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The Nature of <Capitalist Crisis

Lecture I
Bourgeois Theories of Crisis

I. Present Crisis has demonstrated impotence of Bourgeois Ecouomics.
Powerless to predict it - denied 1t was coming.
Powerless to forsee its course and depthe
Powerless to explain.
Powerless to propose a way out.
Modern capitalist interpreters as helpless before the social forces man has
ereated as the bushranger before the forces of naturc, They "shudder before
the impenetrable mystery in which their own economical relations are in-
volved."
Not only stocks and businesscs went bankrupt - reputations also
( Sce "Oh Yeah ?" = Viking Press,1932 =~ Babson, p.8 ; Hoover, P«9 3 Magnus
WeAloxonder, pel2 3 Nat'l., City Bank, p.ld.

II. J7hy Bourgcois Dconomics is unable'to occount for crisis.

A+ Clagsical Eeonomy = thoe great age in bourgcois cconomic scicnecs
1. Positive features
ae Stondpoint of production
b. Critiguc of feudalism and mcrcontilism -~ theory of diffcrental
rent.
c. Labor theory of valucs
2+ Ncgative featurcs.
a. Unhistorical charcetore.
b. Incbility to penetr-tc to essense of labor—cupital relotion.
c. Or perceivc the antagonistic elomonte and historical limit-
ations of capitalism.
3+ Its work cccomplishecd before the criscs began.
2. Adom Smith: Wealth of Nations,1776.
b. Ricardo; Principles of Politicel Economy,1817.
c. First great crisis,1825.

B. The Degoncrotion of Bourgcois Economis into Apologeties ond vulgor cconomy.

1. Apologctics = defence and concealment rather than analysise

2. Vulgar Economy = supcrfieinl sppearoncc rather thon esscnces Both evade

consideration of real relations of capitalism and direection of its
C. Sciente 6f Boohohmis bascd on
1, Eguilibrium Theory
How system would work if it were in cquilibriums (isc.froe from
contr~dictions.) Only troublc, is not in cquil.,rcfuscs to work,
is buscd on contradictionss
2. Ignoring of Specific Peeuli:ritics of Capitolisme
ne As if production rcerc for sale of consumption-actunlly for profit.
b. 4s if eneh amm werc a2 scpar:te individual and free agent to
dotermine whether he wanted to work or not to work, cxchangc or
not cxehangc, buy or scll or not buy or sell,save Or not save,
ctcs Actually born into a definitc social system, whosc laws
are socials
ef« Marginal utility on length of working daye
Theory of Abstincnce
Prof. Scligmon on Consumcr's Surplus= "If I agrec to give up =
book for my neighbor's knife, I do so beecusc I cxzpoet his
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¥xnife to afford me more satisfaction thon the poin of parting
with the booke. As o consumcr I expccet surplus enjoyment.”
Try this with coffins and castor oile. Producecrs do not pro-
duce for thomsclves the things they rant,but production is
for exchongc, for socicty.
Growing tendency to objcctive blind regulator of supply.
Objective determination of genecral social demand.

3. Dcnial of possibility of knowledge of scecial law, ond its con-

scious regulation. Evon Economists insist.

a. No way of measuring whether pricc is high or low. ( above or
below value ) Thus Prof.Robbins~'The Haturc and Significancc
of cconomic Sciencc.': "Any given prieec has significance only
in relation to thce other prices prevailing ot that time. Token
by itsclf it mcans nothing." p.55 = "The valuations which the
price systcem expresses arc not quantities at all. They arc
arrangements in o certoin ordcere To ossume that the scalc of
relative priccs mcasures any quantity ot ~11 save quantitics
of money is grotuitous metaphysics. Valuc is a rclation not a
mesurcment " p.56

b. No meaning to torm,"Volumc of Production', nor moeasure of this
volumcs. Hence planned production impossiblcs
Again Prof. Robbins: "....the idca of changes in the total
volume of production has no preecisc content. dc may,if e
plcuse, attach ccrtain conventional va lucs to ccrtaln indices and say

b owe definc o einze i vrod. as 2 ehange fn this index, for certair
purposcs this may be advisable. But thcrc is no unwlyticﬂl
justification for this proccedurc. It docs not folleow from
our conception of an cconomic goods The kind of empirical gon-—
cralization which may bc made concerning what cruses will
affect production in this scnse¢, can ncver achieve the stutus
of a law. For a law reclatcs to definite conceptions and re-
lations and a change in the aggregnte of production is net 2
definite conception.” p.66.

c. Commoditics have volue only in an individual,subjicctive sonsc.
They arc worth as much or as littlc as cach individual fecls
they arc worths. Since individuals do not appreciate raw mater-
ials,(i.es wheat as agoinst bread) thereforc these have only
a "dcrived value" (Lioncl De BEdic) i.ce their value is derived
from the fact thet they enter into a product which hog sub-
Joetive valucs

de Therec is no wey of comparing incomes, telling /hoether one man
garns mere or less than ancther, or whether incomos are largc
or small, adequnte or incdcquato. One man may get morc satis-—
foction out of chicory thon another out of coffec, or out of
nargerine or lard then o pampercd belly cut of butter,ctce
Perhaps those in the so=cnlled lower income ranges get morce
not satisfaction thon the rich, thereforc more values,ctcs
Robbins: ".e.sesuppose that wo differed sbout thoe satisfction
derived by A from nu income of & 1,000, and the satisfacticn
dcrived by B from an incomc twice thnt magnitude. Asking thom
would provide no solution. Supposing they differed. A might
urge thot he haed more satisf ction than B at the margin. While
B might urge thut,on the contr ry,hc had more satisfaction
than A. Ve &~ not nced to be slavish behaviorists to realizc
that here is no scientific cvidence. Therc is no means of test-
ing A's satisfiction as comparcd with B's. If we tcstcd the
statc of their blood strcems, thot would be & test of their
blood nat satisfrction. Intrespection docs net cnable 4 to dis-
cover what is going on in B's mindynor B to discover vshat is
goins on in A's mind. Thorce is no 7ay of comparing the satis-
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faetions of diffcerent people.” (p. 123-4)
e. 1t is betrayal of science even te o into such mattors as rcal
income and obJjective value.
Robbins quoting with approval from Prof. Haberler (German econo-
mist of same school):
"Science is guilty of trespassing beyond its negessary limits--
that is to say, it is delivering a judgment of value--if it at-
tempts to lay down for others which of two real incomes is the
*Yarger'. To decide on this, to decide which real income is to
be preferred, is a task which can only be done by him who is to
enjoy it--that is by the individual as 'economic subject'" p.63,
footnote)
Thus basic economic realities are forever unknowable. Nothing
can be ascertained about society as a whole, production as a
whole, objective social law, the nature of capitalsim, the un-
derlying social relationships etc. An attempt to imitate neo-
kantian empirio~critical idealism in the natural sciences. The
suicide of economics. (For further discussion of this point read:
Strachey: The Nature of Capitalist Crisis, Chapter X, The
G.1lded Science)

D. Bourgeois economics has no theory of crises, omits the phenomenon from
consideration, even denied the theoretical necessity or possibility of
crises under copitalism, and the connection between capitalism and
Crises.

Dr. Friedrich A. Hayek: "The pure theory of economic equilibruim, the

great achievement of nineteenth century economics, provides no explana-

tion of trade depression.” (Prices and Production, p. 31)

1. J. B. Say: "Theory of Markets" (Theorie des Debouches)
A theory of automatic outlets for goods. "Products are given in ex~-
change for products." Illoney can bec ignored as a mere transitory in-
termediary. "Products pay for products." All goods produced con-
stitute automatically a demand for other goods. "The total supply
of products and the total demand for them must of necessity be cqual,
for thce total demand is nothing but thc whole mass of commoditics
which have been produced. A general congestion would conscquently be
an absurdity." (Le Traite d'Economie politique, 1803, Vol.II,p.175)
The theory did not becomc popular till aftcr the crisis of 1825, and
has bcon much repeatcd since. The only overproduction rccognized is
that of somc onc commodity with rcference te othcrs or of onc coun-
try with roference to anothcer. The only remedy, further cxpansion
of production. Such crisis fcaturcs as capitalism shows are duc to
its insufficient development, and by its cxpansion, which can con-
tinuc éndofinitcly, it climinatcs tho very possibility of criscs.

2+ Criscs as "uncxplaincd rosiduct---Robbins:
"The best cxample of the uncxplaincd residuc is provided by thosc
fluctuations of tradc which havc comc to be known as the trade cycle.
Pure equilibrium theory, as is wcllkmown, docs not provide any cx-
plenation of the phonomena of booms and slumpssss.It czplains fluc~
tuations which are in the noturc of orderly adaptaotions. But it
dous not cxplain the cxistcnce within the ceconomic systom of toenden—-
cics conducive to dispropertionstc dovelopment. It docs not cxzplain
disercponcics between potnl supply ond total demend in the scnsc in
which thosc torms arce uscd in the cclebratced 1w of markets. Yet
unqucstionobly such discreponeics cxist, ond 2ny attomot to intcrpret
rcenlity solely in torms of such -~ thcory must nuccssorily loove a
residuc of phconomons not cipable of being subsumed under its gencrnli-
sations."
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Thus criscs, instczd of being cnntrsl problems of capitalist cconomy
were o sidc issuc outsidc the reign of cconomic law, an aberration
or uncxploined residuc, not lawful but a violation of the "laws" of
bourgcois cconomic "science®,
Yet -
1) crisecs begin woth the beginning of eapitalism
2) no previous systom had this typc of gconomie crisis-starvation
in thc midst of plenty. Thcy had only naturcsl criscs-starvation
in the timc of scarcity.
3) they ore obviously o contral phcenomenon governed by some law,
as proved by their freguency,their periodic rogularity, ond
their effcet upon the cntirc systom and every onc of its aspects.
4) there has boen over o century of such eriscs-since the gencral-
ization of the industricl revolution-surcly time to obscrve the
the phonomcnon ond dovelop an czplanation of it.
Scvere Crisess 1837,1857, 1873, 1893, 1920, 1929
Secondory " : 1814,18256, 1847, 1865, 1884, 1901, 1907, 1914,1926.
Major " 3 roughly ovcry twenty yceors
Scecondary " : altcrnate deeadcs
Not ~ decadc without o crisiss Botuccon 1837 and 1937 about onc
bad yoor for coch good yoors
Since the 20th Centurys 1901-1907-1914-1920-1926-~1929,. Morc
frcquont. More continuouss Dcopers
Today: Profloundcst in history of eopitnlism.

III. Iypecs of Bourgcois Theorics of Crisis
As criscs have recurrcd with roegularity and decpening sceverity, bourgecois
cconomists have been compellecd to tip their hats to thom.

Ae In 1895 Bergmonn {German) countcd 230 cxplanctions. Sinec then their
production has multiplicd manifolde The grint number proves nonc is sa-
tisfying or ~uthoritotive. ]

B. The moin types arc:

1. Natural cxplonations: Blame it on nature
Exomple: Jevons 3un spot thoory. Sceinl scnsc: if it is o 1o of
naturc, it hos nothing to do with eapitalism.
Quotu Now York Timcs, April 14,1933 for latcst versions
"A romarkeblc corrclation botweon the vorintion in the amount of the
total hent radiated by the sun ond booms cnd depressions in buséncss
wns decmonstrated with charts last night before the Scicanee Forum of
The Now York Elcctrical Socicty ot the Enginccring 3ocictics Build-
ing, 29 vWest 39th Stroct.
The Cherts, made by Dre 1.V. Burton, of thc leGrow-Hill Publishing
€ompany, sho that during thc last twclve years whoncver therc wns 2
drop in thc cmount of thc total output of the sun's heat it coineided
with a cycle of business prosperity; snd converscly, coincident sith
& rise in the total solar heat sbove the nomal invoriably thire ios
& busincss duprcssion.
If thesce relationships arc not purc coincidences, ond it vas cmphosi-
zed that it is too carly to rcoch ~ny conclusions or that scorc, thoy
mey prove thoe beginnings of tvo ncy scicunces--soluristics and lunar-
istics, scicntific versions of medicval ostrology. By mcans of these
it my provc possible to predict the flux of busincss cyclcs ~nd the
coming of carthqunkes, s 7¢ll as othcr phonomon.
The longer the sun's rndicstion stoys cither cbove or bilow normol,
Dr. Burton st tcd, the morce promincnt the cffect scems to bo upon
busincss. Solar radintion chorts ande by the Spithsonion Institution
in Jeshington showed thot rodiation has bocn chove normel for ncorly
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light as an unmixed benefit to solid economic progress."

b.

Ce

d.

€.

f.

ot enough capital

Cassel: "In modern crises it is not in the first place a matter
of overproduction....The Urisis arises out of an acute lack of
capital, i.e., of savings..." (Theoretical Social Economy, 4th
Edition, 1927)

Therefore idle plant?

Therefore accumulated commodities?

Both are forms of capital in excess!

Not enough money and credit

Major Douglas, J. Ae. Hobson, Irving Fisher

Too _much money

Dr. Friedrich C. Hayek

High wages

Even Strachey, who tries to follow Marx, falls into this pit.

See: Nature of Capitalist Crisis, Chapter XXI, The Present Crisis,
pp 333-6.

Low wages
Hobson and the liberal and social-democratic schools.

4, Explanation as an accident or combination of accidents. Therefore
historically unnecessary. May have happened in the past, but not
likely to happen again.

e

cassel

"The Crisis in the Jorld's Monetary System" Oxford University

Press

*Dr Cassel Believes that "the post-war'" generation has been guilty
of a series of the "most appalling" faults, mistakes and viola-
tions of fundamental economic principles which together might

w7ell be expected to result in a crisis. Having finished the war,

he holds, we may proceeded to c¢I1Mim war debts and reparations with-
out beinz willing to accept payment to cut up the world's markect

by zid of the most cxtraordinary protectionist devices into al-

most watcrtight compartemnts, to prohibit the international migra-
tion of men, to hindcr the free movement of capital and to provent Bx
by aid of greazt valorization schemes 2 natural adjustment of tho
priccs of certain commoditicse.

"./ithin our diffcrcnt Countrics we hive developed monopolics both of

1

an O*ﬂwl"f '*ﬁ libor, .ond in this wnr hnve done ndd »ve eould

csbrich 111 fr dmn . A
o% éovcm#nt ooa{:imu,sb vassels "ot content with thots We

have created systems of uncmploympnt dolcs calculated to incrcasc
the immobility of labor in o very dang: rous way, ond, in cddi-
tion, to ruin public f noncese. Some people have startcd so-
c:lled rodical movements 2iming at the revolutioNesses

The idea thot ropid prozress is possiblc only for o limited por-
iod ~nd ncccssarily must b. followed by a pcriod of restriction
is bascd on tho supcrstitious belicf that the crpneity for oro-
duction develons fastcr thon that for consumption, nnd that it
is ncecessary thereforc nov &nd then to slow down production for
somc time in ordcr to give consumpticn tiwc to overtake produc-
tion.

"The only ground for this belicf is, however, a very defective
understanding of the mechunism of uniform economic progress,

As I have alrcady said, on cloacntury anulysis of this mcchinism
showvs thoat in the norm~l state of devilopment consumption grows
at the same pace as production ~nd thot the s'mc holds truc
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with regord to saving ~nd crection of fresh real copital. It
ie very deplorecblce that o great port of the world's fincncial
press is ignorunt of such ~n clcomentory truth."' (FJes York Bimes
August €, 1932) '
b. Sombort
(1)"Historically unnccessorg”
(2) Tendeney to disappear
"The crisis of 1857 was the 1l2st cntustrophe on . grand
sciilce &nd since then there cxists the obvious temdency in
Euwopcan Economic lifc to cqualize contradictions, to softon
thom nwoy, to make them dis~ppear." (Das ‘irtschoftslcben.
in Zcit~ltcr des Hochkof)
(3) Morx's predictions not verified but “thc oppositc of the
prophcsied shorpcuing of criscs: it ras their climin tion.”®

Iescuge: 1907 (Gide calls him the outstanding authority and
writes "7e may s.y that, today, the science of foreseeinz crises
is more exact than that of foretelling the weather."(Political
Lconomy p. 159)

"If ve want to judge the future in accordance with the experience
of the U.S5., we 711l come to the conclusion that economie s which
are organized into trusts and unions of trusts, 7ill be spared
by crises."

Same year, 1907 -« Crisis in ..merics and Jorld.

d. american Jazz Economists
Hoover Commission on Lconomic Changes:
"Inasmuch as demand for goods and services is in fact insatia-
ble and apparently can not be satisfied, insofar can producti-
vity be enlarged indefinitely"
" In the course of the seven years which e have investigated
the cquilibrium of production and consumption is making itself

, manifest with full clarity."

Host of Statistical services.
No foresight

Not even much hindsight
No real explanations---for the moment opcon-mouthed = not
¢ven trying to explain awvaye.

1V. SocialDeomocratic Thoories
As Revisionists - beginning with Bernstcin - Marx outmoded by Bourgcois
Bankruptey.
1. Softenca
2. Eliminzcted by trusts
3. Crisisless Copitalisin in Prospoct
Kautsky: (190
"Thus w¢ can suy in general that criscg are growing ever sharper and
morc cxtensive.™

Kautsky: (1926) Iatroduction to 2nd Vol. Capital

" Je sociclists usecd to s:uy ourselves thot crises arc unavoidablc
S0 long s things arc produced capitzlisticnlly. On the othor hond
it vas prociscly the capitolists 7ho hoped to bc able t¢ soften tho
Criscs morc and morc thru unions of catreprencurs... Thus things
stood till thc world war. Herc it (the wur) hes besieclly over-
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turncd (rovolut.) the rclationships on this field also.

"If they arosc up till then (w7orld wvar) out of purcly cconomic rcla-
tions ‘7hich wore to bc influcnced but little by capitnlist politics,
since then however, we have cntered into o period of criscs which

arc incomparably the greotest port o product of the politics of tho
governments, ;nd which thoreforc may be aovoided cven if the copitod-
ist cconomy contirucs if the policics of the governments werc somcvhot
less dotormined by militrry snd monopolistic condiderations ~nd some-
het morc by cconmemic insight inte the nccds of the circulntion pro-
cesse

Hilfcrding: (1927) Soci:l Democratic Conzress ot Kicl

Hew cro of orgunized capitalism "the basic sybstitution (in principle)
of the c.pitalist principle of frece competition by the socicl prin-
ciplc of plunful production.m

Nophthali: (1928) Basic chongo

"today vo rogard it as the task of the unions 'nd soci~list piirtics
cvery/here to fight agrinst thce opperrance of criscs. The gonl of
their cconomic politics (pelicics) is the_overcoming, softcening, mnd
prevention of criscs.”

§O./ ALIBIING
V. Description instc-d of Explon-tion - Jesloy C. Mitchell smd his school

BEoch phise brings on the next. Hailed as grcatcest theercticion. of criscs!
Hcero bonkruptcy is mest complctoed

VI. Summnory

A+ Bourgeois cconmmic thcory went bonkrupt upon the development of the
first guencr.l dcoressicn mmi the sppe.rrnce of the preletirict on the
stoge of history 5 ~n indcpendont forcc.

B. Criscs ~ro feeanl point and viclont cxpressinn ~f 21l contradictirns in
Cinitnlism.

A study of criscs invelves o study of thesc controdictions.

It reve-ls thot crises arc ~n orgnnic ncccssity of copitidism.

And revels the histerically limitcd charncter of the capitnlist systom.
Crisecs “roc thc sorc spot = the sign of the incurcble discnsc coting ot
the ¥it-ls of copitalism.

C. Tho groving -~utherity of Marxion cconomics is largely duc to the fr.ct
thot it alonc offers o scund :mlysis of this, the koy porblem of capi-
t:.1lism.

IIrxism - 1lst ignored
Thcen - rcfuted
Todny = forbiddon

But still it brecks throughe.
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ILZCTURE 1I

WHY CAPITAIIST SOCIuTY CONTAINS THE POSSIBIIITY OF CRISES

The distinctive character of cavnitalist crises. (Special Problems of the Course
A. Previous sacial systems have-lnoyn-orises of scarcity, draught, crop
failure, fire, flood, pestilence, war. The crisis was alsays direct,
explainable, obvious; there was hunger because there 7as not enoush to
g0 round - crisis because of contraction of vroduction.
B. Teday such crises increasingly impossible and local.
1. Because of man's mastery of the lavs of nature and ability teo »ro-
duce abundantlz.
2. Because of impreoved means of transportation to overcome local scsrcity.
3. Potential »0ssibilit; of drought and flood control.
C., Capitaliczt crises huve sn element of irrationality, almost,sbstractly
speaking, seen to _have an element of imnossibility.
1, First job is to exnlain ho; it is sos:cible to have a crisis, or series
of crises, involving: b -
a. bxpansion of procuction
b. Excess of unsalable products.
c¢. Idle productive machinery
d. Idle preducers and bankrupt capitalists

"In these crises there breasks out an epidemic that, in all earlier epochs,
would have seemed .n absurdity---the epidemic of over-production. Society
finds itself put backt into a state of momentary barbarism; it cppesrc as
if o fumine, a universal war of devastation, had cut off the supply
every meuns of subsistence; industry and commerce scem to be destroyed.
4nd why?  Becouse there is too much civilization, too much means of sub-
sistance, toc much industry, too much commerce. The productive forces ot
the disposal of society ne longcr tead to further the development of tho
condition of bourgeois property; on the contrary, they have become too
powcrful for thesc conditions, by which they are fettered, and no sooncr
do they bring disorder into the wholc of bourséeis socict,, cadanger tho
very existence of bourgecois property, when they overcomc these fetters.
The conditions of bourgeois society are too nurrow to comprise the wenlth
created by them." - Communist «znifesto
2. Second tusk is to explnin how it is possible to recover by mcreu*mh
the scarcity, or hos it is vossible for capit:slism, once it hos Yover-
produced' to recover ot all.

"How does the bourgeois get over these crises® On the one hand by enforced
destruction of a mass of productivec forces; on the other, by the conguest
of nes markets and the more thorough exploitation of the old ones. *hat is
te say, by paving the way for more extensive and more destructive crises,
and by diminishing the ieans whereby crises are prevented,” - Communist
Manifesto

3., Qur third job is to oxplain. not only shy crises arc possible, but
why they are inevitable, i.e.; thy a crisisless capitalism is immos-
siblc.

4. Qur fourth job is to explain why crises are regular and periodic, hy
capitalism does not slouly dceline in continuous fashion, or slowly
cxpand, but when it wvas exoanding did so rsith a scries of rhythmic
shocks and today whon it is d@eclining, does not decline steadily but
convulsively - shy undor eapitalism there cammet be cither pormancut
prosperity nor permsncnt criscs.
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" As long as capitalism cxists cyclical fluctuations are incvitablc. They
w7111 accompany it in its last agony just as they have in its youth and
maturity." Thoescs of Third Uonzress of the Communist Internaticnal.

5. Our fifth task is to snalyzc the prescnt crisis and thc changes in
the noturc of copitalist criscs in the pericd of canitalist deeclinc,

6, OQur sixth task is an cnalysis of the proposcd remedics for oriscs:
inflation, rcduction of costs, debts and wogcs, plonned copitalism,
foscism, WeR®as, commodity dollar, ctc.

7. And last, rclation of crises to thc end of capitolism snd tronsition
to o crisislcss socicty.
Theese problems ond related oncs require systemotic unécrst:nding of
the catirce structurc of capitclism.

"I ¢t is impossiblc for mnyonc without scriocus ceonomic study to undcerstond
why the cxisting cconomic systom eannot be m:de to work....Pcoplc con
understond ousily enough thit such . system moy 3Ct, and c¢leorly has got,
out of sdjustment ond that it moay brenk dowm entircly. But thoy cannot
but supprsc thit it is .t :ny rote possiblc te put it right." - Strochoy

This lcsson t-kcs up the first problom: How is ¢ crisis of overproduction
possible? How is it pessible thit tho oroducticn of plenty should bring
with it 3ioblcess workers. bonkrupnt copitolists, idlc m-chincry, undispcesable

products .nd miss hunger?

II. Socictics ~rc theorctieslly divisible into twe busic types: Sn~eictics of
planncd production snd ~f unplinncd production; of preducticn f~r us¢ ond
production for profit; commndity and markct scocictiecs and sccietics pro-
ducing usc vi:lues for direet or ot leoust enleulsble ond clascly crmncected
consumpticn.

A. First type: The primitive tribe (on a tribal scale); the oriental com=-
mune {on a crmmunal scale); with scme limitations, the medieval mancr;
future crmmnist s~ciety (on a world scale).

Characteristics:

l. Productinrn directly for use

2. Producti~rn directly social

3. Individual directly a part of scciety, maintained regardless of his
stint

4, Planned division ~f labor;

5. Based ~n planmmed estimate of needs. Only uncertain element is nature.
Only prssible type of crisis is crisis of scarcity, or (in war) of
rovbery.

B. Second Type: Comardity Producticn. Either simple crmrrrdity production
(where »r-ducer ~ms ~m trnls--artisan his implements, peasant lund
and implements) or Capitulist snciety (:7here there is a separstion of
preducer from means of producti~n)

III. Possibility ~f crises inherent in the crwnrdity and market

Ae Coumrdity o unit ~f tue antegonistic elements - & prlarity ~f use value
and excChange value.

B, 4 commrdity is preduced for exchange. 4t is only an emchange value for
its producer. It cannot beccome a usc. value unless it is exchanged, srld,
finds o purchascr. If nct, it is n~t an exchunge vulue for its producer,
0T o use volue £or any cne. (Lan tho esffin memufocturcr use up oll his
unsaleble erffins?)
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C. Cormodity must muke o selte mortale if its value is not t~ perish.

IV. Money reliticn - tho extensira ~f the P ssibility and secopg ~f
C-ﬁ-C"

e

#ith producti-n for sale, and the prs

sibility ~f prcducti-n frllcewed

by failure tr sell. we get the possibility of crisis.

1, Thce market is o 'blind regul.for.

soeizl, for snciety, and ~n a

Men's labors crec still in fact

wider scale of sceinl divisinn oFf

lober than ever, but nc qu-tas arc assignod.

2« Neither that sheuld be made
b. Bor ho7 mich of it
C. Hor hoy

mach timc con be prefitably oxpended °n it.

Only «fter it gots to morket, thot is, cx post foeto, con the com-
nedity producer find out t° whot cxtent his individw:l 1 ber wos

v

sccially necessary labor (the value “f his product) or shether it

May find y~u weren't working for s ciety, and still s-rse, s

&

was sreial labor at all.

G
iety wasn't 7 rking for you.
Planless productirn is inherent in productic-a for the market.

Lngels: The law of value is"a Loz which can only assert itself by
by perirdical rev-luti~ns. It is n~thing but a las cfnature
resting »n the uncrnscicusness ~f the perscns c ncerned =
Capital V-1 I Lveryman Edition, p 49 n-te
Saltn si-rtale
Marx: "In ~rder that a cmvdity may in practice gunction as an exchange

vaiue, it rwust quit its brdily shape, rmst bransfrrm itself from

imaginary grld inte real geldesso(this feat) may be
ficult..ethan it wus to 5. derone
Capital p. 80

mere aif-
tc put off the ~ld Adan"

3lind Divisi~n ~f Eabor

begen expended upon
it shall be ~f & s~cindly usefuld kind, ~f 2 kind that ‘c nstie
tutes "ne nf the branches ~f the s~eizl divisirn ~f lob-r,
the divisicn of lober is o produetive rrgen £ sprntonecus
groathy it has grosn up, cnd e ntinues t° gr~y behind the
bucks rf the prrducers f crmxirdities.” B4

4 given commrdity mey contain ryre luber thon sceirlly neces-

"eooit ic necessury that the laber shich has

D)
iy

Do

Bary, "r o Jhhle brinch may thrugh n~ single picce dress RIt
18 cuse (nf)..q'cuught teogether, hoaged tegethor': Pe 8D

. .

i
1o circuliticn °f corunditics is effectcd by the mediwm ~f

mmey. The comacdivy producer sclls it ¢ buy - nes eomrdity.
1. Exzchcnge thus scporated inte s:de nd 1 parehusss

£3
e

b, But pr-ducer i may sell,

Vulgar ecrn-nists, folloving

S8y argue thut every
& purchase, ne

therefrre there is n~ rupture prssible.
get nmoney, and then delay in buy-
ing. His vslue is thus tied up in a moaey heard.
Chain ~f purchuses and ssies is thus broken.

8
AL LN

If this puen ne-

n~n beehres gencral, @ orisis ~cours.
e sec then that crmnditics arc in lcve with mcuey; but the

Vs
'course of truc 1ove never did run crirotle'd Cane 1 85

But

sale is also

The endless
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Marx: "These forms therefcre entail the possibility, though nothing more

than the possibility, ~f crises. The ¢ nversi~n ~f this mere prssi-
bility int~ a reality (and a necessity = B.Y....) &8 the result of a
lrng series of relatinrns, that, from cur present standprint ~f simple
circulatirn, have as yet n~ existence." Capital I p. 92

V. Credit = the lengthening chain = the further extensirn of the possibility of
crises.
4, Momey now enters n-t merely as a medium ~f exchange and measure of value

but as a means ~f paygent.
1. Seller sells, but dresn't realize value in cash.
Z. Buyer buys but d-esn't pay. wWhen this becrmes general, the buycr
must resell the samc commedity (merchant) or cthor comwrdities boee-
fore he can pay.

B. Lengthening chain ~f credits devcelops. A sells tr B who resells tn C

who sclls tc D etes and none pays. when E pays D he can pay C and C
can pay B and B can pay A. But if E cannct pay? Thus A can g on for
a long timc bclicving he has scld his cormnditics and kecp on meking
nore, cnly teo find at the last that they arc being rcturncd, were ncver
snld at all, and that he has o let of eo~ffins ~n his hinds. Actually

2 chain of salcs may ncver rcach the ultimatc crasumer, and yet be fi-
nancing furthor expansicn ~f preducticn for some: timc. He may cven be
roinvesting the imaginury profit £or enlarguncnt of productive plant.
Strecan of comacdity follows stroam, ond industry may be apparently
flrurishing £ r srme tine before it beceomes apporrent that provicus com-
moditics have not really rooched their destinction ond production hos
gon¢ beyrnd deronds Then crmic the returns, the price drops, the mud
seranmblc for cish, thc bankruptcics, the snlc ot cmy pricc ¢~ raisc
c::sh for scttlomant of dcbts.

Credit thus helps to exploin the convulsive cxponsions ond contr .cticns,
But it is not the sele cuuse of poricdieity os e shall sce, nnd Strochcy
is mistoaken in s:ying:

"If wc com imagine o crcditlcss cpit-lsim in which every transcetion
Wwas medistcd by hord ecsh, then it is truc thet the cscillqteory farm

of thc crisis, but not the crisis itsclf might be ubrlisheds W should
get o slow, steady decline ~f the rate ~f profit vhich would act upen
the systen like o crecping parclysis." p 313  (Strachey 2lso ~ttri-
butcs crises toe ezclusively to the £alling rate of profit) The

credait system however, oxpands ond ceccloerates the vinlence of criscss

Marx: "The crcdit systom appeors s the main lever of averproduction and

averspeeulation in cormerce snlcly becnusc the process of reproduc-
tion, which is c¢lostic in its naturc,isherc forced t- its extremc
limits. It is so foreecd for the reascn that o large part °f the sco=-
cinl espitcl is emmloyed by peeple whe de not ewn it ond vho push
things w7ith far less coution thin the omer, /he cnrcefully wéighs

the prssibilitics of his private copit-l, hich he handlcs himsclf.
This simply demenstrotes the fret thot the prrductirn of values by ci-
pital based on the antagonistic nature of the capitalist system per-
mits an actual free devolopment up to & certain point, so that it
constitutes an immanent fetter and barrier of production, Jhich is
continmally overstepped by the credit system. Hence the credit sys-
tem accelerates the materizal development of the forces of production
and the establishment of the vorld market. To bring these material
foundations of the ne: mode of production to a certain degree of per-
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fection, is the historical mission of the cajitalist system of pro-
duction. At the same time credit accelerates the violent eruptions
of this antagonism, the crises, and thereby the develoment of the
elements of ddsintegration of the o0ld node of productions! ===
Capital Vol. III, pe 522

D. Wwhen a crisis occurs, the credit expansion gives extreme violence to
the crisis.

Marx: "The sudden reversion from a system of cfedit to a system of hard
cash, hcaps theoretical terror on the top of »Hractical panic; and
the dealers by whose ageoncy circulation is cffected tremble beforc
the impenetrable mystery in vhich their osn relations are involved.™

1. Previously, cconomists and busincss men, Morz points out, werc
declaring money illusory and goods 'rcal wealth". Nowv zoods be=-
come worthless and only gold cnd silver is wealth. And all the
gold and silvc:r in the world turn out to bc un insignificant frac-
tion of th¢ cnormous domonds.

Marx: "As pants the hart for cooling strcums, so docs his spirit pant
for money, the only wculth."

V. There arce further possibilitics of criscs in covery phonorenon charactor-
istic of capitclist socictys Thiat is why Marxz's thceory of criscs is
"scattercd” throuzhout the 3 volumcs of Copital, "thceorics of Surplus Veolud®
and other sritings.
But tho didtinctive Marxzion vier is that crisis is not moerily o possibility
under capitalism, but that eriscs arc inevitablc under e oritalism. Thnt cos
rrics us to the next lcssons,
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Lecture III

The Inevitability of Crises under Capitalism

comoodity production, i.e. production for the market, lies the possibility
crises.
In the polar antagonism between use value and exchange wvalue.

In the scparation between purchase and sale.

"No crisis can exist without purchase and salc becoming separated and enter-

ing into contradiction with each’ other,"
In the general complication and extension of the market.
As long as the market is loecal and limited and easily calculated, and product-
ion is restricted to use, local consumption or customers' orders, and further
restricted by guild limitations, and most things still produced for use
rather than sale, a gencral erisis cannot occur, tho partial, local crises
and individual bankruptcies can.
In credit, in money used as a means of payment, with the consequent possib-
ility of illusory sales, of goods piled up on middlemen's shelves. This
makes possible a financing of further expansion of production by illusory
sales long after the limits of thc metuwal markct have been overstepped and
overproduction has occurrcd. Hence the first period of a crisis often
gives the appearance of the greatest wave of prosperity.
In fluctuations in the price level (due for example to changes in tcchnique),
Between the time of the sale on credit, with money as a mere theoretical
measure of value, and the time of payment of the money owed (whiech usually
requires a preliminary rcsale) there may have been a change in the value
of the commodity. The final sale may have to be at a price far below that
duc on the unpaid purchase, ;
In fluctuations in the value of moncy, which become ever more serious in
effeccts as the eredit chain lengthens.
In thc possibilities of a disproportion betwecn onc branch of industry and
another.

IT. Under capitalism all these possibilitics expand enormously.

A,

D,
E.

F.

Ge

The commodity system becomes general -- everything for sale.,
Even things not produced for thc market like land, labor power, etc. dev-
elop a market, acqguire a price, beccome an object of purchase, sale and
investment,
ILabor power becomes a commodity.
A gap and antagonism develops between the value created by labor (a category
existing under simple commodity production) and the value of labor power
(peculiar to capitalism). :
Thus the actual producers no longer receive, and can no longer purchase,
the equivalent of the valuc created by their labor,
The moncy relationship becomes generale
The credit relationship develops cnormously.
Production and ultimate consumption, sale and purchase, purchase and
payment, cte. become separated by an ever-lengthening chain,
The market becomes a mational and world market and becomes ever more in-
calculable,
Enterpriscs beeome larger, production more concentrated, and mechanized, so
that it produces increasingly at a rate which is independent of the market
and dependent on its own inner laws, e
l. The technical nature of machincry,
2s The growth in fixed costs.
8. High value tied up in constant capital, especially machinery.
b. Rapid rate of depreciation and "moral" obsoleseence,
¢« Increase in pcrmancnt teehnical, managerial and maintenance staffs.
d. Figh costs of sclling and advertising apraratus.
€. Debts and interest charges.
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3, Competition, which recquires that cach enterprise should produce as cheap=
ly as possible, introducc labor-saving machinery and displace as much
labor as possible, and use the most productive machinery possible.
4, This requires production on a lerge seale, the larger the output, the cheap-
er the cost of production per unit.
5, The pressurc of unused productive capacity
Capitalist production becomes ever morc roundabout, and whole industrics
dévelop which produce not commoditics for the consumer but mecans of prod-
uction for other industries., In this lies the possibility of 2 major dis-
proportion between thc industries.

Marx: "With the development of capitalist produection, the seale of production

becomes less and less dependent on the immediate demand for the product
and f2lls morc and more under the determining influence of the amount of
capital available in the hands of the individual capitalist, of the instinct
for thc creation of more valuc inherent in capital, of the necd for the
continuity and cxpansion of its processes of production." (Capital, II).
"The capitalist mode of production has a tendency to develop the prod-
uctive forces absolutelyesses regardless of the social conditions under which
capitalist production takes placc,"
"Capitalist production maturally implies production without regard to
the limitations of the market." (Theories of Surplus Valuc.)

III. Capitalist production not only develops crises from a possibility into a reality,
but into a necess ty. Capitalist production is based upon such inherent interna}
contradictions that it makes crises inevitable as an expression of those contra=
dictions.

A

Capitalism abolishes private property in the mesns of production and produets
by the producer, and makes production, division of labor and means of prod-
uvetion social, but subjects this social production to individual owmership
and appropriation by the small number of capitalists.

Engdds: "This contradiction, which gives to the new mode of production its

capitalistic character, contains the germ of the whole of the social antagon=
isms of today. Ihe greater the mastery obtained by the new mode of production
over all important fields of production and in all manufacturing countries,
the more it reduced individual production to an insignificant residium (iece
simple commodity production=-B.D.W.}, the more ckearly was brought out the
incompatibility of socialised production with capitalistic appropriation....

"The econtradiction between socialized production and capitalistie
appropriation manifested itself as the antagonism of proletariat and bourg-
©01SicCese

", ee.with the extension of the production of commodities, and espeeially
with the introduction of the capitalist mode of production, the laws of com-
modity-production, hitherto latent, came into action more openly and with
greater force.

"It became apparent that the production of society at large was ruled
by absence of plan, by accident, by anarchy; and this anarchy grew to groeater
and greater height., But the chief means by oid of which the capitalist mode
of production intensified this anarchy of socialiszed production, was the
exact opposite of anarchy. It was the inereasing organization of production,
upon 2 social basis, in every individual productive establishment... The
contradiction between socialized production and capitalistic appropriction
now presents itself as an antagonism between the organization of production
in the individual workshop and the anarchy of production in society generally.
(Anti-Duhring, Section III, Chapter II)
The motive of simplc commodity production is not merely the production of -
use wvalues, but of exthange values. The motive of capitalist production,
and its driving foree, is not merely the production of exchange values but
the expansion of capital, the production of exchange values containing surplus
value. It is production for profit.
1. Capitalist crisis is not a general overproduction in excess of human necds,
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Nor too many means of production to be employed by the working pepulation.
It is an overproduction of means of production and commodities from the stand-
p01nt of production for profit,
Marx: "Capitalism comes to a standstill a2t a point determined by the productlon
and realisation of profit, hot by the satisfiction of social need.”
Barbara Woolon: "Plan or no Plan",
Miovements of profit tale precedence of all other price changes, since the
prospeet of profit is ordinarily the first indispensable stimulus to production,
It is only after somcone has smclled a profit in the air, that the workers,
whose job it is to make the goods that mect the demand that offers the profit,
have 2 chance to get to work. In other words, the satisfaction of consumers’
needs is achieved, so far as it is achicved, first thru the stimulus of profit,
and only secondarily and indirectly becuusc a hungry and cager consumer is o
magnet for workers equally eager to make him what he wants. So also the con=
sumer gocs without, when thc utmost price that he ecan and will pay is insuf-
ficient, not just to provide a living for those who would work for his satis-
faction, but rather to yield a profit that will inducec somconc to employ those
wouldbc workers." (p. 44)
Production stops, not beeause socinl need is satisficd (it eannot bc) nor because
therc is a shortage of means of production or labor power, nor even because the
arket is unable to absorb any more goods (within certain limits the demand will
deercase if the price is lowcred) but because further commodities will not
feteh a price sifficient to yield a profit.
Marx: "The prodess of production aprears merely as an indispensable and intor-
mediate link, as a necessary cvil of money-making. All notions with a capitalist
mode of productlon are seized periodieally by a feverish attempt to make moncy
without the mediation of the process of production." (Vol. II, p. 64).

2+ The three questions:
l, Is there moncy in it?
25 I8 it legal?
3¢ If not, where can I get a good lawyer?
3, Aim of cwpltﬁlqu production is:
2.) Not production for use (as in non-commodity socic ties)
b.) Not production for exchange and use of produet acquired by cxchange (as in
simple commodity production).
¢.) But production for profit, for surplus wmlue, for the sclfeexpansion of
capital,
The hunger for qpyroprlﬂtlon knows no limits.
But production stops the moment profits stop. And the criteria of profit and
social need diverge cver more widely.
If restriction promises more profit. than expansion, ecapitalism will restrict.
ef. monopolies c¢te. as well as conduet in a erisis,
If destruction promises more profits than production, ecapitalism will cven destrog
examples: .
2.) AAA
b.) NRA codes
c.) British shipyards dismantling by the "National Shinbullders Security Ltd,
"And now thc Shipbuilders Seeurity have got tho yesrd (at Jarrow & one-industry
shipbuilding town--B.D.W.), there cannot be another ship built here for 40 V‘ 1 o Dl
(quoted from Evening Standard, Oct. 9, 1934, in Strachey, ps 294).
d.) British govermment S40e W0 Aiemantle spindles.

Contradiction between absolute develorment of productiwe powers and limitations

of market under copitalist rclations. -

1, Tendency in capitalism to absolute productivity, divoreed from actual relations
within which eapitalist production takes place,

Marx: "The mcasurc of surplus producticn is eapital itself, the scale of producte-

ive conditions ot hand and the limitlcssdrive to enrichment and capitalization

of the ecapitalists, but by no means consumption.” (Vol. II, 263)

-
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2¢ But the same system tonds to depress systematieally the absorptiwe powor of

the mass of produccrs.
Marx: "Contradietion in the capitalist mode of production: the loborers as buyers
of coomodities are important for the market. But as sellers of their own
comnodity-~labor=power=~capitalist socicty tonds to depress them to the lowest
price. Further contradietion: the cpochs in which eapitalist production exerts
all its forees are always periods of cver~prodvetion, beeause the forces of
production ean never be utilized to such a degres that morc velue is not only
froducod but nlso reanlized; but the sole of commodities , the rcalization on the
commodity capitnl, and thus on surplus vluc, ig limited, not by the consumptive
demand of society in general, but by the consumptive demand of g8 socicty in
which the majority are poor and must always remein poor,” (Note on Criscs in
ms. of Vol II, inserted for futurec claborntion, p. 363, note).

3. Competition drives oach eapitalist to produce as much and chaply as possiblc,.
Engols: "It is o frantic struggle, which earrics away even the most expericenced
and phlegmatics goods arce spun, woven, hamaered, as if all mankind werc to be
newly gquipped, as tho two thousand million new consumers had been discovered
in the moon." (Condition of Working Class in England, p., 84).

4, The samc inexorable laws of competition drive to an ever inereasing produet-
ivity of lobor, and an evor deereasing rclative number of loborers (rising com-
position of eapital) nnd an cver deercasing share for the producers of the
value of their produet (rising rate of explotintion).

Lenin: "It is just this cxtension of production without o corresponding extension
of e¢onsumption which corresponds also to the historicnl mission of capitalishm
and its soeial structures”

Contradiction between drive for inereasing profit in individual workshop and
requirements for profit of capitalist class as n whole,

Very struggle of eapitalists to inerease profits leads to the tendency of a
falling rate of profite.
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Lecture IV
The Nature of Crises: Violent Expression of All Contradictions Inherent
in Capitalism

%
I. Capitalism is the most contradictory or antagonistic form of production.

%, Capitalism abolishes private property of the producers in the means of
production and product, only to reestablish private property in the form
of the monopoly of those means by a class of non-producers--the capitalist
classe.

B, Capitalism renders production socizl on a scale unparalleled 1n history

both

a. In the individual factory with its belt line, assembly, etc.
b, and in csociety as a whole with its world market.
c, and in banking and credit with their rudimentary social accounting

: and concentration of capital funds and control.

But appropriation, ownership and arbitrary control remain individual in a

narrower sense than ever in human history. A relative hendful of men can

say, yea or nay to the wholeproductive process, society's very life-process,
according to whether it increases or deereases their profit, their control,
their ovmershigphf social wealth.

Capitalism develops the highest degree of planfulness within the factory--

planned integration to maximize productivity.

And at the same time, the highest degree of planlessness--planlessness integ=

rated on a world secale=-=in society as a whole,
D. Capitalism contains within it forces driving to the absolute extension of
production.
l. The urge for surplus V11ue, the self-expansion of capital.

g 2. The urge for the reinvestment or capitalization of surplus value--the

% accunulation of capital,

; 3., The reduction of production ccsts, by speed up, intensification of labor,

~inerease in the :- .as  of raw materials handled by a given number of

lahorers, increase in the mass of machinery set in motion by a given
number of laborers, checapening of the value of labor-power, ctc.
(Increase in productivity of labor or proportion of constant capitel to
variable capital; increase in relative and absolute rate of exploitation
or proportion of surplus value to variable capital).

4, Growth of machinery and technique and of magnitude of industry producing

o means of production. is

5. Coppetitive drive of each individual capitalist to reduce/gost of prod-
uction below the average (introduce superior techhique) and then of each
remaining capitalist to cateh up with the superior technique or perish,

6. Capitalism drives each producer restlessly to seek to inerease his rrof-

its (by introducing superior technlque) and thereby tends to develop .
a falling rate of profit for capital as a whole. (longlng rate of wari=-
able to constant and total capital, whereas only variable ¢apital is
productive of surplus value).
7+ Growth of concentration and centralization of capltal--larger and lsrger
aggregations of capital in fewer and fewer hands
-84 Extension of the capitalist system to all the ends of the earth,

Werner Sombart: "The modern business man is drawn into the transmission belts of
his establishment and revolves with them, There is no room for his personal
virtue because he is in a dependent position. The force by which the estabe
lishment subjugates its master is competition, which drives the establishe
ment along the path of unlimited expension., There is no point in the devel-
opment of business at which one could say tenuffts The business man is
confronted with the dilemma, either tq grow and oxpand or to retrogress and
be ruined." (From The Bourgeois)

T2
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At the same time that ecapitalism drives ceaselessly to the absolute

extension of the powers of production of socidty, it also drives = "I

1 - towards the contlnuous reduction of

- -

and nbsolutc surnlus v“lue to maintain and augmenn the rate of proflt.

2., The relative number of 1aborers compared to the totel machinery and
materials, and the total capital involved,

This antagonism between the social nature of produetion and the individual
nature of appropriation, between planfulness for production in the work=-
shop and planlessness on the market, between absolute mass production and
limited mass consumption, expresses itself in the form of a periodic over=-
stepping of the limitations of the capitnlist marketpy constantly extend=
ing production. Capidtalism is constantly acting as a check on its own
production, constently expanding production beyond the limits of its own
social relations. Hence it produces the contradictory phenomena of too
much and starvation, too many produets on the market and too féw products
in the hands of the masses, too much capital and toofnuch labor, falling
prices and mounting need and inability to pay.
Hence the real barrier to the indefinite expansion of the productive powers
of mankind is not a physiecal barrier, not a human barrier, not a technieal
barrier, it is a social barriere-the real barrier ik capitalism itself.
Crises represent the violent explosion of an ever-mounting accumulation of
contradictions, the violent expression of nll contradictions inhereht in the
capitalist system.
Crises are not only necessary under capitalism, they have a definite soeial
function to performe-the temporary relief of accumulated social antagonismg.

- II. Critique of the Vulgar (Reformist) Underconsumption Theory.

A,

.Be

To state that goods can't he sold because they can't be bought, explains
nothing=-=it is a pure tautology.

It leaves unexplained how it can come to pass that scciety which never pro=
duees more than 1t can hymanly consume, can produce, must produce, more than

it can capitalistically consume, i.e. with 2 profit+to the owners of industry
But to state that crises can be avoided by a mere increase in wages, or

"issue of purchasing power in the fom of bonuses, new currency, subsidies,"
ete, leads from empty tautology to fundamental error,

1. Underconsumption of the masses is age 0ld., Crises of overproduction are
characteristic only of capitalism.

2, Consumption follows: from productive rels .tions. The phenomenon of under=
consumptlon in its copitalist form as the opposite pole of overproduction,
is preclsely the problem to be explained

3. If increasing wagegwere thefolution, egch erigis is normally precedcd by

" such an expansion of industry that

&« The number of laborers increases.

b. The steadiness of employment.

c. Even the level of individual wage generally rises.

4. Not only does the consuming power'of the masses increase, but profits,
middle and upper qlass consuming power, luxury demand, eto., increase also.

5+ Thus, this inerease in purchasing power which should prevent or curc erisc:
actually occurs normmally on the eve of every crisis arid as a herald of its
approach,

6o An "excessive" incresse in wages would only hasten erises and slow up re-

soveries~«"excessive" meaning a cutting down of profitability of pro=
duction,

This Strachey distorts into a fatal error--the belief that crises are
actually caused by the "excessive" rise in wages and mass purchasing
power-=the opposing pole of the error that believes they can be prbvented
by wage increases,

Merx: "It is a pure tautology to say that &rises are caused by the scarcity

of solvent customers, or of a paying consumption. The capitalist system
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does not know any other modes of consumption but a paying one, exeept that
of the pauper or of the 'thief',.es But if one were to attempt to clothe
this tautology with the semblance of a profounder justification by saying
that the working class receive too small a portion of their own product,
and the evil should be remedied by giving them a larger share of it, or raise=
‘ing their wages, we should reply the crises are precisely always preceded
“by a period in which wages rise generally, and the working class actually
gets 2 larger share of the annual product intended for consumption. From
the point of view of the advocates of 'simple! (1) common sense, such o per=
"iod should rather remove a orisis, It seems then that the capitalist prod=
uction comprises certain conditions which are independent of good or bad :
will and permit the working class to enjoy that relative prosperity only
momentarily, and at that alwnys as a harbinger of & coming crisis.

(II, pp. 475,6)

7+ Stracheyt!s misinterpration of the Above Passage.

Strachey: "It may be true that it was the rise in real wages, the very rise
in consumers! demand, which undoubtbdly tock place in 1929 and 1930, which
precipitated the slump. For this rise, while it was too small to do much
to relieve the glut of consumers' commodities, may have bcen large enough

* to prove the last straw to the rate of profit." (P. 296).

Even the empirical fact is wrong in this case. (Ses Cdrey).
Strachey further confuses Marx's "harbinger" of the crisis, with his own
term "proximate cause’ s

"the proximate cauSEss WS precisely the en@arganent of consuming power
which took place in 1929 - 30." (P. 333).

-

And further ascribes the length of the depression to "a failure on the ,
part of the capitalists to cut money wages fast enough to prevent real wages

from rising." (P. 333)

A dengerous as well as false argument,

a« They cut plenty.
be Real wages ‘did not rise during the depression, quite the contrary.

Strachey's further argument ascribes the growth of modern crises to improve=-
ments in the condition of the working class, the opposite of Marx's theory
of increasing misery.

"In Marxian terminology, the price of labor power rose above its values This
at once setup a grave disturbace of the system," (p. 335).

"In America during the great boom of 1924-29, uhere is same reason to suppose
that probebly for the first time, and certalnly for the last time in the hist=
ory of capitalism, the rate of accumulation outran the supply of awvallable
labor power, bid up its prices...Unemployment was as near non-existent as it
ever can be under capitalism." (P, 334) {
Rather the opposite was the case, i.e., there was
le For the first time an actual decrease in the size of the working class
tnder prosperity.
2e A growth of technological or structural unenployment disemployment .
Se¢ This was only partielly concealed by the growth of secondary luxury
and distributive (salesmen, advertisers, etc. ) and personal service
trades, and the export of much of the surplus capital or its entrance

into speculation.
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We will have more to say about the falsity of the "underconsumption" theory
when we take up the relation between the various branches of industry,

III, The Problem of Periodicity.

X, A crisis is a general accumulation of contradictory developments to the
breaking pointe.

1. Production extends till it extends beyond the limits of capitalist re-
lationships. Then comes an overproduction, a fall in prices, a collapse
of profits, a discharge of workers, a Withdrqul of capital from operation,
a contraction of demand, a tailspin,

Problem why doesn't it contract indefinitely? Why are not crises per=-
manent? What "positive" function is performed by crises which makes
- recovery possible? ;

B. The modern credit system enables this overexpansion to proceed some distance
before . it is felt, Therefore the overexpansion is greater, the reaction more
.violent, v
l, But this does not mean as Strachey and various bourgeois economists

have maintained, that the expansion thru eredit couses the cyclical
-erisis or (in Strachey's case) gives it its cyclical nature,

Btrachey: "If we can imagine a creditless cepitalism in which every
"transaction was mediated by hard cash, then it is true that the oscill-
atory form of the crisis, but not the crisis itself might be abolished."
p. 313 .

This leads to conclusions having kinship with:
Douglass: Let's expand credit indefinitely,
Figsher: Let's keep money and credit fixed and controlled.
Robinson (Buchen): If we give credit only on merchandise or production
operations and not on real estate and stocks, capitalism can be
saved such crises as 1929,

Credit does not in itself explain overexpansion, overproduction. It is

merely & sort of "elastic clause" atteched to the real causes, and stretching
them further, It explains merely why the overcxpansion cen proceed for a long=-
er time before it is felt, and why the reaction is then more violent., In that
sense Robinson is the soundest of the threec with his contention that a curb

on speculative credit would lessen the extreme features of crisis. (But the

very developments of modern capitalism inevitably strengthen its speculative
features,)

C. There is neither a crisisless capitalism hor a resoveryless depression
possible, The cycle is an inevitable feature of capitalism as truly as is
depression itself,
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Lecture 7

The Periodicity of Crises

1. Crises are the violent expression of all the contradictions inherent in the
capitalist system. Its main roots are:
A, The anarchy of the market.

Ce

Dae

1., Production for the market - commodities.

2, Possibility of rupture between production and realization of value.

3. Of rupture between sales and purchases.

7. 0 Credit.

5. Speculation.

6, Incalculability and fluctuvating character of market,

7. Market as blind regulator of production and division of labor. Crises
as an implacable restoration of equilibrium between production and market.

The limitations of the market due to the social conditions of capitalist

productione

1. Exploitation. Producers can purchase only a small part of product. -
Existence of surplus valuc.

2. Capitalist accumulation, The capitalists cannot consume all of the
surplus value. Part is reinvested which further expands production,

3. Tendency to the absolute develomment of the productive capacities of
mankind regardless of the limitations of the capitalist market.

The unequal development of the different industries and different portions

of the social capital. The possibility, even inevitability of disproportion=

ality and discquilibrium.

The tendency to a fhlling rate of profit,

II. Bxamination of a business cycle = the Pick Up ("Recovery").

.A.o

De

Let us begin with a pick up,due to

l. Opening of new murkets, thru cheapening of prices and production costs.

2. Thru industrialization of new regions and extcnsion of foreign trade.

3. Development of new inventions and new industries.

4. Shortages and depreciation developing out of previous depression, ete.

The new demand is at first capable of supply by existing productive

machinery.

l. Companies on part time go on full time.

2. Shut down plants reopen.

But as demand continues supply proves inadequate causing

l. Rise in prices.

2. Rise in rate of profits,

5+ Begimming of cxpansion of existing enterpriscs and opening of new enter-
prises.

But capitalist production is roundabout.,

l. A greater demand for textiles after certain point requires--

2o Production of textile machinery by machinc faetorics, which after a
certein point requires--

3. Additional steel mills, iron mines, coal mines, elce.

4e Also above development requires expension of cotton fields, opening of
additional power houres.

6. And absorption of industrial reserve army and training of additional
workers.,

As the cxpansion of these industries producing means of production (machin-

ery and raw mterials) takes some time, supply lags bchind demand and prices

and profits continue to rise.

ls In the textile industry, causing opening of more textile factories, which
in turn increascs still further the demand for machinery and raw mater-
ials, further raising priges and rate of profit in means of production
industries,

(ote: From hore on means of production arc called MP and means of consump=
tion MC). :
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2. Hence prices and profits rise especially in MP industries.
%, And since they take a long time to develop, capital keeps rushing in
to them for some time attracted by super-profits.,
4, This situation in which supply lags behind demand may last for years.
?. During this period of lag, the opening of fresh steel mills, iron mines,
coal mines, machine shops, increases number of workers, creaﬁr#frosh
demands for cotton goods and other MC, but these industries do not pro-
duce any MC (only MP which for a long time are not ready to produce MC).
Thus demand continues for o long time to increase faster than supply
and prices and profits continue to risc,
¢, The enlargement of the MP industries creats demand in and stimulates
many MC industries. But cach of thesc requires in turn fresh machinery,
coal, iron, steel,
The cnlargement of any industry whatsoever at certain point thus tends to
evoke an enlargement of industries producing irom, coal, stecl, machincs.
Honee the MP industries ore the most responsive to a pick up.

Examination of & business cyele-~the Booms ("Prosperity")
Ae A1l 0ld plants run at full blast and a whole train of activitics are
set in motion to open new plants.
B. Money is borrowed at constantly higher interest rates ns the rising profit
rate bocomes rmorc clluring.
Ce Wagos risce
1. Beeause more workers are employed -~ total payroll,
2, Tach is employed more steadily.
3, The workers become more confident as jobs become more plentiful and
the industrial reserve army's pressure is reclieved, ‘
4, The employers become more “"generous" as they cannot afford to be inters-
ruptcd by strikes and high labor turnover.
D. Rents risce.

1. Of coal mines, iron mines, other sources of raw mterial including
agricultural raw material,

2. Irm roents risc as prices of farm consumers' products risc.

3. Especially rents of superior location sites rise r.s more and more
busincsses open, available sites are taken up cnd urban working pop=~
ulation grows,

E. Commercial profits rise os producers capital presses f
for purposes of reinvestment,

F. Speculators’ profits risc as more and more stock and bond issues are
floated to seccure capital for further expansion,

o1 quick turnover

Engels: "Little by little the pace guickens. It becomes a tret, The industrial

IV. BExamination of o business cycles== Overproduction (Outset of o

trot breaks into a canter, the eanter in twin growe Into the headlong
gallop of a perfect steeple=chase of indusiry, commewrsinl credit, and
speeulation, which finally, after breakneck leaps, onds where it begon--
in the ditch of a erisis.”

crisis).

Ae Unable to gaugc the market, finding it always in oxcess of supply, stim-
wlated by prices and profits, rushing into the profitablc muans of prod-
uwetion industries which for @ long time create frosh demend but not cone
sunption goods, industry finally reaches a stage where the great masscs

of new machines are ready to produce consumers' goods, end tho machines which
have produccd those machincs are ready to produce mors machines which will
produce more consumers goods, end suddenly, withoul any contraction, even
with some cxpansion of the market, the capitalists find that they have ox-
panded their productive apparatus too much. (too many consumers commoditics,
too many machines ready to produce consuncrs goods, too many machines reody
to produce more machines, cte. )
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Supply no longor lags behind demand, but vice versa.

Some plants, the weakest in set up, il and workers are fired and the
merket begins to contract,

Textile plants eote. cease ordering machinery, and the production industries
(whieh cxpanded most during the boom) have no market at all., They shut
down almost completely. MP industries are most scnsitive to a boome They
are also hmost sensitive to o depression.

The shut down of mines, stecl mills, machine shops, etee. cnormously contracts
the market for consumers goods.

The eredit crisis, monectary erisis, stock exchange crisis cte., appear earlier
or later but inevitably es accompaniments, sometimes as apparcnt precipit-
ators of the basie phenomenn deseribed above.

During the prosperity the capitalist has been reluctant to spend his profits
on himself., He has desired to reinvest them, tempted by big profits and
foreed by ecnergetic competitions He has bought morc and more machinery and
plont. Now it all appears as excess productive capacity, only partly paid
for, cating up rent, interest and overhend, idle fixed capital incapable

of being any longer withdraym as 2 hoard or spent on luxuries, or converted
into some other type of investment. (And what type of investment is pose
sible?) Henee to use it, to meet rent, interest, indcbtedness, overhead, cte
it must be useds The stream of goods continues, and prieces fall,

Prices no longer cover constant arnd varioble capital much less surplus

value. Profits ceases ILosses begine Bankrupteics ensuc. HNon-payment of
indebtedness followse Capital goods industries come to a total standstill.
Means of production industries shrink but far less. The crisis ie on in

full blast, and since machinery perishes but slowly, it will be a long time
before the means of produetion industries will revives

erial basis for the perioditity of Crisess

As Modern industry began with the industrial revolution., First in BEngland and

B

C.

Mayrx:

D.

Moy

then in America nnd éontidental Burops after War of 1812 and Napoleonic Wars,

All started new mothods of production together therefore a general erisis

about same time 1825, 1837, ctoc. '

This wns intensified by intermtional trade, eredits, payments, cte,

At end of crisis, new technique and new plant started in all industries

and advanced countries at vbout same time,

The eyele of fixed eap ital turnover is o long one and depends upon fairly

uniferm determinants -~ namely physieal obsolescence and moral obsoleseence,

"essthis cyelc comprising & number of years, thru which cnpital is com-

pelied to pass by its fixed part, furnishes a motorinl besis for the

periodicai, commercinl eriscs in which Business goes thru succossive
periods of lassitude, average astivity, overspeeding and erisiss It is
truc that the periods in which capital is invested are difforent in time
and plrce. But o erisis is always o starting peint of a large amount

of new investments. Therefore it also constitutes from the point of view
of soclety, morc or less of a new miterial besis for the next eyele of
Mtnovers” | (Volw IL, pe 231) |

Onee started the rhythm tends to perpetutate and intonsify itself~~bccomes

the condition of its own continuance.,

z: "Just a8 the heavenly bodiws, when they have once been sterted in motion
along o particular path, continue thet motion for an indefinite temm, s
does socinl production eontinue on its course, when once it has becn
sterted upon this movement of alternnting cxpension and contraction. What
were cffects, in turn beecomc causes; and the vieissitudes of the whole
process, which continunlly reproduccs its own determinants, assume the
form of periodieity." (Vols I, p. 700),
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Lecture VI

Capitalist Equilibrium, Price Cycles, and Falling Rate . of Profit

I. The Problem of Capltalist Equillhrlum.

A, All increases in productlon of means of productlon must inevitably carry
with them an increese in the production of consumers goods.,

1, In this connection, we must analyze the nonsense of schemes for pro-
ducing more and more means of production without increasing the pro=-
duction of means of consumptlon. :

Strachey does wrong to take this too seriously.

2. To prevent a rupture in equilibrium between the two departments

(I - means- of production, II - consumers goods) it is necessary that the
, ‘production of the latter increase much faster than the former.

B. Once a producer in department II acquires a new machine, he does not re=
quire another one for many years, e.g. 10 years,

To praduce more machines the enterprises in Dept. I have themselves enlarged

their plant and keyed up productive capacity, They must now find new

purchasers, either thru
1. Opening of new enterprises
2. Opening of new but related industries requiring seme types of machines
and materials.
3. Foreign markets as in 1 and 2,
4., 01d enterprises still willing and needing to expand,.
o The 0ld customers now need only a theorstical l/ﬁO of a machine per year

- and don*t buy till end of 10 years.

Ce Still worse Dept. I has not only geared up productive capacity but may also
reinvest some of profit for further. expansion.

D, If the means of production industries find a static industry which repro-
duces only on the same level each year (however high that may have seemed
when first reached) that itself means excess productive capacity durlng

 the years between the second and the tenth (renewal time), hence a crisis -

in bgsic industry.

Only on the condition of constant and ever more and more rapid expansion
of Dept. II can Qept., I avoid a ¢risis of over production,
But Dept. II can only keep expanding faster and faster if the market
for consumers goods is doing likewises s :
Once more we observe the tendency of capitalism to drive to the absoiute
expansion of the forces of production without regard to the limits whitvh
capitalist social relations, i.e. cuopitalism itself, puts on the market
and hende on Dept. II and thenee on Dept. I.
Capitalism drives to the absolute expansion of the forces of productlon
Capitalism hinders that expansion.

I1, The Problem of Capitalist Equilibrium Contihued,

A. The consumption of the workers is limited y. the needs of capitalist industr
to make a profit.

l, In the formula C4V48 only V is expended by the workers for nesessities
in Dept. II. :

B. The individuel consumptlon of the capitalists is limited by the need for
the expansion of industry, the reinvestment of part of the profits, eapit-
alist accumulation,

l: Part of S is spent by the capitalists on necessities and luxuries in
Depts II, and part on new mochinery and raw materials in Dept. I and
fresh labor which spends its share of the additional sum in Dept. II,

2¢ The 8 therefore becomes in part an additional C and in mrt an additional
Ve

& The 0ld plus the new C and the old plus the new V yield a still larger
8 and part of that is reinvested . Once more we are on the unlimited

- expanding spiral which brings overproduction and crisise.
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4, BEspecially in periods of prosperity and high profits the capitalists
are irresistably driven to capitelist expansion or accumulation.
5. The profits go highest during the lag of supply behind demend (boom)
in Dept. I. Therefore more and more capital rushes in theres

Now we can judge the idiocy of those theorists, like Tugan-Branowsky, Cassel,
Hayek, etc., who say the rupture of equilibrium is due to n shortage of capital
or an insufficiency of savings.

Sooner or later productive capacity is Dept. I is far in excess of the needs
of Dept. II, and = crisis sets in in I which reacts on II. Or there is an
excess productive capacity in II compared with the consumers market, which
reacts upon I.

III. Problem of Capitalist Equilibrium continued.
A, Marx works out following formula:
B8ocial production can be simplified into two main departments as above,
Then annually (or whatever period of turnover is desired) all investment,
et start of first cycle, can be represented by
Dept. I = Ci4V?
Dept.II = CotVo
At end of one turnover this has expanded as follows:
Depte I = ClpV'4S! '
Dept eIl = CotVo482 \

If capitalism is to continue without any further expansion of scale of
production, the capitalist class must :
a) Spend all 3% and 8, on themselves personnllv, not reinvesting any S,
b) Replace constant capital used up (C! and C?) and get same amount of
labor again (V' and Vo). R

B. Value of C!' must be spent in Dept. I to get new machinery and materials.
Value of Co must be spent in Dept. I to get new machinery and materials.
Wages (V'4Vo) are spent in Dept. II. j
Surplus Value (SL*SZ) are spent in Dept. II. If any is spent in Dept. I
we have expansion.

Ce If equilibrium is to prevail then V'4V-4#S'48, must exactly equal C,¥Vo¥S,
and C'4L, must exactly equal C'4V'4S!
or C, must equal V'a8', ,
If greater or less any year, no eguilibrium even for static capitalism.

D. But actually part of S! and Sp are capitalized (invested} hence the 2on=-
ditions of this precarious equilibrium become still more complicated,

IV, Price Movements and the Business Cycle.

A. During rapid ascending curve when demand greatly in excess of supply.

l. Price of production of plants of low technique determine price on market
regardless of what type of plant produces bulk,

2, Value of commodity produced by lowest type plant becomes socially nec=-
essary velue and determines value on the market.

3« Enterprises of.superior technique receive & superprofit.

4, As worsc and worse plants are drawn into production there is a riee
in price level.
his furthered by drawing in of constantly inferior hence dearer sources
of raw meterials, etc.

B. But when supply begins to catch up with demand, and on the other hand the
expansion of demand is curtailed by rising prices, then the demand is sat-
isfied by the supply of commodities of average value, i.e. those produced
in average and superior: plants, then average price of production becomes

"market price,
Prices begin to drop. To offset this capitalists hold for = rise that does
‘not eome, add to advertising and selling expenses, ;unload on easier and
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easier credit terms, hunt for more and more distant markets.,
Capital rotates more slowly, interest rises, credit temsion increases,
competition increases, inferior set ups make no profit or run at a loss,
even average set ups realize only part of value contained in commodities,
and superior plants are enabled by their superiority and stimulated by the
pressure of M 1ling prices and profits, to get more and more of the market
till they are able to supply most or all, At same time, the new plants
that began building when profits were high, now are completed and begin
pouring in their goods. The drop now begins in earnest.,
¢ . But this new drop in price does not again enlarge the market. It closes
inferior factories and begins the discharge of workers and contraction of the
morket. Also orders for machinery to Depte. I cease and that basic and larger
of the two departments suddenly contracts violently. This in turn again
gontracts the consumers market.
New fectories of high technique but which were built with dear materials
when profits and prices were highest, now also find themselves in trouble
with fixed charges, interest on ecapital borrowed for expansion and construction
so high that the lower prices no longer cover even operating costs. New
plants could now be built much more cheaply, and the value of the recently
finished plants begins to depreciate.
As the markets contract further, the most favorably situated plants, technic-
ally and economically, try to make up for falling profits by seizing greater
and greater portions of the shrinking market, and cut prices further, till the
market becomes so contracted that the few best plants, running part time, can
satisfy it and all the rest are idle and, for the most part, bankrupt,.

Thus we seec that the influence of improving technique and of wvalue thru.

price of production upon market price is not a direct and harmoniocus and

continuous one, but like all laws of capitalist economy expresses itself

cyclically, spasmodically, violently, in cyclical price fluctutations and
‘eyclical overprcduction and market contraction.

V. The B1ll of the Rate of Profit.
A, A falling rote of préfit is a general tendency of capitalism,

l. It is an expression of the progressive aspect of capitalism, namely the
continuous improvement in technique, increase in the productivity of labor,
increase in the mass of machinery end raw moterials that a given number
of laborers can handle, of the cheapening and increasing of the quantity
of goods, of the development of labor-saving devices,

2s All these involve an ever higher proportion of constant cagital to. variable,
of machinery and materials tc living labor. The fraction ﬁ,beccmes an
ever larger one.,

3+ But only living labor yields surplus value. Therefore Marx calls it var-
iable capitnl. (It yields more than its cost, comes out of each turnover
enlarged.) Constant capital is so-called because its value is constent,
because it imparts its value unincreased and undiminished, to the commod-
ities into the making of which it enters,

4. As the proportion of variable capital to the total soeial capital becomes
less, the proportion of surplus walue to total social capital becomes

less. The denominator of the fraction S becomes larger,
C4V
S determines the average rate of profit.
CV #

5. This tendency like all others in copitalist society does not express
itself in an even, continuous harmonious manner but spasmodically, violent=
ly, cyclically.
B. Offsets to the falling rate of profit,
l. Increased exploitation., Increase of proportion of s/v , of surplus value
to variable capital invested.
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a, By intensification of labor,
x, Tatching more machines (stretch-out).
Here more 8 from given quantity of V but more C (machinery end
raw materials). Therefore, average rate of profit falls. ;
y. Speeding up the machine., Here more wear and tear, more auxiliary
materials, more raw materials.,
In general: most such methods of increasing relative surplus va lue involve
a decrease in the number of laborers for a given mass of capital, therefore
a fall in mass of surplus value for given mass of capital or fall in rate

of profit.

Marx: "If one laborer is compelled to perform as much as would rationally
be performed by two, and if this is done under eircumstances in which
this one laborer can replace three, then this one will produce as much
surplus va,ue as was formerly produced by two, and to that extent the
rate of surplus value will have risen., But this one will not produce
as much as three did formerly, and th that extent the massof surplus
value will have decreaseds. But this reduction in mass will by com=-
pensated or limited, by the rise in the rate of surplus valucsseelf
the entire population is employed at the higher rate of S, the mass-of
S will increase, altho the population remains the same. It will in=-
crease still more, if the population increases at the same times And
altho this goes hand in hand with a relative reduction of the number of
laborers employed in proportion to the magnitude of the total eapital,
yet this reduction is checked or moderated by the rise in the rate of S.

For further discussion of this problem see outline of preceding course,
Wolfe: "Economics of Present Day Capitalism", Lesson III, New Workers
School, 25¢. :

Ces COnecrete illustration of tendency of rate of profit to fall despite rise
in mass of profit (i.e. despite expansion of industry and increase in working
population).
Case I, Assume: capital doubles every ten years,
19307 K constant 70 variable 30
1920 200 i 160 i 40
V has grown,
Mass of § (assuming same rate of exploitation) has also. §/T=2100%
But rate of profit has shrunk.
1910 30/100 30%
1920 40/200 20%
Case II. As above with increase in rate of exploitation from 100% to 125%%
1910 100 70/30  8/V 4 100% Sw=30
1920 200 180/40 8/V 2125% S =50
SN0 ot 350000 - 307
1920 p' 50/200 25%

Only if S/V rises to 150% vwould the tendency to falling rate of profit be
offset-by rising rate of exploitation,

D. The rate of profit rises in each period of ascent and boome This is true
despite rising wages and rising share of surplus value going to rent,
interest, ete., so long as supply lags so behind the demand as to case the
price of the plant of lowest technique to determine the markel price.

E. But a8 soon as expansion slows up the rate of profit begins to fall.
l. This is intensified by the wage, intercst, rent, etcs costs indicated
in C,
2¢ And by a slowing up of the rite of turnover of capital thru quest fbr,
more distant markets and slower sales,
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3, And the rising prices of constant capital, especially raw materials.

F., Meanwhile the new machinery has inecreased the proportion of C to V and when

the best plants can supply the market the rate of profit drops terrifically,
And the @omndwmﬁwosmw the value of fixed capital sets in.

VI. The ligquidation of a crisis,

g e 7

- Da

A, The crisis and depression cause a fall in production.

1., Thru shut downse
2, Part time operation.
3, Bankruptciess

B. Reproduction of fixed capital, machinery, etec., comes to a standstill altho

each year more of the older machinery wears out.

¢. Constant capitel drops in value.

i, Thru fall in price of raw materials.
9, Mmll in reproduction cost of already existing machinery.
3, Depreciation and disuse of machinerye..
4, Bankruptcy sales of existing plants and elimination of fixed charges by
bankruptciess ]
The stopping of reproduction, the total destruction of much capital, the sale
and repurchase of the much of the rest at bankruptey prices enormously lowers
the -total wvalue of constant capital, hence raises the rate of profit and
creates o demand for means of production for' reproduction pruposess. Tho
the mass of profit still remains low, gradually the rate of profit rises.
Thus the depression gradwlly "cures" by destruction, depreciation, and
cegsation of production:
1, The overproduction
2¢ The fall in the rate of profit
3, The burden of debts, rents, interest rate, other fixed charges.

E. The market begins to expand because of

l, Shortage of stocks

2« Lowered prices

3+ Shortage of fixed capital thru prolonged cessation of reproduction
and shut down. )

4, In previous epochs, thru develomment of new industries, opening of new

markets, etc. . i

5, The using up of surplus stocks by those layers of society which cone
tinue to consume.

6+ Actual physical destruction of stocks and physical depreciation.

F. The introduction of new inventions destroys the value of much of the rest

of the fixed capital and a renewal of means of production begins. This in

turn extends the market and the rise is resumed.

1, Lowered salaries, contrary to general belief (see Strachey, for example)
while they raise the rate of profit, check the tendeney to replace men
by machines and hence check the demand for machinery essential to any
real recoverys

The length of the depression is largely determined by the slowness of deprec=
jation of fixed capital and delay in its remewal. The resumption of a rise,
even without the opening of new markets, is largely due to the renewal of
demand in the means of production industries. As the new markets beeome less
and -less plentiful due to the development of capitalism everywhere, only this

factor remains to develop ever more difficult reooveries,

Summary by J. Durét in Le Marxisme et les Crises of the Marxian theory of crisocs,

"A crisis of overproduction occurs at the point when the sale of eommod-
ities no longer yields a substantial profit to the capitals invested. It
is the result of the superabundange of commodities end the hypertrophy
(overdevelopment) of the productive apparatus, as well as the rupture of the
equilibrium between different clements of the social capital, which equil-
ibrium is necessary for the smooth functioning of economye
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Sueh factors as the rising cost of labor, rising rate of intercst and
certain categoeries of rent, slowing up of the eireulstion of capital s,
rising price of raw materials, ctecs., 2ll deriving from the above- |
mentioned eauses=--proeipitate the fall in the rate of profit and con= %
tribute to the eoming of the erisis, :

The gap between supply and demand in the period prior to the erisis is
an important faetor in the subsequent overproduction as well as in the
rupture of equilibrium,

The eonsiderable profits realized by industry thanks to the cxeccss of
demand over supply, realized cspoeially by that braunch of industry which
produces fixed capital, leads finally to an exeess production, a prolongs=
od overexpansion of tho productive apparatus.

The prices of commoditics which, during the period of propperity or boom,
arc determined by the price of production of the enterprises opcrating
under the least favorable conditions, onec the market is satisfied and
overproduction bccomes cvident arc now determined by the priecc of
production of tho commodities produced under the most favorable con-
ditions,

From this therc results a wvery rapid fall in prices.

Consumption can not dovelop at the same speed as production for it is
limited by the antaponistie charcecter of e-pitalist socicty.
Y > }

The consumption of the workers is limited by the nceessity of producing
surplus values The consumption of the eapitalists is limited by the
neceessity and the desire to accumulates The concentration and aeccumul-
ation of eapitel proletarianize the middle stratae An cquilibrium

of socinl eapital is ineconcciwvable without an equilibrium between soeial

production and soeinl consumption.

A erisis is the cxpression of an overproduction at the same time as a
rupbure of equilibriuvme.

Recovery is brought about by the liguidation of the overproduction and
the return to an approximatc oquilibrivm.

The weal enterprises perish in the stomm, The crisis end the restriction
of ceonomic netivity are the strongest in those branches where the over=
develomment was most marked. The fall of prices enlarges the eirolc

af purchoserse

. . . . . LY g

The dopreeiation of capitals brings sbout a risc in the rate of profiv;

the reduction of weges, the 21l in the mate of interest, cte., aet in
he same direction,

Acute competition aceclerates "moral obsoleseence” and hence also the
renowal of fixed capital. That renowal which largely eontributes to tho
liquidation of thc erisis, serves as a material basis for the cyelieal
movements of production,

Disturbances in the demain of ercdit, speemlation, eirculation, cte.

- . . o~ =0E Wk -
exoreise a grent influonce on eyelieal movements, but eontrary to the
opinion of certain authors, they arc derivative phenomena and ndt
primary oncs.
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The existence of non-capitnlist sectors constitutes, in a certain sense,
the safety wvalve of capitalist cconomy. The surplus of commodities
thus can be drained off more easily, ond the cquilibrium of the social

capital can be less exact.

With the gradual disappearance of such non-capitalist scetors, the erises
beeome more and more diffieult to voercome." pp. 131, 2,
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Lesson VII

Imperialism and Crises

I. Crises in the period of imporislisme
de Monopoly=imperialist cepitalism is still capitalism, but with important
structural changess From the standpoint of erises some of the most important
ares:

1.

2e
S

4.

5.

Be
7
8.

9.

10,
11.
124

13.
14,
15.

16,
17.

The expansion of capitalism on & world seole~-produetion for the world
market,

The rapid absorption and disappearance of non-capitilist repions and sectors,

)

The growing importance of capitalist industry ng the main purveyor to the
needs of society.
The growing importancc of large-senle production, hishly mechanized indust-
ry with large element of fixed capital--the importance of iron, steel, etc.
The dragging of sgriculture (regions and lands) into the train of industry.
2. By production for industrial population, c.g. vheat, coffee, ete,
be By production of raw materials for industry, c.z. cotton, wool, rubber,

ete,
Ce By imperialist domination and industrinlization of backward regions,
The development of monopolies, monopoly nrice, monopoly profit,
The growing importance of banks, finance capital, and speeulation,
The difficulty of investment for smell eapitals snd their entrance into
cver morec unsound and speculative enterprises.
The discquilibriun betweon industry and agriculturc and between monopolized
and non-monopolized industry,
The gigantic scope oi competition between monopolized indusirics.
The devolopment of "Political Eeonomy" into "Ecornomic Polities".
The abandonment of the last vestiges of leissez fMiire. The open fusion of
goverment and businesse The developmont of state capitalism.
The terrific tox and aramament burden and the scope of modern wars,
The exportation of capitals,
The risc in the rate of profit due to the impericlist super-profits, fol=
lowed by thie c¢xhaustion of the sourccs of thesc supcrprofitss
e By industrialization of the backwnrd region,
be By resistanco and revolt.
The expangion of credit.
The slowing up of the rotation of capiuval.

II, Effeet of these fentures on orises in the epoeh of imperialism,
Le Tho first effoct wns to soften eriges and promote the illusion of their
gradunl disappoarance.

1.

2e

3

4,
Se

The opening up of new lands provided o saféty volve for over-production,
When the old lands werc in erisis they could still drain off capital and
goods to the non-ecapitalist regions.

¥hen the home market for meins of produetion was snturated, the eapita
goods industries could still keep their production geared up by exporting
capital goods oversease

The rapid indistrialization of non-industrial regions provided a prolonged
market for eapitel goods and stimulus to the expangion of the capital
goods industries. :

The superprofits derived from backwnrd regions (with o lower teehnique,
lower technicnl compesition of eapital, lower woge seale and highor cost
of production) helped to offsct amd raisc the Mlling rate of profit in
the older lands,

The croment’ demands provided a powerful stimulus to basic industries,
Monopoly pricc and monopoly profit provided a powerful stimulus to these
industries altho at thc expense of the less organized industrics (petiy-
bourgeoisie), less organized regions (agriculture) and countrics (eount-

ries of backward techniquc) and the rate of profit for non-monopoly capital

|
| ‘
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6o The development of mass produetion with a consequent cheapening of the
cost of production and prices and a consequent, altho limited, expansion
of the consumers! market.
7o The raising of the rate of cxploitation by speed up, rationalization, etc.
Out of these phenomena, plus the corruption of certain sections of the skilled
workers in privileged countries, developed the socialist revisionist conception
of the disappearing crisis, crisisless capitalismh growing into socialism, etec.
Sombart: (Bourgeois) "The crisis of 1857 was the last catastrophe on a big secale.
And since then there is the clear tendency in European economy to level and
soften the antagonisms and bring about their diseppearance,"
Lescure: (Bourgeois) "If we are to judge of the futurec in accordance with the
experience of the U.S.A, we will come to the conclusion that economies which are
organized in trusts or trust associations arc immune from crises." (1907)
Cassel: (Bourgeois) "The old proposition that erises will become ever more
devastating, is, at all events, already very obsolecte. The facts lead to the
conclusion of a weakening of the crises in the most advanced and economically
best sehooled countries."
Sce also Hoover Commission on Economic Changes, fmerican Jazz Eeonomists,
Brain Trusters, etc.
Hilferding (Socialist) Capitalism has entered into a new era of "organized
capitalisme.ewhich means the substitution of the eapitolist principle of free
competition by the socialist prineciple of production according to plan." (1927)
Kautsky (Socialist) "e.eshile erises arosc up to the world wor in purely economie
circumslancesssss Which could be little influcnced bv capitalist polities, we
have since then reached an age of crises which are, in their greatest part, 2
product of the policy of the govermments, which may therefore be avoided even
with the continuation of capitalist cconomy if the policy of govermments were
determined a little less by militarist and monopolist considerations and a little
morc by those of an insight into the cconomic nceds of tho proeess of circulations
(1926 in an introduction to thc "Pooples Edition" of Vole II of Capitall)

The longer run cffcet of imperinlism has boen to immessurably sharpen eyelical
criscs on the general background of ecapitalist deeline, i,c. of imperialist
capital ism itsclf,

1, The industrializcotion of backward regions has rapidly oxheusted the existenec
of non=capitalist rcgions or safety-valve arcas.

2¢ And c¢nded the possibility of supcr-profits thus cuases the rate of profit
after a bricf risc in the early poriod of imperialism to drop morc sharply
than cver.

3+ The industrialization of the backward rogions cnormously over-cxpanded the
mecang of produetion industrics in the advanced ecountrics,.

4, The world war did this in heetie fashion for it ercated for o time an insate
iable markct that swallowed covorything regordicss of quanitity or quality
that had anything to do with war, and like a period of cxpansion, caused the
supply to lag far bchind the demand.

5. Monopoly pricc acts as a brake on the deflation nccossary to roeovery and
henee prolongs crisos and weakens rceoverics.

6, Monopoly profits lower the genceral rate of profit in non-monopoly industrics
and regions and in agrieulturce still furthcer. of the absorptive capaeitics

7. Mass production dcvelops its own rhytim rcg&rdlas,/of the market and sccks
to mect the problem of the markct by:

2o Expansion of erudit, c.ge. instalment sclling.
b, Heavy advertising and sclling costs.
c. Winning ot the cxpensce of somu other industry.
d. Dumping.,
ce Govermment intervention,
f. Still furthcr cxpansion,
ge And its opposite, closing of rivals, curtailing of production, cte.
8. Thc gap betweocn cheapening produetion costs and rctail prices maintained by
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monopoly means that the consumers market expands but slightly. VA

a» When new regions are industrialized the workers in the older regions
are partially disemployed and the lower woge in the new region actually
lowers the consumers market.,

be High tariffs and the agrarian scissors have a2 similar effect.

9. Rationalization while it increases the mass of surplus wvalue, inereases the

mass of econstent sopitcel mueh faster and lowers the rate of profit. It

finally even reduces the number of employed absolutely as well as relatively.
10, The first effeect of wide-spread industrialization on erises was to make thenm

less complete, because non-capitalist industry is no longer able to supply

the needs of consumption. In times of crises, therefore capitalist industry
no longer shuts down as completely as it did in the earliest crises. In the

first crises capitalist machine industry became ecompletly prostrate.
However, this is more than offset today by the spread of modern industry

and eapitalist relations in 2all lands and fields, ineluding agriculturec, so

thet the present crisis is the first truly world-wide onc,
1ls Imperialism promotes further the rupture of cquilibrium between wvarious

department s and industrics whieh is one of the basie causes of capitalist

eriscs.

2y Botwecen means of production, basic and heavy industry on the one hand,
and the consumer market on the others Basie industry develops its own
inner laws (mass %womcoduosv and cuts loosc¢ altogether from the market
(until each erisis ealls it shurply to order).

be Between heavily trustificd (generally basic) industry on the one hand
gnd consumer gocds and retail trade industries poorly trustified on the
other.

ce Betwecen industry and agriculture,

de Between industrial and raw materiazl producing industrie

Se
¢e By devclopment of new industries with econscquent stagnation and deecay and

dislocation in old industrics,
Ges 0il and clecetricity and gasoline in place of cocl,
artificial silk,

new building materials for lumbor trueks, autos and plancs with o conse~

guent cessation of new investments in railroads, onee the chief mcans
of expansion of fixed eapital in the course of & recoverys.
Henoe there ore sick industries such as coal, textiles, railronds even in
times of prosperitye.

12, The rolc of the statc in preventing the ncecssary deflation for prompt and

"sound" rceovery.

13, The territorial changes duc to imperialist war break the equilibrium betwoeen

certain industrial regions ond their hinterlands, . >
ae The cutting off of thc Russian cconomy from eapitalism.,

be The anti-imperialist movemeat weakens the Chinese, Latin Ameriean, Indian

and other markobs.

¢. The scparations of Alsace from thoe Ruhr, the creation of Czechoslownkin,

Vienna an industry without a hinterland, Germany loscs its oversoas
markots, cte,
14, The discquilibrium eauscd by tho vnequal development of eapitolism is
enormously acccleratede.
se England stagnates and declines.
be UeSe, France, Japan develop ot o dizzy pacce - Japan chonges from an
objeect of cxzploitition to ~ compotitor,
o« Germany collapses, rovives oand Now,...
15, New deviees like curreney manipulation, prohibitive tariffs, subsidios,
quotas, cmbargocs, ete., disorganizc the world morket eompletely.
16, Armoment beeomes o decisive competitive deviec,

A1l these are expressions of o general non-eyclieal erisis of eayitalimm
and cause basic struectural changes in the cyeliecal crisis.
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IESSON VIII Ay ot

The Present Crisis ( 1929 - ? )

I. The present crisis is no ordimary eyelical erisis. It is a eyelical crisis
occurring in the period of imperialism, on the background of a general crisis
of capitalism,

A. Not a crisis in the period of cap itelist cxpansion, but a erisis in the
period of capitalist decay.

B, The falling rate of profit has made itself felt on an unheard of seale.

C. The offsetting and safety valve factors, the long-time factors of capitalist
expansion, have lost their efficacy, 2nd are largely exhausted.,

D. Disproportion between sections of capitalist economy and between productive
capacity and capitalist market relations have reached new levels.

E. All the contradictions of capitalism of which erises arc the cxpression have
sharpencd enormously.

F. While the long time trend (systematic or "sceular" trend) was upward the
down wave was counteracted, eushioned, shortened, overcomc by a gencral up-
curve. Now we have a dovmwave in thc beginnings of a gencral downcurve, In
place of countcracting each other they reinforee ecach other., The crisis is
intensificd, prolonged, made horder to overcome, by a general systcmatie
downward trcnde And in turn the cyclical erisis intensifics, and furthoer
develops thc general erigis of capito lism.
The above points cxplain
a. The depth
be The extent
¢« The length
de The peculiar features and structurally or qualitatively new clements in the

prcsent crisis

(¢

ITI. What is the gencral erisis of capitalism?

A. Certain tcendencics of eapitalist development, inherent in the system, hove
reached such a stage that they rcpresent struetural changes in the systom.
There has beun a dialccetic development of "quantitative ehange into qualite
ative"s

B. Capitalist thought has becen obliged to recognize this:

1., By discussion of a "erisis in thc systmm".

2. By beclated and left-handcd tributcs to Marxism.
Gege Paul M. Swoezy, Instructor in Economics at Harwvard, writing in
Economie Forum, III, No I, Spring 1935, p. 71 ff., "Bconomies and the
Crisis of Capitalism".
"Orthodox ceconomists have alwavs shown how wcll the systom works in thoory
and have alwnys been chagrincd to obscrve how badly it works in gractice.
Such unwelecomc and disturbing phenomena as tariffs, monopolies, strikes,
erises and depressions, wars, ctce che. arc treated in one of three ways
by orthodox economists. Thoy arc either (1) ignored or flatly denicd,
(2) asceribed to the stupidity and chieanery of governments, or, finally,
(3) troated as extra=-cconomic phonomena, the study of which belongs to
the historian, sociologist, political seicntist, and psychologist rather
than to thc economist.
"The Marxists, on the other hand, have given us, and on the wholc with
surprising suceecss, 2 view of cconomie development whieh offers a theor-
ctiecal explanation of the warious pheonomena and deduecs o cortain "nee-
cssary! line of development of the futurce..s That Morx was aetually
successful in achieving te a very large extent this difficult aim is ove
idenced by the cold faets of ceonomic 1ife since his day."

3. By "the sinccrest flattery", imitotion, of somc of the aspcets of social-
ish, in grotesque carieaturc.
a. Planning
be Statc capitalism,.
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¢s Talk of soeial reorganization, "new deals", cte.

4, By talk of th¢ "long time factors" of erisis as opposed to the eyelieal
factors. This is 2 distortcd reecognition of only onc long~timc cyele,
the eyele of the rise and fll of a system.

- 5. By cager attampts to find "a precedent” for the present erisis,

6« By 2 belated attempt to develop a theory of crises.

Ce Some of the mnin fenturcs of the general erisis of the system are:

l. The development of trustification and monopoly as the dominant form of
cnterprise,

Qe

be

Curbing and distorting free campetition and frecc trade,
Developing an aggravated form of competition botween

Xs Monopolized and non-monopolized sectors.

¥e Monopoly and monopoly.

Ze Between country and countrye

fthen monopolics competec the carth is the chessboard, state departments
the hands, armies the pawns and mankind the stakcse

Ce

de

Monopoly makes its profits not mercly by chenpening and improving end
undersclling, It introduccs & new prineiple, profit by restricting
supply, destroying competitors and cven sterilizing inventionse

It pushes the contradiction between socinliged production and individ-
ual appropriation to now levels. It aggrawvetes the falling rate of
profit in non-monopoly industry, slows up deflation for rceovery,

‘increases disproportion betwocn scetor and scetor, cxtends the seope

and uncertainty of the market, widens the gap between mroduetive
capacity and the limitatiions of the capitalist market,.

Z2e The development of impcrinlism and the period of world wors,
The first world war did not c¢liminate any of the foreces that brought it
about, It initiated a period of world wnrs which will continuc till the
end of the systems It cnormously accelerated all the trends that brought
about the general erisis of eapitalism. /Jmong others:

Qo

De

Coe

de

Coe
fe
Ze

It causecd 2 hot housc dcveloprent of the foreces of produetion of all
war industries inecluding agrieulture, clothing, cte, as well as basie
industries.
Supply. lagged so far bchind demand which for all praectieal purposcs
beceame absolute, that produective eapacity enlarged without regard
to present or futurc comsumption eapreity of eapitalist market.
At the same time, it actually cut that consuning capaeity thru destruet-
ion, impoverishment, terrific debt, ropapations and tax burdens, new
armament costs, disruption of relotions between regions (c.ge Ruhr,
Saar and Alsace) cto.
It hastined the exhaustion of "safety wlve" regions by fomenting the
industrialization of colonics,.
And developed costly industrics in ill-adapted regions out of war
necessity.
ind high fixed charges and industrial dcbtse.
ind sub=morginal agriculturc for war purposes. ,
Thesc and othor factors of discquilibrium continue in alterdd, often
aggravted forms, becausc of the preparations for the sccond world wars

3. The development of finance capitnl ns dominant eapital,

Qe

e

This promotes the export of eapital and hastens the exhaustion of "long:
time factors" for capitalist expansion.

Promotes speculotion; the big winnings are no longer for the "eapioins
of industry" but for the "moneykings", merger-mnsters, stock markct
manipulators etc.

4, Development of ecolonial revolt,

Qe

(=4

This curtails the cap italist market, destroys super-profits, and in-
creascs the effeet of supplus productive eapaeity for mass production
industry.

5. The development of soeial-ecconomic reaction,
2. Frce competition into monopoly.
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b. Disruption of world markct by prohibitive tariffs, subsidies, cmborgoces,
licensing, currcney monipulation.

c. Deeline of free-money cconomye

d. Abandoment, of "laissez fairc! for state~capitalism and state interfore
ence with price-level, etec,

ce Systematic development of unsound enterpriscs {for vmr purposcs=-aut-
archy) .

f. /ind of restrietidén, curtailment, destruetion. 4il4 and European analogse

ge Politieal reaction. End of porliamenterism, eivil libertics and other
de¥ices for concecled bourgeois dictatorship and reeourse to "last
resort' of open force-~fascigm.

h. Ideological reaction. Crisis in sociology. Crisis in seicnce-=-mysticis
ism, god-seeking, rccrudescence of idenlism, proposal of moratorium in
science, indeterminism, absolute rclativism, cte.

Break in the eapitalist system. One-sixth of tha world has withdrawn from

eap italist economy, thereby disrupting it, and is developing o now and

superior economy, thereby undcrmining capitalism by the power of excmples

Even in the difficulties of its carly transition, and at that in o back-

ward region, it is demomnstrating:

a, That crises arec unnccessary except under capital ism,

be That planned economy is possible.

Ce Ihat socialism is a superior cconomic and social systom both in prod-
udtivity and in the welfarc of the mass of mankind.

All thesc things apply both to the propperity and depression
phases of the present period. They ropresent the general erisis
of o social system. Capitalism is in the beginning of its death
agonys. Socinlism is in its birth pangse The present period is
comparable only to such periods as thot of the centuries frmn the
Peasants Wars to the Fronch Revolution or the centurics of the
decline of the ancient world and the origins of foudal christian
systems It is not destined to be os long as those periods--a
charcoteristic of capitalism ig a faster tempo of development~-=
but even o compn r1u1xolv short period (several generations o
derth agony of capitalism and birth=trawmil cf soeialism) would
endanger the coonomic foundations of production in gonernl. It
is on the background of this genernl erigis that the present
eyclical crisis hnas developed.

iar fentures of present cyclieccl erisis.
most widespread in history.
Entire capitaiist world, 211 colonirl and somi-coloninl lends. (411 but
the Sovict Union ond even that hos felt cffedts in drop of prices on
world market in things it cxports in exhange for muchinery; and in
neccssity of diversion ¢f cnergics for arhvmcnt.)
Every branch of industry==-cxccpt wir industries,
Agriculturc ineluded both in advanced and baeckwnrd countrics.
decpest crisis in history.
Measured by price drope
a2+ The greater the disparity between production and consumption end tho
the greater the prévious over~cxpansion, the deeper the price drop.
b. The fhctors (monopoly, goverment intervention, high fixed costs)
which retard thc price drop proleng the dopression.
¢. The crisis of 1921, for thc first time in history, friled to liquid-
ate fully the abnormal price level irherited from the war,
During the war thu demand for 2ll eategorics was more than the
supvly. From 1916=20, discounting monetary inflation, thc prico
level more than doubleds Prices werc so nigh above wlues and
fixed charges, govermment intervention, monopoly and other rotard-

ing foctors so powcrful that o single cr.szs e insufficient to

o+
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deflatc them, thus leaving the subsequent period sick.,

1913 100 (2 hormal yerr with prices roughly equiymlent to wmlues).
1920 TU.S, wholcsale prices 226

192). (after depression drop) 147 1

Even this drop eurtailed production so sharply that it soon brought
itself to s standstill, All costs were inflated (debts, interest,
amortization on fixed capital, ground rents, tax rates, freight roates,
cffort to pay dividents on "water' cte.)

These are all evidentes of an unhenlthy gap betwecn pricc and value.
They help to explain why agriculture beeame unprofitable while prices
were still above wvalues, and did not succeed in climbing out of the
depression of 1920 in the subsequent prosperity period.

d. Therefore thc¢ prices of goods zetually coninubd to sag during the pros-
per ity period in place of rising as in previous prosperity periods==
another factor in "sick prosperity'.

But inequality in price drop menns constant disloeation and disproportion.
ind long duration &f price drop, especially if sharp, means that every
turnover roduccs the value of capital=--hence bankrupteies. The bank-
ruptéies in agriculture were so marked that there were even large
numbers of rural bank failures during the last prosperity period.
e. During present depression.

First, raw mterials dropped fastest and deepests

Hence products were worth lecss when finished than when started.

Raw material regions and countries were ruined, and ceased to be

e’
markets for advanced countries, and ceased to pay debts to creditor
lands.
Second, retail pricc drop lagged behind wholesale.

Which inereased gap between price and values Dxploited whole classes,
worker, farmer, fixed income groupse.

Third, inereased weight of indebtedness resulted from price drope Thus
in the first year of the crisis Germany's indcbtedness as measured in
goods inercased 20%,

2+ Deepest crisis in history as meosured by drop in production and exeess proc
uctive capacitye.

In 1932 on a world sénlc all industries were rumning at about 40% of

capacity. (Excluding thc Soviet Union which was running at full ecap-

acity and straining cvery merve .to inerense productive capaeity.)

Even in the previous prosperity period busic industrics were not running

at capaecity.

For the first time the peak of o boom showed the erisis phenomena of

excess productive ecapncity, unemployed capital, super-abundant credit,

and unemployed workers,
3., Decpest crisis as mensured by bankrupteies.

1. Bank failures.
Since 1921 almost 10,000 bank filurecs in U.S. including over 1500
Federanl Reserve members, in a decade.
1930 - 1932 number of banks diminished by 6,064 of which 4,738 by
suspensionse :
In 1931 == 10%% of all bonks friled as compared with l%% of all other
enterprisess The bank holiday was the culmination of the bank closing
epidanic,

2, Milure of industrial gilants.
Insull, involving control of 4 billion in share vmlucs,
Krcuger
Danat bank
Austrian banking system

3, Bankruptciesof whole countriess Breakdown of debt and reparations
payments. Iost of world defaults and gocs off gold, many for sccond
time since world war, U.S, alters gold content of gollar for first
time in a century.
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4. Deepest crisis as measured by unemployment.
Widest in history.
Greatest of 2ll in strongest capitalist country, U.S., which today (1935)
and for several years previously, has more than half the world total.
Even in the preceding prosperity period there were several million unem~
ployed in the U.S. - (disemployment; structural or technological unemployment )

C. Longest Crisis.

1. Steadily dovmward till mid 1932,

2e Then prolonged depression with new crisis phasess

3+« Unusually long delay before eredit crisis broke out,

Previously, generally at beginning. Hence Marx killers deelared there
would be none. Varge cven saw in "absehce" of eredit crisis changed
nature of crisis,

Aetually delayed two yeors and more by structural changes and then
longer and deeper than in previous crises.,

Prolonging and aggrovating depression by credit, bank, monetary and
budgetary crisis.

Marx: "The balance of payment is in times of general crisis against every
nation, ot least against every commercially developed nation, but alwys
the one succeeding the other, like firing in squads as soon as the turn
for each comes for making paymentsess. It then becomes evident thai all
these nations have simultaneously overcxported (and overproduced) ind
overimported (a2nd overtraded), that prices arc inflated in all of them,
and eredit overdrawn... The phenomenon of gold exports then shows itsclf
succossively in all of them, and proves by this very gonerality, 1) that
the gold exports are but an evidence of a crisis, not its causc; 2) that
the succession in which the gold exports take place in different countries,
indicates only the time when their turn has come to settle their affairs,
the timc when thc erisis scizes them and causes nn eruption of its latent
forceseseswhen the ery of distress over the cxzports of gold is raised
in their country today (England), it is taken up in /merien tomorrow
and in Germany and Francc the day after." (Volume III, pp. 578, 9).

D, 4 new feature of the present period is the weakness of the upswings and unsound-
ness of the prosperity periods,
1. Upswing preceding present criis was not world-wides Since 1920 England
and Gemmany have been stagnating in semi-crisis.
Germany: Production level (1913 100)
1927 = 100 1928 - 102 1929 = 101
England: Unemployed in millions since world var. Textiles and heavy
industry (c.ge. shibbuilding) in steady crisis.
2. Even in most prosperous lands, upswing showed new weakness features:
ae Not general for all industries,
Sick industries -- coal, textile, ship, P.R. equiyment, railroads and
RR econstruciion, agriculture, ctec.
Agriculture in steady crisis thruout world cince war bubt in America so
injured that no prospeet of recovery on old basis (cotton, wheat, eto.)
3. Rate of industrial expansion slowcr than pre-war. DIxcess produstive eap-
acity even in boom e.g. 1922 - 8 average for stecl 70% of conscrwatively
caleulated capacity (figures of Irom and Steel Institute),
4, Rate of preductivity of labor outstripped expansion of industry.
loover cormmission Report: Since 1922 unemployment in U.S. never less than
1% to 3 millions. Other estimates higher.
5, Crises no longer "eure", i.ec. remove effects, of contradictions that bring
them on.
Didn't lower price level to wvalue or below, Didn't eliminate superfluous
plant. Didn't squeecze out water, fixed charges, inflated capital values
of plant (constant capital).
Become patently inadequatc as offscts to fall

J

f

ing rate of profit.
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6. Prosperity exhibits frequent flurries,

U.S. 1924 =~ 23.4% drop in productnon

192% = IXalill N ¥
7. Highly speculative mature of psosperity.

Marx: "If the rate of profit falls, there follows on one hand an cxertion of
capital, in order that the cnnltallst may be enabled to depress the
individual value of his ecommoditics below the social aver age level
(technologieal improvement, rationalization, etc. - BDW) and thereby
realize an extra profit at the prevailing HurLCL prices. On the other
hand, there follows swindle and a gencral promotion of swindle by fron=
zied attempts at new methods of production, new investments of capital,
new adventures, for the sake of sceuring some shred of oxtra profit,
which shall be independent of the gencral average and above it." (Vol,
III, p. 304,)

8. Capital plbthora. .

The fall in the rate of profit is further offset by growing concentration

and centralizations But this makes it harder for new increments of capital,

and small capitals to find sphercs of nomal operation. This leads to a

plethora of unemployed eapital, rcady for any speculative venture,

Marx: "The mass of the small divided capitals is thercby pushed into advent-
urous channels, speculation, fraudulent credit, fr%udu]cnt stocks,
crisess The so-called plethora of capital rcfers always esucntlally
to a plethora of that class of capital which finds no compensation in it:
mass for the fall in thec rate of profit--and this applics always to the
newly formed sprouts of capital--or to a plethora of capitals incap=-
able of self-dependent action and placed at the disposal of thc managers
of large lines of industry in the form of credit. This plethora of
capltul proceeds from the same causes which eall forth a rclative over-
population....unemploycd capital on the one hand, and unumployed labor-
ing population on the othcr," III, 294,

9. Decline of thc World Market.

ae Sovict Union--a bremeh in eapitalist economy--its strugglc for cconomic
sclf-dependence.

b. Colonial countrics~-=unrest and revolt diminish their market--capital export
and the world war hastened their industrinlization--imperialist poliey,
like early mercantilism sccks to close their market to all but the "mother"
country--cven it loses ground,

c. Barricades against world trade.

Institut fur Konjunkturforschung gave a list of measures adopted during ninc

months, Dce. 1931 to Septe 1932, to hamper the fres movement of world trade.

Took 10 closcly printed pages just to cnumcrate them. In:

9 countrics ~ import of various commodities prohibited
7 countries -« state import monopoly of 12 commoditics
10 countries ~ state approval required for various commodities
21 eountries quotas on 70 commodities
10 countrics - obligatory use of various commoditios in domestic production
52 countrics (almost all) madc 200 rises in tariff during same period.
England, classic land of free trade, has abandoncd it,
Sinee then, development of “"autarchy" movement still more rapid, and
weapons of subsidy, bounty, currency manipulation, prefercntial treatics,
etes used to further demoralize world market.,
The development of ecapitalism was synonymous with the development of the
world market,
The decline of eapitalism is clearly revealed by the decline of the world
market.,
10, Develoyment toward further world wars. The last war did not end but began

an epoch of world wars,

1l, Incrcasing mass impoverishment. Increased procductive powers mce t relatively
and cven absolutely diminishing market,
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a, Lristoeracy of labor undcrmined -- cconomic basis of conscrvativism

removed.

b. Govermment cmployccs cut in wages on world seale and in U.S. for first

time,

c. Social services cut,.

Social insurance undermined everywhere, exeept in U.S. (some more
cxceptionalism) where during present depression just being introduccd,
Frec eduecation undermined everywhere. Publie recreation ditto.

Bread and circuses diminishe

Tax burden on masses grows--devices like sales tax introduced on world
scalc,

Growing development of o world pauperism in industry, in agriculture,
and among perménently uncmployed.

Communist Manifesto:

"o sethe modern worker, instead of rising as industry develops, sinks
cver lower in the seale, and cven falls into conditions of existence
below those proper to his own classe. The worker is becoming a pauper,
and pauperism is inereasing eoven more rapidly than population and
wealths This plainly shows that the bourgeoisic is no longer fitted
to bc the ruling elass in socicty or to impose its own social system
as supremc law for socicty at larges It is unfit to rule beeause it
is incompetent to provide sccurity for its slaves cven within the
confines of their slavish existenece; because it has no option but to
let thom lapsc into a condition in whieh it has to feed thom instead
of being fed by themeess This means that the life of the bourgeoisic
has become incompatible with the lifc of socicty."

IV. Conclusion and Perspectivess.
Lo The present crisis is a eyelieal erisis on the background of the general
erisis of copitalisme

The fact of rise and fall in brief eyeles is for less fundamental than the

general trond of the eapitalist systom, the growth or deecline of the

forces of production as o wholc.
During thc aseending period of the capitalist system that ascent was
not straight=line, uniform or continuous. It occurs in ups and dowms
with the general trend up. The depressions are superficial, the up=
ward trend fundamental, It lessens the depressions, tends to shorten
them and overeome than swiftly. It reinforeces the boomse.

During the deeline of eapitalism eycles of ups and dowvms continues. The
decay is nol continuous or wniform but thru all ups and downs the

general tread continuese It reinforeces tho depressions and weakens the

rccoverics and the depressions in turn reinforec the general trend, so
that depression tonds to become morc chronie, rocoveries morc super=
ficinl, The disappearance of the resewvoir or safety-valve regions
and ro-sibilities for cxpansion is another factor meking for chronic

depressicn and deslines

However, from crisis insofar as it is eyclical, recovery is possible,
S

: inevitable, wenker and weaker ree-
overies, decper and decper erises, so long as the systom continucse.

and so long as the system cndures,

But from thc general erisis of capitalism, no rceovery is possiblec.

B, Immedintc prognosis: (Summer 1935) .

The low point in the depression was rcached in middle of 1932,

The successive asconding eurves each of n fow months' duration, arc not
as the Dnily Worker mointains (July 3, 1935) so many eyeles of rccoverie:
and depressions, but zig=zags in a prolonged depression which promiscs
to econtinuc for some time before 2 marked rceeovery ocCurs,

There is no immediate prospedt of such recoveryes Even on the basis of
the reeovery, the genernl deelinc of capital ism continues,

The prespects of rccovery depend on:

1.
Ze
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Depletion of raw material s%gcks and supply. There is still over=-
production in most ficlds,

Monctary stabilization. -~ The outlook is for further financial crisigwe
the frane and guilder will probably devaluatc-~there are huge budgeta
deficits in most lands end the "rccovery" mensures of state subsidies,
public works, war preporations, 2ll inercosc these deficits.

Price sag continues in certain lands and there is no substontial price
recoverys

Tradec war shorpens and world market is further disrupted by autarchy
and other'recovery" measurcs,

Colonial wnrest growing.

Wage cuts and tax burdens continue to eut purchasing power of masscs.
Reecovery in the war industries is aetunlly 2 sign of the further dev-
elopment of the general crisis of capitalism,

The only favorable force for recovery is thc long=postponed renewnl of
fixed capital or plant which is suffering from both physical and moral
obsolescence., But the eapital goods industrics are so expanded that
they ean easily bogin to overproduce againe. S¢ill, this failurc to
renew plant will sooner or loter make itself felt, as at least a brief
stimulus to recovery.

The measures for renewing plant will earry with them o further incrcasc
in the technical compositon of eapital with 2 consequent intonsifieation
in the tendency to structural unemployment and the general falling
trend in the rate of profit,

The moasures of the governments to prevent bankrupteédes, give state
support to industry and agriculture, prevent debt deflation, prevent
price drops ete. arc actually brakes upon the develoyment of the pre=
requisites for an upswing. 4t the same time the trend to state cape
italism is itself a manifestation of the general erisis of capitalism,
There is slowly inereasing resistance of the working class and growing
solidarity.

Rnpid development townrd o new world war,

Wide sprond of fhscigm.

41l threc of these arc in diverse woys manifestations of the gencral
crisis of eapitalism. The first is a positive force for a non-eapit-
alist solutien of thc genernl crisis,

"Recovery" when it comes may be

Qe
b.

War “"reecovery" =- terrifically dcepening the genernl crisis.

L wenk and partial reecovery which will not affeet all industries or
lands nor reabsorb thc entire working class, and will preparc the way
for a next erisis sooner and deeper thon in elassic capitalisme In
the very recovery itsclf features of the general cris is of the system
will develop further,

The prespect is for growing degenmeration, increasing misery, cxpanding
eriscs, and fresh wars, till the working class, suprorted by its allies,

L
i

finds "2 non-capitalist wny out., Capitnlism eamnot restore its lost youth,
Its measures in that direction only hosten its senile deeay.



	Front Cover

	Front Cover


	Inside Front Cover

	Inside Front Cover


	Nature of Capitalist Crises

	Lecture I

	01

	02

	03

	04

	05

	06

	07

	08


	Lecture II

	09

	10

	11

	12

	13


	Lecture III

	14

	15

	16

	17


	Lecture IV

	18

	19

	20

	21


	Lecture V

	22

	23

	24


	Lecture VI
	25

	26

	27

	28

	29

	30

	31


	Lesson VII

	32

	33

	34


	Lesson VIII

	35

	36

	37

	38

	39

	40

	41

	42




