrel witk your comeluslops. 1 agrse
with all you say goneerning tho glut of commodities; allow
e you your fes surs, and -1t 1s lipoeslbls te differ in
tha reezlt.”" _ L

28, Primeiplas of Politiesl Eoomomy, 370.

27, Iblds, . The opbimum rete of accutulation la & hazy oonceph
. mlnes it ie defined wlith refersuce to a "norewl” rate of grofit.
{The objectlon elsc appliss to Rlcardoe's mormal reka of profita}

But this normal rate can naver be dsfined without cireular raason-

ing. More rasent attemphsz to eecepe the girculaprlty ere unauc-

cossfule HAarred, for sxample, msrely parsphrasea Halthua, in
dofining normal profit as the profit earnad at eptimum capaelty.
(R Fo Herred, "Notes on Supply," Bepmomic Jourmel, Vol. XL, No.
168 (June 1930), 235.) ' : '

78. latters of Dawid Ricardo to Thomas Robert Malthua (ed. James.
Bonar, Oxferd, 18H7),218. : _ -
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Yok Halthua' aoelyals, hﬂwa'mr feulty, dowss sonstitete "

oontrihutinn tu sacnemlc theary in that (1} it atredses the impnrtanna:
‘of ghort~run sffdots) (3]_it introdugsa monatary gnalyqiﬂ into olasz-
iael theory; (%) iﬁ raizes thg'qu%stion afltha 1#131, as nuil'ﬁa of
the preportions of ﬁrndﬁctinn. in ualng the connepf,'lltar to be 20
taken gvar hy ﬂhckaell and Kaynas. of dewnnd for ﬂutput BE R whaie...

Sinne the time of the clezsioal nuntruferﬂy, Suy‘u Law _
haﬁ uunfinuad Lo be gttaokad by the theory of underscnsumpilcn. But_
- the most fnpuiar thﬁurﬁ of nndercgnaumpbion 1s mot Hhat of ﬁnltﬁuu;
ﬁﬁiuh hag & logis of its.ownf but the th;ury of Endbertus, which
Expléina uvarpféductiﬂn and orizez from the f&?ﬁ thl£ with the in=
orsase in prqducﬁijify the werking nlaﬁa recalves a ;cngtﬁntly
diminlshing share gf the natlopal innom.m As we shall see whes
wo gxamine the Marxian verslons of the 'tha-;rr:‘.r'oi‘_ unde reoneumption,
nhinh-are.only restaterents of Rﬁdﬁartus' argumaﬁt, tha thanrﬁ is
not one of urderconsumption, but one of disp_rﬁpartiumlitp. "The
ullaged g¥erproduction 1s ﬂgﬁhing more than the theorists! fatlurs
to socount for the feot t.ha.t the rolative denand for producers! goode

'ri#es.n{ the relative domand for conmsumera! gnndﬁ falla..

£9. This Is reslly & negative oontributlon sivee the Mershellian de-
mand and supply snalysls applles ¢nly to amall srnd wodmportant dow—
mpdltles, oot to aggregates. Changea in the guprlies and pricke

of importent commoditles so influsnce total income as necesearily
Yo shlft the dewand end supply schedules for cther commoditles.
¥oreovar, the wary couacept of demand for .ewiput ag & whole implles
logs tham full employment, a aituntinn whisk under classleal aa-
sunpticng 13 impossible.

30, Karl Rodbortua, ﬁvarpraduutian and Srisas [Hﬁw Yurk, IBQB},
123=32. -
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G+ -The Hegent Controversy opn Say's 1&w

In 'raee.lnt years Sey's Law has .a'gniﬁ hée'n'suh'jaﬁt to da=

tate. The sontroversy concerns the question of en a}lagéd logical

_ contradicﬁiuﬁ_batuﬂon Bay's Law and itg eolassisal svrollary, the

quantity theory of money. According to langs,

Bither Say's Law is assuwed and mepsy prices ars la- .
determinets, or money prices are mude determipate == but
" then Say's Lagiagl henos the neutrality of money wmat -
bo abandoned, : '

) In order to deal with thls question we umst Pirst mfomu.-
lste the ﬂﬂ.‘.‘lﬂ'i‘t:.-i.l'}né of Ssy'e La;w._ The first theorem, that money

is ;'vail; gﬁd thiﬁ ﬁha_lﬁfa; of prioea ia, thaiﬁférﬂ, of no consgs-
guanns, raﬁu;raa (1) zero homogeneity of ;11 demgnd qn& aupply

funotions, whioh meuns that any chenge in the quentity of momey

- ‘aqanlly affesty eil prices aml incoms; (2) that the domand and aup-

pig of momay be 1dﬁntica11y_equn1, which ﬁaans that with a ohanpe
in the quantily of mouey thers is no shift in the total llquidity
oroaferanos a;hﬁdulq,-ar'tha K of the Cambrldges unah.balnpnn aquation.,

“The sacond théorem that partial gluks will be nnrraqtad.

31l. Dasni Laago, "Sny o Lawr A-Restabement ezl Eritieismg“ Studieg
in Mathematigal Ecconomica and Econouetries (ed. Lempe, HoIntrs and
Yntema, Chicego, 1942}, 65s Lange later admits that the neutrality
of mouey doeas not require the fulfillment of Say*s Lew, but only
the homogonaity of fovs prier of all supply and demand functlons.
{Frenco ModigYisnt, "Ligquidity Prefaravve, Intorsst, mnd Noney,"
Boongmetrien, Vola 12, Ko, 1 (Jermary 1944}, 70, note.) Medigliani
points nut that with chenges in the quantity of money, zers homo=
genoity does met depend on Say's Lsw, bubt only on homcgeneity of
the- ezxpectution fumctlons, or consbancy of tha margiual rate of
gpbstitution hetween uammﬂditiea {1bid.. €0).
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and t-ha;i; 8 zenersl glut. ia in;pcasiblu, -raqu{r.as

{1} Price flexibvility | '

(2) Mhbility of ol fastnru of prnduction

{3) Full emplnymant uf all rescurves _

(4} Elastioity of totsl deumand aquu.l to unity {w= 1), or,
what is tha same thlng, that the sum of the mrgiml
propanaitg to oansume and the mrglml p:*opemit;r to
‘lmruit eguale unity {d;r +'d_ 1}

{5) Yo decresse in the level of prqﬂuctiﬁt}r.

Lang;ar B uritioia'm sonserns the Flrat theorem relsting -

to the mutrality aof money., Hlu ergwas that w-han Sa}f*s Law holds.

_nnt nn&y is the prise loval unlmpcrtlnt, but that 1% 1a inﬂetermiuatu¢

According teo this argument,.ainau the damand and sapply of munﬂy ars

:1duntiually'ﬂqﬁal in Say*s Lavw. tha uquntinnél syhtam for the nel

unknuwﬁa {easwning there arv z~l dommoditias and woney) lacks one
-equatian neoeacary to tr.'ans-forn_l. the exchenge mtios Yuto abtsplwbe
prices. . The 'g.lriq- lewi ig tharc:f’ora ..{ndat-urmimth

n the othar h:nd; aosordiag to Lazpe, it Tha damanﬂ e
supply of mondy are nat idnn‘biual]y ayquel; bul are nqlml guly in
equilibrium, the price lovel 1s determined but Sey's Law faile ta _
hold. o | | |

The nllugad cogtradiction, hmﬂ‘r, nrius only trom .

Langa!s particular iuterprataticn of Eny‘n lawe: Auoording o

Eag 2 Law of tha slassical :y:tany

nvl n-l

Er’ii ‘;‘71“131 a
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whu}e tﬁﬁ'nth somnoclhy Le meney.  Bub ncpu;diﬁg to L#ﬁ;é;lmqnayf

ia.inﬁluﬁed with all othar:aommodiﬁ}aa,'uu that,

In\Langa'a_ayatem-any_diauquilibrium in the market for one commodity.
is balanced by a digequilibrium in the money market. But im
the olaasiosl ayétam, any disequilibrium in one sowmadlity merket

fmplies a balanclng ¢iseguilibrium in augthsy comnodlty markets .

In the further darqlﬁpmsnt_gf hin'urgument, although
he doss not mentlon Smy's Law explicitly, Lange mssumss that with
no "momstery effoct” {no substitution of momey sgainst goods),

a disequilibrium in one cowmodity market can lead tv an infinite

riae of pricse, at ths gams time that Sayls Law halda. The
prios level is indetsrmizate despite the fact that Say's Law holds,

only becmuge momey 18 alawsified with other soumoditles. In Say's

* Law of clageioal thavry, singe ome dissquilibrium implies ancther,

aquilibrium tw restored without monetpry affock. The price level
is sutomatlonlly determined, glwen tha ﬁunntity of monoy and tha
habite of payment: The system la detlermlned eyon when the supply

and demand for money nprs identloelly aqualn. The miceing equatlon

o —

2. Prise Flexibility end Employmept {Bloomington, Indiaza, 1944),
7 £f. This result, it should be uoted, depenls on Lapgs's ln-
admigsible assumptlon, without whlch & proportlenal change in
prines Le impossible, that Lhe rate of interest remalua. soustant
{ibid., 10)+ I= ths pormal smse, the rate of imtersst should

“move with prigus, ta. sompenente the gaing or losses in purehpalng

PoE




gL

1o gupplied Ty ‘the faet thet in aquilibrium the marginnl utility
-of the mG Ty eammndity 81 & ‘commodity equala the mnrginal utility
of the munﬂy uummodity a8 WoUey} Or, in Lnrzinn terms, givun the

_ quantiny ur monﬂy, thﬂ pricﬂ lﬁ?ﬂl depends on the vaiue of the
mﬂﬁﬂf nnmmadity;aa

While the prica 1uval iu datenninate ot tha gems tlme

Say's Law hulda, thu quastinu of whebher monsy 15 truly & vell i=
ot aattlad; Bay's Law'implias the neukrality of money &nd the
inaignifioanua of the price luvulg Tot sny and the classloleta
apntradist the sllaped insiguifinnnnu pf ﬁha.prinq lavel by allow~
#uﬁ for ;n inmréasa in tﬁ; qu;ntltf of money with an inaraaqa in
production, . The}a ig na ouﬁtrnﬂiétion, howévuf, if ws look upon
the price lsvel as unimpﬂ;tnnt (although detarmined) 1if the posi-

tion of stetie equllibriom ja given, Dbubt not unimpdr%nnt, boonuas

of the lag betwssn coata and revenues, in the movement from ome

.aﬁuilibrium poaltlon to engther, Finally, 1L all frictiéna mnd

4

time lags are aseumed away, the lswvel of prices ls truly immaterial.
. For our purpﬁaoa, th; mors relevant tﬁﬂﬁrem of Sey's

Taw ia that whioh" denies the poazibllity of gonaral overproductien.

e T R o T o N

AU

ﬁhrx g theory of crisa:, as diztinet from hia theory of n sles, 1z
a direct nuntradiutiou of this theorem, Marx's thesle iz not

that general overproduction 1s the ounse of orimes, bub that the . oo

" AT T £ B E R

a;pitulist econony always presants thn:puaqibility of srisos, which - .

%3, It is interesting to note, in thls comnection, that Marx holds
the guantity theory of money In 1te inverse form. . In the guantity
thaory of the olassloal systom, given the velocity of momey, the
level of prices lg determinag by the quamtity of monsy. Ju the
Narxian systen, the quantity of money is determined by the sum of
the commndity wmluea. (( Cmpital, III, EE?«] .
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TI. Marx's Diséussion of Crises

. In verlous connsctions Marx mentions the many phsuomens

“wﬁicﬁ.ﬁhf}précipitate the eriuias-ovafspaculatioﬁ} ﬁvérpfuductiun

.;uf impurtant cumﬂuditias, pfr&odan replncsﬁnnm of fixed capit&l.

ghkraio on tha uredlt sjstam, anﬂ unuuually good or bad h&rvvuts-

But unlike many_h:ainaaa oyule theoriasts, iugluding his cm followars,

he never oanfusea ths presipiteting factors with the fundementel

cause of the orisle. The oauas of the orisisr met be thg pauze of

. » _ : . .
the businens cycls itsslf, whioch is.itt:hu vary natura of the capitalliat

process of scourulebion. The asturl prectpliating fastors cf the

arisls, howoewsy, depenmd pn the oconcrete soastelletion of markst

foroaa, ebd are mot the asme in aachhhistarianl eriale,.

Morx's purposa ia mot to deseribe aotu&l'uriuﬁn, nor

to digouss the particular set of relations of aredit sod compatiw

- tion that pféwail-ln the real world at dlffersnt times end glwe to

. ench erisis its particular form and histerie 1ndiiiduality. In

his discussion of urinaz he aays,

We have %o sonsider hera enly the forms mhich capltal goes
Through in its different gtapes of ewolution. Thua thae
reel prlatlona withla which $he actual prodection process
progesde are not developed. It 1s always sasumed that the _
comnpilty Is anld et ite welue.,  Gompetition of capital .o
is wot oomsidered anymore than credit or the actual comstl=-
tutlow of aoolety, whleh is not at ell compomad only of

the cleases of workers &nd industrial aapitaliat,. L

Much off tha gonfusion created by Marziano writars etoms

from » misunderstanding of the purposs of Marx's only systematlc

3. Theorien Uber dew Nshrwert, I {2); 263-4.
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disoussion of orises im the thlrd chapter of Yolume II (2) of

.Tﬁia iz ﬁ diaausaiun of the possi-

Thaorlan.ﬁbar den.ﬁahrwﬁrt.
bili#iés and ahsﬁr&ut fﬁrms of th& arisla, forms whieh by narplase
1ntarp‘rﬂtarn, ara takﬁn t-::- mean E‘ﬂﬂ of the criaia. and by ax=
tanaiun, cnuses of the ﬁyﬂlu.

| ihe purposs of this ‘discussion on erises is to rﬂfutn ' 1
the theorem uf Say'e Law which holde that andogenoualy erentad
arisaa aATn impasaible. lﬁurx's prool is & puraly fuml ouey it
mexrely dﬁmunstr&tus the posribility and likalihuod of oriaeu, or _
1'ntarruptiou= of the auc-umul_at_ion prcuetss. It is dafinital;r not

3 thaory (14 -:.r;ruleah -

An ar&ur to understand the particular vrTOrs of mnnt
interprntntians of Yarx, it 1s nacessary to aunaiﬁar Merx's fuml
demnn#trutiﬂu of the poasihilities of orisau.

Be The Two Abstraet Forme of Orlaza

In the ahnptar on airtges in Theorien dber duu Mehrwert,

A N P Tt S T

Merx'z pumusa is to glve the abetract forms of t}riaea, whiuh, in

Feis

rsalit}, ars filled wlth varyleg uontant, ﬂutsrmined by competl-e

Llcn, sredll, and the reel wlntions of prnduu‘tiunn . Thess nbatrmut

Ty Ak e

forms are dedused from the na‘i:ure of anpit:n.liat production and elr-
eulatlon, -snd present merely the possibility of arises.. The souraa
of this poesibility Ls the umtmarpnouis bf the commodity with its

nsneauary ueparﬁtinn nf purchnau and salu.

“hn mosh bﬁtranh form nr ths uriaiu, and, tharafor-,
tha formel pomslbllity of orises, ia, thus, the metamor- .
phoaia of the aommudity itaclf, whioh [oaly aa & uomplﬁte "
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movamnnt},cnﬂtalna the contradictlons between wac velus
aiid. sxchange value included in the uadly of the nommndity._
_s.nd between monsy apd commodity, « & v o»

‘The grisis in its zecond fora arises frem the func-
tion of mctey ae & mesns of payment, whereby monsy flgures
in two diffevent moments separated in time, end in two
differont functiomss . + » Doth of these forms BYe sn=-
tirely abatr&ct nlthnugh the eacend is more oonerete than
the first.”

1, Separatlion of Purchase and Sale

The metamorphoais of commodiby-cepitaly.Crledy~y
moany thst eale end purohuse sre dlstinet iu buﬁh:timu'and Flace.
In gomnodity exchange, unlike barter, the direct axchange of u_.

"ume vmlue, thara lE tha a1urpraaant p@usibility that the ucmmudity

T R
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whish erigts raullg &8 A UED value, and unly iduall; 8 nn.exchanga

walagy way not be reailzed ez an sxchange vn1ue. Thig ia becauss ak

any giran monant, cantrary %o Jay'a Lew, Lotnl purghaaea nnﬂ total

salas need not be in equilibrium. Mamx anya ui this,

TN AT

hnthing san be mopre childish then the dogwa: that
Lecailse every sale ls o purchasze, and overy purchaus
a szls, thersfore the dreuletlon of gommoditiesn
necagsarily impliss an equilibrium of salos and por-
ohages. If thig means thet the pumber of actual
gales is equal to the pumber of purchased, it & mere

tarkology. But 1ts real purport iz to prove thak
nrary aeller brings hia buyer to farke® with him. . . .

¥o cus ovan sell unless soms one elae purchages. DBut no
one ig forthwlth bound te purchnaﬂ hecause he has juet
aol&.

The metrmorphosls of commodity-cepitel, C-¥-C, preaupposad
the luverse mataﬁqrphﬂaii of monay=capital, M~C-#. A disturhmnéa

of the latber vetamorphosis means e disturbanee of the formers

6. clétﬂlp 1, 12.'?1
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wre unspleabls, Wt haanusa thsy BT unanleable within = given period.
40

T o e TP

If tha interval in time batw@an tha two nomplamantary

phasas of the coopleta metamprphesis of & commodlty ha~

oomas too great, if the :plit bebweon the sale wnd the

piirchase begowes too pronguncéd, the intirun.te £ onreg

tiopn betweoon them, their owenass, aSEerts 1tsslf by
praducing--a arisis- 37 _ o \

_ Thﬂ criain in nuthing more Ghun tha process hy whiuh the unity

of praduotion and nirculatlan, of purﬂhase nod sale, is forﬂihly

g
regtored.

2. Yonay as Means of Paymﬂnt

The fant that money Erves not ouly as the means of

uirculatiau, Tk also as a stura of walue and. msana of payment, giwal

Thea to the second puaaihillty af erlsis. If}; veocauss of nhaug@s 1n

tagbas or &avings habits, RII¥ uommndiby osnngh be scld in a given

period of time, althuugh ite 1a1ue ramaina the snms; or if the wlus

of the commodity ‘ohanges in the intarval betwueu ‘sale and purahnnu,
money can he longer functiou adequetely as n_maans of paymept. .
A'aingla producer ¢inoot pay his debta or réaliza the wlue of his
sommoiditles, &g £ rasult tha whole pebwork nf mutual debts and

59 oo
sblizations is dlaturbed. This asvond possibilliy nlunya ragquiresd

_ %he Pirst, the ssparatloun of purchase and gule, but the first possi-

i1ty way exhst without the aéuond, that 1y wifhnut the oredit

sy phem. The sacnnd possibility in realizad not because commodities

A1l mﬂuatary trizas are, 1n fact, the raali;ation of this aeconﬁ Tovm.

37, Tbid., 1, 128,

368. Theorien ftor dem Mshywmrt, II (2), 282

39, Indd., IT (2}, 284.

40, Teids, II (2}, 288,
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Tha formal posgibilitles of srisis, the separstion of

#urﬁh&aa_and gels snd the fact thel money serves 2 meanas of pay-

ment, both existed long tafore the esm of capitalism without glvizmg

41 o S _ S
‘The real problem is ta show how these poasibill-

%iey &re brought into pley within papitellist produstlon.
In . swmmary, ﬂhrx SRYH,

The genarsal possibllity of erises is the formsl
- metamorphosls of capital ltself, the saparation of pur=
chego and gile in time and space. But thls iz never
the canzn of erisea. It is nothlng sore than the meat
general ford of erises, thus of the orisis in ifs moat
senerTsl axprasslon. One sapnot sey theb tha most -
abatraot Torm of thé cFlEis is the cause of the erisla.
IF one seeks the oause, 1t is to know why ite abstrniﬁ
form, ths form of its posalbility bescwed a realllty.

B. The Reslization of the Abstrast Forms of Crises

_ The panaiﬁility_ef crirla can be realized in meny oif-
ra?ant_wﬁysu Loy diﬂturbaﬁca of the equiiiﬁrium sonditiona of
tha.rﬂvrudu@ticn Procoss may_glvé risa to & erisia.  Thess egui-
2ibriun oonditions are mersly Tormal condibicna, whose fulfi)lment
by no mwany asenres wndlmdted ﬁnuuﬁu}ation- Capitelist development
i inhcreantly cyeclleal; and henoee markeé_hy ;risaa uvan.Qhen the
aquilibfium conditions of reprodustion are fulfllled. _Eisturhanae

‘uf thepa formal eguilihrium aomiitions gilwes mersly the particular

AT, Itide, 13,(%), 287

12, Inid., I1 (2), 289, (%y emphersia.) This paasags is of key
importanse, Careful reading of the ehapber on orises in the
Theorien dbsr den Mehrwert, and espeaially of this passage, evoids
ths creabest misunderstandlng of Marx’s Lheory of eycles. The
theorles of Hopglizetion™ ecrises [crises due Lo underoonsuwnption
undfhr disproportionel produntion} so popular in neo-Marxist oircles,
rogbs cn the very comfusion Marx werne agatngt, the confueicn betmween
the abgtract form and the ceups of the orislas

T
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furﬁ ﬁf the cfiuis._ It does pitid detarmine tha pauss of tha ¢risi|,
if the erisis ls pruparly ragarded az marely one pha&e of the
business cycla-whnsa sxplanstion must be begad on tke fundamﬂntal
laws of capltalist prndﬁctiqn; '

N : Eaéﬁ-diﬁtﬁ}baﬂﬁﬂ of equilib;ium illustrat%a the ahstr#;h
forma ﬁf arisas. For Exaﬁpia, the money acouwmleted for the |
ﬁﬂf?ﬂiag replncameut uf fired capitel way execead or fall short nf.

43
aotasl dapreeiatinn and technieal reguirements for replacemant.

”his is s form of digeguilibpium ariuing from the separatian of
S A4 :
purchass and sals -~ oven within simple reprodustion. Similarly,
ptried &
changas 1ln pruduntivity; or the turnoysr of capltals awl any dia=

n

aquilibrinm batWEan money ocaplial anaumnlntaﬂ for ipwsgtment

S 1] .
(eavinga) and sctunl investment in produuti#a oapltal; betwesn the
phyéiou] deprovistion anpd rﬁpinuanﬂnﬁ of the money supply: or in tha

sxahenze betwesn the twe departments, mey lead ko o erisie. In

4%, It is rapognizsd, of course, that thars is oo such thing wn
atrictly tochnical reguirsments for replegensnt. Depreclatlon and
raplaosment problema are alweys econcmic, and involwe the rates

of profit and of inmtersst. Thus the difference betwesn the "mensy
aceumulated for replacement” and tho "techrloal requlrements for |
replocemsnt,” 1s roally a difference botween estimaiss of deprecias
tion onde nt diffaremt LHlmes, & differenae thet might be spalyred
in terms of axpeutat10334 But iwnto {hese problems wu cannot eutar
hare. . .

44. Capitel, II, 543=Ts

4E. This doms not imply any savings~iorestment theory of oycles.

Yor Hary saving out of surpius walue iz speoifisally deeipgned for

wocumulebion, or inveatment.  Bul the socumulatien of sapliel

mesns the purchhas, Uy ivdirldusl capitallats, of use valuss =
- mmterial mesne of production mod labor power. The formation of a .
"hoard, " or the essumulation of money capitel is a praragulsite

for such fnvestment. Jor the whole economy, tha momey accumulabed

or saved in sny piven period mey be unegual to the setual investment,

e e
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sach oase the separstion hﬁhhﬁéu purchess and mele plves the pussli-

tha mora sxtended

- hility off arleis. Tha 10ngﬂr the ueparatlon, ‘and

“the use of nfﬂﬁit, ths thore difficult it bescmod for mnnay to serrs

" as méans of payments

. Emalp form of diseguilibrium rea‘izaa the pusaib111ty of

erisgiss In ®aakh ¢aa$ zome cemmpdlitles eppear bo ba ovarproducod-

The partial glut leeds, 1n tarn, to a genersl gluba

Marx ia po explicit in kia rejectlon of Say's Law, the

desotrins thet gansrnl uwﬂrrraduction la impousibla. hnt hiu ab-

jections have been formulated by yarioud writers imto an under-

consumpticon theory or & dispfopuftian theory of orises. Aa s

melter of Taot, Marx holds asither theory. He explicitly rejeots

the ut_:ﬂ.urconsur!:ptiun thosry of a necessary shortage of €fectlye

danends - Then hh.nﬁaﬁks of unddraansumﬁtiun,'ha rafera not to an

insguallty batween tobrl supply and total damsnd, but to the con=

£1iot batnﬂan the drive to ssoumulate, to produce for the sake of

prgduatinn, and the innraaued pruductiva power which uonstantly o=

tands thﬁ {unraalizﬂd] puasibilities uf nunsumpticn. ﬁhen he

spoaks of dlaproportiena,his ralers to the’ result of unewven axgnnninn

of produstlion due to uneven davalﬂpmant ol prnduutitity, not to the

diupropo“*iana rasulting from the planless charaster of" oapitalist

pruﬂuntAGn. larx makes this alaar whei he esys, in hiz diacussion

of nrisas due o par+1nl n#erprnduction,

Esra we do-pot epssk .of the uriais so far s5 it ragba
upon A4 spraportional produstion; that ig, upom a faulty
digtribution of sowiel lﬁbor nmng, tha individunl spheres




Thig oan coma lnto consideration nniy 80
eoncerns the competition of caplitale.”

of producticn.
fer ag the disoussion
n wvaluas, not

The pfnblam s ome of arises resuiting from changes 1

ffam cdmpstitirﬁ deriabions of price frum ¥aluss
8o far as it meserts that in eguillbrium total produetion -

wquals total nouauﬁptiuu, and that tutal_sufply sguals total detand ,

Sey's Law 13 a theorem to which Earx must adhere.. His own repro=

duatlon suhgmﬁ# are, in fact, an illustretion of the sgualltiee

agserted by Say'e law. _'ﬁhat_ﬁarx_rﬂjecﬁ# aré the assumptiona om

wirlgh Say's Law ls based ragardiﬁg the pature cf the aapitalicet

A
-

gyabowm and the mochanisma of ite squilibrafion.

Vayx makes the followlng oritioism of the clazsionl duo~

tyipe that thers can be o general ovarprnﬂuptiog snd thersfore no

orisiz Eime goods buy sach other, money gerving only as & NAAn3

of sichange, arnd sinae nll sases of pertiel over- and undarproductlion

noﬁpanadto azah other anﬂ.pill ta sorraabed auﬁamntiually by pries

movenapta e

In order to provs that capitelist produotlon canuot
lead to e generel eriels, a1l conditions and determining
forma, mll principles and girferentine apmoificne, in
short, eapibaliet production itseil, 15 denled; it is
preved, im fact, thab if the capitelist form of production,
inptoad of boing o spevifically developed, perticular form
of seclel producticn, wera & form of productlon which lies
bohind 4ts most elemsutary beginninge, its pRrtioular
oppositichs and soutradistions, end, therefore, thelr
eruptipn in orisla, would no¥ exiate :

'hﬂcnrding %o Rieardo, following Say,_prqduats BIG
wlways bDought by products or servioes; mopey in gnly the
*medinm throuph which ths sxsohangs is aocompliished..

-4G. Theorlen Hbter dan Mehrwsrt, II {2), 300~1.
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Thus, in the first place, the commodify, in which thére is ..
an opposition belween uye value and exohangs va lua, ip
transformed itto a mere product (uss value); thorefars, the
erohange of commgditiss 1s transformsd inko noTe oxohange -
of products, that Ls mers use values. That means nobt omly
#olng behind cepitalizt productlon, but ewen.beblnd the
mere produstion of sommoditles, end it means ngsuming awny
thé most complicetsd pheuomencn of capitallet prodvction--
the world market erisls=oby denylug the first condition of .
capitalist production, namsly, thet the product musk e &
ooumodity, must therefers eppear in the form of money, mnd
maeh go through the prooess of metamorphosis. . lneteed of
spesking of wege-labor, he epenks 1n terma of "services,”

2 word ln wiich the specific charscteristics of wapgs .~
lebor and ita use--namely, to inereazs the walue of the
somnpdlitie s apdngt which 3% is exchanged and thus %o goneratse
surplus walue--1s agaic omwitted, apd thereby, slao, the
specifioc relationship through whish monsy end commodlty

are transformed inte capital is omitted. + . & Momey is’
¢onsidered only a5 a meana of axchasge, not as an ensontial
and necessary fovm of existence of the oommodity, which must
present itaelf ms axchange velue, namely aa pemeral soclel
Jebor. By striking out the sssence of exchangs yalue
through traneforming the comrodity inbo a mers uae value
(product}, one amn easily deny, and, In faokt, wuet deny,

en sasential, independent form which aluc hes an indepsndermt
existenos, &z azalnst the orlgitmal form of the cormodity,
in tha process of ths metsmorphsals.  Here the crises ars
ressonsd swey by forgetting or demylng the first prersqui~

sltes of oapitallet productipun, the exlstenpe of the product

a5 & commotity, the duplicatler of the pommpdity in oommodity
and monsy, the resulting eeparation in the sxohapps ol com-
modttiaa, final%y, the relstionship of monsy or the comnndlty
to wags labor. : : .

Merx volntz ouk, in rarﬁtabian of cleapeical dootrine, thet

In capltelist sonleby ﬁrqduuar&‘anﬂ consumors ara net idemtical =~
“brkerg cunaumﬂ:lﬂﬁs.thaﬂ they pruduaﬁ;'lﬁndlards consume without pro-—
ﬁnuing_at alls The goal of p;uduntiun it no% the pruﬁuution of-:
wse wwlues fqr.nonnumpt;an. put the producticn of surplus value for
'ancunulntién. The sogtradiation batwsen & glven megnitnde of axn.

change value produced, and the uss values domandesd, 1s nob an

RS T it s Ee s

37, Ibid., I1 (2}, 274-6,




acaident nf.ﬁlsﬁrapnrtiﬂnnl prﬂduntiunu tut em 1aherent aprutra-
dfation of cmmnndity prnduction es aunhi
Mnrz ‘attacks the Einurdian ﬁoctrina that ﬁnly a partial
glut g Fosaihlo- The wvery natura of thae mgtamﬂrphnﬂia of aom—
.nﬂitias, tho naceaaitr for all eammuditien to ba tranafurmﬂd intu
mﬁnuy,-lmplhea thﬂ possibtlity of a genersl plut. Tobel supply
oan axceaﬁ totel Asmand iT ell ;ummaditiea are in axoess excupt
mnnﬁy.éa This is uet the EEEEE of the erisls; 1t is the orisle.
Mnrx';greas with Rigardo that genersl overproductlon oanpct ba tha
catize of crisas. Put geusral nvurproduutinn, the possibility of
_ whiuh keardo daniea, Iy the reemilt of p&rtial nwurproduntinn.

Hasels argumant, in:ppuaition to that of the claseiosl

P o oI i L R SR IR O ST e eae a
e b ME S ) i e S 1 Y R B A e e e

vriters, iz that pertial gluts are not socidewtel, ut inhoremt

In Lhe cﬁpitalisﬁ szoncmy. These partiel gluts.nrﬂ oot eom—
nengated Uy adaptaﬁionﬂ.{prica ohanges apd mobllity of oapitall,
but equillbrium is restored through the'ﬁfiaiso Ovorproduction
nnd.;nndaquata returnn iﬁ i) inﬂuntry'magu; failiqg demad for the

produsts of other industrien. Gvﬂrproductiou ig cunuletlye, and

s VRIS o e R T M, SR T e e T B g T iy

vecomss gonaral os soon as thare le orarpraductiun io & faw impo"tnnt
49
indusbelees

S

The essentiel cmuse of partlel overpreduotien 1s the wn-

Rk

#yen increaee in ﬁrnduntivity end the expansiou of_pfoduutian without

AT

48, Ibid., 11 {2), 292, Thus total supply exceeds fotal demand for

eomuoditiox beeauss the demend for mousy exoeeds the supply. It
 ip this sudden rise in lliguldity prefsreunce, or what Lange callwe

tha desirs to substitube money faor guudn.thaf leads to a gen&rtl

fall of prices.

a9, Ivid., 1T (&), 292-i.
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. regard £n tha markut.: Evéﬁ with a.éimpié i%c;aasa in the scélh" )
of productiuu, uapital baauwus mora productiva; e quantitatita
change in the soale of production 1aad= to e gqualitative changu

in Eradgctivitf+aa : lf the mﬁthods-pf pruduutinnﬂara ahnngad {a

changa in the ﬁrnduction functiun a8 wall a8 In the scale of produc~

tion}, tha ineresse Lu praduLtivity, and in the mass of nes veluay

Bl
produced, is even greator-

i
Thﬂ Tagt that pmductiri‘;y inoreasns m;avenly among dif-
fareut industries moans that the propertlons of praﬂuetion &ra son-
tinually eliered. The 1im1tationa to the slue of caplials, tha.
variability of agricultural oubtput, and the fect that inﬁtruménts
of production inorsase faster tha; the quantity of rew malerlals
nTailnhla in & given time, all nake prupurﬁiunal incresases in
produckivity and in the axpanaiun of prqduction impossibie.ﬁa
Gverproduntinn in tha Morxian genze ia thus ngt ﬂimply

65
tha pasult of frictloos. THor is it m reanlt of AOY N20IIBRTY

El)e increeging refurns to ncmle are due to sither of beth of the
famiting Marahallisn internal end esxternal econcmisa. . In general,
the former are a result of the comcentration of capital, the
1attér, of tha gentralization of ecapitals In either cuase, such
inoreasing returna raise the rate of surplus walue.

Bla Ibida, IT (2}, Z01-2.
62, IMd.; IT (2), BLl8-d4,

3%, With elastlelty of demanrd equal to uwnity for sach comnodity
whoae awbput incres=es with Inoreasgicg productiviiy, tetal revenve
onvera total cost regerdless of the change in owtpub. That this
1s not so mey be regerded ag & oase of fristlenm only bty ebretch-
ing the caverape of the term frintica. The rea)l difference be-
twaen Marx's dlsppaportlocs end thege of the alaasiclste {and

sons Hhrxlnn oritien, 9specielly Tugaanarnnnwaky} 1g that the

-r""" w""”"ﬁ"-'v-m-.‘- ﬂvtwwmwmmwﬂ*wmwwmwmﬂ"mwﬁ Wmm"m
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aonflist batuﬁen aupply nnd demands The uonf*iqt ia rather botween

'what Jarx calls the prouuutife fﬂrcas, whlch uantluually, but 1=

réguiar1y, increase thae pusaibillties of -consunption, and the rela-
.tions of praauntion, which requira a cuﬂtinual inoresee in the
.scala of aaaumulatiﬂn. _ |
The eonclusioni of the procsding arguaent are. {1} that

the form of the crisis iz not the oause of the m; {2} that
general qrafpéuductiqn mhila nét the nau;ﬁ; bub tha oconssguence

of the oriais, oma ragelt from parttial 0+ﬂrproductipn; ;nd {3) .
thnt disprupurﬁiunn in the Harxlan sense are nat due only to the
planlassnﬂas of ohpltallel proﬁuatinn, bat sssentially te unsven
incresses in produchlivity, - With thﬂuu thrse conclusions we awa-

wmore fruitfully examin? some of tho‘nnu-ﬂnrxian theoriss of eyoles

and breakdown.

fotmer axa dus to- nhungau in prnﬂuntirity whilch mast he uneven.
Ty dafinition, end the latter ars due sclaly to iuunrraat eztiontes

ﬁf dﬂmnd.g
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