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Chapter 15: Development of the Law’s Internal Contradictions 
1  General Considerations 

1 If the rate of surplus-value, δ, = 
s
v
 , and the rate of profit, π, = 

s
c + v

 , then, unless c  = 0, i.e. all the capital 

advanced is advanced as wages, δ > π . In addition, as we have seen, even a rising rate of surplus-value 
tends to accompany a falling rate of profit. A fall in the rate of profit would only be a consequence of a 
falling rate of surplus-value if either the ratio between constant and variable capital remained unchanged or 
if the former was falling with respect to the latter. Thus if capitalists are accumulating surplus-value as 
constant capital, and the organic composition is rising, the fall in the rate of profit is not caused by a fall in 
the rate of exploitation of labour. 

2 Hence, a falling rate of profit and accelerated accumulation are both expressions of the same process, the 
development of the social productivity of labour. But at the same time these expressions are mutually 
reinforcing: Accumulation, insofar as it involves the concentration of labour on a greater scale and a higher 
organic composition of capital (more constant capital value compared to variable) in turn accelerates the 
fall in the rate of profit, while the fall in the rate of profit both accelerates the concentration of capital – the 
growth of the size of capitals as a product of accumulation – and the centralisation of capital – the 
dispossession and absorption of smaller capitals and direct producers. 

3 But, alongside this, the fact is that ‘the rate of profit is the spur to capitalist production (in the same way as 
the valorisation of capital is its sole purpose)’.1 Hence, a fall in the rate will: slow down the formation of 
new capitals; provoke overproduction, speculation and crises; lead to an excess of capital and a surplus 
population. The capitalist mode of production thus creates its own barriers. This ‘testifies to the restrictiveness 
and the solely historical and transitory character of the capitalist mode of production; it bears witness that 
this is not an absolute mode of production for the production of wealth but actually comes into conflict at 
a certain stage with the latter’s further development.’2 The contradictions of capitalist production are its 
own creation and lie within it.3

                                                 
1 Karl Marx, Capital volume 3 (Harmondsworth, 1981) [hereafter C3], p.349-50. 

 

2 C3, p. 350. 
3 Classical political economy, on the other hand, sought the source of capitalism’s contradictions outside of the production 
of wealth: ‘economists like Ricardo, who take the capitalist mode of production as an absolute, feel here that this mode of 
production creates a barrier for itself and seek the source of this barrier not in production but rather in nature (in the 
theory of rent). The important thing in their horror at the falling rate of profit is the feeling that the capitalist mode of 
production comes up against a barrier to the development of the productive forces which has nothing to do with the 
production of wealth as such [...].’ Marx notes that the Ricardian school ‘were considering only industrial profit, within 
which they included interest.’ Ricardo had explained a falling rate of profit as the result of a rising share of rent. Yet, Marx 
comments, although its absolute mass grows (even in relation to industrial profit) the rate of ground-rent also tends to fall. 
If C = total social capital, r = profit and r1 the industrial profit that remains after the deduction of interest, i, and ground-
rent, η, then s

C
 = 𝑟

C
 = r1+ i + η

C
 = r1

C
 (the rate of industrial profit) + i

C
 (the rate of interest) + η

C
 (the ratio of rent to capital) . 

While s grows steadily as capitalist production develops, s
C
 steadily declines, because of the relative growth of C compared 

to s. It is perfectly feasible, then , for r1, i, and η to grow even if  s
C
 = 𝑟

C
 ,  r1

C
 , i

C
 and η

C
 fall; variation of for r1, i, and η is 

nothing more than a varying distribution of s under various headings. ‘Furthermore, Ricardo’s assumption that industrial 
profit (plus interest) originally accounted for the entire surplus-value is both historically and theoretically false. It is only 
the progress of capitalist production, rather, which (1) gives industrial and commercial capitalists the entire profit, in the 
first instance, for later redistribution, and (2) reduces rent to the surplus over and above profit. On this capitalist basis, rent 
then grows once more, as a portion of profit (i.e. of the surplus-value considered as product of the total capital), but not 
the specific portion of the product pocketed by the capitalist.’ 
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4 Assuming that sufficient capital has been accumulated, the only barriers to the creation of surplus-value are 
the working population and the level of its exploitation (the rate of surplus-value). ‘[T]he capitalist 
production process essentially consists of this production of surplus-value, represented in the surplus 
product or the aliquot portion of commodities produced in which unpaid labour is objectified.’4 The 
‘immediate purpose and the determining motive of capitalist production’ is precisely the production and 
accumulation – the transformation of a part of it back into capital – of this surplus-value. Capitalist 
production is neither production whose immediate purpose is consumption nor the production of means 
of enjoyment for the capitalist. Once the amount of surplus labour extorted exists in objectified form in 
commodity product, the first act of the capitalist production process – the immediate process of 
production – is completed: ‘capital has absorbed a given amount of unpaid labour.’5

But surplus-value not only has to be produced, it has to be realised: now the total commodity product – that 
part which represents constant capital, that which represents variable, and that which represents surplus-
value – has to be sold. This is not guaranteed: it may not happen at all; it may happen only partially, or at 
prices that are less than those of prices of production – in both of which cases the exploitation of the 
worker is not, or only partially, realised as such for the capitalist. ‘The conditions for immediate 
exploitation and for the realisation of that exploitation are not identical. Not only are they separate in time 
and space, they are also separate in theory.’

 With respect to the 
production of surplus-value, then, the amount produced depends on the number of workers to be exploited 
and the rate of their exploitation, and on nothing else. 

6

Exploitation is delimited by the productive forces; its realisation by ‘the power of consumption within a 
given framework of antagonistic conditions of distribution, which reduce the consumption of the vast 
majority of society to a minimum level, only capable of varying within more or less narrow limits.’
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But exploitation is further delimited by the drive to accumulate itself: by the drive to expand capital and 
produce surplus-value on a larger scale. ‘This is the law governing capitalist production’, and it arises from 
the constant revolutions in methods of production, from the devaluation of existing capital consequent on 
this, and from competition in general and the need to improve production and extend its scale as a means 
of self-preservation and survival. As a consequence, the market has to be extended continually; its 

 

                                                 
4 C3, p. 351. 
5 C3, p. 352. ‘With the development of this process as expressed in the fall in the profit rate, the mass of surplus-value thus 
produced swells to monstrous proportions.’ 
6 C3, p. 352. 
7 C3, p. 352. The source of the contradiction is that between exchange-value and use-value: ‘[T]he commodity is an exchange 
value only in so far as it is at the same time a use value, i.e. an object of consumption [...]; it ceases to be an exchange value 
when it ceases to be a use value [...]. Its first barrier, then, is consumption itself [...]. (Given the present presuppositions, there 
is no basis whatever for speaking of ineffective, non-paying needs; i.e. a need which does not itself possess a commodity or 
money to give in exchange.) [...] Thus, by emerging from the production process and re-entering circulation, capital [...] as 
production, appears to encounter a barrier, in the available magnitude of consumption [...]. As a specific use value, its quantity is 
irrelevant up to a certain point; then, however, at a certain level – since it satisfies only a specific need – it ceases to be 
required for consumption. As a specific, one-sided, qualitative use value, e.g. grain, its quantity itself is irrelevant only up to a 
certain level; it is required only in a specific quantity; i.e. in a certain measure. This measure, however, is given partly in its 
quality as use value – its specific usefulness, applicability – partly in the number of individuals engaged in exchange who 
have a need for this specific consumption. The number of consumers multiplied by the magnitude of their need for this 
specific product. Use value in itself does not have the boundlessness of value as such. Given objects can be consumed as 
objects of needs only up to a certain level. [...] No more than a certain amount of grain is consumed, etc. Hence, as use 
value, the product contains a barrier – precisely the barrier consisting of the need for it – which, however, is measured not 
by the need of the producers but by the total need of all those engaged in exchange. Where the need for a certain use value 
ceases, it ceases to be a use value. It is measured as a use value by the need for it. But as soon as it ceases to be a use value, 
it ceases to be an object of circulation (in so far as it is not money).’ Karl Marx, Grundrisse (Harmondsworth, 1973), pp. 
404-5. 
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operation increasingly takes on the form of something independent of the producers and beyond their 
control.8

This contradiction, between the conditions of the production of surplus-value and those of its realisation, 
seeks resolution through the extension of the field of production.

 

9
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 But the higher the level of productivity, 
the more production conflicts with the narrow basis on which the relations of consumption rest. Hence the 
existence of excess capital with a growing surplus population. 

Given the rate of profit, what determines its mass is the magnitude of the capital advanced. But what 
determines accumulation is that part of this mass transformed back into capital. This last, profit minus 
capitalists’ revenue consumed, thus depends (workers’ wages here being assumed as given) on both the 
total profit and on the price of the commodities – means of capitalists’ subsistence and means of 
production – the capitalist can buy with it. 

6 How much capital is set in motion by labour-power and how much newly-added value appears in the 
product are distinct entities. If the mass of capital is 1,000 and the rate of profit 10 % , 1,100 is reproduced; 
if the mass is 100 and the rate of profit 20 % , 120 is reproduced. But more can be accumulated out of 100 than 
out of 20. If the rate of profit is high but labour unproductive, capital accumulates slowly, despite the profit 
rate. 

7 ‘The rate of profit does not fall because the worker is less exploited, but rather because less labour is 
generally applied in relation to the capital invested.’10

8 

 

If the mass of profit rises as the rate of profit falls, more of the annual product of labour is appropriated by 
the capitalist as replacement for the capital used up and less in the form of profit. As more capital is laid 
out, the mass of profit grows, even if the rate of profit is less. In this case, the concentration of capital (and 
its centralisation) is accelerated, since production now requires the use of capital on a more massive scale. 

This is simply the divorce of the conditions of labour from the producers raised to a higher power, 
these smaller capitalists still counting among the producers, since their own labour still plays a role. The 
work done by the capitalist, in general, stands in inverse proportion to the size of his capital, i.e. to the 
degree in which he is a capitalist. It is in fact this divorce between the conditions of labour on the one 
hand and the producers on the other that forms the concept of capital, as this arises with primitive 
accumulation, subsequently appearing as a constant process in the accumulation and concentration of 
capital, before it is finally expressed here as the centralization of capitals already existing in a few hands, 
and the decapitalisation of many. This process would entail the rapid breakdown of capitalist 
production, if counteracting tendencies were not constantly at work alongside this centripetal force, in 
the direction of decentralization.11

 

 

 

 

                                                 
8 Insofar as the market is seen as external to production it is a fetishised form; in reality the market itself is the creation of 
capitalist production and its contradictions. 
9 ‘[T]he production of relative surplus value, i.e. production of surplus value based on the increase and development of the 
productive forces, requires the production of new consumption; requires that the consuming circle within circulation 
expands as did the productive circle previously. Firstly quantitative expansion of existing consumption; secondly: creation 
of new needs by propagating existing ones in a wide circle; thirdly: production of new needs and discovery and creation of 
new use values.’ Grundrisse, p. 408. 
10 C3, p. 354. 
11 C3, pp. 354-5. 
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2  The Conflict between the Extension of Production and Valorisation 
1  The contradictory effects of greater social productivity of labour on the rate of profit 

With regard to capital, the development of the social productivity of labour takes the form of a greater quantity, 
in terms of both value and physical mass, of means of production; and in a fall in the proportion of capital laid 
out in the form of wages. 

With regard to labour-power applied, the development of productivity takes the form of an increase in surplus 
labour (shortening of necessary labour time); and a fall in the overall amount of labour-power (i.e. the number 
of workers) applied to set a given capital in motion. 

But these two movements, as expressions of the same law, not only accompany each other and mutually 
condition each other, at the same time they affect the rate of profit rate in opposite directions. 

 

2  The natural limits to the rise in the rate of surplus-value 

The total mass of profit = the total mass of surplus-value. But the rate of profit = 
s

c + v
 , while the rate of 

surplus-value = 
s
v
 . This means that the mass of surplus-value produced = δ.v , the product of its rate and 

magnitude of variable capital; with the growth in the social productivity of labour the former rises, while the 
latter falls. But there is a natural limit to the number of workers that can be eliminated from production. ‘[T]he 
compensation for the reduced number of workers provided by a rise in the level of exploitation of labour has 
certain limits that cannot be overstepped; this can certainly check the fall in the profit rate, but it cannot cancel it 
out.’12

 

 

3  The cheapening of capital and the greater scale of capital formation 

With the development of the capitalist mode of production, as the social productivity  of labour increases, the 
rate of profit falls, while the mass of profit rises along with the total mass of capital applied. New capital is 
formed by the accumulation of the surplus product of the existing capital; hence what determines the rate at 
which applied capital grows is, on the one hand, the rate of profit itself, and, on the other, on the capital’s 
existing size. 

Now, a rise in productivity of labour can only increase the magnitude of a given capital applied if it increases that 
part of the realised product that is accumulated as capital. This comes about if there is a rise in relative surplus-
value, and/or a reduction in the value of constant; if, in other words, either the commodities that go into the 
reproduction of labour-power, or the elements of constant capital – or both – are cheapened.  

Both of these phenomena, of course, will involve, directly and indirectly, a cheapening of the elements that go to 
form capital, and, in this way, bring about a devaluation of the already existing capital (as well as bringing about 
a reduction in the proportion of total capital formed by variable capital. 

As we have seen, both processes – the cheapening of the elements of constant capital and the reduction in the 
value of labour-power – both produce a fall in the rate of profit and delay this fall. 

But indirectly, a rise in the social productivity of labour leads to an increase in the existing capital value, and in 
the following way. If the elements of constant capital are cheapened, the same exchange-value will be 
represented in a greater mass13

                                                 
12 C3, p. 356. 

 of use-value. All else being equal, if 50 machines absorb the labour of 10 workers 
and convert 100 units of raw material into product, 100 machines, even if they represent the same exchange-
value, will absorb 20 workers and transform 200 units of raw material. ‘The mass of labour that capital can 
command does not depend on its value but rather on the mass of raw and ancillary materials, of machinery and 

13 And in greater diversity, notes Marx. C3, p. 356. 
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elements of fixed capital, and of means of subsistence, out of which it is composed, whatever their value may 
be.’14

On the one hand, ‘[i]nsofar [...] as the higher rate of profit gives rise to an increased demand for labour, it leads 
to an increase in the working population and hence in the exploitable material which is precisely what makes 
capital capital.’

 

15 On the other, ‘[t]he same capital and the same labour produce more things that can be 
transformed into capital, quite apart from exchange-value. These things can serve to absorb additional labour, 
and thus additional surplus labour also, and can in this way form additional capital.’16

 

 

4  The expression of the contradictions of accumulation through crises 

The contradictory nature of these processes is expressed as crisis, i.e. contradictory effects are produced which 
interact with each other in explosive ways: ‘[t]he contending agencies function simultaneously in opposition to 
one another.’17

1 

 

As a greater part of the social product functions as capital, the working population increases. As wage-
labour forms an increasingly smaller proportion of total capital, a surplus population is produced. 

2 As the rate of profit falls, the physical mass of capital grows. Existing capital is devalued, retarding this fall. 
This accelerates the accumulation of capital value. 

                                                 
14 C3, p. 357. 
15 C3, p. 356. Note Marx’s definitional statement that it is labour (‘exploitable material’) that makes capital capital. 
16 C3, p. 357. 
17 C3, p. 357; for David Harvey, the fundamentally important part of Marx’s analysis of the tendential law of a falling rate 
of profit. ‘The fundamental proposition emerges from a consideration of the processes that tend to generate the falling 
profits in the first place. What Marx in effect shows us is that individual capitalists – coerced by competition, trapped by 
the necessities of class struggle and responding to the hidden dictates of the law of value – make technological adjustments 
which drive the economy as a whole away from “a ‘sound’, ‘normal’ development of the process of capitalist production” 
(Capital, vol. 3, p. 255 [“the ‘healthy’ and ‘normal’ development of the capitalist production process” (C3, p. 364]). Put 
another way, individual capitalists, acting in their own self-interest under the social relations of capitalist production and 
exchange, generate a technological mix that threatens further accumulation, destroys the potentiality for balanced growth 
and puts the reproduction of the capitalist class as a whole in jeopardy. [...] 
‘Unfortunately, Marx obscures this fundamental proposition by concentrating upon its supposed expression as a law of 
falling profits, with all of the historical, empirical and theoretical connotations that such a law implies. We can rescue Marx 
from both his apologists and detractors by going back to the fundamental principle of a contradiction between the forces 
of production and the social relations of production under capitalism and tracing the expression of this contradiction in 
terms of the technological and organizational characteristics that capitalism must necessarily adhere to if it is to achieve 
balanced equilibrium growth. 
‘In the first volume of Capital we see individual capitalists in command of their own production processes using 
technological change within the firm as a “lever” for accumulation – a lever to be used against other capitalists in the 
struggle for relative surplus value and against the labourer in the struggle to prevent the working class from appropriating 
much or any of the surplus value produced. The result: perpetual revolutions in the productive forces and an ever-
increasing productivity of social labour. This is the idea that Marx sought to capture in his concept of a rising organic 
composition of capital. [...] 
‘The basic question Marx poses is this: how on earth can the processes of technological and organizational change, as 
regulated by individual capitalists acting under the class relations of capitalism, ever achieve [...] balanced accumulation and 
the reproduction of class relations in perpetuity? While Marx does not prove the point beyond any possible shadow of 
doubt, he makes a pretty good case that the necessary technological and organizational mix could only ever be struck 
temporarily by accident and that the behaviour of individual capitalists tends perpetually to de-stabilize the economic 
system. This is, I believe, the correct interpretation to be put upon what Marx depicts as the fundamental contradiction 
between the productive forces and the social relations under capitalism.’ Limits to Capital (Oxford, 1982), pp. 188-9. 
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3 As productivity rises, the composition of capital grows, and there is a relative decline in the variable portion 
of total capital. 

These various influences sometimes tend to exhibit themselves side by side, spatially; at other times one after 
the other, temporally; and at certain points the conflict of contending agencies breaks through in crises. 
Crises are never more than momentary, violent solutions for the existing contradictions, violent eruptions 
that re-establish the disturbed balance for the time being.18

In general terms, this is what the contradiction consists in: ‘[T]he capitalist mode of production tends towards an 
absolute development of the productive forces irrespective of value and the surplus-value this contains, and 
even irrespective of the social relations within which capitalist production takes place; while on the other hand 
its purpose is to maintain the existing capital value and to valorise it to the utmost extent possible (i.e. an ever 
accelerated increase in this value).’

 

19 Specifically, the capitalist mode of production ‘is directed towards using the 
existing capital value as a means for the greatest possible valorisation of this value. The methods through which 
it attains this end involve a decline in the profit rate, the devaluation of the existing capital and the development 
of the productive forces of labour at the cost of the productive forces already produced.’20

1 

 

The periodic devaluation of existing capital is an immanent means of retarding the fall in the rate of profit 
and speeds the accumulation of capital value through new capital formation; it also disrupts the conditions 
of the circulation and reproduction of capital and leads to disturbances and crises in production. 

2 The fall in variable capital in proportion to constant cause both a rise in the working population and a 
growth in the population superfluous to production. 

3 The fall in the rate of profit slows down the accumulation of capital as value at the same time as it speeds 
up the accumulation of use-value. This, in turn, accelerates the accumulation of value. 

As capitalist production encounters barriers, barriers immanent to capitalist production itself, it seeks to 
overcome them, but, in so doing, only creates new barriers, and on an increasingly greater scale. ‘The true barrier 
to capitalist production is capital itself.’21 The self-valorisation of capital is both motive and purpose of capitalist 
production: ‘production is production only for capital, and not the reverse, i.e. the means of production are not 
simply means for a steadily expanding pattern of life for the society of the producers.’22

If the capitalist mode of production is therefore a historical means for developing the material powers of 
production and for creating a corresponding world market, it is at the same time the constant contradiction 
between this historical task and the social relations of production corresponding to it. 

 There is a constant 
conflict between the goal of capitalist production – the valorisation of existing capital – and the means to do 
this: the development without restriction of the social productive forces; between, on the one hand, the 
unlimited expansion of production, production as an end in itself, and, on the other, the barriers within which 
this production takes place. 

 

 

 

                                                 
18 C3, p. 357. 
19 C3, pp. 357-8. Transparently, this is a contradiction between the growth in the productive forces and the social relations 
of production. 
20 C3, p. 358. 
21 C3, p. 358. 
22 C3, p. 358. 
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3  Surplus Capital alongside Surplus Population 
As the social productivity of labour rises and the rate of profit falls, the minimum size of capital necessary for 
production grows: capital is increasingly concentrated.23 The profit rate, as a consequence, falls further. Smaller 
capitals are pushed to the margins.24

This leads to a ‘plethora’

  
25 of capital; there is an excess of capital, ‘for which the fall in the profit rate is not 

outweighed by its mass.’26 We have an overproduction (or ‘overaccumulation’) of capital.27

‘There would be an absolute overproduction of capital as soon as no further additional capital could be 
employed for the purpose of capitalist production.’

 

28 By ‘absolute’ overproduction what Marx means is that 
‘capital has grown in such proportion to the working population that neither the absolute labour-time that this 
working population supplies nor its relative surplus labour-time can be extended [...];29 where, therefore, the 
expanded capital produces only the same mass of surplus-value as before [...].’30 The condition for such absolute 
overproduction of capital is that an augmented capital value C′, i.e. C + ΔC, be unable to realise the same mass 
profit as the original C. ‘If a total capital of 1,000 yields a profit of 100 and after being increased to 1,500 it still 
yields a profit of only 100, then in the second case 1,000 yields only 66! The valorisation of the old capital would 
have experienced an absolute decline.’31

Such an overproduction of capital supposes a generalised crisis. What form does it take? 

  

A part of capital would lie idle, since, accumulated surplus would have to displace already functioning capital in 
order to realise the profit of before: either the newly accumulated surplus lies idle, or are part of the already-
functioning capital does. Capital is devalued, for capital that doesn’t function as capital loses value: ‘[e]ven though 
[...] time affects and damages all means of production (except the land), what we have here is a far more intense 
actual destruction of means of production as the result of a stagnation in their function. The major effect here, 

                                                 
23 ‘[T]he level of the social productivity of labour is expressed in the relative extent of the means of production that one 
worker, during a given time, with the same degree of intensity of labour power turns into products. The mass of means of 
production with which he functions in this way increases with the productivity of his labour. [...]This change in the 
technical composition of capital, this growth in the mass of the means of production, as compared with the mass of the 
labour-power that vivifies them, is reflected in its value composition by the increase of the constant constituent of capital 
at the expense of its variable constituent.’ C1, p. 773. 
24 Into ‘speculation, credit swindles, share swindles, crises’. C3, p. 359. 
25 Marx uses the German ‘Plethora’:, glut, overabundance, superfluity, surfeit. the same term was used by John Fullarton, 
whose 1844 On the Regulation of Currency, etc. Marx quotes to this effect in the Grundrisse (pp. 849-50): ‘A periodical 
destruction of capital has become a necessary condition of any market rate of interest at all, and, considered in that point 
of view, these awful visitations, to which we are accustomed to look forward with so much disquiet and apprehension and 
which we are so anxious to avert, may be nothing more than the natural and necessary corrective of an overgrown and 
bloated opulence, the vis medicatrix [‘healing powers’] by which our social system, as at present constituted, is enabled to 
relieve itself from time to time of an ever-recurring plethora which menaces its existence, and to regain a sound and 
wholesome state.’ Fullarton was a prominent opponent of the Currency School (the monetarists of their day), who, 
holding to a quantity theory of money, held that an over issue of paper money would cheapen the ‘price of money’, leading 
to general inflation. 
26 C3, p. 359; i.e. capital for which the fall in the rate of profit is no longer compensated for by a rise in the mass of profit 
reaped. 
27 ‘This plethora of capital arises from the same causes that produce a relative surplus population and is therefore a 
phenomenon that complements this latter, even though the two things stand at opposite poles – unoccupied capital on the 
one hand and an unemployed working population on the other.’ C3, p. 359. 
28 C3, p. 360. 
29 Thus in addition forcing up wages. 
30 C3, p. 360. 
31 C3, p. 361. 
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[...] is simply that these means of production cease to be active as means of production; a shorter or longer 
disruption occurs in their function as means of production.’32

Under these conditions a fratricidal struggle breaks out amongst capitalists themselves: 

 

It is clear [...] that this kind of actual devaluation of the old capital would not take place without a struggle, 
and that the additional capital [...] could not function as capital without a struggle. [...] Whatever the 
circumstances, one part of the old capital would have to lie idle as far as its property as capital was concerned, 
i.e. the property of functioning as capital and being valorised. As to which section is particularly to be 
affected by this idling, this is decided in the course of the competitive struggle. As long as everything goes 
well, competition acts, as is always the case when the general rate of profit is settled, as a practical 
freemasonry of the capitalist class, so that they all share in the common booty – in proportion to the size of 
the portion that each puts in. But as soon as it is no longer a question of division of profit, but rather of loss, 
each seeks as far as he can to restrict his own share of this loss: and pass it on to someone else. For the class 
as a whole, the loss is unavoidable. But how much each individual member has to bear, the extent to which 
he has to participate in it, now becomes a question of strength and cunning, and competition now becomes a 
struggle of enemy brothers. The opposition between the interest of each individual capitalist and that of the 
capitalist class as a whole now comes into its own, in the same way as competition was previously the 
instrument through which the identity of the capitalists’ interests was asserted.33

‘The chief disruption, and the one possessing the sharpest character, would occur in connection with capital in 
so far as it possesses the property of value, i.e. in connection with capital values.’

 

34 We saw in volume 235 that 
industrial capital exists in three forms – money capital, productive capital, and commodity capital – and its 
functioning depends on the movement of capital value through these forms in a cycle (or spiral). Two processes 
are at work here (in the crisis): not only are capital values directly devalued, they are also devalued because the 
transformation of form they need to undergo to pursue their function as capital is retarded. Money capital 
(capital in money form); lies idle, and that part of capital which exists in the form of promissory notes on future 
production36 is devalued; commodities on the market complete the process of circulation only through a 
reduction in price;37

There occurs in addition a disturbance in the system of payments. ‘The chain of payment obligations at specific 
dates is broken in a hundred places, and this is still further intensified by an accompanying breakdown of the 
credit system, which had developed alongside capital. All this therefore leads to violent and acute crises, sudden 
forcible devaluations, an actual stagnation and disruption in the reproduction process, and hence to an actual 
decline in reproduction.’

 productive capital rusts. 

38

But the devaluation of capital is not only the product of the crisis, it is also its solution. Stagnation in production 
increases un- and underemployment and drives down wages. The fall in commodity prices forces capitalists to 
reduce the value of their commodity products through new the use of new machinery and improved methods of 
organisation of production (increasing productivity, and increasing the surplus population), while the 
devaluation of constant capital prompts a rise in the profit rate: the physical mass of constant capital engaged in 
production grows in proportion to wage labour, but this value’s mass will have fallen. Meanwhile, the 

 

                                                 
32 C3, p. 362. 
33 C3, pp. 361-2. Notice that it is not competition between capitalists that forces down the rate of profit; it is the fall in the 
rate of profit (and consequent overaccumulation of capital) that sharpens the competition, a point Marx repeats later on: ‘it 
is the fall in the profit rate that provokes the competitive struggle between capitals, and not the reverse.’ (C3, p. 365) 
34 C3, p. 362. 
35 Karl Marx, Capital, vol. 2 (Harmonsdworth, 1978), pp. 109; 142-3; 180. 
36 In the form of stocks, shares and bonds, for example. 
37 In other words, there is overproduction of commodities, but not commodities as such but commodities as the manifest 
form of commodity capital; i.e. the overproduction of commodities is a manifestation of the overaccumulation of capital, 
and their devaluation on the market that of the competition between capitalists themselves (rather than being caused by a 
lack of effective demand). 
38 C3, p. 363. 
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supervening stagnation of production creates the conditions for a new expansion of production. ‘And so we go 
round the whole circle once again. One part of the capital that was devalued by the cessation of its function now 
regains its old value. And apart from that, with expanded conditions of production, a wider market and 
increased productivity, the same cycle of errors is pursued once more.’39 Highly significantly, we see here that 
what Marx is describing is not a one-way process, but a cycle.40

The overproduction we are considering here is not overproduction in general, nor the overproduction of means 
of production in general, but the overproduction ‘of means of production only in so far as these function as capital, 
and hence have to produce an additional value in proportion to their value that has expanded together with their 
mass, i.e. have to valorise their value.’

 

41 It is overproduction insofar as ‘capital is unable to exploit labour at the 
level of exploitation that is required by the “healthy” and “normal” development of the capitalist production 
process, at a level of exploitation that at least increases the mass of profit along with the growing mass of capital 
applied; that therefore excludes a situation in which the rate of profit falls to the same degree as capital grows, or even falls more 
quickly than this.’42 Hence this overproduction of capital (‘means of labour and means of subsistence that can 
function as capital’43) is accompanied by a surplus (i.e. un- and underemployed) population, people who are not 
employed by this excess capital on account of the low level of exploitation of labour at which they would have 
to be employed, or at least on account of the low rate of profit they would yield at the given rate of 
exploitation.’44

At the same time, capital looks for sources of profit at a rate higher than that obtaining in its ‘normal’ field of 
operation: ‘[i]f capital is sent abroad, this is not because it absolutely could not be employed at home. It is rather 
because it can be employed abroad at a higher rate of profit.’

 

45

As has already been mentioned, as the crisis builds, competition between capitals intensifies. 

  

Compensation for the fall in the profit rate by an increase in the mass of profit is possible only for the total 
social capital and for the big capitalists who are already established. New and independently operating 
additional capital finds no compensatory conditions of this kind ready made; it must first acquire them, and 
so it is the fall in the profit rate that provokes the competitive struggle between capitals, and not the reverse.46

The competition between capitals pushes up the wage rate, as capitalists compete for the labour-power to 
valorise the surplus capital, which in turn depresses the rate of profit even more. 

 

Marx is here critiquing those extant political economic views of the crisis which he finds unconvincing. What 
causes the crisis, when it breaks out, is the fall in the rate of profit, itself an inevitable consequence of the 
perennial need of capitalist production to raise the social productivity of labour, expelling living labour from 
production, causing the organic composition of capital to rise. The other effects of rising labour productivity 
(cheapening of the factors of production, for example), and other contingencies, cannot on balance and in the 
long term prevent the fall in the rate of profit. Marx thus rejects other explanations, namely: 

1 That the crisis is caused by cut-throat competition between capitalists. The fundamental determination for 
Marx here is that it is not cut-throat competition that depresses the rate of profit, but the fall in the rate of 

                                                 
39 C3, pp. 363-4.  
40 To the extent that Geert Reuten suggests that a more accurate name for the Law of the rate of Profit to Fall would be 
‘the Theory of the Rate of Profit Cycle’. Geert Reutern, ‘The Rate of Profit Cycle and the opposition between Managerial 
and Finance Capital’, in Martha Campbell and Geert Reuten (eds.), The Culmination of Capital: Essays on Volume III of Marx’s 
‘Capital’ ( London and New York, 2002), pp. 175-6. 
41 C3, p. 364. 
42 C3, p. 364 (italicisation added). 
43 C3, p. 364. 
44 C3, p. 364. 
45 C3, pp. 364-5. 
46 C3, p. 365 (italicisation added). 
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profit that intensifies competition. 

2 The rate of profit does not fall because wages are too high. The intensified competition between capitalists 
provoked by the fall in the rate of profit pushes wages up, which in turn depresses the rate of profit. But, 
again, the fundamental determining factor is the prior long-term decline in the rate of profit. 

3  Neither is the crisis a crisis of the overproduction of commodities. There is overproduction of commodities 
but what has been overproduced is capital itself. Mar notes that, because the purpose of capitalist 
production of profit and not the satisfaction of needs that there is necessarily a permanent ‘tension between 
the restricted dimensions of consumption on the capitalist basis, and a production that is constantly striving 
to overcome these immanent barriers’,47

4 

 but that this, because it is a constant feature of capitalist 
production, is neither the proximate nor underlying cause of the crisis.  

Neither is the cause of the crisis a disproportion between the sectors of production. That disproportions 
between sectors of production is again a permanent feature of capitalist production: ‘within capitalist 
production, the proportionality of the particular branches of production presents itself as a process of 
passing constantly out of and into disproportionality, since the interconnection of production as a whole 
here forces itself on the agents of production as a blind law, and not as a law which, being grasped and 
therefore mastered by their combined reason, brings the productive process under their common control.’48

The crisis is not a crisis of production, but a crisis of capitalist production; it is not a crisis of the consumption of the 
surplus product but of its valorisation. 

 

How else could there be a lack of demand for those very goods that the mass of the people are short of, and 
how could it be that this demand has to be sought abroad, in distant markets, in order to pay the workers 
back home the average measure of the necessary means of subsistence? It is because it is only in this specific, 
capitalist context that the surplus product receives a form in which its proprietor can make it available for 
consumption as soon as it has been transformed back into capital for himself.49

The barriers to capitalist production are barriers created by capitalist production itself: 

 

[T]he contradiction in this capitalist mode of production consists precisely in its tendency towards the 
absolute development of productive forces that come into continuous conflict with the specific conditions of 
production in which capital moves, and can alone move. It is not that too many means of subsistence are 
produced in relation to the existing population. On the contrary. Too little is produced to satisfy the mass of 
the population in an adequate and humane way. Nor are too many means of production produced to employ 
the potential working population. On the contrary. What is produced is firstly too great a section of the 
population which is in fact incapable of work, which owing to its situation is dependent on the exploitation 
of the labour of others or on kinds of work that can only count as such within a miserable mode of 
production. Secondly, not enough means of production are produced to allow the whole potential working 
population to work under the most productive conditions, so that their absolute labour-time is curtailed by 
the mass and effectiveness of the constant capital applied during this labour-time.50

That there is evident overproduction here only means that too much has been produced in the form of means of 
labour and means of subsistence. ‘It is not that too much wealth is produced. But from time to time, too much 
wealth is produced in its capitalist, antagonistic forms.’

 

51

The fundamental barriers to capitalist production consist in: 

 

 

                                                 
47 C3, p. 365. 
48 C3, p. 365. 
49 C3, p. 366 (italicisation added). 
50 C3, pp. 366-7. 
51 C3, p. 367. 
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1 that the development of the productivity of labour productivity necessarily involves a fall in the rate of 
profit, which at a given point impedes further development, an impediment which manifests itself in and 
can only be overcome through crises;  

2 that the expansion or contraction of production is determined by the appropriation of unpaid labour and 
the proportion of this to objectified labour – the appropriation of profit and the proportion in which this 
stands in relation to capital – and not by the relation between production and social need.  

Hence, ‘[b]arriers to production [...] arise [...] at a level of expansion which appears completely inadequate from 
the [...] standpoint [of needs]. Production comes to a standstill not at the point where needs are satisfied, but 
rather where the production and realisation of profit impose this.’52

When the rate of profit falls, individual capitalists drive down the values of their own commodities below the 
social value, by using better methods, etc., to try to obtain a surplus profit at the given market price; others 
pursue ‘swindling and general promotion of swindling, through desperate attempts in the way of new methods 
of production, new capital investments and new adventures, to secure some kind of extra profit, which will be 
independent of the general average and superior to it.’

 

53

Marx now makes some methodologically significant and pregnant remarks. The capitals most sensitive to a fall 
in the rate of profit are those ‘new off-shoots [...] that organise themselves independently.’

 

54 But ‘the rate of 
profit [...] is the driving force in capitalist production.’55 Were the formation of capital to fall exclusively into the 
hands of the largest capitals, for whom the mass of profit compensated for its rate, ‘the animating fire of 
production would be totally extinguished. It would die out.’56

The development of the productive forces of social labour is capital’s historic mission and justification. For 
that very reason, it unwittingly creates the material conditions for a higher form of production. [...] [But] the rate 
of profit, which is the stimulus of capitalist production and both the condition for and the driving force in 
accumulation, is endangered by the development of production itself. [...] What is visible here in a purely 
economic manner, i.e. from the bourgeois standpoint, within the limits of capitalist understanding, from the 
standpoint of capitalist production itself, are its barriers, its relativity, the fact that it is not an absolute but 
only a historical mode of production, corresponding to a specific and limited epoch in the development of 
the material conditions of production.

  

57

 

 

4  Supplementary Remarks 

1 The development of the productivity of labour, and hence the mass of average profit appropriated, 
proceeds unevenly. In part, this is simply a reflection of ‘the anarchy of capitalist production’; in part a 
function of natural conditions 

2 With the growth of the productivity of labour, the mass of raw materials consumed in production grows 
with it. This is not the case for fixed capital. ‘If five workers produce ten times as many commodities as 

                                                 
52 C3, p. 367. 
53 C3, p. 367. 
54 C3, p. 368. 
55 C3, p. 368. 
56 C3, p. 368; and Marx congratulates Ricardo for his concern at the fall in the rate of profit, for this indicated that he 
(Ricardo) understood something fundamental about the capitalist mode of production. 
57 C3, p. 368. 
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before, this does not mean that the outlay on fixed capital increases ten-fold.’58

3 

 The value of the fixed 
capital does grow with the growth in the productivity of labour, but not proportionally. 

The value of an individual commodity is the sum total of the labour it contains, both the new value created 
in production as well as that in the form of the labour passed on from means of production.59

In a given branch of production an article is produced. Its total per-unit value is £22: c = £0.50c[f] + 

£17.50c[c] = £18; δ = 100 % ; v = £2 and s = £2 (we assume that the capital in question is of average social 
composition; the commodity’s production price = its value, and profit = surplus-value). The cost price 
(pc)

 A rise in 
productivity means that the new value component falls with respect to the labour passed on, and that the 
total sum of labour contained falls too: the new value component declines faster than the old value passed 
on increases.  

60

Now, a machine is introduced which cuts the living labour absorbed in production per unit in half and at 
the same time increases by a factor of three the value proportion between the fixed capital and the constant 
circulating capital (raw materials). The per-unit cost price of the commodity now stands at £1.50c[f] + 

£17.50c[c] + 1v + 1s = £21. Since the value of the commodity has fallen by £1 – i.e. contains less labour – 
the productivity of labour has increased. But now pc = £20 (as before); and, since the average rate of profit, 
π� , remains unchanged (at 10 % ) , so the price of production , cost price plus average profit, stands at £22. 
For the capitalist, although the commodity actually incorporates less labour than before, it is more 
expensive. 

 = £20 (= c[f] + c[c] + v) ; π (= π� ) = 10 % . 

For capital, therefore, the law of increased productivity of labour is not unconditionally valid. For 
capital, this productivity is not raised simply because more living labour in general is spared than is 
added in past labour, but only if more of the paid part of living labour is spared [...]. At this point the 
capitalist mode of production falls into a new contradiction. Its historical mission is ruthlessly to expand 
the productivity of human labour, to drive it onwards in geometrical progression. It is untrue to its 
mission as soon as it starts to inhibit the development of productivity, as it does here. It thereby simply 
shows once more that it is becoming senile and has further and further outlived its epoch.61

4 

 

The rate of profit declines with the growth in total social capital, but not at the same rate: ‘[g]rowth of 
capital, i.e. accumulation of capital, involves a reduction in the rate of profit only in so far as this growth 
brings with it those changes in the ratio between the organic components of capital [...].’62

• As the minimum amount of capital necessary for given sectors of production rises, smaller capitals 
see themselves excluded. 

 

• Very large industries (railways, for example) form their capital through stock and share issues, on 
which a dividend, rather than average profit, is realised, even though great quantities of capital are 
involved. 

• Some parts of the total social capital continue to accumulate for a period on the basis of older 
techniques, with the given ratio of these components, such growth does not immediately involve a 
change in organic composition and hence does not immediately provoke a fall in the rate of profit. 

5 For the capitalist mode of production, the working population only exists in the form of labour-power: a 

                                                 
58 C3, p. 369. 
59 Point 3 here is an addition by Engels. 
60 C3, p. 118. 
61 C3, p. 371. 
62 C3, p. 372. 
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‘development in the productive forces that would reduce the absolute number of workers, and 
actually/enable the whole nation to accomplish its entire production in a shorter period of time, would 
produce a revolution, since it would put the majority of the population out of action.’63 Once again, we see 
how capitalist production acts as a barrier to production, and how the absolute development of the productive 
forces conflicts with the relative nature of capitalist production. ‘The barrier to capitalist production is the 
surplus time of the workers. The absolute spare time that the society gains is immaterial to capitalist 
production. The development of productivity is only important to it in so far as it increases the surplus 
labour-time of the working class and does not just reduce the labour-time needed for material production 
in general; in this way it moves in a contradiction.’64

6 

 

As accumulation progresses, capital is concentrated: ‘the power of capital grows’, ‘the autonomy of the 
social conditions of production, as personified by the capitalist, is asserted more and more as against the 
actual producers.’65 Capital itself (i.e. rather than capitalists) appears increasingly as a ‘social power, with the 
capitalist as its functionary’, ‘an alienated social power which has gained an autonomous position and 
confronts society as a thing, and as the power that the capitalist has through this thing.’66 But at the same 
time, there develops a contradiction ‘between the general social power into which capital has developed 
and the private power of the individual capitalists over these social conditions of production’.67 But this 
development, insofar as it ‘raises the conditions of production into general, communal, social conditions’ 
poses at the same time its own resolution. ‘This transformation is brought about by the development of the 
productive forces under capitalist production and by the manner and form in which this development is 
accomplished.’68

7 

 

All capitalists are interested in is increasing their rate of profit: ‘[n]o capitalist voluntarily applies a new 
method of production, no matter how much more productive it may be or how much it might raise the rate 
of surplus-value, if it reduces the rate of profit.’69 It is because more productive techniques make 
commodities cheaper that they are adopted: in this way the capitalist who innovates can, at first, sell above 
the price, pocketing the difference between her costs of production and the market price of other 
commodities, whose price is determined by the previously average socially necessary labour-time. But, 
through competition, the new technique is generalised; a fall in the rate of profit then ensues, first in one 
sphere of production, and then generally, ‘a fall that is completely independent of the capitalists’ will.’70 This holds 
true in all sectors of production, not just those that enter directly or indirectly in the production of workers’ 
means of subsistence. As soon as the new productive technique becomes generalised, capitalists who still 
produce according to the old technique must sell their product below its price of production; the new 
technique has reduced the labour-time socially necessary for production, so to produce at the old technique 
means producing at more labour-time than is socially necessary. Through what therefore ‘appears as the 
effect of competition’71

                                                 
63 C3, p. 372. 

 they too must also introduce the new technique mode of production which reduces 
the proportion of variable capital to constant. 

64 C3, p. 373. 
65 C3, p. 373. 
66 C3, p. 373. 
67 C3, p. 373. 
68 C3, p. 373. ‘At a certain stage of development, the material productive forces of society come into conflict with the 
existing relations of production […]. Mankind thus inevitably sets itself only such tasks as it is able to solve, since closer 
examination will always show that the problem itself arises only when the material conditions for its solution are already 
present or at least in the course of formation.’ 
69 C3, p. 373. 
70 C3, p. 374 (italicisation added). 
71 C3, p. 374. 
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The factors that reduce the price of the commodities through the application of machinery can always be 
reduced to a fall in the amount of labour absorbed by each individual commodity; but this is also 
accompanied by a fall in that part of the value of the individual commodity that represents the depreciation 
of the machinery. Hence, the more slowly a machine depreciates, the more commodities this depreciation is 
distributed over, and hence the more living labour it replaces before it needs to be replaced. As a 
consequence of both these factors, both the quantity and the value of fixed capital are increased against 
variable. 

8 Three ‘cardinal facts’ of capitalist production stand out: 

 i ‘The concentration of the means of production in a few hands, which means that they cease to appear 
as the property of the immediate workers and are transformed on the contrary into social powers of 
production. Even if this is at first as the private property of capitalists. The latter are trustees of 
bourgeois society, though they pocket all the fruits of this trusteeship.’72

 

 

ii ‘The organisation of labour itself as social labour: through cooperation, division of labour and the 
association of labour with natural science. On both these counts the capitalist mode of production 
abolishes private property and private labour, even if in antithetical forms.’73

 

 

iii The establishment of the world market. 

 ‘The tremendous productive power, in proportion to the population, which is developed within the 
capitalist mode of production, and – even if not to the same degree – the growth in capital values (not only 
in their material substratum), these growing far more quickly than the population, contradicts the basis on 
behalf of which this immense productive power operates, since this basis becomes ever narrower in 
relation to the growth of wealth; and it also contradicts the conditions of valorisation of this swelling 
capital. Hence crises.’ 

What provokes crises, in other words, it is the growth in productive power itself, on the basis of capitalist 
production, because this impedes the valorisation of capital. Accumulation impedes accumulation. 

 

                                                 
72 C3, p. 375. 
73 C3, p. 375. 
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