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TEE BREAKDOWN CGHTRG?EHBY IN HED-H&EKIRH LITERATURE1 THE THEORIES UF

. UHDLHGGNSUM?TIGH AND DISPRGPD?TIGHALITT

In Marxian literature there ie a 1irge bedy of eenflicting
_théor;r.on tha_nwéaa of eyoles and of ultimate Lreakdown. As . we.
have lmilosted praviously, s theory of breskdown muat Do at the samo

time & thaurjf of oyales. A theory of oyoles, hewsver, meed not be n

. breakdowns theory, simoe lbs sssumptions may be wuch thet 1t views.

oyoles as fluctuations arcund ez uquilibﬂum trend line. Suck Is -
the oase with respeot to most orthodox, and acwe Merrian, basinass

ovols theorias. Further, it must be recallesd that both syols ‘cﬁ_aur:f 1

and brsnﬁcrﬁ.ﬂm theory ure ouly theoriea; that 1, they generalize the

. lopgleal, and not ths historieal, tanﬂan&iu_-nf capitaligm.  Ade-

' quets theory mu.r!: ultimately explain and be varified by hiptorioal

experlencs, Hut it ts mot intendsd o desciibe historical experiewmces .
ach of the Msrxisn literaturs ooufuses thecry with reality,

logioal with historioel tendenciss. ..Althaugh 1t attempts to desl .

with both the oysle snd the uitimta breskduwa, 1t never olarifies

the relation ﬁa£wagn the twoe The &£;uu;uian that followe dous ot

nttump’a n chmnoluggr of the nes-Marzian contru-ﬂfljr, but only a survey

- of the min theorlea.

The thres leading theoriss of nyulas ‘and for breskdown
attributed’ J;o. H,u;trx arer (1) the thaory of fklllng prof‘itu (2) the

theory of underconennption) () the thsory of dlsproportionality.
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A1l of these theories ave wltimately reduzed to o theory of felling:

El;rhfit:g.: The driwa for ;_u'rofita is the 'J_n'utar'nf the .-;r_jrtstarm, ard
differ et .ﬂiatur_bit.lg fastsra aan ba uﬁilad upon ﬁn explain wh;rthu ]
motor balkss ) .‘I‘he ;-an'l_pt;ublam i3 te d.i..r;cnﬂ.r if aod why there i:u .
an inherent, .uyate'maftid, and periudiu "baﬂdt_mny fnr..pﬂpﬂ‘b: t-q bascme
1ﬁndequatq. _ | . |
But thers is';n assential difference botween the lirst
“thoory of falling profits, on the ons hand, and tha asoond ard third

thaarles; on tha other. The last $wy can be grouped tagathér a8

theories of "realization® crises, The difference is that in the

first theary u_;,ml;as aud breskdown seour in spite of squllibplom -

{prices equal vniuas}, end in the latter sapa beosuws of ﬂisaqui-

Zibrium [price deviatlons from valus} in the valie eyatem. Sweery
_puta the differsnce gunuinni:;ly sz followts -_ :

In ths one case, we havs to do with mowsmenta in the rate of
surplus yalus and the composition of eapital, with the value
_ aystem remaining intect; in the other casge wa have to do wlth .
‘st yob unspocified foroes tending to oreate s general shortage
in effective demsnd for commoditles; not indeed in the sguxs
~4that demand is imaufficlent te btuy =1l the sommeditlies offersd,
but that it 1a losufflcjent to buy them sll at & satinfactory
- rate of profit. The startiog point of the orieis lae in
hoth sases & desline in the rate of profity but whet 1lies bae-
hind the desline in the rate of profit in ths one onse re-
qeiraw & wory differsut lmalIaia from what 1las behint the
rata oFf profib in the othar. : _—

I. The Theory of Falling Proflte
Tha confenticnal theory of Imlling pr-;:fit-a asaritbes the

oyole to the falling rate of proflt. There are t'@u'mrinnts of this:

T Eweezy, Theory of Capitalist Development, 148.
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theory, one Desed op the riee ia the arganle eompoeition of sapital,

the other on the absorptiun aof the l;ﬂaerm army and the rise in
'n-a.goa- ‘i'i‘a have a.lrﬂady shuwn that th& real basla of the fa.lling rabs
of profit iu the riae in the urganiu composition of n&pital. Tha
riaing wagas argumant denias both the primary wssumpiion of the
Yarzinn aystem negesreary as a first lltppraxima'_l;_im; 1.: &y, thet domn
rnditien eall at their valuea, and mlec the fundamantal_tﬁhdenpy of -
the maumulatign proceasz, 1. a., the .riuing organia_ t.‘:om;maitidn.af
capital. | '

~ As epplied to the ayole, the trgum.ant_ of the theory of the
falllng rate of profit (bﬁapﬁ on the riaiﬁg nfguﬁih noﬁpagitinn of
seplital) ia Qs'folluft. It starty ;ifh uﬁ snalyals ur.thu ﬁplwing

during which the rise in the organic ocupositlon of capital depresmes

- the rate of profit. At & cerbain peiut. the rate of profit is ime

sufficlent to cell forth further sscumulstion., This lesds o .

arisle and depresalon, during which the. procesges of ratlonalizebion

wnd céﬁtr&lizsﬁiun gradually reutora‘tﬁu_rlﬁa of prefits Thersupon
Follows recovery and a nsw upeWing. . |

The ‘aoalyoels may kol oAy ni:;t inslede movementa in pr_i.oa'a.
wages, snd the rete of intmrast, Thhaé fluctuante in_tho ayale, but
do not operate omusally. |

Aa nppiind to tha'lung run, the theory eimply states that

- the rate of profit falle over time, as wall #¥ Lu eaeh oycllieal up- -

swing. This fﬁll tlunkz the atimulue to aﬁnumultﬁﬂ snd prqduuun

@voutual ategnation. Logiomlly, woeerding to nie theory, siuoce
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sooumuletion ia held te bLe a funetion of the rate of profit, cynliunl
u*rring.s phould bucmm inureasiugly mild, nmi the oycle peber cut lnbo

2
stu.gnation. This line is nnt -ba'a:an hy Marxian writuru, howsvars

Thar& ara gsversl lngiﬂal weau.}cmsaeu in thia thear}r- I_n
thae ﬂrnt plauﬁ, the falling rete of profit ias a 1ong run tundunuy.
Suah e 1ung-ruu tendenty oan pmduca ahart ~Iun afi‘mtu, but Msrxian
eritics have nob damonstratud apacif‘ictll;,r hicrer 11; produces aycles.
Seaondly, mi‘l_.o the rete of profit falla thmughnut each upsw.i_t;g.

the mans of profits ucnti‘nues to risa. ‘ﬁ‘hﬂn, in apite of the rising
A

_mns ::-f profibs, doos the mte of profit beaoss inndsqu-.tu? An appaal

to the dubious condept of an unupacified aoriel minimum rebe is wo

3
wolution. The rata of profit ia not the ‘determivant, but the resuit,

2, From the feot that Marx himeslf deale at great lemgth with the fall-
inz rate of profit {ae csused by the rising organie onmposition of
capital) 1% soems that the most obwious interpretation of his thaory
of breskdown should run in these termz.. Edwsyer, on the buaie af
much less evidanss, his followers pansrally interpreted his theory as
ome of wnderconsumption. This ocun be explained by the fact that

-the theory of undersonsumptlion has vary greab populer nppaalg © It wea

particulerly well sultsd. to the wags demends of the trade uniond .
from which the GCerman Scciel Demoeratic Party drew ite riain aupport.
¥hile nll ¥arxist oritios msction the falling rate. of profit,
fow rogard 1t 2e the ulkinate cause of oyoler and. braskdows within
the Marxian eyclom. the older litaratura, by excertion, thie
irterprevebion pppesrd veory Charasol, Dag System dog Marxigmuw
{Beriin, 1910}, Ch. I. It alen appears in Msuries Hgobb, Polltical
Eoonoty and Capitalism, ¢he 1V, and Brick Preiser, "Das Weaem on der
Werxeohen Krisintheorie,™ Wirtaghaft und Gezellschaft {Foﬂt;chrift

.rdr l'ra:u. Oppanheisar) (Frapkfurt, 1924, 249374

E Mcnr&ing to modairn ccanomic theory the upawing oomez to a8 cloae

when the natursl or real rete of ipterest equala the market rate of
interest [Wioksall), or when th® mergine]l sfficisncy of capltal aquals
the rats of interast {Keynes): 1o the Harxien system, however, the
money rete of interast, while an institutlonal datum In the short run.
ia ultimataly determined by the yate of prefit. On o' lower stege of
abstrection the rmte of Interest and its relatlon to the rate of profit
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af the rate of in1satmnnt-

fhe uﬁaand variant of thu falling profits thBDTF is the
rﬁlated thaory ﬁufelopad by Henryk Grossmzn, bunad an muvamantn in
the mang of prﬂfita- b Hﬁ ahall aea, it ia not naaaaaary thab
thﬂ masa of profits f&ll absolutaly, although this ia the 1imiting
asge, but anly that unﬂer nertain apeulfiad nauumptions, the mses of
profits be lnadeovate to mmintuin e glren rata of accumulatlon;
Thisg thﬂnry alona gecms Yo hn fully cnnuiatﬂnt with Marx's mﬁuning
and to provide en aduquata explanation.uf eyalau anﬂ breakdomn.
" fa reaervs the full davulnpmﬂnt of the nrgumeut for the fullouing

chmptar.

IT. The Theory of Underecnsumphion

Bnth_theoriaa.of oyeles wnd breakdown based on the preblem
ofﬂ“rnalizationﬁ, thut'i;, the d;ffiauity.of_realiziug th; o lue
rRlready smbadled in ccmmedities, are éﬁﬁﬁarnad_wiéh-the pruhlaﬁ'of
_aquilihriuﬁ of supply zud demand. Doth theories attrilute the
limitations of the sscuemulation prﬂuﬁaa to disprapurtiun# in produs-
tion. THe undaronnsﬁﬁptiaﬂ theory stresees the disproporbione in
tha prﬁduatiun af.nan;umarai gond; and prodﬁaaf:' gn;du, a diapro-
portlicn whilch nliagadly arigea from the matura nf-uapitalish distri-
bubive mysbom. The atriat diupropartion thoory stresses tha die-

' prupu?tionn in prnﬁuc%ipn in génnrni. . ﬁiapréportlanﬁ ﬁhiqh RTiace

mﬂraly.frum the-wnareny of oepltalist production. -

can be taker into the mmalyslss . But at this point the rate of ine
tereet dees mot even enter the argument, and uannnt be enlled upon
to deterulirne thu ol i rete of profit.

-.-_,_ . T T P B PR e P ..
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' Hnﬂur&ansump‘tion f-or. Merpraduntiqn] is meraiy a cpeclal
.fom of di apruﬁurtion.nli;ty, slthongh ac;ma uﬁdumanaum'ption theories
Fail te recoznize this. . Ve desl with tha unu.’l.am_anaum;.:tinn theory
first, howsver, in view of the historieal priority of the theory,
and tha. ﬁut ‘thet in Marxlam lit.uratu.l.-ér_ the theory of diaproper=
tiomlity_ arlsey g an.a'nswar to the theory of un&armunaumption. o

The thaor]r of u_r:i&rc:unsumpt.inn 1 the most popular ~= apd:

ma gt illoglcal <= thaor.}r in Marxian i‘itaraturﬂ. _T]_zi..n.iu.an old
éheqrg to which the Marxiets have a.&du_a nothing uow, excopt thely’
_partﬂidula.z__'_._tarminologj+ : Fundamentally, th;a theory goea 'ba;k. to
Eiamuuﬁi, Malthua, and Rodbortus, ewoh af whem glvez it hia ewm
particular Itwiat. ' f .

- nAo- -
inAerxisn literature, .the theory was first propounded by

Heinrleh Curow iu 1866, 1% wea restated, tw&:x&énmii_; Ty the
revielontst, Conrad Schmidt, inm 1901, rmatfited {and later sbandonad)
‘nB ths ufi‘i.c_iﬁ.l t;r;hndox_ptw‘ltion by _ﬁaﬁtnk:,r in 19od, by LI;a-;:ia.

Soudin in 180T; and fully elahnratadhby Rous Luxemburg 1n 1812, and’

by Frits Stérnﬁarj; in 19_2;34.4 .

'fha azgential propeosltleons of the. un&araouaumptian ".t:hac;ry
. nre twod {1} the limited market for sapitalist pr;:d.untiun makes une
limited capital asoumulsation in a olessd onpi.taliat pconomy impoasibles

{2) the limitations of the world markeb, o which resoures mash be

" made, p&rinﬁiuﬁl.lyf provoke oriees, and ulbimately, breakdown. The

fﬁuin. of Ith.u"irguman‘c; 1 thet the divielen of income bebwaen worksra

4. For n oonrenlent Faglish summery of thé u'ndarcnnuu:nﬁtinn 1it’arn‘buro
in the debate on breskdown theory, of« Sweary, gp. clb., 188-200,
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to kaap pacn mith*the rnpid axpanaicn of pruduation;

3 T

and napitalista, aspauinlly a8 intensified by tha dieplacement of

workars by mnohinary, and tha aonaaquent Tall in tha workers' shaere

of inuoun, nakes it 1mpnsaib1ﬂ fur thu damnnd for aunaumption goods '

An & reault

of the unﬂeruunsumption of the mac s E, and the frot that the onpitnlistn

cannnt conaume the nurplua product bscuiae thny mast sontlouvally ag-
cumulato a lapger portion of thnir surplos vuluu, cnmmndiﬁiﬂa'aru
crrrpraduced, and surplua Tnlua gammot be realized at home., Heeh

ovaratocking of the market, both at home end nbroad, TMANE ariais
and dopruaaion, mhinh in turn iu nutqmatianlly fnllnwaﬂ by & new
spurt of aocumulatinn, AE mors ncn-cnp1tmlist markatn are teken inkto

the capltelist orbii. Criaas basome avor mors severes with the

growing disproportion betwsen supply aud demand, and the inereasing .

aiffioulty. of findlng nou-vspitelist markete. With the progrsssive

exteneion of the caplialist forw of produstlen %o the whole world,
‘the uruupitalirt mxrket vuninhﬁa; theraupun follows qomplete stag=
nation {Knutsky'a uhraniu daprassinn} and breakdosms

Ao The Limitetiona of tha Hﬂmu Mariat

Thy early ¥arxian fufﬁnlationa of the theery of under=
wonegumption nre_very_ganarul il ipnbnéiusi#ﬂ zganrtlons nﬁout hhe
sontradichion betmeen the sxpansion of produstion and the timite=
tionn of the market. In thase formuletions of the theory, the gon-
ulusiun is rannhed, tlthough it i3 never pru?&&, that tcnumulntion,

while limited hy tho insufficienoy of the home wa Hoet, ﬂuas'praqﬁaﬁ,

-with perlodic 1nferruﬁtionu. largely dus to the'expansion af the

“world merket.

L1



Tha. o gt alabor&*ﬁ attnmvt'tu &amdnsﬁrate'that the home

| i _ sarket. is iteelf imsufficlent bo abnorh the entire product is theb

?.-;*“” ' F;: : _of Rosa Lﬁxamhurg.a ﬁar argument is that ancummlation lg Tt only

:{15 oo ) f limjtgﬁ by thg contradiotions of: nnpitallsﬂh but that it is

:‘*3'3f . _ 1  ahaﬂlutﬁly 1mposuib1¢ in a purﬂly e&pitalisu, closﬂd S00TICY »

;Ji e I : o . Luxgmhurg 5 snnlysis of the prablam of aoaumnlatinﬁ

%'“*”ft. g aenters aroucd the qu!atian of the reallzntion of aurpluu 111ua. 1

f‘f“”“” ?,_ _ Her mmalysls is_c(rriad oTt within.thg fraxawnrk.of Yarx's rﬂpro;

E':"ﬁ¥ﬂ E; duction mohematms |

§~‘-'-'"=‘“~" _ _ Her opinien of Karx's auhu_mtl. aven thet of simpls re-

o % production, 18 ‘nighly isconelsbent. . On the ons h“ﬁd'.ﬁhﬂ bagina

© 3mgh ' with the ubsamtion that. one of Marx's greatost achievononts 1s

et _thet he is the first sscoemist sinoe Quesnay to pose correstly the

TRIWIR i: . problem of the reproduction of the totel soolel ﬁﬂpitﬂl'a Marx's

w0 ﬁ schema of almple reproductlon furnishea “thu ncisntific nolution
o © of the problem.” ’ but, she asks, "Whst slgnificance doss tho

Ani B E . pohana, hnva'fﬁr raality?“ﬂ H;r _angwer is that althouzh ranlity.

5. The ehisf work of Rree Luxemburg is Die Akkugulotlon deg
Yapitala, Ein Bedtrag sur Benomischen EXkiariny des fuporiciismus
'flﬁl?]» FThis wig followed bty Dia kiftumalation des Hapitele odep
wan die Bppeopoy sus der Merischen Theorls peeachihelkon, Eine
ﬂnﬁmfrﬁtax[lﬂl?} gonsTally known sr knbipritik.  Referemce to thegs
'mﬁrss Will bs wade from the cuﬁbinad edition, Laipnig, 1921,

Eh s nnn ] §. Dte Akkumulation des Kspitals, 1.
sl {7, Ibldy, 76,
soienln f:'-' 8. Ird., 76. ' . ) )
il '?:i'{'-'l‘f l".
L
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" is pot s simple es 1t appears in the saham&,:tha'lttfar dnan;piﬂ;"

'turé_&n averags, or ida#l state, to ‘whish the'syﬁtam of raaiity
tenda ‘hs}.raturn.9 o
on the other hand, Luxemburg fii;_ds logioal diffioulties
+with the aimp%é reproduetinn.médﬂl. fhﬁ fi;aﬁ:ia that simple rui'
prnﬁuction is itsélf 4 fiuti&n, illagicﬁl impossibllity, since, frem
“the faob thni_it rﬂquiroﬁ X coﬁtinuouaiy ayailable aﬁrplus:prnduat.

10
Thiz ia,

1% 49..];2;.1:!3&13 to  prior state of enlarged _repi*ﬁduntiab
of avitres, en immginary diffioulty. The modsi of aimple reproduc-
tisn is u;:;t conserned with what happensd 1n the ".firat yaur.” E
Simple I‘_.Erproduct‘;ion, a8 a goling proosss, ﬁtumlly. ETOBUppOEed, aﬁd'
1tealif mekes paanibla,.tha vontinuous a1ni;ih111tf of nllﬂolnﬁsntﬁ

*

‘of sapitals

The second diffioulty is with the division of acsial |

producstion into only oy depertizents : mesan of ﬁrodﬁnt.iun, wnd means '

" of onnnumptiqﬁ- “Aocording to Luxemburg, thers uhbuld be o third

11

dopartment for gold, the msene of olroulations - This is an

aven wore abmurd objestion, whieh would edd to the ookl produoct

..l-fixﬂﬂ emount of 1uiue, ﬁhilﬂ in reslity gold production eonstltutes

8 aoet, lﬁiuh-uubtrantu_from the soolal product a variable emount of
mlue.

ST WA
10, Ibid., 60«5,
1. Ibids, T1-5.
12. Whether gold pfﬂdﬁﬁtinn iv Inoluded in qunrtnpﬁt 1,.65 in

special third dapartment is, ln one senes, o formel gquestion. In
any onae, 1t must be regardsd sz s subtractlon rether than aa an
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‘Even mors atrougly'dnﬁa Luxemburg | éritiuiti Hnri‘ﬁ scheun
af'eniarged repfﬁ&uution. It . ghould ha runnllad thet in mnrz )
mndala nf nonumulation the iuitiativa ia taken tw'ﬂapartmﬂnt I, while

Dapartuﬂnt I1 adapfs 1ts auuumnlatinn to naalu-_ Luxtharg objﬂ¢t#

- to thia "arbitrary cnnstruﬂtiﬂn,' whorein ancumulatiﬂu'iﬁ.ﬂepnrt-

13
maut 11 BPDOATE only 88 &4 DOLSAgUEDTA and condition of the athar.. .

In her viéw,
The sohoma apsumes & movement of tobal gapital which coﬁtra-
dleta the actual ocourse of sapitalist development. . .whieh
at firat eight ls cheracterized by two feetz: on the ons
hend, by sadden, puricdic expansion of ell aress of produe=-
tion; on the other hend, by wmost lrpegular devalopmant of
different apheres of production.
In demanding that the reprodostion mm._’i.e_l! portray hig-
tcricnl.ruality; Luxenburg complotely gonfuses theory with reality.
Tnduer no uiruumatqnae& 1a Eﬁrxfa_mudel of accumilation a ploture of

reality. Like a1l theorstiosl models, it is merely an sbetract

addition te the eommadity walue avallable for proeductlon snd sop-
sumptions But as & theorstical guestion it ia impertsnt, in that
tha claesification of gold production within a spesia) Qepsrtment
for ™neans of siroulrtion” implise ' tetal ‘wisurderstanilog of the
meteworphosis of commodlties, within which the same waznitude of
valuw appesra lo different forms. 1% dgnores the fest that the
eommned ity gold baa a use ¥alue, apart from ite nse vive ms o
meang of eirculstion. The separation of gold ip a third depart-
ment implies the abandenment of the vommodlty theory of money.

‘For & thorough exemination of this problem, of. Henryk Grossmen,
“THe Goldpredulkctlion im Repreduktioneschens von Marx und Fowe Luxenm-
burg, " Fea‘tsahrift fir Car) Grilnberg, (Laip:ig, 1932}, 15E=1844

13. Alkkoruletlon dea Kapitllu, El.

14. Ibid,, ¥13. o ummplain that thisg 1s not reality chows bbm- .
ﬂ}atﬁ uiwﬁndtfstlnntng cf the:Marxiafiomethod. The reproduction
sohemeta, 1% should be rempnbarad, sre ponstructed on the firat

level of suncesniye apprnximutinn tn raality, that is, on the .
Iuval of 7a1ues¢' .
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statemsnt of equilidriwa relatipna. . Within the model of propor-

- : . _ 1B
tlonal ecoumuistion, the 1nitlative sxn come Trom either depertment.

Within reality, ns'ani.points-hht ropeatedly, thers be no such
‘prapbﬁiaml. a;:cun.iuln’.tiari.' Luxrmburg's strongest c-bjeatiou to Ha.rx L
sahumﬂ. uf agcumeiation 1a thnt, in 111uatrnt1ng aquilib:‘im relntiom
‘betweon thﬂ__twu dnpartmants, it vomesale the _“immn‘o ucmtradiqtinn_
het?ﬁan fhn unlimitad.éupanit? fur axpﬂnaiaﬁ of the produntlvs forces,
and the-limited orpacity for axpnnaion of suninl eonsumptiun undor

15
cnpitnlist_ relations of distribubion.” The argument now shiftne

from the question of proportionality to that of effectivae demand.

In Luxemburg's vlow, oelthar department hap any Ancentive to womum-

lats, proportiomlly or otherwise, if there is po sffective demaud

How wiere doos thls sonstuntly ilnoreseing demand scoms from,
whioh i3 the basls lor the progressive expenslon of produp
tlon iz the Marriap tﬂhﬂhﬁ?

Firat uf all, this mueh fis nlear: it ia impoasible thet
1t eomes from the odplialists themselwas, that is, from their
peracnal ocounsumptions On the contrary, accumulation son-
slste prenlesly in the fact that they do not themselves 4nnaums
a part =- and a growlng part, st lewst sbaclubely ~= of the
surplus value, bub sreats with this pert the goods which are
used by others. The persocme] sonsumption 6f the capitaliste
cartaloly lnoresases with eooumuletion) 1t oan awven lnsreazs
in the valve convumed. However, only & pert of the surplua
velus iz used for the consumptlon of the caplteliste. The
"basle of acoumalation Lo precisely the nou-sonmimphion of

o

e

15. As & question of exposition it doss not matter whioh Qepurimsnd
apoumalatvas Firet. Howewer, in glving the loltisting rele to
Department I, ¥arx expresaes hia thsoretical poaition, whioh he
shares with the cleesionl sconomists, that production determines
vonsumption. Luxemburg, on tha othar hend, in asserfing that the
peals of wooumeletlon dspeals on Department 11 (ibid., 102-8) takew
the theorstioal position of uuhjastim Talus thaor:,r thet uonuumptinn
deteminaa pmduutiﬂns _

-

* 18 Akkumulggion dan Knpitaln, 51%.
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surplus value by the ocapltaliets. For whom is produned,
then, thils other pert, the asowwleted vart of the surpliua
walue?  Aocordlos 5 the Marxisn soheme, the movement pro-
¢aods Irow Department I, from the produckion of mesnz of
produstien. Who meeds thesé incressed maana of produstiont
The sohema answers: Deperiment II nesds them in order to
prndusa more means of somsumptions  But who nesds these
inerssped meana of econgumption? - The sohems andwerss pre=
cigely Department 11, bagsnas it now amploye more wurkars.
Obvinualv, we turn in m uirnlo
Luxanburg now trias tn asunp# from thls tirela, tu find
aone graup whose demend fnrniahau g impetus tn axpandaﬁ rwprnduc-
tion. Flrst, thera are the wbrkora¢ Bubt this 11 no way oub,’
ninﬁu, "If the workers buy means of oensumption, they fﬂturn.tn
the capltaliat olags only the sum of mEes ruuuivﬁd by ther to the
18 .
mmpunt of the wariable oapitni." Fhen there are ths aapitnliata;
vho indeed do consume part of the surplus value, TFut the unconsumed
part of the surplus wlue otill pregent diffiounlties, since it ceinot
be used. to purchame nd&itional means of predection unlesa there 1s
an innraaaad damund far tha commn&itiaa srouted by those maany of
production. Tha uatural inoresss in the popula.tion I‘urniuhan Tty
Hulution, ainna capitaliut production is'nnt eotwernsd with th&
"needs” of the working ultns. but only with the dutarminnnts of - -
profit. One possibla TS of 6ECAPE sewms puanihla: aonzumsys
guch na_the olerey, lnndlords, civil aﬂrfgnta,.profasaionnl nurtara;

end sthera iho'tru nﬂithar oapitﬁliltn.ndr wnrkariu But thegs "third

N

'parsnns , who sonaume, but da not uranta, surplus tnlua, muat be

nuuutud g part uf the aapitalimﬁ u]aas¢

17. Ihid,, 104.

18. Inid,, 106. -

-
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Iuxamburg then poncludas that

Since by this mesne,wlthin eapitalist production, absolutely
no apparent buysrs can be found Por the commodlities in whieh
the acqumuleted part of Lhe surplue walue is ambudlad. thers
- remaing only one soluwbions “.E'oraign trede,t?

Thﬂ_ errors in thia a.nn.,grnis are astonishingl.y algm'pntaryo
In thea first plase, "Luxsemburg igﬁmmi pot only the cbvlous Fack that '.-
the reprodustion achems is a thsorstical model and not a pistburs of

reality, but also the faot that it is an ex post rather thsan & causal

model, and is thorsfors mot concerned with the "incentive® {proapec~ .

five demend) to socumulate. In the seoond piace, she falls to

reslize that asoumuletion itaelf oreates the damand for both meens
of ponsﬁmption and wenna of produgtion. Lu:_umbgrg*n arror nri_uia -

from her rajsotlon nf the “ﬁtheﬁtinhl_ exeroines with addition and

auhtmotian. s s+ s in order to conslder the concrets socie) condie
20
tigna of acoumuletion.®

The sgullibrium conditions faor _&xpu.nl:lad_rﬁprnduﬁtinn?fur-

_ . 21
nish the solution o the problem of the realizeticn of aurplus walua.

19, Jbid., 1CH. Luxetbure examines Marx's efferts to asolve her
wpuriSit problem, which ie now confused with the problem of the
source of the momey for the reslization of surplus value.  She

wsports thet Volums IT of Capital lsawes the problem unzolved, &

fect whioh she attributes to the incomplate stabe of Murx’s work.
{Ibid-, 15?-14{!.}

2!). Ibid., 0

. 21+ These sre the eguilibrium sowiltions for both simple reproductiecn

tad nxpamia& roproduction as presanted b:,r Sweezy {op. oit., 162-4}.

In Binrp,lo Ruproﬂuatiom ' . o - ) 2
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Tyt Luzemburz®s imorre«ﬁt a.alimrpt* one with regerd L‘u the conditions

of accumzlatlon, har nﬁglent of the fach that aacumﬂl&tion preciuuly
rsquire= increments of variahla onpital aud cnnatant uapital. whioh

directly c,ons'bituha tha dema.nd f‘cr producera’ goods and cousumra‘

goodse, and thua the maRLY for tha yeallzstion of aurplus Tnlun,‘

Papertmant 11

{Mﬁana-nf'ﬂauaumptionj

‘Thla meansa thats

] 01-4_-‘!1 ‘\"!'1

a

2 272

+¥,+n

1

1

Ll A o T 8

T g, ¥a

2

4+n

1 2772

Coh Tyt By % W,

_Ench of theose equations 1a reduced to the fizmal condltion of
equilibrium botwaen the two dupartmmntt:

DE"T + 3

In expanded reprnductiﬁn surplus value is pe lenger sensumed in

entirety by the eapltalist eless, but ie divided inbe (1} s

capltalists' consumption, egqual to thet of the previous perloed;
the. increment in omplislists’

. Department 1¢

Department IIi 4

.[E} *ad
incremant ia warisble smpitel; tud_{&] 5,
capital;

Thie is expreossed as follows:
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. drive her to a apurious sclution of an imaginary diFfioulty.

¥ spite of the repeated demonstrations ﬁf:the lopical
arrors in Luxemburg s ﬁttamptaﬂ'déﬁonsﬁratiﬂn of the nﬂoeas#r& in-
_.adeqﬁacy of the home ﬁarkst,.tﬁé_thﬁory'pf unﬁ%rupﬁéﬁmpfiaﬁ ;t#ll
.f‘lcurisheu.. . Morae regent fnrmﬁ.lq;tiunu of .-tha theory '_ara n?.lagad;lj;
hazsd om the ant;gcudstiu‘ralatiuna of distributionlin:aﬁpitalint.' '
soolety, whioh make 1t lmpossible for the working olass to realizs

‘more than a daolining fractlou of its prodiots. Bubt 1lks their

predessasors, thaee thgnriai,urﬁ, in fact, ma:eiy thoorlss of a:loglenlly

wodemonstrated tendenoy to disproportiomality betwesn the produstion
o . 23
of producers’ gooda and ths production of eonsumsra® goods.

"Undereonasmptlon” turne cut Yo be overprodustion of consumerg!

gocds and woderpreduction of producers? 'guads.'

The muat recent formulatlon of the theory of unﬂurnonuﬁmp- :

‘tiun, by Swoszy, e_althoﬁgh fros from the lu'p_:iv-al srrors nf Rosn Luz=-

for -other rensouy '
smburg, ila/ng less unconvinoing. Iuasmitch es this formulation s

&8+ This same lmagivaty diffiouity ia reproduced, in part, by Frite
Sternberg {Der Imperialiszwns, 10L-3). In contraat to Luxemburg,
who lnsists that 81l sorplus velue to be aocumiletsd is wnrealizabla
-« wlthin tha capitallst sQonomy, Steruberg fiads only the aurplus
velue of Department II to be unréslizable, «ad the surplue produch
Shus o ocnuist khuw of sonsumere? good#a . Ee baase his argument,
as at times doss Luxemburg, on the faet that'the organle composition
of ¢apitsal must bs greater in Department. I than in Departsent 11,
Thias may be so in reality, because of the dif forent technical re-
guiremsnts of the two kinds of produoticns  But thie is irrelevant
‘%o the qusstion of eguililrium rolations between the. two dopariments,

23. Fabelie Moaskowsks, Zur Kritlk Moderner Kelsenthesrle (Prag,
1835) snd Leen Sarbrs, Faquings d'une Theoris Marxlate des Crigag

Feriediques (Faris, 1937).
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which is n development of the Lanin-Bukharin thaary of undar—

-:st:n:umrmptiu:m.l prauenta thé sbronreat sases for the theory, it ls
worih nxamiﬂiug In some debail.

| The initial sssumptions are thet acoumilatlon rlasa as
M pruporLiun nf sufpius value, apd that iufaatmnnt in conat#uﬁ.eﬁpi—
tal riaew &8 & proporbion af agewrealations From tﬁesc aasumptiouu}l
whiieh are themsgelwes busie to Marx's aunlyais; it is arguqd.that

gitns the lncrenetit of capitallista' ecnsumption is &
diminigking proportion ef tobtal surplus wvalua, snd eipos
the incremect of wagea is & diminishlug proportion of
totel asscumulation, it follows thet the rete of growth
of eonsumptipn (i. a., the ratie of lueremant of oon=-
aumption to total comsumption) declines relutlve to the
rata of growth of meens of productlon {i. e., the ratie
of investmant to tote)l means of producktisn). In other
worda, the ratioﬂgf the rate of growth of oonsutption
to the rata of grewth of meang of produstlon declinea.
This iz & result which Tlows lapierlly from the charac-
teristic pattern of pltelists' behavior,

it we now chanee our anple of vislon and logk wpon
produotion ag & wvatursl teshnionl process of cresating use-
mlue, wo sep that a definite relsilon must oxlst bebwasn
the mags of means of producticn {asmuming, it will be
remanmbered, that they ars fully utilized) snd the outpub
of consumption goods. KEorsover, & defindte relation must
gimilarly exiet between changes in the stock of meang ef
production {investment} and changes in the oubput of com- .
sumptlon goods. Thess ralabtloms are ulbiwmbaly determinad
by the technlesl charactevlstios of productiocn, and sooord—
ingly cen wary with the progressive development of metheda
of produstion., Such svidance ma we have, hewever, shrengly
suggeshs 8 remarkably high degree of stalility for a2 res-
sorably well=daveloped eapitalist economy. In other words,
it appears that over long paricds & given peroentmge in-
gresge 1o the stock of means of produchlon will pensrdly
be ascormanied Wy approximately the aame percentage in-
oreazse la aubpit.

- 24, Swessy, op. olt., 181-182.
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.From_thiﬂ ﬂoﬁtradictinu helween the dealinigg ritio of
the rate éf growth of comsumption to thé rate of grﬁnﬁh af means

of groduct;nn; atd the stable ratlo of the rate of gfuﬁth in th; _
output of consumption roods to thé.;até.bf growth of manps.of.
p}nductinn, Snt;t& finds that "there is aﬁ inhérsnf ﬁunﬂanﬁy for N
thﬂ growth 1n ncnsumptinn tao fall behind ths growth in the putput |
of oo nsamption gocdu. “ . ) |
wﬁnt 'm.uamt.nuoaét in this snelysin ia, of course,

thn nssumpt1nn of & secesserily flred rolation betwwen either the

stocka of rates of -grm-rth of means na" prbductiuu wul the mesng of

aauaumption{- Ve do not assume thet 1n realit >y any rate of grﬂﬁth :
“of meang of prodm:tinn is ampatibla with o _Eii rete of growth of
msang of preduction. Eut we do queation ﬂwnany's arputent that the
historically stable mtio betwoen these two rates of growth proves
a tan&anuy tg undarsonsumpticn. Whatever the hlstorleal ﬂxparicuua
may have been, thia Tixad rnlntiun nesd not exist in pruct-ioe, mash
lass ig thﬂary. snaery 8 opmtradiction ia & eontradietion betwean
X thaaratiuul ausumption, whioh £z bhaale tu Harxxan thaory, and an
historioal fect, which in nots . But to pruve that this r:a:mtra.dia-
bilon, amd, thﬂrﬁforu, thnt & tendeooy to unﬁamonsumptiou musi; exist,
ona wﬁuld hnva to damnnatrata # loglosl ccntradictian ketwean Lwo

equally welid thsuretical ausumptiann. '

264 Ibide, 183
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B: The Tltimata Exhaus ion of the Hun-cauitalist Ma ket

The thaury that the gepitelist ecomomy ls dgpenﬂunt o1
the vorld ma'r‘;:af. nnd.will S0m3 'da':,r bau;paa with the axhauatiuﬁ'
af thnt markat, ia fuunﬂ in mamy Marxlau unﬁertnnsumption. ar
ovurpruductiuu, thunrius- Aa sarly ss 1833, Eautaky writes, in the

1.

'Erfurt Prugram off the Geman 3ocial Demooratic Party, hhat while

: tha aapitallat economy axunnds by virtus of the axpaﬂding msrkat,-

14 1ikewlse dips its own greve by crnating.cnmpatiturs put of

the sounbtries whlch constitute 1tse market s
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In short, the moment 13 drawing near when the markets
of the world ¢an mo longer be extended and will hegin
to sontract. Dub thie would mesn the bavkruptey of the
whole ospitallst ocless.

For some time past the extension of the warked has
1ot kept pace with the requirsmwnts of capltalist produc-
" tilon. The lsther is consaguently mora and wore hampearad

“and finds 1% innraaaingly diffioult to develop. fully the’
productive powers that 1% poszesasas The inberwvalaz of
proaperity becoms aver shorter; the length of the criuan

orar longors

In this formaletion, the world market ansiabm the accuﬁn-
lntion of capijni-. So fnr s sverpraductinn rasba: nnly on ths planﬂ
lagsneag of the'uagitaliut aaonﬂmg,aﬂ rather then on the inability
o that ﬂonnoﬁg té realize surplhn value at homs (luxemburg's argu-
ment}, thﬂ forelgn merket la nnt ‘al abaglute naonsuity; . .

By cuutrnst, 1n subgequent formulations of the theary of
undarcunsum?tiun. or ovurprnductinu {inelwding that of Kautsky hiusalf
io 1902, whinh enfisagﬁu the futura of anpitaiiam ag one of dhrodre
depraasiqn]fakha noun-gapitalist markéet deee appear ‘a8 an wbapluts
necesaitys This veraion of tha.theu;y, wir ol allegzadly axyiaius
both the intermal davninpmgnt @f tha capitaliﬁt economy and the dprlws
to 1mpariuliam,'iﬂ lttrihutud tn'Hnna Luxamhurg, hut.nutunlly Appﬁarax
firat im Harxint iiterature in an artiulu by Gunﬂr in 1898, Ear;
Cunow writes that the ténﬂuuuy to hraakdawﬂ, &uﬁ g iusuffioiani dnw

mand at hom». ig gnly temporarily arrasted by the possibility of

oxploiting foreizn marketas He comeludes that:

27. Earl Ksutslky, The Flaau Struggle (Erfurt Program) (Chicago, 1910),.
B4~5, This trausiation is based on the 8th German editlon (190?]
of Dua Erfurter Prngramm, 1593,

_.23. Ibidt, ?1‘2.

29. Kautlky, my i gantheorien, ™ Dis Neue Zeit, Jhrg. x%, Bd. 1I {1901 z]
155-143, . : . . . .
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e » » oin the Futurs the aexpenalcn of tha induetrial, and
gtill mors of the capital, marksisz cen be pushed no further
than in the last ten years. The tampnrary eharsatsr of
the presant acgncmio sltuatlon. « o «mlrsady spponrs
ﬂﬁdﬂnta L B ’ h

The: nnly quaatiuu 13 _

' huw-long the aapitalint form of prﬁduatinn chi atill
maintaln 1iself in & single ccuntry snd under what
condltlions itas brsakdown will taku plaaa.al

In Lanmhurg -3 fprmmlntinﬂi tha unnruapgtﬁlist wa rket
spoeara te inve much more loglosl ﬂaqusnity._ For if aﬁcumulat{nn
per as is theoratinally impnasible in a puraly oapitalint. olosad
00 LOmY, the ngnﬂnnpitaliut markat magt he the explnnatiou of the
higtorioal facts. _

' Turniug from theory to h&stnry} Luxenmbury shows thai
“histﬂrlually cepltallsm comos into the world and iz daraluped in.a
mon~oapitalist eccinl miligu. ¥ The aon-oapitalist milisu iu
not nﬁiy % market, but a2 sonree of raw materiils and lebor power
and # fiﬂld_for.fha inr;stﬁant of.surplu: capltal. The oapltellst
sonnsny is therefere in cunataut ntruggla with the pra-eepitalist,

n&tural sloncmy, MWioaa rosouroas form the baszis nf ompitalist wo=

¢umu1ntionm

3. Hénrleh Cunow, fFup Zusammepbruchatheoriss,? Ule Neua Zsit,
Jarg. AIVII, B, I (189B-0), 426.

81, Ibtd., 427,

32. Luxsuburg {ops . uit., 559] devotes a large parh of her work to Lhe
guestion of “primitlive ascumulation" -- the plundering of natural
resourcas, and sxpropriation of the agricultural pepulation {ibid.,
49%-94, 329-391). The nsed cf extra vesobureces, howsvsr, ie in full
contradiotion %o the allegxd surplus of commodities, zs in the
allegod shortags of labor power io soobradintion o tha axigtense

of the resarve aimy.

j‘:. . . . . L ': LT, .
SN s e e e R R




e i i g o s

A e b b

RESE TR -._...._-.._L:_,__-_'\',;-:-_rJ T ettt
i

A

R N N R
H

4.
A
VTN i
i
L
S .
T
i
1
g o.3E
it
B
E Py
4o,
HR
. £
- % S ".;
I 5
g .
i i
f i
B
K
- mm.-—v*qw.&' o

o gt T AR A WIS LA 0 1 o i 0 DAl O et

- SN

Frewm historieal dsvelspment, it is clear, ecsording to

. Luxemburg, that the theoreiicsl wesumpticn of the gepmeral and ex~

clustve ruls cf the capitaliat form of production is incorract.

_ Wé go9e » » oThab capita‘ism 1n its full bloow, in
gvery congldsration, iz oconnacted with the existence of
monwcapltelist strata and ageletles. This reletion i
not exhausted by the questlon of markets for theé surplus Y
producte + o« Thé process of the secumulation of
oapital is bound to the mou-eepitslist form of production
in ell of ite ¥elos and msterinl conasidsrsticnsi constant
‘papital wariebls capital mnd merplus weluer « « + »  The
woounulatien of eapitel, far from belig repressntablas

“under the assumption of the axeluslva and absolets rule of
the sapitnlizt form of production, ia rathar unthiuvkable
io sny ruquut withouk tha nnnuap1talist milieu-53

Tho nﬂn*leitaliut millew is 50 sgeential to the life of
a oapitellst socmomy, thet the lmpeplslizh #ﬁruggln ovor marTieta .

mpd mourcas of raw Hatarisls 1u.innxitnﬁlu. Then &g the non-

ocrpitalist milisu bacomse axhausted, it bacomea iﬁpnnaihla Teor the

oapitélist world to maintaln itself. Esonomlc sbaguation and
elass struggle muat eventually ebolish the capiteliet eystom.
Luxﬁﬁhﬁrg dageriben the fufura a3 followss

_ The more ¥iolently nepital, throagh wilitary methods
‘in %he cubter world, end also &t homa, cleans out non-
vapitalist elemenis and depresass the liviaz conditlons of
2ll working pecple, the more doma the day-by-dey hisbory of
cesltal secamulsatlon on the world stage bedoma transformed
inke 8 conkimigus cheln of political mnd scolal eatastrophas
and sonmlsicur which, topether with pericdis economic
-orbasbrophea ra the form of orlees, will meke lupossitvls the
poublnuation of eccuweleticon and will make uecassary tha re-
ballion of tho interuational working olses against the
damivation of capital evén before the latter sngghew itaalf
‘agalnet ite awn seif~oroatad aaaunmiu barriera.

5%, Tbid., 337.

34. Inid,, 446, Quobed by Swaezy, ops olbi, 205=6.
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The lﬂfical errors of Luxewbutp's theory ol the non=
capltnlist milleu ars as glaring a3 the ETTDrﬂ im her thaory of' the
impoﬂsibilit}* of rﬂalizinn surplus value wi'i;hin thﬂ capitalist

cnuntry, 1ha fcrmer thaory. foreed upos her by the lntter, 1s ia -

flat cuntradictian to ons of Marx's basio rnnsumptianﬂ that" thu

.uyutam is & ¢loasd soonomy. Marx! a pure’ uapitalist.uaunumy ia

situsted ﬁithin the ervironmsnt of the world hnrknt, but- 1% ia

. analyzsd in abutrautinn from Ats forelgn trada.

Byt eveu Wmore sﬂriuus are Luxemburg L] aasum‘p‘bionﬂ with

regard to fareigu trada- Contrary to these gssum;tiuns, (1} the

“treds of capitaliat nnuntriea 1s prinaipally with other cnpitnlint

aountries which can nffnrd ta Luy capitalist onmmnditiea, rather

than with the beskwsrd, non-ugpitnliat sountries; {2} with the L=

duatrialization of heckward ccuntries, the eitqrnal werknt ia uidnnﬁd
rathar than nnrruwud; {3} 1t is impozalble ta nell to nnnyaapitalist
countries, in nrdor to rapliss aurplus wmiug, without at tha aame

tima Duying from.thum- I thers ia no demand for the surplus produﬁt
at home, surely thers is no demend for the uommnditigs recsived in. '
exghangs. If Lﬁxamhurg'wnuld draw frnm her premiasas all the nﬂqea;nrf
aonnluuinnn, she would be foreod to comeluds that necumu’atian. und |
therﬁforu the ocepitalist syatem 15801, iu nmpnsaibla, with or withaﬁt
fnraign-trado- | .

The propouents of the theory of undcrnansumptian'uffnr

whet they regard &5 good svldencs, baken dirantiy:frnm Marx's
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writings, that unﬂsrncusumptiun.is!.;n faoct, his axplnhntion of

arisee and breskdown. .Ome of the favorite paaéngag ig the fol-

lowlap t

The candltinns of difant axplnitatinn wnd thcsa of the
realization of surplus value are pot idertical. They
ers asparated logically sa wall sz by time and plece.
The firat ers only limited by the produntive power of
gsunlaty, the 1ast by the proportiomal reletlons of the
yarious }nes of production end by the consuming power
of aociety. This leat nsmed pewsr ia not detarmined
either by the shaoclute produstive puwer nor by the
sbsolute conmsuming power, bubd by the consuming power
tased on antagonistiec conditlons of distributien, whiok
redusss the sonsumption of the groat mass of the populm=-
tion %o m wariable minimum wlthin mwore or lese narrow
llmite. The coneuming power is Furthermore iestrloted
ty the tendency to mccumulste, the gread for an srpan-
alon of ospltal %nd pruduntiun of surpluu valus on an
enlargad uqala.

Anothsr piega of ovidence is Marx's etetoment that

Tha laat cause of all real crimes alwys remming the
poverty and restricted consumption of the masses as com-
perad bo the tendenoy of caplhelist production Lo develop
the productiva torsss in such a way that only the abaolute
power gg gonswmption of the sutire aociety would be thair
limit.

Neither of these passages, if acrrectly interpreted, of=

fers nny avidanaa of & thaury of undarconuumption in Hnrx. ~ The

diatinctiun batwaan tho areation aizd raalizntion of surplu& valuu,

Cbeth in logie and in timﬂ and plane; is the distinntinn betyean

- produstion aud niruulatiun. which offers caly the Eosaihilitz of

Criged. Furthor, it ix trua thnt the ovnauming pnwﬂr of enpitalist _
anci&ty is limitad by the antapgonistio qonﬂitiﬂnu of distributiun, o

e far aa fhg operation of the law of mlue limits-the working class .

564 Capital, 111, 286, : ' . -

36, Ivid,, 111, 566G
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| incoma to +he walus of lebor BoOWar, nﬁi by the tendeney Lo wooamelate,
su_fnr'n; part of tha d&pltalisfsf iﬂenﬁa_must ba acéumﬁl&tad rﬁthar
-thnﬁ .c,..:.nsumad. Hut this doss not mwen that at any given m of
_ praductiau the total purshaslng power 1is inﬂdequmta to ahsurh the
total eupply nf cnmmndities. Rother daus the ancuMulatinu pracasa
cansbnntly increase purchasing puhﬂr and tha total Toluma of ¢annumpa
ticne .

The "last caums” of.all réal erisaa iy ind;&d rﬂstrictad-
'_nonaumptiun Y] cumpnrad -with tha taﬂdanuy tu sbsolute ﬂﬂralupmnnt

of the preductive ﬁnrsaa.. Thia means that the "causa®™ of the

éyols and ultizate brewkdomn 1a the cperation of the law of vslue

itself, which at the eame time both inereesss preductivity and.

L da

}mitas produstion. Undsroousurption existe only with raference

ko the poseibilitles of capitalist production, which oan never b

ey

_realized, bsaswag the cepitalist system, by its lnosssant driye for

SR e L

profits, tends to desbroy the wery basis of ibs profitabilliy. Only

as identified with the inheremt limits to production, impoaaﬁlby Hhe

e D i D i bt

ks e HA

low of vnlua, ean undarncnsumptiun ba ragardsd as the last oausge uf

[4Y

R

criets. The “laut ssuse® is thus ‘the rsry natura of the capitalist

gystem iteelf. DBub a ﬁhacry'of-eyulea and breakdemn must demon-

P DRERCIRENE TR i 2
Lr]

strats specifically how thig last osuss oporates.
' The errors of the underconsuuptioniste arise from despar .
sourqes than merely logieal errors in handling reprodustien sohomnste.

Yhat i Teally involved la & lack of ﬂam§réhnﬁsien of the method

e B, S LS T, T T

and content of Marx's analysis of capitelisw. For ¥arx, the
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ogsentizl contradictiun of capitnliamu and the zource of iis bresk-

dowi, ‘arises within tha aphara af Erodactinn. For Luxemhurg, #lthough not fnr
more awble

thefundereensumptinniats, the contrndintiﬁn of cnpltalism prises’

.withia the apha1a of cireuletion. Tharefura, tha thaory of undur_

-
aausumption ls 1nunnaistanﬁ in appaaling to Mnnx 5 “1aat ORLES,

sinns the-thﬂury is mainly nnncerned with the problem of realizlng
aurpluu Talue slrendy produced-

Merals anelysis standa in coobrest both fo subjeotlve
walus tﬁanry and the "vulgar cconcmy" of his owa day, which degls
with the ompitelizt economy onlf in tarﬁ: of the surfaca of the
scanomy, with murﬁe# phenomena. For Marz, oiroulstion ie not the

shasting point of analysis, although s nececsery part of the apalysis.

The metamorphosls of money smpital, Ce¥-G, fuplies the metamorphoais

of monay capital, M-C-M, and thus the possibility of criese. But

+the easentisl ountradiatiaﬁs of the economy which prﬁﬂuaea synien

nnﬂ braakduwn nrles withiu produsticmie

The Marxlst uudaruousumptinniuts, liks the petty bcurganin
oritics of aspitalism {Pruﬂdhon, Yablen, and Keynssl) go one wtep
deeper than the markat enelysts siuvoe their argument damii-ngt so ixuch
with oireulation, kﬂixpxxmxriigiaith incoms diatributian. .Impliuit
within thair theory la acceplance of the unpitalist ayetem, Far
like the petty bourgeois critice of unpiﬁ;lism thay reach the con- |

oluaidn that all would be well, if oaly imcome distributlon could be

altared. Marx refutes this nonalusian-in hia ariticiam of John Stusrt

Hill nnd others, " who oconcelys thu bourgeois form of produstlon &a

abaclute,. but the bourgecis furm of diutributien %8 historianllf
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3

relative, and thus transitery. The form of distributisn in only
. o : =7
the form of pradustlon sub alia specle."”

'Mari specifically answors the erpument that sndercgnaump-

_tinﬁka:ﬂ.arisea result from low wﬁgéu.by puiﬁtiug:out that

EN

1f one wers Lo mbtemph to.olothe thias tawtplogy Z?hat-

- erisea sra onused by the acareity of sclvent censumers ,
with e profeurder justifisation by seylnog that the
working olags receiva too amall a portion of their own
product, and the evll would be remedled by giving then
a )erger share of it, or raising thelr wnges, w» ghonld
reply that crises are procissly always preceded Ty »
pericd in whish wages rlase generally and the working
clasa aotually get a larger share of the atual prodast
inteuded for oonsumpblsm. From the point of view of
sdrcontes of "eimple{!) common sense, such &£ perled
should rether remove & orisls. It geema, then, that.
copitallat production compriess gertain conditions
whigh ara independent of good ¢r bad will end peruwit
the worklng olass to enjoy thet relative prosperity
nnly'mnmﬁntnrilysaauﬂ ut that ealwnyas sz & harblngar of-

W

* -a--m-mi- e é_-&-mm-:‘-_' i L A S s N 8 B it i vz S R et il e,

M5 T o it 47y i Rt RV

: a coming erisls.
3 -
3 : . :
: 7 From this passege and its sppended footnots, "Advoostes of the
: % theory of ariais of Rodhertus are reguested to make a note of thin."
[ it \_-q . .o .
I

Tt is alear that Marx sxpressly rajsots the theory of urdsreonsumption.

Sk

G .4 . :

.l ﬁ In basing their theory of erises and brockdown on market
?. %' phersusne, the uudardonsumptigﬁiata BTo powuriéns'tn uxﬁinin the

{ 5 fundementul dynnmiqu of unpituliit ‘devslopment, Aocording to the
I £ : _ :
L - theory of updorsonsumption, there should be ghronlu owerproductien,
E__ ?_ rathey thﬁn_pﬁriodia orlgme. EBut the ﬁﬁdérnonuumptlcnistu navsr
4l & : N .

i, % fully dévelop #ho logisal comsequenses of thely theorys If they

PRI A ;

jrodt 1 . _ .

P %' - would do en, they would be forsed lnbo n theory sither of

§e - -

i N $7. Theorien Hber den Mehrwert, III, 93s

% : i 38, Capitai, 1I, 476.

é'”‘ & 39, Ibid., 1I, 476 nete.
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diaproportionality, or of falling profits. 1t is te the f;rﬁﬁ
&ltarnatiwa axplanatlun that we must Tow turne

Iil. The Thaury af Disprnpnrtiohﬂlity

Gns anawer to the thegry of unﬂarounaumption 13 uhat il.
known in Ma:zian_¢rit ipiam &8 the theory of diﬂprﬂpﬂrtiﬂrﬂlit?d
In the dahgtq hetween the undarocnsumptionlsis and thﬂ diaprﬁpq;-'
tieﬁalityfthsorists the issues 1n the old dsbate on Say's Law re-

appear lu Marxian terminologys The only difference is ¥hat im

tha classionl debste the proponsuta of Sey's Law sdwit the posal-

bilit} of disproportloms, or partisl gluts, but deny that thoss
diapropnrtioua proﬂuna arless, while in the Mhrxian dabate, the
propononte of Say's Law ageert that E__E_disprnportinns £An GALsS
oriaes. _ .

In.gnﬂmer o the assertino that inuuffioi;nt damand 14
the expianutiaﬁ of crinp& 1o the Marxian systew, the thaurists.of
ﬂispropnrtion@lity polut to Harx'a uwn_raprﬂduotion gohsmata,
whare, giVHn an ernaal turnpwer of capital, nansuméticn’aquala prndué—
tion. demend eguels supplya Disequilibrium saours ohly with die~

: 49
propartlonulity betweean the autputn of tha twn departmﬂnts-

40. In reality, overprodustlon within Departmenmt I i much lewsa
liksly to oreats dizturbance than overpreductlon within Department
1I. Thls is bssauss n surplus product of mesns of production,
while & disburbance of technice) eguilibrium in producktion, nwad

" not disturt the weloe squilibriom of the wa rket, inzsofar x= The

realizatlon of Flxed sapitel, whiloh e prodused in Departmsnt I,
1p expasted to requirs more time than that of consumsrs’® goods.
Adaptation of Department II te Department I, oir the sxpansion of
the consuwsrs’ geods induskrles, whioh uee & larger prﬂportion

of living laber, is musch essier than adaptation of Department I
to Departwent II;__ If the owerprodustlon cocure lm Dopartument II,

R ST AT T ",:'f.”.:*,..‘"i‘ﬂ R T
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' Grerpfuductinn'in ane depaftménﬁ méans'undarprnduntion in the other.

Commpdities may go upsold, or may be aold mt prices balow their

1&1ueu,.hut this.is uﬁly 2 resﬁlt of the'faulty allnnatiﬁu nf.

redouress with respact ta the ralativu damnnda fﬂr weane of produu-

‘tlon and mesus af ncnjumptinn. In Ingio, if not 1n pr&aticn. thﬁra

18 parfect eaquilibrium i fhﬁ.ﬂxch&ngﬂ botwoen the two depaptmenta,
Moreovar, gines commoditisas ars. snld at their walues, this aggre~

gative equilibriun implies that esoh pmdﬁclﬁg unit within each

.depnrtmﬂnt iz sinmilerly in oquilibrium-

On tha abstract 1av51 of epslysia to I.rhicsh tha raproducw-
tion schemata enrruspnnﬂ, unlinited mcoumulation 1z perfestly
possible.  Any diabturbanes or limit to the mocumulation process
oan be deduced oaly Irom the naaumptiﬁn,'mhiuh'iu not yet inmeluded

in ths spalysis, that the rate of acoumulation 1s a functieon of the

_ rate of mase of profits, or from the faot that diuproporﬁiana are

ichersnt in the plnnlhs! nature of the capitaliﬁt 80005y 4

With snderconsurption raduced %o & npaoial kind of dig-
?rﬂpﬂrtiﬂnaiity. that betwsen the tw dapartmﬂnta. 211 realization
erlees tura ocut to bﬂ the preauli of diaprupurtionuta prgduation..

The ease of diaprﬂportiuﬂnlity ‘tetwaen the tws dspartments, in which

tha technioal disequilibrium in prn&untion loads it .aibely to
falling prices and & valne dlpeguilibriuw on the markel. This

means thet, "overproducstion in IT. + + & avuld nok ba com@ﬂnsated

in amy other way than by s great oragh.™ (Capital, II, 608.) - N
The toghplasl differsnces betwsen Dapartment- 1 wnd Daparl:ment II

thus form the beais for Marx's formel pressntation of the secumu-
latlen proonsa in whioh Department IT adepts its aooumulntion to

that of Department 1. :

-

4%ﬂ%JﬁiEHﬁﬁéEEﬂ&mﬂ3¥ﬁbﬁﬁﬂﬁ&&hﬁmﬁ&uﬁdﬁkﬂﬁﬁﬁﬂw;mia&%w
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" thare ls ovwerproduction of donsumars" gouds, end underpreduction

?;ﬁ _ E; ' aof producsrat goods, diffara frnm tha cﬁ;é.uf dispraﬁuftipnnlity
el .;5' . . :among iﬁdivﬁdugl indastries, in.ﬁh;t the former digprapurtiéﬂalityi -
1 g xiz - 1a mllegedly due to uhaugaslin inéqma distriﬁﬁLiaﬁ; to which'tﬂa
'¥}ﬂ E  structure uf p};ductinn doas not qbrr;sﬁond,_wﬁilﬁ tha latter dig
Ry .ﬁ - propu}tionality ig aimply dus to the fgnaruhy bf capiteliet produo= -
bk %’ - ticu", cor individual prudua%ion for an unknnﬁn warket. In elther
E-aom : tf- : case the strusturs of eupply dées ndt.cﬁrraspnpﬂ to tha struﬁture
FRFS ;-__ of demend. ._ o
ok o Iz the Marxist discuzaions of the problem of dispropor-
- tianality.ﬁttention wat originally conlsred on tﬁa guastion of rdla-
aadr ' proportionality betwaen the two ﬁépaﬁrﬁmiﬁs; later extended to ine
i?nzyq ?:. ' cludé the question of disprdportiéuality_amcug different lndustries
. mon 'i . . 1rraspéutivﬁ of their dspartmenta. The nuuhluniﬂﬁ:;f the diﬂ;.‘
;;3 =k ? proportiun&iity fheory 1g that crises soour only becauss of the
g e ' %. ‘planlessnesg of the eocnomy. Sut within the syatém ltzell, there
;wﬁﬁ;t : % Wre no 1nhardnt_1imits to the_auoumulatinn Process. |
? % The theory is most iwlly dewveloped in thm.uvrka of the
}n T % Fusslan sgonemd st, Tugﬁn-ﬂﬁr&ndnﬁky-él_ Rejeoting the thénry éf
i . % 41 Michael_Tugnn«Baraho#aky,_Thuﬁrntiauhe Orundlagen dea ﬂhrxismus .
e %_ {Lq;pzig._lgﬂﬁ}; Studica sur Tgapria und Geschiohte fler Hedelekrissn
; - in Ensland (Jens, TOGL]; Les Grises industrielles en Angletorre
' i {Faris, 1913)., The /lwsb. two Dooks are based on the origimal 1894

r
H
i
i
|
1

R

" Buseinn editlons The French sditien ipcludes sdditional wetarial, -
apd & more presias formuletion of Tugen-Baranowsky's omn theory of -

e ' i' ' busineas cyclens . _ - N
RS Tugsn-Earenowsiy's contribation to Marxlst oriticlam ia pard
et q - . af ths extended debmto between the Rugsibn Barodniki (Bepullets)

&0 thu_“Legal Marxista® {with whem Tugau-Baranowsky oan be grouped,

¥
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: 3 the falling rate of proflt, and the theory of under¢onsumptlon,

LN} lngisnlly untewabla, Tugan-Earanowsky fiﬂds diapraportionality

to bu the only axplanatlun of crizes.

! although he pever olaimed to be & Marxist) at the end of the i9th
em 4  ommburys ¥While ln Germany the ventrel guestlon in Marxlst dig-
N i cuaslon e, "Cen capitellan survivat", iv Ruesis the centrel
gasstion was, "Can cepitallsm dsvelop?™ - The Narodaniki held an
undersensumptloniat pesition and argued that easitalist dewslopment
mee impegsibtle in wiww of the 1imited home warkst and the diffioulty
% of obtalning foreign markats. The lagal larxlsts, who based their
N : arpumentd on Marx's reproductlon achemata, held that cepitalist
g © deve lopnent would 1tssll create 1ts own internal market. This

 lettor viow emerpged victorious from the debate.  Hosa Luxembirg

gires o long end excellant account of thia debate, an of parollel

G . 5 o debates of Sey acd Ricarde verasus Malthue and Sismnndi, and of
' i Rodbertus werasus Klrohwen. {Die Albummlstion des Kepitals, 142=
.- T 238.) : '
Y A ., i .

424 Tug&n—E&rnnnwzky rejuecta ths thaory of the falling rato of
i profit booauze ho relests the labor theory of walue, {Hnndelaw
R o krizen, 208-216.) Ilis own valos theory les extremely o onfueada
: x: _ It is o fuvion of the parginel utdlity thecry of wmolue with the
s - relative lebor theory of walus of Plesrdo, a5 dlstlnet from the
: ' 3 Bhsoiute iapor toeory of veive of Marxs {(Theoretische Grupdiagen,
ol 5 155-9.) AL ths samd Tios, he dewlops the bheory of absolute
Al 1eboy caste Labor is the only abtzolute eost in that mnen ars the
Ca subjset of the esconocy, and jsbor 1r the sole scalsl oosk. F:_I__'Eg_iﬂ,,
b 163-7.) With this distinction betwsen voest apd walus, he la able
to sagart that meterial meang of croduction ersste walue, elthough
: they do mot coosbtitwbe a eocinl cests  This confualon of walue with
. 1 uge walua eppears 1n the followlng pessazs: "The moens of produg-
' ; tion play the sams rola es workers inm the process of preduotion, aa
b in the Perwetion of the averspe readte of profit. ¥achlnes ara
e B aguiwelent to workers under modern economic scndltlovs; they erests
v . uae veluss wa do the workera and affect the rats of profit to the
S - B game extent." (Hardelskrlsen, 225.)
R = Io bls emelysis of the Marxian accunulation schems, Tugpsi
! 3 dedunes a riging, rether than a felling, rate of preofit. {Ibid.,
216; Grundlagau.lﬂﬁ.} Thin deduetlon fellows only from the assump-
S : & tion thet the inorarss in the rate of surplus walue, which rlass
MR ?_ " wdth inoreralnz produstivity, 1s greetesr than the lnoreags of tha
£ ‘ovpanic compositlon of ocapltal. Howsver, sinee Tugan's enalysls 4
. is baged on u premiass {that sonstant capitel also oreatss value)
forelgn to the Marxian system, his ccoclusion hee ne walldlty fgr
that system. :

e e e i e e e R b b b i, |kl e T R S T L L .o
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 duced from the outside. Crisss are precissly dus Yo the fact
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Tugan attnﬁkn the theary nf undﬂrdonsumption in both 1tn
olaasion] gnﬂ Egrxiqn forma.f But ‘while ha refutas the theor? thnt Lo
orizes era dﬁﬁés&:bywundprﬁunsumption, he dnea not apcept_thﬂ )

Piorrdian alternative, thet rrises are imposaible, sxeapt ag in-

"that the systen does not automatically edapt zo as to eliminate

diéprupurtianality. Crises ara:far Tugan whet they are for Marz ==
tha foreib;a raaturatiﬁn of agullibriom.  But Tugap; unlike Marx; |
canfuﬁes ﬁha form of the ofisis; the separation nf'p;rﬁhnsé'and gala,
and ;hu funetion of money &8 meand of paymsnt ﬁith the ceugs of the
nrisin-4§ .He.Eﬂyﬂ_speuifiﬂaliy-that criaes ure &u& to the

separation of purchase wod ealws, to the faot that within a money

.ﬂoonomy, unliku [} bnrter eaﬂndmy, the interruption of anmmndity

d4
circulation mey mesn gensral overprodustion.

Tupan arguas that in simpls commodity productlon; whore

production is for leomediate cnnnuﬁpticn, gauﬂral'ﬁvnrpruduufion is

peagible.  But in capitallast prﬂ&uution, sppeciunlly beowuse of the-

cradit systam,rﬁnara productien 1s for the merkab, poneral owerproduwo-
tipn beqone e DecASEATY . But the neceszity aArless only because of

the planlses nature of the gconoiy, whick mekss 1% difflicalt for

43. Tugan's own theory of buainesa cyelee makiss thiz seme confueion.
To this onse the seperation 1z in the purchase snd sale of fixed
capitals In slmplest tarms, the oyole is dus to the paricdle

“transformebion of Qantﬁnuouﬁlg socumulated loameble funds inte fixed

capitals The orisis cecurs when the axhaustion of monsy eapitsl
Impoase & redustlon of demand for I'ixed cepital, and therefere for
all other commadities,. The orisiz is bthue cheracterized, but ueb
osusad, by general cvcrpraﬂurtion. {Les Crises industriallea,

25675

44, Bavdelakriren, 12.
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newly invasted capitnl to find A markot for its prnductse The

difficulty is nﬂt oausad by 1nsu’ficienh aunsum&ru' demmnd, but

. sinply by the faek that the structura of aupply is nﬂt adjusted

ta the strusturs of demnnd. Tugnn affiyrms, tharefurﬂ, thet
1r soﬂial produntiﬂn were organized acnording %o A plnn,
if the direntors of productiom hed perfect knowledpe of
dema.mi and tha powsr freely to tranafer lebor and srpital
. from ome branch of produckion fo another, however low.
'wsoeial consumpbion might be, the ‘supply of sommodities
eould not mrpase the demand. .

Hnder conditions of prupar allucation of rasgurses, ao-
cumilation proceeds without 1nterruption. This ?euult followa
f£rom the Marxian reproductlon achema, which, says Tupan, rofutes .
the theory axpreseed by Marx in the third volums of Cepital, and
8lac by neo-Marxists, that theve Ll & Hecosanry limit to tha sg~

sumilstion prosesa. Ia fact, Tugan aays, the ozly iimlt to ec=

pumiletion is the productlve power of sovlety, ‘mpnd this is itself

. 46 :
gonardly withgut 1imit, Barardisas of the riss in the urganic

somposltion of capital or the dlsplacsment of labor, rogardlese of
the fact thet the number of workers and the wolume of nonsumﬁtihn
nay dealine nbsoluﬁaly, given preportionsl produstinn, sacuwaletion

has no limits. The logical conclusion of the argument ls as

followss

Ir all workers exceph one disappaar ‘and are replacyd by
meohines, then this one single worker will plece the
whole apnormoua Maes of mnchinﬂr?'in.mntion end with its
easlstance preduce new maghines -~ and the sonsumpilen
goods of the papiteliste. The worcing olags will die=
appears whioh will not In the least disturb the galf=-
erpansion prncanu of gapitels The cap‘tnliata will

45, Tbid., 33, -

46. Ibid., 31, 195.
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‘rebsfve np smeller mass of censumpbion zoods, the ewbire

preduct of ons year will %te realized amd utilized by the
production and sonyumption of the eapitalists in the
follewiog yeer. DBven if the capitelists desirs to limit

. thelr own eonsumption, wo difficulty ls presented; in this

gese the production of sapitalists' conaunptlon goods

parklally ceases, and en even larger pert of .the soeisl -

product econsists of means of production, which serve thu
purpoges of further expanding productlon. For example,

iron and epal are preduced which sarve alwmys to expand the
productisn of iron end eccal. The expended prodectlon of
iren sand soal of esch succeading year uses up the Inereased -

_masa of products turned out in the preesding year, until
© the supply of necesesry minerals ls exhaustad.

This may ell sdund very utranga, yas, perhavg 1ila the
graateat nonsense. Farhaps -- truth is corbaialy not al-
waya an easy thing to undersband; pevarthelesa it remuins
truthse  Aa truth naburally I <o net mean the wholly arbi=

_trary and unres)l assumpbtion thet the replacswmsht of mamual

labor by michinery leada to an absolute diminution in the
aumber of workera {this hypothesis hes only serwsd to show
thet my theory, even if driven to the limit of unreallty,
does not bresk down)}, but rather the thagis that, given

a proporticnel distridution of social productlon, no declline
in social sonsumptlon 16 oepable of producing & auperflunus
produnt.

In epitiodsing thig extreme counclusion of the theory of

disproportionslity, snd the corcllary of that theary, that without
.diapruﬁortinuu=tha”ajstuh-preua&ﬂs indefinttely end withoub arless,
thaps nrs thres lssuse which should te kept disbinots (1) the eg-

- sumptions of the theorys {2) the logie of the argument; (3) the

Aimplications of the theorys Muchk of the confusion and inconslatency
in the myguments for and aezinst Lhe thanfy arize frea a fallure Lo

differentinte nmnnt.thaae fasuan.

The immpdinte reaponss to Tupan's theory was oue of coa=

plote hostility. - Both orthodex and revisionist Marxlsts denounosd

47, Grandlagen, 230-31. Quobed by Sweezy. gp. oit., 168-9.
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the theory as a fautastlo fiighﬁ from reslity, o deui;l of tha'iny
diaputabla fact that, in Karx's words, "Consumption furnishes tbe
Llmpul ge for pludustion ag well ae 1ts nbject, which playu in produu—
tiun the part of its pulding alm.” *E Tha easantial ¢riticiam wo.g
of only ons of Tugtn x azsumptions, that ies thﬁ Tagyumlng awny of
the material ponditions of lifa, tha petural bnnis of the BCOBOEY 4
Eii séound agsumptlon, that the rn%a of profit does not rell, but,
in_fnut, fiug; in the sccumilation process, was ponorally neglected.

There ﬁn; 11ttla or no aritioism of the logie of the srgu=
menk, -ﬁnr coﬁld theru bo. Gravhed itk ns;um§£innu, the ﬂonﬁluainnu
of bha thanry follow with striek nauaasity. That the theory merely
couuludea what it has alroeedy aaaumod, pamaly, &n equnlity of supply
and damnni, wankena Lhe nrgumﬂnt but it dooan ndt alons nffur a bagia
for diapronf-

. The really imvalld assumphion 1a not that the.mare produg—
tion 6f preducersg’ grods may go on furafar undiaturted. The un=
reality of thet assumpilon robs the soneluslon éarijnd from it of any
-applibation to the resl world, but it ie & porfectly pesrmiassible am=-
aumption within the framevork of the simllarly unresl rﬂpruductinn
schemata. The easantiall; lavalld aasumption is that of the rising
rate of prufit, nhigh_ia in fundamental confliot with the Mhr;;nn
syaten within which Togsn attempts to reason, Only with this 1n¥nlid
aasumptiﬁn, is 1t pomeible to argue tﬁgt. givan_proportinuaiity, there

is naither orisia mor breskdomn. One of Tugan's reproduction models

48 Gritlque of Pplitical Foaromy, 278.
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AGEUmS & B nunatnut rate of surplus Taluﬂ sud & outebaab orgauia
49
sompoesition of owpital, from-which no uhangg_xn tha_rata of profit

would fblluw.-}.ﬂthsrs ﬁaaumg.ﬁo?h ) riﬁiﬂg arganie gompoultion and -

) . BO . -
& risinp rate of surplua velme; in this casze, if Marx's, rathar

than Tugsn's, asgumptions wlth regard to the ratQ of profit wara
ﬁuiﬁtainad;_raprnduétiuu would avuntually.ba limited Ty nn.insuf- '
ficiuncy of ‘gurplus ¥alus. Tﬁgnn‘a world of pru&uc&rs'-gﬂodu
nevar broaks domn only bacauan of the usgumpbticn that unnstant ea
wall ms vgrinhla aspital prndudus vlue, and tharﬂfqru, surplus
yalue. - |

Tha impliuatiun uf the thnory thetb thﬂra ia no endogencus
nnusﬂ of breakdown originelly es¢nped Tupents arltica. Aftur |
$ima, moat of then adapted the theory of diaprnpurtinnality. in one
Porm or axother. _ ﬂilferﬁipﬁ, Por sxample, on the one hand denounses
Tugnﬁ‘a "ednoss; nn.tﬁa other hand, eocepts the furidamental
ﬁropoaitibu th;t the only limlt to the accumulatlon process, and the
souree of oriuﬁs,.i& &ispropnrtinhal production. He finds th;t'in
vas Uity criaes arisza "only from unragulntaﬁ pruduntjnn,* ut that
if the correct proportions were mal ntained "prﬁduntiou oopuld ba ox~

. : Bl
tendad indefinitely without leading to-ovarpreducticn, . . . o

49, Handelakrissz, 21-~2.

‘B0« Grupdlagey, 224~6. - _ s o T : ;

6is Dos Fipanskeplital, 300 Hliferding's oonclusion sonflicts
with hls oyole thsory based on the falling rate of profit (dus to
riuinE ﬂageu} (ib*d.. 301), and with hla menostary theory of the
cycla {ihid., 263=383). His oonfusion 15 due to the fact that
he never ¥eeps clear the distinetion between tha theoretlonl omuee
of oyclee, nnd tha empirical faote of the rall Briais.
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Similarly, Otto Bawer come s %g_adnpﬁ the theory'ﬁf dls=

_prqpnrtioﬂaliﬁy._ Iu his formulaﬂiﬂn of tha thsofy, thh-prahlam s

oIS uf tha ralatinn between accunulatlon and tho iuuruasa 1n ther

'popuigticn. The nnly Iimit to acnumulﬂtion 115& in the &1nilablu

laboy faras. Disprnportionality Mmeane oYer nr undﬂraccumulatinn.
Tet thié disproportionality ig &utomatically nvaracme.as the acoumi-
lntian pracess adepls to the pupulatiun.

The perlodle tefura of prnsparity. eriais, anﬂ depression
i3 the empiriéal expression of the fact that the mechanlasm
of the capitelist ferm of preductlon spontruvesously checks
overaccumulation amd underaccumalatlon, that the acsumule-
tian of capital salways adapta to the inoreass of the

populatiunqa

This theary poappeare later in the work of atalia Huu:kowuka, in

the distinetlon botween "materiel® gnd "personnl“ faoktors of produc-
5% : . .

tions - g

Filpally Eautary, st one tims the offlclal spokesman for

_' the theory of widsrconsempiion, naéépta tha thaory nf'dinprppnr-

tionality. In his prefzoe to a 1926 edition of Volume II of Capitul,

he writes that in this volume Marx "shows that the most important

E2e "o Avkumuletion dms Kapitals, ™ Dle Nouwe Zeid, JThrps AXXI,

Bde T {1912-1013), 87l. Bauadr's inccnslstency 1a erldent frowm
the fant that in thils seme wrticle he aspeaks of oilges dus to
the felling rete of profit which 1tself arlses out of the lag.

of purchasing powar bahind the inoreass in ospitel. (Ibld., 831.)

" 5Bs Dis Hnrxiohﬁ Syatenm, 13945, Mhnzkuﬂnkt.nttamptu to recondile

here theory of "oversccumalatlon" wlth the theory of diasproportien-
alitys Shea givea four kinds of diaprﬁpcrtionality, of which the
firat ig the most importent, which lead to overassumulatlon and”
arises. These are disproportions betwesen {1) materiwxl snd personal

. factors of productions (2) the two departments of productiony (¥)

acounulation and conswmption) (4) the isvel of proflte and the -
leval of wmgos. {Ipid,, 136). ‘This fourfold olassifiestiocn of
cetses of erlesa Is hardly o theary of Misiness eyeles, Tt 18 sk

beat a descriptlon of the dlsproporblons which appear in the orisis,

198
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caﬁaa of .orises is to be found in the stagnation of the nirculatian-

process of sapital, in the coomelonal rupturs of the propurtional‘ty
: 54

nf production. A partiaular fnrm af disproportinuality to nhlsh

Kautsky pra?ioualy cal]n attantion in ‘that betwsen a;rlcultura arﬂ

: iudustry. The fnnt thnt tha iunraaae in ngriculturnl prndu¢tion

cannot kéap paca with thnt in induatriul productlen is eddusad to be
a pause of orisea- R |

The fuudumﬂntal 1rplication of the thaory of diaprepor-
tionaiiﬁy iu that the capltalist system as an economin prdnr,_dnau
not prcduun the uuﬂditinnu of 1ts own dowafalls” Crlaes may indeed
oaeur whan ihe sonditlona of aquilibrium are diuturhﬁd, but thﬁy are
repertodly overcome. while the theory of underconsvmpilon afflirms
a.teudency.tn braakdown, bul iu unebls o déﬁnnutrnta the nessssity:
of cyules, thé theory of diﬂﬁr_éporﬁinr;.lity affiyms the mecesaity
of orises, apmd thus of &yulag; tat 1 umeble Lo demoustrﬁte a beps
dency to broakdowds. | . : . s

anording to the theory of dispropurtiunality the: uys
15

ia, as In nltasinnl thaury; essantially admptivu. From.thil it

follnwz that.if tha system is to bs replaoed by ancthar econombo

crder, it must be for moral and politionl romsons. fhere are uo

G4+ Eautaky, Prefece to the Yolkesuapabe KnEital iI. {Eerlim,-
1928}, xxii, Quotsd by Henryk Groesman, Das Alkkupmlationg=and

© Iusemmenbruchspagets des kepitulischen Syatum:; 67 note.

" BB "Finunakxpitnl und Krinen,“ e Hhua Zeit, Jhrg. KKII, Bl 'y

(1919-11}, 83846, .

B&. Diuprqportionnlity theory ambndies thg ELE ) nontrndiatinn that;

' appesrs in the Ricardien system. 1t usuelly admits tha fallling -
rata of profit {with the exveptlon of the veralon of TugnnyHﬂfnﬂuwaky},

st tha seme Lime 1t affirms the possibility of unlimited asowmlation,
givein thae pouaihilibiaa Gl udaptuticn¢ If moything, qisardo in
o e pﬁanimintiﬁ than the - M&rxint rariuionlst;.
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“andogengue souress of breakdown. Tﬁgéfn-Bafanoirsky"t_ia_aa, 'in__f‘a_.at_,

ergus that the uaﬁi’t&liat pyztem mu_at be _mplh.&e.d bocgﬁ'ﬁ .‘_'i‘hﬂ
‘egonomle manhanisms confliot with ih; alleped moral iﬁéalh. T A
syatam which reduces nwﬁ, tha pzl;::pef and nf the .enanmﬁy. Inty maré"
.mns.ns of preductiun, la mnrall;r untenablu, &nd Tast be replacad
.b:.' a more jusk and retional ardar. o7

_ _ Hllfarding alao E.BE'EII"t-S that capituliam will nct- break
d_-.:mn eauurxniun.lly, buk .:lt '_m'lll be replaced by socielism onl}r
through the clsas strugpgle. Tha pr"ole{:arint will cnﬁ& to power all
the mora a&silj,r ag finence cs.pital thmugh ita cnmentra.tinn of
euunumin pamr within thu banl:ing eystam, paves the way fur nucinliat
organimt_iau. Thus he m*itau:

The socianliralng functlon of floanoe ceplial makes

the overthrow of capitelism very mush easler. . + »
The saizurea of &lx zreat PFarlin banks would todey mean
tha axproggiation of the wost lwmportant apheres of DBig
Toduatry. .

Kaubeky simi_lar-ly_den.iﬂa suy ecoromle ﬁcﬂasiﬁy af tha
breakdown of 'Eha_syatbm- - Karx's thenﬁr of b'raakﬁ_u'lm, he a.as_a.rts,
mu.ral'e.'mtrt onl_;l.r to Mapxls m time and pl;me,- ot hre no relevance -
' _ft;.r ma.i.uru oapitalilm.- '.'Tnsiay we can no Ibﬂger.aay that the ﬂap;i-
tellst form of pr:}ductinn. ._.through ilte own ﬂuommic development
proparan ita enda" i

The thaory ol disprupnr‘hionnliﬂr, and ita t.mrnl'lar-;.r, the

deninl of the sscncmle neseasity of breskdown, is, aa peinted put

§7. Grundiagen, 237-9.
£8. Hilf‘brding. DE! ﬂ'iti- 473

5%« CGroszman, GE; alt., 55=TT,
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by Grﬁssmau ina rutﬁlassly.lngical ecalyels of_thi# thaury{.a
cmplate a.bandonmeut of the maberlallst coneaphlon of histery,
batrayal of snientific aoc15115m.ﬁu_ With this theory Marxist
| rnrisicnism returna ta utapiﬂn ancialism. 'Suuigl change 1s 1o
lougsr e Punotion of economlc devalopment, but a produnt éifhar_;.
- of putohise, or of tha'nﬁélidati;n of reazon. Fowever, 4f the
éapitaliat systom ia viewed as a gelf-adapting ﬁyﬁtam gapablin of
indefinite ﬂxpapsiﬁn. and of furn%shing an ever-rising stendard
of living, there ia 1o réaaon wﬁy it should be raplagadc The
£all 1ngi¢ of revislonlst theory, which wus ﬁxprpsﬁad in politieal

aotion, if concenled in ssoncmic promouncemerts, lmplies the com=

plein aopeptanse of the capltalist myshens

3
-
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Wa heve now cumpiatad onr smlysia of two of the lesd-
ing inturprstatians of Harx's thﬁnr? ni aynlas end breakdewn sand
61
_ % Tound tham hoth tn e immdsguatea. Wercoriddgtes Ahess n tiuury
E' ﬁ
{5 . ﬁ GG. Erosnman. nE- ﬂit., BOuTT. .
! o]
1?5§H 2 8l, All Harxian theories of cyclee nndfhr hraakdont, exoupt tha
%I“ . E_ theory of falling profits, cen be classifled =ms theories of under="
g o T consunpblon or dlsproportisnalitys. And, as we have seen, all
- ﬁ thegries of undsroonsumpilen, where not bazed on a misooncepticn
i E ,% of the reproduction prosesa {as in the osse of Resa Luwenmburg) are,
iu“ﬂ 2 ulbimetely, theories of disproportlonallty.’ Ts have made na
§'“ B ﬁ attempt to aomlysze individual theorisa, unless, as in the saae of
i % Luxemburg and Pugsn~Baranowsky, they sre leadlog sxamples of their
i % type.  Bub Mirxlan lltersture wbounds in individusl varients-af
3. " 4 oycle and breaidown thecery, meny- of which give soveral "oaussa”
i -f of crises of breskdowm. Typleal of the most inadeguats typa of
i ; theory, thet whish loosely ssoribea breakdown to the anntrad:u—
%
E_Lﬂw- & tions of dapitelism" is the breekiown theery of Zucharln. He.
q 8 - spasks of the movement of vrofits ma the. chlel motor of the
: = . .o
. LB
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of iiaw of %ari'alaxplisit issﬂrtiﬂn that

thaorias from the point

eapitalist development procceda in ayelieal swings and rau o

svantually breek dewn. A thsafy which denies thls nisertion, or

sapnot deduce thesze tﬂndahcies,.ﬁay bs adegnate from ths polnt of

view af its ovm sssumpbions. Bﬁt it cannct clulm to be an, sda=
guate iuterpretution of Harx's theery 1f the results it obtaina

1

follow from ansumptionn-athaf than those of Marx.

The theory of underdonsumptlon la logically unsaiisfectory,

1
b

sither becmuss, in Rosa Iuxemburg's formulation, it ia based oh

i

misundurstaﬁﬂing of the reoproducilon prodess; or in the form of &

dlsproporticnallty theory, it attempts to prove underconsumptlon
T ' . : . i

S {\IMI:::'luLnn.pﬂﬂ'ﬂ-Fll-ﬂ-w;k = EmLh AT el Y LS e vl = Db L e A gl L7 e S

by & dlapropnrtlﬁu for whioh thers is pe theoretioel nnaoasity;
Further, without mamy more sasumptions than the théory includes,

1t 15 not able to explain syeléa.

cRpitellist sconomy. {4isholn) Bukharin, Dep Imperialisnus und die
Aekumulatlon des Kapitals, Vilau-Berlin, 1026, 12Z.} fut he doea
BoL oxpiin breacdomm [rom falling proflba. Instead, after a long
oritioisn of the logleel errovs of Roas Luxemburg {(a criticism not
withowt its own jopisal arrors}, he spesks of capitelist comtradio=
tionz, a8 follews: "The oapltalist scoromy is & "anity of epponli-
#iong's The prooess-of developuent of the eapitalist sconomy i

a procsss of sonstant revrodwetion of capitallist aortradictions.”
{Ibide, 120.) Bukherim then llets meny contradietlona ine lading
thoss betwesn production and aonsumption, and bebwéen different -
vranches of production, contradicticna which nre roprodugad amd
haizhtened by espitalist dsvslopmant. EBut be is unable ty furnlsh
a causal oxplanaticn of why, b eny Fiven polat,. these sontradio-
tlona ofn no longsr be overcoms. Ho lesa unsatiasfactory is
Bukharin's explanstion of the breskdewn of the cepltalist economy
—— the destruction of the sconomy through wer -= sen explanation
. ghioh 15 no theorstlerl demonstration of economlc necassliiy, bub

6 meroly s desoriptien of concrate eveuby in Aussis. (Die
feonomilk der Transformatlonsparicds, Hemburg, 1223, 184-137.

Cfa+ Grossmen, op= Ait., £5=E0. ) : )
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Thus strict disproportiouslity theory ls & logically un— .
gatisluctory intarpratnfinn of Merx lnsglfar s 1t is abls Lo demy
the éequlnr tendéngy t; hrénkﬁoﬁn only by neglsctlng the baple

| tenﬁunny whinh'falldﬁﬂ frum E&rx*u naaumptiana,jﬁhg falling-rato'

of profit. o - ' . ) ' .
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