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 Summary

 In the work of Marx, a general theory of economic crises cannot be found, at least in a developed form. This fact contributed to the formulation of different and generally contradicting Marxist crisis theories. Three such theories: the underconsumptionist approach, the theory of capital overaccumulation and the approach of the tendentially falling profit rate, (all of which were formulated by Marxist theorists shortly after the death of Marx and Engels) constitute different interpretations of the theoretical categories of the Marxian Critique of the Political Economy. Many Marxists still consider them to be indispensable theoretical tools for the understanding of the mechanism of capitalist economic crises. 

 The critical presentation of the dispute between these three major historic Marxist approaches to economic crises, leads us to advocate in favour of a version of the overaccumulation approach, which can be described as capital overaccumulation under the action of "absent causes". This means that our approach conceives economic crisis as capital overaccumulation, which is not the result of a single, systematically acting cause (eg. disproportionality between the economic sectors of capitalist production), but as the (periodically outbreaking) outcome of capitalist development, that is an outcome of the total contradictions that characterize capitalism.

1. The reality of economic crises and the Marxian theory

 Economic crises of capitalism constitute an immediately conceivable reality, with typical characteristics. This explains why Marx and Engels repeatedly referred to economic crises many years before Marx developed the theoretical system of the Critique of Political Economy. Until the publication of his major work, "Capital", Marx referred to the economic crises in a descriptive rather than a theoretical manner. Moreover, in Marx's mature economic writings, one finds only fragments of a crisis theory, which are developed along with other theoretical argumentations. A Marxian general crisis theory can therefore be "discovered" and reconstructed only as a result of a systematic theoretical analysis. In other words, it can be "discovered" in condensed, but also incomplete form in different parts of "Capital" and "Theories of Surplus Value". This is one of the reasons why the Marxian theoretical framework on economic crisis, as formulated by Marx in his mature economic writings, seems to allow different (ie. theoretically incompatible) interpretations, which lead to contradictory Marxist crisis theories. 

 In my opinion, the historical dispute among Marxists on crisis theory, during the period 1900-1937, was based on such thorough theoretical analyses, that to this day it constitutes the theoretical locus of nearly all Marxist approaches. 

 This durability of the historic Marxist approaches to economic crises has a double theoretical meaning. On the one hand, the fact that we are dealing with contradictory Marxist theories, shows that crisis theory still constitutes an open problem for Marxist economics. On the other hand, the fact that all approaches are based on interpretations of the Marxian economic categories and analyses, makes clear that one can no longer  approach Marx's crisis theory without taking into consideration the theoretical arguments stated by these historic Marxist approaches.

 In this paper, I will begin by presenting Marx's theoretical framework on economic crisis, so that a critical discussion on the Marxist approaches to economic crisis may follow.

 2. The Theoretical Framework Stated by Marx

 Marx refers extensively to economic crises of capitalism in 

 the third Part of Volume 3 of "Capital" (Chapters 13-16), which 

 bears the general title "The Law of the Tendential Fall in the 

 Rate of Profit". A special emphasis on the subject is given in 

 section 3 of Chapter 15 of Volume 3 though, which is entitled 

 "Surplus Capital Alongside Surplus Population".

 Marx names economic crises crises of overproduction, 

 explaining: "Overproduction of capital and not of individual 

 commodities -though this overproduction of capital always 

 involves overproduction of commodities - is nothing more than 

 overaccumulation of capital" (Marx 1991, p. 359). Furthermore he 

 states that crises express themselves in the structure of the 

 capital relation per ce: "Periodically, however, too much is 

 produced in the way of means of labour and means of subsistence, 

 too much to function as means for exploiting the workers at a 

 given rate of profit". (Marx 1991, p. 367, underl. by me, J. M.). 

 However, crises "are never more than momentary, violent 

 solutions for the existing contradictions, violent eruptions that 

 re-establish the disturbed balance for the time being" (Marx 

 1991, pp. 357-58).

 According to Marx, therefore, crises are characterized by a 

 "plethora of capital" (Marx 1991, p. 359), an overproduction of 

 capital, both in the form of (invested) means of production and 

 in the form of unsold (consumption and investment) commodities. 

 This overproduction is never absolute -referring to social needs- 

 but relative, determined by the social character of the 

 capitalist mode of production. It always refers to the effective 

 demand and to the level of the profit rate "that is required by 

 the 'healthy' and 'normal' development of the capitalist 

 production process" (Marx 1991, p. 364).

 Overproduction of capital (overaccumulation), having as its 

 counter-side the retardation of effective demand regarding 

 production (underconsumption) and fall in the profit rate, are 

 concepts which aided Marx in describing the interrelated forms of 

 manifestation of economic crisis. The crucial task is to 

 distinguish which of these concepts constitutes the main, the 

 decisive structural relation of capitalist economic crisis. 

 According to the answers given to this question, Marxist 

 theorists were divided into three distinct theoretical streams.

3. The underconsumptionist approach of the "orthodox" German 

 Marxists

 After the death of Marx and Engels, the "orthodox" Marxists of 

the German Social-Democracy, under Karl Kautsky, Bebel, and 

others, conceived economic crises of capitalism as crises of 

underconsumption. The following quotation by Kautsky, from a 

paper of his on economic crises (published in the socialist 

journal "Die Neue Zeit", No 3 (29), in 1902) is characteristic of 

the opinions shared by them: "Although capitalists increase 

their wealth and the number of exploited workers grows, they 

cannot themselves form a sufficient market for capitalist 

produced commodities, as accumulation of capital and productivity 

grow even faster. They must find a market in those strata and 

nations which are still non-capitalist. They find this market, 

and expand it, but still not fast enough, since this additional 

market hardly has the flexibility and ability to expand of the 

capitalist process of production. Once capitalist production has 

developed large-scale industry, as was already the case in 

England in the nineteenth century, it has the possibility of 

expanding by such leaps and bounds that it soon overtakes any 

expansion of the market. Thus, any prosperity which results from 

a substantial expansion in the market is doomed from the 

beginning to a short life, and will necessarily end in a crisis" 

(quoted by Luxemburg, in Luxemburg/Bukharin 1972, p. 79). 

 The above quotations of Kautsky's article are of 

great interest because they summarize the basic postulates of the 

underconsumptionist Marxist approach to economic crisis: 

The underconsumption of the working class builds not only the 

cause,1 but also the decisive characteristic of the complex 

structure of economic crisis. Economic crisis reveals the 

inherent (constantly acting) retardation of real wages (of the 

consumption ability of the working class) in respect to the 

productivity of labour (and hence the volume of the capitalist 

produced commodities). Crisis is the result of a continuously 

decreasing labour-force value and labour share in the net 

product. 

 According to the main postulate of the theory discussed here2, 

an abstract ("pure") capitalist society cannot exist and 

reproduce itself on an expanding scale. On the contrary, it will 

suffer a permanent underconsumption-overproduction crisis. The 

only way out of crisis for capitalism is the creation of an 

"external" market (in respect to the pure capitalist economy, 

i.e. the capitalists and their workers), which is formed, 

according to Kautsky, by "those strata and nations which are 

still non-capitalist". The notion of the market "external" to the 

process of capitalist production, is typical for all versions of 

the underconsumptionist approach -it is referred to as the "third 

persons" of the colonies by Rosa Luxemburg and her followers 

(Sternberg), as "non productive new middle-class" by Moszkowska 

(1935, pp. 96-97), as state-expenditures asserting the absorption 

of "economic surplus", in Moszkowska again, as well as in many 

other underconsumptionist approaches, etc. 

 4. Tugan-Baranovski's Critique

 The theoretical analysis of the "orthodox" German Marxists was 

at first criticized by the Russian Marxist professor Tugan-

Baranovski, who was then a member of the Russian group of so-

called "legal Marxists". In keeping with the "orthodox" Russian 

social-democrats (Plechanov, Lenin), this group contended 

theoretically against the dominating Russian Marxist stream, the 

Narodniki, under Danielson.

 The Narodniki denied that capitalism had the chance to develop 

in Russia, on the basis of a typical underconsumptionist 

argumentation. They claimed that the low purchasing power of the 

Russian working masses made the realization problem of the 

capitalist produced Russian commodities unsolvable. 

At the turn of the century, Tugan-Baranovski wrote two books 

in the German language: "Studien zur Theorie und Geschichte der 

 Handelskrisen in England" ("Studies on the Theory and History of 

 Crises in England", 1901) and "Die theoretischen Grundlagen des 

 Marxismus" ("The theoretical Foundations of Marxism"). In these 

 books he re-formulates his anti-consumptionist critique, this 

 time against the crisis theory of the "orthodox" German Marxists. 

 Tugan-Baranovski's critique can be summarized in two main 

 arguments:

 a) With the undeconsumptionist approach, the German "orthodox 

 Marxists" abandon Marx's theory, which proves, on the basis of 

 the reproduction schemes in Volume 2 of "Capital", that the 

 expanded reproduction of a "pure" capitalist economy is possible, 

 while the existence of any non-capitalist "third persons" is 

 unnecessary. 

 b) The increase in labour productivity and in the profit share 

(due to the faster increase in the volume of capitalist produced 

commodities than in real wages) does not mean that the 

consumption capacity of the internal market lags behind 

production. A restructruring of the market takes place instead -

the sector of the economy producing means of production (sector 

I) grows at a higher rate than the sector producing consumer 

goods (sector II) and the internal market for means of production 

grows faster than the means of consumption market.

 According to Tugan-Baranovski, the decisive characteristic of 

a cricis is overproduction and not underconsumption. Crisis is 

being conceived as a conjunctural production of commodities in 

quantities and prices, which do not ensure the necessary profit 

levels for the continuation of the accumulation process. 

Baranovski considers the cause of crises to be the disproportions 

between the different sectors of capitalist production, which is 

due to the anarchic character of a capitalist economy. He 

summarizes his analysis as follows: "The general view, which to a 

certain extent was also shared by Marx, that the poverty of the 

workers, i.e. of the great majority of the population, makes it 

impossible to realise the products of an ever expanding 

 capitalist production, since it causes a decline in demand, is 

 mistaken ... Capitalist production creates its own market - 

 consumption being only one of the moments of capitalist 

 production. In a planned social production if the leaders of 

 production were equipped with all information about the demand 

 and with the power to transfer labour and capital freely from one 

 branch of production to another, then, however low the level of 

 social consumption, the supply of commodities would not exceed 

 the demand" (quoted by Luxemburg 1970, p. 239. Poorly translated 

 in Luxemburg 1971, p. 312)

 With the expression "however low the level of social 

 consumption", Baranovski denotes the higher rates of accumulation 

 in sector I of the economy, in comparison with sector II, and the 

 corresponding restructuring of demand, in favour of capital 

 goods. He extends this position though, to the following 

 affirmation: "Absurd as it may seen to 'common-sense', it is yet 

 possible that the volume of social consumption as a whole goes 

 down while at the same time the aggregate social demand for 

 commodities grows" (quoted by Luxemburg 1971, p. 312).

 The intervention of Tugan-Baranovski determined the 

 theoretical dispute on crisis among western Marxists thereafter, 

 until the outbreak of World War II. (For the significance of 

 Baranovski's intervention see Grossmann 1971, p. 62 and 

 Luxemburg, in Luxemburg/Bukharin 1972, p. 77-78).

 5. The "counter-attack" by the upholders of 

underconsumption theory. Rosa Luxemburg

Kautsky's answer to Tugan-Baranovski focused on the fact that 

according to the Marxian schemes, the expanded reproduction of a 

"pure" capitalist economy cannot take place in the case of "the 

volume of social consumption as a whole goes down". Contrariwise, 

it presupposes an expanding social demand and consumption. 

Indeed, the Marxian schemes correlate the expanded reproduction 

of capital with an increase in the total sum of real wages3, 

first of all through the hiring of additional workers. 

 According to the Marxian reproduction schemes, the total value 

of consumption commodities purchased by capitalists and workers 

(already employed, as well as newly-employed) in sector I of the 

economy, must be equal to the total value of means of production 

in sector II, which (during a production period), are a) being 

productively consumed (wasted), and b) being accumulated (new-

employed). Therefore, capital accumulation means an increase in 

the volume of consumer goods which are being produced and 

consumed by the working class (increase in the total real wage), 

even if the value of this increasing volume of commodities falls 

(decrease in the sum of nominal wages) due to a higher increase 

in labour productivity than in real wages. This does not mean, 

though, that nominal wages would shrink to such a degree that the 

value sum of consumer goods absorbed by sector I (for the 

individual consumption of workers + capitalists) would also 

decrease as a whole. In such a case, the value of the 

productively consumed and accumulated means of production in 

sector (II) would also shrink. We would then have to deal not 

with expanded reproduction, but with a decaying economy, since 

production-of-means-of-production-in-general (sector I) is not 

independent of, but is directly related to production-of-means-

of-production-for-the-production-of-consumer-goods (that is means 

of production consumed by sector II). Production-of-means-of-

production-for-the-production-of-means-of-production cannot 

recycle itself without any connection to the rest of social 

production, as Tugan-Baranovski claimed.

 Hence, Kautsky's critique to Baranovski, regarding the 

relation between production and consumption, is correct. However, 

it does not answer the main points of Baranovski's anti-

consumptionist approach, which refer, as already stated, to the 

possibility of expanded reproduction of a "pure" capitalist 

economy, without any "third" consumers, except workers and 

capitalists. Stated in another way, the "orthodox" Marxists of 

central Europe were challenged by Baranovski to answer to the 

question, of how their unerconsumption theory of crises is 

compatible to the Marxian theory of expanded reproduction of 

capital.

 The theorists of western Social-Democracy answered in three 

different ways to the above question: 

 a) Some of them ignored the essential problems stated by 

Tugan-Baranovski's theoretical intervention (Kautsky, Moszkowska 

among others), sustaining the main arguments of the 

underconsumption theory. 

 b) Others faced the problem, in order to defend the 

underconsumption theory against the Marxian reproduction schemes 

(Luxemburg, Sternberg). They claimed explicitly that the Marxian 

schemes were "wrong", because according to them, expanded 

reproduction of capital presupposes that "the effective demand 

for commodities must also increase" (Luxemburg 1971, p. 131). 

Since such a development cannot take place without the existence 

of non-capitalist markets of "third persons", according to 

underconsumption theory, Luxemburg and her followers (Sternberg) 

arrived at the following conclusion, regarding the Marxian 

schemes: "On the question of accumulation, mathematical problems 

can prove absolutely nothing, since their historical premise is 

untenable" (Luxemburg, in Luxemburg/Bukharin 1972, p. 65).

 c) A third category of western Marxists adopted Baranovski's 

main arguments and interpreted economic crisis as capital 

overaccumulation, resulting from "the anarchy of capitalist 

production", which periodically creates a disturbance in the 

proportionality between different production sectors (Hilferding, 

Bauer, Pannekoek. See Luxemburg, in Luxemburg/Bucharin 1972). 

 The dispute among Marxist on crisis theory was therefore 

invigorated by the publication of R. Luxemburg's book "The 

Accumulation of Capital" in 1913, in which the above described 

underconsumption theory is formulated in its extreme 

consequences. Luxemburg's book provoked criticism not only by 

certain theorist of western Social-Democracy (Bauer, Hilferding 

among others), but also by theorists of the Third International, 

the most prominent of whom was N. Bukharin. In 1925 Bukharin 

published a polemic booklet disputing Luxemburg's theoretical 

approach, entitled "Imperialism and Accumulation of Capital" 

 6. Bucharin's Theoretical Intervention

 Bukharin's theoretical position converged with that of Tugan-

Baranovski and certain western Marxists (Hilferding, Bauer), as 

it conceived overaccumulation to be the decisive-distinguishing 

characteristic of economic crises. Bukharin states that crisis 

starts as overproduction of means of production, but manifests 

itself also as overproduction of means of consumption, which is 

the directly perceivable "form of appearence" of crisis. 

(Bukharin, in Luxemburg/Bukharin 1972, p. 208 and pp. 227-28). 

 Bukharin's analysis differed in two major aspects, though, 

from those of Baranovski, Hilferding etc., thus constituting a 

new approach to the crisis problem.

 a) Bukharin, following Lenin's critique against the Narodniki 

three decades before, overruns a taboo-position of the socialist 

movement in this period, namely the position that real wages 

cannot exceed the physical limits of maintenance of the working 

classes. He recognizes, thus, that the total real wages can 

increase in capitalism, as much as the uninterrupted reproduction 

of the socio-economic power relations demands. 

Re-formulating Lenin's positions (see Lenin, "On the So-called 

 Market Question", in: Lenin 1989, pp. 59 & 61-62)., Bukharin 

 wrote: "The 'limits of consumption' are expanded by production 

 itself, which increases (1) the income of the capitalists, (2) 

 the income of the working class (additional workers) and (3) the 

 constant capital of society (means of production functioning as 

 capital)" (Bukharin, in Luxemburg/Bukharin 1972, p. 204). And he 

 continued: "(1) the increase in means of production calls forth a 

 growth in the amount of means of consumption; (2) simultaneously, 

 this increase creates a new demand for these means of consumption 

 and as a result (3) a specific level of the production of means 

 of production corresponds to a quite specific level of the 

 production of means of consumption; in other words, the market of 

 means of production is connected with the market of means of 

 consumption. Thus, in the last analysis, we arrive at the 

 opposite of that Mr. Tugan claims ..." (op. cit., p. 210).

 The taboo-position, that it is impossible for real wages to 

 increase in rates correlated with the rate of accumulation, 

 obviously led Tugan-Baranovski to the contradictory notion that 

 capital accumulation can be totally independent of individual 

 consumption. Although he makes use of the Marxian schemes of 

 Volume 2 of "Capital", he speaks about capital accumulation 

 accompanied by decreasing social consumption. Baranovski tries to 

 criticize underconsumption theory by making use of a theoretical 

 position, which belongs to the hard core of this theory: the 

 position of the hysteresis of wages in relation to capital 

 accumulation to such a degree, that "it is not possible to 

 compensate for the falling-off personal consumption with 

 increasing reproductive consumption" (Moszkowska 1935, p. 15).

 Historic development of capitalism, especially in the post 

 World War II period, showed that this position of the 

 underconsumption theory is not verified as a general truth -not 

 only real wages but also the labour share in the net product can 

 rise (as was the case for most OECD countries until the late 

 sixties or early seventies). Profit rates can overcome their 

 immanent tendency to fall, also by means other than wage 

 shrinkage (see section 11 of this paper). Thus, I consider 

 Bukharin's argumentation against the wage-hysteresis position of 

 the underconsumption theory to be justified.

 b) The second important differentiation of Bukharin's approach 

 in relation to that of Baranovski and his western followers 

 concerns the "causes" of crisis. Defending the theoretical 

 consistency of the Marxian schemes, Bukharin claims that crises 

 appear as a result of the disproportionality between production 

 spheres, but he claims further that, "the factor of consumption 

 forms a component part of this disproportionality (...) A correct 

 proportion between the workers' means of consumption and the 

 other parts of the total social product is an essential 

 requirement for the smooth running of social reproduction" 

 (Bukharin, in Luxemburg/Bukharin 1972 pp. 225, 231-32, 230). This 

 argument means that for the first time in Marxist discussion 

 about economic crisis, a unique and systematically acting cause 

 of economic crisis is not located. In reality, Bukharin's 

 approach acknowledges the total contradictions of the capitalist 

 system as "causes" of crisis. As Bukharin points out: "Capitalist 

 society is a 'unity of contradictions'. The process of movement 

 of capitalist society is a process of the continual reproduction 

 of the capitalist contradictions. The process of expanded 

 reproduction is a process of the expanded reproduction of these 

 contradictions. If this is so, it is clear that these 

 contradictions will blow up the entire capitalist system as a 

 whole. (...)" (Bucharin 1970, p. 98. Poorly translated in 

 Luxemburg/Bukharin 1972, p. 264-65). Contrary to this approach, 

 Rosa Luxemburg (and, generally, underconsumption theory), "seeks 

 for superficial, formally logical contradictions in capitalism, 

 which are not dynamic, do not adjust to each other, are not 

 elements of a contradictory unity, but patently deny this unity" 

 (Bukharin, in Luxemburg/Bukharin 1972, p. 237)4.

 I will try to show in the last section of this paper that this 

 concept of the "absent cause" of crises (ie. of a "cause" which 

 refers to the totality of contradictions of a capitalist social 

 formation) corresponds also to Marx's analysis.

 7. From the underconsumption theory to the theory of capitalist collapse

 It becomes apparent from the above analysis, that the 

differentiation between underconsumption theory and 

overaccumulation theory does not refer only to the decisive 

feature of the complex structure of economic crisis, but also to 

the way each theory conceives the process of capitalist expanded 

reproduction to be.

 According to the overaccumulation theory, expanded 

reproduction of capitalism constitutes a process of immanently 

reproduced equilibrium ("the expanded reproduction of a pure 

capitalist economy is possible", according to the Marxian 

reproduction schemes), which is only temporarily interrupted by 

economic crisis. Thus, crisis is simultaneously a temporary 

disequilibrium and a mechanism for re-establishing equilibrium. 

On the contrary, underconsumption theory conceives crisis as 

being the expression of the immanent disequilibrium of capitalist 

expanded reproduction ("consumption is inevitably retarded in 

relation to production"). Expanded reproduction is, therefore, 

assured (temporarily) through a "third party" of consumers, alien 

to capitalists and workers.

 Many underconsumptionist approaches, especially those 

formulated after the death of Rosa Luxemburg (with the exception 

of the work of "Luxemburgists" like Sternberg, who's book "Der 

Imperialismus" was published in 1926)), try to locate the 

necessary "third persons" alien to the capitalist mode of 

production, inside the structure of really existing capitalist 

social formations (countries). Following Kautsky's notion about 

"those strata which are still non-capitalist", they claim that 

capitalist expanded reproduction is made possible in two ways: 

firstly by increasing the number of people belonging to the "new 

middle strata" of wage earners in trade, advertising, marketing 

etc., who are considered to be unproductive workers (they "do not 

increase economy's values", Moszkowska 1935, p. 97), while "their 

consumption vitalizes the market" (op. cit.)5, or secondly by the 

massive state consumption of capitalist produced commodities 

(military and welfare expenditures of the state, etc.). In this 

way, expanded reproduction of capital is conceived as being 

assured by a non-economic (political) "regulation", aiming for 

the absorption of capitalist produced values (militarism and 

territorial expansion alongside the increasing military 

expenditures, an increasing state apparatus alongside an 

increasing "non-productive" sales and advertising apparatus of 

corporations, Moszkowska 1935, pp. 91-104).

 However, since the consumption capacity of "third persons" and 

of the state is not inexhaustible, the inherent disequilibrium 

between production and consumption in capitalism must finally 

lead to the system's collapse.

 The theory of capitalist collapse is thoroughly formulated by 

Rosa Luxemburg: "The rebellion of the workers, their class 

struggle -and that is exactly where upon the surety of their 

victorial power is based- is only the ideological reflection of 

the objective historical necessity of socialism, resulting from 

the objective economic impossibility of capitalism at a certain 

level of its development" (Luxemburg 1970, p. 410. Poorly 

translated in Luxemburg/Bucharin 1972, p. 76).

 Collapse theory is apparent in nearly all underconsumptionist 

approaches, since it practically constitutes the ultimate logical 

consequence of these approaches. However, it is explicitly 

formulated only in some of these approaches, especially those 

formulated in conjunctures of economic crisis (eg. Moszkowska 

1935, p. 101 & 102). In others, especially those written in boom-

phases of capital accumulation, it is modified to a "stagnation 

theory" of capitalism (eg. Sweezy 1972, p. 217, 235, 236).

 Contrary to underconsumption theory, overaccumulation theory 

does not end in a collapse thesis. It claims that the overthrow 

of capitalism will be the outcome of a conjuncture of sharpening 

of its overall contradictions. As Bukharin states: "Permanent 

crises do not exist" (Bukharin, in Luxemburg/Bukharin 1972, p. 

204). "The limit is given by the tension of capitalist 

contradictions to a certain degree" (Bucharin 1970, p. 98. Poorly 

translated in Luxemburg/Bukharin 1972, p. 264-65).

 Bukharin's approach suggests, therefore, a distinction between 

generalized social crisis (what Lenin defined as "revolutionary 

crisis") and economic crisis, and asserts that only the first can 

be responsible for the overthrow of capitalism (on this subject 

see also Willoughby 1989). In this way, Bukharin avoids the 

economism (undervaluation of political class struggle; economic 

determinism -see Althusser 1984-), which is inherent in the 

underconsumptionist collapse thesis.

 8. The Theory of Crises as Expressions of the Tendential Fall 

 in the Profit Rate 

 At the border of the dispute between underconsumption and 

overaccumulation theories, a new approach to economic crisis was 

developed, according to which overproduction was the form of 

appearance of a fall in the profit rate, in accordance with the 

famous law formulated by Marx in Volume 3 of "Capital". According 

to Marx, the fall in the profit rate is the outcome of the fact 

that the technical composition of capital increases at a higher 

rate than labour productivity. This means that the organic 

(value) composition of capital rises, thus causing a fall in the 

profit rate (since the rate of exploitation does not increase at 

a higher rate than the organic composition). Posed in another 

way, the law states that surplus value increases at a lower rate 

than capital stock.

 The falling profit rate approach was formulated by Henryk 

Grossmann. According to him, the fall in the profit rate was the 

decisive-disrtinguishing characteristic of crises, and their 

cause was the increase in the organic (value) capital 

composition, or the faster increase in the technical composition 

of capital than in labour productivity.

 When those factors of capitalist economy that counteract the 

profit rate's tendency to fall are exhausted, the end of 

capitalism will arrive, according to Grossmann's approach. He 

considered, therefore, the whole dispute on the Marxian 

reproduction schemes of low theoretical value, since it left 

aside the tendential fall in the profit rate. 

 Grossmann wrote that "the law (of the tendential fall in the 

profit rate, J.M.) itself is in reality an obvious consequence of 

the labour theory of value, in the event that accumulation takes 

place on the basis of a continuously higher organic composition 

of capital (...) Finally, accumulation will become impossible, 

because the surplus-value mass will not be sufficient to create 

the necessary increase ratio in the quickly raising constant 

capital (...) With a further increase in the organic composition, 

there must be a time when any continuation of accumulation will 

be impossible. This is the Marxian law of collapse" (Grossmann 

1971, p. 28-29). 

 The first critique posed to the theory discussed here, is that 

according to Marx, overproduction crisis constitutes a periodic 

phenomenon, which is distinguishable from the tendency of falling 

profit rate (Bukharin, in Luxemburg/Bukharin 1972, p. 204, p. 

262-263).

 A much more radical critique of Grossmann's approach was posed 

in the thirties by Natalie Moszkowska (1935, pp. 45-59). She 

claimed that technical innovation of capitalist production after 

World War I did not increase the value composition of capital 

faster than the exploitation rate of labour-force (surplus-value 

rate). On the contrary, it simultaneously a) increased the 

exploitation rate, and b) increased labour productivity faster 

than technical composition of capital, thus causing a fall in 

organic composition. She claimed that under the influence of both 

factors an upward tendency of the profit rate is established, at 

least in the long term.

 Moszkowska's approach was not based on an empirical analysis 

of the accumulation process of that period, which would have 

revealed the actual tendencies of the factors affecting the 

profit rate. However, it shall be regarded as very important 

because it emphasizes the fact that the profit rate is a function 

of both (a) the value composition of capital, and (b) the 

surplus-value rate. Therefore, it can rise not only in the case 

discussed by Moszkowska, but also either when (b) -the surplus 

value rate- increases faster than (a) -the organic composition-, 

or when (b) decreases slower than (a). 

 Grossmann's approach gave the Marxian law a "mechanistic-

economist" and "determinist" interpretation. In reality, Marx 

conceived the falling tendency in the profit rate to be due to 

 technical change as a result of social antagonisms and capitalist 

 competition, which determined the way innovations were 

 incorporated in capitalist production: The motive of individual 

 capitalists of achieving an extra profit by exclusively utilizing 

 a new technology before it became universal, created the falling 

 tendency in the profit rate: "No capitalist voluntarily applies a 

 new method of production, no matter how much more productive it 

 may be or how much it might raise the rate of surplus-value, if 

 it reduces the rate of profit. But every new method of production 

 of this kind makes commodities cheaper. At first, therefore, he 

 can sell them above their price of production, perhaps above 

 their value ... His production procedure is ahead of the social 

average. But competition makes the new procedure universal and 

subjects it to the general law. A fall in the profit rate then 

 ensues" (Marx 1991, pp. 373-74).

 The interpretation of crises on the basis of the Marxian law 

 of tendentially falling profit rates was adopted later on by 

 Maurice Dobb, in 1937. However, it was in a non-determinist and 

 non-mechanistic version. Dobb claimed that the Marxian law 

 manifests itself only temporarily (and that is when an economic 

 crisis takes place), being later on overborne by counter-

 tendencies, which restore the profit rate levels. He also 

 established a relationship between tendential profit rate fall, 

 in the sense of the Marxian law, and surplus-value rate squeeze 

 due to temporary diminution or even exhaustion of the "industrial 

 reserve army". (see Dobb 1968, pp. 79-126, esp. p. 110).

 Even if we take for granted that the Marxian law of falling 

 profit rate occasionally prevails over its counteracting factors, 

 it is not correct, in my opinion, to conceive crisis merely as a 

 result of this Marxian law. The law considers only the effect on 

 organic composition and profit rate of technical innovations, 

 that is of changes (increases) in the technical composition of 

 capital. Meanwhile, as we will see in the last section of this 

 paper, the organic composition of capital, and hence the profit 

 rate, depends also on other factors besides technical change. 

 9. A note on some characteristics of the historic Marxist 

 approaches

 Having at this point presented the main Marxist theoretical 

streams of thought concerning the crisis problem, I shall stress 

some points, which in my opinion are very often interpreted 

erroneously. 

 All theories examined, correctly state that crisis manifests 

itself in the very structure of the capital relation. As Marx 

stated it, a crisis means that capital is unable to "function as 

means for exploiting the workers at a given rate of profit" (Marx 

1991, p. 367). Following this Marxian trend of thought, all 

theories realize that crises possess a specific structure, which 

depends on the capital relation (the capitalist mode of 

production) itself. They all aim to locate, therefore, (each 

differently, though) the decisive characteristic of crisis, ie. 

the feature which expresses the main aspect of the crisis' 

specific structure. The three theoretical streams presented in 

this paper consider thus respectively either overaccumulation, or 

underconsumption, or the falling profit rate to be the decisive 

characteristic of crisis.

 Crisis means, for all approaches, a "misfunctioning" capital 

relation. The theory of capital relation is the presupposition 

for comprehending the specific nature of crisis. As a result, 

each approach to the crisis problem is simultaneously, as stated 

above, an approach to capital relation. That is why each 

interpretation is simultaneously a rejection of all other 

interpretations. To name the most characteristic example, if one 

accepts that the scemes of Volume II of "Capital" constitute a 

successful first approximation to the expanded reproduction of 

the capital relation, then one has to reject the idea of an 

inherent to this relation retardation of consumption compared to 

production, and vice versa. 

 Although all historic approaches accept that crisis manifests 

itself in the capital relation, they disagree as to whether 

crisis also emanates from the capital relation. Underconsumption 

and falling profit rate (Grossmann) approaches consider indeed 

crisis as emanating from the capital relation itself, ie. they 

consider it to be a momentum inherent in the capital relation. 

Both approaches practically formulate a "law of crisis", which in 

the first case is the inherent retardation of consumption 

compared to production and in the second case is the famous 

Marxian law of the fall in the profit rate. In both cases an 

inherent (in the capital relation itself) cause of crisis is thus 

regarded: Underconsumption in the one case, the increasing 

organic composition of capital in the other. 

 According to overaccumulation approach crises occur due to 

determinations external to the capital relation which, though, 

affect (overdeterminate) the capital relation, since they act 

through it. Baranovski considers a single such determination, 

which constitutes the cause of crises: disproportionality between 

production sectors. In Bukharin's approach, the causes of crises 

are "absent". Bukharin considers the causes to be the totality 

of contradictions characterizing a capitalist society. Crisis is, 

therefore, an outcome of class struggle.

 10. In support of the overaccumulation theory

 From the critical review of the historic Marxist crisis 

theories, it became evident that my opinion supports a version of 

overaccumulation theory which conceives crisis as emerging from 

an "absent cause" -the cause of crisis is to be found in the 

plurality of contradictions of capitalism. 

 This theoretical position is derived not only from the 

critical review of the historical Marxist crisis theories, but 

also from a "systematic reading" of Marx's work, aiming to locate 

the "inner logic" of Marx's analysis, and to verify its 

theoretical consistency (Ioakimoglou/Milios 1993)6. 

 Our analysis has shown that economic crisis does not emanate 

from a constantly acting cause, which is inherent in the 

capital relation, such as the underconsumption of workers. On the 

contrary, it can be described as a conjunctural overaccumulation 

-conjunctural production of capital (means of production and 

means of consumption) in such quantities and prices, that they 

temporarily hinder the accumulation process.

 Furthermore, our analysis has shown, that although it is 

correct to correlate crisis with a fall in the profit rate, 

(connected with increases in organic composition of capital that 

exceed any eventual increase in the surplus-value rate), it is, 

however, insufficient to comprehend these organic composition 

increases merely as results of the process described by Marx as 

"the law of the tendential fall in the profit rate". In other 

words, it is not only technical innovation and changes in the 

technical composition of capital which affect the organic 

composition, but also factors such as the length of the working 

day (more than one shift, utilization of the means of production 

for 24 hours a day), and most important, the skill, as well as 

the professional and social behaviour of the collective worker. 

Marx described the processes that reduce the value of the organic 

composition of capital, as "economy in the use of constant 

capital".

 More precisely, the factors affecting the organic composition 

of capital can be sorted in three categories:

 A) Those related to the time and intensity of the means of 

production utilization, at a given technology of production and 

technical composition of capital -"extension of the working day" 

(Marx 1991, page 170), "the concentration of means of production 

and their employment on a massive scale", (Marx 1991, p. 172)7,

economy on the conditions of work at the expense of the workers 

(Marx 1991, p. 179-180).

 B) Those related to the skills of the collective worker, or, 

in other words, to the possibility of increasing labour 

productivity without any change in the technical composition of 

capital or the technological status of the production process. 

(Marx 1991, p. 172, p. 176, pp. 198-99) 

 C) Those connected with an increase in labour productivity due 

to technical innovation. Only in this case we are dealing with 

forms of "economy in the use of constant capital" also affecting 

the profit rate in ways studied in Marx's law of the tendential 

fall in the profit rate: "economies that arise from the continuous 

improvement of machinery", "the reduction of wastage" (Marx 1991, 

p. 173-174), which cause "the value of the constant capital 

applied by the capitalist to fall relatively and the profit rate 

therefore to rise" (Marx 1991, p. 175). 

 Marx formulated the law of the tendential fall in the profit 

rate by taking into consideration only the effects of a changing 

technical composition of capital on organic composition and 

profit rate; and he considered only these effects because he 

applied his well known analytical method of studying the change 

of a specific quantity (profit rate) under the influence of the 

change of another quantity (technical composition), taking into 

account that all other factors remain constant (see also 

Ioakimoglou/Milios 1993). 

 From the three categories of factors affecting the organic 

composition of capital, the second one (ie. all processes related 

to the role and functioning of the collective worker within a 

given technological framework) shall be considered as the most 

decisive. It concerns the results of class struggle in the 

production process, but also in certain crucial aspects of social 

reproduction (education, ideological class struggle). Marx 

himself repeatedly denoted that the ability of capitalists to 

economize on constant capital (thus reducing the organic 

composition of capital and raising the profit rate), depends 

mainly on the skills and attitudes (towards capitalist 

exploitation) of the collective worker. He wrote: "For all 

economies of this kind it is largely true once again that this is 

possible only for the combined worker and can often be realized 

only by work on a still larger scale" (Marx 1991, p. 174). 

 The complexity of factors affecting the organic composition of 

capital and more precisely the decisive role of the collective 

worker, with regard to both the exploitation rate and the organic 

composition, makes clear that the fall in the profit rate, which 

characterizes crisis of the process of capitalist expanded 

reproduction, cannot be considered as the outcome of a "single", 

systematically acting cause. Contrariwise, it constitutes an 

outcome of the totality of contradictions characterizing 

capitalist expanded reproduction, at a given conjuncture of class 

struggle. It is this plurality of contradictions 

overdeterminating the capital relation which allows us, to my 

opinion, to speak of class struggle as the "absent cause" of 

 crisis; a "cause" which cannot be "isolated" and "managed". 

 In any case, and despite the one or the other approach to 

 economic crisis, the historic Marxist controversy shall be 

 regarded as a major contribution to the clarification of 

 arguments and notions with regard to a Marxist interpretation of 

 crisis. 

NOTES

1. "According to our theory under-consumption is the ultimate cause of crises" (Kautsky, quoted by Luxemburg, in Luxemburg/Bukharin 1972, p. 79).

 2. The postulate, namely, that the growth rate of real wages must lag behind the growth rate of the labour productivity and of the volume of the capitalist produced consumer goods.

 3. According to the Marxian theory, real wage is the sum (the volume) of commodities which workers purchase with their compensation (called nominal wage, and expressed in values or  prices). With increasing labour productivity, the values (or prices) of commodities fall, a fact which makes a decrease in the nominal wage possible (and in the labour share in the net product), in spite of the increase in the real wage. 

4. Bukharin's critique on the underconsumptionist idea, stating that a formally-logical cause exists (the retardation of people's purchasing power), which "patently denies" the expanded reproduction of capital, is connected with his critique on the idea of an (external in regard to the process) "aim of capitalist accumulation". (see Bukharin, in Luxemburg/Bukharin 1972, pp. 163-64. On the same subject see also the notion "Process without a Subject or Goal(s)", in Althusser 1984, pp. 133-139). 

5. Moszkowska (1935) claims that the growing middle-class of "non-productive" workers is a side effect of underconsumption itself: The falling sales force enterprises to spend an ever increasing amount of money in sales' promotion, advertizing, etc. As Karl Schoer (1976) notes correctly, (referring to Moszkowska's book "Das Marxsche System", Berlin 1929), "incidentally in this book and in her second important work on 'The Dynamics of Late Capitalism' ('Die Dynamik des Spaetkapitalismus') she developed many of the basic theses later to be adopted by Baran and Sweezy" (K. Schoer: "Natalie Moszkowska and the Falling Rate of Profit", New Left Review, No 95, Jan./Feb. 1976, pp. 92-96). 

6. A "systematic reading" of Marx clearly distinguishes itself from all approaches of Marx's work that are based on citation of isolated passages: It is then clear, that the "citation method" can be used to "prove" or "reject" any crisis theory (eg. Marx 1991, p. 615 vs. Marx 1992, pp. 486-87).

7. "The same buildings, heating and lighting equipment, etc. cost relatively less for production on a large scale than on a small scale" (Marx 1991, p. 175).
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