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JVIARX S'M AND 
IRISH QUESTI 
Like. all pol itical quest ions , that of ' national independence' 

has to be appr oached by t he working cl ass on an historical basis . 
As Marxi sts we can recogni se no abstract, eternal "right" to 
nat ional sel f - det ermi nat i on; on the contrary, we must recognise 
that "the prol et ariat is the negation of all' nationa l ity"( ·;German 
Ideol ogy11

) and that 11The workers have no fatherl and ;i ("Communist 
Mani fest o" ). Here we are not simpl y quoting scripture, but take 
our stand on the fact that the prol etariat is a collective producer 
class on the basis of an internat i onal div i sion of l abour and on a 
worlD market. And onl y the prol etRriat can smash the national 
fetters imposed .upon these productive forces by capitali sm, trans
forming means of product i on which funct ion as capital into the 
technica l basis of a soci et y of associated producers . 

Therefore we say that the ' support ' given by the working class at a 
certai n period · to struggl es .of nationa l unification or nattonal 
l iberation, was not arr the basis of abstract right or eternal 
justice, but on· the ba'sis of its own immed i ate and future class 
interests . To· clarify this statement, let us be more specific. 
In the period of capitalist ascendancy, when it was an expanding, 
progressive mode of production, dealing the death blow to feudal 
relics, expanding political rights, introducing reforms, etc. (i . e. 
roughl y the eighteenth and ninet eenth centuries), the working class 
could work al ongside, though independent of~ the bourgeoisie for 
national unification and national l iberation. It coul d do this 
both because its own immediate interests were served in these 
struggl es, such as gaining the right s to unionise, the electoral 
franchise , rights of pol itical organisation, and so on. · It coul d 
al so support these movements, s i nce by hastening .the independent 
devel opment of these capital s onto the worl d market, these struggl es 
of the rising bourgeois class were preparing the materia l basis fo r 
communism, that is, the development of l arge scal e industry and the 
world division of labour. 

Thus for exampl e, the First Workingmen ' s International gave it s 
support t o the Northern Stat es in their struggles for the unifica
tion of the U. S . ~ . in 1860- 65 . This civil war freed mil lions of 
slaves and protected the northern workers against the extension of 
sl avery, as .well as al l owing for a rapid industrial;i.sation process 
to begin and devel op throughout the U . S. ~ . Similar.ly, in Germany 
t he Social Democrats .fought a longside the liberal bourgeoisie for 
t he unification of Germany free from Prussian militaristic domin
ation, a struggle which, however, was negative in outcome . Further, 



all revolutionaries in the nineteenth century, whether Marxist or 
Bakuninist, struggled for a liberated Poland which would serve as 
a bulwa rk against Tsarist r eaction i n the event of a r evolutionary 
upheaval in Europe. But i n all these movement s the cl ass sought 
to maintain its political independence of the bourgeoisie , and 
their limi t ea tactical nature was realised by Harxi st revolution
aries . Unl ike the ana rchists, who were met aphysical in t heir 
opposition to parliamentary tactics and in their support.for 
nat ional liberation, the .approach of Marxists was histoTI.cal. 
Whereas Bakunin could stat e, 

"We want full freedom for all nations with the r ight of 
self-determination f or every people ••• a fatherland 
represents the incontestable right of every man, of 
every human group." ( 1) 

Marx never recognised such an appr oach. There was no general rule 
for national independence; e .g. Marx was very reluctant to come to 
a position of support for Irish independence, or even Home Rule · 
within the British state . Even here t he main reason for support 
was the aid this would give to the struggl e of the British workers 
against capital. Marx ' s views are straightforward, he states, 

"Thus the attitude of the International i\ssoci ation to 
t he Irish question is quite cleur. Its first need is 
to encourage social revolution in Engl and . To this end 
a great blow must be struck in Ireland ••• it is a pre
condition to the emanci pat ion of the English working 
cl ass to t ransform the present forced union (i.e. the 
enslavement of I r eland) into equal and free confeder-
ation if possible, into compl et e separation if need be ." (2) 

S-i milarly, Marx opposed the "liberation" of t he Bal kan Slavs from 
t he domination of the Hapsburgs since this coul d l et reactionary 
Russia into Europe, wher e it would be a threat to progressive 
movements . Finally, no socialists of that time made any pret ence 
that the liberation of Chi na or Ind i a from imperialism was 
possi bl e; this colonisation was seen as hist orically necessary -
a phase of global capitalist development . Despite all t he horrors 
it entailed, it was , as domestic primary accumulation had been , a 
necessary phase which capital had to pass through before communism 

( 1) Quoted from "Bakunin and Marx on Nat iona l ism" by S. P. Halbrook, 
in Anarchy Vol .1 No .4 p. 22. This muddled ana rchist attacks Ma rx 
for his opposition to na tionAl liberation, and defends the positions 
of Bakunin outlined. Defenders of eternal rights, t ake note. 

·_(2) "Confid ential Communication" by Ka.rl Marx, March, 1870. Quoted 
from "On Colonialism" by Marx and Engels (Lawrence and Wishart) 
p. 259- 60 .· See also his l etter to Engels of 10.1 2.69 in the same 
volume, p.332-3. 



3 

was possible. No interest at all, either of the working class or 
of humanity, would have been served by an independent China or 
India in the l ast century, even had this been a possibility . 
Bourgeois revolutions in Europe were one thing, colonial rebellions 
(though Marx denounced their savage suppr ession) in Africa and Asia, 
another. This was .not because any "racial " characteristics 
unfitted them for independence, but because of their level of 
economic development which precl uded political autonomy. 

However, with the beginnings of the decay of the capitalist mode of 
production, associated with the global operation of the law of 
value and the division of the world among several big i mperialist 
powers,(1) the tasks of the working ciass ceased to be that of 
reform within bourgeois society, and became instead the overthrow 
of that society . In the epoch- of crises, wars and social decomp
osition, the class could only respond.. with the communist programme. 
In this period the development of any national capitals on to the 
world ma rket in an independent fashion became ~mpossible; national 
liberation struggles became inter- fmperialist struggles in which 
the working cl ass had nothing to gain and much to lose . The epoch 
when the cl ass could support nationQl libeTRtion came to a defin
itive end in 1914; all possible communist support for one bourgeois 
bloc against another, or al liances of classes against feudal 
reaction were henceforth things ' of the past . 

One of the Marxists to ree. lis~ this, as other aspects of the 
beginnings of the decline of t he capitali~t mode of production, 
was Rosa Luxemburg . In a pol emic over Poland in 1896, she argued 
that the Polish bourgeoisie was "tied to Russia with chains of 
gold", and that continued socialist SUP.port for an independent 
Poland was tantamount to socialist national chauvinism. Capital 
in Pol and had no chance to conquer a place in the world market, and 
preferred the protected Russian one . In this polemic she crossed 
swords with Lenin, as she did later with the outbreak of World War 
One, 'when she extended her opposition to all national movements in 
the twentieth century . In "E~ ther - Or" she wrote, 

"In this era of unfettered imperialism, there can no 
longer be national wars ... For no suppressed nat ion 1 · 

can freedom and independence blossom forth from the · 
politics of i mperialist states and the i mperialist wa r . 
Small nations, whose ruling classes a re appendages and 
acc'essories of their clas·s comrades in .. the l a rge na.tiorrs, 
a r e me rely pawns in the imper i alist game played by t he: · 
major powers . " (2) 

(1) For an· economic explanqtion of t he decline of capitalism, see 
the accompanying article in this issue of R. P. For a summary of 
the i mplications of cr-i pitalist decadence , see our Pl atform in No.1 
of R.P. 
(2)~om "Rosa Luxemburg, Sel ected Writings" ed. R. Looker p,223 

) 



Against Luxemburg and others, like Bukharin, who.felt ~~t.in the 
epoch of imperialism national liberation was an imposs1b1l1ty, 
Lenin in works such as "The Right of Nations to Self-determination", 
argued for the continuing right of peoples to national independ~n?e· 
In this debate the subtle dialectics of Luxemburg and not the r1g1d 
scholasticism of Lenin represents Marxism. Two world wars and the 
of the 'colonial revolts' of our era. only serve to confirm the 
analysis that she made. 

It is within this fr:;.me\/ork that we have outlined and not from any 
petty-bourgeois or liberal standpoint of the merits of the case or 
whatever, that we approach the present tragic spectacle in Ireland, 
where workers are killing each other at the behest of rival 
nationalisms. To begin with we need to be more specific and out-
line the economic evolution of Irish society, which provides the 
material underpinnings of the present conflict. 

The Evolution of Capitalism in Ireland 
To understand the partition of Ireland which occurred in the 

twentieth century, we have to understand the way capitalism 
developed in the island. Essentially capitalism in Ireland arose 
as an appendage of the first capitalist power, Britain, but this, 
development took entirely different forms in the north and south, 
and there never was a coherent 'Irish' economy. 

In the six north-eastern counties(Ulster) the indigenous clans 
were extirpated in the early seventeenth century and the area 
planted with yeoman farmers, mainly from Scotland and all of them 
Protestants. The economy of this region thus early developed into 
one of small commodity production, on small-holdings leased by 
tenants from the l andlords on the basis of the so-called "Ulster 
Custom". This WJ:l.S an unwritten code which allowed the tenant to 
keep the benefit of improvements he made to his farm without paying 
increased rent, and to sell them to the incoming tenant if he left. 
The "Custom" was imposed on the landlords by a class war of the 
se.lf-confident petty-bourgeois. pe8.santry of t he region in the 
seventeenth century and maintained in· a similar manner in the 
eighteenth century by rural violence . On this foundation there 
developed the linen industry on the basis of small entrepren
eurial capital, which itself provided the technology and capital 
for the cotton industry of the industrial revolution. These 
developments partly generated and partly attracted the capital 
that was to fund the build-up of heavy industry around Belfast 
after 1840, based on tobacco, engineering and shipbuilding. (By 
circa 1900 there were approximately 15,000 industrial proletarians 
employed in shipbuilding and 30,000 in textiles.) Being almost 
entirely dependent on imported raw materials for its industry (e.g. 
coal, iron, flax and tobacco) and on the Empire for its markets 
(such as heavy industrial equipment and consumer goods ), the 
industrial bourgeoisie of Ulster saw its very economic survival as 
conditional on the maintenance of free trade links with Britain. 
As a deputation of the Belfast Chamber of Commerce put it to 

... 
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Gladstone in opposition to Home Rule in 1893, 

"It was an in~isputable thing, and beyond the sphere 
of argument with those who lived in Belfast, that the 
condition precedent to their progress was their conn-
exion with Great Britain through the legislative Union." (1) 

In other words , in the period of capitalist ascendancy until the 
First World War, Ulster was an integral part of British and world 
industrial capitalism. 

None of this was the case in the south. Here the expropriation of 
the clans had taken a different form. Plantation had failed and an 
uneasy domination was maintained over the south. But the inter
vention of Catholic Ireland against the bourgeois revolution in 
England in 1640-50, led to a situation where the Irish landed class 
was dispossessed and their lands sold to pay the debts of the 
revolutionary Parliament . Those who bought the lands either 
evicted the peasantry or converted them into rack-rented, racially 
and religiously distinct subsistence producers. This process left 
eighty per cent of l and in English hands by 1700, and thirty per 
cent of the Irish population dead from war, executions and trans
plantations. 

The new owne.rs, mainly absentees, had no interest in improvirig 
agriculture, since they could merely rack the peasantry, while the 
latter lost the material benefits of any improvements to their 
f a rms due to increased rents and no security of tenure. Thus they 
grew enough potatoes to live on and enough corn to pay thei r rents, 
and the economic system stagnated, with only a little subsid ised 
industry growing up in towns like Dublin. The system underwent a 
quantitative development during the industrial revolution in 
Britain, when the high price of corn allowed younger sons to lease 
land instead of awaiting their fathers ' deaths, but production was 
still on a similar subsistence basis . However, the expansion of 
population attendant on this quantitative growth of the economy l ed 
to disaster in the 1840's when falling corn prices and the fa ilure 
of t he potato crop caused a famine in Ireland . In this f amine 
around a million people died of starvation or disease, while 
cont inued emigration after 1850 further reduced the population. 
This fell between 181 .. 0 and 1900 from eight millions· to four millions . 

But to the famine is owed the real , birth of capitalism in southern 
I reland. The emigrations facilitated the amalgamation of l eases by 
the peasantry, who switched to dairy farming and direct prod uction 
for the market . The l andlords, meBnwhile, had been nearly bank-

(1) "Economics of Partition"(1972) p. 66. British and Irish 
Communist Organization. Though politically vitiated by its 
~enshevik t endencies, this is the only scientific t ext on I reland 
produced by the ·1left". See especially the chapters on the 'Ulster 
Custom' and the 'Linen Industry'. 

-
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rupted by indigence and the effects of the f amine and wer~ now 
threatened by the rise of a militant pea sant Land League in the 
1870's. The British bourgeois State decided to rid itself of the 
parasitic I rish l andlord class and acceded t? the demands of _the 
peasantry for security of tenure and r egul ation of rents. Finally, 
with the Encumbered Estates l egislation, the British bourgeois i e 
a ided the Irish tenantry to buy for about one-third cost , the 
est ate s of the landlords and by 1900 the vast bulk (over 90; ... ) of 
land in the south was in the hands of a prosperous, sel f - confident 
fa~mer class which produced for the market with the use of small 
clements of hired labour. Lacking the necessa ry t echnical skills 
and markets, little industry had developed in t he south, except 
t hat · associated with -luxury product ion or t he processing of ag:;::-j_ -
cul t ural produce . Any capital which did accumulate found its ¥!ay 
r1aturally into the British or Ulster economies , where. a higher 
:i:ate of profit could be expect ed , 

~The Irish middle cl asses pr eferred to inves~ their 
capita l in E ng land ; the £20 million on deposit in 
Irisl1 banks in 1860 wRs offset by £40 million v1hich wa s 
invested in British stock." ( 1 ) 

Southern underdevelopment was mat eriall:( rooted and not a 11plot 11 

1Jy imperialism. The capitalism which developed in Irel and wa s 
~nerwhelmingly petty-bourgeois in character , in dist i nct i on to 
t:12_ t in Ulster. For exampl e , while t here were cir ca 60 ,010 
industria l and transport workers in 1926 , there were a l most 
~"iOO ,000 sel f - employed workers, 80 ,000 'empl oyers' , 380 ,000 service 
-~!'E'kers and 336 ,000 agricultural holdings ( 1931) , a total of circa 
1 ,100,000 . Thus, while circa five per cent of the population in 
-1~he south were workers , i n the north, the figure was nearer f ifty 
~er cent. The ideology of such a capitalism, in a world where · - ·· 
the ca pi ~al ist mode of production based on l a rge- scale industry 
\IC. S domi nant' coul d only be protectionism . rrhe southern Irish 
bourgeoisie foresaw its sal va ti on through l egislative independence
and tariff wall s against Britain and othe r competi to rs. Being 
based l argely on a domestic market, and with few i mports for its 
industries, such an ideology was plausible to the ears_ of the 
sonthem capitalists. A greater contrast with the north could r..ot 
be imagined , and t hus we see that the m~terial interests of the 
no!thern and southern capita lists wer e divergent, and a function 
of ea·ch's specia l relationship to Brit ish capital. PH rtition was 
the outcome of t his development . 

( 1) "Changing Nature of Imperi9. lism in Irela nd n Jim Smythe p. 62, 
in B~~let in of t he Confer ence of Socialist Economist s Spring , 1974. 
rnc i igures on employment a r e t aken from t he t a ble on p . 69 of 
thi s a rti cl e . Despite l eanings to Catholic nationa l i s:n , this 
a rti cl e cl eA rly shows the i mpPsse of the Iri sh bourgeoisie. 
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Since partition this evolution has ceased to diverge to such an 
extent, as both north and south became involved in international 
capital flows, and the repercussions ~f _ c~pitalist decadence . In 
th~ n?r~h th~re has been a long decl in::e ·Jn heq vy .. industry, _ · · 
co1nc1d ing w1 th generally high unemployment, (a;round 1 Qt-. male) . : · 
S~atification is well advanced in the Utster economy (shipbuilding, 
aircraft, transport) as the State shores up sectors ~hat private 
capital will not invest in, and in add i t'ion, aft er World War Tw_o, 
an influx of foreign capital (mainly American," but also German), -
seeking out lower-cost labour power, has carnoi~~a .~o wipe out the 
old Unionist industrial bourgeoisie . In the south, independence 
led to an economic wa r against Britain, in the 1930's the ending 
of trade links and attempts to stimulate domestic industry by 
protection and subsidies. This failed to lead to any significant 
industrial development and only served to preserve by artificial 
protection the small- scale, inefficient nature of Irish capital . 
Exports to the U. K. declined from 96ri in 1931 to 90~:- in 1938. (1) 
Chronic unemployment was only avoided by the continued "export" 
of labour power to the U~K. - agout one million Irish workers 
live in Britain. Finally, in the late 1950's, fre e trade links 
were established with. ~ritain again, and a flood of investment 
into Ireland followed. . Irish· subservience to British capit~l was 
as complete as ever, · ou~side the statified sector of transport, 
electricity, extractive industries, etc. The final collapse of 
the old dream of the: nationalist bourgeoisie came when it flung 
open its . doo"rs to foreign c:ipi t Hl in the. mid-1960' s, offering 
cheap labour, tax exemption and direct grants to investors . This 
stimulated a: spate of enclave development tied to the world market 
with minimal effects on the growth of the Irish economy itselft 
These measures, a nd the ·entry of Ireland _ ~nto the E.E.C. with the · 
U. K. testify to the historical impasse and bankruptcy of the 
nationa list bourgeoisie. 

The Political Evolution of Irish Society. . 
This dua'l . evolution of capita lism in Ireland took place in 

regions t hat were racially and religiously dissimilar. Ulster 
was predominantly Presbyt erian and ~nglo-Saxon, while the south 
v-ms overwhelmingly Catholic and Celtic . While these factors 
speeded or hindered the economic .divergence, or compounded the 
divisions caused by this divergence, neither is the cause of the 
national divisions within Ireland . These lie rather in the uneven 
development .of capitalism in the island. Natio~lism is bourgeois 
ideology, and finds its basis in economics, not in race or 
r eligion. 

In response to over-taxation and restrictions ·on Irish trade, a 
democratic bourgeois reform movement arose in the later eighteenth 

(1) See Smythe op. cit. p.74. 

-
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century_ in Irel~nd, inspired ~ydth~ ~~er~~:~·~nia~r~~~~n~~u~~~~;s 
revolutions· this was the per10 o ra. f p t 
which Irela~d had limited home rule. _under the hegemony o ro -
estant landed and commercial capit~l. Contrary to mythology, 
Irish nationalism was Protestant in ori gin, and the c~a.ss . forces 
behind these reform movements were the Protestant cap1tal1sts and 
landlords. Again, contrary to mythology, Ulster wa s not fa~oured 
by imperialism, for example the bulk of the grants to the 11n~n 
industry in the eighteenth century went to the south. Expenditure 
of the Linen Board from 1737-57 was as follows: 

(to nearest thousand) 
Leinster ... .............. . . . .. · 
}!unster . ... . ............... · · · 
Connaught .... . .. ........ ....... . 
Ulster ...... . . . .. .. ... . .... . . 

£156,000 
59,000 
i.9 ,000 
4.0 ,000 ( 1 ) 

Similarly, the dissenting Presbyterian bourgeoisie ?f Ulster was 
discriminated against by the Anglican ascendancy which represented 
the l andlords by enforcing tithes for the '\nglican Church etc. A 
section of the Presbyterian bourgeoisie of Ulster formed a secret 
society in the 1790's, the 'United Irishmen' which l aunche? an 
armed rebellion against Britain for an independent bourgeois 
Ireland across religious terriers. Likewise, the nationalist 
movehlent of the early nineteenth century, such as the 'Young 
Ireland' movement of the 1840's, was also composed of alienated 
Protestant intellectuals and professional elements. Until well 
into the nineteenth century any Catholic nationalist movement was 
insignificant, the Catholic Church itself opposing home rule. 
This feebleness of Irish C-atholic nationalism was because southern 
C'apitalism l acked any developing bourgeois economy necessary for a 
nationalist movement to emerge. · 

The material dynamic for the reversal of this situ1tion ha s 
already been outlined; that is the growth. of- la rge-scale heavy 
industry in Ulster tied to the world market, 3nd the emergence of 
petty-bourgeois capitalism in the south. · In the south the r ise of 
the peasant Land League occurred at the same time as the urban 
capitalists and professional classes began their Home Rule agita
tion. The two movements merged, the dominant rble ·being played by 
~he urban elements of the capitalist alliance who provided the 
ideology and leadership. Outside this constitutiom.l 'Home Rule ' 
party stood a small group of 11 Fenians11 who stood for independence 
and engaged in terror campaigns in Britain a s well as organizing 
armed putsches from their base in the U. S. \.. These were suppressed 

(1) Figures from "Economics of Partition" p. 26. Those who think 
~he.aete~ining factor in the growth or stunting o.f capitalism is 
leg1slat1ve decrees follow a bourgeois ana not a materialist con
ception of history. Capitalism in Ulster was also 'hindered (but 
not prevented from developing) by the monopoly of Dublin-based 
banks till 1824. 

.. 
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Note to the article 

When we say that the relationship of Britain to Ulster is 
not imperialist , we do not imply that Britain is not an 
imperialist power. What we mean is t ha t, : as ··ulster was hist
orically as integral a part of British capitalism as Scotland or 
Lancashire, the term 'imperialism' is inappropriate to such a 
relationship. Imperialism must not be used in a general, sloppy 

~ ~ay which empties it of all specific and scientific meaning , i . e. 
by explaining every capitalist relationship and every capitalist 
period as imperialist, and thus making c~ pitalism and imperialism 
synonymous. ' Imperialism' for us means the movement of the big 
capitalist powers after circa 1870 to forcibly carve out territ
ories and. markets for themselves when faced with problems of 
domestic capital nccumulation. To identify this, for example, 
with mercantilist expPnsion is to be guilty of the sin of which 
}~a nc accused the soci~ l Darwinists, thqt is, of failing to analyse 
"specific historically differentiRted modes of production" and 
unscientifically substituting a genera l phrase to explain every
thing . 

l 

"Herr Lange, you see, has made a great discovery . The 
whole of history can be brought under a single natural 
law. This natural law is the phrase the "struggle for 
life" ••• So instead of analysing the struggle for life 
as represented historically in varying and definite 

forms of society, all that one has to do is to trans
late every concrete struggle into t~e phrase '.'th~ 
struggle for life" •• • One must admit that this ~s a 
very impressive method - for sw~ggering, sham ~cient
ific bombastic ignorance and intellectual l aziness." 

' ( 1 ) 

STILL AVAILABLE: 
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(1) "Mane to Kugelmnnn 11 27 . 6. 70 in "Letters to Dr. Kugelmann11p. 111 - 2 
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HE .ECO.N 
IFOUNDATI 

AP ITAL 
OF 

ADENC'E. 
Th Os. · r equirement of all soc1et1es is tne product ion and 

reprodu~tio~1~f the material necessities of life ~ f?od, shel~er, 
clothing) for the members of society. 'l'he rec.o~n1~1on ?f this 
fu;idamental fact is the foundation of t he Mate.r1Al1st view of 
history. As Marx sa id, 

11 ••• men must be in a position to l ive in order to be 
able to ' make history '. But life i nvolves before every
thing else eP.ting and drinking , a h~ b~ta~ion, clo~hing 
a nd many other things . The first h1s vor1cal act is, 
therefore, the production of mat er i8 l l i f e its elf." ( 1) 

In every society then, a certa in amount of labour time must ~e 
devoted to the production of goods which sE.i-i~ isfy men 's material 
needs. Workers and tools/machinery and raw mat erials (means of 
production) are a basic feature of all s~c~eties . However , 

. 
"For production to go on at all t hey must unite. The 
specific ·manner in which this uni on ~s aceornplished 
distinguishes the different economic epochs of the 
structure of society from one another . .i (2) 

Thus the way in which human beings produce their basic materia l 
needs (i . e . the. modft of production) i s the fundamental determinant 
of the nature of society at ari·y point" -fn .. fime .· The particular 
l evel of development of the means of product ion (ranging from the 
simpl est tools to t he most complex machi nery) i nvolves a corres
ponding network of soci al r el ationshi ps . It is the totality of 
these relations which forms the economic struct ur e of society , 
which i n turn, is the real basis of all l egal , pol i tical and 
cultural superstructures. Thus, if ~ e st3rt f r om the materialist 
view of history, it is clear that t he rr.o:ive force behind histor
ical development is the mat eria l development of t he productive 
forces. In all societies t he forces of product i on develop and 
expand or become more compli ca t ed until , at a cert~ in point, 
this development of the productive fo rces conflicts with the net~ 
work of social relationshi ps which t hey ~ad orig i na lly engendered. 
The old - established soci8 l rela t i ons ' \'1hich had once -facilitated 

( 1 ) 111rhe German Id eology" Karl Marx p. 17 (Lav;renc e and Wishart) 
(2) "Capital" Vol. II Marx p. 37 (Lawrence 2nd HishPrt) 
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the development of the productive forces now make it more and more 
difficult for the forces of production to develop. This is the 
period of social revolution which develops as the material forces 
of production expand, creating a need for the social relations 
and superstructures of the old society to be overthrown. Hence, 

"No social order is ever destroyed before all the prod
uctive forces for which it is sufficient have been 
developed, and new superior r el ations of production 
never replace older ones before the material conditions 
for their existence have matured within the framework of 
the old society. Mankind thus inevitably sets itself 
only such t asks as it is a ble to solve, since closer 
examination will always show that the problem itself 
arises only when t he ma.teri ~ l conditions for its · · .. 
solution are a lready present or at least in the course 
of formation •... The bourgeois mode of production is 
the l ast antaganostic form of the social process of 
production - antagonistic not in the sense of indiv-
idual 8ntagonism but of an antagonism th~t emanates 
from the individua ls' soci al conditions of existence -
but t he productive forces developing within bourgeois 
society create a lso the material conditions for a 
solution of this antRgonism. The prehistory of human 
society e.ccord i ng ly cl oses wi th this social format ion. 11 

( 1 ) 

The development of the productive forces within feudalism created 
the conditions for the rise of capitalist product ion which event
ually l ed to the overthrow of feud al social, political and legal 
relations and the taking over of state power by the bourgeoisie. 
Once established as the dominant mode of product ion, it has been 
the historic task of capitalism to develop t he productive forces 
of society on an unprecedented world-wide scale and in so doing it 
has created the necessary l evel of materia l development for the 
establishment of production directly for the whole of humanity's 
needs (i . e. communism) . It is the purpose of this art i cle to 
show that by the beginni ng of this century (approximately 1914) 
capitalism had accomplished its hi storic task of providing the 
material basis for communism; that any subsequent accumul ation of 
capital no longer entail ed a progressive development of the 
product ive forces ('progressive ' in the sense of furthering the 
development of conditions for a higher mode of production); hence 
any growth of the productive forces which has occurred has been on 
a decadent bA.sis - a sign that capitalism is declining as a mode 
of production. 

Before going on to analyse dec~ dent c~pitalism, however, it is 
necessa ry to outline the basic characteristics of CE: pita li s ~n and 

(1) Preface to "A. Contribution to t he Critique of Political Economy" 
in "Ma rx,Early Writings" p.426 (Pelican, 1975) 
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the f undamental drive which forces capital to exJ.ll nd and develop 
the productive forces whilst at the same time i mpos ing certain 
objective limits to capital's ability to further develop the 
productive forces of society. 

Capitalist society, then , like any other mode of production, i s 
ul timately a process ~hereby t he materi3. l necess ities for l ife are 
produced, but the specific historic~ l form which t his production 
t <lkes is characterised by the contradi ction between t he 
capitalist's production for profit and t he fundamental r equirement 
of producing to to satisfy society's basic needs . 

The Labour Theory of Value. 
In a society whe r e people pr oduce their own meRns of subsist

ence t hen the products of their l~ bour a re util ities or use values, 
which may be in the form of objects f or consumption or ob jects 
which are to function as part of the means of production. In a 
primitive communist society where ther e is no divis ion oi l a bour 
and producer s sPtisfy their own needs, production is in the form 
of use V8l ues alone. As soon as t he l evel of production devel ops 
beyond a subsistence economy and people begin t o exchange some of 
their products (barter) then a cor!lmodity character is a lso given 
to these goods . Commod ities heve the dual qual i t y of being 
ob jects of utility (or use v~ lues) and obj~ct s which can be 
exchanged for other commodities (exchRnge value ). All commodities 
are produced by human l abour power and any s i ng l e commodi ty C3.n be 
seen as the cryst allization of the human l ..i bour po·,;!e r r equired to 
produce it. The value of a commodity is the amount of human 
l abour power in the abstract which i s incorporat ed in that commod
ity. The only way the amount of l abour embodi ed i a a commod ity 
can be measur ed i s by measuring t he l ength of l abour tj.me 
necessa ry to produce it. Thus l a bour time i s t he ~eesure 0f value. 
However, although l abour is the source of all value , and labour 
time the measure of value, the vs l ue of a particular coo~od ity is 
not determined by the l ength of time it t ake s any indi vi dual 
worker to produce it . (If this wer e s o then va l ue would va ry in 
accordance with, say , how f ast or sl ow any i ndividual worker was . ) 
The value of a commodity is determi ned by the ave rage amount of 
social l abour time necessary to produce it at any pJ.rt icul~r l evel 
of development of the productive forc es, and i t is t h:i..s fact v.1hi ch 
enables commodities of differing physical qua lities to be compa red 
with . one another for the purposes of exchange . (Thus, for exampl e, 
if it t akes 5 hours on average for a weaver to proc1uce 15 yo.r ds of 
cl oth and 5 hours on average for a c8 r pent er t o r.mke a t abl e, then 
15 yards of cl oth ar e equal in vtt lue t o one t abl e . If v:e further 
assume that the price of any commodity is equ~ l t o its value, then 
the pri ce of a t a bl e will be the same as t he pri ce of 15 ya rd s of 
cloth. ) It is only t hrough t he process of exchange t h.1 t the val ue 
of coo~od ities can be m1 nifested since t he vn l Qe of one commodity 
can only be expressed in te r ms of anothe r commodity. 
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. ~ . .. 
The Capitalist lode of ·Production and the Law ot Value. 

Aithough commodity production and' the concomitant division of 
labour wpich this implies were necessary pre-conditions for the 
development of capitalism, there are certain other historical 
conditions which had to exist before capitalism could come into 
existence, that is, before the so- called primitive accumulation of 
capital could t ake place. 

First of all exchange via barter had to give way to a money 
economy. Money, as the universal commodity in which the exchange 
value of all other commodities can be expressed, appears first as 
a convenient standardized measure of exchange value, and later as 
a medium of exchange, facilitating the expansion of trade. The 
general character of money which allows it to r epresent the 
exchange value of all other commodities means that money is the 
"material representative of general weal th;'. ( 1 ) t\s such, money 
historicnlly became an end in itself, as commodity production and 
trade expanded. The Mercantilist system was based on the possib
ility of accumulating wealth in the general form of money through 
trade. 

Another fundamental pre- condition for the rise of the capitalist 
mode. of production is the existence of 'free ' l abourers who do 
not themselves own any me~ ns of production and are therefore 
forced to sell their l abour power (work for a wage) in order to 
live. 

" • • • 
sell 
must 
very 

the l a bourer instead of being in the position to 
commodities in which his l a bour is incorporated, 
be obliged to off er for sale as a co"mmod i ty th~t 
labour-power, which exists only in his living self.-" 

(2) 

The existence of wage l abour means t h3.t l abour power is now 
turned into a commodity whose exchange v~lue is the average 
socially necessary labour time which it takes the l abourer to 
prod_uqe his own material needs . Expressed in money terms , the 
exchange value of labour equals the wages of the worker. Once 
l abour power is turned into a commodity the .Production of surplus 
value, that is, value over and above that which is necessary fo r .· .. 
the workers to maintain and reproduce themsel ves, is maae · 
possible. A.ccording to the law of value , comrnod i ties are 
exchanged in accordance with their value, or the amount of l abour 

( 1) Marx "Grundrisse" p. 226 (Pelican) The precious metals have 
provided the most suitable material for money, being du:r;able, a 
convenient size, of uniform ph~rsi·cr-i 1 qua lity and re la ti vely 
scarce - i. e. they are not common property and are thus objects. 
of production with an exchange vR lue. Thus money is itself a 
cornmodi ty with an exch.8 nge v~.lue which can be expressed in te rms 
of all other commodities. 
(2) Ma rx "Capital" Vol. I p.147 
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time which they embody. Under capitalism the operation of the law 
of value means that profits are made by capitalists selling commod
ities produced by the workers at their value, w~ilst at the same 
time the Vlorkers are paid the equivalent of the exchange value of 
their l abour power. This is so, bec~use once the labourer is 
obliged to sell his labour-powe r in order to live he is also forced 
to work for a longer period of time than it takes him to produce 
the amount of value equivalent to his rnateri~l needs . It is this 
surplus value, created by the l a bour power of the workers and 
appropriated by the owners of the means of production, which is 
the source of capital's profit. 

Capital Accumulation. 
After the original 'primitive accumulation' of capital has 

taken place (historically primitive accumulation occurred when 
merchants invested pa.rt of their accumulated we~lth in productive 
industry) and capitalism is established as a mode of production, 
then capitalism itself provides the· mechanism for its own expansion. 

Marx drew up an abstract model of simple reproduction in a closed 
society composed entirely of capitalists and workers which illus
trates this f act. From the viewpoint of society a s a whole , the 
total social product can be divided into const ant capit a l (raw 
mat erials, machinery etc.) plus variable capital (wages paid to the 
workers by the- capitalists) plus surplus value . If we assume that 
the whole of the constant C8pital is used up during the course of 
the turnover of capital, then the value of the total social 
product can be represented as follows: 

c + v + s 

If this total social product is further divided into t wo major 
DeP3- rtments of production, Department I comprising the production 
of the means of production and Department II comprising t he prod
uction of means of consumption, the original formula can be el abor
ated as follows: 

Department I 

Department II 

c + v + s 

c + v + s 
= total socia 1 product 

In o·rder to explain how simple reproduction occurs (that is, a 
situation where the cnpitalists consume the whol e of the surplus 
value produced and hence the total social product is reproduced 
anew, but not enlarged), let us follow Marx's schema : 

Department I 

Department II 

4,000 + 1,000v + 1,000s 

2, 000c + 500v + 
= total social product 

500s (9,000) 

Whilst this table is an abstraction which demonstrates the 
relation between the two Departments of production in t erms of 
value, it must not be forgotten that the total vRl ue produced by 
each Department is in the form of actual physica l ob jects . If 
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we examine the relationship between the two Departments it is clear 
that in order for the cycle of production to begin anew there must 
be some exchange of commodities between the two Departments . The 
4 ,000 constant capital produced by Department I (in the form of 
machinery, machine tools etc . ) need only be r edistributed within 
the same Department; but workers cannot be paid with , nor 
capitalists personally consume, the means of production which are 
represented by 1 ,OOOv plus 1 ,OOOs. On the other hand, t he 2,000 
constant capital. necessary for the production process to begin 
again in Department II is useless i f it remains in the form of 
consumer goods, whilst the 500v and 500s can be consumed by the 
workers 1nd capitqlists of th8t DepRrtment . The 1 ,OOOv and 
1 ,OOOs of Department I must be exchanged for Department II's 
2,000c if reproduction is to continue smoothly . In other words, 
equilibrium conditions for simple reproduction necessitate that: 

Iv + Is ·= Ile 

This outline of abstract simpl e reproduction demonstrates that the 
accumulation of capital is essentially a self-generating process 
and this remains true for extended r eproduction, that is, in the 
situation where the total social product is increased during the 
reproduction cycle . 

In reality the competition between capitalists constantly forces 
them to undercut their competitors by selling at a lower price . 
To do this they have to produce their commoditi es more cheaply and 
hence they must return part of the surplus value to the production 
process in the form of new machinery which increases t he prod
uctivity of labour; the history of capital is one of increasing 
accumulation or expanded r eproduction. Neverthel ess an el a bor
ation of the first model will serve to show tha t extended reprod
uction remains essentially a reproduction of the worker- capital 
relationship . 

To re.turn again to the two Departments of production, if we now 
allow for part of the surplus produced by each Department to r eturn 
to the production process as capital, then the surplus of each 
Department can be divided in A, representing the portion destined 
for the personal consumption of the capitalists, and B,representing 
the portion to be turned into capital . Thus, 

I s == r ·. + I B 
IIs = rr ·. + IIB 

Part B of both Departments can be further broken down into a part 
which is .destined for accumulation as constant capital (IBc plus 
IIBc) and a part which is to be a ccumulated a s variable capital 
(IBv and IIBv). Hence the formula for total soci al production 
nov1 appears as : 
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Department I 

Depa rtment II 

Ic + Iv + IA + IBc + IBv 

Ile + IIv + IIA. + IIBc + IIBv 

The reproduction of t he first three aspects of both Depar t ments 
has already been dealt with under simpl e reproduction . We ar e 
concerned here with that part of the surplus which is to be re
capitalized. For the same reasons as in t he case of simple 
reproduction, if expanded reproduction is to occur it is clear 
: hat IBv must equal IIBc . The necesse.ry exchange between the two 
Departments for expRnded reproduction to occur can be demonstrated 
by combining the formula for exchange between the Department s for 
s i mple reproduction with this equat i on . Thus: 

(Iv + IA + IBv) = (IIc + IIBc) 

"In other words : the entire nevi variable capital of the 
first depart ment and the part of the surplus value of . 
the same department which falls to unproductive consum-
tion must be e ual to the new constant ca ital of the 

second department . 11 1 

From this model of expanded reproduction it is obvious that the 
accumulation of capital is a self- expanding process which involves 
~ growth in constant capital, a growth in the consumption of the 
v1orkers and a growth in the consumption of the capitalists. Thus, 

11Commodi ty production creates its own market insofar as 
it is able to convert surplus-value into new capital." (2) 

w~ shall see below that the self- expansion of capital is accom
panied by t he tendency for the rate of profit to f~ll which, in 
turn, places limits to capital's ability to "convert surplus-va l ue 
into new capital ". 

_TI1e Organic Composition of CRpital and the Formation of Qn Average 
Ita "te of Profit. 

We have seen how competition forces each capitalist to 
continually transform part of the surplus value into capital and 
how t~e accumul~tion of CApital i s thus a self- expanding process. 
BQt since the aim of every c~pitalist is to maximise profits (and 
t~erefore the amount of surplus value produced), he wil l cease to 
transform surpl us value i nto capital if such an action at a 
certain point , brings in less profit than previously a~d thus 

\ 1 ~ Bu~harin "Impe~ialism and the Accumula tion of Capital 11 p. 159. 
~ee this work and its Appendix for a fuller explanation of . 
eApanded repr oduction. 
(2) Mattick 11Jfa rx and Keynes" p. 76 

.. 
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capital accumul ation would cease. 

To return to the increase in the amount of surplus value which an 
increase in profits impl ies . Such an increase means that workers 
will hJ.ve to produce more surplus value and thus leads to an 
increase in the rate of exploitation (s/v) or in the rate of 
surplus value . There are two main w?ys in which capitalists can 
increase expl~itation : 
(i) By l engthening the working day (absolute surplus value) 
(ii)By reducing the exchange value of labour power - i. e . the 
length of time which the labourer has to work to produce enough 
value for his own subsistence (relative surplus va l ue) . This 
can be achieved by a) cheaper food costs, and b) hi gher product
ivity. 

An increase in the productivity of l abour i nvolves an increase in 
the volume of exchange value which the l abourer can produce in a 
given time. Whilst on the one hand the social productivity of 
l abour expresses itself in an increase in the mass of commodit i es , 
on t he other hand, the value of any single commodity is lowered. 
A rise in the productivity of labour which invol ves the product ion 
of an increasing mass of commodities further implies development 
in the forces of production - improvements in machinery, intro
duction of more efficient techniques etc. which result in an 
increase in the rat io of constant to variable capital . Thus, 
although the act ua l number of workers may rise, this rise will not 
be in the same proportion as the increase in investment in new 
machinery· etc. The increased proportion of constant capital in 
r ela tion to variable capital is what Marx calls the rise in the 
'organic composition' of capital (c/v) . It is the continuing rise 
in the organic composition of capita l which l eads to the t endency 
for t he rat e of profit to decl ine and whi ch, in t urn, places 
objective· limits on the ability of capital to accumul ate.(1) The 
rate of profit itself can be symbolized as s/c+v, that is, it is 
the surplus val ue gained afte r allowing for the depreciation and 
replacement of constant capital pl us the wages of the workers . 

However, our analysis from the standpoint of the labour theory of 
value i s concerned with the total social capital, and thus we are 
only secondaril y concerned with the rate of profit in any part
icul ar firm or even branch of industry . What we are concerned 
with is t he fo rma tion of an average , or general, rate of profit , 
which tends to emerge as a r esult of competition and this law is 
in every way as i mportant as that of the falling rate of profit for 
a comprehension of the movement of capital . 

In treating of commodity production in Volume I of ' Capital', Marx 
assumes that the price of a commodity equals its value, barring 

(1) See Appendix I for an exposition of the difficulties involved 
in calculating both the composition of capital and the rate of 
profit . 
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f l uctuations of supply and de!n9nd, i . e. p = v. But in Volume III 
he a rgues that in general the more that industria l capital. 
develops, the less prices of commodities tend to equal their 
values. This ' deviation' of p from v seems to undermine value 
theory, but in fact it provides its firmest confirmation . Though 
individual prices always bear some relation to value, Marx '. s 
achieveme nt in Volume III was to show that value equal s price only 
at the level of the capitalist economy as a whole, i . e. total p = 
total v; that : 

11 
• • • the deviation of prices from va l ues mutually 

bal ance one another • •. ~nd in t he s1me way the sum of 
all the prices of product ion of all commodities in 
society, is equal to the sum of all their values . 11 

( 1) 

It is clear that, other things be ing equal , the va lue of a comm
odity of a capit9.l with a high composition will be lower than tha t 
of a capital with a low composition, since less labour will be 
incorporated in it. Irrespective of this, competition forces each 
capital to sell on the market at roughly equival ent prices; thus 
tne cnpital of high composition sells above, and the one of low 
cc:nposition below, value . The effect of this is clear - a constant 
drain of value from low to high composition capitals . 

It is easy enough to grasp this primitive example of equalisation 
vtithin a single industry ~ but the tendency, (which is to begin 
with a local and then a national one,) eventually establishes 
itself on a global scale i:i.nd to illustrat e this He must turn to 
the rather more complex examples given by Marx in Volume III. 

If every branch of industry were to sell its commodities at value 
certain consequences would follow . Those industries with a low 
capital component would make high profits, and those with a high 
capital component, low profits . However, capitgl ~ould be attrac
ted to the former, leading to a vast increase in output and a 
glutted market; similarly, labour would be able to push up its 
exchange value and thus provide a motive for its replacement by 
constant capital . The other industries wo uld meanwhile be starved 
of capital, growth would slow down, output slacken and prices rise. 
At the end of.this.cycle the . f~ight of capital would clearly be in 
j;he reverse d1rect1on to v1hat it had been at the beginning. The 
outcome of all t he capital QOvements and price f l uctuations is the 
formation of an average rate of profit and the correct distrib
ution of surplus value throughout the whol e economv. To the 
capitalist this movement expresses itself as the f~ct that the 
market will take his goods priced, not at their ' value' but at 
their costs of production (cost price), plus the ave rag~ going 

(1) Ma rx "Capital" Vol . III Po157 

• 
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r at e of profit. These prices are in no WRY arbitrary and indepen
dent of va l ue relations, 

"The. overall fall or rise of the pri ces of product ion 
and the ave:age rate of prof it is ca used by the changing 
value re l a t1ons, and the changing value conterit- of 
commod i t i es in t he course of the changing productivity 
of labour and the structural changes in the organic 
composit ion of t otal capital . 11 ( 1) 

This can be illustrated with an abstract exampl e of five spheres 
of production, with differing capital compnsiticns·and a _cJnstant 
rat e of expl oitation. 

This l aw means that capi tals. do not receive back at the end of the 
the circulation process that part of tot al val ue created by them. 

( 1 ) Mattick op.cit. p.46 
@ This quantum is irrelevant to the argument since ; whatever its 
size, t he excess of va l ue over cost is twenty in case 1 , thirty in 
case 2 et c. Marx merel y says that the higher the constant 
component, the l ess used up c there will be in each cycl e . 
However, one still fee l s that better exampl es coul d have been 
chosen to avoid confusion . 
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"(Capitals) do not secure ~he su~plus-va lue and conseq
uently the profit created in their own sphere by the 
production of these commodities, but only as much 
surplus- value and profit as falls to the share of every 
aliquot part of the total social capital~·· Every.100 
of any invested capital, wha tev~r may. be its org~nic 
composition, draws as much profit during one ye~ r • · • 
as falls to the share of every 100 of to tal social 
capital during the same period. 11 (1) 

This mechanism, then, involves a constant value flow to those 
industries that are the most technologically advanced, and speeds 
the process of capital concentration within any national capital . 
But in its drive towards the creation of a world m.i:irket, and a 
globalisation of th e capitalist mode of production, capital 
carries within itself the extension, the ever- widening of the 
equalisation of the rate of profit; sucking value from backward 
areas whose development is arrested by unequal exchange and hence 
snatching from them the bulk of the fruits of their primary 
accumulat ion. 

In the sections which follow, we sha ll see how t he tendency 
towards equa lisation of profit rates, e long wi th the t endential 
f all in the rate of profit, allows us to understand the salient 
features of capitalist development , both in its period of growth 
and in its period of decline. But we must al ways r emember that, 

"It is the nature of the r ate of profit, and of economic 
laws in general, (that), none of t hem has any r eality 
except as an approximation, t endency, average, and not 
as an immediate reality. ii ( 2) 

The Tendentia:l Fall in t he Rate of Profit. 
The accumulation of capital then, necessitates a rise in the 

organic composition of capital which in turn leRds to the tendency 
for the rate of profit to . fall. 

"This is in every respect the most important lav1 of 
modern political economy, and the most essential for 
understanding the most difficult r elations . It is the 
most important law from the scientific standpoint • •• 
hence it is evident that the ma t erial productive power 
already present, already worked out, existing in the 
form of fixed capital • .• that the productive forces 
brought about by the historical development of cap
italism itself, when it reaches a cert ain point, sus
pend the self- realisation of capital instead of 
positing it . 11 (3) 

(1) Marx 11Capital" Volume III p. 158 
(2) Engels to Schmidt in11Ha rx/Engels Selected Correspondence" p. 563 
(3) Marx "Grundrisse" p. 748,9 . 

• 

• 

• 
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To il~ustrate wit~ an examRl~ using Henryk Grossman ' s figures , (1) 
assuming an organic composition of 1 :1, with 30 constant and 
30 variabl e capital and a rate of exploitat ion of 100~ . , then 
the rate of profit(s/c + v) will be 50;,c . · 

"With an organic composition (5 :1 ) say 250 cons t ant 
and 50 variabl e capital, and the same rate of 
expl oitation, the rate of profit will be 16 . 65_ ••• 
both constant and variabl e capital is increased . ·· Not 

-· only is . the scale of production expand ea , but the 
· ···nu_r_nb_~~s of workers employed increased . " ( 2) 

Nevertheless, the rate of profit has fallen and the rise in the 
organic composition of capital means that an inqreasingl y l arger 
part of the surplus vnlue produced must be used for the purpose 
of increasing the ever growing constant capital . To elabora t e 
with another exRmple using Grossman 's figures, 

" ••• by a composition of 200C - 100V - 100S (surpl us 
value), the constant c~pit~1 can (assuming the total 
surplus value to be used for accumulation) be 
increased by 5~, of its original size. At a higher 

·:stage of ccJ _pj_ta l liccu.mulat ion, with ci considerably 
higher organic composition, e. g. 14,900C - 100V - 150S 
the increased mass of surplus value is only sufficient, 
when used as add itional capitg,l ( AC ) for an increase of 
Th·" (3) 

From this analysis it is clear th8 t accumulation is limited by the 
fact that at a high stage of accumulation there will reach a point 
where the organic compos ition of total capital is so large and the 
rat e of profit so small, that -Co enlarge on the existing constant 
capital vwuld absorb the w!1ole of t he surplus value produced. (4) 
Moreover, as this crisis is i~proa ched, the portion of the surplus 
value for distribution bet~ecn the workers and capitalists is also 
reducsd, making a sharpened struggl e for maintenance of wage l evels 
by the workers inevitable - as wel l as l ay- offs and unemployment 
resulting from the l ack of enough surplus val ue foi additional 
accumulation of capital and inability to further develop the 
productive forces. Thus we fi nd in the accumulation process 
itsel f the drive towa rds t he collapse of the capitalist system. 
Historically this tendency to collapse has been manifested in the 
periodic crises of "over- production" of capital; crises which have 

(1) Quoted in Mattick "The Permanent Crisis'·' i n International 
Council Correspondence November, 1934 
(2) op . cit . p.5 
(3) op. qit . p. 7 
(4) For a further illustration of how t his point is rea ched, see 
Grossman ' s model of capit al accumulation reprinted in Appendix II 
below. 
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been overcome by the devaluation of cap~tal, greater c~pital 
concentration and centralization involving the absorption of 
smaller capitals by l arger enterprises; a~d . eventually. renewedt 
accumulation with a higher organic composit10~ and a h1ghe~ r~ e 
of exploitation . Nevertheless capit alism' s history of per1od1c 
crises followed. by renewed accumulation does not alt er the 
tendential fall in the rate of profit and the long-term tendency 
to collapse . 

"If t he crisis is only an embryoni~ colla~se, the final 
collapse of the capitalist sys~em is nothing else but a 
crisis full~ devel oped and unhi ndered by B.ny counter
t endencies . ' ( 1) 

In reality the tendency fo r t he rate of profit to fall generates 
various counter-tendencies which at first may successfully avert 
the fall, the major ones be i ng : 
a) Increa.sing the rate of exploitation, either by reducing the 
living standards of the workers or by a rise in productivity. We 
saw earlier that the growth in the organic composit i on of capital 
itsel f involves a rise in productivity and thus the rate of 

surplus val ue is increased which my provide a counter- tendency 
to the f all in the rate of profit. (2) In times of cris is 
capitalists can also i ncrease surplus val ue by absol ut e increases 
in exploitation (wage reductions, longer hours, etc . ) . 
b) Lowe ring the cos t of raw materials and hence cheapening the 
elements of constant capital and increasing t he rate of surplus 
value proport ionally . Similarl y, cheaper foodstuffs, other things 
being equal , will lower the exchange va l ue of l abour power and 
hence t he : cost of production for the capitalist. 
c) For ei gn t rade . By selling commodities above their val ue to 
capitals abroad with a lower organic composition, capitals of a · 
r elativel y high organi c composition can make extra-profits and 
thereby contribute to the counter-acting of the f alling rate of 
profit. 

~lthough such measures may successfully offset the · t endency for 
-~he rate of profit to decline over cert ain periods, in the l ong 
r un they merely exacerbat e t he problem, s i nce capital accumul ation 
is accelerated and the organic composit ion is further increased, 
leaving t he long- t erm t endency for the rat e of profit to decline 

(1) op . cit. p. 9 
(2) Although Marx assumed a constant rate of surpl us value for 
the purpose of analysing the t endent ial fall in the rate of 
profit , he did not ignore the fact that, unlike other counter
t endenci es , an increasing rate of surplus value is an integral 
part of the rise in the organic composition. On the contrary, 
Marx argues in Volume III of "Capital" (see for exampl e, p. 209 
in t he chapter ' The Law as Such') that the rate of profit wi ll 
fall inspite of a rise in the rate of surplus val ue. 

• 
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even mo:e pronounced. Historically the gradual fall in the rate 
of profit has been resolved by economic crises as outlined above 
followed by a renewed cycle of accumulation based on a- more con- ' 
centrated.and centr~lised capita l and n higher organic composition 
than previ.~us~y. With every crisis the rate of prof·it established 
at the beginning of the cycle will tend to be lower than at · the 
start of the previous cycle; the counter-tendencies to· the fa lling 
rnte of pr~fit become ina.dequa te after shorter and shorter periods 
and the ?rises.themselves occur more frequently, each time with 
greater intensity. Moreover, there are limits to the abilitv of 
the counter-tendencies to remBin effective, even for short p~riods . 
Increased exploitation, for instance, is limited not only by the 
fact that workers ha.ve to live and cannot permanently be ·pai·d 
wag~~ - ~elow subsistence level, but a lso by the combativitj of the 
class itself as the class struggle intensifies with the deepening 
of the crisis . Thus, 

11 As the force of the counter-tendencies is stopped, the 
tendency of capitalist collapse is left in control. 
Then we have the perl'.Il9.nent crisis, or the death crisis · 
of capitalism. The onl y means left for the continued 
existence of capitalism is then the permanent, absolute 
and general pauperiza ti on of the proletariat. 11 ( 1 ) 

We shall see that ·'the force of the counter-tendencies is stopped" 
when accumulation has reached the ·point where c~ pital is the 
dominant mode of production on a world scale and when the law of 
value establishes itself as a global law. 

C r\PIT ~LISM IN ITS ·\SCEfiTJ) ·\Nr.11 PERIOD 

In order to analyse more closely the process of the onset of 
capita lism's decadence, let us turn to an examination of the 
accumul ation of capit P. l in the nineteenth century. 

We have seen that from its inception c~pitalism is a dynamic mode 
of production and that ci:ipital 13ccumul Ation takes on.the : for~ of. 
booms followed by periodic crises which, under classical capitalism, 
have been overcome by the devaluation of capita l, incr~ased. 
concentration and centralisation and renewed accumulation. with a . 
higher organic composition, and hence with a lower gen~ral ·.~te. of 
profit which implies both an increase in tempo qnd an increase .. in · 
intensity of crises . Thus the capitalist process of reprpduction 
is not a mer.e circula r process of devaluation and renew.ea accum
ulatfon · but rather is more accurately described in terms · of 13. 
spiral ~hich narrows until eventually no rene~e? accumul~t~on is 
possible because , at a certain point, the organic composition 
reaches such, a level, and the rate of profit is so low, that to 

( 1 ) op.cit. p. 14 



reinvest in more . c.onstant capital woul? ?ring in l ess surpl us 
val ue than with - ~ lower organic composition. Thus, 

"The same laws which had at first co~sti~uted t~e mot ive 
forces of a rapid development of capitalism, now become 
the driving force of capitalist collapse . " (1) 

However long before accumul ation reaches its ultimat~ limits the 
ca italtst mode of production changes from a progressive.to a 
de~adent social system. This is only another way of ~aying th~t 
up .to a certain point in time the.accumulation of.capit~l was in 
the histori cal interests of humanity as a whole, in ~hat the _ . 
material pre-conditions for a higher mode of production wer~ being 
developed . However, once capitBl had developed th~ productive 
forces on a world scale, then the materia l foundations f?r a 
higher form of production - production for human needs wit~out 
commodity exchange - were now in existence ; and although.history 
has 'shown us that renewtd - ~ ccu.:..ulc.tion can still occur, it has 
also shown that such accumulation is in no sense in "the best 
interests of humanity" . 

Nevertheless, in the nineteenth cent ury the a ccumulation of 
capita l was still a progressive force, involving the overthrow of 
the l ast remnants of feudal relations and a gr~dual improvement in 
the general standard of living . This expansion of the c1pitalist 
mode of production and t he increase in mechanisation which is 
associated with the growth in the organic composition, consisted 
l argely of the gradual elimination of cottage industries and small 
craftsmen who became more and more unabl e to compete with capit
alist production techniques. For instance, in England there were 
still twice as many hand-looms as power-looms in operation in the 
cotton industry in 1834, but the hand-loom weavers' increasing 
inability to compete led to their being compl etel y driven out of 
the industry aft er the crisis of 1846- 48 and replaced by factory 
production . 

A similar picture of increasing capit~ l accumul 0 tion resulting in 
increased output from the industrial sphere, but still within the 
context of a substantial hEJndicraft product ion, could be d~.wn 
for other developing capit alist economies in Europe as well as in 
North Am~ric~ in the midd l e of the nineteenth century, although in 
185? capitalism was far from having est a.blished it self as the 
d?min~nt mode of production on a world scale . However, by the 
mid - nine t eenth cent~ry the basis for capital's continued develop
ment ?f the produ?tive !orces, both nationally and internationally , 
was firmly established in the advanced capitalist countries. 
Small craftsmen wer e being eliminated ; the gradual abolition of 
ser~dom , coupled with a rising population and relatively l ow 
agricultural wages meant that capital had a continuous supply of 

(1) op.cit . p. 5 
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wage· l abour to facilitate its expansion . Improvements in 
transport and comr:mnica tions, whilst shortening the period of 
capital t urnover and thus providing· a counter- t endency to the 
declining rate of profit (by reducing the period during which raw 
ma t eria l s and finished goods we re in transit and reducing the 
vo l ume of stock necessary to be held in hand) , at the same time 
provided the technical foundations for capitRl's further expan
sion . 

Inspite of some sttite intervention in t he economy in ar eas like 
railways which required a high initial outlay of capital, the 
t endency towards l aissez- faire meant that private c ~ pitalists 
were r esponsible for capital accumulation. It hAs been estimated 
that from 1815- 1835 govern~ent expenditure in Britain actually 
fell and from 1835- 60 the rise in government expenditure was only 
approximatel y 107i) of t he national income of Britain . (1) Many of 
the government measures in the economic sphere were i n f act 
designed to eliminate feudal legal restrictions on product ion and 
t he movement of capital. Thus, i n Britain, for example, the 
policy of traditional firms hol ding privileged monopolies was 
abandoned in the early nineteenth century. At the same time the 
state, in response to the class struggle, passed l aws which aided 
the gene ral i mprovement i n the working and living conditions of 
t he proletariat. (For exampl e, the Ten Hours ~ct of 1847) . 

Britain, as the most advanced capitalist economy in the mid
ninet eenth century, wus the firs t country to extend laissez-faire 
measures into the field of foreign trade. (The Corn Laws were 
repeal ed i n 184-6; t he Navi gation Acts were finally abolished in 
184-9, et c . ) We have already seen that t rade with foreign capitals 
of a lowe r organic composition is one of the means whe r eby 
capitals with a higher organic composi t ion c~n offset the decline 
in t he rate of profit . It is no . coincidence , therefore, that 
British capitalists in the mid- nineteenth century should be the 
first to advocat e free trade policies - by doing so British 
exports could be sold above their v~ lue whilst still undercutt ing 
the prices of l ess ;;i dvanced CBpit?ls. Thus exports became an 
incr easingl y i mportant part of Britain ' s to t al nation8 l product , 
rising f rom %185 million in 1800 to %350 mill ion in 1850 . (2) 

After about 1815 Britain beg~ n to export capitRl for investment 
and even by the midd l e of the nineteenth century capital export 
was great er t han commodity export - the total reached by 1854- is 
estimated at £210 million. (3) This pheno~enon provid es further 
evidence for our t hesis thRt capital export is one of the means 
for offsetting t he falling rate of profit, since we can assume 
that i n 1850 British industry had the highest organic composition 

( 1) Ashworth "A Short History of the Int ernation:::l Economy, 
1850- 1950" p . 131 -~32 
(2) "The Fontana Economic Histo~y of Europe" Vol. IV p.670 
(3) Ashworth op. cit. p. 170 
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in the world and thus a higher rate of profit could be obtained 
by British capital i nvestment in foreign capitals of a l ess 
advanced organi c composition. Thus British capit al investment 
contributed to the accumul ation of foreign capitAl and hence the 
internationalisation of capit al, but once t he capit al of these 
l atte r countries adv8nced to a similar l eve l of accumula tion as 
BritRin then the r espective nation°l cRpitRlists in t urn began to 
export capital, first of All to l ess ~ dvqnced capita list states 
in Europe and l a t er to other areas . But this is anti cipRting our 
argument. In 1850 Brita in WB.s t he only significant exporter of 
capital. 

The picture of capit ali sm, t he r efore, as i t existed in Europe and 
the United States in the mi d- ninet eent h cent ury, is one of 
i nc reasingly rapid accumul ation whi ch had l ed to an i nc rease in 
the quantity and variety of commodities produced as well as an 
incr ease in the number and standard of livi ng of the proletariat . 
Real wages were increasing and continued to increase until the 
beginning of the t wentieth cent ury . (See Tabl e One of Appendix 
III) dlthough exports were a small proportion of out put, world 
trad e wa s increasing r apidly,(1) reflecting t he international 
expansion of capital. Neverthel ess , the struct ure of capitalist 
f i nns at this time wa s still predominantly that of the individ ua l 
entrepreneur managing his own factory. 

The increasing centralisation of capital which capita l accumul
ation necessitates l ed to r a pid changes in the structure of firms 
i n the s econd half of the nineteenth century. The first sign 
that the individual entrepreneur with his own business was 
finding it diffi cult to raise t he necessary amount of capital 
which accumulation at a higher organi c level demanded was the 
growing importance of joint-stock compani es whi ch enabl ed outside 
investors to provide capital for a business in r et urn for a share 
i n the profits . The spread of joint- stock compani es made it 
possible for an even further centrA lisri tion of capital to t ake 
place in qll the advr.inced capitali st count ries of the world . In 
1897 there wer e 82 i ndustrial combines in t he U. S. which were 
capit r.i lized at a bout .31 ,000 million; by 1904 t hi s f i gure had 
risen to 318 industria l combines, capitalized at over $7,000 
million and incorporating 5,300 separate est abli shments. (2) A. 
more centra lised capit a l involves a great er degree of concentra
tion, a s evidenced by the increase in the ave r sge amount of 
capital held by l eading compani es in the United St ates : 

(1) One estimat e is from £280 mi llion i n 1800 to £380 million 
in 1830 to £800 million by 1850 . See Ashworth op . cit . p.30 
(2) op . cit. p. 96 

• 



"In thirteen leading manufacturing ind ustries in the 
U.S. A. the average amount of cnpit~ l of each manufac
turing plant was multiplied by thirty- nine between 
1850 and 1910, and the value of the average output was 
multipl ied- by nineteen." (1) 

-
The s11 me t endency towards monopoly organiz:?tion of capital wa s 
manifest in other cApit8l ist states at the turn of the century. 
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Thus, in Brita in between 1896 and 1901 l Rrge combi nes were formed 
in the manufacture of sewing cotton, bleaching powder, Portland 
cement, wallpaper, tobacco and most branches of t extile finishing . (2) 
In Germany in 1906 there were 400 combines in existence in various 
diverse branche·s of production; in France at the begginning of the 
century there \1ere syndicates in such industries as met allurgy, 

• sugar, gl ass etc . And so on, Bukharin quotes F.Laur ' s f igures for 
the beginning of the century : 

... 

.. 

" •. . out of 500 billion francs i nvested in the indus
tria l enterprises of Rll the countries of the world, 
225 billions, i. e . al most one- ha l f, are invested in 
production organised i n cartels and trusts." ( 3) 

Thus, by the turn of the century, competition in many industries 
had been virtua l ly eliminat ed within the national economi es of the 
most advanced capitals . This is not to say that competition had 
disappeared all together among industries controll ed by monopoly 
capit al, on the contrary, international competition was now 
fiercer than .ever. The move from predominantly i ndividual ent er 
prises competing within the boundaries of each ca pitalist state, 
to predominantly international competition between monopoly 
capitals involves a corresponding shift in the operation of the 
law of value and the equa lisation of profit r at es to a supra
national l evel - t ha t is, i t i mplies the existence of a world 
capita list economy whe re : 

"The l evel of prices is, generally speaking, not deter
mined by production costs as is the case in local or 
"national" production . To a very l arge extent "national" 
and loca l differences are l evelled out in the genera l 
resultant of world prices which, in their turn, exert 
pr essure on i ndividuRl producers, individual countries, 
individual t erritories . " (4) 

Bukharin illustrates this t endency towards globa l equalisation of 
prices by quoting the price of corn in va rious areas of the globe 
which, despite wide variations in t he conditions of gra in 

(1) op.cit . p. 69 
( 2 ) II II p • 96 
(3) Bukharin "Imperia lism and World Economy" p.69 
(4) op. cit. p. 23 



production, show a relativel y small range of price differences . 

PRICE PER THOUSAND KILOGRAMMES (IN M·\RKS ) 
BEr\YEEN 1901 A.ND 1908 : 

Ma rkets Rye Wheat Oats 

Vi enna . . . . . . . . . . 146 168 149 
Paris . . . . . . . . . . . 132 183 ... 
London . . . . . . . . . . 139 138 
New York . . . . . . . . . . . 141 . . . 
Ger many . . . . . . . . . 155 183 163 

Source : Bukharin 11 Imper i8 lism Bnd Worl d Economy p. 24. 

In other words, i nt ernationa l competition bet ween monopol y capit als 
i mplies a certain interdepend ence between the var i ous national 
capitalist stat es, as manifest ed by the expansion of world trade, 
t he exist ence of the worl d market and the so- called world division 
of l abour. Once t he worl d economy exists and the l aw of value 
operat es on an internationBl l evel, then the concept of gl obal 
capi t al has become a reality and with it h2s al so become t he 
r ea lity of the world proletariat. 

Fr om the s:andpoint of capital, on the other h~nd , t he growth of 
the world economy and of int ernational competition bet ween national 
mo~opoly capitals means t he rise of imperia lisCT . By 'imperia lism ' 
we do not mean wa r, conquest or annexation in general - such a 
definition, as Bukharin potnted out , in "Imperialism and World 
Economy", "expla i ns 11 nothing becaus e it "expl a insil everything -
from t he conquest policy of Al exand er the Great to that of Russ ia 
and the U. S. in Vietnam. Here we def ine ' imperialism' as those 
stat e pol icies whi ch r esult f rom the internationa l competi t ion 
between nationa l capitals with the highest organi c composit ion of 
capital . In so doing ue ar e ab l e to distinguish between the 
policies of the advanced capitali st stat es from the l at e nine
teenth century onw8rds and eqr l i er ex~ mples of wa r, conquest, 
annexation etc . Imperi~ lism , as we have already emph~sised in the 
general note t o the preceding ~ rticle , is a specific hist oric1l 
cRt egory, linked to the development of ~he world economy, and it 
: s to the l atter which we now tum. 

The continuing interna tion8lising of cPpitAlist r el ations from 
the middle of the nineteenth century which l ed to t he development 
of the worl d capitqlist economy was itsel f a product of t he 
accelerated accumulation of capital and t he continuing att empts 
to offset the declining ra t e of ·profit as t he organic composition 
of ~apital increased. I f we t ake Britain as our exampl e , the 
fo llowing t a ble shows how t he general rate of profit continued 
to fall f r om 1860-1 914. 

• 
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PROFIT3 AS i\ PERCENT".GE OF INDUSTRI \1 INCOME 

1860-4 . . . 455 1885- 9 • • • 42 . 2% 
1865- 9 . . . 467~ 1890- 4 . . . 37 . 8% 
1870- 4 47. 7°1 1895- 9 . . . 40. 6°!, 
1875- 9 . . . 43. 3~ 1900-4 • • • 39 . 0~ 
1880- 4 ... 1 .. 2. 67., 1905- 9 39. 5% 

1910- 14 ... 39 . 2~ 

Source :"Myth of the Great Depression 11 S. B. Saul p. 42 
' 

Faced with an ever diminishing rat e of profit, capita ls of the 
most advanced capitalist stat es r elied more and more on foreign 
exports (exporting manufactured goods to areas of a lowe r organic 
composition and i mport i ng cheap ra~ materi~ ls) and capital export 
as means of offsetting the decline . 

"Capitals i nvested in foreign trade are in a position 
to yield a higher rate of profit, because, in t he first 

· pl ace, they come in compet ition with commod ities 
prod uced in other countries with l esser facilities of 
production, so t ha t an advanced country is enabl ed to 
sell its goods above their va lue even when it sells 
them cheaper than the competing countries . To the 
extent t hat t he l abour of the advanced countries is 
here exploited as labour of a hi gher specific weight, 
t he rate of profit rises , because l abour which has not 
been paid as being of a higher quality is sold as such. 
The same cond i tion may obtain i n t he re l ations with a 
certain country, into which coririodi ties a re export ed 
or from which commodities are i mported . This country 
may offer mor e ria:erial ised l abour in goods t ha n it 
receives , and yet it may rece ive in return commodities 
cheaper than it coul d produce t hem . I n the same way , 
a tI18nufact urer who exploits a new invention before it 
hHs become gene r ::i l , undersells .his compet itors and 
yet sells his cor.imodities above their ind i via ua 1 
values, t hat is to say, he exploit s the specifi ca lly 

higher productive power of the l~ bour employed by hi m 
as surpl us val ue. By t his means he secures a surplus 
profit; on the other hand , capi ta l s invested in 
colonies, etc . , may yield a hi gher rat e of profit for 
the simple reason that the rat e of prof it is higher 
there on ac count of the backward development, and for 
the added r eason t ha t slaves , coolies, et c. , permit a 
better exploitation of labour. \le see no reason why 
these higher rates of profit realised by capital s 
invest ed i n certain lines and sent home by them should 
not ent er as el ements into the aver~ge rate of profit 
and t end to keep it to that ext ent. 11 (1) 

(1) Marx "Capital" Volume III p. 238 
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From the mid- nineteenth century to the outbreak of the 1st World 
War, world trade grew as follows : 

YEAR 

1840 
1860 
1880 
1900 
1913 

TOTAL EXPORTS AND IMPORTS 
(In billions of dollars, contemporary value) 

2. 8 
7. 2 

14. 8 
20 . 1 
40. )+-

Source: Cl ough and Cole "Economic History of Europe"p. 604 

By 1914 Britain exported about 25~ of its industrial output and 
Germany about 20~ . 

At first the development of other European capita l s to the point 
where they were able to compete with British exports was accomp
anied by a movement towards free trade . During the 1860 ' s there 
was a general lov1ering of tariffs in Europe (though not in the U. S. ) 
Hm;'"'ver, the growth of international competition which developed 
with the increasing centralisation of capital within national 
Pt&tes quickly saw the r eve rsal of t he movement t owards free trade 
j_n .Europe and an increase in protectionism. Thus , 

" . • . with the increasing competition of American and 
Australian wheat in t he 1870 ' s, with greatly augmented 
industrial equipment of the western European nations, 
with the depressions of 1873, 1882, 1890, and 1907,and 
fina lly with the almost steady decrease of prices from 
1873 to 1896, a tida l wave of prot ectionism surged over 
the Continent .. . Austria raised its duties in 1878, 
1882 , and 1887 . .• Germany raised its rat es in 1879, 
1885 and 1 888~ France, in 1881, 1885, 1887 , and 1892 ; 
Belgium, in 1~87; Ita ly, in 1878 , 1887 , and 1891; and 
Russia , in 1877 and 1892 . 11 ( 1 ) 

The general raising of t ariff barriers from t he l ate 1870 's on
wards t o protect individ ual 'national econo~ie s ' , i . e. t he home 
mar!:et, from foreign competition , must be seen as part of the 
development towards monopoly capita l and the ext ension of capit
alist competition to the norld ma rket . Tariff barriers are thus 
an aspect of the devel opment of imperia lism, for they involve the 
strengthening of st ate boundaries vis-a-vis other st ates in the 
interests of monopoly capital . Moreover, tariff ba rriers promoted 
C?CTpetition between foreign capitals on the world market by enab
ling goods sold on t he home ma rket to be sold at high prices, well 
above the cost of production and thos e sold on t he world market to 

( 1) Clough and Col e 11 Econor.1ic History of Europe" p. 610- 611 
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be sold at a much lower - sometimes below the cost of production 
(dumping) . Such practices are a sign of capital's decadence, for 
when dumping occurs this meBns that foreign trade is no longer a 
viable means of counter - Acting the f Plling rate of profit, for 
high prices on the home mR rket merely increase t he exchange va lue 
of lB.bour power and hence the cost of production for the capitalist. 
(That is, ti.ssuming the workers ar e to maintRin their living 
standP..rds - in. fa ct by the beginning of the t wentieth century real 
wages began to· fall . 

The expansion of industrial ca pit?l at the expense of ag r iculture 
in the advanced capitalist stat es of Europe meant an i ncreasing 
r eliance on t he i mport of foodstuffs (principal ly grain and meat) 
from areas where production wa s devot ed to a single crop or kind 
of meat. Capital accumulation led also to the need for more raw 
materials for industry which we re i mport ed from l ess advanced or 
undeveloped economi es . Moreover, if these raw ffi9. t erial s could be 
obtni ned cheapl y, they lower ed t he costs of production and hence 
provided a counter- t end ency to t he f s lling rat e of profit . 

"In 1910 the price of rubber rose from 2/9 t o 12/6 per 
l b. owing to t he gr eat dema nd for rubber for motor 
tyres and the covering of electricJl plant. The profits 
of some rubber companies rose to 200 per cent per annum 
as a consequence . This at tracted t he att ention of 
financiers and company promot er s , and ve ry soon millions 
of capital were t hrown into the rubber growi ng industry 
in pl antations i n S. ~merica , Centra l 4fri ca, India, 
Ceylon, et c. 

In time t he rubb er out put i ncreased and the price 
has fallen to the old l evel and even below it to 2/6 . 
The sqme happened in t he case of oil for mot ors . It 
ought t o be noted that thi s rush to the torr i d zone for 
r8W mat eria l was one of the many economic f act ors 
le~ d ing to t he feverish secret di ploma cy t hE t . ultimat 
ely l anded Europe in the present wor ld war. 11 .(1) 

Thus the sear ch for chea p raw m8t eriRls wa s bound up with the 
increasing rivalry bet we en European s t 8.t es for control over , and 
annexation of , previously undeveloped ar eas - as evi denced by the 
extent t o which t er r i tori es wer e annexed which cont ained i mportant 
minera l deposits and by the seizure and development of mono
cultural agricultura l ar eas aft er about 1870 . 

4nother aspect of t he international i sation of the capitalist mode 
of production in the l ate ninet ee nth century which stemmed f rum 
capi t al's attempts t o maximi se profits and offset the declining 
rat e of profit, was t he increasing rate of export of capital from 

(1) John Maclean 11The Wa r aft er the War " p. 8. 
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thos~ ." sta t.~s ~ ~i th the highest organic COt!lpOSi t ion to a r eas With a 
lowe r organic - c ompos~tion - in other words, to pla ces whe re a . . 
higher . rate of profit could be obtained . We have seen h?w Br1ta1n, · 
as .the state with the highest organic composition of capital, had 
begun to export capital . to France and the U.S. by the middle of 
the nioeteenth century. Until about 1875 British export of 
capital was mainly to Western Europe and the U. S. whe r e it cont 
ributed to the expansion of those capitals. With t he accumulation 
Gf U •. S . . and European capital to the point where the organic comp
osition had turned these states into capital expo rt ers, British 
capital sought more profitabl e areas of foreign investment, 
t1otabl y the Enpire and Latin i\merica . I t has been ca lcul at ed ( 1) 
that at t he beginning of this century (1900-1 904) the average rate 
of r et urns offered by borrowers. in London for la rg e potentia l 
i nvestors was ·3. 18;ti on home issues, 3. 33~· on colonial, and 5. 39C;b 
on foreign •. By 1913 47% of British foreign investments were in 
the Tulpire, 20% in the U.S. and 200fo in Latin ·\meri ca, and Britain 
was 11y far the biggest exporter of capital i n the worl d. By 1914 
-1-.otal British overseas i nvestments wer e worth over £3, 700 million 
( ~ainly rail ways - 40~ , government and munic ipal loans - 30~ and 
ra\·; r.laterial production - 1 O)· ) . Neverthel ess , in t he l att er half 
of the nineteenth century, first French, and then German capital 
became the chief competitors with British capital for more profit
&bie ar eas of , invest ment in l ess developed countries . By 1880 
i :::-enc:1 foreign investm~nt s had reached £595 million and that 
f igure wa s to increase threefol d by 1914. French foreign invest
~ents followed a s i milar pattern to that of Britain, goi ng first 
of all to l ess advanced European stat es and l at er going farther 
nfi eld - ma inly to Latin America as Europeg n capitql accumul ation 
proceeded . By 1914 40> of French foreign investment was i n areas 
cu.tside Europe . However, Europe remFi ined the most i mportant area 
f or the export of Fr ench capi t ?.1. (Largely because much of French 
capit ·l l export was to r el ri tively b8ckward Russ i a - £436 million by 
1914, or a quarter .of total French foreign invest~ents . ) Germany's 
forei gn invest ments followed a similar ppttern, rising fro m a 
t otal of £245 million in 1883 to £1 ,223 million by 1914. Half of 
the latt er tota l . w~s invested in Europe - again , mainl y t he l ess 
~av~nced states in Central and .East ern Europe, with a furthe r 1 7~ 
i~ the U. ). and another 1 7~ in Latin America .(2) 

Fore i gn investments , therefore , pl ayed an important role in the ·· 
it~ternationalising of capital and the devel opment of the worl d 
economy. But, as Bukharin poi nt ed out., the inter nationalising of 
sapita l does ·not , coincide with the inter nationalising of the 
~_nt e rests of capital and the in creased ra t e .of ca pital export, 
like the increase in foreign t rade, was of ne cessit y accompanied 

(1) By Cairncross, see ~shworth op . cit . p. 171 
(2 ) Fi gures from ~shworth op. cit. pp.173-1 74 and Clough and Col e 
op . cit . pp. 657- 661 
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by ~ sharpening of hostile relations between the most advanced 
powers as competition incre8sed for control over actual and poten
tial- investment zones i The interests of investors in" backward" 
areas .we re ultimately secured by the threat or use of military 
force (e . g. colonisation of Tunis -by France after default, or 
Egypt by .Britain after defaults). 

It can be seen from this bri ef outline that the development of the 
world ·economy and the development of imperialism are inextricably. 
linked. · 

"Thus, together with the internationa lisation of economy 
and ·the int er~qtionalisation of capital, there is going 
on a process of 11national " intertwining of capitB. l, a 
process of 11nationalising" capital, fraught with the 
great est consequences . " ( 1) 

The attempts by the-highly centralised capitals ··to offset the ·· 
decline in the rate of profit which had led to the international 
ising of capitalist relations to ·the point where capitalism had 
become ·a global system, had a lso l ed to the increasing na tional- · 
isation of capital (increase in prot ectionism, etc.) to the point 
where capit alist competition was competition between the advanced 
states for control over the r est of the world. 3uch inter-imper..: 
i alist ·competition necessitates the existence of powerful military 
forces to ' b~ ck up ' the purely economic ·competition, not only with 
r egard ·to the weaker , under- developed economies, but ultimat ely to 
determine the outcooe of direct conflict be t ween the most advanced 
powers. From 1850 onwards the cost of ar mnments production . 
increased annually 8S competition bet ween the advanced capitalist 
states incr eHsed, resulting in the ar ;:.1s ra ce of 1890-1914 . 
During these years military expenditure was t he l ~rgest single 
item of government expenditure (which was itself .increasing) in 
all the a dvanced states. The table overleaf shows the increase 
in government expendit ur e on arms for eight advanced stat es fro~ 
1875-1908. . 

By 1914 Britain's total military expenditure ha s been estim,1ted 
as £77,029,300; Ger many - £97,845 ,960; France - 1,717,202, 233 
francs; ·· Russia - 825, 946,1 .. 21 rubl es; U. 3. \. $313,204,990 . (2) 

World wa r is the inevi tab l e out come of such inter-imperialist 
competition . 

(1) Bukharin op." cit. p. 80 
(2) loc . cit. p.1 26 



MILITARY AND STATE EXP:QTDITURE 

d r-1 
0 Ul 

~r-1 
Ul ~·r-1 Q) H ro 

Ul Q) H+:> U) 
H ro 

Q) H c:tS cd Q) 
d 

+:> 0 
H d +:> r-1 Ul H ·.-1 +:> 
d +:> Q) ·r-1 Cl) Q) d +:> r-1 

·r-1 ..c: .-lHH +:> Q) ·r-1 Q) •r-i d +:> Q) ro ..C: 
·r-1 ..c: ro+:> ·r-1 d ·r-1 ..c: El 0 
ro +:> d El d +:> ro +:> d+:> ·r-1 

d Q) 

.stat es Years d Q)~ '+-! ·rl ;8Years 0. <+-I <+-I +:> . 
Q) <+-I 0.0 Q) <+-I 0 a:l Ul 
0.0 x 0 Ul d 0. () XO r-1 Q) 

x Q) r-1 Q) Q) x Q) 
ro c Q) v H 

Q) cd d ro c <D H 0. Q) ~ d tlD H !:1 
~o Q) +:> 0 +:> 0 <D+:> 0 tlJ d x +:> ·r-1 ·r-i ro +:> 

~·r-1 ·r-i +:> . r-i • r-i (\) +:> Q) ~ ·r-i ·r-i +:> d ·r-1 
H O.+:> C\j O.+:> +:> ·r-i H 0-4 +:> c:U 0.. +:> c ·r-1 ro ro c0 ro +:> c0 m C',; co cd +:> ro ro d ro r-1 Ul 0 .-l Q) d 

+:> 0 r-1 U1 0 r-1 Q) d r-1 +:> 0 r-1 
d 0 • Q) 

·r-i !:1 d o <D ro ·r-i d H 0.0. 
r-1 H 0. .-IHO. H 0. .-I H 0. .-I H 0. 

Q) x x 
·r-i Q) 0 .-I (!) 0 Q) x 0 ·r-i Q) 0 .-I Q) 0 P-i Q) Q) 
~ o.o. <r, 0. 0. P-i Q) +:> ~ 0. 0. c::r.:: 0. 0. 

England • •• 1875 16. 10 41 .67 38.061907-8 26 .1 .. 2 54.83 48 .6 
France • .•• 1875 15. 23 52. 71 29.0 1908 24. 81 67 .04 37.0 
A.ustria ..• 1873 5. 92 22 . 05 26.8 1908 8.49 37 .01 22 . 8 
Italy . .• •. 1874 6.02 31.U 19. 1 1907.:..8 9. 53 33.24 28 . 7 
Russia •• • • 1877 5. 24 15. 14 34. 6 1908 7. 42 20. 81 35. 6 
Japan •••• • 1875 0. 60 3. 48 17. 2 1908 4. 53 .18. 08 25 . 1 
Germany . •• 1881 - 2 9. 43 33.07 28.5 1908 18. U 65 . 22 28 . 3 
u. s. A. •• •• • 1875 10.02 29 . 89 33. 5 1907-8 16. 68 29.32 56 . 9 

Source : Bukharin "Imperialism and World Economy1
' p. 126 ( 1) 

If our anal ysis of ascendant capitalism appears to draw a 
picture of a ' smooth', straightforward expansion, th6n l et us 
emphasise again that accumul ation occurred within the context of 
cut- throat competition and the so- called "business cycl e 11 of 
boom- slump - recovery; where each period of slump ensured that 
the least competitive ent erpris es were bankrupted and taken over 
by their higher organic competitors. The subsequent "recovery11 

made possible by the devaluation of capita l (as a r esult of a 
general f all in prices) was on the basis of an ever more concent 
rated and centralised capital . Given the t endency towards equal
isation of profit r at es as capita lism exp.o.nded, so capital 's 

( 1) Quoted from 0. Schwarz "Finanzen der Gegenwart 11 in Handworter
buch der Sta"tswissenschaften Bukharin points out 11 • •• that the 
author's figures of German and AustriRn expend itures a r e incorrect, 
for they do not include the extraordinary budgets and the approp
riations made only once; the figures for the U.S.4. do not include 
the "civil expenditure" of t he individua l states, so that the 
increase (33.5-56 . 9) is in reality much la rger . 

,. 



periodic crises became mor e uniform and widespread throughout the 
world . Thus, for example, England and France only shared the 
same phases of the cycle in 285~ of the years between 1840- 82, but 
they shared it in 65>- of the years between 1882 and 1925; whilst 
sevent~en countries analysed after the turn of the century showed 
· lmost identical patterns of crisis and recovery.(1) 

Just as the crisis became more extensive so each one in succes
sion wra eked the system more deeply. Because, as we explained 
above, ·each crisis l ed to a greater concentration and central
isation of capitRl, in each successive crisis ther e wer e fewei 
competitors to go to the wa ll . Ultimately this centralisation 
of CRpita l proceeded to the point where, within each national 
capita l, the interests of monopoly capitalism became i ntertwined 
with the State . Now capit ~ list competition which had hitherto 
appeared to offer humanity t he r ee l possibility of abundance , led 
to a restrictive curbing of t he forces of production as each 
state sought to protect its nationa l capital . As we shall see, 
capitalism was now a dec~dent sociP- 1 system and its further . 
existenc.e could ·only be obta ined by plunging the world into. the 
first global conflict between nation states. 

D:EDADENT CAPIT i.LISM 

The· outbreak of world war in 1914 is the decisive manifest
ation that capitalism was henceforward a decadent mode of prod
uction. But since we have already explained that the falling 
rate of profit is the basic motive force of capital accumul ation, 
during · both capitalism's ascendancy and its decline, how ar e we 
able to assert categorically that world capitalism is · now a 
decadent social system and has been since approximately 1914, 
although it has still · managed to accumulate and "expand" t he 
productive forces? Let us emphasise that we say "approximately 
1914" as the date for the beginning of cs.pitalis ra ' s decline. A 
mode of production does not suddenly become decadent overnight, 
and it can be argued that capitalism had fulfilled its historic 
task of creating the world .economy and establishing the material 
foundations for communism some time before 1914. However, with 
the development of monopoly capital and the world economy, a 
point is r eached where t he strictly economic crisis is no longer 
sufficient to r e juvenate accumulation. Centralisation of capital 
has proceeded too far and there are few small, unproductive 
capit~ls t o f ::i ll by the way s ide. Devaluation of capita l as a 

• r esult of the devastations of world war is the only solution to 
the crisis of glob8.l capit ci. lism. Thus, vve have seen how the 
counter-~ endencies t o the f alling raty of profit prove to be 
ineffective or else l ead to imperialism and eventually world war 

(1) Ashworth op~ cit . p.184 



once capital is established as the dominant world mode of prod
uction. 

The rise of global capi tal means t he end of l aissez-faire or 
classical capitalism. The accumul ation of capital after World War 
One could only t ake pl ace on the basis of constant and growing 
state int ervent ion in each nationa l economy and the gradual absor
ption of ci vil society by the state - hence the existence of the 
permanent t endency towards state capit~ lism throughout the world .@ 
This, besides involving i ncreasing state ownership and control of 
the means of production, fiscal policies which att empt to control 
the economy, also involves the stimulus of wast e production (i . e . 
production which, from the viewpoint of globa l capital, cannot 
l ead to further cRpital accumulqtion) of which the most pronounced 
expression has been arms production. The cont inued i nter- imper
i alist rivalry and this growing arms production are both part of 
the permanent crisis of decadent cBpi t alism whi ch can only be 
r esolved by war, itself a period to a new period of reconst ruction, 
followed by yet another crisis . The history of capitalism in the 
twentieth century has been the history of this cycl e of crisis -
war - reconstruction. 

The two World Wa rs served as a means of devaluing ca.pit -:1 and 
permitted a r eal ignment of the imperialist powers, but this in no 
way affected the relative position of t he l ess advanced states who 
henceforth have been mere pawns in the mani pula tions of the inter
imperial ist rival ry of the advanced states. Given the high 
organic composition of t he most advanced st ates,(1) it is imposs
ible that the so- called Third Worl d countries could compete on the 
worl d market ind ependently of the imperi ali st . powers. Thus these 
under-devel oped stat es are unable to provide enough i nitial capital 
outlay necessary for the development of a basic i nfrastructure 
essential to even beg in to compete with the advanced states. 

From the viewpoint of the prol etariat, on the other hand, the 
existence of global, decadent capitalism means Qlso the existence 
of the mat e rial possibility of world revolution and the instit
ution of communism as a higher mod e of production . The world 
~evolutionary wave of 1917- 21, inspit e of its defeat, proved that 
communism was no longer a utopian id eal, but a practical poss i bil
ity . But more thRn this, t he First World War proved t hs. t the 
continued existence of the capit~ list mode of production was a 
11 fetter11 on the development of the productive forces and the 
institution of communism by the proletari~ t is essentia l if 
society is not t o sink into bPrbarism. Moreover, the prospect for 
the living standards of the prolet ariat under !=1. capitali sm where 

© For an analysis of full integral stat e capitalist economies see 
"Theories of State Capit a lism" in Revolut ionary Perspectives iro.1 . 
(1) See ,.for exampl e , Table Two of Append i x · III for . t he case of 
U. S. capital since 1900 . 
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there is only one counter-tendency to the falling rate of profit 
- the absolute increase in exploitation - is one of gradual 
erosion of living standards and eventua lly permanent pauper
ization. But this assumes the acquiescence of a defeated working 
class . Whilst such a condition existed in the '30 's and '40's, 
it does not hold today, and once again capital is faced with the 
prospect of a revolutionary proletariat. 

Statification immediat ely before ,and after the 1st World War. 
We saw in the discussion of i mperia lism that state expend

iture was increasing as a proportion of t he t otal nationa l income 
of the advanced states from about 1870 onwards. Armaments, as we 
saw above, comprised the la rgest single item of state spending, 

• but other important items were educat ion and public utilities 
(services with a high technicgl composition, such as gas and 
wat er supply) . (1) In 1909 t he Brit ish Government indicated how 
f qr the needs of decadent c~pita lism were sustained by the State 
with the formation of British Petroleum (BP), with a government 
controlling share . 

The outbreak of war in 1914 accelerated this development toward s 
statification (i . e . state capitalism) with central governments 
taking more or less direct control over production for war purp
oses. In Imperial Germany after 191 6, Ra thenau ' s control of the 
economy was so great that it was called "state socialism", whilst 
Lloyd George, describing the men who helped run his Ministry of 
Munitions, said, 

" • • • 11 All the means of production, d istri but ion and 
exchange" were aggregately at their command.a (2 ) 

Many specific aspects of state intervention were revoked after 
the War but others remained and state capitalism as a permanent 
tendency of all capitals was firmly est ablished . The t endency 
towards full statification of the economy is not just the result 
of the need for production within national states to be geared to 
the military requirements of war, although this need accelerates 
and emphasises the trend . A more important reason can be traced 
to the chronic l ack of surplus value as a r esult of the cripp
lingly high organic composition of ca pital. Faced with stag-
nating industries (whose surplus value is too l ow to provide for 
a further increase in constant capital ) the stat e has been forced 
to try and avodi collapse of the economy by adopting what had 
hitherto been t he function of the market, i.e . promoting the 
formation of an ave!"lge rAte of profit by redistributing surplus I \ 
value t hroughout the economy . ~ 

,eJ •:>""'lr,...c "'" 

(1) For an explanation of the technic~ l composition of capital : 
see Append ix I. 
(2) i'Wa r Memories of Lloyd George" Volume I p. 147 
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"In the course of capital concentration, more surpl us
vaiue .comes t,o be divided among relatively fewer ent~r-
prises a process by which the market loses some of its 

' . • t ti II functions. When the market mechanism ceases o square 
supply and demand by way of capital expansion , it. com
pl icates the formation of an average rate of profit, 
which is ·needed t o secure the simultaneous existence of 
all necessary industries regard l ess of ~heir in~ivi~ual 
profit rates. The average rate of profit, ~·· implies 
the "pooling" of surpl us- value so as to satisfy the 
physical needs of social p.roduction -vyhich assert . them
sel ves by way of socia l demand . Capit8l ~tagnation, 
expressed as it is as defective demand, hinders a~ . 
increasing number of capital entities f rom partaking 
of the soci.c::i l "pool" of surplus v~ lue in sufficient 
measure . If their continued existence is a social · 
necessity, they must be ma intained by government sub
sidies . ~nd if the number of unemployed constitutes a 
danger to socia l stabil ity, they, too, must be fed out 
of the declining "pool" · of surplus - value . Control of 
surpl us-val ue becomes essential for the . security of 

_capit alism and the distribution of profits becomes a 
governmental concern." ( 1 ) 

Hence the reason for the marked increase in state control over 
banking, credit, etc., government subsidies and outright nat i onal
isation of many basi c ind ustri es after the 1st Wo rld War , 
particul a rly with the onset of the 1929 crisis . Thus, for exampl e, 
t he French Government l ent money to nearly al l its shipping lines, 
t o civil aviation companies, to insolvent banks and nationalised 
the railways . The British Governme~t: 

" .•• achieved the ama lgamation of t he railways (1921), 
t he concentration - indeed the partir:il nationalization 
of electricity supply (1926), the creation of a govern
ment sponsored monopoly in iron and s t eel (1932) and a 
national coal cartel ( 1936 ) • . • " ( 2) 

In Nazi Germany, despite Hitler ' s. rantings aga inst Bolshevism, s tate 
?ont rol ·ofi the economy proceeded apace. Capitalists were organized 
i nto the Estate of Trade and Industry", the workers into the 
L~ bour Fr?nt, whilst in 'Februa ry, 1938 Goring was made economic · 
dict ator in order to realise the "Four Year Pla n11 • 

"The . m~asure~ ~ •• introduced were not the product of a 
specific Nazi ideology of economics . They were ra ther 
the type of scheme adopted, though with much l ess vigour, 

(1) Mattick op. cit . pp.1 15- 6 
<2 ) Hobsbawm "Industry and Empire" p. 242 
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in many countries in the 1930's nowadays summed up in 
t he term 'Keynsianism'. They were in part based on 
the 'war socialism' introduced in Germany during the 
First World V{a r . " ( 1) . 

In Italy · in 1933 the Fascist Government set up t he Institute for 
Industria l Reconstruction (IRI) 

" • •• a permanent industrial holding-c;:ompany to aid 
t he government's programmes of autarchy and rear ma
ment, i t continued to limit its operations to indus
tries and services in which private enterprise was 
unwilling t o invest sufficient funds." (2) 

In both Italy and Germany economic recovery was based on armaments 
production, though in fact tota l socia l output of both countries 
fell between 1929 and 1938. (3) We shall see below how this 
mechanism "aids" accumul ation under decadent c2.pi t alism. 
However, statif ication, although on the one hand essentia l for 
the r edi st ribution of surplus value and the general propping up 
of the economy, on the other, further r educes the profitability 
of t he private sector, since it is mainly by directing surplus 
value f rom the latter that the state is abl e to finance its enter
prises. The same process whereby the state attempts to equalise 
profit rates between i ndustries wi t h high rates of surplus va lue 
(which tend to be in Depart ment II) and those with low rates of 
surplus value (which t end to be in Department I) operates in fully 
state capitalist economies (so- called "communist" states), but 
here it is easier to transfer funds from one industry to another, 
since the st at e, acting as one puge ent repreneur, is in direct 
control of the total national capital . In all modern capitalist 
economies the unprofitable sectors which ar e mainta i ned by the 
state represent an increase in the cost of production from the 
point of vi ew of the economy as a whol e, and thus contribute to 
f urther lowering of the rat e of profit. 

The accel erated effort s to ' rationalise ' production after t he 
First World War by means of 'scientifi c management', · 'la bour
savi ng devices ', introduction of bonus systems, etc., were 
desperate attempts to offset the fa lling r~te of profit by 
increasing the rate of expl oitation in those i ndustries which 
were still profitabl e. In Brit ain and France the decline in the 
standard of living of the workers i s appa rent by the fact that 
real wages fell to below the l evel at t he beginning of the 
century, whilst in Germany, the "shar e of wages in the national 

(1) Childs "Germany Si nce 191811 p. 59 
(2) E. rranneribaum "Fascism in I t aly" p. 112 
(3) Clough and Cole op.cit. p. 764 



dropped from 64% in 1932 (itsel f a significant drop from the 1928 
level) to 57% in 1938. ( 1.) Nevertheless, attempts ~o increase 
both relative and absolute surplus va lue helped to increase the 
growing numbers of unemployed in· all the advanced ca pi t a list 
states, and central governments again stepped in with further 
nationalisations, socia l security schemes and public works to try 
and maintain production. 

After World Wa r Two there was no r elaxation of v1art i me control of 
the economy as had happened after .Worl d War One. In fact state 
capitalist tendenci es have become more and more emphat ic. State 
expenditure as a percentage of GNP gre~ dramat i cally. (See Table 
beLow) I n the U. S. S. R. the fourth Five Year Plan was inaugurated 
in 194.6 ; France adopted t he 11Monnet 11 Pl an and nationalised 
Renault, coal, gas, electricity, t he Bank of France, the large 
comm~rc ial banks, Air France, and t he largest ins urance companies, 
whilst Britain's list i s no l ess extensi ve . Whilst state capital
:1. sm in the U. S. has largely taken the form · of government defence 
contracts, German, Italian and Japanese recovery in the post-war 
period of re construction was initiated by Marshall Aid from the 
U. S. and maint ained by making use of pre-war state control . In 
Italy, IRI (see above) has grown enormously, pr oducing 60~ of the 
cou:itry' s steel, owning Alfa Romeo and employing 200 ,000 
~ngineering workers, besides controlling most public utilities 
and works ; whilst in Germany, 

"Fa r more than in any other ca pi t a list count ry during 
this period the bourgeoi sie • • . made use of the state 
apparatus, and the mone t ary and fi scal system to force 
capital accumulation . .. " (2) 

This grov~h of state capitalism means t hat the public sector has 
nov1 universally emerged as incomparably the la rgest employer. 
(See t he Table on the following page) . It shoul d be not ed that 
direct government cont rol has l argely been in t he basic 
5_ndustries which require a high mass of prof i ts to mainta in 
capital renewal and accumul ation. The fa ct that the state has 
aeen forced to t ake them over is indicative of t he historic 
8risis itself whe re the t endency towards equalisation of the rate 
of profit has broken down . This explains why t he trend towa rds 

(1) See "On ,t he l\nalysis of Imperialism in the Metropolitan 
Countries : the West German Exampl e" by E. Altvate r et .al. in 
the Bullet in of the Conference of Socialist Economist s Spring, 
!974. p.6. A useful expl anation of the German "economi c miracle" , 
·:hough we do not share the authors ' view that Eastern Europe and 
~he U. S. S. R. are anything but capitalist . 
(2) i bid p.9 

• 

• 



• 

• 

NUMBER OF PUBLIC S:OCTOR EMPLOYEES AS A % OF LABOUR FORCE 

Total 
general Public Total 
govern- enter- public 

Country ment prises sector 

United Kingdom . . . . . . . . . 11 • 9 10. 1 22. 0 
Canada . . . . . . . . . . . . . . . . . 9. 9 2. 0 12.0 
U.S. A. . . . . . . . . . . . . . . . . . 16.7 0. 04 16.7 
Venezuela . . . . . . . . . . . . . . 12. 4 1. 2 13.6 
Chile . . . . . . . . . . . . . . . . . . 10. 1 n.a. 10.2 
Argentina . . . . . . . . . . . . . . 11 • 5 3.5 14. 9 

All figures are for 1969, except those for Chile and Argentina 
which are for 1970. 

Source: Finance and Development Volume II No.1. March, 1974 

state capitalism has intensified since the beginning of the 
present crisis in th~ late 1960 's. With the state controlling 
U.C. S. and Rolls Royce , and further statification in the form of 
the National Enterprise Board, and the nationalisation of British 
Leyland and the shipbuilding industri es i mminent, Britain has led 
the way in this universal development. 

Inflation as a Permanent Feature of Decadent Capitalism. 
A large part of governme nt spending which accompanies stat

ification of the economy i s i n f act unproductive expenditure - i . e. 
expenditure whi ch does not l ead to' a further accumulation of 
capital. The whol e of t he t ertia ry sector (social services,etc . ) 
a s well as arms product i on (See the following section.) can be 
subsumed under the same heading of unproductive expenditure . 
Neverthel ess, this increase in unproductive spending does not in 
itself lead to inflat i on (i. e . to rising prices) . If we remember 
that at the level of the economy as a whole, total prices tend to 
equal total values, then i t i s clear th~t from the point of view 
of total soci ql ce. pit?l, such spending r epresents a drain on the 
'pool' of surplus va l ue and hence contributes to a further 
lowering of the rat e of profit. Infl~ tion, however, is the result 
of an expans ion of the money s upply without . ~ corresponding 
increase in the amount of val ue ·produced . In other words, r ising 
prices, which mean no more than the fact that a larger amount of 
currency must be exchanged to purchase any single commodity, are 
a reflection of t he devaluation of money as it seeks to r e
establish its own real value in the f ace of an expanding supply of 
money . The consequences of an increase in the money supply 
without a corresponding increase in t he extraction of surplus 
value can be illustrat ed in t erms of bourgeois classical economic 
theory, whe r e M = volume of money, V = velocity of circulation, 
P = prices and T = out put, and wher e , under equilibrium conditions, 
MV=PT. Cl ear ly, any i ncr ease in M without an equival ent incr ease 



in T would lead to P (i . e. prices) rising. Unproductive expen
diture as such does enter into the equation. The key factor in 
an inflationary situation is the expansion of the money supply at 
a ra.te ·faster than the increBse in production of surplus value 
(or "output" in classical terms). Thus, no matter hovv unprod
uctive capit~ lism was, there would not be inflation if there was 
no expansion of the money supply . 

Nevertheless, in the era of capitalism's d~cadence, the growing 
unproductive expenditure necessitated by the permanent tendency 
towards state capitalism means that the state has been forced to 
resort to expanding the money supply in order to avoid direct 
attacks on the wages of the proletariat and attack them indirec~ly 
by undermining real purchasing power. Although direct attacks 
have been, and still are, an important source of government 
revenue, they have not been able to provide the full amount of 
revenue necessary for the growing number of state operations and 
defi cit financing (i . e. a situation where the state spends more 
money than it receives fro~ taxation) has been a common feature 
of all "mixed" economies since the 1st World War and particularly 
after the early 1930's when the gold standard was finally aban
doned. 

In order for the state to be able to control the supply of money 
it is necessary for each national economy to be free from the 
constraints of a me tallic conversion standard. Throughout the 
nineteenth century the money supply of national economies had 
been closely tied to the amount of actual gold or silver (bullion) 
held within the state boundaries . Paper notes issued were 
legally convertible into me t al coinage and the extent to which 
notes could be issued was limited by the obligation to 'back ' 
paper money with metal coinage held in banks and convertible at a 
fixed legal rate . Thus the supply of money was limited by the 
stock .of bullion held by the banks within each national state . 

The outbreak of the First World Wa r ssu the abandonment of the 
international gold standard as the belligerent states met the 
gigantic costs of financing the war l~rgely by the simple method 
of printing money . Thus, by 1918, increases in the issues of 
paper money in Germany wer e five times the 1914 figure, in 
Britain, four and a half times the pre-war figure, and in France, 
almost four times the 1914 sum. Since this increased supply of 
money wa s financing the waste production of war and not leading 
to the production of new capi tal, prices soa red - 245;;, in 
Germany, 2 30% in Brita in and 35 3~1 in France. ( 1 ) 

The devaluation of currency which accompanied the abolition of 
the gold standard within the various nJt i on'l l states provided a 

(1) Figures taken from Clough and Cole op.cit . p. 734 

• 
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short- term increase in competitiveness for t he commodit ies of the 
devaluating country sold: on the world market, as prices were 
lm;ered in re l a ti on to commodities from other states. Such an 
effecf .. could ority ffe "temporary' since it 0nly enc"ouraged competing 
states to go off the gold standard and devalue their curreQcy. By 
1936 all those 'gold bloc' countries which had previously tried to 
maintain the gold standard had abandoned it and devalued their 
currencies . 

In the 1930's, jus t as during the 1st .World War, goi ng off the 
gold standard enabled central governments of the advanced 
capitalist. states to increase the money supply and fu;rther expind 
their intervention in the economy . As we shall see below, the 
greatest increase in government expenditure was due to the !Il9.ssive 
increase in arms production, but the fear of "political unrest" by 
t he proletariat in a situation of mass unemployment also led the 
state to exten.d existing welfare services and engage in the con
struction of public works . This huge increase in wast e production 
which was largely financed by deficit spending could only lead to 
increasing inflation and a growth in the public debt, as evidenced 
by the table below. 

Total State expenditures Public Debts 
(in national currencies, (as percentage of 

Country current value national income) 
000,000 's omitted) 

1928 or 1929 1937 or 1938 1929 1937 or 1938 

France U,248 68' 971 114 171 
Italy 20,519 34, 100 
U. K. 782 1'134 174 163 
Germany 8' 187 12 25@ 
Belgium 12 '299 13, 546 77 85 

@ EXclusive of undisclosed amounts of special bills . 

Source: Clough and Cole "Economic. History of Europe" p. 819 

· The tremendous cost of financing the 2nd World War was again met 
largely by central g-overnments borrowing from banks i n r eturn for 
government bonds or treasury bills, thereby expanding the money 
supply. The table below clearly shows the increase in note 
circulation during the 2nd World \far. (See overleaf) 

This huge increase i n the money supply in order to finance the war 
led to r ampant inflation in all the belligerent states towards the 
end and immediately after the war as measures to fix prices became 
ineffective . The policies adopted to overcome inflation again 
could only be temporary solutions to the problem. 
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INCREASE IN NOTE CII~CULATION 
(From July,1939 to l atest month in 1944) 

Country Month % increase 

Germany •......•..... . .... 
Belgium •••.••••••••. . . • • • 
FI'B.nce •.•.•.. • •..••.. ... . 
Italy ........ .. .... .. ... . 
U. S. A. • •••••••••••••••••• 
United Kingd om •• .• .•...•. 
Canada ........•... .. .. . .. 

Dec. '41+ 
Aug .' 41+ 
Dec . ' 41+ 
Dec.' 44 
Dec.' 41+ 
Dec . '41+ 
Dec.' 41+ 

I 

435 
339 
369 

1 ,034 
259 
160 
318 

Source : Clough and Col e "Economic History of Europe" p. 847 

In the West the implementation of Keynesian measures saw the more 
or l ess conscious extension of policies whi ch the state had been 
forced to adopt since the 1st World War. K~ynes thought that the 
periodic cr i s es of capitalism could be averted by manipulation of 
interest rat es to encourage invest ment and by means of deficit 
spending and public works to mai ntain employment during times of 
depression - t he resultant increase in the national debt would be 
repaid during the ' boom' period . In fact what has occurred is a 
permanent increase in the national debt of all the advanced stat es 
and infl ation has proved to be a permanent feature of decadent 
capitalism. For instance, 

"Prices in Western Europe ros e by 66 per cent be t ween 
1947 and 1957. This was a compound rate of incretl.se 
of more than 5 per cent per year, a rate roughly equal 
to the yield of government bonds (before t axes) . " ( 1 ) 

According to Keynes i s n theory, gradual inflation is a hea l thy 
rather than an unhea lthy feature of national economies , since it 
encourages businessmen to invest and increases the competitiveness 
of exports on the worl d market . Neve rthl ess, if we r emember the 
reason for the existence of inflation in t he first place, 
(expansion of the money supply at a faster rate than the produc
tion of surplus value) then it is obvious that inflation must 
become more thah a 'gradua l' process if the rat e of exµ9nsion of 
the money supply continues to outstrip the rate of va lue produc
tion . As we shall see, this has been the case since the l ate 
Si xties, with t he development of the current ~orld-wide 
"recession" of decadent capital ism. 

(1) Quot ed in Mattick op. cit . p.147. From J.O. Coppock "Europe 's 
Needs and Resources" 
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Imperial ism and Underdevel opment. 
To Keynes the Second World Wa r proved t hat any economic 

system could have full empl oyment if it so wished and he was 
frightened th9t the end of the war would only bring back unemploy
ment on the scale of" the Thirties . However, in the immediat e term 
he need not have worried . The me ssi ve destruction of the ·jitod
ucti ve forces during the Second World Wa r provided a new basis for 
economic recovery . 

' 

"Throughout Europe railroad lines, ma rsfia lling yards, 
a nd port facilities l ay in ruins . Machinery had been 
worn out t hrough const ant use and under- maintenance . 
Mines ·had been exploited so mercilessly t hat a super
human· effort was needed to restore them to their pre
war effici ency . Agri culture had suffered from over
cropping •• • And the l abor force of most countries 
had su'stained substantial losses . tt ( 1 ~ 

Russia had. lost t wel ve· million men , the U. K. 11,800 ,000 tons of 
shipping, and France 4.5% of its entire weal t h . By phy.sically 
destroying the productive forces the wa r enabl ed the a.ccumul ation 
of capital to proceed from a l ower organic compos ition, and with 
the rate of prof i t -thus r aised , accumulation proceeded apace from 
a more concentrat ed and centralised base . · 

But reconstruction has its l imits and once again the rise in the 
organic compos ition of capital brings back the crisis, though not 
in the fo rm of the ninet eenth century business slump. 

"The business- cycl e as an instrument of accumul ation 
had appar ently come to an end ; or rather, the business
cycle became a 11 cycl e" of world wa r s •.• Wars ar e not 
unique to capit al ism; but the objectives for which 
capitalist wars a re fought are . Aside from a l l 
imaginary reasons, the main objective, made pat ent by 
t he polici es of t he victorious powers , is the destruc
tio'n of the competitor nation or bloc of nations . In 
its results, then, war is a form of international 
competition . It is not so much a question of compet
it ion by"extra-economic" means · as an unma sking of 
economic competition for a bloody and primitive st ruggl e 
between men and m@n." ( 2.) . . 

This explains ·why the method of r egenerating accumul a t ion under 
decadent capital ism has been inseperabl y linke~ to t he growth in 
the production of the means of destruction. The tabl e over l eaf 
merely indicates the growth of arms expenditure i n Brita in and the 

( 1) Clougq ·and Cole op. cit . p. 851 
(2) Mat tick op. cit . p.1 35 
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Year 

1913 
1923 
1933 
1938 
1948 
1953 
1958 
1960 
1965 
1969 

PUBLIC EXPENDITURE, U. K. and U. S. A. 1913-1969 

Military 
expenditure as 
percentage of GNP 
U. K. U. S~A. 

3. 0 
4. 7 
3. 8 
4. 9 
7. 4 
8. 9 
6.4 
6. 2 
5. 8 
5.3 

1.5 
8.0 

13. 2 
1o. 1 
9.0 
7. 5 
9.0 

All state 
expenditure as. 
percentage of GNP 
U. K. U. S. A. 

13. 5 
27.5 
30.0 
31 . 2 
37 . 0 
35.0 
31 . 5 
32 . 5 
34. 0 
39.0 

10.5 
11 . 0 
16. 5 
19. 5 
24.0 
27 .5 
29. 0 
28. 0 
28. 5 
32. 0 

Capital formation of public corporations and government l oans and 
grants to industry add another 8 per cent to the U. K. figure of 
s~at e expenditure in 1969 (6 per cent in 1967) 

Sour ce : M. Barratt Brown "The Economics of Imperialism" p. 216 

U. S. A., but by 1962 £43 ,000 million was be i ng spent annually on 
military budgets and arms expenditure "corresponded to about one 
half of gross capital f ormation throughout the world" . ( 1) Arms 
production is waste production in that it does not lead to the 
product i on of new value for tota l social capital . True , one 
national capital can ease its economi c probl ems by selling arms 
to another, but the money used in the t ransaction r epresent s the 
crystallized form of value produced by the l abour of the purch
asing country' s workers. And what cen it produce with the arms 
once it has got them? Given that a sophisticated nucl ear 
weaponry is not purchased for hunting, it can only be used for 
the purposes of destr,uction ; that is, arms production destroys 
value rather than l eads to its creation. Hence this "counter 
tendency" to the fall ing rate of profit i s no solution for 
global capital and in the end can result only in a further crisis, 
which, under decadent capitalism, ultimately means wa r . 

We have already outline the main features of capitalist i mperial
ism in the l ate nineteenth century and early ninet eenth century. 
Capitalist competition is now between nation states rather than 
individual firms . But , wher eas und er ascendant capi ta l ism it was 
possible for individual firms to grow through a purely economic 
competitive struggle, in the age of imperialism t he centra.lis-

(1) Kidron "West ern Capitalism Since the War" p. 49 
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ation of the economy at the level of the nation state has taken 
this process to its ultimate limits under capitalism. Imperialism 
is the internecine struggle of each capitalist state-. to carve up 
as much of the globe as possible, whether as sources of raw 
materials, investments, markets, or as a strategic base from which_ . 
to better secure these benefits . Imperialist competition has in 
its armoury al l the tactics of dipl omacy, trade wars and favoured 
nation agreements, but ult i matel y these only have meaning when 
backed with sheer force of arms . Since the crisis of decadent 
capitalism has its. ultimate expression in inter-imperialist war, 
it is therefore understandable why capitalists. prefer "guns, not 
butter", armaments expenditure rather than social benefits like . 
education and housing, as the particular form of waste production. (1) 

Since 1914 imperial ist wa r has stretched in an almost unbroken 
chain, though the most striking example obviously remains World 
War Two, which followed a period of massive expenditure on arms to 
prevent a renewal of the crisis of the early '30's. In three of 
the least mil itaristic states, Britain, France and the u. s;s.R., 
arms expenditure rose by 141..%, 14~, and 103% respectively between 
1937 and 1939 . (2) \Vhilst the First World War completed the dest
ruction of British capitalism as the most dominant world imper
ialism, the Second World War clearly established the U. S. A. as the 
leading capitalist state in the world, though faced with an 
increasingly dangerous rival in a U. S. S. R. which had seized much 
of the industry and t erritory in E~stern Europe in · order to fund 
its own post-war r econstruction. The history of the post-war 
world has been one in which both major imperialisms have attempted 
to gain greater control of the globe in an attempt to. offset the 
decline in the rate of profit through an influx of · a mass of 
profits from abroad. Hence the Korean War, the War in Vietnam, 
the Cuban crisis, and the various Middle East crises, have all 
shattered the uneasy "peace" of decadent capitalism and stand 
very much in r el ation to a possible third World Wa r as did the 
Bosnian Crisis or the Morroccan Crisis to the First World War. 

Imperia lism is the product of a wor ld market domina t ed by a f ew 
advanced capitals of a high organic composition. Consequently 
this means the impossibility of a 'new ' "developing" "Third World" 
state independently breaking onto t he world market. &ince the 
Second World War the gap between the leading i mperia list powers 
and the 11developing 11 countries has wid ened,. In 1952- 54 U. S. per 
capita output was %1870 , to India's %60 and Egypt's %120. In 1969 
these figures were , %4,24.0 for the U. 3. \. , %11 0 for India and %160 
for Egypt . (3) Bourgeois economists a r e incapa ble of under-

(1) Despite the r ealisation by at least a section of the world 
bourgeoisie of the obvi ous poli ti cal advantages to be gained by 
keeping the workers ha ppy. 
(2) Figures from Clough and Cole op. cit. p. 818 
(3) "Key Issues in Applied Economics, 1947-1 997" Economist 
Intelligence Unit. 



standing the failure of countries with l arge populations and no 
lack of resources to break· onto the world market (or in their 
terms, "take off") . 

The impossibility of development in the "Third Worl?", a~ w~ have 
said cannot be divorced from the interests of the imper1al1st 
powe~s . Having failed to extract enough' surplus value from their 
own labour force , the imperialist powers must attempt to extract 
surplus value from the underdeveloped regions, but by doing so 
they prevent that surplus from funding accumulation in the under
devel oped countries and thus further destroy the basis of r eprod- · 
uction of capital in those areas. Thus, the imperialists are 
faced with a dilemma : 

"To keep on exploiting the backward areas will sl owly 
destroy their exploitability. But not to exploit them 
means to reduce even further the already insufficient 
profitability of capital . " ( 1) 

"Aid" as an attempt by the advanced states to try and alter this 
situation has merely exacerbated it, given the dominance of . the 
law of value . No 11aid" is given unconditionally and , since it is 
capital, it therefore functions as capital, i . e. it is lent on the 
merits of its expected returns in terms of profits and interest. 
One cal cul ation has r eckoned that after payment of interest and 
debts on pr~vious aid, all Latin American countries (excluding 
Cuba) mad e a net loss of $883 million in 1965.(2) Cuba has been 
favoured mor~ than any country in the world that is dependent upon 
imperialism . as the recipient of $3 ,000 million in"aid" from the 
U.S. S. R. De.spite receiving better t erms, Cuba ' s economy contihues 
to stagnate . -.Because the U. S. S. R. is the wee.ker of the major 
jmperialisms, it offers lower int erest, longer term loans to under
cL:t its competitor in the "aid" market . There is nothing 
munificent in this , as Cuban and other workers whose surplus value 
is used to pay :off the interest ou their countries' debts already 
know . 

The most telling reason, however, for the fai l ure of any under
developed economy in the t wentieth century to establish a firm 
industrial base is the domination of the world market by capitals 
of a high organic composition. As we expl ained earlier, · because 
competition forces each ·capital to sell at roughl y equivalent 
prices, there is a. consta~t drain of value from capitals with a 
low organic composition to those with a high composition . Further, 
because profit rates have a tendency to equalisation, those states 
with a low organic composition of capital find tha t they do not 
have a sufficient mass of profits to fund renewed accumulation. 

(1) Mattick op~ ·cit . . p. 262 
(2) T. Hayter "Aid as Imperialism" p. 174 

.. 
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As Rosa Luxemburg saw quite clearly in her "Socia l Reform 
or Revolution", 

It is the threat of the constant fall in the rate of 
profit, resulting not from the contradiction between 
production and exchange, but from the growth ·af the 
productivity of l abour itself ••• (which) has the 
extremely dangerous tendency of rendering i mpossible 
any new enterprise for small and middle sized capital&. 
It thus limits the new formation, and therefore the 
ext ension of placements of capital." (1) 
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Thus, it is not surprising that underdeveloped countries have 
fallen heavily into .debt in an attempt to bbrrow the capital ·which 
they cannot produce, so that, · . 

"The external public debt of the developing countries 
rose by about ·14~ p.a . in the 1960's . In June 1968 
the re.corded debt stood at %47 .5 billion. " (2) 

Some have seen the rise of state capitalist regimes in the l ess 
developed states as a possible solution to the problems of the 
chronic effect of the insufficiency of surpl us value production in 
these areas.(3) However, the rise of state capitalism in such 
places as Cuba and the much- vaunted Ch1na represents, not a 
solution to the problem, but a further .. indication of its exist
ence. "Foreign capital" having failed, local bourgeoisies 
attempt .. to harness the centrglising power of the state to con
centrate sufficient surplus value for accumulation .. Hence, they 
hope to achieve "national liberation" 'from i'mperialist domination . 
But this is an impossible ·chimera under decadent capitalism. 
Cuba, we have already mentioned . China, however, has a l arge 
population and l arge resources, it has developed an atomic bomb 
and launched a satellite, but · even Sinophil es recognise that: 

"In spite of exceptional advances, China is still far · 
from a decisive economic take- off ~ •• The supply of .: 
grain per head of population rema tns ~he same now as 
that which statistical calculations show obtained in 
the '·belle epoque ' of the -Kuomintang • • • " (4) .. 

The law of value operates here just as ·any-Where else . Not even 
the centralisation of a planned economy can direct · enough· surplus 
value into the independent devel opment of capitalism. The recent 
rapprochement of China to the U.S.A. i ndicates the failure of 
any autonomous development in China after the break with the · 

(1) R. Looker (e9.) "Political Writings of Rosa Luxemburg" p. 69 
Though elsewhere in her analysis Luxemburg abandons value theory. 
(2) "Partners in Development" (Pearson Report)(Pall Mall. Eress)p. 72 
(3) Including Mattick,who , despite his erudit i on,fails to fully bom
prehend the law . of value and has no concept of decadence.Thus he 
sees state cap~tal~3m as progressive . See R.P. No . 1 
(4) G. Padoul"China,1974" in New Left Review No . 89 p. 74&76 
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U . s~s.R. in the mid-1960's . 

Conclusion. 
Having created the world ma rket on the rn sis of ,competing 

states, capitalism has been unable to go any furthe~ •. The law of 
value, which impelled it forward through t he competitive urge to 
maximise profitability in the nineteenth century, now act~ as a 
brake on its outward extension. It is not simply a question of 
lack of markets . In a world whe re two thirds of humanity i s . 
without the basic necessities of life it is clear that there is 
a demand for many· commodities. But capitalism is not a system 
which prod~~e~ for needs, and,as tbe needs of the underdevel oped 
states will not guarantee an increase in the amount of value at 
the disposal of capitalism, this 'demand' goes .unheeded_ by ?ap
italism. The law. of value is thus now the basis of capitalist 
stagna.tioh ana·· ti1t1mately the basis of its collapse. 

: l-.. .... 

Internationally the new crisis was heralded by the collapse of the 
Bretton Woods agreement (itself a dollar substitute for the old 
gold standard)~ with Nixon's floating of the dollar in 1967 to 
improve the U.S. balRnce of payments . This signified the break
down of the i nt. ernat ional 'co-operat ion' of al most a quarter of a 
century. The present crisis of world capitalism which developed 
in the late 1960 ' s was preceded by a dramatic decline in the rate 
of profit .. In Britain, for instance, the rate of profit fel l 
from 12;5 in 1960jto ,8.1 in 1968, down to 5. 8 in 1970. (1) 

Con?omi ~antly, it has become evident that the devel opment of state 
capitalism has not sol ved the basic contrad ictions of value prod
uction, either in the 'mixed ' economies, or the fully state 
ca pi t!=J.list economi es , (as the attempt to directly increase the 
rate of exploitation in Poland in December, 1970 showed) . 
Gradual inflation, which was welcomed by the Keynesians because 
it initially created the cl imate for investment and apparent 
growth, _has changed to hyper-inflation, a deterrent to future 
investment and making for a drastic reduction i n the standard of 
living. The fol lowing table shows the rate of price increases in 
Britain since 1965. 

INDEX OF Pi.ETAIL PRICES 
Year 

(January figures.) 
1965 109. 5 
1966 114. 3 
1967 11 8. 5 
1968 121. 6 

Year 
(January figures) 

1971 . 147 .o 
1972 159.0 
1973 171.3 
1974 191.8 
1975 228. 0 

Source: · Signal Vol.LIV No . 2 p. 2 
·' :. . 

(1) Figures from A. Glyn & B. Sutoliffe "British Capitalism, 
Workers ar:d the Profits Squeeze" p.248 - though we do not endorse 
t he "marx1sm" of these B.cademic "New Leftists". 

~ ., ·. 
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The fall in investment has led to a rise in unemployment and in 
those ?Oun~ries whi:ch. have a tt~mpt ed to decrease inf la ti on by a 
reduction 1n government spending there is even higher unemploy-

.. m.ent (e .g . U. S. A. 8 . 6~ or Belgium 6 .2~ ). In the West the debate 
~-! be-tween the monetarists who wish to cut all spending by govern
ments and the Keynes ians (who think more state capitalism is the 
answer) only shows the confusion reigning in bourgeois circles 
and the failure of their traditional methods for ensuring relat
ively stable accumulation . 

In Britain, some, like Wedgwood- Benn a.nd the' various strands of 
le!tists, call for more state capitalist measures (i . e. national
isations and the setting up· of the National Enterprise Board to 
control investment, and protectionism); whilst others, like . 
Sir Keith Joseph and Enoch Powell, demand a return to laissez
faire capitalism, with its concomitant large pool of unemployed • 
Either way, the workers will be asked to pay, either by accepting 
a cut in living standa rds (e . g. the Social Contract or other wage 
freeze manoeuvres) or by massive unemployment which also depresses 
the wages of thos e in work;_ · 

This is one solution for capit 91. Faced with a situation where 
the rate of profit has fallen to such an ext ent that it is in
sufficient to ·fund renewed accumulation, capital, in its desperate 
attempts to increase surplus value, must begin by attacking the 
real wages of the proletariat more and more (i . e. absolutely 
increase the rate of exploitation) on an internationa l scale. If 
the world working class f ai ls to resist capital's attacks and 
fails to destroy its mode of production so that goods can be 
produced for the direct satisfaction of human needs, then the 
alternative for humanity is stark. Already the cosy co-operation 
of the international monetary system set up at Bretton Woods has 
collapsed . ·The crisis can only convert imperialist manoeuvrings 
in such places as the Middle East into a life and death struggle 
for survival of individual national capitals . The ulti~ate 
solution for each imperialist power is therefore the destruction 
of its rivals in one l ast armageddon . Capitalist decadence thus 
offers us the same alternative as that posed in the Communist 
Manifesto, either 

"a r evolutionarJr reconstitution of society at l a rge or 
-the common ruin of the cont ending class·es." 

Socialism or barbarism. There is no third road. 

J . N. 
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APPBNDIX I 

Measuring the Composition of Capital and the Falling Rate of Profit 

Since the composition of capital ~s a.value and not a price 
relation-, it is impossible to mea~ure it direct~y; we can only 
approach it as it is 'reflected ' in other relations. 

On the one- hand we have the relatio.n o.f the output ?f the ~rod-,
ucer goods ·ind ust.ries to that of the consumer goods i ndustries, i . e. 
t hat of Dept.1 to Dept .2. S_ince· the bulk of the output of Dep~ . 1 
is to function as constant capital (c) ~n a .renewed cycl~,.a rise 
in the ratio of the Depts·. reflects a rise in t he composition of 
capital. . In add ition we should r emember that Dept .2 includes both 
capitalists' ·consumption and luxury production (including waste) 
which are not .included in the composition of capital , and thus the 
relationship of the Depts . gives a low estimate of our ratio 
( i.e . c/v) On the other hand , we have the t echnical composi t ion 
of capital (i . e . capital/man). Obviously the amount of machinery, 
raw mat erials .manipulat ed by a worker reflects the composition of 
capital and an increase in the t echni ca l composit i on refl ects an 
i nc rease in the organic composition of capita l . He re , since the 
ratio does not include capitalist consumption and l uxury prod
uction, one difficulty from the previous CTethod is eliminated. 
But to turn. this t echnical composition i nt o an organic composition, 
'.Ve woul d need to know a) t he · ave rage r epl acement time of constant 
capital, and b) the average wage rates for a worker in that 
industry for a year. Thus, with a capital /man average of £20 ,000 , 
a replacement time of 5 years, and an average wage of £2,000 , a 
rough estimate of the composition of capital ~ould be 20,000 i . e. 

2 ,000x5 · 
2. 00 . To both ·the estimations above we must add the warning that 
they are price, not val ue relations , and that, as explained in the 
text, as c~pital develops , t he more P=V only at the l evel of t~e. 
whole economy. But this fact can be built into our estimations, 
since , in general, Dept .1 production is selling above, and Dept . 2 
production below,- its value . Ther efore both our methods of 
estimation t end to inflate the actual composition of c~pital . But 
what is important is not whether this is · 2.00 or 1.95 at any 
precise moment; what i s vital, is the. general historical tendency 
of c/v to rise , which, however imperfe ctly, is reflected in both 
t he te chni cal composition of capital a nd in th e ra tio of the t wo 
Departments of production. 

Measuring t he 'real ' rat e of profit i s simil arly difficult; 
all categories in bourgeois economics a re reflected i n pri ce, not 
value t erms and the conversion of prices i nto va l ues would present 
enormous difficulties, though it is not i mpossi bl e . (1) 

(1) For instance, L.von Bortki ewi cz's "On t he Correction of Marx's 
Fundamental Theoretical Construction in the Third Volume of Gapital" 

• 
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- Even-in the way a· firrri .~presents its pro.fits· there are problems. 
Usually this is given as profit(s) on sales (c+v+s), which gives 
a lower estimation than the Marxian formula of s/c+v, but this can 
·be rectified simply by subtraction of profits from sales, . and the 
real rate of profit (in price terms) calculated. - But .. we are 

-- - mainly interestea- in the rate of profit on social capital, and 
this can be estimated -by adding ail industrial and agricultural 
profits to those of transport and building (all before tax), and 
dividing this by the total turnover minus this mass of profit . 
'pro"fi ts' of arms production, banking, luxury production, ... etc .. , 
are excluded, since wha t is unproductive labnur for total social 
capital creates rio new value and hence no surplus value. 

On measuring the rate of profit under inflation, we must remember 
that a rate of devaluation of money of 20% per year means, t hat 
unless the mass of profit actually rises by 20% i t has in real 

_ terms fallen, or to put it another way, if sales and profits in 
one year of a cycle are the same as in the previous year for 
capital x in money terms, then in value t erms, i . e . in reality, 
production would have fallen by one- fifth! 

_ Also, in times of cris is, capitalists step up the volume of 
output to compensate for a low rat e of profit with a higher mass 
of profit (this is usually funded by borrowing from the banks, 
and the realisation problem is postponed by expanding cred~t to· 
consumers) . Let us follow our hypothet ical capitalist. 

Year 1 Sales (c+v+s) £11 million Rate of ( s ) = 10';1-
( c+v) 

Profit(s) £1 million profit . ·--
Year 2 Sales £1 6~ million Rat e- of -T s ) = 8i~ 

-· Profit -·-- £1-k million profit (c+v ) 

But this is at constant prices; inflation would have boosted the 
money profits to (£1i million x 6/5), i . e. £1i millions. To his 
rapt shareholders the capitalist would have r eported, "Record 
profits; up 50% on l ast year !" But here again, v~lue .. theo-ry ·is · · 
the rock on which all empiricist euphoria crumbles . We can see 
t hat the capitalist is facing a declining rate of profi t and 
increasing liquidity probl~ms , due to borrouing f rom the banks 
and .. slackening his ·own extension of credit . We sugge.st- invoot .... · 
ment elsewhere! 

- -· - ... 
-------

- ... --
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"In order that. accumulation may be possible, the surplus value 
must be divided into three part s ; one to be i nvested in addit ional 
constant .capital, one in additional variabl e capital , and the 
remaind er to be consumed' by the capitalist class as individuals . 
During the rise of capitalism, variable capital gr ows as well. as 
constant capital, onl y more slowly. We begin, i n our tabl e 
(below), with an organic composition of 2 :1. The constant capital 
grows ' at a yearly rate of 1 0~, . the variable at 5~ . The rate of 
surplus value r emains 100?:·. (Constant capi tal we call C, varia ble · 
V. The consumption fund of the capit alists is R. AC is surpl us 
value avail abl e for accumul at ion of constant capital; AV for 
variabl e . The value of t he yearly produc4 we call VYP; the per
centage of surplus va lue consumed by the capitalists we call R~ ; 
the rate for accumulation A? , t he rat e of profit is P%) 

We see how i n this table accumulation increases inspite of a 
falling rat e of profit . Accumul ation pays for the capitalists , 
for while their revenue becomes small er rel at i ve to the surplus 
value as a whol e, it i ncreases absolutely. During the first year 
the capitalists command 75 ,000 as revenue (R) ; during the fourth 
year,83,374. This table is a fi ction that should in no wise he 
mistaken for reality. ~ progressi ve l y higher organic composition 
accompanied by a constant rate of exploitation is an i mpossibility, 
nay an absurd ity. The table is only meant to i llustrate the 
tendency of accumul ation with no disturbi ng and complicating 
tend encies . Even with a constant rate of surplus value, accumul
ation can t ake place so much faster with an increased rate of 
exploitation. This tabl e al so reflects accumulation only in its 
val ue form, not expressed in the quantity of use val ues; to 
express it thus, woul d cause many modifications . The devaluation 
of capital necessarily connect ed with accumul ation here has been 
disregarded . 

If we, like Henryk Grossman , ext end t his table to the 35th year , 
we shall be abl e t o show if not a ctual capital a ccumul ation , at 
l east i t s:"inner l aw" . But to arrive at capit alist real ity, we 
must in addition t o basing oursel ves on the inner l aw of capi t al
ist accumul ation, also take into account the elements disregarded 
in the ill ust rating tabl e . It must be borne in mind ,however, that 
the el ements di sregarded in the t abl e only determine the tempo of 
t he process of accumulat ion, eithe r hast ening it or slowing it 
down; but in either case the process remains essent ia lly the same. 
Let us follow t he table : 

The t abl e shows that the s8me forces which at firs t made the rise 
of capitalism possible at a certa in phase of accumul at i on l ead to 
over-accumul ation and its consequences . The constant capital that 
in t he first year •. • was 50~ of the year ' s production, demands in 
the 35th yea r •• • 82 . 9%. The revenue (R) that until t he 20th year 
only increased re l ative to the total mass of surplus value as 
shown by (Rf ) f rom then on decreases absol ut el y. In the 35th year 
it disappears compl etely. It is only after the 20th yea r t hat t he 
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fall in the rate of profit is first felt as an absol ute fall in 
that part of the mass of profit which ·the capitalist class had at 
its disposal for its own private consumption. Unti~ the 20th 
year, accumul ation was a paying proposition as measured by the 
returns. From the 21st year, these returns dwindle down to a 
vanishing point. Besides .that,from the assumption made that the 
additional variable capital increases yearl y 57~ , A.V ha:::; a deficit. 
Instead of t he needed 26,265 in t he 35th year, only 1i,756 is 
avail abl e, l eaving a deficit of 11~509 . This deficit would rep
resent the industrial r eserve army as the inevitable outcome of 
the capit alist process of accumulatton. The capital accumul~ted 
in the 35th year can't function compl etel y. Because 11 ,509 
workers cannot be empl oyed, the whol e add itional constant capital 
(AC: 51 0, 563) cannot be reinvested . On the basis of our assump
tion, a population of 551, 548 in the 36th year would requi re a 
constant capital of 5,616,200; consequentl y by .a population of 
540,075 bnl y 5,499,015 constant capital could be invested . There 
is a capital · surplus of 11 7, 185 that cannot be used . Insuffi cient : 
capital "utilization" has l ed to over-accumula tion. We have a 
surplus of capital unable to expand and unusable surplus pop
ul ation •••• Thus, i ncreasing "utilization" of capital ·is the 
chi ef cause of capital accumulat ion, and the l ack of a sufficient 
11 utilization1' of capital the cause of crisis . 
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APPilID!X III 

Table One 

REAL ·,.AGES IlffiEX 
(Cyclical averages: 1900 = 100 for Unit ed Kingdom and Germany; 

1895 = 100 -for Franc.e) 

Cycle Uniteda Cycle Germany b Cycle France 
·i Kingdom 

1820-26 43 1830-39 78 1820- 29 79 
1827-32 42 1840-49 71 1830-39 79 
1833-42 49 1844-52 72 1840-49 78 
1843-49 52 1852-59 63 1850- 51 79 
1849-58 57 1860-67 74 1852-58 68 
1859-68 63 1868-78 78 1859-68 82 
1869-79 74 1879-86 84 1868- 78 83 
1880-86 80 1887-94 92 1879- 86 90 
1887- 95 91 1894-1 902 97 1887- 95 98 
1895-1903 99 1903-09 98 1895-1 903 107 
1904-08 95 1909-14 96 1903-08 114 
1909-14 93 1924-35 77 1909- 14 114 
1924-32 93 1922-35 105 

a Takes into account unemployment from 1850-1935; social insur
ance payments for 1912-32, and unemployment-insurance payments 
and benefits for 1924-32. 
b Decennial and not cyclical averages. Takes into account for 
the period 1887-1 935 wage losses from unemployment, illness , 
taxes, insurance benefits. For 1903-1 935 takes into account 
trade union dues . 
Source : Clough and Cole op.cit. p.676, t aken from J.Kuczynski 
"Labour Conditions in Western Europe , 1820-1935" 

Table Two 

THE ORGfiNIC COMPOSITION OF CAPITAL DT THE U. S. ~ONOMY 
Year Composi tion Year Composition 
1905 3.1 6 1935 4.92 
191 O_ 3. 18 1940 4. 09 
1915 3.51 1945 2. 64 
1920 3.65 1950 3.45 
1925 3.95 1955 ~ 3.64 
1930 4.47 1960 4.20 
Source: The Law of the Falling Tendency of the Rate of Profit 
S. M. Madge, Columbia Univ.Ph.a. in New Left Review No . 84 p.72 
The extremely high composition for 1930 and 1935 is due to the 
distorting effects of under-utilised capital during the depression 
years . Note also the extremely low composition in 1945, vividly 
indicating that the post-war boom was predicated by a mass of 
capital devalued by the war. 
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The capitali~t mode of ·production from the beginning of the 
t wenti eth century moveq from its progressive into its decadent 
phase . During its ··ascendant phase it had been possible for the 
working cl ass .to organise for substantial economic and political 
::ceforms and thus the class organised · itself into political part ies 
and trade uniQ.ns., Through these organisations it could express 
both its short term economic and political demands and a~so-·_,d. ts :~ 
longer term h~storical interests. In- short , it was poss1ble 1 for 
the 'minimum.' · and · ' maximum' programmes to coexist .and for re_vol
utioriaries to work within t he essentia lly reformist organisations 
of the working class . But with the movement into capitalist 
decadence, the possibility of the working class gaining any further 
subst.antial reforms was called into question, and with it the 
natur~ of parl iamentary and . trade union organisation in the new 
period . This. new phase of capitalism wa s characterised by . 
imperialism, crisis and war; it is the phase in which t he cap1t 
&list mode of produqtion has become a barrier to the development 
of the f6]'6e-s ::of- production, hence positing the possibil ity of 
proletari~n revolution. 

Because of this, t hose communists with the c~earest notion of 
sapital ist decadence applied a historical critique to the workers · 
movement ,,, that is, they viewed the nature of the class's organis
a: ions in the light of the period in which they existed . Trade 
unions ano Socia l Democracy were seen as positive attempts by the 
working cl ass to defend it self withi n the period of capitalist 
ascendance, but,with the opening of the era of proletari an revol
ution, these organisations bec~me a barrier to such a revolution 
and had therefore to be abandoned and new organisations built . In 
this manner the left communists of 1914.- 21 ·attempted to programm- . 
atically represent _: the new possibilities and the new situation in 
·.-1hich the Working class found itself. The K. A. P. D. 's Theses on the 
Role of the Party in the Proletarian Revolution of July,1 921 is one 
of the highest expressions of communist coherence from the revol
utionary wave which followed the end of World Wa r One . 

For us t he K. A, P. D. was the most coherent com11iur1~st group of the 
revol utiqna,ri\¥av.e, but,having .said this, it must be recognised .. 
-~r..a t such~"cohereiice was the product of a proce,ss of r efl ect i on x 
and cl a rification . . Just as we don 't make a fetish of the exact · · ~.:. 
da t~ of .. th_e onset of decadence, equally vie r ecognise that the . 
a ch1eve~ent of communist · coherence is a process . Coherence i-s ; , . 
born out of the a ctua1 · struggle of the working cl a ss . and the -'.. 1 

• 

s ituation in which the struggle occurs . Thus, R·osa Luxembur g , in 
0oming to terms with capita l ist decadence , rea ssert ed t he 
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hi~t?ric.al necessity ?f.socialism, ~he inevitabil ity of capitalist 
crisis and the recognition that capital ism as a mode of production 
had com~ into conflict with. the progressive devel opment of the 
productive.fo:ces .. Luxemburg fought against al l attempts to 
reduce socialism either to a moral imperat ive or the resul t of a 
gradual series of reforms. For her revol ut ion was as inevitabl e 
as c.api talist cr ises . She continued her st ruggl e wit hi n Social 
Democracy up t o the 1st Worl d War, anal ysing t he cl ass struggl e 
and t he concr et e movement of capital ism, under st and i ng that 
imperial ism, crises and war were the characteristics of the new 
period . But thi s working within Social Democracy was brought 
sharpl y into question by the outbreak of war and the subsequent 
support given to it by most of the parties in the 2nd International 
and by the trade unions. 

With the outbreak of the war, Social Democracy, in Luxemburgis 
words, "wiped itself out" as a party of the work_ing class by each 
section's support of its own national bourgeoisi? . Notabl e revol
utionary exceptions to this policy of support for imperialist war 
were the Bolsheviks, the Dutch Tribunists and communists in 
Germany around Luxemburg and Otto Ruhl e. These revolutionary 
groups found themselves in the position of having to reassess both 
the historical period of capitalism and the cl ass nature of soci al 
democracy. In 1915, Luxemburg argued in the Junius Pamphlet that 
social democracy had capitulated to bourgeois policies and was 
wholly without a communist conception of the nature of the war and 
and the relevant revolutionary programme. She saw that socialism 
was both an historical necessity and an objective possibility, 

"Our necessity r eceives its justification with the 
moment when the capitalist cl ass ceases to be the 
bearer of historic progress, when it becomes a hindrance, 
a danger to the future devel opment of society. That 
capitalism has r eached this stage the present world war 
has reveal ed . " ( 1 ) 

This historical l y critical approach was to provi de the backbone 
to the analysis and programme of the German l eft communists during 
t he post- war revol utionary wave . 

The movement in Germa.ny towards forming a revol utionary organis
ation totally distinct from social democracy began to take shape 
about 1916 with the formation of the Spartaki st group and the 
International Communists (I.K.D.) in Bremen.· But these r evol
utionary groups did not come together to form a larger organisation. 
I t was with the movement of the cl8ss i n 1917 in Russia and 1918 

(1) Junius Pamphlet Me rlin Press p.130 



66 

in Germany that the communists grouped in the I. K. D. and the · 
Spartakists we re compelled to form a party. They came together in 
December, 1918 to form the Communist Party of Germany (K.P.D.) 
But from the start there was internal dissension. In response to 
a call by the I. K. D. ,_ the day before the formation of the K. P. D. , 
the party voted in favour o.f anti- parliamentarian tactics. The 

K.P.D. thus appeared to hold that working within parliament in the 
era of proletarian · revol ution was impossible . But this was not 
the case, the party was split over tactics vis-a-vis parliament. 
On the one side the I.K.D. called for abstehti_on from parliament 
and on the other there were those who held that parliament could 
be used as a revolutionary forum. Luxemburg, for the Spartakists, 
favoured the latter position. 

This dissension within the pa rty was further compounded by diff
erences over trade unions. One f Bction argued that trade unions 
still represent ed the · class, while the other argued th~t trade 
unions must be aband onea with social democracy, as neither in any 
way r epresent ea t.he workiag class's interests. This festering sore 
within the party finally erupt ed at the confe rence in Heidelberg in 
1919. There, ·Paul Levi, l eading the f action which supported work
ing within trade unions and parliament, presented theses which, if 
acc~pted by the party, would automatically exclud e those who were 
anti-trade union and anti- parliamentarian. In the event the theses 
we r e adopt~d 31 votes to 18. Thus the l eft wing of the K.P.D. was 
expelled . But , despite the fact that at the confer ence the l eft 
could not command a majority of the delegates, it did within the 
party as a whole . Out of the 80,000 K. P.D. members at the time of 
Levi's "Theses" , 50,000 were expelled on their acceptance. At 
f irst the expelled elements did not form a separate organisation 
in opposition to the K.P.D. , but attempted to struggle against the 
leadership. It wasn't until 1920 , under the impact of events 
within Germany, that a new organisation was brought into being, the 
Communist Workers Party of Germany (K.A.P.D.) 

The K.A.P.D. immediatel y allied it self to the 3rd International, 
but opposed its recognition of the K. P.D. as the communist party 
of Germany, nolding that the K.P.D. was "politically and morally 
bankrupt 11

• At first the International ass igned a special status 
to the K. A. P. D. , allowing it to participate in the work of the 
International. But increasingly, as a r esult of the growth of 
reaction in Europe and the defeats t he working class were suffering, 
the policy of the International towards left communists changed. 
Through 1920 efforts were m~de to remove l efts from positions of 
im~o~tance withi~ the Interna.tional, e .g. the closing of the 
Amsterdam Bureau. The l efts were also systematically attacked by 
Lenin in his work Left Wing Communism, published June, 1920, and 
finally, the "21 theses" adopted by t he Comintern in 1920 can be 
seen as the culmination of this onslaught. All these actions 
we~e attempts to undermine t he positions held by the left comm
unists . The attacks were met head on by t wo of the most prominent 
members of the K.A.P.D., Herman Gorter in his Reply to Lenin and 
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Anton Pannekoek in WorlD Revolution and Communist Tactics. 

Parallel to the formation of the K.A. P.D. was the formation of the 
General Workers Union of Germany (A. A. . U.D.) This organisation 
was a result of the unification of the factory councils which had 
been developed by the working class in their revolutionary 
struggle . The A.A.U.D. was not a trade union, but was a product 
of th e revolutionary struggle of the working class in the epoch 
of communist revolution, hence the K.A.P.D . was able to relate 
directly to it, recognising that" ... council s (soviets) are the 
historically det ermined , all-embraci ng form of proletarian power 
and administration." (Thesis 6). But this relationship to the 
A.A.U.D~-- was to lead to a split within the K.A.P.D. One faction , 
led by Otto Ruhle, a rgued that there was no need for a separate 
political organisa_tion, that is, no need for the K.A.P.D. All 
that was required were the factory organisations . For Ruhle all 
political parties were bourgeois and would always be essentially 
opposed to t_he int0rests of the proletariat. 

"The party, of bourgeois ext ract ion, is a bourgeois 
organism : such organisms are characte ris ed by centralism" ( 1) 

This anti- party faction broke from the K.A.P.D. and formed the 
Einheitlern (A. A.U.D.-E. ), accusing the K.A.P.D. of substitut
ionism and of being an anti- parliamentarian K.P.D. Despite this, 
the K.A.P.D. held firm to the necessity of a coherent central 
organisation of the prol etariat. 

"The historically determined form of organisation, 
which groups together the mos t conscious and prepared 
proletarian fighters, is t he Party. " (Thesis 7) 

The debate over the necessity of having a party was an indication 
of the onset of the count er-revolution. With the downturn of the 
revolutionary struggle in 1921 , the German left communists 
inevitably degenerated : the K.A.P.D. into voluntarism, advocating 
individual terrorism; the A.A.U.D. - E. into a councilism which 
denied the role of the party and called on formalistic guarantees 
against substitutionism; failing to recognise that the r evolution
ary consciousness of the working class is the only guarantee 
against a political group substituting itself for the class. 
Voluntarism and councilism were desperate attempts by dedicated 
communists to maintain revolutionary positions in the face of the 
counter- r evolution. The defeat of the class was necessarily 
reflected in the programme and pract ices of the l eft communists. 
By the 1930 's the lefts existed only as small groups who attempted 
to defend communist positions in the depth of capitalist 

(1) From The Basic Issue of Organisation, reprinted in Workers 
Voice No.12 
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r eact ion, the most notable being Living Marxism in t he U.S.A. 

Wnat were the strengths of the l eft communists in ge~eral and the 
K.A.P.D. in particular, and why do we see them as being the . 
highest expression of the revolutionary st~uggle of 19'.7- 2'.? First, 
fol l owing Luxemburg, they adhered to the view that capitalism was 
a decadent mode of production and that the new era was that of the 
prol etarian revolution. From this fundamental prem~se th~y · 
historically appraised t hose organisations and t act i cs which the 
working class had developed in the age of capitalist ascendance . 

11Now is t he time to ask : to which t asks and objectives 
did the parties and trade unions l end great meaning in 
the pre- revolutionary epoch? Do these circums tances still 
exist, and can the part i es and trades unions stand up to 
t he requirements of the futur e? Or rather, do new 
ob jectives for t he class struggle require organisations 
appropriate to these new tasks? If yes, which kind of 
organi sations are now the organisations of the revol 
utionary and social ist epoch?" ( 1 ) 

Cn the quest i on of trade unions and parliament the ~.A.. U. D. -E. and 
~he K.A . P.D. were in agreement . In the period i n which the · 
~ap:talist mode of production wa.s historically progressive the 
i:orking class could gain substantial reforms 8 nd organised accord
ingly. T~e cl~ss developed trade unions which furthered its 
) Osition within capitalism~ as Ruhle said for the A. A.U. D. - E., 

i:wc can never seriously think of denying the great value 
the trade unions have had for the prol etariat as a means 
of struggle in defence of the worke rs interests . " (2) 

But under decadence the trade unions are no longer organs of the 
wor~dng cl ass, just as capitalism is no longer a prog r essive mode 
of production. Again Ruhle, 

11 The~1 have become the most loyal shield-bearers of the 
bourgeois class, the most r eliable prot ective troops 
for the capitalist money- bag . " ( 3) 

and Gorter, 

11The chief aim of trade unions is to r econstruct capit 
alism • . . and accepts as a basis the political and 
economic union of the bourgeoisie and the proletariat." (4) 

(1) Ruhl e op . cit. 
(2) Ruhle "From the Bourgeois to the Proletarian Revol ution" p. 32 
(3) i~id p. 34 
(4) From flhy We Need the Communist Workers International in Workers 
Voice No.13 

.. 
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It was not a failure of the l eadership which caused trade unions 
to become or~ans against the class 9 

"The counter-revolutionary force of trade union bureau
cracy cannot be wegkened or done away wit h by a me r e 
change of persons; it is t he form of organisation which 
r enders the masses wel l nigh impotent, which prevents 
them from making trade unions into organs of their 
proper will. 11 

( 1 ) 

Similarly, with parliamentarianism, the l efts saw it as a valid 
t actic ~n the nineteenth century, but in the age of decadence 
pa rl iamentarianism could no l onger be used, 

"But this justification was null e.nd void the instant 
that t he prol etariat arose as a r evolutionary class and 
advanced its claim to take over the entire state and 
economic power. " (2) 

The age of r eformi st organisations of the working class was passed . 
The new period a emanded t ha t the cl ass aband on all such organ
isations. This a'nalysis contrasts with that of the majority 
Bolsheviks in t he 3rd International to which the K.A.P.D. allied 
in 1920. Lenin, i n Left Wing Communism, berated the l eft comm
uni sts for their atti tude to trade unions and parliarnentarianism. 
He accepted t hat t rade uni ons ~ere a necessa ry part of the working 
class's struggle at the "beginning of the development of capital
ism" but denied t hat t hey had become wholly r eactionar y. For 
Lenin i t was t he leaders who had become reactionary and not t he 
organisati on, hence al l t hat ~as required was a change of l eaders. 
Lenin a lso disagreed on the question of participating in pa rl
iament. Whilst ac cepting t ha t "the epoch of bourgeois parl
iamentarianism has come to an end, the epoch of t he dictatorship 
of t he prol et ariat has begun. " , he still denied t hat it followed 
from this t hat parliament must be abandoned by communists, 
arguing thAt account should be t aken of t he state of class 
consciousn~ss . He thought -t hB t communists should participate in 
parliament "for the pur pose of educating t he backward strata" of 
the working class, rejecting that pBrl i amentarianism necessarily 
l ed to defea t and demora lisation. The positions in Left Wing 
Communism we re concretised i n the "21 Theses" pr esent ed t o the 
2nd Congr ess of the 3rd Int ernational . These pr oposed t hat 
working withi n parliament and trade uni ons shoul d be t he policy 
of t he International and all affiliat ed groups . This meant that 
t he K. A.P. D. could no longer funct i on as pa rt of t he 3rd Inter 
national. 

( 1) Gorter Opportunism 11nd Dogmatism, reprint ed in Workers Voice 
No. 11. 
(2 ) Ruhl e op.cit. p. 25 
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From the outset the K.A.P. D. had accepted t hat the Russian 
Revolution was part of an int ernational proletarian revolutionary 
movement, hence they alli ed with the 3rd I nt ernational as an 
expression of that movement . They r ealised that the class must 
have a central ly organized, coherent party which was int ernation
al ist . Thus, whe n forced to leave the Int er national thy had both 
to assess -its nature and the movement of t he Sovi et r egime and 
respond accordingl y. Their assessment of the International was 
ti ed to their vi ews of t he progress of t he Russian Revolution. 
From the reformist positions of the "21 Theses" and the policies 
of the Bolsheviks they concluded that the Int ernational had 
become an instrument for the def ence of Russia and was no longer 
an organisation which pressed forward in the i nterests of the 
worl d working cl ass . Russia was s een t o be movi ng i nto the 
capitalist orbit, hence the 3rd Inter national was also becoming 
counter-r~volutionary, 

"Toqay t.h~ Moscow Inte·rnational fi nds itsel f in tow to 
the Amsterdam International, whi ch means that it is 
actually in tow to the i nt ernationa l bourgeois i e . 
~he more Russia develops toward s capitalis~, the more 
apparent will be t he bourgeoi s character of the Third . 
International." 

concluding that, 
" 
"The sooner an international centre comes into bei ng , 

·. which will incorporate the interests of the prolet
ari an , so much t he sooner will t he fall of the Third 
International take pl3.ce •• . 11 (1) 

Al~hough this attempt at forming a 4th International was stillborn 
because of the defeat of the r evolutionary worki ng cl ass , nonethe~ 
less, it shows how serious the K.A.P.D . took t he question of 
centrally organized leadership of t he worki ng cl ass , and did not , 
as Lenin sa id, rej ect the necessity of l eadership (see thesis 10) . 

The K.A. P.D. was not "a group of int ellect ual s and a few wo rkers 
who imitate t he worst f eatures of intellectualism" (Leni n) . It 
was the highest expression of the communist r evolutionary period 
of 1917- 21 which (accepting historical limitations on their under
standing ) theoretically grasped t he nature of the period and the 
ta ctics applicable to it. Communists today must build on t he 
experi ence and anal ysis of the Gerffi3.n left communists, for without 
a cl ear ~nderstand ing and accept ance of t he concept of decadence 
and all t hat it entails, it is impossible to for~. a revolutiona·r y 
organisation which ~ill ezpress coherentl y the class aims of the 
prol et aria t. ' · 

M.D. 

(1) Gorter in Why We Need the Communist Workers Int ernationa l . 

. . ... 

.. 
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Theses 0 Party 

1. • . It is the historical task of the proletarian revolution to 
bring the aisposal of the wealth of the earth into the hanas of 
the working masses, to put an ena to the private ownership of the 
means of proauction, thus renaering impossible the existence of a 
separate, exploiting, ruling class. This task involves freeing 
the economy of society from all fetters of political power ana is, 
of course, posea on a world scale • 

2. The ending of the capitalist mode of proauction, the taking 
over of this production, and putting it in the hands of the 
working class, the ending of all class divisions ana withering · 
of political institutions, and building of a communist economy is 
a historical process whose i ndividual moments cannot be exactly 
preaicted. But, as regards this question, the role which polit
ical power will pley in this process i& nevertheless settled on 
some points. 

3. The proletarian revolution is at the same time a political 
and economic process . Neither as a political, nor as an economic 
process can it be solved on a national scale; the building of the 
world commune is absolutely necessary f or its survival. Therefore 
it follows that until the final destruction of the power of 
capital on a world scale, the victorious part of the revolutionary 
proletariat still needs political power to defend, and if possible 
attack, the external political power of the counter-revolution. 

4. In aadition to these reasons which make political power 
necessary for the victorious part of the proletariat, there are 
aaditional reasons relating to the internal development of the 
revolution. The revolution - looked on as a political process -
has indeea a decisive moment, the taking of political power. The 
revolution, viewed as an economic process , has no such decisive 
moment, long work will be necessary to take over the direction of 
the economy on the part of the proletariat, to eradicate the profit 
motive, and to replace it by an economy of needs . It is self
evident that during this period the bourgeoisie will not remain 
idle, but will try to regain power for the purpose of defenaing 
their profits. · It follows that in the countries with a developed 
democratic ideology - that is, in the advanced industrial 
.countries - they will seek to mislead the proletariat with 
democratic slogans. It is thus essential that the workers possess 
a strong, unwavering political power till they have taken over, 
in concrete terms, the control of the economy and broken the grip 
of the bourgeoisie . This period is the dictatorship of the 
proletariat. 



72 

5. The fi~cessity for the prol etariat to hol d political power 
after the political victory of the r evolution confirms, as a 
consequence, the necess ity for a political organization of the 
proletariat just a s much aft er as before the se±zure _of power. 

-~ 

6. r The political workers I council s (Soviets) are the hi stor~cally \ 
determined, all-embracing form of prol et arian power and adminis- 1

' 

tration : at all times they pass the individual points of the class 
struggl e and pose the quest ion of complete power. 

7. The historically determined form of organization, which groups 
together the most conscious and prepared proletarian fighters, is 
the Party. Since t he historical task of the prol et arian revol
ution. i .s communism, this party, in its programme and in ·its 
ideology, can onl y be a communist party . The communist party must 
have a thoroughly worked out programmat ic basis and must be 
organi zed and disciplined in its entirety from be l ow, as a unifiedl 
wil l . It must be the head and weapon of the revolution. 

8. The main task of the communist party, just as much before as 
after the seizure of power, i s, in the confusion and fluct uations 
of the prol et arian r evolut ion, to be t he one clear and unflinching 
compass towards communi sm. The communis t party must show the 
masses the way i n all situat ions , not only i n words, but al so i n 
ceeds . In al l the issues of t he political struggle before the 
seizure of power~ it must bri ng out in the clearest way, the 
~ ifference between r eforms and revolution, must brand every 
deviation to reformi sm as a betrayal of the revolution, and of 
the working cl ass, and as gi ving new l ease of life to t he old 
system of profit . Just as there can be no community of interest 
between exploiter and exploit ed, so can there be no unity between 
reforill and revolution . Socia l democratic reformism - whatever 
mask it mi ght choose to wear - is today t he greatest obstacle to 
t re .revolution, and the l ast hope of the ruling class . 

. . I. 

9. · The communist party must, therefore , unflinchingly oppose .. 
every manifestation of reformism and opportunism with equal 
determination in its programme, its press , its tactics, and 
actiyities . Especi ally it shoul d never allow its membershi~ to 
expand faster than is made possible by the power of absorption of 
the existing communist kernel. 

10. Not only in its entirety, but in its individua l moments, 
the revolution is a dialectical process ; in the course of the 

rrevolution the masses make inevitable vacillations. The comm
~nist party, as the organization of the most conscious el ements, 
must itself strive not to succumb to these vacillations , but to 
put them r1ght . Through the cl arity and the principl ed nature pf 
their slogans, their unity of words and deeds, their entry intq 
the struggle, the correctness of their predictions, they must help 
the proletariat to qui ckly and completely overcome each vacill
ation . Through its en~ire activity the communist perty must 

L ,· 
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develop the class consciousness of the proletariat , even at the 
cost of being momentarily apparently in opposition to the masses . 
Onl y thus will the party, in the course of the revolut ionary 
st r uggle, win the trust of the masses, and accomplish a revol
utionary education of the widest numbers. 

11. The communist party naturally must not lose contact with the 
masses . This means, aside from the obvious duty of indefatigabl e 
propaganda , that it must also intervene in the movement of the 
workers caused by economic needs and attempt to clarify such 
movements and develop them, by encour~ging appeals for active 
solidarity so t hat the str ugg l es are ext ended , and whe r e possible, 
take on revolutionary and pol itical forms . But the communis t 
party cannot strengthen the spirit of opportunism by raising 
parti9l reformist demands in the name of the party . 

12. The most important practicel performance of the communists in 
the economic struggle of the workers lies in the organisation of 
those means of struggle, which i n the revolutionary epoch i n all 
the highly developed countries, are the only weapons suitable for 
such struggle . This means that the communists must therefore seek 
to unite t he revolutionary workers, (not only the members of the 
communist party), to come together in the f actories, and to buil d 
up the factory organisations (Betriebsorganizationen) which will 
unite into Unions and which will prepare for t he taking over of 
production by the working class . 

13. The revolutionary factory organisations (the Unions) are the 
foundation for the outbreak of struggles and action, nuclei of 
fighting workers, the forerunners and foundation of the revol
utionary workers councils . 

14. In cr eating t hese wide class organisations of the revol
utionary prolet ariat, the communists prove the strength of a 
unified, united body . And in the Unions they give an example of 
communist theory i n practice, seeking the victory of the prol
etarian revolution and subsequently the achievement of a communist 
economy. 

15. The role of the party after the pol itical victory of the 
r evolution is dependent on the international situation and on t he 
development of the class consciousness of the proletariat . Whil e 
t he dict atorship of the proletariat is necessary, the communist 
party must ao all it can to push events in a communist directi on . 
To this end , in all the industrialised countries it is absolutel y 
necessa r y that t he wid est possible amount of revol utionary 
workers, under the influence of the spirit of the pa rty, ar e 
actively involved in the taking over and transformation of the 
economy. Being organised in factories and Unions, schooled in 
individual confli cts, forming committees of action, are the 
necessary preparations which will be undertaken by the advanced 
guard of the working class itself and prepare them for the 



development of the revolutionary struggle. 

16. In as much as the masses, after the political victory of • \ 
the revolution, are strong and ready in the Unions as their class 
organisations, to introduce the basis of th~ di?tatorshi~ of the 
proletariat into the council system, they will increase in 
importance in relB.tion to the party. In as much as the ~asses 
further root their proletarian dictato~hip in the cons~iousness 
of the broad masses, the party loses its i mportance against t~e 
workers' councils . Finally, to the extent that the safeguarding 
of the revolution by political violence becomes unnecessary, in 
as much as the masses final ly change their dictatorship into a 
communist economy, the p8.rty- ceases to exist. 

From 'Prolet arian ' July,1921 

APPEAL TO READERS 

Revolutionary Perspectives wishes to open a political 
dialogue with readers who find themselves in sympathy with 
our political standpoint . To this end we invite observations 
and criticisms of our published material and will reply to 
all serious comments, publishing the exchanges should thi& 
be a positive contribution to the revolutionary movement. 

We also invite those who find themselves in sympathy to 
take positive steps towards a practical demonstration of 
this, by a willingness to order bundles of our magazine for 
sale and to participate in our regular distribution of 
leaflets on issues of importance to the international class 
struggle. For details of these, contact the group address . 
And finally, financial support is not just invited from 
sympathisers, but positively solicited. (Bl ank postal 
orders or international money orders please .) 




