Daum on Stalinism- Chapter 3 Capitalism's Cri®es

3. CAPITALISM'S CRISES

Marx was one of the first to observe that the teogldoward cyclical crises was an inherent, lavcharac-
teristic of capitalism. But his theory of crisessHang been one of the most disputed aspects ofvtiik.

One reason is that it has direct political implicas: each explanation for crises implies a sofutar avoid-
ing them, and the political programs of the variddarxist tendencies inevitably color their thecrati
analyses. Reformist and revolutionary interpretdrarxism have made crisis theory into a majottibat
field.

Another reason for controversy is that Marx nevetr tg treat the subject with the detail and coheselme
planned. Comments are scattered about his wriinganixed in with other topics, and short-termagiand
long-term effects are not always distinguished.Bb#gin with the short-term crises; our interpretati® de-
signed to clarify their role in carrying out Marksg-term periodization of capitalist developmettie sub-
ject of the next chapter.

THE CRISIS CYCLE

Marx linked crises to the life cycle of fixed caglit

"As the magnitude of the value and the durabilityhe applied fixed capital develop with the devel-
opment of the capitalist mode of production, tietiine of industry and of industrial capital lengtis

in each particular field of investment to a permidmany years, say of ten years on the average.
Whereas the development of fixed capital extendsleéhgth of this life on the one hand, it is short-
ened on the other by the continuous revolutiomérheans of production, which likewise incessantly
gains momentum with the development of the capitatiode of production. This involves a change in
the means of production and the necessity of twistant replacement, on account of moral deprecia-
tion, long before they expire physically....

"The cycle of interconnected turnovers embracimgimber of years in which capital is held fast lsy it
fixed constituent part, furnishesmaterial basis for the periodic crises. During this cycle business un-
dergoes successive periods of depression, meditiwityagrecipitancy, crisis. True, periods in whic
capital is invested differ greatly and far fromrugide in time. But a crisis always forms the stayti
point of large new investments — therefore, from ploint of view of society as a whole, more or Jess
a new material basis for the next turnover cyéfe."

Let us take a closer look at the different pha$eélenindustrial cycle cited by Marx.

In the recovery (or "medium activity") phase aftecrisis, labor is widely available and relativelyeap;

most spheres of production expand, hiring more exsrkAccumulation takes place in several waysctre

centration of capital in existing capitals, thenf@ation of new capitals and the subdivision of agitals to

take advantage of profitable conditions. In patticucapitalists invest in the production of newefil capital,
which not only takes time to be produced but alae the property that its full value is transfertedther

commodities only over the period of its workingléind therefore is not immediately realized onntlagket.

The recovery phase is a period of increasing prii@uty an increasing number of independent umit af

relatively low competition for markets, because dathby workers and capitalists initially runs ahead
production.

Since fixed capital eventually enters into prodorctand the availability of workers is limited, erg#on
reaches a point where labor begins to run shoiis Ehthe expansion dsoom (Marx's "precipitancy"”)
phase, in which conditions are most favorable &owiorkers; they are able to increase wages bydakih
vantage of the competition among capitalists f@wofa This creates a short-term reduction in thelssr
value extracted per worker, hence a fall in the cdtprofit.

The unplanned nature of production, combined with ¢apitalist drive to accumulate, means that suppl
soon outpaces demand. As the boom nears its geakroducts of the new fixed capital reach the mtark
Because of the multiplicity of producers in evephare, capitalists are compelled to compete foelsigs
well as for workers. These conditions bring abowgrproduction, in producers' goods especially. @itigs

is triggered when a sizeable portion of the valimpced cannot be realized, that is, sold to buyeesling
the given use values and able to pay the exchaalge of the commodities.

In the crisis phase, increasingly many capitalsfaresd to cut production and even to halt it extyir Pro-
duction drops as the rate of profit heads downw@nekrproduction in consumption goods can turn into



shortage as industries manufacturing supplies gbwh. The army of unemployed workers grows, ansl thi
relieves the pressure for high wages. Even costapifal goods go down.

When the rate of profit sinks below average, theleeynoves into itslump phase; unemployment is ram-
pant and many capitals are wiped out. But therddpressed conditions begin to reverse the situalioa
rate of profit of surviving capitalists turns upnee both labor and production goods have becoreapsr.
This is the phase where the centralization of ehfitturishes, for the surviving capitalists carytmut bank-
rupt firms at prices below their usual value. Aigl with labor weakened and capital further cerzealj the
cycle begins anew.

These systemic crises provide a catharsis for &ipitadist economy, enabling the system to purgalfitsf
obstructions like backward enterprises and powesdgtors of the work force. The purge comes attse
of social instability, and this is why capitalisrev@loped techniques for dampening crises. Thebaitpees,
however, also weaken the system in that obstrustimmw are not so easily removed. We will see tbalte
in our discussions of the post-World War Il wontdlater chapters.

The theory outlined here is an overproduction theafr crises (as opposed to underconsumptionism de-
scribed below). Crises result from the fact thathelaranch, and indeed each separate capital, mpahe
independently, whatever the needs or purchasingpofisociety as a whole.

The description just given of the crisis cycle rdyoa general outline of the forces that come jpity. No
actual crisis follows the model exactly. In fadtetimmediate causes that precipitate particulaesrare
usually obstructions and imbalances in the monedgsgem. It was capitalism's money and credit syste
that displaced direct barter as the major modexcti@nge and created the possibility of selling cawlitnes
without buying others (or vice versa); that is hgeods can be produced that don't find a market.vélge-

ries of money make each crisis appear differentdisguise the underlying patterns. Moreover, atsfist

tion and monopoly play increasingly powerful roldse cycles became increasingly warped. The extreme
distortion, as we will show in a later chapter, urscin the Stalinist system.

Although overproduction under capitalism is thersewf crises, a rationally based socialist societyld
need a different "overproduction" — of use values, value - for its own purposes. Since the amofitie
various kinds of fixed equipment that have to h@aeed in any given year cannot be perfectly ptediand
will vary, an oversupply has to be prepared fouragce. As Marx put it, the problem "can be remadiely
by a continuous relative overproduction. ... Thigt ®f overproduction is tantamount to control logisty
over the material means of its own reproductiort. \Bithin capitalist society it is an element of extey."45
We will see in Chapter 5 that Stalinist overprodutis a form of capitalist anarchy rather tharetection
of social control over economic forces.

UNDERCONSUMPTIONISM

A popular "Marxist" theory of crises is undercongionism: the idea that capitalism tends to produee
sufficient demand for consumption goods in particults basic version argues that crises occurusecaf
the excessive exploitation of the workers. Sincekers are paid for only part of the value they o]
they cannot possibly buy back the whole produc¢heir labor. Moreover, the capitalists who apprafarithe
"excess" surplus value are too few to consumedh®minder. Hence many commodities cannot find buyers
and crisis ensues.

Underconsumptionism in this form is a traditionaary of reformist social democrats and labor leside
they deduce that paying workers higher wages isang to prevent crises. However, the fact thatesris
break out at the point in the cycle when the wakeve their highest wages, as Marx noted, makearth
gument for higher wages to avoid crises unconvipeimlong with the theory of underconsumption as an
explanatiort?

Marx also responded that the masses' underconsumpthe fact that they cannot afford the full raraf
commodities needed for a comfortable living staddais a constant of life under capitalism, throumgih
boom and bust. (Indeed, it was constant underallipus class societies as well.) If underconsuonptvere
the source of crises they would be permanent, yalical.

Certain passages in Marx's work are often takgustify the claim that he was an underconsumptioifisr
example:

"The conditions of direct exploitation and thoselwd realization ofurplus value are not identi-
cal. They diverge not only in place and titmgt also logically. The first are limited only byet



productive power oEociety, the latter by the proportional relatiorfighe various branches of
production and the consumer power of society. Bid flast-named is natetermined either by
the absolute productive power, or by the absatotgsumer power, but by the consumer power
based on antagonistimonditions of distribution, which reduce the congtion of the bulk of
society to a minimum varying within more or lesgroav limits. It is furthermore restricted by
the tendency to accumulate, the driveet@and capital and produce surplus value on an ex-
tended scale®”

There is no hint here that capitalism could aveiges by increasing the consumption of the magmpfila-
tion. Of course, restricted consumer power is aem®sal basis of crises: they occur because the wias
wealth is in the hands of capitalists, who canrigsts use when profits are low. Since capitgtistduction

is driven to increase absolutely, which meansthaburces are constantly drawn away from consumption
and toward accumulation, the consumption of soggetecessarily limited. This would be true even if con-
sumption were much greater than in Marx's timeat &sin the leading capitalist powers today. Serethis
allegedly undercon-sumptionist passage is bettergreted in the light of the overproduction theorg
outlined: production tends to increase in unplarfiastlion and thereby beyond the social demand,attem
how great.

The main point overlooked by the underconsumptienis that even if capitalists made no profit dt al
workers would not buy back the entire product. Aipo of the value produced comes from constanitakp
and that portion, along with much of the surplssigpurchased by other capitalists for use in ¢ round

of production. Moreover, it is not even true thihvalue eventually ends up embodied in consumption goods
meant for purchase by the working class; a majgmeht of constant capital always is reproducedoas ¢
stant capital. The error here is that all produti®"meant” for eventual consumption. It impligieiccepts
the idea that the aim of capitalist productionse walues rather than value, and therefore thgtrbletariat

is a deprived consuming class whose goals areadfiewithin the system.

The implication of underconsumptionism, plainly apmt when expressed by reformists, is the idea tha
capitalism can be made rational

— that is, it can save itself from deadly crisesdmrhing to produce for human needs rather than for
profit. This view has nothing in common with Mamho held that production for value was the es-
sence of the system

— in contradiction to satisfying the use value negfdtie masses.

We will see in later chapters that one or anotlesion of underconsumptionism lies just beneathstire
face of most Marxist theories of modern capitaligm.influential view is that of Baran and Sweezyose
ideas swayed the American New Left of the 1960'®yThold that capitalism's problem in modern tirises
an excess of "surplus" which, unlike Marx's surplakie, has no direct connection to the exploitatbthe
proletariat. The system cannot absorb the surpitiut resort to arms spending and other artifid@lices.
Moreover, it suffers from a "tendency of surplusige.” Economic crises are obsolete; instead we ffang-
term stagnation and social crises ("disorientatapgthy, and often despaif®)Sweezy's criticism of state
capitalist theorists who don't base their analygabe Soviet Union on capitalism's laws of mot{gee the
Introduction) comes with ill grace from one whos®lgsis ofcapitalismisn't based on capitalism's laws of
motion.

Baran and Sweezy's theory of a crisis-free capitaliike their rejection of surplus value, was awanient
rationalization for political views that reject theoletariat in favor of third-world nationalism.was also the
product of the growing middle class's illusionseirdless prosperity that gave rise to theorieslmfught-off
and bourgeoisified working class. Written in 196& book's thesis was decisively answered in meadiy
the French working class uprising of 1968. It soalefuted by the prolonged decline in living stnald that
has characterized Western capitalism since thell@®@'s (see Chapter 6). The logic of underconsiompt
theories is very close to Keynesianism, a majorefan bourgeois economics during the past halfurgnit
holds that state intervention into the economy fmaastall the outbreak of crises by regulating coner
demand, in part by doling out some sops to the ingr&lass. This idea conceals the fact that workgins
are always achieved through militancy against ehpdis in the United States during the 1930's. Ksian-
ism is a theoretical cover that claims credit foratvthe masses won for themselves. It also justifie class-
collaborationist programs of social democrats (amahy academic Marxists) who argue that their "anti-
monopoly” policies are in the interest of all sbgi@ot just the workers. Once in office, howewenen there
is less fat on the economy to offer for sops, da@anocrats find that "the general interest" regmimusterity
for the workers so that profits (the real goallef system and its keepers) can recover.



DISPROPORTIONALITY

In contrast to underconsumptionism, disproportityé the theory that capitalist anarchy leadgh over-
production of some commodities and the underpradluaif others, in essentially random fashion. Tbis
is based on correct observations that reflect tomiaed character of capitalist ownership. But likeder-
consumptionism, disproportionality iscanstant fact of capitalist life that cannot account fariodic crises.
Marx's analysis shows that capitalism's drive twuawulate creates cyclical overproduction in albareeven
assuming disproportions between spheres. In hidsvor

"If it is said that there is no general overproductbut simply a disproportion between the various
branches of production, this again means nothingertitan that, within capitalist production, the pro
portionality of the particular branches of prodantipresents itself as a process of passing cohstant
out of and into disproportionality — since the neennection of production as a whole here forces it
self on the agents of production as a blind lawd aot as a law which, being grasped and therefore
mastered by their combined reason, brings the pto@uprocess under their common contfdl.

Before World War 1, disproportionality was the dhaternative to underconsumptionism. It was hejd b
theorists who hoped that the development of cagitelvould moderate tendencies toward crises. Lieid
an anti-reformist version of the theory, as we @@k in the next chapter. Today its implicatiorscearer: it
is favored by Stalinists and social democrats wé® the solution to capitalism's crises as state@om
intervention, which can supposedly overcome theda@disproportions arising from an unplanned raark

A leading classical disproportionalist was the Belgk Nikolai Bukharin, who argued that a crisiedrcapi-
talism was possible. "Let us imagine," he wrotbg'tollective-capitalist social order (state capitalism) in
which the capitalist class is united in a unifiagst and we are dealing with an organized, thougheasame
time, from the standpoint of the classes, antagiocresonomy.” He went on:

"Is accumulation possible here? Of course. Theteobhsapital grows, because the capitalists' con-
sumption grows. New branches of production, cowrdmg to new needs, are continually arising.

Even though there are certain limits to it, the keos' consumption increases. Notwithstanding this
‘'underconsumption’ of the masses, no crisis cae aince mutual demand of all branches of produc-
tion, and likewise consumer demand, that of thetalgis as well as of the workers, are given from

the start. Instead of an 'anarchy of producti@nplan that is rational from the standpoint of talpr°

Bukharin assumed that a "planned" capitalist ecgnomwhich relations between classes are hostite ca
introduce harmonious relations within the rulingsd. This is false from a theoretical standpoietib's
analysis of imperialism (Chapter 2) showed thatifstation and monopoly do not eliminate competitio
between capitals but ultimately heighten it. It & been falsified in practice: Stalin's Russighe 1930's
showed that intensified exploitation of the workiclgss could not take place without rivalry and peti
tion within the bureaucracy (Chapter 4). Once agarare dealing with the anti-Marxist idea thatitajsm
can be made rational. Bukharin concluded his argabfsstate capitalism by claiming that while tkgstem
would be free of ordinary crises, it would stillodg into stagnation. Looking at the Soviet-typerexoies
today, Bukharin's insight may seem remarkable.vBiwill show in Chapter 5 that the apparent abserfce
recurring crises under Stalinism is deceptive, thatithere is a far better explanation of its steigm.

THE FALLING RATE OF PROFIT

Marx's "law of the tendency of the rate of proGtdecline” is another reason often given as thésldas
capitalism's periodic crises. We will use the alilation "FRP" to refer to Marx's falling rate ofdfit law,
both for simplicity and to distinguish it from othiactors which cause the rate of profit to decline

The rate of profit does of course decline cyclicalh the verge of each crisis, as outlined abogeabse of
intensified accumulation and higher wages. Thedtas point to such a "profit squeeze" can eas#yab-
commodated within bourgeois ideology, since inaftaey condemn the greedy working class as theecau
of crises. When raised by leftists, theories of thenre usually imply a "solution” through statanpling to
compel investment even where less than fully pabfeé. Such panaceas cannot last long unless thigdmsi
state itself is overthrown.

The falling rate of profit law is one of the mogintroversial subjects in Marxist literature. Marxnkelf
gave it the highest standing:



"This is in every respect the most important lavpolitical economy, and the most essential for unde
standing the most difficult relations. It is the shimportant law from the historical standpointislia law
which, despite its simplicity, has never beforerbgesped and even less, consciously articulated."

On the other hand, leading Marxists like Bukharid &rotsky seem never to have mentioned the FRike wh
Luxemburg referred to it mockingly and Lenin onfypassing. We will show that the falling rate obfr
tendency has an intimate relation with the crigides- but is not the cause. Its importance idirits to capi-
talism's epoch of decay.

According to Marx, the FRP derives directly frone throwing domination of dead labor (capital) oweing
— the rising organic composition of capital. Thesibeargument is simple. On the one hand, only ¢jJax
bor produces surplus value, and the amount of ssin@lue that can be produced by one worker in &k-wo
ing day is limited by the number of hours in thg.dan the other, the value of the means of produadihat
the worker employs can increase without limit.olldws that the surplus value produced decreasasas-
portion of the total capital (constant plus vargblThat is, the ratio of surplus value (from whprofits are
derived) to invested capital - the rate of profials. As an algebraic formula, the rate of pridiexpressed
as

C+V

where S stands for surplus value, C for constapitalaand V for variable capital. The theory isttloaer
time C increases faster than S with respect tchérdfore the overall ratio decreases.

Before Marx, bourgeois economists had already @bsethe falling tendency of the rate of profit - it
aroused their concern over the future health oftalggm - but they could not explain it. Today alshall
economists as well as many professed Marxists tighe law, arguing that there is neither any figstiion
for it in theory nor, whatever the conditions ireth9th century, any sign of a general decline pitabst
profit rates. To provide a historical demonstratidrihe FRP would take us too far afiéfddere our task is
to show how the law works in theory. First, we nibigt Marx foresaw some of the problems:

"If we consider the enormous development of thelpctive forces of social labor in the last 30 yedone

as compared with all preceding periods ... in paldir the enormous mass of fixed capital, aside fte
actual machinery, which goes into the process cifabproduction as a whole, then the difficulty wimihas
hitherto troubled the economist, hamely to expldie falling rate of profit, gives place to its opjte,
namely to explain why this fall is not greater andre rapid.*® There are countertendencies to the FRP,
Marx noted, which tend to raise profits. They "ar@nd annul the effect of the general law, and give
merely the characteristic of a tendency." Thestde 1) the increasing intensity of exploitatiorhigh in-
creases surplus value; 2) the cheapening of uhitertstant, and especially of fixed, capital - whiowers
the value of invested capital and therefore raibesprofit rate as a percentage of it; and 3) prearade,
which enables capitalists to invest where profiesfagh because of low-paid workers.

Marx believed that the FRP would normally dominidie counteracting tendencies, because of both empir
cal evidence and his overall understanding of tiyfgermanence of capitalism. Although he tried toknast

a convincing demonstration by means of the lawmofion of the system, the argument as he left & wa
incomplete. The door remained open for Marxistnatathat the FRP is false, as well as for intergiaia
thatmake the FRP purely a cyclical phenomenon in witiehcountertenden-cies periodically catch up with
the main tendency and restore the system's headtip@fitability (see below). Thus the crises cgcbeuld

be eliminated through directive state planning af only production but long-term investment policgin-
other reformist myth under capitalism. One elemgnéagument against the FRP is that no capitalsild
ever invest in new equipment if he expected thagleo would lead to a lower rate of profit. Maeplied
that the initial investor in a new machine usuaégps a windfall profit by producing commoditieddve
their average value (and below their operativarsglprice); only when the new technique is standac
does the higher organic composition bring downaberage profit rate. Opponents retort that sucbor@ag
may have worked at one time, but now that capitahave centuries of experience they could seedahea
new technology leads to lower profit rates; if Mav&re right, therefore, no new investment woulduoca
Marxist reply at this level requires a concretelysia.

We begin to fill in the gap in Marx's argument lynsidering the rate of profit as it varies betweapitals
and over the crisis cycle.

The fall in the overall profit rate due to the migiorganic composition of capital works out diffettg for
different firms. A company using new techniquegpadduction can charge lower prices for its goodd an
thereby undercut obsolescent rivdls.rate of profit does not fall, but rises -despiteadivn higher organic



composition, since it has engineered a temporargrgéence between value and price. As for the rivals
theory their old fixed capital has been devaluéntésthe reproduction of their use value now reszpifewer
hours of labor because more modern methods ekigtfhey are still compelled to calculate theirfiinates

on what they originally paid for their equipmenhuE the out-of-date capitals have to sell at leas tvhat
they anticipated at the time of investment; so theffer a loss in expected income and thereforéitpro
Their rate of profit falls; the value/price divergenceriagainst them.

The point that the FRP affects different capitafferently is missed, for example, in a British aghist's
argument against the revolutionary implicationshef FRP:

"Marx's theory does not apply to the situation hitdn in recent years. Britain today is not theico

try where the productive forces under capitalisimehdeen pushed to their most advanced limit. ... It
is clear, from a casual examination of the stasstihat the 'social productivity of labor' in Biit is
much lower than in France, West Germany or theddn8tates. Furthermore, the amount of machin-
ery per worker, measured in either value or voltemms, is much lower in Britain than its more ad-
vanced capitalist competitors. The scenari@apital of a fall in the rate of profit coming about at the
most advanced stage of capitalist development wapjidy more to the United States and to continen-
tal Western Europe than to Britain; if it appliedadl.">* That is, the FRP implies that since Britain has
a lower organic composition than its rivals, it btugp have a higher rate of profit. Since Britasrob-
viously not doing well, it follows that the FRPfalacious. Our answer is that Britain's is notiso
lated economy, and precisely the more advanceduptivé methods used elsewhere drive down the
rate of profit of uncompetitive British firms. Caeaty to its author's intention, his example in fai-
vides an illustration of the FRP in operation.

The FRP works out differentially not only betwe@mf (and countries) but also over time. As notaedie,
the rising organic composition tendency is caroetin the boom phase of the business cycle, wherea
main countertendency to the FRP — the cheapenirgjemfients of constant capital -occurs mainly in the
depression phase. Ideally the two conflicting tewdes would balance each other. When capitals gredv
out and the surviving capitalists pick up the pgeeaé bargain rates, this (approximately) re-esthbk the
real value of the old capital at a reduced leairty its obsolescence into account; accordinbly,rate of
profit that the new owners make on old capital wlook back to normal. At the same time, weak capital
whose profit rates had been lowest would no lofigein business; their profit rates would not eivier the
average to bring it down. Hence the average rapeadit would come back up. But all that the reatmm of
profit rates means is that the rate of profit & dtrviving capitals is more or less back to where it was.df w
were to consider the capital invested at the stiaat given cycle, by the end of the cycle somet efould
have been destroyed. The rate of profit it recewesld be zero; if averaged into the total, thisuldobring
the average down considerably. Hence the FRP isteacted only by the destruction of a fractiocaypital
(and of capitalists). Capitalism, even when progikes maintains its stability — its efficiency agasured
by the average rate of profit - only through a pszcof fratricide.

Moreover, there are always obstacles to this &gl mode of operation, which intervene especially
capital becomes monopolized and statified. At gége it is harder to wipe out the inefficient firnWhen
the capitals due for destruction are very largeplkéng crises at their expense will hurt the systes a
whole, not just the working class and the oustqiitalists. So crises amot ideally resolved, and as a con-
sequence, the countertendencies to the FRP (wlbigtish in the depression phase) are not fully texker

Consequently, in the course of a given cycle the Rl tend to overcome the countertendencies. \ttith
rate of profit tending to fall from cycle to cyctather than simply within each cycle, the successiises
get worse and worse. This process reaches itsiape® epoch of capitalist decay, as we will sethannext
chapter.

Our reasoning shows that the FRP is not a shart-peocess, despite the fact that the profit-ratetélations
it causes are carried out by the crisis cycle amdparallel to the fluctuations induced by the labmarket.
As our citations prove, Marx too regarded it asragtrun, historical phenomenon. Some theorists btid
erwise, but then they cannot explain why there khbe an intensification of crises as the systemsay
The full interpretation of the FRP depends on atenstanding of capitalist decay, and any attempgstrict
this tendency to its role in cyclical crises amauatrejecting the system's epochal transformation.



THE VALUE DILEMMA

The falling rate of profit tendency is not a teaatiphenomenon depending solely on the extent charg-
zation of the economy. It expresses the contragiatature of value and of production for valueisithe
practical demonstration of capitalism's dilemmaofumulating new capital and devaluing the old.ane
now in position to understand an immensely ricrepge from Marx:

"The crises are always but momentary and forciblet®ns of the existing contradictions. They aigent
eruptions which for a time restore the disturbeugildaium.

"The contradiction, to put it in a very general wagnsists in that the capitalist mode of productio
involves a tendency toward absolute developmettt@productive forces, regardless of the value and
surplus value it contains, and regardless of tlmak@onditions under which capitalist production
takes place; while, on the other hand, its ainoipreserve the value of the existing capital arwd pr
mote its self expansion to the highest limit (ite.promote an ever more rapid growth of this value
... The methods by which it accomplishes this idelthe fall of the rate of profit, depreciationeot
isting capital, and development of the productimeés of labor at the expense of already created pr
ductive forces....

"The real barrier of capitalist production is capitself. It is that capital and its self-expamsippear

as the starting and closing point, the motive dredfgurpose of production; that production is only
production for capital and not vice versa, the nseainproduction are not mere means for a constant
expansion of the living process of the societyroidpicers."56

Let us illustrate Marx's analysis by means of aagmary construction. If there were such a thing asi-
versal capitalist ruling body determining the ietgs of the system as a whole, it would be torwéen the
horns of the dilemma implied by Marx. To accumulatensively by revolutionizing production through
new forms of capital means devaluing the old exgstapital; but to hold back accumulation mean®att
ing in the battle for power against the workingssla

Of course, there can be no universal capitalidiaity, so in reality the dilemma is faced only dgpitalists
controlling narrow sectors of capital. The owneanfindividual factory must modernize as rapidijhasan
afford, lest his capital be devalued. Monopoly owmnmay hesitate to modernize too rapidly, lest ofee-
tions of their capital be prematurely devalued.weswill see in Chapter 5, the rulers of the Stalirstate
have adopted yet another alternative, an exterditime monopoly strategy, which also fails to restiuem
from the inherent contradiction. The law of valug@mresses the essence of the capitalist dilemmaieVal
permits a smooth crisis-free economy only underctihrguncture of two conditions: unfettered compatit
to guarantee that the most efficient productionhoés triumph, and conscious planning to avoid awerp
duction by independent producers. Each of thesdittons is impossible, and the two cannot hold even
approximately at the same stage of history. TheiSible hand" of Adam Smith operates only whengis-
tem is in its infancy and no firm is big enoughdimminate the market. Whereas social planning i€eon
able only in an advanced stage, when monopoly hadtate dominate. The contradictory logic of epit
accumulation shows that the law of value is theadithent of the system's internal contradictions.

In Marx's description (quoted above) of the ultimabntradiction of capital, it is not the increadeuse
values that is contradictory but the unbounded increaselie, which necessarily accompanies the growth
of use values under capitalism. Existing valueshoaibe preserved if new values are produced tmatere
them obsolete. Accumulation of value is therefarenterposed to production of use values essepotiadhé
proletariat and future society. Capitalism's insneg consciousness of this contradiction, and teasures

it took on the basis of its own laws to foresth# revolutionary maturation of the proletariat,ugbt an end

to its epoch of progressive development.

The fact that the crises and decay of capitalisrnirgrerent in the nature of value refutes all aptisnbo treat
value calculation as an expression of rationalitye anti-Marxist theories remain popular as expoessof
middle-class aspirations to find (or engineer) iitghin a system whose fundamental basis is clams-
flict. 56. Capital, Vol. Ill, Chapter 15, Part 2 (pp. 249-50)
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