~THE STRIKE WAVE. -

The present strike wave is characterized by defeats and batraya.ls.
The workers suffer defeats because of their insufficient and i'..
treacherous organizations on the one hand, and because the capital-
ist class and its state cannot permit a victory to the workers on
the other. Capitalism in the period of general orisis, must combat
to its fullest extent any attempt by the workers to improve their
conditions. Viotory for the workers would mean endangqring the posi-
tion of capital ism. Every strike is practically lost in advance.

But this does not exclude the necess ity of workers f:}ghting every on.
slaught on their living standard. We must take part in every one of
these struggles, and encourage the worker to fight, because the pre-
sent strike wave in spite of its shortcomings is more important than
the whole of the "official political movement" at this time.The fact
that these strikes are destined for defeat or betrayal doss not miti-
gate the revolutionary value of the struggle. We may point out that
on the basis of the present labor movement no victory is possible,
but we have %o figh% jin all these labor st le as_they are, and
not as we might want them., We must strive to hinder the labor fakirs
from using thece strikes t0 their own advantage, and this is best
done by the most activity on the actual strike front.

The fight for existence is the fight of today; and the struggle for
a new society can only grow out of these daily struggles. As these
day to day struggles inorease, and as the worker gains experience
from the defeats, the fight changes its quality and becomes revolu-
tionary leading to the overthrow of the present system., A communist
may criticize and condemn the character of the strikes and the or-
ganizations involved, but he must take part in the strikes and fight,
for this is theshortest road to revolution in the declining period
of capital ism.

ANNOUNCEMENT: -- Do not fail to get the next issue of Council Corres-
pondence (#2). It will be entirely devoted to the translation of the
"Thesis on Bolsheviem", consisting of ten separate articles on this
subject, prepared jointly by the Group of International Communists

of Holland. It is an exceptional and comprehensive history and analy-
sis of Bolshevism. There will be only a limited amount of copies
available, 80 order yours now!

We recommend the next pamphlet to be published by: Polemic Publishers
673 Broadway, New York City, - "THE INEVITABILITY OF COMMUNISM", -25¢
A critique of Sidney Hook's "Interpretation of Marx" by Paul Mattick:
It is written from the view-point of the United Workers' Party of
Arerica, and deals with almost every aspect of revolutionary Marxisz.
Siould be in the hands of every Marxist.

To be published soon by United Workers' Party: — "WHAT NEXT FOR THE
AMERICAN WORKER?" - - A pamphlet dealing in a simple manner with
the needs and future of the American labor movement.
We still have some copies of:
"World-Wide Fascism or World Revolution" - IOg
"Bolshevism or Communism" - 5¢-

UNITED WORKERS' PARTY ~- I6O4 N.California Ave., - Chicago, Ill.
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AN APOLOGY.

In the first issue of Council Correspondence we announced
that this issue would be devoted to the "Thesis on Bolshe-
vism", a series of ten articles prepared jointly by the
Group of International Communists of Holland.We are a_OrrYf
t0 say that difficulties encountered in the'translatlon 0,
the thesis forces us tO postpone this material to the next
issue, number thrée - available Dec. I, 1934,

AN EXPLANATION. ¢
In March I934, the United Workers' Party published the pam-
phle% "World-Wide Fascism or World Revolutioni" - the Mani-
festo and Program of the Party, This manifesto made a very
general and brief analysis of the most ;mporta.x}t questions
with no attempt to take up any subject in detail. It was
hoped that subsequent .booklets would treat each subject
more fully, and cover other subjects not possible in tEe
first pamphldte The pamphlet "Bolsheviem or Communism?
followed soop gfter, and took up the question of the role
of the Party and the leaders in the revolutionary x::ovement.
¥he feature article in Council Correspondence #I, "What is
Commun ism", helps to explain our attitude to the USSR. The
main article in this issue elaborates the economic analy-
sis in the manifesto. A popular pamphlet now ﬁone to press
entitled, "Whlat Next For The American Worker?' will also
deal with questions not given much space in the firet book-
let. Future issues of this paper,as well as the contem-
plated monthly journal "Living Marxism", to be publ ished
by the United Workers!' Party in collaboration with the Euro-
pean groups, will take up in detail for discussion all the
questions anfi problems of vital import to the Revolution-
ary Proletgriat.
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THE PERAAANENT CRISIS

Henryk Grossmann ‘s Interpretation of Marx's Theor¥
of Capitalist Accumulation.

According to Marx, the developrent of the productive forces of so-
ciety is the motive power of historical development. In acquiring
new produwtive forces men change their mode of production, and in
changing their mode of producticn,their manner of gaining a living,
they change all their social relations. Ths “ransformation of the
spinning wheel, the hand-locm a2ud tlacksmiths sledge,  into the self-
tending mule, the power-lcom ard “he steam hammer was not only aoc-
companied by a change of the smrall, individual shops of the crafte-
men into huge industrial plants employing thousands of workers,but
there also came with it the social overturn from feudalism to capi-

tal ism; that is, not merely a material revolution, but a cultural
revolution as well.

Capitalism as an esconomic system had the historical mission of de-
veloping the productive forces of society to a much greater extent
than was possible under any previous system, The motive force in
the development of the productive forces in capitalism is the race
for profit., But for that very reaeon this process of development car
continue only as long as it is profitable. From this point of view,
oapital becomes a barrier to the oontinuous development of the pro-
duct ive forces as soon as that development comes into conflict with
the necessity for profit. "Then the monopoly of capital becomes a
fetter upon the mode of produotion which has sprung up and flour-
ished along with, and under it. Oentralization of the means of pro-
duction and sooialization of labor at last reach a point where they
become incompatible mwith the ir capitalist integument".
ll;.rx always considers the eoconomic laws of motion from twe points
Of view: first, as "a prooess of natural history": second, in its
8pecifio, sooial form. The development of produotive forces went on
in every social system, a process.oconsisting of an ever inoreasing
Productivity of labor due to better working toels and methods. The
Product ive process under capitalism, in addition to producing the
ﬁoessitiea of life, aleo produces valus and surplus value, and it
only due te this faot that capitalism has been able 1o &cceler—
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velepment of the productive forces 80 tremendously. They
::g xtxg: genly mgohines, raw material and labor-power, but als:h:a.gi—
tal. The development of the instruments of production means v onl-
panding of production and reproduciion of capital, and this . y
possible when surplus value oOr profit is the result of the prinuc-
tive process of capital. By analysis of the precess of produothg
surplus value, Marx finds the tendency of a confliot between Whe
material preductive forces and their oapitalist integument. en
insufficient surelus velue results from production, if capital can-
not be "utilized", there is no pessibility of oontinuing the devel-
opment of the produotive foroes. The capitalistio forms must burst
asunder tO make place for a higher, more advanced, eocnomic and
80cial system.

In the capital ist system wage labor is,neoessa.ry‘for the proc_iuotlon
of surplus value., In buying labor power, the capital ist acquires the
right to use it for his own benefit. By his labor, the worker is
a.b%e to produce s greater value than he oonsumes, i.e.-he produces
more value than the capitalist pays him in form of wages. Since the
capitalist buys labor-power at its exchange value, and has full oon-
trol of its use valus, the result is the creation of surplus value
out of which he takes a part fer additifmal oapital, for acounula-
tion, pays interest to the banker and rent to the landlerd, allows
the merchant his commercial prefit, and retains the rest for his own
oéonsumpt ien,

All coemmodities have in common the qual ity of being products 6of
labor; they are measured and exchanged in preportien to the socially
necessary labor time incerporated in them; this inolu@es also the
commodity labor power. The development of the preductive forqes
means increased productivity ef labor, and inoreased productivity
means less labor incorporated in each ocommodity, or less value,and
oonsequently less surplusvalue, This decrease in the value of one
single commedity can enly be compensated by the increase of the quan-
tities of commodities produced, whioh means an inocrease in the ex-
ploitation of labor, This is done by two mainmethods: by lengthening
the working day("absolute surplus valus"), or by shortening the la-
bor time necessary for reproducing the wages of the workers ("rela-
tive surplus value"). If the lengthening of the working day is im-
possible, then there only remains the shortening of the necessary
laber time which can only be done by decreasing the value ef laber
power, The deorease in the value of commedities is the only means of
reducing the value of labor power, but this in its turn can enly be
the result of inoreased productivity. This process is, at the same
time, an accelerator forcing technical development at an ever in-
oreas ing tempo towards mass production and gigantic and costly
machinery, concentrated in huge industrial plants, eliminating in-
dividx;al and small capitalists in favor of big capitalists and oor-
porations.

Since wage labor is the source of his profit, the capitalist should
be interested in exploiting as many workers as possible. The more
workers, the mere surplus labor and value, the more prefit, But it
is nevertheless a faot that from the very beginning of the capital-
ist epoch, the number of workers employed relative to the ocapital
employed, has been falling. Even if their number has absolutely in-
creased for a period, they have increased mere slewly than capital

-
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has acoumulated. Today the number of workers employed has fallen,not
only relatively, but absolutely. (Since I9Ig the number of those em-
loyed in fmerican industry has continuausly deoreased though pro-
duction increased until 1929.) Inoreased productivity coupled with
the procezs of concentration of capital thus results in a constantly
rowing mass of commodities produced by fewer and fewer workers, -
insreased production, in increased unemployment. This fact, in the
face of the capitalist urgent need for more extensive exploitation,
indicates the limits of capitalist preduction. The more exploita-
tion is intensified, the faster these limits are reached. "The same
circumstances which have increased the produotive power of laber,
augmented the mass of produced commodities, expanded the markets,
accelerated the aoccumulation of capital, both as cencerns ite mass
and value, and Yowered the rate of profit, these same circumstances
have also created a relative over-population and continue to create
it all the time, on over-population of laborers. who are not employed
by the surplus capital on account of the low degree of exploitation
at wkich they might employed, or at least on account of the low rate
of profit which they would yield with the given rate of expleitation,"

The law of value is, according to Marx, the regulator of the produc-
tion of commedities and determines in what proportion the work of
society is distributed, but this only holds good for society as a
whole, not for individual capitalist wnits. In reality the law of
value is enly enforced throuzh the competition of individual enter-
prises; actual exchange of commodities does not take place according
to value, but according to price of production. If ohe capital ist
sells above value, another capitalist sells below., Cempetition,which
resultd in the establishment of the average rate of profit, also es-
tabl ished the law of value as the final and general law which under-
]&ieiithe sum total of individual transaotions at the prices of pro-
uction.

Without this, the rate of profit would differ from one branch of pro-
duotien to another according te the rate of surplus value, period of
Capital turn-over, and the organic cemposition of capital. The grea-
ter the rate of surplus value, the higher the rate of profit. (The
Tate of surplus value or exploitation . is the surplus value divided
by the capital invested in wages, — the variable capital. The rate
Of prefit is the surplus value divided by the total capital includ-
ing constant capital: - means of production, and variable ocapital.)
"y quicker the turn-over of capital, - i.e., the quicker the cap-
hialiet gete his capital outlay plus surplus value back, - the
u’sghel.‘ the rate of profit, and vise versa. The ratie between the
stta.ns of production and labor power, expressed in value form as con-
ita-nt and variable capital, we call the organic composition of oap-
fi:l. The higher the organic composition, the lower the rate of pro-

:‘l; not enly the rate of profit for individual ocapitals, but also the
s7erage rate of profit continuously sinks on account of the rise in
Srganic composition of capital, small capitals would be destroyed
mt:hey were unable t0 increase their capital sufficiently. The ex-—
Ee 1nce of the capital ist depends on a continuous increase of his
Pital by lowering production costs below normal. He strives to gain
ivggtre. profit by producing and selling his products over their in-
it ual but below their accial value. Each capitalist has of neces-
Y the same desire and so each capitalist must accumulate.
L T,

*
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i ise
I o re invest art of his surplus value in his enterpr &
h: trlv?n::ttgg risk of Iﬁg gapita.l becoming valueless, if its techniocal

form is falling : g

i sults in again raising the organic gomposition an
?%gthgglfoggggn;etg rate of profit, a%d thereby hastens th% tempt;st
of development by stimulating the search for extra-profit. To res

would mean economic suicide for the capitalist.

To understand the action of the law of value and accumulation, we
must first disregard these individual and external movements, a.ncin
consider accumulation from the point of view of total capital, 8l ce
the totsl cocial capital values and total prices are identical. The
most imporisnt faotor in this inquiry is the composition of capital
and the changes it undergoes in the ocourse of the process of accumu-
lation®. In the capitalist mode of production, and in that alone, is
the development of the predwtive power not only expressed as a
growth of means of production in order to have more e
labor, (as it is expressed in all economic systems) but as a rise
the organioc composition of capital, more constant capital, less var-
iable capital and a oonsequent falling rate of profit.
rate of profit and a hastening of accumulation are insofar only dif-
ferent expressions of the same process as both of them indicate the

devel opment Of the preductive power. Accumulation in its turn hastens
the fall of the rate of profit, inasmuch as it implies the concentra-

tion of labor on a large scale and thereby a higher composition of
capital".

The fall in the rate of profit is at the same time accompanied by an
inorease in the mass of profit as long as capital accumulates faster
than the rate of prpfit falls, The sinking of the rate of profit and
the growth of the mass of profit are therefore both caused by capi-

talist accumulation. At the same time the sinking rate of profit acts

as an index to the relative fall of the mass of profit. When the ac-
cumulation of capital reaches a certain point, the mass of profit
will fall not only relatively to the total capital invested, but al-
80 absolutely; a larger social ocapital will bring an absolutely
Smaeller profit. But this point only appears at the end of a certain
period -of acoumulation. Up to that point, "the esame development of
sooial productivity of labor expresses itself in the course of cap-
ital ist production on the one hand in a tendency to a progressive
fall of the rate Of profit, and on the other hand in a progressive
increase of the absolute mass of the appropriated surplus value, or
profit; so that in the whole, a relative decrease of variable capi-
tal and profit is accompanied by an absolute inorease of both."This
is the characteristio expression of the progressive development of
:? productive power of labor under the capitalist mode of produc—
ml

II.
Aocumulation and Crisis,
The fall in the rate of profit has thrown bourgeois economy out of
balance. For Marx "the falling rate of profit turns into an antage-
niem of this mode of production at a certain point and requires for
its defeat periodical orisis." Accumulation and a higher organic
ocomposition of capital are identical., With it goes the fall of the
rate of profit. With an organic composition (X:1) say 30 constant
capital and 30 variable capital, and a rate of expleitation of I100%,
the rate of profit will be 50%. With an organic composition (5:1)
say 25@ constant capital and 50 variable capital, and the same rate

behind the general development of the product ive for-

results witk less

"A fall in the
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of exploistation, the rate of profit will be I6.6k. (A8 stated before
the rate of surplus velue (here 10C%) is determined by the proportio;
betwcer the nereszary acd the surplus labodr time, But the rate of
profit is surnius value dividsd by the tctal capital; 1l.e.-constant

ani variaole bHoth,) In above exuarrle, both constant and variable car..

ital s Lixreasea, N2t only is tis scale of production expanded, but
the rwrber of wurkems employed irorecssed., We began with a low organ.
ic oomposition (1:1) end end with a high (5:1). This is both a cause
and cxpression of the increzsad productiviiy of labor that also must
be eupicsied ian an increascd rate of surpiue value. We had a rate eof
surmits value of ICO%, but the incrsased productivity shortens the
Ledesear” 1abor time asd increases the rave of surplus value, which
ciunteracts the fall of the rate of profit. If the rate of surplus
valus is incrofiged from I00% to 300%, then even a high organic com-
pcaibica or capital (5:1) would yield the same rate of prefit, that
is 0%, as the low organic composition (1:1) with a rate of sumplus
vaiue of I00%. Besides this, through the increased productivity of
lavor, the rate of surplus value may also rise due to other camses
and vhereby compensate for the increase in the organic composition,
We shall later inwstigate this, but in whatever way this may be ac-
compl jshed, the fact is that the falling rate of profit is accom-
panief by a rise in the mass of profit that counteracts the danger
impl ied in a falling rate. But this growth of capital in turn im-
pliies a further fall in the rate of profit, Thus the sinking rate

of profit creates further attempts to raise the surplus value as is
actually the oase.

Since at first the fall in the rate of profit is accompanied by an
increase in the mass of profit, it is difficult to understand how
the collapse of capitalism would result from the deocline in the rate
of prof11§, and what relation there is between periodic crisis and
the falling rate of profit, An explanation of this connection has
often been attempted, but all of those attempts have failed because
in each oase the explanation was based on, and 1imited to, the in-
vestigation of the fall ing rate of profit alone. Henryk Grcssmann
was the first to point out that the crisis and the final collapse
ust be explained not only by the fall ing rate of profit, the mere
dndex of profit, but by the aotual mass OF prof it underlying it. Ac-
cording to Marx, capital ist accumulation is determined not onmly by
:lﬁe rate of profit, but also by the mass of profit. In other words,
bee Surplus value may absclutely increase, but it will nevertheless
insufficient for the needs of accumulation because the rising or

ganic oomposition constant ¥
plus value, ly swallows an ever greater part of sur

gapital accumulat ion initiated a geries of great booms interrupted
OY 1;;1'10(110 crises, As the rate of accumulation grew, the intensity
o : crises grew with it. The capitalist prooess of reproduction
rovpﬁa 8 itself, not in the form of a cirocle, but as a spiral, nar-
Bet oS 50 a point, The production of values must, due to its inher—
tionooi_xtradmtions, lead to its own negation; but only the accumuls
ite.tivelthes‘s contradictions can transform .them into something qual-
i Ly d}ff?rent: into refolution. The same laws which had at
m%ﬂﬂ%lbl}ved the mot; ive forae of a rapid development of capi%e.
don _become the driving force of capital ist _collanse. Bub this
S ‘ogpfa' aoes not develop evenly and in & 83%raight downward line, I+
Lt twously interrupted as capital ist real ity modifies the gene:

al abstragt law of capital ist accumulation., Marx elaborated no
-
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special theory of crises, but his analysis of the laws of capi
reproduotion, or acommﬂ.fa,tion, vwes also a theory of crisis, Le& us
il1ludtrate with an abstract taovle the law of capital ist reproduotica.
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In order that accumulation may be possible, the surplus value must
be divided into three parts; one to be igvested in additional con-
stant capital, one in additional variable capltg.l, and the rema.}llnder
t0 be ccnsumed by the capitalist class as individuals. During the
rige of capitalism, variable capital grows as well as oonstant cap-
ital, only mpre slowly, W begin, in our table below, with an or-
ganio composition of 2:1, The constant capital grows at a yearl)é rate
of 10%, the variable at 5%, The rate of surplus value remains IOO%.
(Constant capital we ocall C, variable V. The consumption fund of the
capital ists is R. AC is surplus value available for accumulation of
constant capital; AV for variable. The value of the yearly product
we call VYP; the percentage of surplus value oongumed by the capital-
ists we call Rb; the rate for ascumulation A%, the rate of prefit P%.

b £ TP A BT A o
755

.=200, 000100, , 00075, S 25, |33
2.-220, 0004105, 00 , 750422, 00045, 250: 430060 |74, 052 52
3. -242, 008&1%. @%gg,gggieu, aooi%, 5?1: uzz, 50073, 83'22 1

dedee

- 3
.95132.6
.96131.3
§.-266. 0004115, 762483, 5 4126, 600L8 7 8a: 497.582472. Cal27.5s]40.3
We see how in this table acoumulation increases in spite of a fall-
ing rate of prafit, Aocumulation pays for the capitalists, for while
the ir revenue beoomes smaller relative to the surplus value &3 a
whole, it inoreases absolutely. During the first year the capital-
ists oommand 75,000 as revenue (R); during the fourth year, 83, 374.

This talle is a fiotion that should in no wise be mistaken for real-
ity. A progressively higher organio composition accompanied by a
constant rate. of exploitation is an impossibility, nay an absurdity.
The table is only meant t0 illustrate the tendency of acocumulation
with no disturbing and compl icating tendenocies. Even with a constant
rate of surplus value, accumulation can take place s0 much faster
with an inoreased rate of exploitation, This table also reflects ac-
cumulation only in its value-form, not expressed in the quantity of
use values; to express it thus, would cause many modificaticns. The
devaluation of capital necessarily oconnected with accumulation here
has been disregardsd.

If we, like Henryk Grossmann, extend this table to the 35th year,we
shall be able to show if not aotual capitalist accumulation, at
leaat its "inner law". But to arrive at capitalist reality, we must
in addition to basing ourselves o the inner law of ocapitalist ac-
ounuwlation also take into acoount the elements disregarded in the
illustrating table, It must be bome in mind, however,. that the
elemenie Jdiersgauded in the table only determine the tempo of the
procees of ascumulation, either hastening or slowing it down; but in

either case the process remains essentially the same. Let us fOllow
the fable:

V. (> SRRSO AN . VYP B A D%
5. -20¢,600012]1 5°0[86,21 329,260, 6,077:  535,700[70,93]29. 07129,
6. =321 ,237%127,627L39,060432,186/ 6,38 : 577,114]49.70 o.}olps.a
20.-’;;‘2_’@3',;_-/@;5’3,.691,"117‘632!1.2;_.225,{12,631;:_1,727,63144 45.63153,37117.1
2l 5 hurifebs. 32 ,§.L17_,¢12/-1 SHUUTLL3, 2668 1,875,127 lmegz 55.67116.4
3. -8l Lz 9/ 500, 3054 111.41-;‘-146&1148#22,015: 2,6u2,097 o/ 5‘93.55' 907

=51 0565/£525, 3194 0 £510563£14 756 6,156,275) O. hot . 83 | 9.3
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The table shows that the same forces which at first made the rise of
capital ism possible at a certain phase of accumulation lead t0 over-
aocumulation and iis coamsequences., The constant capital that in the
first year (first tzble) was 50% of the years production, demands in
the 35th year (seoond table) #2.%%. The revenue (R) that uatil the
20th year only increased relative {0 the total mass of surplus value
as shown by (R%) from then vn decreases.absolutely. In the 35th year
it disappears completely. It is onlytafter the 20th year that the
fell in the rate of profit is first feit as an absolute fall in that
part of the mass of profit which the capital ist class had at its dis-
posal for its own private consumption, Until the 20th year, accumu-
lation was a paying proposition as measured by the returns, From ths
lst year, these returns dwindle down to a vanishing point, Besides
that, from the assumption made that the additional variable capital
inoreases yearfy 5%, AV has a deficit.Instead of the needed 26,265
in the 35th year, only 14,756 is available, leaving a deficit of
11,509. This defioit would represent the industrial reserve army as
the inevitable outcome of the capitalist process of accumulation.The
capital accumulated in the 35th year can't function completely. Be-
cause 11,509 workers cannot be employed, the whole additimmal con-
gtant capital (AV: 510,563) cannot be reinvested. On the basis of
our assumption, a population of 551,54g in the 36th year would re-
quire a constant capital of 5,616,200; consequently by a population
of 540,075 only 5,499,015 constant capital ocould be invested. There
is a ocapital surplus of 117,185 that cannot be used, Insufficient
oapital "utilization" has led to over-acoumulation. We have a sur-
?lus of oapital unable to expand and an unusable surplus population.
The empirical researches, e.,g. by W,C.Mitohel in the U.S.A. has
shown that in time of economic expansion profit is uninterruptedly
increasing, while a crisis is preceded by a dsorease of profits.)
Thus, increasing "utilization" &f capital is the chief cause of cap-
ital ‘accumulation, and the lack of a sufficient "util ization" of
capital the cause of carisis,

The theoretical formulation of the theory of over-accumulation as
hers presented was first undertaken by Henryk Grossmann who consid-
eérs his work as only a reoconstruotion of Marx's theory of accumula-
tion which is the theory of orisis and collapse. According to
Grossng.nn, if acoumulation js to take place, the organic composition
of capital must increase and then a relatively ever greater part of
he surplus value must be taken for the purpose of the additional
constant oapital (AC). As long as the absolute mass of the total so-
oial oapital of a low organic oomposition is small, the surplus
Value is relatively large, and leads to a rapid inorease in accumu-
1(-5171011. For example: by a compositio of 200 8 £ 100 V £ 100 §
vﬂm‘plus value), the oomstant capital oan (assuming the total surplus
oa-luva t0 be used for the acoumulation) be ircreased by 50% of its
s’iiginal 8ize. At a higher stage of capital accumulation, with a con-
derably higher organic composition, e.g. 14,900 ¢ £ 100 ¥ £ 150 B

the inoreased mass of surplus val i
P ue is o suff icient, when used as
additional oapital (AQ) for an imorease of 1%,
gg oontinued acoumulation on the basis of an ever higher organic wcm-
evs.'n;ion, & point must be reached when all accumulation ceases. Not
degli‘y fragment of oapital can be used for expansion of production., A
nite minimum proporticm. is needed which grows cont inuously with

he progressive acoumulatiam of capital. Therefore, since in the dev-

®lopment of capital accumulation, a not only absolutely but also
I o

3

—



- _Pous B

av. Iy 4 Council Corresponde nce St

§ 3 d
telatively greater part of the mass of surplus value must be_une
for the p{lr%ose of acoumulation. At a high stage Of a.coumg%até:ni
where the total social capital is of huge size, the part . ﬁg P ‘;5
value demanded for additional constant capital (AC) musu‘cA eg_r:: 8
great that it finally absorbs all of the surplus value. Fm}{ion b
must oome when the parts of surplus value to De used for addi S &
workers and for ocapitalist consumption (AV and R) must decreig.s laﬁ-
solutely. This would be the tuming point at which the prev zx}:
latent tendency to collapse begins tO be active.It is now evi .
that conditions necessary for the progress of acoumulation no laagar
oan be met, that the mass of surplus value though grown absclutely
is insufficient to take care of its three funoticms. If the addi-
tiomel comstant capital (AC) is taken from the surplus value in neo-
essary quantity, then the revenue at disposal ip insufficient to
take care of the consumption of workers and employers at the pre-
vailing scale, A sharpened struggle betweem the working class and
employers over the division of the revenue thus becomes inevitabls,
If, on the other hand, the capital ists by pressure from the wcrkers
aré foroed to mairtain the wage soale and the part earmarked for ao-
cumilation (AC)thus deoreases,the tempo of accusulaticn slows down,
aud the productive apparatus cannot be renewed and expanded to keep
pace with technical progress. All further aocumulat ion must, under
such conditions ., inorease the difficulties, since for a given pop-
ulation the mess of surplus value can cnly be raised by a trifling
amount. Surplus valueflowing from the previously invested capita.
must therefore lie fallow, ard there arises a surplus of idle cac-

ita) vginly laaking.forpogeihiddides 9f inyeatuent.

Thus accumulation is a process that inevitably leads to overproduc-
tion of capital, to ever increasing enemployment, to a surj Tus of
A A A i , and an unuseable surplus pop-

ulation. And this is the final great contradiction of capitalist
production that causes it to go to pieces. -"The faot that the means
of production amd the productivity of labor increases more rapidly
than the productive population, expresses itself, therefore, capi-

talistically in the inverse form that the laboring pcpulation always
increase more rapidly than the conditions under which capital can
employ this increase for ite own self-expansicn”.

Cn the basis of this amalysis of accumulation, the guestian no long-
er is whether the capital ist system will collapse, but rather why it
has not already collapsed. We have hitherto follcwed thg prccess of
accumulation in a fictitious capitalism. Reality is different. The
law of capitalist collapse as demorstrated by us functicned in a
"pure" capitalism, - a capitalism that actually does Rot exist. In
order to best illustrate the }aw of capitalist accumulaticn and can-
gequences flowing therefrom, we have had to disregard the secondary
fsatures ard tendencies that are characteristic of the real capital-
ism. For the purpose of our investigation up t¢ ncw, they were quite
irrelevant simce they anly obsoure the inner law of the process of
capital ist accumulation, Outeide of the already wentiomed ©implifi-
ca,ions, we dealt only with the process of production, disregarding
;rt\il.f ications of accumulation by the process of circulatian., Only
fYie Gynamics of society as a whole interested us, 80 that we did not
> one .u;er the individual spheree of producticn, and disregarded oom-
rsuition and its modifying effeot an the tempo of accumuylatian., In
our analysis of accumulatian there was no fcreign trade which from
the point of view of capitalist production is of great importance.
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We disregarded the middle class groups, and epoke M1y T cepsha] a
1abor. There was in our analysis no oredit problem. We diaregarded’
it as well as other important items that more or less modify the apb-
golute law of accumvlation. In short, our analysis of accumulation

igs based o1 a nmm-existent capitalism. All that we set out .to do was
to dcacusirale that by following the process of accumulation in such
a "puc”- osnitalist system, the result would with mathematical cer-
ta115v be the collapse of the system.

Since, in reality, there is no such "pure" capitalist system, it
follows ihat the tendemoy to collapse does not operate in the above
decoribed "pure" form. Instead, the "pure" tendency of capitalist
accuualation :s slowed down in its dizzy pace by counteracting ten-
dencicc which 3180 arise out of the capital ist develepment. The ten-
dency towards collapse which is expressed through crises is mverthe-
lese slowed down and temporarily halted by these very orises though
they be the embryonic form of the final collapse; but the counter
tendenciez are essentially of a temporary oharacter. They can post-
porte the -cllapse of the system. If the crisis is only an embryonic
collapce, bthe final oollapse of the capital ist system is nothing
elee buv a orisis fully developed and unBindered by any ccunter

If the causes of crisis are over-accumulation which makes the "util-
ization" of capital impossible, then new means must be established
to assure again the necessary capital "utilization" in order to emd
the crisis. According to Marxz, a orisis is only a process of healirg,
a violent return to further profitable expamsion; from the point of
view of the capitalists, a "cleaning out". But after the "cleaning"
with "its seriee 0f capitalistic bankruptcies, and the starvation of
the workers, the process of accwumistion is oontinued and after awhil:
the "utilization" of capital again kecomes insuff icient. The self-
éxpans ion s%ops as the accumilated capital agaim becomes t00 large
on its new basis., The new crisis sets in. In this mamer, the ten-
dency towards collapse is broken up into a series of apparently in-
dependent cycles.

III

How Crigis Are Overcome.

{he Chal}ging periods in the economic cycle may be longsr or shorter,
but their periodicity is a fact. It is furthermore a fact that the
tOOm.perlods are always growing shorter, while the duration and in-
tgaglty of the pgrioda of crisis is inoreasing. This reveals the fact
wha. the 'ter:denqles which serve to delay the collapse of capital ism,
ile being an integral part of capital accumulation, are neverthe-
€88 greatly weakeled with every passirng cycle; and the overooming
Orisds beoomes an ever greater difficulty. The United States has
P&sged through a series of industrial crises followed and preceded
tﬁvf(’m periods., The arisis of Ig37 was preceded bv a feverish ac-
Oa.n;.ly of construction. A nationwide network of roads were built,
amoun: were cox"struoted a_nd steamehip rtraffic develop=d. Cigentio
8o o; of capital were imported, and & gensral optimisilic anticipa-
Oiez;t. profits developed speculation, By the first sign of irsufri-
& profit-production, "business" flowed into speculatiom that
By %00k the most bandit-like forms. A orisis shortly followed. To
Doessg(?l? eomomists, the orisis appeared to be vaused by tne!im-
1bil ity of paying interest on borrowed capital, as the rate of
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profit that could be yielded was t00 small." The panic of I85'é was
preceded by a period of intoxication due to the discovery of :li—
fornia gold, and the large railroad constructions alding in;lusnl; al
development in general. Again prosperity was transformed in ge e
tensifisd speculation which is always the case when profi}s ooms
small. The orisis wae again explained by the problems of "interest®,
According to bourgeois conoceptions, the railroads were conktructed
too "guickly", industry developed too "hastily", and it became im-
ppesidic 10 pay interest o the money invested in industry. Capital
hrul grown faster than the possibility of "utilizing" this growth.
This wae f£.liowed Ly the orisis of 1873, 1893, 1907, 1921, - 0 name
only the most important.

In whatever mannar these crisis were explained, each indiv,wipfxl eX-
pianation suggested that profite were insufficient, that furu._;er eX—
pamsion of irdustry was wnprof itable and for that reasm could no’g
take place, 8o thal each exvianation, unconsciously it is true, gives
over-ascumuleticn ae the csuse of orises. But no cune spoke about
this as the inevibtutle ovtcome of the vapitalist process Cf accumu-
lation: this fact wae alwsys disguised as "overproduction of com-
modities","a too aeavy burden of debtes and inabil ity to pay ir;tgrqst“
The fall of prices, thezefore, was accepted as the cause of crisis,

According to Marx, in times of orisis, the rate of profit and with
it the demand for’ industrial capital almost disappears. There is no
lack of purchasing power with which to expand production, out no use
is made Of this purchasing power because it does not vay %0 expand
HIOGUGTion. sime exvanded productitm does nNot brarg in more but
ffs_f?_s;l.rﬁus_@_i_ug}ﬁ_an_yg the previous scale. Though expansion of
rroaucticl has become unprofitable, production at first cont inues

at its previous volume. By this continuation of producticn at its
previous rate, each year, thers is produced surplus value part of
which is intended for accumulation, but without any chance for such
appl ication. Thereby the stock of unsold means of production, of wn-
scld goods in general grows; cost of storing increases, plant equip-
ment is unecessarily tied up sinoce there is no reflux through sales
of commodities produced., The capitalist must at any cost sell, to
obtain the mears of continuing production at its previous scale.This
leads t0 price cutting and 1limited operations of factories. Enter-
prises go bankrupt; unemployment grows.

The capitalist solution to this problem lies in the reestablishment
of the "utilizetia" of capital., To do this, either the value of

the constani capital must be deoreased, or the surplus value in-
oreased. Both possibilities are found in the sphere of production

ae well as in the sphere of circulation. We shall deal here only
with a few of the tendencies that overoome crises and delay the col-
lapsc of the sysiem.

We said the capitalist always sees the fall of prices as the cause
°f oricis, A rise in prices, consequently means to him the begimming
of regcvery.Bourgeois economists claim that as prices fall,bankrupt-
c¢ies Iidorcate proportiorally, and they offer statistioal demonstra-
tions of Ghis fact. Accorling to them, price stability is a gusmrsn-
tee of social stabiliity. But what they really show is oly the in-

creased productivity of lohor expressed in prises. The bemoaning of
Lenkr.uptoies only illustratee the process of capital cuncentration,
in spite of this, bouwrgeois economists have always, in their super-
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ficial manner pointed to the fall of prices as the cause of crises,
and they still hold to this stupid explanation in face of the fact
that in the U.S., since 1925 a boom period took place with falling
prices. It is also a fact that the expansion of the productive ap-
paratus takes place in times of depression when prices are low.Only
when the demand created by that expansion exceeds supply will prices
increase. Therefore, the rise in prices, if it takes place, which is
not absolutely necessary, is the effect and not the cause of recov-
ery. Nay, profitable operatiom must be made possible at the low
price level before recovery ocan begin, This demands inoreased pro-
ductivity of labor which again means higher organic compositiam of
capital, or the reproduction of the crisis om a higher plane,

Increased product ivity is, besides other things, a process of con-
centratim andrcentralization accompanied by amalgamation of in-
dustrial units and general rationalizatiam. So that the crises,even
though they are accompamied by "overproduction" are always Overcome,
in spite of that, by a further expansion of production. That this
leads t0 increased laying off of workers first relative t0 capital
employed, later also absolutely does not alter ite necessity. Sta-
tistics show that in periods of upswing in the Upited States those
bankruptcies whioh ococurred involved small enterprises, and that
while these bankruptoies increased, trusts made superprofits in
Spite of fallimg prices. Trustification made larger profits at 1lower
prices possible, while the small enterprises outside this mcvement
of "rationalization" succumbed. Prof,Eiteman® writes:

"The low prices which had prevailed during the depression

of 1873, encouraged the introduction of labor-saving de-

viees by industry in order to cut cost of manufacture.This

Search for cheaper methods of production continued even

after the return of prosperity, and resulted i@ a steady

downward trend of prices".

The increased produotivity of labor, and the thereby relatively dim-
inished cost of comstant capital makes the "utilization" of capital
again possible. This tendency is apparent during the present orisis.
Reports like the following are not infrequent:

"General Electric's new power plant of $l, 000,000 will be

ready for operation mext spring. According to the esti-

mates of the engineers, the plant will produce steam and

kilowatt hours of energy at a lower oo0s} than has ever

before attained",

At the same time that the "Merohant Fleet Corporaticn™ allowed 124
8hips of approximately ome million tans to be destroyed, the con-
8truotion of 20 million tons of new ships are planned even though
Overproduction" ‘leaves a great mumber of these ships idle in port,
In the crisis, in spite of "overproduction", the apparatus of pro-
dwtion instead of becoming restricted has been enlarged. Beverthe-
1éss, previous crises have passed. The oris is, then, is not a re-
Striotion of the real apparatusof production, but a breakdown of an
gge]r:te,dlsystem of prices aid values, and its reorganization on a
evel.,

According to Marx, the tendenoy in the fall of the rate of profit is
:cOOmpa.nied by an inorease in the rate of surplus value, or in the
ate of exploitation of labor. By the development of the productive
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foroes, commodities are made cheaper. Insofar-as this happens to cem
modit 168 oonsumed by themworkers, the elements of variable capital
are made ocheaper. The value ¢f labor power s inks and rate of exploi-
tation increases. The sawe effect is gained by intensifying labor by
teohnical ratiozalization and by more pitiless modes of speed-up, Or
by lengthening the working day. One of the mos% important méans is
by the foroing of wages below the value Of labor power by taking ad-
vantage of the growimg army of umenployed during a cﬁis is, (The lower
ing of wages balow value has already become a "basis of existence
for the whole system.) The ridioulous conception that by increasing
the purchasing power of labor the orisis can be overcome has always
and still is answered by capital ism reducing that purchas g power
8till further. It is exactly in this mamer, by wage outting, that
capital ism tries to overcome the orisis. Thus, the "Commercial and
Financial Chroniocle" writes:

"The manufacturer is no longer able to produce goods at
a prof it,nd accordingly he stops producing at all and
as a coasequsice, hoets of wage earners find themselves
idie and out of empl oyment. %% the President could be
mduoced to prevail upon the wage earners t0 adjust wages
to a lower basis, omne more nearly in accord with the
times, trade depression would soon become a thing of
the past."

Statistics, for example those of the U.S.Steel forporation, show
that crisis and increasing exploitation run parallel.

Aug, 1,191%
Oct. 1,1914
Feb, 1,1920
May 16,1921.
June 6,1921
Auz.29,1921

10% increase in wages

& hour basis day adopted
10% increase in wages

20% deorease

basic g hour day abolished
decreagse t0 30 cent hourly

RS T e e

Sept.1,1922 - 20% increase
April 16,1923 11% s
Cot, 1,1931 - 1% decreassé

The orisis of 1921 destroyed the previously adopted 8 hour day and
led to sharp waje cutting. In 1931 this was repeated. The intensi-
fication of exploitation is one of the strongest temdencies working
against capitalist collapse.

The shortening of the time of capital turn-over is also a force
aoting against collapse. The main means for accompl ishing this, out-
side of increased productivity, are better and more direct means of
ocommun ioat ioms, especially tramsport, and diminuatio n of stock in
storage, eto. Furthermore, an imorease in nse-values at the same
exchange value, and the founding of new spheres of production with
lower oOrganic oompositian weakens the tendemcy towards the collapse
since these branches of production yield exceptionally high profits.
As the capitalist class cannot dispose of the appropriated surolus
Yalve alode, but must divide it with the middle class groups, the
crisis is always the beginning of an intensified fight betweeu these
groups in the form of a fight of "actual" producers agailst ground
veut. ocmmercial profits, and all other "parasitical® elements, In
phort, a fight of industrial capital ists ageinst all other capital-
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iste and the middle-ocless groups who exploit labor indir8ot1y* thru
the industrial ists.

An important element in re-establ ishing profitable operatimse is the
devaluation of capital, This devaluatian is expressed by the same
amount, of means of production be ing represemted at a smaller value,
The tocrnisal compogitim (M.P,:L) remains; the organic composition
(C.V.) sinks. The mase Of surplus value remains the same, but as it
is now caloulated ‘On a smallex capital basis, the rate of profit

N4s risen. Ia praoctice, devaluatic takes the place of sale at ruin-
oug prices, COrisis and capital-ist wars are gigantio devaluatims of
ccrsbant capital by violent destruotion of value as well of use
vulue forring its materiel basis,

By ever drawipg in new foreign use-values, capitalist production is
expended and the tendency towards collapse weakered. The importing
of cheap foodetufre lowers the value of labor power and increases
the rave of surplue valus proportionally. By the furnishing of cheap
raw materials, tie eléements of constant capital are made ocheaper and
the rate of profit inoreased. Tnis is why the struggle for sources
or. raw materials comtributes one of the main objectives. of interna-
tional capital ist politics. Through the tendency of the equalizatiom
of profits, the wore highly developed countries can appTropriate .part
of the surplue value created iu the less develodped countries. T&%s-
extra profit counteracts the gicking of the rate of profit. By .for-
eign trade, the movement towargs cvollapse is slowed down, and as
this, with the developuwent of accumilstion, becomes a matter of life
and death to the cgapital ist system, it heads imperialist expansion
t0 become -more :and more violewmt,

The intemational character of orisis develops with foreign trade.
The same factor also leads to0 the development of world monopolies,
yet even though s0 much cepital has been accumulated that.further
accumulation, though recessary, is unprofitable, a collapse of the
System need not follow as 1lomg as sufficient capital in form of: for-
8ign loans and investments can find a mew and satisfaotory basis for
util ization". This makes the export of capital characteristic of
imperial ism, All these elements, cormcentrated in imperialism, .are
Temedies against the insufficiency of profits. The final consequence
Of imperialism’ is the political anmexation of foreign territories,
80 that the securing of ap additional stream of aurplm.mgx..helpﬂ
50 postpone capitalist collapse. As the progress of acoumulBtion
makes the threat of collapse more imminent, the imperialist tenden-
Cles are proportionally strergthened.

/ IV
Permane nt Crisis.

1’2 have previously shown that the Marxist theory of aocoumulaticn is
® law of the oollapse of the oapitalist system. We have further

dOmoIstrated that this law is overcome by counter-tendencies Ifor ocer-

g_:'“tl,ge{‘_lods' But these counter-téndencies are -themselvee Oveicome

Wit ion neoo Of development or lose their effect through overaccum-

55, Rationalization becomes failing ratioralization. Awa.gaaa-

% a0’ o rging of industrial wnits, iSs made unfavorable by ul:

pio g2 iEbt Of closed downm units. Wage outting and intereifis i sx-

p;i‘i *%0lOR aleO have their limits. The workers cannot permancrtly be
id b2low their cost of reproduction, Dead and starving workere
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