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Chapter Seven

TUE GOMPLETT THEORY OF BREAXDOWN BASED ON FALLING PROFITS

In this chepter wo propogs o develop the acmplete theory . .

of breakdown; which of fers a single explamaticn of both ﬁuainéan

gyoles rpd ultimate breskdowa of the capitalist nyrtom. In Chapter B :

we sommarized Marx's dlscussion on erisisg, although the problem of
erizes is subsrdinate to the larger problem of cyeles, im order to

meke olear the distinctlon bebwsen the form of the erisis and the

‘veuiss of the oyele. Faving diasposed of tha probilsm of the ferm

of the criala, and of fastors whieh do not play % osusal role in
thu uynie, m theoo in Chapter & exzamined two of the lesding 1nﬁer-'
prﬂtations of Marx's theory of oyelsy and breakdom. Ws found

bsth the underosnsuwnptior and dlgpraporticnality theorlea to be

inedeguate, the former beoause it sannct explain cycles, the latisr

beaszae 1% oapnet explain the secular tendency to breakdown. In

this chapher ws attempt to prove thet onmly s theory of falling

profita asn explala beth uyuliéal ard seculae &e?nlupﬁﬂnt, end thua

farnish & complets thecry of braskdewn. As we have previcuﬂlyﬁ

indioated, the explazeiion must runm iuv Herus of the wass rather

than of the rate of proflt. CTyelloeel development cannot be YL

- plained by the Prlling rate of profit, without appsal to the TREud

zoncept of & Maormal™ minimun rats, Thia mininum kas 1ittls mesn-

ing becauas thore is avary_rﬂisou_tu axpact mocustation o pracesd

withost interruptlon, deapite the falliug'ratq.of proflt, sines
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.ﬂnpitaliﬁta prafor & low retes of profit to ncne at alls

The rata of eocumiletion {the % of surplus va]ue AOC A=
_1£ted] is net & f;nction of the rats uf prufit. if it wﬁra, tha
ratﬂ of accumulntinn would decreass thrnughnut anch upawing anl over

tima. whinh is unk thu gass aither in logio or in history. Tha

L mﬂﬂwunllﬂw#lﬂﬂlid-uMi&kiﬂ-‘hﬁxu‘?fﬂ&mitfﬁ.uﬂ“h#- -

rate ol ancumulation ia r&thar a funebion af the mass. of prafitu,

which ingreaseas nbsalptaly, nlthuugh it falla relntiraly4 ha

2;;15 Marx yolmts out, "Ghe river of capifal rolls on. + « or its ae-
;4,3_ cumilation does, vot in proportion to the lavel of the rate nf
TR profit, but in proportiocn to the impstus whioh iﬁ alraﬁﬂy hns-TI
P R : © " The rebe of. profit is an index of the maturation of the oupitallat

oconomy, &nd, therefors, of its hendeney to breakdowhs .In thin

gopneoctlon HMarx asye,

.E:.

The fall of iotsrest zrhra ainson, interes%, mesans the rale
of profit/ is therefore & symptom of the abolishing of
i sapital, only dnvofer ees it la u eymptom of its completlug
" £ . 1ty Jomlnetion, which meauwa 1% 1a complebing itz allsnetlion
2 and is thurefurﬂ driviag Yowards its dissclution.”

1
Fee

Boonuns the fell in the rate of profli ls ooly e symptam of sapitalist

re

0

™~
N

declins, the hrankduwn iteelf aan be thauretinally_dadppud-ﬂnly with

B i A T e

referonee to uovsmeuts in the mass of profite. The alemsuta of

-

" btheory of breekdows, baged on movements ip the masss of -profits,
ara 2ll nbntainad in.Earx'a w&fka. The theory hag basn rauunr
ltruntaﬁ ig large pnrt in Grossmants Dan ﬁkkumuluticnn-unﬂ

e e : T 3 o
T € Zusammaubruchagnaetz den Kapitaliachan Syutﬁms. In this chepber,

"
.
k3

B e i T I Y P

e % T, Capital, 1ii, £88.

2 “ﬁknﬂﬂmibﬂhﬁ*philﬂﬂophiﬁﬁhﬂ Hnnusxripte {1344},” Hnrx-Engcla JEE“W¢

Rusgaba, Erste Ahteilung, Bd, % {Borlin, 1932}, 137=8.

I. For CGrosmmen’e’ iscuaaion on the ralatiun babwean the rete wed the

e g e el < A "“*"’“".’?‘.‘-‘.r.!t.-r-. T S H T e N T P TR TR A Wrw—wwmrwm‘;wruw -""v\,f-_,—“a-c'r‘-?"ﬁ Wﬂw &l
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in'cami tc. dewlup the Grogsman a.rg_umﬁnt, and to oxbéod the '

thaorntical analysia into a more couplets thaary of tusiness cyclaa.

Here we reoall the warning of 'hhe wreskdown of the

caplhaliat &uonomy- It is not a physioal cnllepsu of the techoo-

logical beges of onpitnlist accinty, but an inability of thﬂ ag=
cwmilation process to reintain itself oo ita old hasia‘ The

demonstration of this lpebility can be wmade only withln a theorstical

model, whisgh ng;tta to the fundamﬂrtal tendsnolies of cepitellst

naTﬁlqpment' Theoretical Lnalysis, thFIEfﬂPB, muat, nunarding to
tﬁé mathod of sueadssim apprnximnt;on, atart on the abstract level
of generalizstion of the esssutial laws of ‘capitalist productiony
and aucopssively approsch the conarete phenomane of reelity.

- fha nncnuuary attgﬁg In the analysis are indicgted by
ths logleal relatlonu between'th@ seculur trond of capltallst
duvelnpmﬂnt end the ayclleal mn7annt$ ﬂhiﬁh traces out this trepd. -
Thg treng Le oowposad of the cvoles, yet the oyclical movsuweut oan
be deduged ohly Lrom ths dfnnmié tondengiag of uapitalist-évgluticu,
{1) thé breakdown tenéeudy which cheuku.ﬁha sacumilatlion prnéa;u
wad {2} thy cnuntertendenuiea which check the operation af the -
hrapkdewn teuﬂanny.

Given the nyﬂla*t;enﬁ raiatian,.wu mugt firut, on tha
kighest larel of'nbatraatiouf'ia n firet apprnximifiﬂni dsdqci thﬁ
tendency to breakdown. On the next level of abstragtion, ag w

geoond appruximnfiﬂn,-wﬂ.intraduue the countertendencias, vinl oh -

"

mags of profit; of. Des Akkunulationaﬂuﬂﬂ Zuunmmenhrunhagaaut: des
Ennitnliuckan Syatem_, 19&-198.

L |
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perlodioally cheek the breakdown tendeney, and produce the ayellcal
Form of economie de1ﬂ10pﬁaﬁh. Ou the lowest iﬂ?el uf a53£raﬂtion:
ed 8 third apprnximation, wa indloste Lha pattarn of ocyeclical
davglopmant. Here we iudionto, &s fkr as pussibla, Hhe concreta
bﬁbnrior of aocnomic guamtities, whioch give the uyule s pertienlor

ghapa, amplifuds,_duratinn, snd pericdlicitys Finally, we conoluds

that within the theoretloal ayastem, which by suqceguivﬁ.qpprﬂximabioﬁ
graduslly apprumuhea_réality, the capltalist sconcmy, through e |
gfawing lack of profitability, or tha exhaustion of the sounter=
tﬂgdﬂnﬂiﬂﬂ. must sventually broek duwn; ) ' . -
It muat Te r&mﬁmbarﬂﬁ.that no thaery of broakdewn oan
"orows™ thet tha_reai syatem muat reach 1£s end at'a given time,

according to a plven fonmula. ' Thesry 15 0ot e mirrer or e blua-

b

prin% or & propheey of raality, It is an Instrument to ald us
in uwnderstanding the fundamenkal teundsuoles which ars expressed
in reality. Go Par as the thwory of hreakdcwn 14 haased on ag=

ST

gunptione whilch cryat&liiza the essﬂvtlal relatlons of the runl

4§

gy shen, aan daduua Lhe funﬂamentnl dar&lopmﬂntnl tendenolon ef tha

gystem, and aceount for the ﬂaviaﬁions from these tendencles, 1t 1a

g ugeful spproximstion to the wal world.

1. The Ereekdown Tendency

: o A a RN - i ——— g 3 - H B poprra e R R N N B 2 et K TR ' |
T e Y T R K e P O s M T :

P AT

ihe ficst atep In tha theoratloal analysis la the

e pn!

demcnatbration of the inevitable tendency %o bresk down lupssed

a1} T by the mesessary limit to the woswmalation process. In Chapter 4,

B e

A

-;_hm_ b wo Ilndleeted the sucoasgive atepe in Marx's'irgummnt ty which thia

1%#*5':“'—--/1*-"-’-’--*:;"“ A g T T TR T R T TR R T e N T M T I TR T R PR M e R
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.'limi’n follows from the. theory .of valua. The argument cua be
- ammue.rimd B3 falluwa. #iwen the driwe Por profits and the B
supﬁrior productivity of a high Drgﬂ.ulu i..'i}mpﬂﬁition af unpitnl.
gc:u;qulation_ prauce:ia on tho besls of an ever rleing orpgarnde opm=
_‘pas’:.tinn of capital- ‘Bat since e.urpl.';.s velue is crea.ted thf
variable capital alens, the ineroazs ip the organic oompusition
of copital, unlens overcoupsusated by the risn in the rate of aur-
plus mlue, 1aadu to a falllaog rato of pmi‘it. On this level of
anstruotiou whera ua.pitaliat sonsumption BE & neves 2aTy dedwetion
I‘rm_n surplus velus Sz net oonaldered, the abaolute limit te the
nam;mulati.on process, or the point of absolute overproduction ol
gapital, ls the point st which the mess of profits erestad by sn
inorement of invg_atmeﬁt {the marginal rate of" prefit]' squﬁla EOrc.
Aa Mawre indioctes, thls poirt af nwrﬂncuﬁﬁlatiﬂn ig the limij:ing
page of capitq.iist produetion, the polnt at which, "the nﬁtiitionir;l
gapital for purpusges of cn;:ita'_!.ist. producklen would be agual to
Ea‘m. 4 Abaglube owarpredustion of .Ba.pi'tal exists when "nelther
the absolute laber time nor the rﬂlntiva aurplua 1a.bor-timn. ..
{a_] be extendard any f'urther. .o ."'5
When wa turn frn:rm thin thecrationlly 11miting case,
whlch masumes provieionally, nlthough 1t iy not sbeted exp_liuitl}r,
thet all surplus value laz regularly a;mnabla for.mnumulntior:;

{that ig, that the reto of agcunmuletion can ke 100%), to the mors

{"'1_"} it

"&v Capital, 111, 295.

5- Ibid-, III] 295-
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panlistie cago whera'ch;ﬂtalLst sonsuwmptlon sets a limlt to the rate

ol nnuumulatiuu, woe find theai a polint of ovaracrumﬁlatinn ie reached,

bafors Merx's provisiomal Limil. Th;s latter polnt iz rsached CY

for capitaliet cbnaﬁmption"

scon a8 that part of surplus wvalue wged
tecarss zéro, or A3 SO0 48 tha rata of accumaletion reachea lﬂﬂﬁ

Howawar, the rate af 1uareass in the mass of prafih, poed not te

gore At thls poinb.
' Hh can demonatrate the argament apd give it = gensral

algahrain expression only with raferaucﬁ to a theoretioml model

based on apechfloe assumptiona ag tothe mie of nocumulatiun,

the oreanic composition of aapitul, gnd the vats of surplus yaluo.

Givan tha absslute marnitade and nompnaiticn of tha initial capital,

the rate of surplus valus, snd the retes of incremms of both

pongtant Aarnd variahia sapital, the pumber of years bulore the poirk
of breskdom: is dstormined.
Groasman's mcowmulation model states the argumsnﬁ 8y

Az e firet npproximatiuﬁ, Fullowling Mews, it mekes the
_ 6 ' ' o o
following sssumpbiona

Followas

1. The mvstem ls & closed ecornomy.
2. Thers ara only two clasﬁeﬂ, uap1+nliata and workers.
3, All orpital ls industrinl uapital.
4. Priaes equal veluesa.
.ﬁ; Pricas un&_waﬁea rémain oodstanta
Ea Thﬁru aro two ﬁ?pﬁr@manta wﬁoae ancumulgtion is pro-=
~portional {or densnd equale BUpELy iﬁ sach dep}rtmﬂnt)q

7. The perlod of]turnoyer of all ﬂapitkl'ia R LT o

6. Crossman, ops eltes 79, 287, .

TS
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The ge néahﬁptiﬁng are extresely provisionals To Bgsune thné the
law of valus hnlds'ﬁitho&t deviatién {priu;s aqﬁal values)

asﬂumﬂa nlﬁo ‘Lhﬂ.t tha. arbs.nic compoait‘-iun of gcopital iz the aarrm
in bath departmanta, en assumpbion which nust later he drﬂppad-  .
Stmilarly, the elimiﬂation of oradit and the asshmption ihnt TAges
and prises vemaln epnstant arﬂ maraly a-msthadulogianL Plotlans
which must leter b drappeds Th#aa simple aseumptions are
necaasary to clafify the aasgntinl télntians, end to eliminets

the ngn~ceusal changes in the sconomic ;nriablaa. These chenges
 are importaut and mill be brought iﬁtu the analyuiﬁ at & lator

stage. At'tha outset, howevar, they masgt bte dlsregardsd ln order

to conoentrets on the essextial problem, the progregs of socumiaias=
T - "

Buuar s sohemd waa originally designad tu refute the

%__ ‘tion under equilibrium conditions. Thie procedure fcllows that
_'é of Marxz, who, a8 & Tirst appro;imatinn; eliminates'comPatitiwa '
_:E prios daviﬁticna in order to ﬂemmustrata Lhe unﬁvrlyiﬁg law of
';é reluoe |
; ; Growsmap'e argoment ia developsd within a rapru#uutiaﬁ
' ﬁﬁ_"_ 2 .thena st up by Utte Eauur.ﬂ ’

thﬁory;of undarounaumptiun- In aunswar to Rosa Luxsmbarg's uharga

that apuumulatipn 13 impnasibl& in & olosed ecopomy, Dauer ahawg

Te “Equilibr*um corditlons™ duss not hnva tka seme mennlng here gm .
in erthodex socnomic theery. It means only that prices agual
yolunae, and that darmnnﬂ and supply are aqual in sach depertment.

8. Dtte Buuer._“Dia Akkumulatiun der Kapita‘s," THea NHeus Zeit,

Jhrg. X0O(F, Bd. 1 [1‘312—13% B31-038, 962-87T4. We heve clready
rajected Hauer's argument {ibld., 8&8- 872) that a dispropertion

wtwsen the lnorecae 1n the populnt en snd the rate of anowmlablsn -
is tHo ouly ocauea of oriess.
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thnt aurplus value can be fully realinad at home, Es domand  1n=

sreassi with aupply, ﬂhnt he does ngt sﬂa,, howe vor, {nnﬂ

it cannot bha G601 from his achamn. whiloh 111ustratas the mcouma=

1ation process for 8 perled of cnly four years} g thet despite

the equality ﬂf.aupply and demand, the soownulation procesa is
everturlly liﬁited bﬁ RO inﬁdegu;uy af ;urplus valua. Gro asma
pres Sauar's azswptlon Yo disprove Bauer's thesls that unlimited
aceumilation 14 possible. . | .. ‘
The n?suﬁptfnﬂa of Grossman'a aﬁhnﬁn are as followss .
1. The tetal surplus Tnlﬁq is divided into § parts, n;, the

surplue velue aceuwmlpted as constamt oapitel, n'; the surplus

walue aucumul&tud ap vadeble ocapital, k, the surplus weluse consumed

. by the oapitalist clnsa.

2. The rage of surplue w¥alue remalnas annatap* ak lﬁDﬁ.
%, The constact sapital insresses a® the woarsl rete of 10%.
4. The worklng ﬁnpulatiuu, tha weriabls aapital; ami, thore-
fﬂra, the maaa'surpluu‘nluu,.inureﬁaa at the anmal rate of éﬂ;
From these asgunptloas, i follows thab e
1. Tha nrﬁanic unmpositiun'uf_uapitalfriaas.
' Eh#TEﬂ?rntﬁ af:sup&mﬂlatiq;:rises.
3, The pate of profit felle n. o
4« Tho mass of proflta incranaen at & ﬂeuraaaing rate,

5. anitaliat cunaumptinn, Bs & puraentaga of surplus 1a1ue,

falls.

€. Capitelist consanption, ﬂ; gn'ahiulute guentity, riges Ter

& time and then fnlls.:

I T T

T T R T O T e
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The vezr of the breakdown is the stage of - the acoum-

1§tiﬂn proeess &t which the rate of esecumulation is loofs  The

‘mags of 'p.r'o.fi.‘l:.s' is Jua‘i-‘.- adeguate So maintaln the exteting retes of

insresss of conatant and warieble capltal with no sarplus for

sapitalists’ consumptidn}g : ﬁiruu.tﬁé.absolute nepnltuds of fhg
inttial canital, and the naauﬁptinhﬁ of the schema, the amnuﬁt

of aurplus valua mvnikble'fer sapitalist consemption begius teo
decline in th§ 218t yorr. Im the 35th year, the consumstion fund
bagonhe 8 ;ﬁru; in the Eéth Fear, ncﬁ only 1a there no surplus value
availenble for oapitallet consumptien, but there is a dofiolt in the
Isurplus value required for acoumslstlen. Thus, by the 21a% ynaf;

with the dealipe in the capltalist congunpblon fund, further sccuma=-

latlen at the same rate has no purpose. By the 35th year, further

" mocunulation is impcsaﬁblan

-The assumptlons of thise mnﬁﬁl BTy of course, guite
arhit;nry.- Thﬁ ratog af lucresse ef_tﬁs cogtant and warieble
oapitel, and the rats af.aﬁrplus value, can ba wery diffeprant.

But given the ceonstaut rete of sarplus valua for any rete whose
Inaresss 1a lesa rapid tken the inareaaa of the organie cﬂ??ﬂsition
af Eapitnl}, CE! 1oug an &, 15 graeter than & s or &8 1ang us the

orgemie oomposition rises, daspite the faot that the maps of profit

risoes na the rate of profit fells, a shortage of purplus value

G, It ahould not bs pepessary to add that thie demonstrabtion
doss not lmply that in resllty the capltalist drive for profit
imposea suph reckless abgtimence. It doez imply, howsrery, that
the login of the proocess is such thet scoumulaticn, rather than
congumptlon ia the primary poal of the capitelist system.
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A avantually eppears. Gyossman pives several other models wlth

different azsunptlions Iin whieh the Eawe results folilow in ghorber

parinds. © Longer upewinzs are squally possible with Ay ffarent

11
assumptions.  "Mevertheless,™ says (rossmal,

5o long &8 meoumulation for the whole Boonuny praéeeds
fezter then the lnoresse in pepulatien -- and the
congtout progress ta an syer higher erpanic eerposition
of oanital ig 8 mecaasary prevoqiislite following from
tha ocapitalist system itself -- & polut must e rewched
in tha progress of ceplial asoumulobion, whers the
profitatility is insufllcioni, where eraraccurulation

must necessarlly teke piace.t”

The lmporsant point iz that the tsadency to brealidown

 ruarr A 2 AR R 2 A ] sk ity T

can be deduced from no othar_puatulate'than that of the fundementel -

:H. o b2

tendenoy of uapitﬁliﬂt dévelopment, the rlsing organie cotaprosition

é of oapitel. _

i Purthor, 7s ses that whilo tho theory of the falling
rate of proflt a3 hiarx lsaves it le not adequate to demonstrats

: tho neoesslty of Era&kﬁowﬂ; uarxis long analysis in the third

: .

volume of Cazital can be recomstricted as a theory of breawdow:
——eee

R

with the sid ol a theoogtlicel medal which revaeals the movemsnts in

-
i

oML '

the maes ¢f provit.  Agein w3 reoall the Luet that this iz not as
yet & complets theory of bresidovm, b merely demomstrates the

firgt peint in our anzlysls, The neceseary 1imits to the agsamalo-

tilon progesc.

1. Oz & lowar lewol of abstractlen we gholl se¢c that the rate of
surplus valus dpes not renelin apnskart, but rlres with the organle
getposition of enpital. Howswver, sz we have shown previgusely
(efs Chapte: 4, abowe) tho orgmulo compogitien of cspital temds to
rise Faster then the rete of surplus walua, go that the rate of
prafit end the rato of Incrazsa in the mass of proflt wmust falls

v
s T e T R R L

i
% =

i

11, Ibid., 216-226s
12, Ivid., 147.
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aﬂd tha srallar is {4}

tion cf vuriasle uapital,'is amblvalent.
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Tha duratlon of mocumulstion process, oOT thy pumber of

FEBTE hafars tho uﬁswiﬁg iy checxed by a orlsis; daﬁoﬁd an thea

asaumpticns with reaar& tos

{1} b, ihe rate of aeounaletion of conutant cupltal
{2} B s the rate of accumulatiuu of wariabla capital
{3} %, the organle oomposition of sapital

{4} E , the rato eof surplus velus.

Tha upewing 16 shorteved the groater are {1} aud (3),

The elfest of {2}, the rate of aeounmula-

It e is yalatively

cat beonuss nf s rapid growth la the worllng populatiun._with

LYY remainzng sonstent, the wpeswing is lengthenad. put 1T B

B

is rnla*ivﬁl; grest only bagause of higher wages, the upswing im

3 : e
shurtenqd tor the momept, we climimete thils sseond pﬂssibilit?e

Given there four ?Frlahlﬂﬁ, the length of the HFSWl“" ity detormined.
14

This can be glven gﬂﬂﬁt&l ma*hamatianl axpression as followds
1, dcgwned throwghout Fhab 3 = ¥
o, hugumed that the rata of insrease of ¢ 1g eonatant
'ﬂésumad that the rate of ineresga of ¥ 1s conghaat,
whish means ‘thab

S+ .,
& 7 ’1”' el add

15, Ibide, 220-2%21.

14. Tﬂ*a muthemetioal siatament EEATE A GETE wvrxah?e o than
that ziveo by Grnssman.[Tﬁiﬁ., 1H4m5}
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%, Thig immedletely pives o aid v a6 fuﬁutioﬁ-a

u='é.e)¢,' ' r=vue’¢

]

of t:

o, being tba luitial o (st ¢ = o)

v, teing the initial v {at & = o)

0 et Rt S B . e f o Rt 1 War s M oz e

4, Wo dedina tha orguﬁid semposition w =z %, Wi
o v |
a functlenm of &, smd
S A 4 '
' 4 dt MET - an¥

] il?_ = ._._d_ {E,) - - -
Z' at T odb v’ T 5 _ o
i z (Aol (A
_ . Hanca = '
: - { Xt '
¥ el w,,._,“ 4 whera h-'° * 52 43 the 1nltial
' o '
;
organie eompositlon.
: 6. We define Lhe yabte of aseuruistion 'd- g5 the fraekion ol the
: _surplus reinvested inte o amd W Becavse of tho aguamp-
, tiva (1.}, we have:
: g-vit® G o dv
5, Az de . dr
B A s
‘ &-‘r - M oereaw
| ke
| i
| oo AW e
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breskdown cen ba datermd

§. We dsfipe thn breekiswn T = the Hlme at which g~ = 1.

Thon _
P S T
Au o A s
— 3T '
R A Y
' Able
(A= T = log l.:.,é‘_‘
» PYron
T = 1 lug i3 I"E_ . ] i
a ':)" ‘Huﬂ ] o
1 = ¥
Pl g, (B2,
A Ao %
wnich gives T in torms of the initiel comditious: Ogr Tt
and tho sonstenbs B and M . T shows the inmtersstlog

fact *that T becomss infiplte, that iay there is zo breake

down, 1f A -hv = 0) mamely, if the rateg of incresss of
C and - ¥ are thoe deTse

while our modsl shows that the specific time of the
ped when the azpurptions ramin rixed,

there is & guestlon as to what hapoens il the anaumptlone are chenpad

within the medel, that 1s, if the rates af acvumatation ers cheanged

during thﬁ upawing? Cen the breskdown be posbponsd indeéfinlbely by

appropriate a.lterntinn of the rates cf acaumula.tian?

Ty bring the modsl inte slossr ap proxi matlon o reallty,

we mugh remewbar thab t":a eapitalist olasa doen noh passiwly

aw-mit thu vreakdown which follows 1ne:t:orn.‘b1:,r frem, the anumulatinn

n--rwr'w ;)ﬂrﬂq'wwmm&"m r'i"‘!""!k’.-'l"":"‘"!?'f'm ’W““’H T"?"‘JF-'-“ -- = 'ﬁ
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pfﬁaésu. It will he rerajl@ﬂ that the:o ars two oritl cal polnta
1o the scewnulstion prosess, the first, the poluk at whioh k}, the
_ Bapifaliétzccnsumptien sharﬁ. bogins ta dacline (the-let yenr in

uraﬂﬂmiﬂ s original mod&l} and tha sacond, tha point =t which ¥) is
reduced te zero [the Eﬁth year}. At aithar of thess puints, by

lowering the rats of accumulstion of eonztant c&pital,_anﬂ thus

slewing down the ireressgs in the organic sonposltica of empltal,

e e F b A e b i ] - v ,,..J:u.'.u‘-"a.. .

ant by imcresslng the rate of surplus value, the eccumnlation process
san be lengthepsd, mud the hra&kdawu postponed. 1f, for exatgle,

tha rete of innraaaa of the uonstaut canital ie 1uwarad whaneTer thﬂ

ttimeccie 4 s v e e

firat critinal pelnt is reachad, thnt ia, aach timn tha absﬁlute'

quanbity of su*plus o lus avuilabla for capltaliut consumpbion be-

g
1

!
{
4
1

4

rlns to desline, it appenrs as if breakdown wight be postponed

jpdafinitely. As ocur mathematiesl statement indicates, there is

no breskdewn =t &1l {T bocume& infinite) wheno &, T B

Such B sulutiﬂn 1g.imposs ple, howaver, for savarsl

ronsongs  1n the flrol place, although s fosrengs in the fempo

af acouauletlon may phatpena tha fell in.the ¥epart, it alsc lowers

the total guantlty of surplus veluo and the sbsolute quanllity of

thig keparb. Since thie la the enre, thers 3s little reseon to

axpéat cupitalists Lo diminish thelr rates of acoumnlation.

Sagondly, eod more important, a prugrass‘va daui*nu in the rats of

gqauﬂu1n+inu or & deolins in the. crgenlo composition of capital is

tha very rﬂvﬂrao of the narwmal tendenny of the capitaliat aynﬁam.

whers Ta fnll in the rate of prnfit, 1nd 3 hastening of accumulatlion
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¥
e
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H

é eres « » sonly Aifferant axpraseions of the sRmE Process an both of
o _ : 15 '
-; them indiomte tha davelopmeny of the produutivﬁ.pcwﬁr. Tha

3

% yery logic of the gystan wlich furcau cach iadividual caritalist ta
: % acuumnlate, auﬂ at. 2 pregrésaively hnghar orgﬂnic uempasltion of

; oapital, or perilah, laads to 3 progressivm incrsnse lﬁ the nrﬂanic
i

E _ aompnsitiun apd ir ths rata of ancumulatlcu of the total uapital

4

: wharsky the wnole class pariahen. Ihe vary lews of the eystam apur
i

.E on aver iore rapld acaum;]atlcn which aah end only tn breskdowns

R
”é Mhas the powsr of capital the no*scnif*nation of the gondltlone
i of sonlal produstion and aapitalism, grows ovor the hasds of the
,i: reil producerss . Capital ﬁhowa 1tgelf more and mors as a mceial
3 18

% powar, whoee ngant the capitaliat i8s o + o . -Tho ocopitallst

‘elass is therefore umble to prevant the self~dssiruction uf the

sgowmilation progoss.  Thua, tne pystem aanmobt alow down Lo tha

; o polnt et which &, » @&, oan net reverse ite tendency Lo an avar

higher praductise level. And besenae 3%t sannot algw down, 1t

mteh break downe The drive for profite, the %a;y motive of the

sosumletison process, defeate Itself an tha adpuﬁulatioﬁ Lrocass

narrgus the bezls of its prnfitaﬁilityu. In ¥arx'a worday

duatiys power developinmg under the
production relatively to population,

Lheugh net dn bha sawe proporiion,

Bubstance), Waloh grow
woutradiot the bakis,

The shupaadous prof
anpitallset node of
K = gnd to the increast,
2K of vapitel welves {not their material
i 3 much sors repidly than the populstian,
;- | whish, vomparsd Lo the expanding woalth, 45 @VOr DArTOWLIgs
.i . : and for which this immense prodictive pomwer worke, snd the
%1 . ' condltiona wider whish ggpitel augmerks lts walue. This

g3 the oaurs of sriees.

16. cagat§1, 111, 283,
16, Ibld, III, 310.

———

17, Ibid., I1I, 315.
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Hawing showa that thers ie a ayatamatic tardency to ever-

aseumtlatlon, we osu now return to e questicn that wes nacessarlly

left unsettled in Chapter Fuur. This is the prahlam of the razerva

arnﬁ;r. In our prenoua discusaim, wa ﬂhewaﬂ that in Marx ) argurmnt.

thes raserve QITY, OF guarplis population, tagether with surplus capin

tel, RpPEATS as A NEOBSERTY cnnsaquanua of the accumulatiun prucaaﬂ‘

e indiealad that tha reservs anny ls nob aimply tha reselt of dig=

St B M S A ST i S R B e B

placement of -werkers by mechinsey, & displegemsnt which can ceour in

in

sy type of egenmoiy, insluding seclallsm, and sns whieh ean be gom-

‘pangated by 2 hastensd tempo of sceumulation. The resorye arty is

a result of the spacifidally.aapitaliet auuumﬁlatinn procgss. 1k

1g a result of the rising crgenis composition of sapital, only

imsofar g the rhising orgenis compositlon reduces the rate ol lacrassa

ip the mes of surplués valve and thus impas&ﬂ s neadpsary Limdit to

the aseumulation processs Thus, the reserve army appears In thﬁ

model beceuse the ﬂurplua ?alue iz o longar

year of eriasen in cur

L]
b

adaagata ta aacumulate vallable cawital ah thﬂ o‘d rate. Tha

Fone e army is, theralore, & lozionl conssguencs. nf the hreaidown

teondenoys " We sea that Grogsuan’ s provigional agsumpticn of Pull

ampleyment end oonstast WRESS (equel tu the velue of labor poﬂﬂr}

is pevesBaly ap & firgt epproximation.. Sinee in the harxlnn ayehow

WoEEs NWOVE iurﬁréaly with the regerva ArTy, Whgd mevements can be

introdused only after the reserve Army has bsen deduoads in

reality, the ropervyy army i= ayallcpllv srested apd reebeorbedd

fut we camoob posbulate it ng & datum until we have deduced 1t from

the lople of tha anaumulatiun processs

um : o ¢ R b T T
! W‘wmmﬂwﬁ AU b e A e A

T B e sy o e WW-.'“WW“*WW"?-W?W&‘.
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ﬁ- T return to our maln argument, we ges that thus far

ki our provigional model Jemonstratos only that thers is inherent

:g 1imit to the secumulation procsass The mpdel pictures an upewing

4 : ' o : : -

E oharseterized by ccnstent wages amd prigos. If new w= drop 80me

% . of the provisiocnal aesumphbiong,. ﬁa find that the ﬁ$swing'deviataﬁ
from that of the schema, but is snavitebly oheoked by jpaufficient

E ] ¥ _ .

sarplug value.

First to be dropped lsg the asgunpiion of consbant pro-

ductivitys A rislog organice composition {nevitally produces an

dncreasing lewl of prhduativity (an. incressing quentity of use

valuos per unit of capltal), and e ennsaquent cheapenlng of moans

of production and aubsistence goodss

B s T e Sy R wgde

rn£ the asammption thal the rate of

Segondly, we mast a

Jnerzealng praductivity meana

j gurpius value remalas songtant.
1 :
% vhat +the rate af surplus welus risss as the fmll im the walue af
: labor powar reduces the guantity of necessary Iatov.
i Byt neliiber a sheapening of the etament of capital or &
i sige in the rabe of surplus mlué ¢an provent ths Drowkdo e
s Toth of thesa thinge imply a gepreciation of the sxlgbing
v pazital, and both of tihom g tupd in hend with e relative
E reduoklon of the varisbla ae qomparad to the sonstand
. oapitrl. Both things fmply a £811 in the rate of wroflt,
f and bath of them cheok 1.1
e . _ o _
;_ The rise in praduckivity does mot provent the breskdown, bub culy
é' Lestens the npaumhintion procanss
i - . :
Tha aacumwintion of cspitel, so Tar &3 itz yalue is apa-

serned, is checked ty the falllvg mta of profit, in order

TE TR T Fel.
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) ﬁ#:.‘-__‘:d.u._. . T -. DR . o .-.:' ) S D _. .
T T T T T e R e T M R nmwwmwmmwmwmmmm,, T AT T

H‘“‘ ARy el g mae

L g

W



T sl Lt s
L it e

218

'fi"
Y
L
--% to hasten still rore the acnumnla*ioﬁ of 1tz uge welue,
- omd this ip turn, sdds pew spoed to the peceunulation-of

i%H vtlua,lg

r"huil,r wills tha incrcass in pra&uctirihy lowara cosks,

(1nc1udin# wagos) and pricea, the ahsorption of the reasrvs nrm.:fg

.nn& the frlationa which davelop throughcut the upﬂﬁing, tond to

Losiease prioes ard Waged. In the first half of %he upswinge

»

pricaa and wages are helow, and In the ancond half, abave valuese

This EAmE raault fol;ows wuth ths introduetion of loan uapitnl, and

4

i i ks IR .Harll-ﬂ'-m:..)l\n...-'uﬁ_n-‘!n:ll-‘ﬂ-E-'n.i.'},Eﬁiﬁd\.;aiwﬁr}ﬂdﬁﬂd"ﬁ-&'-mh* o,
: il

tha rate of intaraut. The 1&ttar, }ike wages aod pricza, 1s belaw

the averape AT the first helf of the upawing, when losn capital ia

stmodant, and abore tha-avarago in the asgond half of the upawing

58 loan eapital beocmes scardga Desplta these wariations the

ppper 1imit to the tccumulatiou proeess impoéad hy the prelations

af the origina1 modal ramaina.
L3

s far, even with scme mﬂﬂiflﬂ&tlﬂn af our original

Easumgtions,'wn ﬁnva damonstratad ouly cone point in our theoretical

e

analysis} thut is, the nogessary limit of vhe gooumulabion procesds

Ourznxt tesk 12 to 5hww, on & lewer level of aﬂstractinn, why The

o ..;'-,z.-'.‘-l.-_ e

nﬂt axpraﬂs tpelf iu inmedinte collapes,

breslkdown tenﬂqnny doss

Ve L

bus 1s tericdisally checked by the egunteriteudanciﬁa to hreakdown,

which restars the basis of proflteblility, and plve to_aapitaliat

syolution its characteristically cyelical pattern.

11, The ¥olifyine Countertendencies and the Cyclaw

Az a goenrd spproximation to reallby, we now lntrodues

iho sountertenisnciss, Some of which were touehed upon ln our

S o Al Al e L g i TR At e . A

To. Tbide, 131, 293, : _ -
. " l

I S
.e--wm---:"gor-ﬁ""-“"" B
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brief dlacuasion on the deviations from the accumelation model.

These mre what Herx callas "counterspting influsmaes. s ewhioh
. Al - whioh

thwart snd suewl®  the affeoct of the brﬂak&ﬂwn bﬂnuﬂﬂﬁy;{n Marx's
is

Incomplete nnalysia;&danﬁifiad with tha fnlliﬁg ratﬂ of prufit+ In
his clagsioal ﬂuacriptinn.of the orisis, harz'deauribes tha aflfact

- af the ouaﬂﬁﬂracting asuEEs 15 limiting She depresgién and paving

tha way frr B naw upﬂwing.21 Haré.wa MMst.giVB the thsﬂretlcal
annlvsis of thesa couniertanﬂennias which ars ic affﬂatitulj dag-
erihad ty Marxes

| Gresumen ghves a detailed digensslon of nll the modifying
mnnﬁwﬁﬂn&dﬁﬂiaﬁnhiah-pr&rent the breskdown tendeusy from iaaﬁing I
tha gystem inte lmmediatbe sollnpae. The nst affeat ﬂf.thﬂsﬁ cﬁunturﬁ
tandeneles 1s te turn the ﬁgprassiﬁn into a pﬁfifying'procass, to
sroduge adlnwﬁr turping polrt and auhaequant.rsuovary. Wk all
Grassman's alleged countortendencies. are convinelng.  Soms of t;aae
tapdpndles goe mesrely possible medificotichs of the aasumptions of |
the originsl schamay but'ﬂp_nut pagoesarily cheok the bfaazdown 8-
ﬁenﬁy. But tha argumﬂnﬁ as hgaaﬁ on those tend;nciés which acﬁually
o work 18 opposition to the breskdewn tenderay is in ﬁ-aﬂf velid.
The sﬁpuriority of this analysis; ee & theory of businﬁaﬁ cycles, is
that 1t axulains 1] phases of ihe oycle by the sans phenomensi,

23
that of prolitabdlity.’

20. Ibid., TII, 2792-23%.
Elu .Eb_i..g‘" III' EQB*EEQ-

22, It 1a cbyious why ail interpretations of Mirxisu aycle theory .
sre forsed Lo explain the lewer turning peint by the restoratlon of

LSS . A '\T"\.q;-'ﬂ.ﬂ.'-,v -.a—.;d_—wu:_ﬂ_wn-_‘ﬂ.r Wm_::ml e M i "?m-"‘mw“ﬁ' e e e L e i N
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The warious countsrtendencles oan be dividsd lidhe two
:graupé- The tendemies in the firat group chosk the broeldown
tendengy by restoring profitabllity through the bome mﬁrﬁét, thoéa. .
of the second grnﬁp vy restoring profitability through the world
markets . o ' ) .
Tha iaading cuuptartandennies_tu breakdown are the fol-
lowingi. | | .
A éauntertenﬂiﬂs whioh restore profiti#ility through strus-
t;xral oﬁapg_ou within the homs esoncmmy ! -
. 1. Dﬂfreeiatian of the eleomant of beoth nnﬁutaﬁt gnﬂ
) 1nriﬁb1a capita;. ' | .
E.IInsroﬁuq in tﬁu rete of sufplun ¥a lua.
ds The f&ll iﬁ the mts of intersst.
4, Irsrense of lotersst-beering capital.
e Inorsaas of.pufulation.
B, Countertendencies which restere profitability through
the world market? |
1. f‘owign trada.
2. Cupital exportes
Thuna.cnuntar£andaﬁéiaa ars all long-iin tendsncles.
tut gs seculer Yandencisa, Yhey producu & cysliosl affent ao fér

a8 they are more s?foative ip the downswing than ilp the upswling.

At a later point in the analysie we muat show how theae

profitebillty. Certainly, the depresnioﬁ Qannot ba overcome by
+ha 251 of underosnsumpblon, or by better propor$ionslity, changas
whieh logioally should fellow from the theeory of underconyumphien

or of disproportionallty.
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coﬂﬁte:#anﬂsuniﬁs weakan over t;me.- fiore, hDW@?%F,_Our.tﬂﬁk ls te
demanstrite only how bhey opérnta to rastn;e prpfitability aftar

tha crisia,'ao that the downswing iahnnt eummlative inﬂefinitely; bt
45 instesd turned into a.ﬁaw up;wing.

.. A. Countertendénciss whioh restore prhfitﬂbility throurh

strustural. chanzes within the home economy

1, Davaluntion and Dﬂpreniatiun of the Element of Cenlbal
In gur praliminary snalysla of the mosumuletion proness,
we asenmed priees to be nnogtant for the methodelogleal remscn of

showing that the breakdown teadensy assorts ibeslf indapendently of

price movements. We then showsd that prios changes modity the

upswing model, but eAMOL prevent overacoumulation. Iz inbroducing
priéa chanrasg fnto ths dewnewlng we find that they play en lmportent
role in reqstahliehing tis profitability of the system.

Hare wm mast distinguish batwamn twn Forma of price nhangea.
dafresiitiqn end dev#luxticna The terms ers confusing, bubt by giving
them arﬁibfary definitiohs we cwn batler see the tﬁn forme of prioes
changer. By depreclation we mesn the lowering of the valus of
wawly pruduca&_acmmodftias ineident to increasing productiviiy. By
devalustion we meen the full 1l the pricss of existing cnmmaﬁitien
bolow their values insidsnt to felling demard.

Doring fhﬂ nooupulation process both the elements of

oapinl and fipished comwmodltiss are depreciated with the rige In

- productivity. This is a secular bondency inmsident to the »islny

organle vonposition of capitel. Turing the upewing they may he
cvarvelusd with rlsing demend, OF thié wae shell gpezk in more de-

tail iR our auniyais of the cyecle. During the downawing, ecapitel

-
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and oommpdities are both deopreciated and devalued. The elensnts of |

sapilel ars depreciated beosuze imcrensing productivity lewers the

va lue of subsistence mosds, amd therefore, of labor powsr, and of
mesny of‘ﬁﬁoduutiﬂn-' Bépracinticn ia'ﬁaﬁténe& aftﬂr:tha erisls
whan.fhﬁ com?atiti?# stfuggle aliminateé marginﬂi flroa, and
stimulates faticnaliintioﬁ and anW'comhinations“;

The olements of capltal are dovalued, that is thelr

-pripes Fall below their depreciabed walues, Lwmoeuze the sharp fell

in demend for bath existing phyeioal capital and laber power followlng
the #risig progses down thalr prica#; |

This dapreciation and devaluation of capltel, or the
lowering of costs, i; an importént ccuntertendmey to braskdown.
0f couras, deprecistion amd devaluation effeot finishad commedity
priqes ;a wll & aost prices.. Eér thu 1nﬂiviﬂun1 capitaliat,
et i importast ia specifieslly the relation of eost prices to the
prices of his finished cummﬂditiés, e rolstion which depends to e
large extont on nhat.happans to the demand for his product. hub
to the extent that the cnntinual'daprsuiation of dav&luati;n af

cnpitai dre wot Jmmedintely reflecied in lawer commodity priéas,.

individual short-=run gnins, aml the presgpect of these zains,

gradually lnersases ths abimzlua to Recumilate, mso +hat the dowm-
swing ia mot gqumulative indefinitely..

2. Inorease in the Rele of Surplus Valuwe

The inoremge in the rabe of surpius walue ie bub

ancther expresslon for the deprestatlcn aund devaluation of labor:

b T T
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pﬁwer. e axprﬂaﬁ these-nhangau in the apeeific terminclogy of the

rafe of surplus Telua, bﬂﬂ&ds& the effﬁct of the riss in the rabte af
gurplus walue on the rate of profit, thet of umn’cﬁrbalansing tha
sffech of the rise in the organic cempositlion of .cxpital 1s so

clear-gut.

Tﬁb¢rxtufof surplus #alua inzreasss both wi£h.ths rodug-
tign of that part of the working dey which. mist be devetsd to the
repr&ducﬁ'm of the velue of iabor power, and with the intensifica-
thon of labor which imraani"ﬂg productivity mekes pﬁssi’b_le. During

the Gownswlng. the rete of surplus valus iz further incressed as

£he insreage 17 the reserye army makes posaibls a depresalon of

wapges Delow ths walue of labor power.

3. Ths Fell in the Hate of Interest

(ERL = TH NN e T MR rr 1 Rl 2R T e 2 M P 1 AT 5 et L e 3 Lt e ol 2 s e

_ Hhiia the Tete of 1nta'ra.st plays mo much stretsgie
role iu Marxlan theory &s i% doss in postmclassical erthodex .
thaery, it mast be pdmitted luto the unelysis of the prosert lawe)
i . . u.f erpument. .

. Thé monwy rate of .iﬁtérest, &a-tarmil;ed by the demand spd

gupply of n;-una':,r onpital, is sn imporiant variable in debermining

tha prafitability of the s yste'u. " Yn the short run when the nmrng,e

? g ' . rata of profit is glven, the rats of interﬁst moves imreraeiy to

:” the ra.ta of lnduatrial prnfits; ip the long run its avarage level . is
E o daterﬁimd by average rats.of profit. The 1:m§ rﬁn tendenoy of the -
% rato of intereet fa thorefore to fell with the mveregs rate of

prnf‘it. ' Buriug the downa-wing thia fell 1la aasentuated ag thu rupply

R e L
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axcéeds.tha demand for loanable Funds. Inaofar as intersst 1s =

gosb, the fall in the rete of irtarest aids in the restoration

of profitabilitys

4. Inereass of . Iuierusi-Eearing Papital

The growth of 1nterest-haar1ng nnpitnl {Hnrx s
"gtoak empital") checks the fall in the rate of profits, so far as
boad interest, wileh iz below the average rate of profits, 1s not

inoluded 1n the ealeulatlon of the n%&ragn rates Thus the “la-

areage in thﬂ urganlc pomposition of the total capital, of which

the growth of transportsabtion and puulic utilities iz an impartant

'qausa, is not reflucfad in a proportiomats fall in the rate aof

profits.
In the lopg run, thias sbscluta prowsh of imbarseb-bearing

: '_-m.;:z'......'n....J\J-h-,eu-.-.'n?{ii-:-.I..-:uin’.in'iﬁ.';}ial#’-ﬁhé&mm:ﬁm:é&;ﬁmm;ﬁi;&;k

ﬁapitnl checkw the fall in th§ rate of profits, it hes no im-

A uel

medinte sffmab 1n r&stnring profit ability in the downgwing, exoept

to the extent thui the meintenance of lnvestment in inherest-bearing

o

capital ebsorbs some of the surplus capitnls

oy

%. Tnorssse. of Population

B T

The 1ncrease in population ie a sountertesndsncy o

breskdown, so far as it lengthesve the upswing, ani checks the

A rapid proewth of populas~

R

downewing of the macumulation process.

tion extends the 1imit to the productios of auprlus velus.  The

‘greater the rate of incrﬂasu in the populetlon, the greater can

be the rate of mcoumulatleon of wariebhle gepitel, spd tha tetal

Lo
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nﬁrplus valvs produsad., Thue, while at any given laval of prndﬁcn

tign, the scoummlaticn process- itssll produces & reserve aymy of

" gurplas populabion, Lhis level of production itself depends on the

growth of ths workinog popuiatiqn{

As a loung-run teadeney, a;{highzx;xxx¥ rals nf'pﬂgulgtién
growth ighibits the rise in the organie oomposltion of capital, anﬁ_
checka the £all 1n the rate of proflt. 1In the dowdewing, 1t swells

the reserve army end raless the rate of aurplus valua..

B. fountartwndencisa whieh restors profitability through the

mrld market

1., Foraign Trede

| Foreign trads ia a means by which the fall in the vate
of profit is checked, insofar as it (e) furnishes the e&lemerts of
aoﬁstant'cnpital and pubszistencs goodh &t 1bwar.nasts, {1} mAkes
it pqnaible for a caplitaliet country to axtrnéﬁ aurplas walus pro-
duoed ab?oad 7is an unaqual exchaupe of veluss. Thls unequal ex-
change Ls poﬁaih}e when commodlties exchamaoge et thelr prices of
p.roﬂ.uét-itm rmther than at valuss, and the orgemic somposlbian of
uapiﬁal in the homw mnuntrf evxcende that of the fareipn country.
Thun,.the sommedlties of the farmer &re sold ubers, thoss of thé
latter below. tThelir mluas.

1% abeald be noted that thls result follows only from

our next countertendency, the export of capitel. HMarx polnts

owt thet, combrary to the opinlon of Fleardos forsign trade may be

. & means Tor lnoressing the mats of proflt, apart from 1ts influence

e ar SRR T edn AR IR G © e T T O T ---,‘ﬂ:an_'-_-w-.-q:.--. + e e T ETA R T T T VS TR TR A
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tal equrt, whlch a#aragaa the rata of profitu_
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25
in rﬂdhcing aasts.
2 '

But he dess nol make 1t olear, nor does.

Grusamnn, that thih ungqual pxohangs is possible only with oapl=

Truda alone capnob

: _furnish extra surplus 1alue bacause the condition fur tra raaliaution

of extra aurplus valua la the ﬁquallzatinn of profit rates breught
RE - :

sbout by mebility of ceplitel.

2. Capitsl Excport

The ¥arxian uheary ﬂf eecital axport, 1like that of
28

elessinal sconomics, sspenially aa developed in Jahn Stusrt 1],

._axplaina that ﬂﬁﬁifal mebility cheoks the fall in the rate of profit

inp the advanesd cupltelist country. The exporh.of capital ig ad-

yautagsous to the homa ooutttry in twe ways, first by forpizhlog
hicher profite on surplus uﬁpitﬁl, hefara an internaticnal average

rate of profit la sstablished, and second, by making poesidle the

_umeguel sxchenge between the home country wod the country of lower

organio oonposition of cepital, onge thie average rate i establlished.

Hnrauver, £0 the oxtent that monopely restricts accumuls-
tion at homa it furthnr atimulatas the sxpurt of ecapitel. This ex-
port of sapitel fnllonﬂ avenl if the averagre ratos af - prﬂfit ars

aguel, 1T the maryinel -ratec of profit gt home is bolow thab nbrand.

Although the average and marginel ratus Qf arofit are equel 1n

284 aEltal, 111, 278,

24. Grosaman, E' oit., 429 36¢_

othsra ralatinp 4o the iaflusnne af the wnrld

25, On this prlnt and
ok, Che. XVI, XVIL.

mariat, of. Swaezy. Theory of Capltalimt Developme

25, Fringipleﬂ of Pn1itica1 Eapnony., TEB 9.
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purely oompstitive industries, this ie hot the cese with nonopolye

The export of cepital ia a adug‘l;ﬂrtendunu.;r whi&h opsrataé'
thmughnut capi‘tﬂ.xlst devulopmant. .I'as e meens of ralie;ring tha
plethor& uf eapital after a orlsias, 1% ia oue of thsr effectiw mutms :
of r._-,hacking thﬁ tendenoy tu:-_ hraajcdo-vm.- |

The met effect of all these scuntepbendencias, bath
ipterssl and sxternal, is '.to shark the fall in the ralas of‘. inarease
of total profite during the upswing, emd %o hagten the fall 1n the
rate of dscreass of profits durlag the downswiags There 15 an f
impqr_tant dlffareﬁce in thelr affect in thosga two perlods; they
prow Inoressinyly lesa effeotivs in the course of the upewing, aod
inﬁ-:;ﬂasingly more effestlye during the downswlng.

_ It is Bot mecessary to warums that all new inwaﬁ.m:ant
censas during this d ownawlng. It'ia-auffiuisnt to assume o posi=-
tive hat dsordssing rate of socunuletion and 4 contimsal depresistion

end dovsluation of the valus of capltal o show that the mess of

profit sontinmes ta fall throughout the dowaswins. But ak sowe

point during the dn-pm:.sw.ing the ush effect of the sountertendencies
is to restors profitability gufficiently Lo adgendsr a .ﬂﬂ‘ﬂ' Ve Uf:
aocauwmiation. Thus wa sae thet tha bfeakﬂom topdency of thy
c.s.pitalist_eucnmrqr iz mrrested. Our naxb_-prablem is to¢ ees if
tha oysls we have deduned is resurrent.
TI1. fhe Gyels

" In th.iq. section we atj;ampf Yo glve & mors aomplete pioturé.

of the basinewss oyele on the bmpis of Lhe amlysiﬁ thus far preasacted.
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'Thé af&iu:mﬂaﬁures general sconcmiic asbivity by the specifie warlable,

{hae A ES- of prurits. 3 . _ o

g 1t will be raadilj,r Besn thet thers i& am as:.rmmetr;,r betwaan
the piature of - the upawing, which we da@unﬂd on 1og;¢a1 grnunds
._ &laua, and the piuture uf tha downawing s which can he dednosd only
with reference to’ conerata szperisnca. . Hut this asymmatry.iu LHE
- forsed by the mature of the subjeot matter. This iz wot to asserk
that the upswling is in reality ™o 1 walforn than the dawnsﬁing.
Tha upswiué was ripldly spaaifiad within the ancumulafinn gehoma
only tu indicata thet the fundamental ohange, the rige in the |
'nrganic vumpuaition uf capital which 13 of graster impurtauca than
-.tha movement Iin the other varlebles, sueh as priess, wngaa, & thn
Tate of lntersst, is itself suffiscie;t to produce a turning point
in the auﬁumulatiun provasa.  The downowliny, and lowsr £urning
polut, on the other hend, oD not be a8 rigidiy specified withla
n uimple msdaly, hecauds nob one but many fachors uxplain tho Her-
minetion of the duwnnwing. The net effeut af all of theae counter-
tendgugipﬂ, none of ahloh alone is adaguate, is to restore the drire
fo agcﬁmulata- The exach réﬁult of these countortendencies is
Iodeterminets, FTor sxemple, the extent of the davaloation of .-
papital dapanﬂé on édmpatltion, the state of business sonfidences,
the moevemetdk in the raté nf'intﬁraat.-aﬁd the 1&1§1 of:employﬁéﬁtn.
'I:];]E thﬂ.nt to which :}:33.1.;3 ary reduoed depaads on the extent of
raﬁinn;liz;tiﬁn and the isarease in predustivity. 'he notuai g£ap

h@tﬁﬁeﬁ'aanta and priues,mhiah iz the dacisives factor in'tarmin&ting

w
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:& ths downswlng, depends ol s0 maoy Factors as to mako u aimple dowa=
3 .

B

3 awing model mors difficults Therefars, while ihe uppar turnlng

polut oRD bnspru#mﬂ.wﬁthln an oxeob mﬂdal. the lowﬂr turnlnr point
can npt. Thers is Turther asywmatry in the axplanntiﬁn of +he

. upswing aod the dnwnswing, newely, the fact thet just beoause the
factors that oheek thé dewnswing are co mamercus, and impinge un-

equaily an different {irms, the aualysia of the lower turning point

]

o s et ot e T B ., e e e e A e AT

must LGeke into ;csount ﬂhﬁ.f&ct that revivel is not the reault of
AR automat}c Luret of accumalsticn io all sackors of tha”aénnonw,
but the result of the fact that.iith.prgritnbility restorad, new
inve gtaent tekes place in sne firm after moother unlil revlyel be=
comes ganeral. Thus that moalysls of the downswing regiires fhat

wa look behind the agpregetive anelysis, which is warreobed ag &

first epproximation faor a siopls accumilation model, only becauge

R

the drive for profits and the inoresse in the organie ccuposition

nre the most fupdemental phenomena in the cspltalist syatem and con

be pestulated sy gemeral in the upswing.

(g

Case wo havye sﬁown that the countertendencias do cheok
the dewnawlng, although fhair affect 1a ﬁnqual in.differcnt LT
tora nf.the aconory, and do ﬁrgdugﬂ?iowar turning poiﬁt,.wu ars
jdstifieq in gpeaking of the busicess cfdla. In the anelyaleg of
the c¢yale nﬁw denonstraved we can group the gonnlertensies togethér,
and expraas'fﬁair effect by a funﬁtion'which foves inverssly with .

the mees of profit.

Raving shown thet voth. the upswing snd the duwﬂﬂwiﬁg tend
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Lo reverss themselwes, or that cgg*lcal mﬂvﬂmﬂnt is anﬂﬂgﬂﬂnuﬁ,
our nﬂxt tesk ig to giw & more cowplate pioture of the cycle it
gelf. Cur origipal upswlng and dnwnswing menel, davulapﬂd o
differcnt lavels of ahstraution to prmduue " uynle of unspecified
durs.tion an:.‘l amplitude, can avw be comhi_asd oh a_l_uﬂ'ar 1aral of
abstractlon which deslz with = ganarali;ed form of thae ¢ycla_of
reality. Our c¢yele, like ﬁve;y thesratical eyele, is a plcture
of movsment in general economic meiivity, although the specifis
iplex is the mass of profits. This index haa the ndﬁnntaga_of
showlng mash direstly the e;f&ut of chauras in'tha rate of aocgumu~
lation, itzelf & functiom of the mesg of profib. o

Yia begin the osycls st the lower turning pn;ni.ni:;-rir The

movemswss in real ssonomic guentities in the upswing are the sama

as thosa portraysd ln avery cycle theory. Tnvestment, employvment,

27. By deting tha mvcle from the trough we do not imply that this
roint rovresouts & pﬁiﬂt af eguilibrium. fhils it is trus that

ws can davelop & conpept of Fluctuation only with refersnce te the
eonpept of equilllrium, 1t im ot mectseary to a&ssume that ln ez
sndpgencusly cyolioal econcmy say poink o nbne reprssents a stets
of sguilibrium. This ean be illustreted by the faet that elthough
Uarx deduzas the peecusalation preeess from the procesa of simple
raproduotion, bscauge the Forier oan be urdarstood only in berms

of the latter, thia does not imply that siuple reproductien repre-
semte £ stete of equilibrium for the capitallist esoncwy, O tha

© ecutrary, it i meraly o logleal poasibility, which oewer o6ours

in the real system, not sven at the trough of the gyzla,  Hquis
libpriam, in the #enss thet market wrices equel prises of prodaction,
iy & poimt through which the sycls of prices wiich socoupenlas the
oyele of proflbs must pass, bud 1t is not & position of the seonomy
to which the aystem tends to return, inesmach as the eguillbrium
priges ars themselwvss Getsrmived by the chungzes prodeced by the
eyolae, In debing the eyele from the low twrnleg polnt, howsver,

we do mgzume that acounulsatiom; mas lllusktratad in the upswlag, ia
tha procasa of logical primesy, in 2o far aa the downswing is

deduned from 1ts
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oogts, end priees rise progressively se the rate of msaumnlabion

risas; uﬁtil.thﬁ spat-price margin is loadequate gnd the wpawing
comﬂs ta itg end. Ina frietlonless éxp&usioﬁ prices and cogte
should flil via the dhﬂapauipg effuet of inereaainé p;pduutivity;j
bu£ th% upswing of reality is act the frictipn&éss ;ccumuiation
proesss of our theoretica]l model. Qiap?upnrtinna and friehiunu.aru '
apsuph to aceount fur initial incrause;.in ca%ta and prices which |
then tend to apiral. COur upﬁwiﬁg daacription ie conventlonal,

wt thore is.n fupdamontel difference in the rola yﬁ attribute to

thess novements ¢f the aconomie éuantitiau. The Harxisn theosry

iutrpdua;s theae muvqmﬁnta'uply:affar demﬂnqérating that tha

upswing comsz to a closs even when prices, mgea, and the rate of

interest remain ennstagé; or }iaa uniforaly. The enuanl.rariablo
1g the rise ia the ofganiu composition of cwpitel.  But the non~
orusal results, the movements in thees other varizkles, arﬂ.impnrtant
in timlag the effects of the underiying LEGE L

Theres is ancthsr fundawewntal diffé;anc& beatwean the
Marxien eiplanatiﬁn of the upswing and ﬁhat of traditlonal Liter—
alurse that reguires & 11ttla digression from eur miin ar?umant- The
Marxian theory not only rulea out Prictionai price changes (and
expactatidna] as oalswl sxplanations gf the upper'turning polot, bub
it aleo rejeots the "cailiﬁg“ af full ampleymﬂﬁt. or Thet inpouad
by the benking system as uaﬁsnl axplanntiona of tha uppar terning
pointe Fhe Latter ﬁniling wa rule out ot ange.ua untenabie

NerIld
aineu there 1s uuthing ian the Iugic of the napltnlist proosss, to
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Limit the aveilability of sredite

_ _'Thé Firet cgiiing. thet of full smployment, esems more
.plauﬁibla. 1n the first plnéé; ﬁawavaf; fhﬂ %gry conseﬁt of full
employmﬂht hﬂﬁ pn.ms#niﬁg uniaas linkéd tu:giyeu Qéhédulua of
demand and sup?ly.far Labor aud meate uf'ﬁ?o&ﬁctinn- The only
rigorous dsfinition of full employment ls thet it is & poiol where
‘the supfiy schddulaé of factors of production beoome perféctly ine
ﬂlaqtiu,.;a thet inaraasing paymert to fgctora ne longer alicite
an ingreasing supply of fnsfﬁrﬁa

The concept of fall empleymont as w limit to the ex-:

pension often n;nfﬁses fhu logio of the propess with.thu'frintiana
of reality, in implxing that factors of praductlon are an exlatlop
auppiy of goods and labor powar, which is gr%dualiy ﬁbaorbﬁd durleg
+the upaiinﬁ. ‘Habsrler, for ﬂxamﬁla, shates n typlcal view es to
why tha uﬁgwiﬁg mus£.uoma %to an end. im. his discuselon of the twe
pheges of expinéiun: the first, where thar; are ﬁﬁamplcyﬁd Produc-
tive resources: the sscound, where thera is full swployment of |
resources (ﬁha lattar.caae heing fef him unlikeiy. it a lopiesl
posoibllity).  ¥he picturs is ua'fn;iégar

ﬁo_lung ag the aupplf of facbors of production is plemtiful

and elusbin, outpub can bs ingreesed all mlong the line at-

the game timees » « s l¥hon one cmtegory of fastors riter

another is bescmling scarce —-- the tramsition o full smploy-

ment is, of couras, grrdual end notb gudden —- 1t hecomos

more and mors difficult to expand at verlous points at the

came time. If ome indusiry increnses lts damand for meauns

of production and susceeds in attrasting lsborera by offering
hipher wages, it Iures them sway from ctkrer fndustriasz. - The
wame holds trae of raw naterials and semi-fimished products.



The expansien of industry ia pﬂsgihle only ut tha &xpﬂuau
of = montractiun souewhera alse. _

. The "1uring emy’ of :['a.uturﬂ of production by tha offer
nf highﬂr' 'prlf.‘.ﬂﬂ pla_gra & stmtﬁric r'nla in most qyala theorisa,
includlng thass ad divargent aa the theories of Sohumpater and
Hayek, although ipn the furmﬂ; the mecessity tq lura away fdﬁﬁorn
of production doss ﬁot imply ‘a state Aflfull amplnymant.??

I# reality, xt ;ny gl ven mumsﬁt,.theru is en existing
supuly uf_maané_uf pruductioﬁ.and lsbor powers  But ovar tha
period of thﬂ_upsQinﬁ; preductiva raauurcoé_dn nok constitute w

stock te bs nsed up, but & £low whilch swells with ench increase in-

outpat, so that genersl sxvangion 1w thepretlieslly lways poseibla

B¥en if thare 1a full employment at ewery level of oubput, Iﬁ

¥erxian terms, this mesns that in each pariod of produstion not
only ara all the alemonts of capital raproduced, bot, in sddition,

part of the surplus wulus is mocumilateds Thorefors, the demand

. For resources cresiss evor move thau its own supply. Even assum~

ing that o atape is reeched where there ars o new workers arallable,

7B. Gobtiried dmberler, PTDSpﬂritf and D_p.zaaslun { tiirvd edltlion,
banavn. 11), 2e8,

2%0. Ef- Schuwpetﬁr, Eusiness Lyﬂlﬂﬁ, I, 1351, 150-1, and Hnyﬂk,
Friees and Produstion [ssecnd editicm, Loadan, 1938), 76 ff.
Hayek’™s most recent eyele theoly abapdong, topether with moet of
Yie oripine]l Ltheory, his sarlier sssumption of full employmamt
throaghout. Thia sarliér essunption weg justiflad by the arpu-

. mants thet enenployment caunet be awasumed becuuwss it ls the thiag

tn e #xplained. EThid‘, I4-5.) DBut the searelty of factors

glac plays & utraueglu rola in the new thoory, wheto at epproaching
full employmant faotors ave ghif'fed from preducers' to consuners'
gooda industries to oroabe whal wppears to be an unexplained crisias.
(™'ha Riesrdo Bffeet," Ecounmlce, ¥Wolume IX (New 3aries), No. 34,
May, 1042, 127=152.) '



geﬁﬂral exprusion would still bs puasible on the baais of a high;r
éfganic composition of ¢;pita1- If we now introduce the rising
orpanle composition from the bégiuning of the upéwing, it will be
clesr that in terma of physical_ﬁuﬁply. whicﬁ is what is relevast
'fﬂr Mo cfeia thﬂﬁriats; the expangion mesd never come o an ends
.ﬂh can, thersfore, aliminmata the “eelliug of fuli amployment ™
becauze it is & concept which neglecta ﬁha frct that ecomomic sx-
pﬁnpiou itzelf uraatés factors of pfqdﬁctinﬂ af a rote [agter than
thease factors ara nhsnrh&d. | | |

Ha%évar,‘while in tﬁanrr the cnncéét of Moeilings™, in
tarms of physlesal ﬁupply iz an insdmissidble axplaﬁatinu of tha upﬁar
turaing ‘polgt, in reality, osilinge do exist for the iadlwidual i‘iz.'m.-
_Eut for ﬁhe whole aennomy the ceiling ls the imadeguacy of profit,
isduced by the rising ergenls aﬁﬁpnsitinn af capitnl-xn The
aotua] tim.ng of tha.turning poict 1o the ayele nf realliy, however,
ig a funeﬁipn of the rgldtivs chnuguﬁiin prices apd ooatz, the
effﬂctjof Jnerensing ﬁréﬂﬁctivity ﬁ#ich lowsrs botlh oosts and prices,
;nd of inoreasing dé%ﬂﬂﬂ which ralses ﬁham.

The plebure of nur.cyolinal_dﬂwnawing; es of the upsﬁing.
ls very similar Yo that of treditiomel cyole lltersture, im that all

the staodard indices -= output, smpleymert, prices, snd wagss ~— fall.

=5, 1n bhe snert rap, the rising erpanic ocompesition need mot mean
largs nhenges in the exiableg struchure of produstiscn for individanl
firma, ohauged which were lmplied in our original theoratical
sualysis, and which prosupposed, fer anelytle sonvenieose only, an
anpual turgover of capitals ore rapid exponsion of producers'
pooda, relative to censumers’ goods, is o sufficient cause of Lhe
insreage iz the ewsraps orpecic compeaitlcn of ospital.



bare it 1s not necessary to repeat wiy the fell dess meb go wu inr
dsfinitaly. Our iountartandﬂnciaa act much like the stnbilizerl
. of truditiunal literatura to producu ths lnwﬂr turning puinto iu
quar ﬁhﬁorﬂticnl medel, thﬂ rate of prqfit e ¥ nig? duripg the downe
swing, although the organio coaposition of ocapital need nnt.fali
if th'a rise in the rate of surplus value is suffioiently graaLt.
It is nlan thaaratlcallj panalblu that the crganino cumpositiun of
napital doas Fall, sven when the teohnical canpcsitinn of nauital
rigeg, ir the priuﬂ of means of pruductiun.falls nuoh faster than
wnéaé. With the inn;easiﬂg affect of ths nounturtenﬂanaies ag ths
.dcwnswing proceads, the resps of prqfit falls at a daoreasiug ratu
entl) the lewsr turning polnt. |
. To oomplate ourhdeacriptian of ths'éycié, we turn to
.Marx's diaﬂuaaiﬁn of the eycle of reality (ﬁu be digtingaighed
frﬂm his anaiysis of the abstract forms of pcsaibilities of oriesis,
digeusgion
uhich was disoussed in Chepter £, sbove). ::Marx’ nfls seattersd. hhroughout
his work, amd ebresses d4Fforent sapevts of the real cyele aé dif-.
farent tlmes. . As a rasult, cusuai readers of ¥aix ﬁut only eon-
fuse the events of the ecyole with the cause of th; ¢yole, but saleol
differsst elementes in Marx'e de!Fripﬁian aa the key varleblme in
hia eyele thesry. A plesing togother of ths scatiared déaéripﬁinn
yialdﬁ B pieture whink nnrfaapoﬁds perfeactly %o the ﬁicturﬂ of
renllty which appears in oy cyole theory.

. 31
Meérx datea the historical sycle from the orisles of 18235,

4l Frefane to the first editlon, Cmpitsal), 1, 18,
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st apotks of 1% %8 a "dacemriel eycla" (imberrupted by sm;IIér'

32

_usniliatioﬂ;}' of paricds of average actlvity, production &t high'

3% )
preygeres, ﬂriais eind shagnalion. He attritutes the recurrencs

of cyolss, us do all sycle thesrists, to the effects of the cysle
itsel?, saylug that, '
Az the heavenly bodies, once throwa lxto & certain definite
meblon, slways ravsat this, eo it is with soolal preodection
ae soom aa 1t fa-threwn inbq this movement of alberocate
expansion ebd senbracticn. Effeste, in their turn, become
¢augag, end ihs verying acoldenis of the whole prodess,

which always ragruduoas-ita owa condition, takes on the form
. of periodicity. % . - .

fo does mat exemipe in Aoy detail the reasoma for the

apecifio pﬁriodicity of the "lsoennlel cysle”, btut stresses the
: _ : . a5

rola played by tﬁe pariodi; replinﬂmﬂnf of fixed capitml. - Hia
dating of the oycla iz tmbigﬁaus. " In-oma plaﬂé, he refers to the
"welatcholy peried” nt.ths opaning ﬂf i new ayole after & commercinl
ariaia.sﬁ Singe Marx nftaﬂ'rpfﬁrs to the antirﬂ downgwing as the

Yeriais", 1t ie not slear whethsr he dates tha cyole from the

¥3. Marx's discussion on the turnower of capital end the lenpgth
of thes working periocd, "eonditionsd on the size of the ordera” hints
af wn inventory cycle whiok might account for the "smallar caclle

lation".  {ibid., I, 363.)
53. Ibid., III, &94.

34, Ibid., 111, 696.

5. Ibid., iI, 210-211, This doss not mean that Marx sees periedic

repleoement Aa the ceuse of the sycls; 1t means only that onze the
eysle ias shterted, replecement agrumes & eyelical patiern whioch re-
inforses that of the oycles Merx aceoupts lor the fact thet re-.
placsment i1s eppnomienlly as well as technologleelly determined, in
stramsingz the role of absclescense, but he ie cléarly wrong in link-
ing the length of the cyele to the awerape life of machloery. Now-
ever, be alac lmpliss that pericdicity may be due anly Lo the Tact
that replacement tends te oluster in the downawing.

36, Tbida, 11, 323
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%' ; upper or lower turning polat. j gis:deénri?ti@n p? thg.saqﬁ?;cgﬁggf -
;é‘ % - events in the éycla.ié veTy éaﬁé}etﬂ if.unugsfem&#iph. _Eé_dé%?};ﬁgé:;.
;E %. tha_fclg of cfeﬁit; p? spaﬁﬁ?gtiun,.gnd fhé:muﬁgta¥y ariS;; iﬁ égmﬂ

g [ dotail, always pointing out that “that which appenrs a5 & orleis on

1 the mDnef market, ia in raality an expression of abiormal conditiona .
in the process of prﬂductian end reprbduﬁtion- i

ik o e

Marx's mozt complete dﬂadripticn uf the ayele starts with

T T T T g e M T

. 1.. c.

ET) analysis gf the effect of the insrense in praductiwity, ‘consm-

qusnt upon the rlse in the organic cumpositiun of cepital, and the

T

growing sonecentration of caplital. Marx axplaina hew "The maas of
_ small divided capital is bhereby pushed imbe advemturovs chamnels,
% spaaul&tiun;-frnudulsnt-cradit, Fraudulesot stoeka, criaus-“ﬁsburiug
% the downewlng which Marx ‘elﬁharataa in mugh more datall, the profit-
% atility of the syataﬁ ia gredunlly restorad, peradoxleally, by the

destructicn of oapitali Tho meguence of svents im ns Followa:

“3ut under all eircumeteupes the &quilibrium?g is
restored by meking more or less capital uaproductite or
dogbroying it. Thie would affact Lo zome extent the
materliel substence of capital; that is, = part of the maena
of prediction, fized and olreulaticg cmpital, would neot
perform any service ms caplial; s porticn of the ruuning
ebtablishuente would then olose down. Of oourps, . time
would sorrode and depreciets all wesans of produstion (sox-
cept land), but thia partisular gharnsticn would cause a
far more sericns destruction of meens of productiom.
Howstur, the main sffsst in this eese would bo to auspend
‘the functions of semwe means of production sod prevent them

bl B e S e e wa Pt S s N R P A

+

37, Ibld., II, %&5.

S i

N %8, Thid., I1I, 294.

a9 By "aquilibriﬁm Marx hevrs means the conditlons of axpanaion,
not & Eosition ot equilibrium for the systam.

i d
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'f.fnr 8. shorbar or longer t ime ffﬁm.sarwing'ap neans of produc-
tion. - o ' - .

© The prinsipal work of destruetion would show its most
dire effects lu & slaughtering of the wmluss of caplials.
That portion of the value of capital which exists only
in the form of claims on fubure shares of surplus-valus of
profit, whick consists in feet of creditors uotes on producs
ticn im itk varlous forms, would be lumsdistely deprosisted
by the reduction ef the receivts on which it is salculeted,
Oue portion of the gold and sllvsr money 1s rendersd REpTo-
duetive, ‘ennnot serve as caplial. One portion of the comw
eodities on the market ean complete ite precess of clroula=
tlon and rovroductlon enly by means of an immense oentraction
of its pri¢es, which means & depreciaticn of the capital
repregented by it. Iu the sems way the eleomonts of fFixed
oapitel are more or less depreclated. Then there is the added
oomplication that the prossss of raproduction 18 besed on -
definite meaumpticns sg to prizea, oo thet & gonsral fall in
prises oshecks and disturbs the prosesa of reproduction. Thig
lnterference and ategnation paralyses the funetien of money aa
a madium of payment, which is conditloned on the development of
sapitel and the resulting prios relationg. The chaip of EB Y=
ments due et oertein times is broken in a huadrad pluoes, anx

- the disaeter is intensified by the cellspze of the sredit-syabem

Thue viclant =nd ecwte orises. srae brought about, sulden and
Toroi»le deprsciations, an rctuel stagnation and collapse of the
pracesa of reproductlon, and finelly & real falling of £ 4n ra-
production. ' . :

At the seme btime 55112 other mgencies would have bean
ot work. The staphation of praducticn would have laid off
& part of the leboring cless and thersby plaged the employ-
ad part in e scndition 1u whloh they would have o submit

C o a redustlon of wezes even helow the averare.  Fhinm

oporntion hes Lthe same effect ou sapitel m: thouph the
relaiive or absolute surgples-value hed beep insreazed st

awerags wages. Lhe time of prosperiby would nave prozoted
marriegsg among the laborers.aud réduced the decimation of

the offspring. Thess circumatanoss, while implying a real

Aperesse in populestien, do not elznify en loorease in the

actual workiep pepulatien, but they nevertheless affect the
relations of the laburers to tapital tn the gsms weY ag though
the munkar of the actually worklog laborers had increased,

On the other hand, the f=ll in pricss and the aompetitive
gtregzle would have given to every capitalist an dimpules to
ralss the individusl velue of hisg totsl product sbove its
sverage velus by mesns of new machines, new apd mproved work-
lag methods, new sotnbinatlong, which mesns, to inareaze the

T : . - . B S [ ; mrme s ma e ST e Tt e
gy g e, AT I T BT T A I, ] e e R e S M R R e e ead o LAMMARS L A — gl aaum e, p - een - T A



SR et

RS

LR h'.dﬁ;;;-hwmhqp'—-:—'“.'-l-'v\.-'r-:'lua-ﬂ-\#\,.l'— b Wi s A D et ol e e R AP S i

e
o g

L L LT L e b e

iy

. 237

produstive powsr of B ocertein quantity of lebor, %o lowsr the
proportlon of the wariable 4o the constaot capltel, aod theraby
Lo relobgs soms laborors -- in short, %o creste mp artificial
over~populatien. The deprecisticm of the elements of sonstant

ceapitel 1tgelf would be ancther fackor tending to ralas the

rate of profit. The uass of the employsd aoustant oapital, com-

. pared to the variable, would have inereased, but the valus of

this mass might have falled. The prosent stapgmation of prodigs

tiom would have prepaved an expansien of production latar on,
within caplitalistiec limlts, ' . ' '

And in this wmy the cycle would be run ones more. Ue
portion of the caplial which bad beon deprecizted by tha
ghagnation of its funotion would recover its old value. For
tho rest, the same viclous cirole would be described once more
under exparded sonditions of production, in an expanded market,
wnd with increassd productive forees.dd :

Yilth this remarkably complate dasoription of the cyale,

we now tura to the next problem, tlhet of exemining the ssoular
elienge in cyelical development.

iva Th& Change in the Cyaligel Pnttﬂrﬁ and the Uitimatﬁ Breakdown

Thus far our sualysls gives

(1) Thae tanﬂenﬁy.tu bresidown inhsrent in the sceumuletion
procsss, |

fﬁ] Ths couutertandensies which sheck the breakdown tendenoy
and_prndu;a th; oyolas,

(2} Tha actual plobure of the cycle ltgalf.

Our final tast i to show how the exhaustion of these countarten=
dencies alterg the oycliocsl pattern of sceumulation and brin-s the

ayztem to its ultimate breskdown.

The wankgning'uf the countertendenciey is o long=-run

phenomenon whioh affects both the upswing and the downswing of the

B Rk T T VIR L e G T BT T e ey £ T LY TR0 e g A T .+ 1T P A 8, S b e P2 T

40, Ibid., 111, 207-299.
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oyals. But whereas in aiﬂh_pﬁrfinular eyeles the counberten=
doncies operate more effeebively in the downswing then in the

upﬂwing, in thﬁ coarse of tha geoular trund mﬁdw up of the

eycles, the wﬂnkaning of tha cnuﬂtartandenoles s morse npparent

in tha upswing.

A+ The Exheusbion of the Counterbendemaled

Earz axplains that ths innfeasa in produetiylty which
raduces oost ia.unly temporarily effective in checking the |
breskdown tendecay. o far ag it nparuﬁaa to deprecinte the
alamsrts of capitel 1ao the uﬁawing; and thus lengtha; the ax-
.phﬁéion,lit wt the sdme time hostens the sccumuletion process
apd its eventual cullapa;g _ | _

Woreowedr, the axﬁénﬁ to whiéh the slements of cepital
can Le depruciateL by the - rise in the orgauia corposition of

eapiftul ocan be axpectad to fall over tima withDthe tandamey

_ towmards aquailzntiun of the srgasic (nok the tachnical) somposi-

tion of capital, and withikhe growing oeutralization of aapibal,
which-increasingly BQUEG RS nut lpsfficisnt firms, whose pormai
alimination in each dewnswing helpa o rantora profitebility
fnr the whnle Bystem.  As Lhe lerve] of preduetivity. of
diffarent firmﬂ ig aqualizad{ ﬁhere ia lese oppﬁftﬁnity for
individual finuﬁ to make 3hcrthrun gains. ln adgltinn, the

rzgidity in cnut-pria&a incidant *o thn 5rawth of maunpcly wnd

T m——
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trade unfons ie & [itml reeson why Lhs copnteracting sffest of

the loweritz of cosls tends Lo wear uut_uvar Gima

| The qﬁuntﬂranting'ﬂffEGt of the rise in the rats of
surplas vai&e tends aimil@fly ta héar oub. ._Tho_af;¢¢t of
the action of trnﬁa unions.and the guvertm;ut ing reducing hours,
raising weges, and tedlns the profits af inqusbfy 80 that some

part of the surplus walue isg returned to the workers in bepefit

.pﬂymauts, eet limits to the rise in tha rate of surplus walue.

Moreover, 26 the organiz compositlon of capitsl riges, = given
parqentagu increags lu the rate of ;urplus };lua X iﬁuronaiugly
iaaa aféﬁctivn.

In adﬂitian, other seculer tendenciss such ag the
proportlonel risa.in reut, in payment %o unprdustiwe wrkers,
and in expenzes of cirenlation eonstitunte iﬁcrﬁaaing dadas-
fiona_from Eotel a;fplus value.

Lﬂn the world merket the ocountertendencies similerly
e oyms axhausfad-oyﬂr times  The lmperialist struggle for ram -

g4 tha leval of dsvelopment of differsnt countries 1s aguslized.

matarinls, merkesta, &od soupcoewm. of lovestosnt boecomes lotensiflied

The geing of any obe orpitellst counbry ace progrossively diminished

Coan e
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Ot the gne

'hand fure*gn trade becomss ineramelngly lews erfective BY & Mmeans

of raducing costs, as the struggle for raw materials ralaes their

prices. ﬁt the saie timﬂ, the divarsifioation of prudﬁctioﬂ 1n

ell uuuntriaa (whinh rathar than apuuinlizatiun, is charnnteriatia

or capitallst development) 1avuls the cost uf production of he
sommcditics which enter indo foruign tradaes | Furtnar, the equellize=-
tion af the orgenle compogitien of cmpitel means that the homna
oountry ia iucraaaingly Iezs &bhle to realize surplua value pruducad
The seme arpwment holds true for the growth of monopoly
im forﬁign'trada. As the number of cnpit:list'ﬁnuntriaa axer-
olsing monopoly péﬁﬂr on the world market iucfeasea. the upportunity'

for any one sounkry to galn at the expense of amy other decressgs.

Thia argument, 1t wlll be notloed, is antirely differant

* from the undersonsunpticn-imperialism thedry of Luxemburg &nd

Eternharg;_ The resulte are the mams; the historicel davulopmﬂnt

of world nap:tali&m limits thﬁ extent to which an indlvldual capitalist

country cam pralong ita 1ife through the gein made on the world
mnrkat But tha ocause beshind theee results is not the inability

Lo voalive surqus value @roducad at home, buk the imakdilty to
Ernduce aufficlent ﬂurplug velue %o -mainkein the acoumulatian

Process.

Bs The Cyellaeal Pattern and the Saﬂﬁlar Trend

The tohal effect of the exhauation of the counterdencies

is to strengthen the effect of the breekdown bendewey over time.
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This doss not meen that syolical dewnswings are necessarlly longer,

but thet the mceumulation preecess ihaelf proceeds with inoreasieg

difficulty. .The 1engtﬁ of the dﬂﬁuswing mey ba, znd in feet s,

_ahortanmd as the upswing itsalf must b ahartenﬂd-

Tha pattern of ayolical developmeut thus changpa ovayr

times ﬁith the prﬂgrsssifa ‘exheustion of the anuﬂtartsndﬂnuiea,

both the duratlon and the ampl*tuda of the eyele {the varietien

in the tatal mass of profits} diminiah. The oycla itaalf psturu

out imto stagnatlicns Thia theory of the eycla—trund ralation ls

in fidt énntrnﬁictiau tn tha go-zalled Mnrxiun_thuory, for which
thare 18 no nridanua in Mnrx B OWH nnrk axoept perhaps in the .
Mhnifasto, tint uyc11na1 swings arTe over grsatnr and thet after thu
" last ereat boom the system will £a1l ints dramstic ecollepse. On
the coutrary, evidenos of tha eollapss of thn'syatem will appear

at & cﬁrtain sfava of davﬂlopnent whun, in tarma of both thﬂ WEIE

of profit and the totel subpub, prﬂsperity and depradsion b9¢oma

¢

indistinguishnhla.

fhe petarlng out of cyelioal development s, however, does
ngt Teen 4 pradusl apnroanh;tn o a;nté of s%sble equilibrivm, ox-
copt 1n the gensw that death is m Positlon of stabla sguilibrivm.
If we ugs tha cozapt of aquilibrium in %this cycllaal Lhuorw. we
mny say that the ?quixibrium oondition Tor uapitaliat dnvﬂlopmnnt
ie tha oad of uynlical davaluymant anﬂ_the complets stagnation of

the capitalliat Byétsm._ “he tendency to eslf-distiuetion of the

nepitalist ﬂystﬁm:cﬁn te scen Trom the Iaot thet the tendencles
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ipherent in the econarmy drive the orgenic compositioen of empital
fand, therefore, the rats of umerployment), and the rate of accumu-

1ation bo ons hundred per cemb, the rate of lnorssge in the mass

of profik, and in the rate of profit, to zerc.

.ﬁoyavér_aimilﬁr the results appear, our analfa;s ig
fundamentally 4ifferent frow the Ke#neaiau'theurg of sanuiar stag= "
natioms Keéypesian theory ia esseutielly statio and as such net
even comparable to Marxzisn theory, Its stagnation thesis 1s ngt
dﬂduc;d from dynamic analysis of the fundamentel laws of cnpitalist
evniutiqu, but fron & oombimtion af_ps?ehhlagical propeneities teo
geye and invesh, propensities which themeslves nésd axpianntinn,
end a group of historioxl fautd'rélnting tﬁ population and tanﬁng-

logloal change, which similerly demand explemmtien. The Meprxisn

" breakdcwn thesis 1s, on the contrery, step by etep derived fyonm

the thesry of value and & single "propsnsity”, whioh is not
psychelegieelly, btut sceially detarmined, the driwve for profit.
One last tima 3% wust be emphasized that our amalysis lsa

not e bluesprint for the fulure ooy mors then it ig e pleture of

history. It exoludes the influeuce of meny Fastorsz which ﬂhipb.

the sgurse of eapitaliet development. ITﬁPariaIist wars, for
example, Tor whlch our spalysls of the tandancies.of late capital-
1lat development provide ample explanation, hawe boen exeluded., In
reelity, the cyelicael pnttérﬁ ie disturbed by the sconomic effguts
of war, whlch axtend the éuratiun and anﬁlituda of the cyuio.

| Similnrly, thﬂlclﬁsa sbrugpgle, sxcept for the olflenks

of treda uniona in cheeking the risge in the rats of gurples waliue,
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hus haen ﬂﬂﬂlﬂﬂt&d in this srgument. © Id reallly, tha breskdown

of any acnnonic aysten isg po]iticnlly A= mall as sponouloslly de—

tsrminsd. The Marxian theory of Lhﬂ-ﬂlaau slrupgle ls not in con-

tradietlon ko the thaor"_-,r of an ohjectiwaly datarminad breakd onhis

Rether, ak the seme time as the teﬂﬂency to accncmic braakdnwn en-

ganlera the olass “tlﬂfgla, the olrBs strugglu ahapes the tan&enﬂy

to socnomic Wreakdown, We do not expact our acnﬂﬂmlcally deLarmined

breakdewn tendency to rescn ibs full reaiizatlon befere the fht&

av, wert, Lytly, trensformesd nta sbate capiliafel e
cepltallst ecounmy is raplacad by seolalismy But in theory, wnich

iz eur conserc hers, the aconomiv stagnetion we have piotured iu

the lagical result of the dynemics of cmpltalist developmant«

The sonclusion of our awelysis La that the laws of

aapitalint develupmeﬂt jnexorably degtroy the ompifelist eccnemy.

Ha atarted sur analysxs with the lubor theory of value. With this

toel of analyaAa ws Lhen zhowed how the: law of wvalus srurs RN avAr

proaber acounmmlation on tha pesie of en evor higher level of producn

bivity. The uontradiction between bhe zosl of sapitalist produs-
Tion, aud the means of achisving this end, s combradieblon betwoon

thy drive fer profits snd the fall 1n prafitability whioh this

very drive for proflts engeniars, ia oxproassd im the tendency to

trepkdown., '8 then discussod the countertendsncies to broakdown

whicgh produce a oyelical development of the sysbem but which, by

their evaotunl extuurblion, are incapeole of preventing the wltimate

hreakdown of the syatem.
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Ho one cen prove that our th&ar:r of nap:.talist damlopment

Bu’s wa hallevre that we haw damcustratad

ig "what tlarx raally me_ant.
that s.ltarnatlvﬁ ir"tar'preta.tiuns al lierx's thenry of breakdowﬂ-nm

ingorrack, m:ui thak the thanr:,r u:ai‘ 'brea.::dmm Leged on falling prnf‘its

1s the corract raubnstrustion of Lﬁm ] rich, if inr'omplﬂ'hﬂ, theo=

ret1aa.1 &na.lys!. e
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