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The Overproduction of Capital.

The text of what follows below is intended to lead up
to the proposition that, under the present system, energy
applied to production tends to be diverted in greater and
greater proportion to capital goods and in less and less
proportion to consumable goods. This proposition is
important to examine, because even if it be granted that
the system distributes incomes equal to costs, it neverthe-
less provides the community with too much of one kind
of product and too little of the other.

Under the present financial system the community ha\fe
N0 power to fix the proportions in which production is
divided as to character—i.e., as to how much of it shall be
carried through to the consumable stage and how much shall
be reserved for further productive uses. For simplicity let

us denote the first category of production: Food, and the
second: Machines.

To illustrate, Supporing a community can convert
natural resources into Food without using Machines. The
whole cost of the Food is represented by Wages and can be
recovered in Prices. Next; supposing them to convert re-
sources, half into Food and half into Machines. The cost
of the Food can be recovered in Prices and the cost of the
Machines in Investments, In both examples the total cost
of production is recoverable because everything is made by
human effort rewarded by Wages. In cither example the
community can repeat the process indefinitely. 1In the
second example, provided that the Food is sufficient in
quantity to maintain them in comfort, they can g

making Food and Machines—eating the Food and accumu-
lating the Machines.

Their Wages will cover their pur-
chases and investments. So long as they do not use the
Machines they wili make ends meet. The same if
they do use the Machines, provided that nothing is de-
ducted from their Wages on account of using them,

Machinery, however, dispenses with the labour required
for a given output of products. The use of it not onl

lessens the labour cost of Food but also that of further
Machines. Imagine a ¢ i i

! at in the next month, by using the
Machine, they were able to double the rate of output—i.e.,
able to make two Machines and 1,000 lb. of Food—the
whole community being at work as in the first month.
Now if nothing were deducted from their wages in re-
spect of the use of the earlier machine, they could buy all
the new Food and invest in both new Machines with their
:61_00—paying 450 for each set of products. Each pound
Weight of Food would cost them 15, instead of 2s., and
each I\flachine 425 instead of £50. The purchasing power
of their Wages would have been doubled.
But it 15 clear that, given the above conditions, they
could achieve the.same result with any amount of Wages.
Suppose they received only half their former Wages, namely
£50, that would not make any difference to the result of
spendin and investing them, And in the third month, when
;ﬂozﬁer lachines woulg be in operation, they could get a
‘:'Jl:eth Increased quantity of Food and Machines, no matter
’ er their Wages Were increased or diminished.
ccordingly, over an extended period of time there would
M a progressive fall ip the price-level both of Food and
achines, |t Wwould take place if Wages remained
constant; and the fall 1 e g
diminished e Steeper if Wages were
be bought mer e, 85e, all the output, of hoth kinds, could
oo;:g t month by month indefinitely.
nity_on;ah_thmg might distur this happy state of affairs,
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