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Revisiting Carl Marx’s Theory of Money, Credit and Economic Cycle

Li Xiuhui Wei Sen
(School of Economics and Management, Zhejiang Ocean University, Zhoushan 316022, P.R.China;
School of Economics, Fudan University, Shanghai, 200433, P.R.China)

Abstract: The world capitalist market economy system has experienced economic crisis about every
10 years since the industrial revolution, but the reasons for the economic cycle are still controversial.
This paper comprehensively reviews Marx’s theory of business cycle, and focuses on the role of
money and credit in the modern capitalist market economy system. According to Marx, the root of
the economic crisis lies in the basic contradiction of the capitalist mode of production, that is, the
contradiction between the unlimited development of capitalist production capacity and the poverty of
the masses and their limited consumption. In the capitalist mode of production, entrepreneurs con-
stantly improve their production technology and use machines instead of manual labor in more pro-
duction links in order to pursue excess profits and gain an advantage in the competition. This will in-
evitably lead to the continuous improvement of the organic composition of capital in various produc-
tion departments, which will lead to the improvement of the average organic composition of social
capital and the decline of the average profit rate. The reason for the outbreak of economic crisis is the
deepening of many capitalist contradictions promoted by the internal contradictions of this law. In his
later works, Marx discussed the causes of cyclical economic crisis from the contradiction between
money as a measure of value and means of payment. Although the credit and credit currency of mod-
ern capitalist market economy are not the root cause of cyclical economic crisis, there will be no bus-
iness cycle without credit and credit currency. On the other hand, Marx also saw that the credit ac-
celerated and even led to the outbreak of economic crisis, and after the economic crisis, credit expan-
sion was conducive to the improvement of economic situation and the coming of economic boom a-
gain. There have been periodic economic crises in the capitalist economic system after the 20th cen-
tury, so Marx’s theory of monetary economic cycle still has a certain explanatory power today.
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