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INTRODUCTION: COMMODITY FETISHISM

According to economisis whose theories currently prevail in America,
economics has replaced political economy, and economics deals with scarcity,
prices, and resource allocation. In the definition of Paul Samuelson, “economics
— or political economy, as il used to be called . . . is the study of how men and
socicty chioose, with or without the use of money, to employ scarce productive
resources, which could have alternative uses, to produce various commodities
over time and distribute them {or consumption, now and in the future, among
various people and groups in society ! According to Robert Campbell, “One of
the central preoccupations of economics has always been what determines
price.”2 In the words of another expert, “Any community, the primers tell us,
has to deal with a pervasive economic problem: how to determine the uses of
available resources, including not only goods and services that can be employed
productively but also other scarce supplies.”3

If economics is indeed merely a new name for political economy, and if the
subject matter which was once covered under the heading of political economy
is now covered by economics, then economics has replaced political economy.
However, if the subject matter of political economy is not the same as that of
economucs, then the *replacement™ of political economy is actually an omission
of a field of knowledge. If economics answers different questions from those
raised by political cconomy, and if the omitted questions refer to the form and
the quality of human lifc within the dominant social-economic system, then this
omission can be called a “great evasion™.*

1Paul A. Samuelson, Economics, An Introductory Analysis, New York: McGraw
Hilt, 1967, Scventh Edition, p. | and p. 5 (italics by Samuelson). Samuelson’s
book is the prototype of the textbook currently used in American unjversities to
teach students the principles of cconomics,

2Robert W. Campbell, “Marx, Kantorovich and Novozhilov: Stoimost versus
Reality”, Slavic Review, Qctober, 1961, pp. 402-418, Reprinted 1n Wayne A,
Leeman, ed., Capitalism, Market Socialism and Central Planmng, Boston:
Hloughton Mifflin, 1963, pp. 102-118, and also in Harry G. Shaffer, The Soviet
Economy, New York: Appleton-Century-Crofts, 1963, pp. 350-366. Campbell is
currently an American Authority on Marxian Economics.

3Abram  Bergson. The FKconomics of Sower Planning, New Haven: Yale
University Press, 1964, p. 3. Bergson is dircctor of the Russian Research Center
al Harvard University and, like Campbell, fie 1s currently an Authority on
Marxian Economics.

4 After the title of William Appleman Williams' The Great Evasion, Chicago:
Quadrangle Books, 1964, Williams vividly describes some of the techniques of
the evasion: “The tactics of escape employed in this headlong dash from reality
would fill a manual of equivocation, a handbook of hairsplitting, and a
guidebook to changing the subject.” (p. 18).
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The Soviet economic theorist and tistonan 11, Rubin suggested a
definition of political cconomy which has nothing in common with the
definitions of economics quoted above. According to Rubin, “Political economy
deals with human working activity, not from the standpoint of its technical
methods and nstruments of labor, but from the standpoint of its social form. It
deals with production relations which are established among people in the
process of production.”® In terms of this definition, political economy is not the
study of prices or of scarce resources; it is o study of social relations, a study of
cutture, Political cconomy asks why the productive {orces of society develop
within a particular social form, why the machine process unfolds within the
context of business caterprise, why industrialization takes the form of capitalist
development. Political economy asks how the working activity of people is
regulated in a specific, historical form of econonty.

The contemporary American definitions of economics auoted carlier
clearly deal with different problems, raise different questions, and refer to a
different subject matter from that of political economy as defined by Rubin.
This means one of two things: (a) cither economics and political economy are
twa different branches of knowledge, in which case the “replacement” of
political economy by economics simply means that the American practitioners
of one branch have replaced the other branch, or (b) econentics is mdeed the
new name for whal “used to be called” political cconomy: in this case, by
defiming cconomics as a study of scarcity, prices, and resource allocation,
American cconomists are saying that the production relations among people are
not a legitimate subject for study. In this case the cconomists quoted above are
setting themselves up as the legislators over what is, and what is not, a legitimate
topic for intelleciual concern; they are definmg the limits of Amcencan
knowiedge. This type of intellectual legisiation has led to predictable
consequences in other societics and at other times: it has led to total ignorance
in the excluded ficld of knowledge, and it has led to large gaps and blind spots in
related fields of knowledge.

A justification for the omission of political cconomy from American
knowledge has been given by Samuelson. In the balanced, objective language of
an American professor, Samuclson says: “A billion people, one-third of the
world’s population, blindly regard Das Kupital as economic gospel. And yet,
without the disciplined study of economic science, how can anyone form a
reasoned opinion about the merits or tack of merits in the classical, traditional

5 1. 1. Rubin, Ocherki po teorii stoimosti Marksa, Moskva: Gosudarstvennoe
Izdatel'stvo, 31d edition, 1928, p. 41; present translation, p. 31. Rubin’s book
was not re-issued in the Soviet Union after 1928, and it has never before been
translated. Future page citations in this /ntroduction tefer to the present
translation.
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econamics?”® H *a billion people™ regard Das Kapital “as economic gospel™ . it
is clearly relevant to ask why only a tew million Americans regard Samuelson's
Eeonomties “as cconomic gospel™. Perhaps a balanced objective answer might he
that “*a billion people™ find little that is relevant or meaningful in Samuelson’s
celebrations of American capitalism and  his exercises i two-dimensional
geometry, whereas the few million Americans have no choice but to learn the
“merits it the classical, traditional economics™. Samuelson’s rhetorical question
- “And yet, without the disciplined study of econamic science, how can anyone
form a reasoned opinion about the merits 7 s clearly a two-edged sword,
since it can be asked about any major cconamic theory, not merely Sumuelson’s:
and it clearly behooves the student to druw hiis own conclusion and make his
own choice after a “disciplined study™ of all the major economic theories, not
merely Samuelson’s,

Although Samuelson, in his introductory textbook, devotes a great deal of
attention to Marx, this essay will show that Samwuelson’s treatment hardly
amounts to a “disciplined study’ of Marx’s political economy.

The present essay will outline some of the central themes of Marx’s
political economy, particularly the themes which are treated in Rubin'’s Eysays
on Marx’s Theory of Value. Rubin's book is a comprehensive, tightly argued
exposition of the core of Marx’s work, the theory of commoadity fetistusm and
the theory of value. Rubin clarifies misconceptions which have resulted. and stifl
result. from superficial readings and evasive treatments of Marx’s work,

Muarx’s principal aim was not to study scarcity, or to explain price, or {o
allocate resources, but to analyze how the working activity of people is regulated
in a capitalist ecconomy. The subject of the analysis is a determined social
structure, a particular culture, namely commodity-capitalism, a social form of
economy in which the refations among people are not regulated directly, but
through things. Consequently, “the specific character of cconomic theory as a
science which deals with the commaodity capitalist cconomy lies precisely in the
fact that it deals with production relations which acquire matenal forms.”
(Rubin, p. 47).

Marx’s central concern was human creative activity, particularly the
determinants, the regulators which shape this activity in the capitalist {form of
cconomy. Rubin’s thorough study makes it clear that this was not merely the
central concern of the “young Marx™ or of the “old Marx™, but that it remained
central to Marx in all his theoretical and historical works, which extend over half
a century, Rubin shows that thus theme gives the unity of a single work to fifty
vears of research and writing, that this theme is the content of the labor theory
of value, and thus that Marx’s economic theory can be understood only within
the framework of this central theme. Marx’s vast opus is not a series of
disconnected epwsodes, cach with specific problems which are later abandoned.

8Ramuelson, op. cit., p. 1.
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Consequently, the frequently drawn contrast between an “idealistic young
Marx™ concerned with the philosophical problems of human existence, and a
“realistic old Marx” concerned with technical economic problems,” is superficial
and misses the essential unity of Marx’s entire opus. Rubin shows that the
central themes of the “young Marx™ were bemyg stilf further refined in the final
pages of Marx’s last published work; Marx continually sharpened his concepts
and frequently changed his ternunology, but his concerns were not replaced.
Rubin demonstrates this by tracing the central themes of works which Marx
wrote mn the early [840°s through the third volume of Capital, published by
Engels in 1894,

In the different penods of his productive life, Marx expressed his concern
with human creativity through different, though related, concepts. In his early
works, Marx unified his ideas around the concept of “alienation” or
“estrangement”. Later, when Marx refined his ideas of “‘reified” or “congealed”
labor, the theory of commodity fctishism provided a focus, a unifying
framework for his analysis. In Marx’s later work, the theory of commodity
fetishism, namely the theory of a society in which refations among people take
the form of relations among things, the theory of a society m which production
relations are reified, becomes Marx’s “general theory of production relations of
the commodity-capitalist cconomy”. (Rubin, p. 3 ). Thus Marx's theory of
value, the most frequently criticized part of his political economy, can only be
understood within the context of the theory of commodity fetishism, or in
Rubin’s words, the “ground of Marx’s theory of value can only be given on the
basis of his theory of commodity fetishism, which analyzes the general structure
of the commaodity cconomy”. (p. 61).

This essay will exanine the relationship between the concept of alienation,
the theory of commodity fetishism and the theory of value, and it will be shown
that the three formulations are approaches to the same problem: the
determmation of the creative activity of people in the capitalist form of
cconomy. This exanmumation will show that Marx had no interest per se mn
defimmg a standard of vatue, in developing a theory of price isolated from a
histoncally specific mode of production, or in the efficient allocation of
resources. Marx’s work s a cntical analysis of how people are regulated in the
capitalist economy; it is not a handbook on how to regulate people and things.
The subtitle of Marx’s three volume Capiral is “Cnitique of Political Economy™,

TFor exampte: “Cunously enough, it was the very young Marx {writing 1n the
carly 1840°s) who developed ideas very much in the mood of other systems of
thought that have such great appeal to the mentality of the 1950’s and 1960's:
psychoanalysis, existentialism, and Zen Buddhism. And contranwise, the work
of the mature Marx, which stressed economic and political analysis, has been fess
compelling to mieliectuals of the advanced Western nations since the end of
World War 11" Robert Blauner, dAlicnation and Freedont. The Factory Worker
and His Industry, Chicago. Umiversity ol Chicago Press, 1964, p. 1.
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and not “Manual for Efficient Management”. This does not mean that Marx did
not consider problems of resource affocalion important: it means that he did not
consider them the central concern ol political economy, a science of socia
relations.

Marx's first approach to the analysis of social relations in capitalist society
was through the concept of alienation, or estrangement. Afthough he adopted
the concept tfrom Hegel, already i his earliest works Marx was critical of the
content which Hegel gave to the concept. “For Hegel the essence of man - man
- equals self-consciousness. All estrangement of the human sssence s therefore
nething bt estrangement of self-consciousness.”™8 For Mais in 1844, Llegel's
treatment  of consciousness as man’s essence s “a Indden and mystifymg
criticism’”, bhut Marx observes that “inasmuch as it grasps steadily man's
estrangenment, even though man appears only v the shape of mind, there lic
concealed i it @l the elements of criticis, already prepared and elahorated in a
manner often rising iar above the Hegelinn standpoint.™ Thus Marx adopts the
concept of “estrangement” as a powerful tool for anatysis, even though he does
not agree with Hegel about what is estranged, namely he does not agree that
thinking is the essence of man. For Muarx in 1844, man’s cssence 1s farger than
thought, larger than self-consciousnesss it s mun's creative activity, us fabor . in
all its aspects. Marx considers consciousness to be only one aspect of man’s
creative activity. Thus, while hie concedes that Hegel “grasps labor as the essence
of nan,” he points out that “The only labor which Hegel knows and recognizes
s abseractly mental labor” 10 But Hegel does not only define self-consciousness
as man’s essence, he then proceeds to accommodate himself to alienated,
externalized modes of consciousness, namely to refigion, philosophy and state
power; Hegel “confirms this in its alienated shupe and passes it off as his true
mode of being - reestablishes it, and pretends to be ar home in his other-being
as such. Thus, {for mstance, after annulling and superseding religion, after
recogmzang religion lo be a product of self-alienation, he yet finds confirmation
of himsetf in refigion as religion. Here is the root of Hegel's false posttivism, or of
his merely apparent ciiticsm.” U However for Marx “There can therefare no
longer be any question about an act of accommodation” and he explams, “I{'1
know religion as efiengted human self-conscronsness, then what T know i it as
religion is not my self-consciousness, but my aticnated sell-consciousness. . ."t2
in other words, even though Hegel formulated the concept of alienation, he was
yet uble to accommodate lumselt to religion and state power, namely to
alienated forms of existence which negate man's essence even in Hegel's

8 arl Marx, The Feonopue and Philosophie Manusenpts of 1844, New York:
International Publishers, 1964, p. 178,

927hid.. p. 176, (ltalics in ongnal.)

Wibd. p. 177,

g, p. 184,

L21md., p. 185,



Xiv INTRODUCTION

definition (as consciousness).

Thus Marx set himself two tasks: to reshape the concept of alienation, and
to redefine man’s essence. For this purpose Marx turned to Feuerbach, who
completed the first task for him, and who went a long way in providing a
provisional solution to the second. The solution to both tasks could be
approached if practical, creative activity and the working relations of people
with each other, were made the center, the focal point of theory. Only then
would it be possible to see that refigion, and phitosophy as well, are not forms of
realization but rather forms of alicnation of man’s essence. Marx acknowledged
his debt: “Feuerbach’s great achievement is: (1) The proof that philosophy is
nothing else but religion rendered into thought and expounded by thought,
hence equally to be condemned as another form and manner of existence of the
estrangement of the essence of man: (2) The establishment of true materialism
amd of real science, since Feuerbach also makes the social relationshup ‘of man {0
man’ the basic principle of the theory .. ."13

Marx acknowledged Feuerbach’s role in reshaping the concept of
alienation, namely in grasping religion and philosophy as alienations of the
essence of man. However, a year later, in tus Theses on fleuerbach of 1845, Marx
expresses  dissatisfaction  with  Feuerbach’s grasp of the human  cssence.
“Feuerbach resolves the essence of religion into the essence of man™, but for
feuerbach the essence of man remains something isolated, unhistorical, and
therefore abstract. For Marx, “the essence of man is not an abstraction inherent
in each particular ndividual. The real nature of man s the totality of social
refations.™* Marx generalizes his dissatisfaction with Feuerbach: “The chief
defect of all previous materislism (including that of Feuerbach) is that things,
reality, the sensible world, are conceived only in the form of objects of
observation, but not as human sense activity, not as practical aciivity .. .15
Marx makes this charge more specific in a later work, where he says that
Feuerbach *'still remains in the realm of theory and conceives of men not in
their given social connection, not under their existing conditions of life, which
have made them what they are”, and therefore “he never arrives at the really
existing active micn, but stops at the abstraction ‘man’ ... he knows no other
‘human relationships’ ‘of man to man’ than love and friendship, and even then
idealized . . . Thus he never manages to conceive the sensuous world as the total
living sensuous activity of the individuals composing it.”16

Marx 15 able to reject Feuerbach’s definition of man as an abstraction

Y3 0had., p. 172.

Y4 arl Marx, Theses on Feuerbach, in T.B. Bottomore and Maximillien Rubet,
cditors Karl Marx. Selected Writings in Sociology and Sociwel Philosophy, New
York: McGraw [ill, 1964, p. 68,

YS7h1d ., p. 67,

16Karl Marx and Fredenick Engels. The German [deology . Mascow: Progress
Publishers, 1964, pp. 58-59.
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because, already in an carly essay on “Free Human Production”, Marx had
started to view man in {ar more concrete terms, namely he had already started to
view the world of objects as a world of practical human activity, creative
activity. In this early essay, written in 1844, Marx's conception of man is still
unhistorical; he did not explicitly reject this unhistorical view until he wrote The
German Ideology with Engels in 1845-46, and the Poverty of Philosophy
1847. However, this carly essay alrcady brings human creative activity into
focus, and thus it also points to the “essence’ which is alienated in capitalist
socicty. Marx asks the reader to imagine human beings outside of capitalist
society, namely outside of history: “Suppose we had produced things as human
beings: n his production each of us would have rwice affirmed himseif and the
other. {1) In my production 1 would have objectificd my individuality and its
particularity, and in the course of the activity 1 would have enjoyed an
individual fife; in viewing the object 1 would have experienced the individual joy
ol knowing my personality as an objective, sensuously perceptible, and
indubitable power. (2) In your satisfaction and your use of my product [ would
have had the direct and conscious satisfaction that my work satisfied a human
need, that it objectified fusnan nature, and that it created an object appropriate
to the need of another human being ... Our productions would be so many
mirrors reflecting our nature ... My labor would be a free manifestation of life
and an emjoyment of life.”17 1t is precisely this labor, this free production, this
free manifestation and enjoyment of life, which is alienated in capitalist society:
“Under the presupposition of private property my labor is an externglization of
life because 1 work in order to live and provide for myself the means of living.
Working is not living.” At this point Marx vividly contrasts the idea of free,
unalienated labor, with the alienated wage-labor — he calls it forced labor — of
capitalist society: “Under the presupposition of private property my
individuality is externalized to the point where [ fizte this activity and where it is
a torment for me. Rather it is then only the semblance of an activity, only a
forced activity, imposed upon me only by external and accidental necessity and
not by an internal and determined necessity .. My labor. therefore, is
manifested as the objective, sensuous, perceptible, and indubitable expression of
my self-loss and my powerlessness.” 18

Thus Marx 1s led to a contrast between an unalienated, ideal, unhistorical
man, and the alienated man of capitalist society. From here, we might
follow Rubin and show the relationship of this contrast between the
ideal and the actual to the later contrast between productive forces and refations
of production. The later contrast becomes the basis for Marx’s theory of

17 ¥rom “Excerpt-Notes of 1844 in Writings of the Young Marx on Philosophy
and Scvcrety | translated and edited by Loyd D. Easton and Kurl H. Guddat,
Garden City: Anchor Books, 1967, p. 281 (Italics in original)

187bid ., p. 281-282.
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commodity fetishism, and thus for his thcory of value. However, before
returning to Rubin's exposition, we will digress slightly to examine two types of
interpretation which have recently been made of Marx’s early works. One holds
that Marx’s theory of alienation can be accepted and applicd without his critique
of capitalism, and the other holds that the writings of 1844 contain the
quiniessence  of Marx’s  thought and that the later works are merely
reformuiations ot the same insights,

The sociologist Robert Blauner reduces alienation to “a quality of personal
expericnce which results from specific kinds of social arrangements.”? On the
basis of this reduction Blauner says that “Today, most social scientists would say
that alienation is not a consequence of capitalism per se¢ but of employment m
the large-scale organizations and impersonai burcaucracics that pervade all
mndustrial societics.”?® In other words, Blauner defines alienation as a
psychological, personal experience, as something which the worker feels, and
which s consequently in the mind of the worker and is not a structural feature
of capitalist society, For Blauner to say that alicnation so deflined “is not a
consequence of capitalism™ is then a tauwology. 1t 15 Blauner's very definition
which makes it possible for him to treat alienation as a consequence of industry
(namely the productive forces) and not as a consequence of capitalism {(namely
the social refations).

However, regardiess of what “most social scientists would say.” in Marx's
work alienation is refated to the structure of capitalist society, and not to the
personal experience of the worker. It is the very nature of wage-labor, the basic
social relation of capitalist sociely, which accounts for alienation: “The
following clements are contained in wage-labor: (1) the chance relationship and
alienation of tabor from the laboring subject: (2) the chance relationship and
alienation of labor from its object; (3) the deternunation of the laborer through
social needs which are an alien compulsion to lim, a compulsion to which he
subuuts out of egoistic need and distress — these social needs are mercly a source
of providing the necessities of life for him, just as he is merely a slave for them;
(4) the maintenance of his individual existence appears to the worker as the goal
ol his activity and his real action is only a means; he lives to acquire the means
of living."?1 In fact, Marx very explicitly focated alicnation at the very root of
capitalist society: “To say that man alienates himself is the same as saying that
the society of this alicnated man is the caricature of his actual common life, of
his true generie life. His activity, therefore, appears as torment, his own creation
as a force alien to hum, his wealth as poverty, the essential bond connecting him
with other men as something unessential so that the separation from other men
appears as his true existence.” Marx adds that this capitalist society, this

19R1auner, Alienation and Freedom. The Factory Worker and his Industry, p.
15.

207bid ., p. 3

21grom “Excerpt-Notes of 1844, loc. cit.. p. 275-276.
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caricature of & human community, is the only form of society which capitalist
economists are able to imagine: “Society, says Adam Smith, is a connmercial
enterprise. Each of its members is a merchant. 1t is evident that political
economy establishes an alienated form of social intercourse as the essential,
original, and definitive human form.”22

In the Leconomic and Philosophic Manuscripts of 1844, Marx applies
Feuerbach's concept of man’s alicnation of himself in religion, to man’s
alienation of himself in the product of his labor. The following passage comes
very close to describing the world of commodities as a world of fetishes which
regulate and dominate human life: “The more the worker expends himself in his
work, the more powerful becomes the world of objects which he creates in face
of himself, and the poorer he humself becomes in tus inner life, the less he
befongs to hunself. It is just the swme as in religion. The more of himself man
attributes to God, the less hie has left in himself. The worker puts his life into the
object, and his life then bejongs no longer to him but to the object. The greater
his activity, therefore, the fess he possesses ... The alienation of the worker in
his product means not only that his labour becomes an object, takes on its own
existence, but that it exists outside him, independently and alien to him, and
that it stands opposed to him as an autonomous power. The life which he has
given to the object sets itself against him as an alien and hostile force.”23 fn the
same work, Marx comes very close to defining the product of labor as congealed
labor, or reified labor, a formulation which is to reappear more than twenty
years later in his theory of commodity fetishism: “The object produced by
labour, its product, now stunds opposed to it as an alien being, as a power
independent of the producer. The product of labour is labour which has been
embodied in an object, and turned into a physical thing; this product is an
objectification of labour.” The labor which is lost by the worker is appropriated
by the capitalist: * . .. the alienated character of work for the worker appears
in the fact that it is not his work but work for someone else, that in work he
does not belong to himself but to another person.”?4 The result of this
alienation of the worker’s creative power is vividly described by Marx n a
passage that summarizes the qualitative aspect of his theory of cxplotiation:
“The less you are, the less you express your own life, the preater is your
alienared hife, the more you have, the greater is the store of your estranged being.
Everything which the political cconomist takes from you in life and in
humanity, he replaces for you in money and in wealth .. .”?% The producer
aljenates his creative power, in fact he sells it to the capitalist, and what he gets
in exchange is different in kind from that creative power: in exchange for the

221d., p. 272.

23Bottomore and Rubel, eds., op. cit., p. 170.

247pi4  p. 171 and 170.

25Karl Marx, Economic and Philosophic Manuscripts of 1844 New York:
international Publishers, 1964, p. 150.
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creative power he gets things, and the less he is, as a creative human being, the
more things he has.

These formulations make it clear that, for Marx, alienation is inherent in
the social relations of capitalist society, a society in which one class appropriates
the labor which another class alienates; for Marx, wage-labor is, by definition,
alicnated labor. In terms of this definition of alienated labor, the statement that
“alienation is not a consequence of capitalism™ is meaningless.

The Yugostav philosopher Veljko Kora¢ has presented the theory of
alienation formulated by Marx in 1844 as the final form of Marx’s theory and
Koraé summarized this theary as follows: “Establishing through critical analysis
man’s alicnation from man, from the product of his labor, even from his own
human activity, Marx raised the question of abolishing all these forms of
dehumanization, and the possibility of restoring human society.””26 In 1844
Muarx did indeed speak of “rchabilitating” (if not exactly of “restoring™)
“huaman society”™: “Communism . . .15 hence the actual phase necessary for the
next stage of historical development in the process of human emancipation and
rehabilitation. Communism is the necessary pattern and the dynamic principle of
the immediate future, but communism as such 15 not the goal of human
development - wihich goal is the structure of buman society.”27 In some
passages of the Feonomic and Philosophic Manuscripts, Marx even spoke of
comumunism as a return of human nature: “Communism is the positive abolition
of private property, of human self-alienation, and thus, the real appropriation of
human nature, through and for man. [t is therefore the return of man himself as
a social, that is, really buman, being, 2 complete and conscious return which
assimilates afl the wealth of previous devetopment. Communism as a complete
naturalism is humanism, and as a complete humanism is naturalism ... The
positive abolition of private property, as the appropriation of human life, is thus
the positive abolition of all alienation, and thus the return of man from religion,
the family, the State, etc., to his human, i.e.. social life.28 In 1844, Marx had
also defined the agent, the social class, which would carry through this
reappropriation of man’s creative power, this return of man’s human essence; it
would be “a class with radical chains, a class in civil society that is not of civil
society, a class that is the dissolution of all classes, a sphere of society having a
universal character because of its umiversal suffering and claiming no particular
right because no particular wrong but unqualified wrong is perpetrated on il; a
sphere that can invoke no rraditional title but only a fuenan title . . .722 Marx
even described some of the social relations of an unalienated, human society:

26yeijko Korac, “In Search of Human Society,” i Erich Fromm, editor,
Socialist Humanism, Garden City: Anchor Books, 1966, p. 6. (Italics in original.)
27 Marx, Economic and Philosophic Manuscripts of 1844, p. 146,

28goitomore and Rubel, eds., op. cit., pp. 243-244.

29Easton and Guddat, Writings of the Young Marx on Philosophy and Society,
pp. 262-263,
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“Assume man to be man and his relationship to the world to be a human one:
then you can exchange love only for love, trust for trust, etc. If you want to
enjoy art, you must be an artistically cultivated person .. .39

Thus there is no doubt that in 1844, Marx spoke of a human society and a
human essence which could be rehabilitated, returned, or restored. However,
powerful and suggestive though these passages are, they cannot be viewed as the
final formulation of Marx’s social and economic theory, nor can Marx’s later
works be treated as mere re-statements of the same ideas. Erich Fromm is aware
of this when he writes: “In his earlier writings Marx still called ‘human nature in
general’ the ‘essence of man.” He later gave up this term because he wanted to
make it clear that ‘the essence of man is no gbstraction . .. Marx also wanted to
avoid giving the impression that he thought of the cssence of man as an
unhistorical substance.”3! Fromm is also aware that Marx’s concept of
alienation, “although not the word, remains of central significance throughout
his whole later main work, including The Capital. 32 Fromm does not, however,
examine the stages which fed from the concept of alienation to the theory of
commodity fetishism, and in Fromm’s own philosophical framework, the central
probiem 1s “to cease being asicep and to become human”. For Fromm this
involves primarily changing one’s ideas and one's methods of thinking: "] believe
that one of the most disastrous mistakes in individual and social life consists in
being caught n stercotyped alternatives of thinking . . . [ believe that man must
get rid of iHusions that enslave and paralyze him, that he must become aware of
the reality inside and outside of him in order to create a world which needs no
illusions. Freedom and independence can be achieved only when the chains of
illusion are broken.”33

In the Preface to The German Ideology, Marx ndicules would-be
revolutionaries who want to free men from stercotyped alternatives of thinking,
from the illusions that enslave and paralyze men. Marx has these revolutionaries
announce: “Let us liberate them from the chimeras, the ideas, dogmas,
imaginary bemngs under the yoke of which they are pining away. Let us revolt
against the rule of thoughis. Let us teach men, says one, to exchange these
imaginations for thoughts whiclh correspond to the essence of man; says the
second, to take up a cntical attitude to them: says the third, to knock them out
of their heads; and existing reality will coltapse.” Then Marx draws the ridicule
to its conclusion: “Onece upon a time a valiant fellow had the idea that men were
drowned in water only because they were possessed with the idea of gravity 1T
they were to kaock this notion out of their heads, say by stating it to be a
superstition, a religious concept, they would be sublimely proof against any

I0Marx, Eeonomic and Philosophic Manuscripts, p. 169.

31krich Fromm, Beyond the Chains of IHusion, New York: Pocket Books, Inc.,
1962, p. 32

321hid ., p. 49.

33rhid., pp. 196-197
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danger from water.”34 In a letter written at the end of 1846, Marx turned the
same ‘critique against P.J. Proudhon: . . in place of the practical and violent
action of the masses . .. Mansieus Proudhon supplies the whimsical motion of
his own head. So it is the men of learning that make listory, the men who know
how to purloin God’s secret thoughts. The common people have only to apply
their revelations. You will now understand why M. Proudhon is the declared
enemy of every political movement. The solution of present problems does not
lie for him in public action but in the dialectical rotations of his own mind.”’3%

Between 1845 and 1847, Marx also abandons his carlier conception of a
human essence or a human nature to which man can return: “As individuals
express their tife, so they are. What they are, therefore, coincides with their
production, both with what they produce and with fow they produce. The nature
of individuals thus depends on the matenal conditions determining their
production.”3% In fact, Marx goes on to say that man’s ideas of his nature or his
essence are themselves conditioned by the material conditions in which men find
themselves, and therefore man's “‘essence”™ is not something to which he can
return, or even something which he can conceive in thought, since it is
constantly in a process of historical change. “Men are the producers of their
conceptions, ideas, etc. - real, active men, as they are conditioned by a definite
development of their productive forces and of the intercourse corresponding to
these ... Consciousness can never be anything ¢lse than conscious existence,
and the cxistence of men is their actual-life process.” Consequently, “we do not
set out from what men say, imagine, conceive, nor from men as narrated,
thought of, imagined, conceived, in order to arnive at men in the flesh. We set
out from real, active men, and on the basis of their real lifc-process we
demounstrate the development of the ideological reflexes and echoes of this
life-process.”37 Thus unlike the philosopher we quoted earlier, Marx no fonger
begins his analysis with “Marx’s concept of Man™; he begins with man in a given
cultural environment. Marx systematized the relationship between technology,
social relations and ideas in The Poverty of Philosophy in 1847: “In acquiring
new productive forces men change their mode of production, and in changing
their mode of production ... they change ali their social relations. The handmill
gives you socicty with the feudal lord. the steammill, society with the industrial
capitalist. The same men who establish their social relations in conformity with
their material productivity, produce also principles, ideas and categories, in
conformity with their social relations.””® The next step s to pull man's
*“essence” into history, namely to say that man has no essence apart from his

34Marx and Engels, The German Idecology , p. 23-24.

351 ctter of Marx to P.V. Annenkov. December 28, 1846, in Karl Marx, The
Poverty of Phitlosophy, New York: International Publishers, 1963, p. 191.
36Marx and Engels, The German ldeology  p. 32.

371bid ., p. 37,

38Marx, The Poverty of Philosophy ., p. 109
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historical existence, and this is precisely what Marx does when he says that the
“sum of productive forces, capital funds and social forms of intercourse, which
every individual and generation finds in existence as something given, is the real
basis of what the philosophers have conceived as ‘substance’ and ‘essence of
man’ .. .39

Here Marx’s contrast between an ideal, unalicnated society, and the real
capitalist society, has come to an end. Man creates the material conditions in
which he lives, not in terms of an ideal society which he can *“restore”, but in
terms of the possibilities and the limits of the productive forces which he
inherits. Marx defines these historical limits and possibilities in the letter from
which we quoted earlier: ** ... men are not free to choose their productive
Jorces — which are the basis of all their hustory — for every productive force is an
acquired force, the product of former activity. The productive forces are
therefore the result of practical human energy; but this cnergy is itself
conditioned by the circumstances in which men find themselves, by the
praductive forces already acquired, by the social form which exists before they
do, which they do not create, which is the product of the preceding generation.
Because of this ... a history of humanity takes shape which is all the more a
lustory of humanity as the productive forces of man and therefore his social
relations  have been more developed.”™@ People won freedom for
themselves each time to the extent that was dictated and permitted not by their
ideaf of man, but by the existing productive forces.”* 1

Marx has resolved man’s essence into the historcal conditions in which
man exists, and thus he has heen led to abandon the conflict between the
alienated man of capitalist society and his unalicnated human essence. However,
Rubin points out that over a decade later, in 1859, the conflict reappears on a
new plane, no longer in the form of a conflict between ideal and reality, but as a
conflict hetween productive forces and social refations which are both parts of
reality: “Atl a certain stage of thewr development, the material forces of
production in society come into conflict with the existing relations of
production ... From forms of development of the forces of production these
relatrons turn inte their fetiers. Then comes the period of social revolution.”42

39Marx and Engels, The German Ideology, p. 50.

40 etter of Marx to Annenkov, loe. cit., p, 181,

31 Marx and Engels, The German ldeology, p. 475.

A2Kart Marx, A Contribution to the Critique of Political Economy, Chicago:
Charles H. Kerr & Co.. 1904, p. 12. It is interesting to note that at this point,
Marx Degins to develop a general theory of cultural development and cultural
change, or what the anthropologist Leslic White has called a “‘science of
culture.” (See Lestie A, White, The Science of Culture, New York: Grove Press,
1949.) The paragraph which contains the passage quoted above also contains the
following formulation: “‘Just as our opinion of an individual is not based on
what he thinks of himself, so can we not judge of such a period of
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Having pointed 1o the relations of production, namely the social refations
among people m the process of production, as the framework within which
man’s productive forces, his technology, develop, and as fetters which may
obstruct the further development of technology, Marx now turns to a detailed
charactenzation of the relations of production of capitalist sociely. And having
abandoned the study of man’s essence for the study of man’s historical situation,
Marx also abandons the word “afienation™, since the carlier use of the word has
mtade 1t an abbreviated expression for “man’s alicnation from his essence™.
Already in The German [deology, Marx had referred sarcastically to the word
“estrangement” (or alienation) as “a term which will be comprehensible to the
philosophers™ 42 implymg that 1t was no.longer an acceptable term to Marx.
However, even though he abandons the word, Marx continues to devetop the
content which he had expressed with the word, and this further development
takes Marx far beyond lus carly formulations, and just as far beyond the
theonsts whe think the concept of atienation was fully developed and completed
in the fleonomic and Philosophical Manuscripts of 1844. Rubm shows that ths
further development of the concept of alienation takes place precisely in the
theory of commodity fetishism and the theory of value, and so [ will now turn
to Rubin’s exposition of these theories and will attempl to make explicit their
consiections with the concept of alicnation .44

Rubin outlines Mirx’s trapsition from the concept of alienation to the

transformation by its own consciousness; on the contrary, this consciousness
must rather be cexplamned from the contradictions of material life, {rom the
exasting conflict between the material forces of praduction and the retations of
production. No social order ever disappears before all the productive forces, for
wiiich there 1s room n it, have been developed: and new higher relations of
production never appear before the material conditions of their existence have
matured v the womb of the old society. Therefore, mankind always takes up
only such problems as tt can solve; since, iooking at the matter more closely, we
will always {ind that the problem itself arises only when the matenai conditions
necessary for its selution already exist or are at least in the process of
formation.” {(pp. 12-13.)

43Marx and Engels, The German fdeology, p. 46.

44C. Wright Mills did not see the connection between the concept of alienation
and Marx's later work, namely the three volumes of Capital, and consequently
Mills reduced the question of alienation to “the question of the attitude of men
toward the work they do.” As a result, Mills was disappointed with Marx on this
score: “to say the least, the condition in which Marx left the conception of
alienation 1s quite incomplete, and brilliantly ambiguous,” (C. Wright Mills, The
Marxists New York: Dell Publishing Co., 1962, p. 112}
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theory of commodity fetishism m the following terms: “In order to transform
the theory of ‘alienation’ of human relations into a theory of ‘reification’ of
social relations (i.e, mto the theory of commodity {etishism), Marx had to
create a path from utopian to scientilic socialism, from negating reality in the
name of an ideal to seeking withm reality itself the forces for further
development and motion.” (Rubin, p. 57). The link between alienation and
commodity fetishism s the concept of ‘reification’ {(materialization or
objectificution) of social relations. Rubin traces certain stages m Marx’s
formulation of the concept of reification. (n the Contribution to the Critique of
Potitical Economy of 1859, Marx noted that in capitalist society, where labor
creates commoditics, “the social relations of men appear in the reversed form of
a social relation of things.” % In this work, socual relations among people merely
“appcar” tu fake the form of things, they merely scem (o be reified.
Consequently, Marx calls this reification a “mystification”, and e attributes 1t
to “the habit of everyday life” 46

However, in Volume 1 of Capital, this reification of social relations 1s no
longer merely an appearance in the mind of the individual commodity producer,
and it is no longer a result of the commodity producer’s thinking habits. Here,
“the materialization of production refations does not arise from ‘habits™ but
from the internal structure of the commodity economy. Fetishism is not only 4
phenomenon of social consciousness, but of social being.” (Rubin, p. 59). The
cause of the fetishism, namely the cause of the fuct that relations among people
take the form of relations among things, 1s to be lound in the characteristics of
capitalist economy as a commodity economy: “The absence of direct regulation
of the social process of production necessarily leads to the indirect regulation of
the production process through the market, through the products of labor,
through things.” (Ihid. ).

Conscquently, the reification of social relations and the fetishism of
commoditics are not “‘chains of illusion™ which can be “broken™ within the
context of capilalist sociely, because they do nol arise from *stereotyped
alternatives  of thinking” (Erich Fromm). The capitalist form of social
production “necessarily leads’ to the reification of social relations: reification s
not only a “consequence” of capitalism; it 1s an inseparable aspect of capitalism.
Concrete, unalienated labor which is a creative expression of an individual’s
personality, cannot take place within the production process of capitalist
society. The labor which produces commodities, namely things for sale on the
market, is not concrete but abstract labor, “abstractly-general, social labor which
arises from the complete alienation of individual labor” (Rubin, p. 147). In the
commodity cconomy labor is nol creative activity; it is the expenditure of
labor-time, of labor-power, of homogencous human labor, or labor in gencral.

45Marx, A Contribution to the Critique of Political Economy . p. 30.
A6 1hid,
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Nor is this the case at all times and in all places. *Only on the basis of
commodity production, characterized by a wide development of exchange, a
mass transfer of individuals from one activity to another, and indifference of
individuals towards the concrete form of labor, is it possible to develop the
homogeneous characier of all working operations as forms of human labor in
general” (Rubin, p. 138). In capitalist society, this labor-power which produces
commodities is itself a commodity: it is a thing which 1s bought by the capitalist
from the worker, or as Paul Samuelson puts it: “A man is much more than a
commodity. Yet it is true that men do rent out their services lor a price.”87?
Thus labor in capitalist society is reified labor; it 1 labor turned into a thing,

The reilied labor of capitalist society, the abstract, homogeneous
labor-power which is bought by the capitalist for a price, is crystallized,
congealed in commodities which are appropriated by the capitalist and sold on
the market. The laborer literally alienates, estranges his creative power, he sells
it. Since creative poawer refers to an individual’s conscious participation in the
shaping of his matenial environment, since the power to decide is at the root of
creation, it would be more accurate to say that creative power simply does not
exist lor the hired worker i capitalist society. Tt is precisely the power 1o shape
hus circumstances that the taborer sells to the captialist: it 1s precisely this power
which is appropriated by the capitalist, not only in the form of the
homogencous labor-time which be buys for 4 price, bul also in the form of the
abstract labor which is congealed i commodities. This reified labor, this abstract
fabor which is crystallized, congealed in commodities, “acquires a given social
form™ in capitalist society, namely the form of value. Thus Marx “makes the
‘form of value™ the subject of his examination, namely value as the social form of
the product of tabor - the form which the classical economists took for granted
.7 (Rubin, p. 112} Thus, through the theory of commodity fetishism, the
concept of reified labor becomes the link between the theory of alienation in the
Economic and Philosophic Manuscripts of 1844 and the theory of value n
Cupital.

Marx’s explanation of the phenomenon of reification, namely of the fact
that abstract {abor takes the “form of value™, 15 no longer m ferms of penple’s
habits, but in terms of the characteristics of a commodity ecconomy. [n Capital,
Marx pomnts out that relutions among people are realized through things, and
that this 1s the only way they can be realized in & commodity economy: “The
social  connection between the working activity of ndividual commadity
producers is realized only through the equalization of all conerete forms of
labor, and tius cqualization s carried oul e the form of an cqualization of all
the products of labor as values ™ (Rubin, p. 130). This is not only true of
relations among capitalists as buyers und sellers of the products of labor, but also
of relations between capitalists and workers as buyers and seilers of labor-power,

47Samuelson, Fconomics, p. 542.
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[t is to be nated that in the commaodily econoiny, the faborer hisnself is a “free,
independent”  commadity  producer. The commodily he  produces s his
tubor-power: he produces this commodity by eating, sleeping and procreating. In
David Ricardo’s language, the “natural price of {abour™ js that price which
enitbles laborers “to subsist and perpetuate their race™ 8 namely to reproduce
their labor-power, The worker selis his commoditly on the labor market in the
form of value, and in exchange for a given amount of his commodity,
labor-power, he receives a given sum of value, namely money, which he in turn
exchanges for another sum of value, nantely consumer poods.

It is to be noted that the laborer does not exchange crealive power for
creative power. When the worker sells his labor-power as abstract labor in the
form of value, he totally alicnates his creative power. When the capitadist buys a
given quantity of the waorker's fabor-power, say eight hours of tabor-power, he
does not appropriate merely a part of that quantity, say four hours, iny (he fonm
of surplus labor; the capitalist appropnates all eight hours ol the worker’s
fabor-power. This tabor-power then crystallizes, congeals in a given quantity of
commadilies which the capitalist sells on the markel, which he exchanges as
vitlues (or equivalent sums of money. And whal the laborer gets back for hus
alienated labor-power 15 a sum of money which 1s “equivalent in value™ (o the
fuhor-power. This relation of exchange of “equivalent values”™, namely the
exchange of a given number of hours of labor-power for a given sum of money,
conceals o quantitative as well as a qualitative aspect of exploitation. The
quantitative aspect was treated by Marx in hus theory of explostation, developed
in Volume | ol Caprtal. The amount which the capitalist receives i exchange lor
the conmmaodities he sells on the market s larger than the amount which he
spends for the production of the commeodities, which means that (he capitalist
appropnates a surplus in the form of profit. The qualitative aspeet was treated
by Marx m his theory of alienation, and further devetoped in the theory of
commodity {etishism. The two terms of the equivalence relation are not
equrvitlent qualities: they are different in kind. What the worker receives in
exchange lor his alienated creative power s an “equivalent” only in a
commadily economy, where man’s creative power iy reduced (0 a marketable
commudity and sold as a value. [n exchange for his creative power the worker
receives o wage or a salary, namely a sum of money, and in exchange for this
money he cun purchase products of tabor, but he cannot purchase creative
power. In other words, i exchange for his creative power the faborer gets things.
Thus when Marx speaks of” the capitalist’s appropriation of “surplus value™ or
“surplus labor™, he refers (o the quantitative aspect of exploitation, not the
qualitative aspect. Qualitatively, (he laborer alienates the entoely of hus creative
power, his power to participiate consciously m shaping fus malernal environment

48pavid Ricardo, The Princaples of Political  Economy and  Taxation,
Homewood, Hiinos: Richard D Jrwin, Inc., 1963 p. 45,
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with the productive [orces he inherits from previous technological development.
This mcans that “it is true that men do rent out their services tor a price”
(Samuelson), and as a result, “The less you are, the fess you express your own
life, the greater is your alienared life, the more you have . 749

fn a commuadity cconomy, people relate to each other only through, and
by means of, the exchange of things; the relation of purchase and sale is “the
basic relation of commodity society”™ {Rubmn, p. 15). Production relations
among  people are cstablished  through  the exchange of things because
“permanent, direct relations between deternmuned persons who are owners of
different factors of productions, do not exast. The capitalist, the wage Jaborer, as
well as the landowner, are conmodity owners whao are formally independent
from each other, Direct production refations among them have yet to be
established, and then in a form which s usual for commodity owners, namely in
the form of purchase and sale” (Rubin, p. 180 talics m ongmal). It 1s on the
basis of these reified social relations, namety on the basis of production relations
which are realized through the cxchange of things, that the process of
production s carned out i the capitalist society, because the “production
relations which are established among the representatives of the different socal
classes (the capitalist, worker and landford), resuft in a given combination of
techmead factors of production ... (Rubin, p. 19). Thus it is through, and by
means  of, these reified socab relations that productive  forces, namely
technofogy, are developed m capitalist society.,

The caprtalists appropriation of the alienated ereative power of society
takes the form of an appropriation of things, the lorm of accumulation of
capital. And it is precisely this accumutation of capital that delines the capitalist
as a capitalist: “The capitulist’s status i production is determined by his
ownership of capital, of means of production, of things ... (Rubin, p. 19).
Thus 0 Volume TH of Capital, Marx says that “the captalist 15 merely capital
personified and functions i the process of production solely as the agent of
capital™ € and thus Rubin speaks of the “personificalion of things™ (Rubin,
Chapier 3%, The capital gives the capitalist the power to buy equpment and vaw
materials, o huy labor-power, to engage the materal and human agents n a
productive activity which results in a given sum of commodities. In this process,
the capital “pumps a definite quantdy of surplus-fabour out of the direct
producers, or labourers; capital obtains this surplus-labour  without  an
equivafent, and v essence it always remaing lforced labour - no matier how
much it may scem to result from free contractual agreement.”™ ! [n capitalist
society a man without capital does not have the power to establish these
refations. Thus, superticially, it seems that capital, a thing, possesses the power

YIMurx, Economic and Philosophic Manuscripts of 1844, p. 150,

SORarl Marx, Capital: 4 Critique of Politteal Eeonomy, Volume 11, Moscow:
Progress Publishers, 1966, p. 819,

STMarx, Caprtal, MI, p. 819,
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to hire Jabor, fo buy cquipment, to combine the labor and the cquipment in a
productive process, to yield profit and mterest, it seems that the thing itself
possesses the ability, the virfiee, to establish production relations.” (Rubin, p.
21). In the words of the official American textbook, “Wages are the return to
labor; interest the return to capital; rent the return to fand.””%2 Marx called this
the Trinity Formula of capitalism: “In the formula: capital — interest, land —
ground-rent. labour - wages, capilal, land and labour appear respectively as
sources of interest (instead of profit), ground-rent and wages, as their products,
or fruits, the former are the basis, the latter the consequence, the former are the
cause, the latter the effect; and mdeed, in such a manner that each individual
source is related to its product as to that which is ejected and produced by
it."83 Capital 18 a thing which has the power (o yield interest, land is a thing
which has the power to yield rent, labor 15 u thing which has the power to yicld
wages, and money “transforms fidelity into infidelity, love into hate, hate into
love, virtue into vice, vice into virtue, servant mto master, master into servant,
wdiocy mto antelligence, and intelligence mto idiocy™,2* or as American banks
advertise, “money works for you.” Rubin states that “vulgar econonusts . ..
assign the power to merease the productivity of labor which is inherent in
the meuns of production and represents their technical function, to capital, re.,
a specific social form of production (theory of productivity of capital)” (Rubin,
p. 28), and the economist who represents the post-Waorld War [l consensus of the
American  economics  profession writes i 1967 that “capital has a net
productivity (or real interest yield) that can be expressed in the form of a
percentage per anpum ., 'S5

A thing which possesses such powers 1s a fetish, and the fetish world ““is an
enchanted, perverted, topsy-turvy waorld, m wliacin Mister Capital and Mistress
Land carry on their goblin tricks as social characters and at the same time as
mere things.”5¢ Marx had defined this phenomenon m the first volume of
Capital: * . . . a delinite social relation between men . . assumes, in thew eyes,
the fantastic form of a relation between things. In order, therefore, to find an
analogy . we must have recourse to the nust-enveloped regions of the religious
world. In that world the productions of the human brain appear as independent
beings endowed with life, and entering into relation both with one another and
the human race. So it s in the world of comimodities with the products of men’s

528amuelson, Econonties, p. 594

53Marx, Laputal, UL, p. 816,

54 Marx, Feonomic and Philosophic Manuscripts of 1844 p. 169,

S5Gamuclson, Eronomes, p. S72.

56Marx, Capital 111, p. 830, where the last part of this passage reads: .. i
which. Monsieur e Capital and Madame fa Terre do thewr ghost-walking as social
characters and at the same time directly as mere things.” The version quoted
ahove is from Mary on Fconomics, edited by Robert Freedman, New York:
Harcourt, Brace & World, 1961, p. 65.
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hands. This T call the Fetishusm which attaches itself to the products of labour,
50 soon as they are produced as commodities, and which is therefore inseparable
{rom the production of commuodities. This Fetishism of commodities has its
origin . .. in the peculiar social character of the labour that produces them.”>7
The fetislust, systematically attributing to things the outcomes of social
relations, s led to bizarre conclusions: “What is profit the return to? ... the
cconomist, after careful analysis, ends up relating the concept of profit to
dynarmuc nnovation and uncertainty, and to the problems of monopoly and
incentives.”5® Rubin points out that, “Instead of considering technical and
social phenomena as different aspects of human working activity, aspects which
are closely related but different, vulgar cconomists put them on the same level,
on the same scientific plane so to speak. . . This identification of the process of
production with its social forms . .. cruelly revenges itself” (Rubin, p. 28), and
the cconomists are astonished to find that “what they have just thought to have
defined with great difficuity as a thing suddenly appears as a social refation and
then reappears to lease them again as a thing, before they have barely managed
to define it as a social relation.”®?

The forces of production “‘alienated from labour and confronting it
independenity”©® in the form of capital, give the capitalist power over the rest
of society. “The capitalist glows with the reflected light of lus capital”™ (Rubin,
p. 25), and he is able to glow only because the productive power of the workers
has been crystallized in productive forces and accumulated by the capitalist in
the form of capital. The capitalist, as possessor of capital, now confronts the rest
of society as the one at whose discretion production and consumption take
place; he confronts society as its ruler. This process is celebrated in the official
economues texibook: “Profits and high factor returns are the bait, the carrots
dangled before us enterprising donkeys. Losses are our penalty kicks. Profits go
to those who have been efficient in the past — efficient in making things, in
selling things, m foresecing things. Through profits, society is giving the
command over new ventures to those who have piled up a record of success.™6 1

It can now he shown that the preceding sequence is a detailed
developmient, clarification, and concretization of the theory of alienation which
Marx had presented i E844. Tlus can be seen by comparing the scquence with a
passage cited earlier, wrnitlen a quarter of a century before the publication of the
theory of commodity fetishism i the first volume of Capital, and nearly half a
century before the third volume: “The object produced by labour, its product,

57Karl Marx, Cepital, Volume 1, Moscow ' Progress Publishers, 1965, p. 72: New
York: Random House, 1906 edition, p. 83,

58 Sumuclson, Economics, p. 591,

59%Marx, A Contribution to the Crittque of Political Economy, p. 31,

SOMarx, Capital, T, p. 824,

S18amuelson, Econontics, p. 602,
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now stands opposed to it as an a@lien bemg, as a power independent of the
producer. The product of labour which has been embodied in an object, and
turned into a physical thing; this product 1s an objectification of labour. . .. The
alienation of the worker m s product means not only that his labour becomes
an object, takes on its own existence, but that it exists outside him,
independently, and alien to him, and that it stands opposed to him as an
autonomous power. The life which he has gven to the object sets itself against
him as an alien and hostile force.”62 This passage seems, in retrospect, like a
summary of the theory of commoditly fletistusm. Fowever, the definitions, the
concepts, the detailed relationships which the passage seems to summarize were
developed by Marx only decades later.

The next task is to exanmine Marx’s theory of value within the context of
his theory of commodity fetishism, since. as Rubin points out, “The theary of
fetishusm 15, per se. the basis of Marx’s entire economic system, and in particular
of his theory of value™ (Rubin, p. 5). In this context, Rubin distinguishes three
aspeets of value: it is “( 1) a sooal relation among people, (2) which assumes a
matertel form and (3} is related to the process of production” (Rubin, p. 63).
The subject of the theory of value is the working activity of people, or as Rubin
defines 1t: “The subject matter of the theory of value is the interrelations of
various forms of labor w the process of their distribution, which is established
through the relation of exchange among things, ie., products of labor™ (Rubn,
p. 67). In other words, the subject of the theory of value is labor as it is
manifested mn the commodity economy: here labor does not take the form of
conscious, creative participation in the process of transforming the material
environment;, it takes the form of abstract labor which is congealed in
commodities and sold on the market as value. “The specitic character of the
conunadity cconomy consists of the fact that the matenal-technical process of
production is not directly regulated by society but is directed by individual
commodity producers. . . . The privase labor of separate commodity producers is
connected with the fabor of all other commodity producers and becomes social
labor only if the product of one producer is equalized as a value with all other
commuodities”™ (Rubin, p. 70). Before analyzing how labor is allocated through
the cqualization of things, namely how human activity is regulated m capitalist
society, Rubin points out that the form which labor takes i capitalist society is
the form of value: “The reification of labor in value is the most important
conclusion of the theory of fetishism, which explains the mevitability of
reification” of production refabions among people 1 a conynodity economy™
(Rubin, p. 72). Thus the theory of value is about the regulation of lubor; it is
this fict that most critics of the theory failed to grasp.

~The question Marx raises is how the working activity of people is regulated

52Marx, Kconomic and Philosophic Manuscripts of 1844, p. 108 the passage
mven above is quoted trom Bottomore and Rubell, op. cir p. 170-171,
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i capitalist society. His theory of vatue is offered as an answer to this question.
It will be shown that most critics do nat offer a different answer to the question
Muarx raises. they object to the question. In other words, economists do not say
that Marx gives crroneous answers to the question be raises, but that he gives
crroneous answers to the questions they raise:

Marx asks: How s hwman workimg pcuvity repulated oo capitalist
cconomy”?

Marx answers: Human  warking activity s alienated by one class,
approprizted by another class, congealed in commadities, and sold on a market
i the torm of value,

The economists answer: Marx is wrong. Market price is not deternmned by
labor; it is determined by the price of production and by demand. “The great
Alfred Marshall™ asisted that “market pnce - that is, econonie value - was
determined by both supply and demand, which wteract with one another
much the same way as Adam Smith deseribed the operation of compelitive
markets.”¢3

Marx was perfectly aware of the role of supply and denind m deternuning
market price, as will be shown below. The point s that Marx did not ask what
determines market price; he asked how working activity 1s regukaied.

The shift of the question hegan already o the T870%, before the
publication of the sccond and third volumes of Marx™s Capital. At that time
capitalist cconomsts revived the utility theory of value oi" Jean Buptiste Say and
the supply-demand theory of price of Augustin Cournot,®? both of which were
devetoped in the early 19t century. The virtue of both approaches was that
they told nothing about the regufation of human working activity in capetalist
society, and this fact strongly  recommended  them to the  professional
cconomists of a business society. The revival of Say and Cournot was haited as a
new discovery, since the “new principle™ diew a heavy curtain over the
questions Marx had raised. “The new principle was a simple ane: the value of &
product or service 1s due not to the laboe embodied m it bat to the usefuiness off
the fast unit purchased. That, in essence, was the princple of margoad utility ™,
according, to the historiam Fusfeld %5 In the eyes of the Amencan economist
Robert Camphell, the reappearance of the utility theory brought order into
chaes: “The reconciliation of all these conflictng parbial explanations jnto a
unified general theory of value came only in the late mineteenth century with the

63Damet R, Fusfeld, The Age of the Econopnst, Glenview, Illinos: Scolt,
Foresman & Co,, 1966, p. 74, .

64 jean Baptiste Say, 7raité d Eeonomie politique, fust published in 1803
Augustin Cournot, Recherches sur les principes mathémaniques de fa théorie des
miehesses, 1838, The revival wias carried out i the 1870% hy Karl Menger,
Willizm Stanley Jevons, and Lean Walras, and the work was “synthesized™ by
Alfred Marshall in the 1890,

SS0p. en., p. 73.
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concept of general equilibrium and (he reduction of all explanations to the
common denominator of wtility by the writers of the utility schoal.” 0% fusleld
points out the mam reason for the excitement: “One of the most important
conclusions drawn from this line of thinking was that 4 system of [ree markets
tended to maximize mdividual welfare. ™07 10 was once again passible to take lor
granted without questioning precisely what Marx had questioned. After hailing
the reappearance ol theutility theory, Campbell poes onlo redefine ecconomics 1n
such a way as o exclude the very questions Marx had raised. Campbell does this
explicitly: "One reflection of this new insight into the problem of value was the
formulation of a new defimnon of ccanomus, the one commonly used (oday., as
the theory of allocation of scarce resources among competig ends. 08 Withoul
mentioning that lis own deas ahout value were extant at the tme ol Ricardo,
the scientific economist Campbell proceeds to dispose of Marx for retainimg
“ideas about value extant at the tme of Ricurdo™ Campbell then uses the
restrained, ohjective fanguage ol Amercan social science (0 suminarize Marx's
fife work: “Marx took the theory of value as it then exasted, and compounded
from some of #s confusions a theory of the dynanies of the capitalist system.
(ft might be more accurale to describe the process the other way round: Marx
had the conclustons and was trving ta show how they flowed rigorously and
inevitably {rom the theory of value then generally aceepted. With the benefit off
hindsight we inay ook hack on his elfort as a reductio ad absurdun technique
for proving the deficiencies ol Ricardian value theory )™ On the basis ol this
thatough analysis of Marx'’s work, Campbell dispassionately concludes: “Thus
the bondage ol a Marxist heritage in cconomic theory is nol sa much that the
Marxist view 1s stmply wrong m one particular (i.¢., that it assumes that value is
created only by labory as that  does not comprehend the basic problem off
cconomic theary: it has not aclueved a full understanding ol what a valid
ceonomie theory must itluminate. That achievement came i the nainsstream of
waorld econonic theonizing only after Marxism had already (aken the toring to
enter the blind alley mentioned above. %9 With cconomics thos redefined and
Marx disposed of, it becomes possible, once again, to hold on to “u theory of
value on the basis ol avalysis of the act ol exchange as such, isofated from a
determuned sociai-ccononue contex ™ (Rubns, pp.85-863,

Thus ccononusts did not replace Marx’s answers Lo his questions with more
accurate answers: they threw oul the questions, and replaced hem with
questians about scarcity and market pnce: thus economists “shilted the whole
focus of cconomics away lrom the preat issue ol sociad classes and  their
economic nterests, which has been emphasized by Ricardo and Mwx, and

S6Raherl Campbell, “Marxian Analysis, Mathematical Methods, and Scienlific
ticanomic Planning”™, in Shafter, op, ¢if. p. 352,

S7pusteld, op. cit., p. 74,

S8campbell, foe. ert.

S97hid.
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centered cconomic theory upon the individual.””0 Fusfeld also explains why the
economists shifted the focus: “The ccononnsts and their highly abstract theories
were part of the same social and intellectual development that brought forth the
legal theonies of Stephen Field and the folklore of the self-made man™7? fe.,
the cconomists are ideologically at one wath the ruling class. the capitalists, or as
Samuelson put it, “Profits and ngh factor returns are the bait, the carrots
dangled before us enterpnsing donkeys.”’ 2

Even theorists whose primary aim was not the celebration of capitalism
have interpreted Marx’s theory of value as a theory of resource altocation or a
theory of price, and have underemphasized or cven totally overfooked the
sociological and historical context of the theory. Tlus does not mean that
prohlems of resource allocation or price have nothing to do with a historical and
soctological analysis of capitalism, or that the clucidation of one aspect will
necessarily add nothing to the understanding of the others. The point here is
that a theory of resource allocation or a price theory need not explamm why
human working activity is regulated through ihings in the capitaiist histoncal
form of cconomy, since the theory of resource allocation or the price theory can
begin its analysis by taking capitalism for granted. At the same time, a historical
and soctological analysis of the capitalist cconomy need not explam the
allocation of resources or the components of price in its attempt to characterize
the form which human working activity assumes in a given historical context. A
price theorist may concern himsell” explicitly with the social forme of the
cconomy whose pnices he examrnes, just as Marx did concern himself explicitly
with problems of purce and allocaiion. But this does not mean that all price
theorists or resource atlocators necessarily exhaust the sociological and histornical
problems, oy cven that they have the slightest awareness of capitalism as a
specific historical form of economy, just as it does not mean that Marx
necessarily  exhausted  the problems of price delermmation or resource
alfocation, even though he had far more proiound awarencss of Lhese problems
than most of his superficial critics, and even some of his superficial followers,
give him credit for,

Oskar Lange pointed out that “leading writers of the Marxist school”
looked to Marx for a price theory, and consequently “they saw and solved the
problem only within the limits of the Jabor theory of value, being thus subject to
all the limitations of the classical theory.”?3 Yet Lange lumself saw Marx’s
theory of value as an altempt o solve the problem of resource allocation.
According to Lange, Marx “scems Lo have thought of labor as the only kind of
scarce resource to be distributed between different uses and wanted to solve the

T0uskeld, op. cit., p. 74.

Tl tpud, . 75,

72 preanonues, pp. 601-602; quoled easlier.

730skar Lange, Ou the Economic Theory of Socualism, New York: McGraw Hill,
1964 {published together with an essay by Fred M. Taylor), p. 141,
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problem by the labor theory of value.”74 |t way rather Lange who devoted
himsell to developing a theory of resource allocation, not Marx, and “‘the
unsatisfactory character of this solution™73 is clearly due to the fact that Marx’s
theory was not presented as u solution 1o Lange’s problems.

Fred Gottheil, m a recent book on Marx, explicitly reduces Marx’s theory
of value to a theory of price. Unlike superficial critics of Marx, Gottheil points
out that Marx was aware that in capitalist society prices are not determined by
the “labor content” of commodities: *The concept of price which s
incorporated in the analysis of the Marxian cconomic system s, without
exception, the prices-of-production concept .. ."76 However, by reducing
Marx’s theory of value to a price theory, Gottheil pulls Marx's theory out of its
sociological and historical context (Gottheil does not even mention Marx’s
theory of commodity fetishism). In this way Gottheil reduces Marx’s historical
and soctological analysis of the commodity capitalist economy to a mechanistic
system from which Gottheil mechancally derives over 150 “predictions”.

Joan Robinson knows that the construction of a theory of price was not
the primary aim of MarxX’s analysis, and says that Marx “fell obliged to offer a
theory of relative prices, but though he thought it essential we can sce that it is
irrelevant (o the main point of his argument.”?7 However, Robinson seems to be
unaware of just what “the point of the argument”™ was: “The point of the
argument was something quite different. Accepting the dogma that all things
exchange at prices proportional to their values, Marx applies it to labour power.
This is the clue that explains capitalism. The worker receives his value, his cost n
terms of labour-time, and the employer makes use of lum to produce more value
than he costs.”78 Having reduced Marx's work to this “argument”, Robinson is
able to conclude: “On this planc the whole argument appears to be
metaphysical, it provides a typical example of the way metaphysical ideas
operate. Logically it is a mere rigmarole of words but for Marx it was a flood of
illumination and for latter-day Marxists, a source of inspiration.””®

In an essay written more than half a century before Joan Robinson’s
Economic Philosopfiy, Thorstein Veblen came much closer than Robinson to
“the point” of Marx’s work: ... within the domam of unfolding human
culture, which is the field of Marxian speculation at large, Marx has more
particularly devoted his efforts to an analysis and theoretical formulation of the
present situation — the current phase of the process, the capitalistic system.

741bid., pp. 132133,

751bid., p. 133,

76Fred M. Gottheil, Marx’s Economic Predictions, Evanston: Northwestern
University Press, 1966, p. 27,

77 Joan Robinson, Economic Philosophy. Garden City: Anchor Books, 1964, p.
35.

781bid., p. 37, 1talics in original,

791bid.
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And. since the prevailing mode ol the production of goods determines the
institutional, intellectual, and spmtual Tife of the epoch, by determining the
form and method of the current class struggle, the discussion necessarily begins
with the theory of “capilalistic production,” or production as carried on under
the capitalistic system.™89 Veblen was also acutely aware ol the irrelevance of
criliques based on a reducthion of Marx's theory of value to a price theory:
“Marx’s eritics commonly identify the concept of *value” with that of ‘exchange
value,” and show (hat the theory of “vafue’ does not square with the run of the
lacts ol price under the existing system of distribution, prously hoping thereby
to have refuted the Marxian doctrine: whereas. ol course. they have for the mosl
part wot touched 5,781

Marx's method, lis approach to the problem he raised, was designed (0
cope with that problem, not with the problems raised by s erities, ie., to
answer how the distribution of labor is regulated, and not why people buy
goods, or how resources are atlocated, or what determumes market price. Thus it
was not 1 order to define what deternunes market price, but in order (o focus
on the problem of the regulution of labor, (hal Marx abstracted from the real
capitalist economy, that he reduced # (0 s bare essenlials, so o speak.
Capitalism is a commaodily economy: social refations are not established directly,
bul through the exchunge of things. [n order (o learn how {abor s regulated 1o
an cconomy where this regulation takes place through the exchange of things,
Marx constructs a model ol a “simple cammodity cconomy™, namely an abstract
cconomy i which social refations are established through the exchange of
things, and in which the ratio around which commadities tend (o exchange is
determined by the labor-time expended on their production, The statement that
commodities exchiange in terms of the labor-time expended on their production
s then a tautology, since 1t is contained in the detinition of Marx’s model. The
point ol the abstraction is to focus on the regutation of labor in a commodity
cconomy, not to answer what deternunes price in the actual capitalist society . In
Ihis context it is wrelevant o observe that there are “other factors of
production™ (such as fand and capitad) since. as Rubin pomts out, “the theory of
value does not deal with fabor as a techiueal factor of production, but with tle
working activity ol people as the basis of the Hife of society, and with the social
forms within wiaeh that fabor s carpred out™ (Rubi, p. 823 1t as also irrelevant

80 horstem Veblen, “The Socialist Feonomies of Kart Marx™, The CQuarterly
Jowgrnal of Eeonongies, Vol XX Aag., 1906 reprinted in 7he Portable Veblen,
edited by Max Lerner, New York: Viking Press, (948, p, 284, In 4 [ootnole,
Veblen adds the explanation thal “in Marsian usage “capitalistic production’
means production of goods for the muarket by hired Tabour under the direction
ol emplayers who own (or controb) the means ol produaction and are engaged
industry for the sake of a profit,”

Blghid,, pp. 287-288,
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to pomt out that “things other than labor™ are exchanged, since “Marx does not
analyze cvery exchange of things. but only the cqualization of commodities
through which the social equalization of labor is carried out in the commodity
cconomy” (Rubin, p. 101). Marx’s abstraction s not designed (o explain
everything; 1t s designed to explamn the regulation of fabor m a commodity
CCONOMY.

In Chapter 2 of his cconomies textbook, Paul Samuelson {inds Marx’s
method totally unacceptable. This acadenucian, whose significance in American
cconomics  can  probuably be compured 1o Lysenko’s in Soviet genetics,
summanzes Murx’s theory of value as lollows: ““The famous ‘tabor theory of
value’ was adapted by Karl Marx from such classical writers as Adam Syth and
David Ricardo. There s no better introduction toat than to quote frony Adam
Swmith's Wealth of Nations. Smuth employed the quaint notion of a Golden Age,
a kind of Eden, wherein dwelt the noble savage before fand and capital had
become scarce and when human labor alone counted, ™82 Having demonstrated
s understanding of the theory, Samuelson then proceeds fo a critical analysis
ol 1t, using the objective, restraned, non-ideological language of the Amencan
social sciences: “Karl Marx, a century ago in Das Kapital (1867), unlortunately
clung mare stubborndy than Stnth o the oversimple fabor theory. This provided
Inm with a persuasive terminology for declaunng agamst ‘exploitation of labor’,
but constituted bad  scientilic  ceonomies .83 Belore  drving his
demonstration to 1ts conclusion, Samuelson oflTers his own theory of the origins
ol private property: property grows out of scarcity just as naturally us babres
grown out of wombs: “But suppose that we have left Eden and Agricultural
goods do require, along with labor, fertile kund that has grown scarce etiough to
fave become private property.”84 On the basis of this profound histoncal and
sociological analysis of the cconomy i winich he lives, the American Lysenko
concludes: “Once factors other than tabor become scarce The labor theory
ol vatue tails, Q.£.13.78%

However, in Chapter 34 of the same fextbook, the same Samucelson
explains the “Law ol Comparative Advantage™ with the same method of
abstraction which Marx had used, namcely he employs the same labor theory of
value®® in the same maoner, and he refers to the same source, Ricardo.
Samuelson even tells the reader that later on he “‘can give some ol the needed
qualifications when our simple assumptions are relaxed.”87 Tn the ntroduction

82Samuelson, Economics, p. 27,

831hid., p. 29,

841hid, , italics by Samuelsan,

B57h1d,

88 From Samuelson’s explanation of the law of comparative advantage: “ln
America a unit of food costs 1 days’ labor and a unit of clothing costs 2 days’
labor, In FEurope the cost is 3 days’ labor for food and 4 days’ labor lor
clothing,” ete, fbid., p, 649,

871hid, | p. 648,
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to his textbook, Samuelson even defends the method of abstraction: “Even il we
had more and better data, o would still be necessary  as in every science - (o
sanplify, o abstract. from the mfimte mass of detail. No mind can comprehend
a bundle of wwelated facts. AL analysis volves abstraction. It 1s always
necessary 10 idealize, to omit detail, (o sel up simple hypotheses and patterns by
which the facts can be related, to set up the nght questions before going out to
ook at the world as it is.7"#8 Thus Samuelson cannot be opposed to Marx’s
method ol analysis; what bothers biny is the subject matter; what he opposes 1s
analysis which asks why it is that “In our system individual capitalists earn
interest, dividends, and profits, or rents and royalities on the capital goods that
they supply. Every patch of land and every hit of equipmient has a deed, or ‘title
of ownership,” that belongs to somebody  directly or it belongs to a
corpmation, then mdirectly it belongs to the mdividual stockholders who own
the corporation.”™?  Samuelson has already told his readers the answer:
“Through protits, society is giving the commmand over new ventures (o those who
have piled up a record o suceess, ™0

Rubin points out that Marx’s “simple commodity economy™ cannot be
treated as a historieal stage that preceded capitalist: “This s a theoretical
abstraction and not a picture of the historical trunsition from simple commodity
seontomy fo capitadist cconomy ™ (Rubin, p. 257). Consequently, the “labor
theory ol value is a theory of a simple commodily cconomy, not in the sense
thit it explains the type of economy that preceded the capitalist economy, but
w the sense that it deseribes only one aspect of the capitalist economy, namely
prodaction relstions among commodity producers which are characteristic for
every commaodity cconomy™ (Rabin, p. 255), Marx was perfectly aware that he
could not “coustruct the theory of the capitalist economy directly {rom the
labor theory ol value and . .. avord the intermediate links, average profit and
production price, He characterized such aftempts as ‘atterpts to force and
directty it concrete refations to the clementary relation of value, ‘atiempts
which present as existing that which does not exast™(Rubin, p. 255},

Rubi’s hook analyzes the connections between technotogy and social
refations i a commodity economy where people do not relate to cach other
directly but through the products of their labor. In this cconomy, a techuncal
improvement is not experienced directly by the producers as an enhancement of
life, and 1s not accompanicd by a conscious transformation of working activity
The working activity is transformed, not 1n response 1o the enhanced productive
power of society, but in response (o changes in the value of products. “The
moving torce which fransforms the entire system of value ongmates in the
material-technical process of production. The increase of productivity of fabor 1s
expressed mn g deereuse of the quantity of concrete labar which as factually used

881hpd., p. 8. Samuelson’s italics,
Y99hid, . p. S0,
POhid., p. 602,
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up in production, on the average. As a result of this (because of the dual
character of labor, as concrete and abstract), the quantity of this labor, which 18
constdered ‘sacial” or ‘abstract,” f.c., as a share of the tolal, homogencous {abor
of the society, decreases. The increase of productivity of labor changes the
quantity of abstract labor necessary for production. 1t causes a change in the
vajue of the product of labor. A change in the value of products in turn aflects
the distribution of social fabor among the various branches of production

this is the schema of a commodity cconomy i wiich value plays the role of
regulator, establishing cquilibrium in the distribution of sociat labor among the
various branches .. .7 (Rubin, p. 66).

In the concrete conditions of the capitalist cconomy s process is more
complex, but 1 spite of the added complexities the regulation of the productive
activities of people 15 still carned out through the movement of things. In the
capitalist economy “the distribution of capital feads to the distribution of social
labor™ (Rubin, p. 226). However, “our goal (as before} s to analyze the laws of
distribution of social labor™ (Rubin, p. 228). and consequently “we must resort
to a round-about path and proceed to @ prelimmary analysis of the laws of
distribution of capital™. {Ibid.) The task becomes further complicated by the
fact that, “if we assume that the distribution ol labor s determined by the
distribution of capital which acquires meaning as an mtermediate link in the
causal chain, then the formula of the distribution of labor depends on tie
formula of the distribulion of capitals: unequal masses of labor which arc
activated by equal capitals are equalized with cach other™ (p.235). The pap
between the distribution of capital and the distribution of labor is bridged
through the concept of the organic composition of capital, which establishes a
relation between the two processes (p. 237).

In his analysis, Rubin assumes *“the existence of competition among
capitalists engaged in different branches of production™ and afso “the possibility
for the transfer of capital from one branch to another™ {p. 230).91 With these
assumptions, “the vate of profit becomes the repulator of the distribufion of
capital™ (p. 229). Rubin defines profit as “the surplus of the scelling price of the
commodity over the costs of its production™ (p. 230). And a change in the cost
of production is “in the last analysts caused by changes in the productivity of
labor and in the labor-value of some goads™ (p. 2511 Schematicaily, the process
can be summarized as foltows. Technical change causes a change m the
productivity of labor. This changes the amount of afienated, abstract labos

93 Rubim does nat treal cases where the assumptions of perfect compelition and
perfect mohility of capitat do not hold. Thus he does not extend his analysis to
probiems of imperialism, monopoly, militarism, domestic colonies (which today
would come under the heading of racismii. Rubin also does not treat changes in
production relations caused by the increased scale and power of productive
forces, some of which Marx had begua to explore i the third volume of Copiral.
and does not freat its development or its transforiaations.,



Xxxviit INTRODUCTION

which is congealed i certain conunodities, and consequently changes the value
of those commaodities. This i turn affects the costs of production of branches
which use the given commuodities in their production process, und thus affects
the profits of caputalists in those branches. The change in the profitability of the
wffected branches leads capitalists 1o move therr capitals Lo other branches, and
this movement of capitals in turn teads 1o a movenent of workers 10 the other
branches (although the movement of taborers s nol necessarily proportional (o
the movement ol capitals, since this depends on the organic compaosition of
capitail. Rubin’s conclusion is that the regufation of labor m the capstalist
society differs only in complexity, bul noCin kind. from the regulation of lubor
i a simple commadily cconomy: “Anarchy in soctal production: the ubsence of
direct socut relations among producers: mufual influence of thewr working
activities through things which ure the products of their Jabor: the connection
between the movement af production relations among people and the movenenl
of things in the process of material productiont ‘reification’ of production
relations, the transtformation of their properties ito the properties of *things’
all of these plienomicna of comnodicy fetishusnr are cqualle present in every
commreditv cconomy, sunple as well as capitalist They characterize fabor-value
and production price the smne way™ (p. 2530 Rubm’s italics). The first
volume ol Capital provides the conlext, the second volume describes the
mechanism, and the third volume treats in detail 1he Fornudable process through
which “the objeet produced by tabour, its product, now stunds opposed to it as
an alien heing, as a poveer dependent of the producer? 1hie process through
wiuch “the Hfe which he has given to the object setsstsel M against ham as an afien
and hoslile force.™”

Fredy Perlman
Kalamazoo
1968
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Introduction

There is a tight conceptual relationship between Marx’s eco-
nomic theory and his sociological theory, the theory of historical
materialism. Years ago Hilferding pomted out that the theory of
historical matenulism and the labor theory of value have the same
starting point, specifically labor as the basic clement of human
society, an element whose development ultimately determines the
entire development of soclcly,l

The working activity of people is constantly in a process of
change, sometimes faster, sometimes slower, and in different his-
torical periods it has a different character. The process of change and
development of the working activity of people involves changes of
two types: first, there arc chunges m means of producuon and tech-
nical methods by which man affects nature, in other words, there are
changes in sociely’s productive forees; sccondly, corresponding to
these changes there are changes in the entire patlern of production
relations among people, the participants in the social process of
production. Leonomic formations or types of econony (for example,
ancient slave economy, feudal, or capitalist cconomy) differ according
to the character of the production relations among people. Theo-
retical political cconomy deals with a  definitec  social-economic
formation, specilically with commodity-capitalist economy.

The capitalist cconomy represents a wiion of the material-
technological process and its social forms, 1e. thie totality of produc-
tion rclations among people. The concrete activitics ol people in the
material-technical production process presuppose concrete production
relations wmong them, and vice versa. The wltimate goal of science is
to understand the capitalist cconomy as a whole, as a specific system
of productive {orces and production relations among people. But to
approach this ultimate goal, science must first ol all separate, by
means of abstraction, two different aspects of he capitalist economy:
the technical and the social-economic, the material-technical process
of production and its social form, the material productive forces and
the social production relations. Each of these two aspects of the
cconomic process is the subject of a separale science. The science of
social engineering--still in embryonic state--must make the subject of
its analysis the productive forces of society as they interact with the
production relations. On the other hand, theoretical political econ-
omy deals with production relations specific to the capitalist econ-

1 Hilferding, R. “Bohm-Bawerks Marx-Kritik,” Marx-Studien, Wien, 1904.
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omy as they interact with the productive forces of society. Each of
these two sciences, dealing only with one aspect of the whole process
of production, presupposes the presence of the other aspect of the
production process in the form ol an assumption which underlies its
research. In other words, even though political economy deals with
production relations, it always presupposes their unbreakable connec-
tion with the material-technical process of production, and in its
research assumes a concrete stage and process of change of the
material-productive forces.

Marx’s theory of historical materialism and his economic theory
revolve around one and the same basic problem: the relationship
between productive forces and production rclations. The subject of
botl sciences is the same: the changes of production relations which
depend on the development of productive forces. The adjustment of
production rclations to changes of productive forces—a process which
takes the form of increasing contradictions between the production
relations and the productive forces, and the form of social cataclysms
caused by these contradictions—is the basic theme of the theory of
historical materialism.? By applying this general methodological
approach to commodity-capitalist society we obtain Marx’s economic
theory. This theory analyzes the production relations of capitalist
society, the process of their change as caused by changes of produc-
tive forces, and the growth of contradictions which are generally
expressed in crises.

Political economy does not analyze the material-technical aspect
of the capitalist process of production, but its social form, i.e., the
totality of production relations which make up the “economic struc-
ture” of capitalism. Production technology (or productive forces) is
included in the field of research of Marx’s economic theory only as
an assumption, as a starting point, which is taken into consideration
only in so far as it is indispensable for the explanation of the genuine
subject of our analysis, namely production relations. Marx’s consis-
tently applied distinction between the material-technical process of
production and its social forms puts in our hands the key for under-
standing his economic system. This distinction at the same time
defines the method of political economy as a social and historical
scicnce, In the variegated and diversified chaos of economic life
which represents a combination of social relations and technical
methods, this distinction also directs our attention precisely to those

2 Hexre we leave aside that part of the theory of historical materialism
which deals with the laws of development of ideology.
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social relations among people in the process of production, to those
production relations, for which the production technology serves as
an assumption or basis. Political economy is not a science of the
relations of things to things, as was thought by vulgar economists,
nor of the relations of people to things, as was asserted by the theory
of marginal utility, but of the relations of people ro people in the
process of production,

Political economy, which deals with the production’relations
among people in the commodity-capitalist society, presupposes a con-
crete social form of economy, a concrete economic formation of
society. We cannot correcily understand a single statement in Marx’s
Capital if we overlook the fact that we are dealing with events which
take place in a particular society. “In the study of economic cate-
gories, as in the case of every historical and social science, it must be
borne in mind that as in reality so in our mind the subject, in this
case modern bourgeois. socjety, is given and that the categories are
therefore but forms of expression, manifestations of existence, and
frequently but one-sided aspects of this subject, this definite society.”
“ In the employment of the theoretical method [of Political
Economy], the subject, society, must constantly be kept in mind as
the premise from which we start.”3 Starting from a concrete socio-
logical assumption, namely {rom the concrete social structure of an
economy, Political Economy must first of all give us the characteris-
tics of this social form of cconomy and the production relations
which are specific to it. Marx gives us these general characteristics in
his “theory of commodity fetishism,” which could more accurately
be called a general theory of production relations of the commodity-
capitalist economy.

3 Marx, K., “Introduction to the Critique of Political Economy,” in K.
Marx, A Coutribution to the Critique of Political Economy, Chicago,. Charles
Kerr & Co., 1904, pp. 302 and 295.
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Marx’s theory of commodity fetishusm has not occupied the
place which is proper to it in the Marxist cconomic system. The fact
is that Marxists and opponents of Marxism have praised the theory,
recognizing it as one of the most daring and ingenious of Murx’s
generalizations. Many opponents of Marx’s theory of value have high
regard for the theory of [etishism (Tugun-Baranovskii, Frank, and
even Struve with qualifications!). Some writers do not accept the
theory of fetishism in the context of political economy. They sce 1t
as a brilliant sociological generalization, u theory and critique of all
contemporary culture based on the reification of human relations
(Hamunacher), But proponents as well as opponents of Marxism have
dealt with the theory of fetistusm mamly as an independent and
separite entity, mternally hardly related to Marx’s economic theory.
They present it as a supplement to the theory of value, as an interest-
ing literary-cultural digression which accompanics Marx’s busic {ext.
One reason for such an interpretation is given by Marx himself, by
the formal structure of the first chapler of Capital, where the theory
of fetishism is given a separale hcading.2 This formal structure, how-
ever, does nol comrespond to the internal structure and the connec-
tions of Marx’s ideas. The theory of fetishism is. per s¢, the basis of
Marx's entire cconomic system. and in particular of his theory of
value. '

What does Marx's theory of teushism consist of, according to
generally accepled views? It consists of Marx’s having seen human
relations underncath relutions between things, revealing the illusion in
human consciousness which originated i the commodity cconomy
and which assigned to tlungs characteristics which have ther source
in the social relations among people in the process of production.
“Unable to grasp that the association of working people in their

1 Rykachev 1s an exception. He writes: “Marx’s theory of commodity
fetishism can be reduced to a few superficial, emply and cssentially inaccurate
analogies. It 1s not the strongest but almost the weakest scclion in Marx’s
system, this notorious disclosure of the seeretl of commodity fetishism, which
through somec kind of musunderstanding has prescrved an aura of profundity
even in the eyes of such moderate admirers of Marx as M, Tugan-Baranovskii
and S, Frank.” Rykachev, Dengi 1 denezhnaya viast (Money and the Power of
Money), 1910, p. 156.

2 In the first German cdition of Capital, the entire first chapter, including
the theory of commodity fetishism, appeared as one part with the peneral title
“Commodities” {Kapital, 1, 1867, pp. 1-44).
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battle with unature, ie., the social relations among people, are ex-
pressed in exchange, commodity fetishism considers the exchangeabil-
ity of commodities an internal, natral property of the commodities
themselves. In other words, that which is in reality a relationship
among people, appears as a relation among things within the context
of commodity fetishism,”3 “Characteristics which had appeared
mysterions because they were not explained on the basis of the rela-
tions of producers with cacli other were assigned to the natural es-
sence of commodities, Just as the fetishist assigns characteristics to
his fetish which do not grow out of its nature, so the bourgeois
cconomist grasps the commodity as a sensual thing which possesses
prefersensual properties.””® The theory of fetishism dispels from
men’s minds the illusion, the grandiose delusion brought about by the
appearance of phenomena in the commodity cconomy, and by the
acceptance of this appearance (the movement of things, of commodi-
tics and their market prices) as the ussence of economic phenomena.
However this interpretation, though pencrally accepied in Marxist
literature, does not nearly exhaust the rich content of the theory of
fetishism developed by Marx. Marx did not only show that human
relations were veiled by relations between things, but rather that, in
the commodity economy, social production relations inevitably took
the form of things and couid not be expressed except through things.
The structure of the commodily economy causes things to play a
particular and highly important social role and thus to acquirc partic-
ular social properties. Marx discovered the objective economic bases
which govern commodity fetishisin. Hlusion and error in men’s minds
transform  reified cconomic categories into “‘objective forms™ (of
thought) of production relations of a given, historically determined
mode of production—commodity production (C, I, p. 7.’2).S

The theory of commodily f{etishism is transformed into a
general theory of production relations of the commodity economy,
into a propacdeutic to political economy.

3 Bogdanov, A., Kratkii kurs ekonomicheskoi nauki (Short Course of
Economic Science), 1920, p. 10S.

4 Kautsky, K., The Economic Doctrines of Karl Marx. London: A, and C.
Black, 1925, p. 11. (This translation of Kautsky’s work contains misprints
which. are corrected in the citation given above.)

5 The letter “*C" stands for Capual, and the Roman numeral stands for
the volume. The page numbers refer to the three volume edition of Kagl Marx’s
Capital publishcd by Progress Publishers, Moscow: Vol. 1, 1965; Vol. 11, 1967;
Vol. 3, 1966 {—Translators]




Chapter One

OBJECTI{VE BASIS OF COMMODITY FETISHISM

The distinctive characteristic of the commodity economy is that
the managers and organizers of production are independent com-
modity producers (small proprictors or large entrepreneurs). Every
separiale, private fim is autonomous, ie., its proprietor is indepen-
dent, he is concerncd only with his own inlerests, and he decides the
kind and the quantity ol goods he will produce. On the basis of
private property, he has at his disposal the necessary productive tools
and raw materials, and as the legally competent owner. he disposes of
the products of his business. Proeduction is managed directly by
separale commodity producers and not by society. Soctety does nol
directly regulate the working activity ol its members, it does not
prescribe what is to be produced or how much.

On the other hand, cevery commodity producer makes com-
modities, e., products which are not for his own use, but for the
market, for society. The social diviston of labor unites all commodity
producers into a unified system which is called a national economy,
into a “productive organism” whose parts are mutually related and
conditioned. How Is this connection created? By exchange, by the
market, where the commodities of cach individual producer appear in
a depersonalized form as scparatc exemplars of a given type of com-
modity regardless of who produced them, or where, or in which
specific conditions. Commodities, the products of individual com-
modity producers, circubate and are evaluated on the market. The real
conections and interactions among the wdividul—-one might say
independent and autonomous--firms are brought about by comparing
the value of goods und by exchanging them. On the market society
regulates the products of labor, the commodities, ie., things. In this
way the community indirectly regulates the working activity of
people, since the circulation of goods on the market, the rise and fall
of their prices, lead to changes in the allocation of the working
activity of the separate commodity producers, to their entry into
certain branches of production or their exit from them, to the redis-
tribution of the productive forces of society.

On the market, commodity producers do not appeuar as person-
alities with o determined place in the production process, but as
proprictors and owners of things, of commoditics. Every commodity
producer influences the market only to the extent that he supplics
goods to the markel or takes goods from it, and only to this extent
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does he experience the influence and pressure of the market. The
interaction and the mutual impuact of the working actvity of
individual commodity producers take place exclusively through
things, through the products of their labor which appear on the mar-
kel. The expansion of farmlund in remote Argentina or Canada can
bring about a decrease of agricultural production in Europe only in
one way: by lowering the price of agricultural products on the mar-
ket. In the same way, the expansion of large-scale machine preduc-
tion ruins a craftsman, making il impossible for him to continue his
previous production and driving him [rom the country to the city, to
the factory.

Because of the atomistic structure of the commodity society,
because of the absence of direct social regulation of the working
activity of the members of society, the connections between individ-
ual, autonomous, private finns are realized and maintained through
commodities, things, products of labor. *. . The labor of the
individual asserts itself as a part of the labor of society, only by
means of the relations which the act of exchange estublishes directly
between the products, and indivectly, through them, between the
producers” {C., 1, p. 73). Due to the fact that individual commodity
producers, who perform a part of society’s totul lubor, work
independently and separately, “the interconnection of social labor is
manifested m the private exchange of the individual products of
labor™ (Marx in his letter to Kl.lgcill’lunnl). This does not mean that a
given commodity producer A is only connected by production rela-
tions to given commodity producers B, C and D, who enter with him
into u contruct ol purchase and sale, and is not related to any other
member of society. Entering into direct production relations with his
buyers B, C and D, our commodity producer A is actually connected,
by a thick network of fudirect production relations, with tnnumerable
other people {for example, with afl buyers of the same product, with
all producers of the same product, with all the people from whom
the producer of the given product buys means of production, and so
on), m the final analysis, with all members of socicty. This thick
network of production refations is not interrupted at the moment
when commodity producer A terminates the act of exchange with his
buyers and retums to his shop, to the process of direct production.
Our commodity producer makes products for sale, for the market,
and thus already in the process of direct production he must take
into account the expected conditions of the market, i.c. he is forced

U Kart Marx and Frederick Engels, Sclected Works, Volume 11, Moscow:
Foreign Languages Publishing House, 1962, p. 461.
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to take into account the working activity of other members of
socicty, to the extent that it influences the movement of commodity
prices on the market.

Thus the following elements can be found in the structure of
the commodity economy: 1)individual cells of the national economy,
ie. separate private enterprises. formally independent from ench
other; 2)they are materially related with each other as a result of the
social division of labor; 3)the direct connection between mdividual
commadity producers is established in exchange, and this, indirectly,
influences their productive activity. In his enterprise cach commodity
producer is formally free to produce, at will, any product that pleases
him and by any means he chooses. But when he takes the final
product of his labor to the marketl to exchange it, he 15 not {ree to
determine the proporuons of the exchange, but must submit to the
conditions (the fluctuations) of the market, which are common to all
producers of the given product. Thus, already m the process of direct
production, he 18 torced to adapt hus working activity (in advance) to
the expected conditions ol the market. The fact that the producer
depends on the market means that his productive activity depends on
the productive activity of all other members of society. I clothiers
supplicd too much cloth to the market, then clothier Ivanov, who did
not expand his production, did not thereby suffer less from the fabl
of cloth poces, and he had (o decrease tns production. IF other
clothiers introduced improved means of production (for example
machmes), lowermg the value of cloth, then our dothier was also
forced to improve his production technoiogy. The separate com-
modity producer, formally independent from others in tenns of the
ortentation. extent and methods of his production, s actually closely
related to them through the market, through exchange. The exchuange
of goods miluences the working aclivity  of people: production and
exchange represent inseparably linked. althongh specific, components
of reproduction. “The caprtalist process ol production taken as a
whole represents a synthesis of the processes ol production and
ciculavion™ (G, I, p. 25). Exchunge becomes part of the very
process of reproduction or the working activity of people, and only
this aspect of exchunge. the proportions of exchange, the value of
commuoditics, is the snbject of ovur research. Exchange interests us
manly as the seciad form of the process of reproduction which leaves
a specific mark on the phase of direct production (see below, Chapter
Fourteen), not as a phase of the process of reproduction which
alternates with the phase of direct production.

This role of exchange, as an indispensable component of the
process of reproduction, means that the working activity of one
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member of society can influence the working activity of another only
through things. In the market society, “the seeming mutual in-
dependence of the individuals is supplemented by a system of gencral
and mutual dependence through or by means of the products” (C., 1,
p. 108}, Social production relations inevitably take on a reified
form--and to the exient that we speak of the relations between
individual commodity producers and not of relations within separate
privale firms—they exist and are realized only in that form,

In a market sociely, a thing 1s not only a mysterious “social
hieroglyphic” (C., 1, p. 74}, it is not only “a receptacle” under which
soctal production relations among people are hidden. A thing is an
intermediary in social relations, and the cuculation of things is
inseparably reluted to the establishment and  realization of the
productive refations among people. The movement ol the prices of
things on the market is not only the reflection of the productive
refations among people: it is the only possible form of thewr man-
festation in a market society. The thmng acquires specific sociul
characteristics in a market economy (for example, the properties of
vilue, money, capital, and so on), duc to which the thing not only
hides the production relations among people, but 1t also organizes
them, serving as a connecting link between people. More accurately,
it conceals the production relations precisely because the production
relations ouly take place in the form of relations among things.
“When we bring the products of our labor mto relation with each
other as values, it is not because we see in these articles (he material
receptacles of homogencous human labor. Quite the contrary: when-
ever, by an exchange, we cquate as values onr different products, by
that very act, we also equate, as human labor, the different kinds of
labor expended upon them. We are not aware ol this, nevertheless we
do it ” (C., I, p. 74). Exchange and the equalization ol things on the
market bring about a sociul connection among the commodity
producers and unify the working activity of people.

We consider it necessary to mention (hat by “things” we meun
only the products of lubor, just as Marx did. This qualilication of the
coneept of “thing” is not only permissible, but mdispensable, since
we are analyzing the circulation of things on the market as they are
connected with the working uctivity of people. We are interested
those things whose market regulation influences the working activity
of comimodity producers in a particular way. And the products of
fabor are such things. (On the price of land, see below, Chupter Five.)

The circulation of things--to the extent that they acquire the
specific soctal properties of value and money--does nol only express
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production relations among men, but it creates them.?2 “By the
currency of the circulating medium, the connexion between buyers
and sellers is not merely expressed. This connexion is originated by,
and exists in, the cireulation alone™ (C.. /4, p. 137). As a4 matter of
fact, the role of money as a medium of circulation 15 contrasted by
Marx with its role as a means of payment, which “expresses a social
relation that was in cxistence long before™ (/bid.). However, it is
obvious that even though the payment of money takes place, in this
case, after the act of purchase and sale, namely after the establish-
ment  of social relations between the selier and the buyer. the
cqualization of money and commodities took place at the instant
when the act took place. and thus created the social relation.
“[Money] serves as an ideal means of purchase. Although existing
only in the promise of the buyer to pay, it causes the commodity (o
ciange hands” (C., I, p. 136},

Thus money s not only a “symbol,” a sign. of sucial produc-
tion relations which are concealed under it. By uncovering the naivetw
of the monetary system, which assigned the charactenstics of money
to its matertal or natural propertics, Marx at the sume time threw out
the oppuosite view of money as a “symbol” of social relations which
exist alongswde money (C, £, p. 91, According to Marx, the concep-
tion whicli assigns social relations to things per se Is as incorrect as
the conception which sees a thing only as a “symbol,” a “sign™ of
social production relations, The thing acquires the property of value.
money, capital, cte., not because of 1ts natural properties but because
of those socwl production relations with which it s connected in the
commodity cconomy. Thus social production relations are not only
“symbolized” by things, but are realized through things.

Money, as we have seen, is nol only a “symbol” In some cases,
particularly in the commodity metamorphosis C-M--C, money
represents only o “transcient and objective reflex of the prices of
commodities”™ (C., 1, p. 129). The transfer of money from hand to
hand is only a means for the transfer of goods. In this case, “ls
functional existence absorbs, so o say, its material existence”™ (C., 1,
p. 129), and it can be repluced by the mere symbol of paper money.
But even though “formally” separated {rom metallic substance, paper
money nevertheless represents an “‘objectification” of production

2 The way this social property of things. which are expressionsof produc-
tion relations among people. takes part in the creatton of production relations
wmong particular individuals, will be expluned below, 1n Chapter 3.
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relations among people. 3

In the commodity cconomy, things, the products ot labor, have
a dual essence: materinl (natural-technical) and functional (social).
Tlow can we explain the close connection between these two sides,
the connection which is expressed in the fact that “socially de-
termined lfabor” takes on “material traits,” and things, “social traits”?

3 One cannot agree with Hilferding’s conception that paper money does
away with the “ebjectification™ of production relations. “Within the limtts of a
mimmal gquantity of means of circulation, the material expression of social
relations is replaced by consciously regulated social relations. This 15 possible
because metallic money represents a social relation even though it is disguised
by @ material shell” (R. Hilferding, Das Finanzkapital, Wien: Wiener Volksbuch-
handiung, 1910). Commodity exchange by means of puaper moncy 15 also
carried out in an unregulated, spontancous, “objectified” form, as is the case
with metallic money. Paper money 15 not a “thing” {rom the point of view of
the mternal value of the material from which it 18 made. But it i a thing in the
sense that through it are expressed, in “objectificd” form, social production
relations between buyer and seller.

But it Hilferding is wrong, then the opposite view of Bogdanov, who
holds that paper money sepresents a higher degree of fetishism of social rela-
uons than metallic money, has cven less foundation. Bogdanov, Kurs poli-
ticheskot ekonomii (Course in Political Economy), Vol. 11, Part 4, p. 161.




Chapter Two

THE PRODUCTION PROCESS AND ITS SOCIAL FORM

The close connection between the social-economic and the
material-physical is explained by the particular connection between
the material-technicul process and its social furm in the commodity
cconomy. The capitalist production process “'is as much a production
process of material conditions of human life as a process taking place
under specific bistorical and economic production relations, pro-
ducing and reproducing these production relations themselves, and
thereby also the bearers of this process, their material conditions of
existence and their mutual relations, ie.. their particular socio-
economic form” (C., H, p. §18). There is a close connection and
correspondence between the process of production of material goods
and the social form in which it is carried out, ie., the totality of
production relations among men. The given totality of production
relations among men is adjusted by a given condition of productive
forces, 1.c. the material production process. This totality makes
possible, within certain limits, the process of production of material
products indispensable for society. The correspondence between the
material process of production, on the one hand,and the production
relations among the individuals who participate in it, on the other, 15
achieved differently in different social formations. In a society with a
regulated economy, for example in a socialist economy, production
relations among individuszl members of society are established
consciously in order to guarantee a regular course of production. The
role of cach member of society in the production process, namely his
relationship to other members, is consciously delined. The co-
ordination of the working uctivity of scparate individuals is cs-
tablished on the basis of previously estimuted needs of the material-
technical process of production. The given system of production rela-
tions is in some sense a closed entity managed by one will and
adapted to the material process of production as a whole. Obviously
changes in the material process of production may lead to inevituble
changes in the system of production relations: but these changes take
place within the system and are curried out by its own internal
forces, by decisions of its managing bodies. The changes are brought
about by changes in the production process. The unity which exists
at the starting point makes possible a correspondence between the
material-technical process of production and the production relations
which shape it. Later on, cach of these sides develops on the basis of
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a previously determined plan. Each side has its internal logic, but due
to the unity at the start, no contradiction develops between them.

We have an example of such an organization of production
relations in commuodity-capitalist society, particularly in the organiza-
tion of labor within an enterprise (technical division of labor), as
opposed to the division of labor befween separate private producers
(social division of fabor). Let us assume that an enterpriser owns a
furge textile factory which has three divisions: spmning mill, weaving
mill, and dyc-works. The engineers, workers and cmployees were
assigned Lo dilferent divisions previously, according to a determined
plan. They were connected, in advance, by determined, permanent
production refations in terms ol the needs of the technical produc-
tion process. And precisely for this reason, things circutate in the
process of production from some people to others depending on the
position of these people in production, on the production relations
among (hem, When the manager of the weaving division receives the
varn [rom the spinning mill, he translformed it into fabric, but he did
not send the fabrie back to the munager of the spinnmg mill as an
equivalent Tor the previously received yarn. He sent it forward to the
dye-works, because the permanent production relations which con-
neet the workers i the given weaving mill with the workers o the
given dye-works determine, i advance, the forward movement of the
objects, the products of lubor, from the people emploved in the
carlier process of production (weaving) toward the people employed
in the later process (dyeing). The production relations wmong people
are organized madvance for the purpose of the material production of
things, and not by means of things. On the other hand, the object
moves - the production process from some people to others on the
basts of production relations which exist among them, but the move-
ment does not create production relations among them. Production
relations among people have exclusively a technical character. Both of
these sides are adjusted to ecach other, but each has a different
character.

The entire problem is essentially different when the spimning
mill, weaving mill and dye-works belong to three different enterprises,
A, B and C. Now A no longer delivers the finished yarn to B only on
the basis ol B’s ability to transform it into fabric, ie., to give it the
form useful 1o society. He has no interest in this; now he no longer
wants simply to deliver his varn, but to sell it, ie. to give it to an
individual who, in exchange will give him a corresponding sum of
money, or in general, an object of equal value, an cquivalent. It is ail
the same to him who this individual is. Since he is not connected by
permanent production relations with any determined individuals, A
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enters into a production relation of purchase and sale with every
individual who has and agrees to give han an equivalent sum of
money flor the yarn. This production relation s limited to the
transfer of things, namely the yarn goes from A to the buyer and the
money from the buyer to A. Even though our commodily producer
A cannol in any way pull out of the thick network of indirect
production relations which connecct him with al members of sociely,
he is not connected in advance by direet production relations with
determined individuals. These production relations do not exist in
advance but are estublished by means of the transfer of things from
one individual to another. Thus they not only have a social, but also
a material character. On the other hand the object passes from one
determined individual to another, not on the basis of production
relations established between them in advance, but on the basis of
purchase and sale which is limited to the transfer of these objects.
The transfer of things establishes a direct production relation between
determined individuals; it has not only a technical, but also a social
significance.

Thus in a commodily sociely which develops spontancously,
the process is carried out in the following way. From the point of
view of (he material, technical process of production, each product of
labor must pass from one phase of production to the next, from one
production unit to another, until it receives its final form and passes
from the production umt of the final producer or intermediate
merchant into the cconomic unit of the consumer. But given the
autonomy and independence of the separate cconomic units, the
transfer of the product from one ndividual cconomic unit to another
is only possible through purchase and sale, through agreement
betwecn two cconomic units, which means that a particular produc-
tion relation is established between them: purchase and sale. The
basic relation of commodity society, the relation between commodity
owners, is reduced to “a capacity in which they appropriate the
produce of the labor of others, by alicnating that of their own labor”
(C., I, p. 108-109). The totality of production relations among men is
not a uniformly connected system i which a given individual is
conneclted by permanent connections, determined in advance, with
given individuals. In the commodity cconomy, the commedity pro-
ducer is connected only with the mdetermined market, which he
enters through a discrete sequence of individual transactions that
temporarily link him with determined commodity producers. Each
stage in this sequence closely corresponds to the forward movement
of the product in the material process of production. The passage of
the product through specific stages of production is brought about by
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its simultaneous passage through a scries of private production units
on lhe basis of agreements among them, and of exchange. Inversely,
the production relation connects two private economuc units at the
point where the material product puasses from one economic unit to
the other. The production relation beilween detcrmined persons is
cstablished on the occasion when things are transferred, and after the
transier it is broken once again.

We can see that the basic production relation in which de-
termined commodity producers are directly connected, and thus {or
cach of them the established connection between his working aclivity
and the working activity of all members of society, namely purchase
and sale, is curried on regularly, This type of production relation
differs from production relations ol an orgamized type m the fol-
lowing ways: 1) it is established between the given persons volun-
tarily, depending on its advantages lor the participants; the socual
relation takes the form of a private transaction; 2) it connects the
participants for a shorl time, not crealing a4 permanent connection
between them; but these momenrary and discontinuous transactions,
taken us a whole, have to mawmtan the constancy and continuity of
the soctal process of production; and 3) it unites particular mdividuals
on the occasion of the transfer of things between them, und it is
limated to this transfer of things: relations among people acquire the
form ol equulization among things. Direct production relatons
belween particular individuals are ¢stablished by the movement of
things between them; this movement must correspond to the needs of
the process of material reproduction. “The exchange of commodities
is u process m which the social exchange of thmgs, i.e., the exchange
of particular products ol private individuals simultancously represents
the establishment of delenmined social production relations which
individuals enter when exchanging things™ (Zur Kritik der politischen
Ockonomie, 1907, p. 32,1 Or, as Marx put it, the process of circula-
ton ncludes Stoff-und Formwechsel (Content and Form of Ex-
change) (Das Kapital, Volume I, Part 2, 1894, p. 363}, it includes
the exchange of things and the transformation of their form, ie., the

In the Russian transtution by P. Ruwmyantsey, this s incorrectly trans-
lated as “result”— Kritika politicheskoi ckonomii (Critique ol Political Econ-
omy), Petersburg, 1922, p. 53, Marn swd Erzeuguag (production, establish-
ment) and not Erzeugniss (product, resubt). {Below, when Rubin quotes from
the Russian transtation, we will quote from K. Marx, A Contribution to the
Critique of Political Economy (translated by N.L. Stone), Chicago: Charies H.
Kerr and Co.. 1904, and m future citatons we will refer to this cdition as
Critiquee. )
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movement of things within the material production process and the
transformation of their social-economic form (for example, the trans-
formation of commuoditics into money, money into capital, money
capital into productive capital, etc.), which corresponds to the
differcnt production relations among people.

Social-cconomic (relutions among people) and material-objective
(movement of things within the process of production) aspects are
indissolubly united in the process of exchange. In the conumodity-
capitalist society these two aspects are not organized in advance and
are not adjusted to each other. For this reason every individual act of
exchange can be realized only as the result of the joint action of both
of these aspects: it 1s as if each aspect stimulated the other. Without
the presence of particular objects in the hands of given individuals,
the individuals do not enter into the production relation of exchange
with cach other. Yet, inversely, the transfer of things cannot take
place if their owners do not establish particular production relations
of exchange. The material process of production, on onc hand, and
the system of production relations among individual, private eco-
nomic units, on the othier, are not adjusted to cach other in advance.
They must be adjusted at each stage, at each of the single trans-
actions into which cconomic life is formally broken up. If this does
not take place, they will inevitably diverge, and a gap will develop
within the process of social reproduction. In the commodity eco-
nomy such a divergence 1s always possible. Either production rela-
tions which do not stand for real movements of preducts in the
process of production are developed (speculation), or production rela.
tions indispensable for the normal performance of the production
process are absent (sales crisis). In normal times such a divergence
does not break out of certamn limits, but in tmes of crisis 1t becomes
catastrophic.

In essence, the conncclion between the production relations
among people and the material process of production have the sume
character in a capitalist society stratilied into classes. As before, we
leave astde production refations within an individual enterpnse, and
deal only with rclulions between separate, private enterprises, rela-
tions which organize them into a unificd national economy. In the
capitalist society. different factors of production {means of produc-
tion, labor force and land) belong to three difterent social classes
(capitalists, wage laborers and landowners) and thus acquire a particu-
lar social form, & form which they do not have in other social forma-
tions. The means of production appear as cupital, labor as wuge labor,
land as an object of purchase and sale. The conditions of labor, i.e.,
means of production and land, which are “formally independent™(C.,
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i, p. 825) from labor itself in the sense that they belong to dif-
ferent social classes, acquire a particulur social *“form,” as was men-
tioned above. If the individual technical factors of production are
independent, and if they belong to separate economic subjects (capi-
talist, worker and landowner), then the process of production cannot
begin until a direct production rclation is established among particu-
lar individuals who belong to the three social classes mentioned
above, This production relation is brought about by concentrating all
the technical factors of production i one cconomic unit which
belongs o a capitalist. This combination ol all the [actors of produc-
tion, of people and things. is indispensuble in every social form of
cconomy, but “the specific manner in which this union is accom-
plished distinguishes the different cconomic epochs of the structure
of society from one another” (C., I, pp. 30-37),

Let us imagine [eudal society, where the land belongs to the
landiord, and the labor and means of production, usually very primi-
tive, belong w the serf, Here a social relation of subordination and
dommation between the serf and landlord precedes and makes pos-
sible the combination of all the (actors of production. By force of
comnion law the serf uses a plot of land which belongs to the land-
lord, and he must pay rent and serve a corvée, re., work a given
number of days on (he manor, ususally with his own means of pro-
duction. Permanent production relations which exist between the
landlord and the serf make possible the combination of all factors of
production m two places: on the peasant’s plot, and on the manor.

In capitalist society, as we have scen, such permanent, direct
relations between determined persons who are owners of different
factors of production, do not exist. The capitalist, the wage laborer,
as well as the landowner, are commodity owners who are formatly
independent from euach other. Direct production relations among
them have yet to be established, and then in a form which is usual
for commeodity owners, namely in the form of purchase and sale. The
capitalist has to buy. from the laborer, the nght to use his labor
force. and lrom the landlord, the right to use s land. To do this he
must pussess enough capital. Only as the owner of a given sum of
value (capital) which cnables him to buy means ol production and to
make it possible for the luborer to buy necessary means of subsis-
tence, does he become a capitalist, an orgunizer and manager of
production. Capitalists use the authority ol directors of production
“only as the personification of the conditions of labor in contrast to
labor, and not as political or theocratic rulers as under earlier modes
ol production” (C., I, p. 881). The capitalist “is a capitalist and can
undertake the process of exploiting labor only because, bemng the
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owner of the conditions of labor, he confronts the laborer as the
owner of only labor-power” (C., IlI, p. 41). The capitalist’s status in
production is determined by his ownership of capital, of means of
production, of things, and the same ss true of the wage laborer as the
owner of labor power, and the landlord as owner of the land. The
agents of production are combined through the fuctors of production,
production bonds among people arc established through the move-
ment ol things. The independence of the factors of production,
which is based on private ownership, makes possible their material-
technical combination, indispensable: for the produciion process, only
by establishing the production process of exchange among their
owners. And inversely: dircct production relations which are estab-
lished among the representatives of the different social classes (the
capitalist, worker and landlord), result in a given combination of
technical factors of production, and are connected with the transfer
of things {rom one economic unit to another. This tight connection
of production relations among people with the movement of things in
the process of material production leads to the “reification” of
production relations among people.



Chapter Three

REIFICATION OF PRODUCTION RELATIONS AMONG PECPLE
AND PERSONIFICATION OF THINGS

As we have seen, in commodity-cupitalist society separate
individuals are related directly to cach other by determined produc-
tion relations, not as members of society, not as persons who occupy
a place in the sociad process of production, but as owners of deter-
mined things, as “social representatives” of different factors of pro-
duction. The capitalist “is merely cuapital personified” (C., I, pp.
819, 824). The landlord “appears as the personification of one of the
most essenlial conditions of production,” land (C., IH, pp. 819, 824).
This “personification,” in which critics of Marx saw something
incomprehensible and cven mystical® indicates a very real phenom-
enon: the dependence of production relations among people on the
social form of things (factors of production) which belong to them,
and which are personified by them.

If a given person enters a direct production relation with other
determined persons as owner of certain things, then a given thing, no
matier who owns it, enables its owner to occupy a determined place
m the system of production relations. Since the possession of things
15 o condition for the establishment of direct production relations
among people, it secms that the thing itself possesses the ability, the
virtue, to establish production relations. 1f the given thing gives its
owner the possibility to enter relations of exchange witl any other
commodity owner, (hen the thing possesses the spectal virtue of
exchangeability, it has “vatue.” If the given thing connects two com-
modity owners, one of whom is a capitalist and the other a wage
laborer, then the thing is not only a “value.” 1t is “capital” as well. If
the capitalist enters into a production relation with a landlord, then
the value, the money, which lie gives to the fandlord and through the
transfer of which he enters the production bond, represents *‘rent.”
The money paid by the industrial capitalist to the money capitalist
for the use of capital borrowed from the latter, s called “interest.”
Lvery type of production relation among people gives a specific
“soctal virtue,” “social form,” to the things by means of which deter-
mined people enter into direct production relations. The given thing,
in addition to serving as a use value, as a material object with deter-
mined properties which make 1t a consumer good or a means of

L Cf. Passow, Richard, Kapitalisimus, Jena: G. Fischer, 1918, p. 84,



22 MARX'S THEORY OF COMMODITY FETISHISM

production, Le., in addition to performing a technical function in the
process of material production, also performs the social function of
connecting people.

Thus in the commodity-capitalist society people enter direct
production relations exclusively as commodity owners, as owners of
things. On the other hand, things, as a result, acquire particular social
characteristics, a particular social form. “The social qualities of lubor”
acquire “material characteristics,” and objects, “social characteristics”
(C., I, p. 91). Instead of “direct sociul relations between individuals
at work,” which are established in a socicty with an organized
cconomy, here we observe ““material relations between persons and
social relations between things” (C., 1, p. 73/, Here we see two prop-
criies of the commodity economy: “personification of things and
conversion of production relations into entities {relations among
things]” (C., IIi, p. 830), “The materialization of the socjul featurcs
of production and the personification of the material foundations of
production” (Ibid., p. 8§80).

By the “materialization of production relations” among people,
Marx understood the process through which determined production
relations among people {for example, between capitalists and work-
ers) assign a determined social form, or soctal characteristics, to the
things by means of which people relate to one another (for instance,
the social form of capital).

By “personification of things” Marx understood the process
through which the existence of things with a determined social form,
for example capital, enables its owner to appear in the form of a
capitalist and to enter concrete production relations with other
people.

At first sight both of these processes may appear to be mu-
tually exclusive processes. On one hand, the social form of things is
treated as the result of production relations among people. On the
other hand, these same production relations are established among
people only in the presence of things with a specific social form. This
contradiction can be resolved ounly in the dialectical process of social
production, which Marx constdered as a continuous and ever-recurring
process of reproduction m which each link 1s the result of the pre-
vious link and the cause of the following one. The social form of
things is at the same time the result of the previous process of pro-
duction and of expectations about the future.?

2 s . . .
Below we give a brief presentation of conclusions developed more fully
I our article, “Praduction Relations and Material Categories,” Pod znamencin
warlosizma (Under the Banner of Marxism), 1924, No. 10-11,
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Every social form related to the products of labor in capitalist
society (money, capital, profit, rent, etc.), appeared as the result of a
long historical and social process, through constant repetition and
sedimentation of productive relations of the same type. When the
given type of production relations among people is still rare and
exceptional in a given society, it cannot impose a different and per-
manent social character on the products of labor which exist in it.
“The momentary social contact”” among people gives the products of
their labor only a momentary social form which appears together
with the social contacts which are created, and disappears as soon as
the social contacts end (C., I, p. 88 In undeveloped exchange, the
product of labor determines value only during the act of exchange,
and is not a valuc cither belore or after thut act. When the partic-
pants in the act of exchange compare the products of thewr labor
with a third product, the third product performs the function of
money in embryonic form, not bemng money ecither before or after
the act of exchange.

As productive forces develop, they bring about a determined
type of production relations among people. These relations are fre-
quently repeated. become common and spread in a given social en-
vironment, This “crystallization” of production relations among
people leads to the “crystallization” of the corresponding social
forms among things. The given social form is “fastened,” fixed to a
thing, preserved within it even when the production relations among
people are interrupted. Only [rom that moment cun one date the
appearance of the given matenal category as detached from the pro-
duction relations among people from which it arose and which it, in
turn, affects. “Value” seems to become a property of the thing with
which it enters into the process ol exchange and which the thing
preserves when it leaves. The same is true of money, capital and
other social forms of things. Being consequences of the process of
production, they become its prerequisites. From this point on, the
given social form of the product of labor serves not only as an
“expression” of a determined type of production relations among
people, but as their “bearer.” The presence of a thing with a deter-
mined social form in the hands of a given person induces lum to
enter determined production relations, and mforms him of its particu-
fur social character, “The reification of production relations” among
people is now supplemented by the “personification of things.” The
soctal form of the product of labor, being the result of innumerable
transuctions among commodity producers, becomes a powerful means
of exerting pressure on the motivation of individual commodity pro-
ducers, foreing them to adapt their belhavior to the dominant types

a A
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of production relations among people in the given society. The im-
pact of society on the individual is carried out through the social
form of things. This objectification, or “reification,” of the produc-
tion relations among people in the social form of things, gives the
economic system greater durability, stability and regularity. The
result is the “crystallization” of production relations among people.

Only at a determined level of development, after frequent
repetition, do the production relations among people leave some kind
of sediment in the form of certain social characteristics which are
fixed to the products of labor. If the given type ol production rcla-
tions have not yet spread widely enough i the society, they cannot
yet give to things an adequate social form. When the ruling type of
production was crafts production, where the goal wuas the “main-
tenance™ of the craftsman, the craftsman still considered himself a
“master craftsman” and he considered his income the source of his
“maintenance” even when he cxpanded his enterprise and had, in
essence, already become a capitalist who fived from the wage labor of
his workers. He did not yet consider his income as the “profit” of
capital, nor his means of production as “capital.” In the same way,
duc to the influence of dominant agriculture on precapitalist social
relations, interest was not viewed as a new form of income, but was
for a long time considered a modified form of rent, The renowned
economist Pettly tricd to derive interest from rent in this manner.3
With this approach, all cconomic forms are “subsumed” under the
form which is dominant in the given mode of production (C., {II, p.
876). This explains why a more or less extended period of develop-
ment has to take place before the new type of production relations
are “reified” or “crystallized” in the social torms which correspond
to the products of lubor.

Thus the connection between the production relations among
people and the material categories must be presented in the following
manner. Bvery type of production relation which is characteristic for
a commodity-capitalist economy ascribes a particular social form to
the things for which und through which people enter the given rela-
tion. This leads to the “reification” or “crystallization” of production
relations among people. The thing which is involved in a determined
production relation among people and which has a corresponding
social form, maintains this form even when the given, concrete, single
production relation is interrupted. Only then can the production rela-

3 Cf. 1. Rubin, Istoriva ckonomicheskoi mypsli (History of Economic
Thought), Sccond Edition, 1928, Chapter VIL,
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tion among people be considered truly *reified,” namely “crystal-
lized” in the form of a property of the thing, a property which seems
to belong to the thing itself and to be detached from the production
relation. Since the things come forth with a determined, fixed social
form, they, in turn, begin to influence people, shaping their motiva-
tion, and inducing them to establish concrete production relations
with cach other. Possessing the social form of “capital” things make
their owner a “capitalist™ and in advance determine the concrete
production refations which will be established between him and other
members of society. It seems as il the social character of things
determines the soctal charaeter of their owners. Thus the “personifi-
cation of things” is brought about. In this way the capitalist glows
with the reflected light of his capital, but this is only possible be-
cause he, in turn, reflects a given type of production refation among
people. As a result, particudur individuals are subsumed under the
dominant rype of production relations. The social form of things
conditions individual production bonds among particular people onty
because the social form itself 1s an expression of socil production
bonds. The socual torm ol things appears as a condition for the pro-
cess of production which is given in advance, ready-made, and per-
manently fixed, only because it appears as the congealed, crystallized
result of a dynamic, constantly flowing and changing social process of
production. In this way, the apparent contraction between the “reifi-
cation of people” and the “personification of things” is resolved in
the dialectical, uninterrupted process of reproduction. This apparent
contradiction is between the determination of the social form of
things by production relations among people and the determination
of the individual production relations among people by the social
form of things.

Of the two sides of the process of reproduction which we have
mentioned, only the sccond side - “personification of things™ -lies on
the surface of economic life and can be directly observed. Things
appear In a ready-made social fonn, influencing the motivation and
the behavior of individual producers. This side of the process is
reflected directly in the psyche of individuals and can be directly
observed. It is much more dilticult to trace the formation ol the
soctad Torms of thmgs from the production relations among people.
This side of the process. i.c.. the “reification” of production relations
among people, 15 the heterogencous result of a muass of transactions
of human actions which are deposited on top of cuch other. It is the
result of a soctal process which is carried on ““behind their backs,”
ie., a result which was not sel in advance as a goal. Only by means
of profound historical and social-cconomic analysis did Marx succeed
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in explaining this side of the process.

From this perspective, we can understand the difference which
Marx often drew between the “outward appearance,” the “external
connection,” the “surface of phenomena,” on the one hand, and
“internal connection,” “concealed connection,” “immanent connec-
tion,” the “essence of things,” on the other hand . Marx reproached
vulgar cconomists for limiting themselves to an analysis of the exter-
nal side of a phenomenon. He reproached Adam Smith for wavering
belween “esoteric” (external) and “exoteric” (internal) perspectives.
It was held that the meaning of these statements by Marx was very
obscure. Critics of Marx, even the most generous, accused him of
economic metaphysics for his desire to explain the concealed con-
nections of phenomena. Marxists sometimes explained Marx’s state-
ments in terms of his desire to differentiste between methods of
crude empiricisim and abstract isolation We feel that this reference to
the method of abstraction is indispensable, but far too inadequate to
characterize Marx’s method. He did not have this in mind when he
drew an opposition between the internal connections and the external
connections of a phenomenen. The method of abstraction is common
to Marx and many of his predecessors, including Ricardo. But it was
Marx who introduced a sociological method into political cconomy,
This method treats material categories as reflections of production
relations among people. It is in this social nature of material cate-
gories that Marx saw their “internal connections.” Vulgar economists
study only outward appearances which are “estranged” from cco-
nomic relations (C., I, p. 817), ie., the objectified, ready-made
form of things, nol grasping their social character. They see the
process of the “personification” of things which takes place on the
surfuce of economic life, but they have no idea of the process of
“reification of production relations” among people. They consider
material categories as given, ready-made “conditions” of the process
of production which aftect the motives of producers and which are
expressed in their consciousness; they do not examine the character
of these mualerial categories as results of the social process. Ignoring
this internal, social process, they restrict themselves to the “external
connection between things as this connection appears in competition,
In competition, then, cverything appears inside out, and always seems

4 See ¢, L, p. 817: and other works.

5 Kunov, “K ponimaniyn metoda issiedovanmya Marksa” (Towards an
s

Understanding  of - Marx’s Method of Research)y Osuovipe problemy  poli-
rnicheskot ekonomii, 1922, pp. 57-58.
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to bein reverse.”® Thus production refations among people appear to
depend on the social forms of things, and not the other way
around,

Vulgar ccononusts who do not grasp that the process of “per-
sonification of things” can only be understood as a result of the
process of “reification of production relations among people,” con-
sider the social characteristics of things (value, money, capital, etc.)
as natural characteristics which belong to the things themselves.
Value, money, and so on, are not considered as expressions of human
relations “tied” to things, but as the direct characteristics of the
things themselves, characteristics which are “directly intertwined”
with the nutural-technical characteristics of the things. This is the
cause of the commodity fetishism which is characteristic of vulgar
cconomics and of the commonplace thinking of the participants in
production who are limited by the horizon of the capitalist economy.
This is the cause ol “the conversion ol social relations into things,
the direct coalescence of the material production relations with their
historical and social determination” (C., I, p. §30). “An element of
production [is] amalgamated with and represented by a definite
soctal form.” (Ibid., p. 816). “The itormal independence of these
conditions of labor in relation to labor, the unique form of this
independence with respect to wage-labor, is then a property insep-
arable from them as things, as material conditions of production, an
inherent, immanent, intrinsic character of them uas elements of pro-
duction, Their delinite soctal charucter in the process of capitalist
production bearing the stamp of a definite historical epoch 15 a
natural, and inwuinsic substantive character belonging to them, as it
were, from time immemorial, as clements of the production process”

(Ibid.. p. 825).7

6 K. Marx, Teorli pribavochnor stoimosti {Theonies of Surplus Value),

Vol. 11, p. 57.

7 Only by viewing this ‘‘coalescence” of soctal relations and material
conditions of production from this point of view does Marx’s theory of the
dual nature of commeodities become clear to us, as well as his statement that
use values appear as thie “‘material depositories of exchange value” (C.. L, p.
36). Use value and value are not two different propesties of things. as is held
by Bohm-Bawerk. The contrast between them is caused by the contrast be-
tween the method of natural science, which deals with the commodity as a
thing, and the sociological method, which deals with social relations “coalesced
with things.” “Use value expresses a naturaf relationship between a thing and a
man, the existence of things for man. But exchange value represents the social
existence of things™ (Theorien iiber den Mehrwert, 1910, Vol. 11, p. 355).
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The transformation of social production relations into social,
“objective” properties of things is a fact about commodity-capitalist
economy, and a consequence of the distinctive connections between
the process of material production and the movement of production
relations. The error of vulgar economics does not lie in the fact that
it pays attention to the material forms of capitalist cconomy, but
that it does not see their connection with the social form of pro-
duction and does not derwve them from this soctal form but {rom the
natural properties of things. “The effects of determined social forms
of labor are assigned fo things, to the products of that fubor; the
relation ttset! comes forth in a fantastic manper in the form of
things. We have scen that this is a specific property of commodity
production. . . Hodgskin sees in this a purely subjective illusion
behind which the deceit and interest of the exploiting classes is con-
cealed. He docs not see that the manner of presentation 1s a resoit of
the actual refation itself, and that the relation is not an expression of
the manner of presentation, but the other way around™ {Theorien
iiber den Mehrwert, 1910, Vol HI, pp. 354-355).

Vulgar economists commit two kinds of errors: 1) either they
assign the “economic definiteness of form™ to an “objective pro-
perty” of things (C., I, p. 164}, ic.. they derive socia! phenomena
directly from fechnical phenomena; for example, the ability of capital
to yield profit, which presupposes the existence of particular social
classes and production relations wmong them, s explamed in terms of
the technical functions of capitad in the role of means of production;
2y or they assign “‘certain properties materially inherent in instru-
ments of labor” to the social form of the instruments of labor
(ibid.j, ie., they derive fechnical phenomena directly from social
phenomena; for example, they assipn the power to increase the
productivity of labor which is inherent in means of production and
represents their technicul function, to capital, re., a speeilic social
form of production (the theory of the productivily of capital),

These “two mistukes, which at [irst glunce scem contradictory,
can actually be reduced to the sume basic methodological defect; the
identification of “the material process of production with ils social
forny; and-the identification of the technical functions of (hings with
their sociel -functions. Instead of considering technical and social
phenomena -as different aspects of human working activity, aspects
which are closely related but different, vulgar cconomists put them
on the same level,-on the same scientific plane, so to speak. They
examine cconomic phenomena directly in those closely mitertwined
and “coalesced” technical and social aspects which are inherent in the
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commodity cconomy. The result of this is a “wholly incom-
micnsurable [relation] between a use-value, a thing, on one side, and
a definite social production relation, surplus-value, on the ather™(C.,
i, p. 818); “. . . a social relation conceived as a thing is made
proportional to Nature, 1re.. two mcommensurable magnitudes are
supposed to stand in a given ratio to one another” (Ibid., p. §17).
This identification of the process of production with its social forms,
the technical properties of things with social relations “materialized”
in the social torm ol things, cruelly revenges itsell, Economists are
often struck with naive astomshment “when what they have just
thought to have defined with great difficulty as a thing suddenly
appears as a soctal refation and then reappears to tease them again as
a thing, belore they have barely managed to define it as a socusl
relation” (Critique, p. 31).

It can casily be shown that “the direct coalescence of material
relations of production witlt their historical-social form,” as Marx put
i, is not only inherent in the commodity-capitalist cconomy, but in
other social formis as well. We can observe that social production
relations among people are causally dependent on the muterial
conditions of production and on the distribution of technical means
of production among the different social groups in other types of
econnomy as well. From the pomt of view of the theory of historical
matenalisim, this is a general socwological Jaw which holds for all
social formations. No one can doubt that the totality ol production
relations between the fandlord und the serts was causally determined
by the production techmigue and by the distribution of the technieal
fuctors ol production, namely the land, the cattle, the tools, between
the landlord and the serfs, m feudal society. But the fact is that m
feudal society production relations among people are established on
the basis of the distribution of things among them and for things, but
not through things. Here peopic are directly related with each other:
“the social relations between individuals in the performance of their
labar, appear at all events as their own mutual personal refations, and
are not disguised under the shape of social relations between the
products of labor” (C., I, p. 77). However, the specific nuture of the
commodity-capitalist cconomy resides v the fact that production
relations among people are not established only for things, but
through things. This is precisely what gives production relations
among people a “materialized,” “reified” form und gives burth to
commodity fetishism, the confusion between the material-technical
and the social-cconomic aspect of the production process, a confusion
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which was removed by the new sociological method of Marx.8

8 In general, -the connection between things and social relations among
people s-more complex and many-sided. Thus, for exampie, taking into con-
sideration” only - phenomena which are closely related with our theme, we can
observe: - 1y in - the cconontic sphere of various social formations, the cousal
dependence of production relations among people on the distribution of things
among “them {(the dependence of production relations on the structure and
disteibution of productive forces); 2) in the economic sphere of the com-
modity-capitalist economy, the realization of production relattons among
people through things, their “coalescence™ (commodily fetistusm in the precise
meaning of the words); 33 in wrious spheres of varions soctal formations, the
symbolization -of relations among people i things (gencral social symbolization
or fetishization of social relations among people). Here we are only concerned
with the second topic, commodity fetishism in the precise meaning of the
words, and .we-hold it indispensable to make a sluep distinction between this
topic and the first (The confusion between the two is noticeable in N. Buk-
harin's Historical Materialism {English language edition: New York: Russell and
Russell, Inc., 1965], Russian edition, 1922, pp. 161-162) and between this
topic and the third (A. Bogdanov's theory of fetishism suffers from thus confus-
ion). C




Chapter Four

THING AND SOCIAL FUNCTION (FORM)

The new sociological method which Marx introduced into
political economy applies a consistent distinction between productive
forces and production relations, between the material process of
production and its social form, between the process of labor and the
process of value formation. Political economy deals with human
working activity, not from the standpoint of its technical methods
and instruments of labor, but from the standpoint of its social form.
1t deais with production relations which are established among people
in the process of production. But since in the commodity-capitalist
society people are connected by production relations through the
transfer of things, the production relations among people acquire a
material character. This “materialization” takes place because the
thing through which people enter definite relations with each other
plays a particular social role, connecting people—the role of “inter-
mediary” or “bearer” of the given production refation. Inaddition to
existing materially or technically as a concrete consumer good or
means of production, the thing scems to acquire a social or func-
tional existence, i.e., a particular social character through which the
given production reiation is expressed, and which gives things a
particular social form. Thus the basic notions or categories of
political economy express the basic social-economic forms which
characterize various types of production relations among people and
which are held together by the things through which these relations
among people are established.

In his approach to the study of the “economic structure of
society” or “the sum total of the relations of production” among
people, Marx! separated particular forms and types of production
relations among people in a capitalist society.2 Marx analyzed these
types of production relations in the following sequence. Some of
these relations among people presuppose the existence of other types
of production relations among the members of a given society, and

g Marx, “Prefuce” to A Commribution to the Critique of Political
Economy. Chicago: Kerr and Co., 1904,

We have in mind various forms or types of production relations among
people in a capitalist society, and not various types of production relations
which characterize different types of social formations.
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the latter relations do not necessarily presuppose the existence of the
former: thus the former assume the latter. For example, the relation
between financial capitalist C and industrial capitalist B consists of
B’s receving a toun from C; this relation already presupposes the
existence of production refations between industrial caprtalist B and
laborer A, or more exactly, with many laborers. On the othier hand,
the relations between the industrial capitalist and the laborers do not
necessarily presuppose that capitalist B had fo borrow money from
the financial capitalist. Thus 1t is clear that the cconomic categorics
“capital” and “surplus value” precede the categones “interest-bearing
capital” and “‘terest.” Furthermore, the relation between the in-
dustrial capitalist and the workers has the form of purchase and sale
of labor- powu, and in addition presupposes that the capitalist pro-
duces goods for sale, i.c., that he is connected with other members of
society by the pwductwn relations of commodity owners with cach
other. On the other hand, relations among the commodity owners do
not necessarily presuppose a production bond between the industrial
capitalist and the workers, From this it is clear that the categories
“commodity” and “value™ precede the category “capital.” The logical
order of the cconomic categorics follows {rom the character of the
production relations which are expressed by the categories. Marx’s
economic system analyzes a series of production relations of in-
creasingly complex types. These production relations are expressed in
a series of social forms of increasing complexity—these being the
social forms acquired by things. This conncction between a given
type of production relation among people and the corresponding
social function, or form, of things, can be traced in all economic
categorics.

“The basic social relation among people as commodity-producers
who -exchange the products of their labor gives to the products the
special property of exchangeubility, which then scems to be a natural
property -of the products: the special “form of value.” Regular
exchange relations among people, in the context of which the social
activity - of -commodity owners has singled out a commodity (for
example gold) to serve as a general equivalent which can be directly
exchanged for any other commodity, give this commodity the par-
ticular -function of money, or the “money form.” This money form,
in turn, carrics out several functions, or forms, depending on the
character of the production relation among buyers and sellers.

If the'transfer of goods from the seller to the buyer and the
inverse transfer 'of money are carried out simultaneously, then money
assumes - the- function, or has the form of a “medium of circulation.”
If the transfer of goods precedes the transfer of money, and the
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relation between the seller and the buyer is transformed into a rela-
tion between debtor and creditor, then money has to assume the
function of a “means of payment.” If the seller keeps the money
which he received from his sale, postponing the moment when he
enters a new production relation of purchase, the money acquires the
function or form of a “hoard.” Every social function or form of
money expresses a different character or type of production relation
among the participants in exchange.

With the emergence of a new type of production relation—
namely a capitalistic relation which connects a commodity owner (a
capitalist) with a commodity owner (a worker), and which is c¢s-
tablished through the transfer of money—the money acquires a new
sociai function or form: it becomes “capital.” More exactly, the
money which directly connects the capitalist with the workers plays
the role, or has the form, of “variable capital.” But to establish
production relations with the workers, the capitalist must possess
means of production or moncy with which to buy them. These
means of production or money which scrve indirectly to establish a
production relation between the capitalist and the workers has the
function or form of “constant capital.”™ To the extent that we con-
sider production relations between the class of capitalists and the
class of laborers in the process of production, we are considertng
“productive capital” or “capital in the stage of production.”™ But
hefore the process of production began, the capdalist appeared on
the market as a buyer of means of production and labor puwer,
These production relations between the capitalist as buyer and other
commodity owners correspond to the function. or form, of “"money
capitul.™ At the end of the production process the capitalist appears
as a seller of his goods, which acquires an expression in the function,
or form of, “commodity capital.” In this way the metamorphosis or
“transformation of the form™ of capital reflects ditferent forms of
production refations among people.

But this still does not exhaust the production relations which
connect the industrial capitalist with other members of society. In
tirst place, industrial capitalists of one branch are ¢connected with the
industria capitalists of all other branches through the competition of
capital and 1ts transfer from one branch to another. This relation is
expressed 1 the formation of “the general average rate of profit)”
and the sale ol goods at “prices of production.” In addition. the class
of capitalists s itself subdivided mto several social groups or sub-
classes: industriad, commercial ard money (financial) capitalists.
Besides these groups, there is still a class of lmdowners. Production
relations among these different social groups create new social and
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cconomic “‘“forms™: commercial capital and commercial profit,
interest-bearing  capital and interest, and ground-rent. “Stepping
beyond its inner organic life, so to say, it [capital] enters into rela-
tions with outer life, into relations in which it is not capital and
labor which confront one another. but eapital and capital in one case,
and individuals, again simply as buyers and sellers, in the other” (C,,
1, p. 44)3 The subject here is the different types of production
relations, and partecularly production relations: 1) between capitalists
and workers; 2) between capitalists and the members of socicty who
appear as buyers and sellers: 3) among particular groups of mdustrial
capitalists and between industrial capitalists as a group and other
groups of capitalists (commercial and financial capitalists). The first
type of production relution, which is the basis of capitalist society, is
exammed by Marx in Volume 1 of Cupital, the second type in
Volume 11, and the third in Volume 111 The basic production rela-
tions of commodity society, the relations among people as com-
modity-producers, are examined by Marx in A Comtribution to the
Critique of Political Economy, and are reexamined in Part 1 of the
{irsst volume ol Capital, which has the heading “Commodities and
Money” and which can be treated as an introduction to Marx’s
systemy (in the {isst draft Maix ntended to call this purt: “Intro-
duction. Commodities. Money.” See Theorien iiber den Mehrwert,
1910, Vol (1, p. VHI) Marx’s syslem examines vagous types of
production refations of iucreasing complexily as well as the mcreas-
ingly complex corresponding cconomic forms of things.

The basic cafegories of political economy thus express various
types of production velations which assume the form of things. “In
reality, value, in aself, is only a material expression for a relation
between the productive activities of people™  (Theorien wiber den
Mehrwert, 1f, p. 218} “When. thercfore, Galianr says: Value 1s a
relation between  persons--‘La Ricchezza ¢ una ragione tra duc
persone’—he ought to have added: a rclation between persons ex-
pressed as a relation between things™ (C.. 7, p. 74). “To it [monetury
system] gold and silver, when serving as money,. did not represent a
social retation between producers™ (C., 1, p. 82). “Capital is a sociul
relation of production. It isa historical production relation ™ Capital

3 Emphasis added.
K. Marx, Wage Labour and Cupital, in Marx and Engels, Selected
Works, Moscow: Foreign Languages Publishing House, 1962, In this cdition, the
passage cited above is translated: “Capital, also, is a social relation of produc-
tion, 1t is a bourgeois production relation, a production relation of bourgeois
society.” p. 90.
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is “a social relation expressed (darstellr) in things and through things”
{Theorien iiber den Mehrwert, III, p. 325). “Capital is not a thing,
but rather a definite social production relation, belonging to a
definite historical formation of society, which is manifested in a thing
and lends this thing a specific social character” (C., I, p. 814).5

Marx explained his conception of economic categories as the
expression of production relations among people in greatest detail
when he dealt with the categories value, money and capital. But he
more than once pointed out that other notions of political economy
express production relations among people. Surplus value represents
“a definite historical form of social process of production” (C,, I, p.
816). Rent is a social rclation taken as a thing (C., III, p. 815).
“Supply and demand are neither more nor less relations of a given
production than are individual exchanges.”® Division of labor, credit,
are relations of bourgeois production {Ibid., pp. 126-145). Or as Marx
stated in a general form, “economic categories are only the
theoretical expressions, the abstractions of the social relations of
production (Ibid., p. 109).

Thus the basic concepts of political economy express different
production relations among people in capitulist society. But since
these production relations connect people only through things. the
things perform a particular social function and acquire a particular
social form which corresponds to the given type of production rela-
tion, If we sad carlier that economie categories express produclion
relations among people, acquiring 4 “material” character, we can also
say that they express social [unctions, or soctal forms, which are
acquired by things as mtermediaries 1n social relations among people.
We will begin our analysis with the social function of things.

Marx often spoke of the funcrions of things, functions which
correspond to the different production relations among people. In the
expression of value one commodity “‘serves as an equivalent” (C., 1.
p. 48 and p. 70), “The function of money” represents a series of
different functions: “Function as a measure of value™ (Ibid,, p. 117),
“function as a medium of circulation” or “function as coin” (Ibid.,
p. 117 and p. 126), “function as means of payment” {Ibid., pp. 127,
136, 139), “function of hoards” {p. 144} and “the function of
money of the world” (p./44). The different production relations

3 Marx most often said that a production relation “is represented” (stch
darstellt) in @ thing, and a thing “represents” (darstelit) a production refution.

6 K. Marx, The Poverey of Philosophy, New York: International Pub-
fishers, 1963, p. 43.
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between buyers and sellers correspond to different functions of
money. Capital is also a specitic social function: . . . the property of
being capital 1s not inherent i things as such and in any case, but is
a function with which they may or may not be invested, according to
circumstances™ (C, [, p. 207). In money capital, Marx carefully
differentiated the “money function™ from the “capital tunction™ (C.,
H, pp. 36, 79). The subject here, obviously, is the social function
which capital performs, connecting different social classes and their
representalives, cupitalists and wuge workers: the subject clearly s not
the technical function which the means of production perform in the
materisl production process. I capital s a soctal function then, ag
Marx says, “its subdivision is justified and relevant.” Variable and
constant capital differ in terms of the different functions which they
perform i the “process of expanding” capital (C., £, pp. 208-209);
variable capital directly connects the capitalist with the worker and
tansters the labor-power of the worker to the capitalisty constant
capital scrves the sume purpose indirectly, A “functional difference”™
exists between them (CL fopo 270 The saume s true of the division
into fixed and cireulating capital. 1t is not a queston here of defini-
tions fof fixed and crculatg capital- 2R} which thugs  wust be
made 1o fit. We are dealing here with definite functions which must
be expressed in definite categories (C., 1o po 2300 crpliusis added),
This distinetion between the tunctions of {ixed and circuluting capital
refers to difterent methods ol transferring the value of capital to the
product, fe., to the full or partal restoration of the value ol capital
during one turnover penod (bid., pp. 167-168). This distincton
between social functions in the process of transferring value (ice., n
the process of circulation) is often contused by econumists with o
distinction between  technieal functions i the process of matenal
production, namely with s distinction between the gradual wear and
tear of the mstruments of labor and the total consumpuon of raw
materials uand accessories. In the second part of Volume 1 of Capiral,
Marx devoted a great deal of energy to showing that the vategories of
lixed -and - cireulating capital express precisely the above-mentioned
social “functions of transferring value. These funcuons are, in fact,
refated 1o particular technical functions of meays ol production, but
they -do not” coineide with them. Not oniy do different purts of
productive scapital {constant and variable, fixed and circulatng)y difter
from cach other by their functions. but the division of capual into
productive, moncy and commodity capital. is also bused on differ-
ences in function.. The “functions of commodity and commercial
capital™ are distinguished from the “functions of productive capital™
(C, 1, pp. 127, 79,0, 11, p. 209, and elsewhere).
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Thus different categories of political economy describe different
social functions of things, corresponding to different production rela-
tiens among people, But the soeal function which is realized through
a thing gives this thing a particular social character, a determined
soctal form, a “determination of form” (Formbestimmtheit),” as
Murx frequently wrote. A specific social lunction or “‘economic
form™ of things corresponds to each type of production relativns
among people. Marx more than once pointed out the close reiation-
ship between the function and the form, “The coat offictates as
equivalent, or appears in equivalent form™ (C. I, p. 48). “This
specific function in the process of circulation gives money, as a
medium of circulation, a new determination of form™ (Kritik der
Politischen Oekonomie, p. 92). If the social function of a thing gives
the thing @ specific social-cconomie form, then 1t s clear that the
basic categorics of political economy (which we considered above as
expressions of different production relations and soctal functions of
things}) serve us expresstons of sociul-cconomic forms which corres-
pond to things. These forms give things their function as “bearers” of
the production relations among people. Most often Marx called the
cconomic phenomena which he analyzed, “economic forms,” “defini-
tions of forms.” Marx’s svstem examnines a series of increasingly cont-
plex “economic forms’ of things or “definitions of jorms’ (Form-
bestimmtheiten) which correspond to a series of increasingly complex
production relations among people. Lo the Prefuce to the first edition
of the first volume of Capital, Marx pointed out the difficultics of
“analyzing economic forms,” particularly “the form of value” and
“the money form.” The fonm of value, in tum, includes various
forms: on one hand, every expression of value contuns o “relatve
form™ and an “equwvalent form,” and on the other hund, the histori-
cal developnient of vatue is expressed mn the mereasing complexity of

T The convept of Formbestinmiheir or Formbestimmung plays a large
roke in Marx' system. The system is concerned above all with the analysis of
social forms of cconomy, namely production relations among people. Instead of
Formbestimmiheir, Marx often said Bestimmtheit. 'V, Bazarov and 1. Stepanov
sonmetimes very correctly transfate the latter term with the word “form™ (Cf.
Kapual, Vol. I, Book II, pp. 365-366. and the Russian translation, p. 359). It
15 completely  umpermissible  to  translate “Bestunmtheit™ with  the word
“nomination” ‘naznachenic™). as is often done by P. Rumyantsev (Kritik der
Politschen Ockononue, p. 10, and the Russian translation, p. 40). The transla-
tion “formad determination”™  (C“formal’noe  opredelenic™) also misses Marx's
point. (Nokoplenie kapitali ¢ krizisy, The Accumulation of Capital and Crises,
by S. Bessonouva.) We prefer a precise trunstation: “determination of form™ or
“definition of form.”
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its forms: from an “elementary form” through an “expanded form,”
value passes to a “general form™ and a “money form.” The formation
of money is a “new definition of form” (Kritik der Politischen
Oekonomie, p. 28). Different functions of money are at the same
time different “‘definitions of form” (1did., p. 46). Thus, for example,
money as 4 measure of value and as a standard of price are “different
definitions of form,” the confusion of which has led to crroneous
theories (/bid., p. 54).8 “The particular finctions of money which it
performs, either as the mere equivalent of commodities, or as means
of circulation, or means of puyment, as hoard or as universal money,
point, according to the extent and relative preponderance of the one
function or the other, to very different stages in the process of social
production” (C., I, p. 170; emphasis added). What is emphasized here
is the close connection between the forms (functions) of money and
the develupment of production relations among people.

The transition of money into c. pital indicates the emergence of
a new cconomic form. “Capital is a social form which is acquired by
means of reproduction when they arc used by wage labor’ (Theorien
tiber den Mchrwert, Vol LI, p. 383), a particular “social determina-
tion” {Ibid., p. 547). Wage labor is also “a sociul determination of
labor™ (Ibid., p. 563}, ic., a determined social form of labor. The
component parts of productive capital (constant and variable, fixed
and circulating, examuned in terms of the differences of their func-
tions, also represent different forms of capital (C, I, pp. 167-168,
and elsewhere), Fixed capital represents a “determination of form”
(C., I, p. 169). In the same way, money, productive capital, and
commodity capital are different forms of capital (C., If, p. 50). A
particular sociul function corresponds to cach of these forms. Money
and commodity capital are “special, differentiated forms, modes of
existence corresponding to special functions of industrial capital” (C.,
H, p. 83). Capital passes “from one functional form to another, so
that the industrial capital. . . exists simultaneously in its various
phases and functions” (fbid., p. 106). If these functions become
independent from each other and are carricd out by the separate
capitals, then thesc cupitals take on mdependent forms of com-
modity-commercial capital and money commercial capital “through
the fact that the definite forms and functions which capital assumes
for the moment appear as independent forms and functions of a
separate portion of the capital and are exclusively bound up with it”
(C., I, p. 323).

8 Translated as “distinct forms of expression” in the LInglish cdition of
the Critique. 1904, p. 81. (m.)
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Thus economic categories express different production relations
among people and the social functions which correspond to them, or
the social-economic forms of things, These functions or forms have a
social character because they are inherent, not in things as such, but
in things which are parts of a definite social environment, namely
things through which people enter into certain production relations
with cach other. These forms do not reflect the properties of things
but the properties of the social environmment. Sometimes Marx simply
spoke of “form” or “determination of form,” but what he meant was
precisely “‘economic form,” “social form,” “historical-social form,”
“social determination of form.” “economic determination of form,”
“historical-social determination” {See, for example, C., 1, p. 146, 147,
149; C, I, p. 816, 830: Kapital, Vol. Iil, Book I, pp. 351, 358,
360, 366; Theorien iiber den Mehrwert, Vol ll, pp. 484-485, 547,
563; Kritik der Politischen QOekonomie, p. 20, and elsewhere).
Sometimes Marx also says that the thing acquires a “social
existence,” “formal existence™ {Formdasewn), “functional existence,”
“ideal existence.” (Cf., C., I, pp. 125, 129; Theorien iiber den
Mehrwert, Vol HI, pp. 314, 349; Kritil: der Politischen Ockonomie,
p. 28, 101, 100, 94.) This social or functional existence of things
is opposcd to their “material cxistence,” “actual existence,”
“direct existence,” “objective existence” (C., L, ;o 129; Kritik der
Politischen Oekonomie, p. 102: Kapital, Vol. 1ll, Book II, pp. 359,
360, and Vol HI, Book I, p. 19; Theorien iiber den Mehrwert, Vol,
I, p. 193, 292, 320, 434). In the same way the social form or
function is opposed to the “material content.” “material substance,”
“content,” “substance,” “clements of production,” material and
objective clements and conditions of production (C., 1, p. 36, 126,
146, 147, 149; C., I, pp 824-5: Kritik der Politischen Oekonomie,
pp. 100-104, 121; Theorien iber den Mehrwert, Vol. I, p. 315, 316,
318, 326, 329, 424, and clsewhere)® All these expressions which
distinguish between the technical and social functions of things,
between the rechnical role of instruments and conditions of labor and
their social form, can be reduced to the basic difference which we

? It must be pointed out that sometimes Marx uses the terms “function”
and “form” in a material-technical sense. the first term very often, the second
more rarely. This creates a terminological inconvenience, but in essence this
docs not prevent Marx from making ciear distinctions between the two senses
of these terms, except for some passages which are unclear and contradictory
(for e¢xample, in Volume 11, Part II of Capital). On the other hand, the terms
“substance” and ‘‘content” arc used by Marx not only to refer to the material
process of production, but also to its social forms.
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formulated carlicr. We are dealing with the basic distinction between
the matenal process of production and its social forms, with two
different aspects (technical and social) of the unificd process of
human working activity. Political economy deals with the production
relations among people, 1e., with the social forms of the process of
production, as vpposed to its material-techmeal aspects.

Does this not mean that Marx's ccononue theory isolated the
production relations among people from the development of produc-
tive {urces when he analyzed the social form of production in isola-
tion from its material-techueal side?  Notatall,  Every  social-
cconontte form analyzed by Marx presupposes, as given, 4 determined
stuge ol the matenal-techcal process of production. The develop-
ment of the forms of value and moncey presupposes, as we have seen,
constant “exchange of mutter” [Sroffivechsel), the passage of mate-
riad things. Value presupposes use value. The process of the {formation
of value presupposes the process of producing use values. Abstract
labor presupposes a totulity ol different kinds of concrete labor
applicd 1n different branches of production. Socially necessary labor
presupposes a ditferent productivity of labor m various enterprises of
the same branch. Surplus value presupposes a pven level of develop-
ment ol productive forces. Capital und wage lubor presuppose a social
form of technical lactors of production: material and personal. After
the capitalist’s purchase of labor power, the same difference between
material and personal fiucturs of production acyuires the fonm of
constunt and variable capital. The relation between constant and
vartable capital. Le.. the vrganie composiuon of capual, s based on &
certmn technwal structure. Another division of capital, into fixed and
circulating, wlso presupposes a lechneal difference between the grad-
ual wear and tear ol instruments of labor and the complete consump-
tion of the ubjects ol lubor and ol labor power. The metamorphoses.
or changes, of form ol capilal arc based on the fact that productive
capitad directly organizes the material process of produciion. Money
or commodity capital are more indirectly related to the material
process of production, because directly they represent the stage of
exchange. Thus on the one hand there is a difference between enter-
prise profit, commercial profit and interest, and on the other hand
between productive and unproductive labor (employed 1 trade). The
reproduction of capital presupposes the reproduction of its materal
compunent parts. The formation of a general average profit rate pre-
supposes ditferent technical and organic compositions of cupital in
individual industrixl branches. Absolute rent presupposes a difference
between industry, on the one hand, and agriculture on the other.
Difterent levels of productivity of lubor in different agricuitural enter-
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prises and extractive industries, caused by differences 1 fertility and
focation of plots, is expressed in the form of differential rent,

Thus we see that production relations among people develop on
the basis of u certain state of productive forces. Economic categories
presuppose certain technical conditions. But in political ecconomy,
technical conditions do not appear as conditions for the process of
production treated from its technical aspects, but only as presupposi-
tions of the determined sociul-cconomic forms which the production
process assumes. The productive process appears in a given socral-
cconomic form, namely wn the form ol commodity-capitalist ccon-
omy, Political economy treats precisely this form ol economy uand
the totality of production relations which are proper to it. Marx’s
renowned theory according to which use value 15 the presupposition
and not the source of exchange value must be formulated m a gen-
erulized way: Political cconomy deals with “cconomic forms,” types
of production relations wnong people in capttalist society. This
society presupposes given conditions of the material process of pro-
duction and of the technical factors which are its components, But
Marx always protested against the transformation of the conditions of
the material process ol production {rom presuppositions of political
cconomy into its subject matter, He rejected theories which derived
value from use value, money from the technicul properties of gold,
and capital from the technical productivity ol means of production.
Economic categories, {or social forms of things) are of course very
closely related to the material process ol production, but they cannol
be derived from 1t directly, but only by means of an indirect link:
the production relations among people. Even in calegories where
technical and economic aspects are closely related and almost cover
cach other, Marx very skillfully distinguwisbed one from another by
considering the former as the presupposition of the latter. For ex-
ample, the technical development of personal and material tactors of
production is a presupposition or basis on which the “functional,”
“formal” or social-cconomic distinction between variable and con-
stant capital develops. But Marx decidedly refused to draw a distine-
tion between them on ihe basis of the fact that they serve “as pay-
ment for a materally different element of production™ (C.. I, p.
32). For him this diiference lay i their {unctionally different roles in
the process of ‘“‘the expansion of capital” (Ibid. ). The difference
between fixed and circulating capital lics in the dilferent ways that
their value is transferred to products, and not m how fast they wear
out physically. The latter distinction gives a material basis, a presup-
position, a “point of departure” for the former, but not the distinc-
tion we are looking for, which has an economic and not a technical
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character (C., II, p. 201; Theorien iiber den Mehrwert, Vol. Ill, p.
558). To accept this technical presupposition as our subject matter
would mean that the analysis would be similar to that of vulgar
economists whom Marx charged with “crudity” of analytical method
because they were interested in “distinctions of form™ and considered
them “only from their substantive side” (C., IIl, p. 323/,

Marx’s economic theory deals precisely with the “differences in
form™ (social-economic forms, production relations) which actually
develop on the basis of certain material-technical conditions, but
which must not be confused with them. It 1s precisely this that
represents the completely new methodological formulation of
economic problems which is Marx’s great service and distinguishes his
work from that of his predecessors, the Classical Econo:nists, The
attention of Classical Economists was directed to discovering the
material-technical basis of social forms which they took as given and
not subject to further analysis. It was Marx’s goal to discover the
laws of the origin and development of the social forms assumed by
the material-technical production process at a given level of develop-
ment of productive forces.

This extremely profound difference in analytical method be-
tween the Classical Economists and Marx reflects different and neces-
sary stages of development of cconomic thought. Scientific analysis
“begins with the results of the process of development ready to
hand” (C, 1, p. 75, with the numerous social-cconomic forms of
things which the analyst finds already established and fixed in his
surrounding reality (value, money, capital, wages, ctc.). These forms
“have alrcady acquired the stability of natural, self-understood forms
of social life, before man seeks to decipher, not their Aistorical char-
acter, for in his eyes they are immutable, but their meaning.” {{bid.,
emphasis added,) In order to discover the content of these social
forms, the Classical Economists reduced complex forms to simple
(abstract) forms in their analyses, and in this way they finally arrived
at the material-technical bases of the process of production. By
means of such analysis they discovered labor in value, means of pro-
duction in capital, means of workers’ subsistence in wages, surplus
product (which is brought about by increased productivity of labor)
in profit.’ Starting with given social forms and taking them for eternal
and natural forms of the process of production, they did not ask
themselves how these forms had originated. For Classical Political
Economy, “the genetic development of different forms is not a con-
cern. It [Classical Political Economy]only wants to reduce them to
their unity by means of analysis, since it starts with them as given
assumptions” (Theorien iiber den Mehrwert, Vol III, p. 572). After-
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wards, when the given social-economic forms are finally reduced to
their material-technical content, the Classical Economists consider
their task complete, But precisely where they stop their analysis is
where Marx continues. Since he was not restricted by the horizon of
the capitalist economy, and since he saw it as only one of past and
possible social forms of economy, Marx asked: why does the mate-
rial-technical content of the labor process at a given level of develop-
ment of productive forces assume a particular, given social form?
Marx’s methodological fornmulation of the problem runs approxi-
mately as follows: why does labor assume the form of value, means
of production the form of capital, means of workers’ subsistence the
form of wages, increased productivity of labor the form of increased
surplus value? His attention was directed to the analysis of social
forms of economy and the laws of their origin and development, and
to “the process of development of forms {Gestaltungsprozess/ in their
various phases” (Ibid.). This genetic (or dialectical) method, which
contains analysis and syathesis, was contrasted by Marx with the
one-sided analytical method of the Classical Economists. The unique-
ness of Marx’s analytical method does not consist only of its histor:-
cal, but also of its sociological character, of the intense attention
which it paid to social forms of economy. Starting with the social
forms as given, the Classical Economists tried to reduce complex
forms to simpler forms by means of analysis in order finally to dis-
cover their material-technical basis or content. However, Marx, start-
ing from a given condition of the material process of production,
from a given level of productive forces, tried to explain the origin
and character of socia! forms which are assumed by the material
process of production. He started with simple forms and, by means
of the genetic or dialectical method, he went on to increasingly com-
plex forms. This is why, as we said earlier, Marx’s dominant interest
is in “economic forms,” in *“determinations of forms” [Form-
bestimmerheiten /.



Chapter Five

PRODUCTION RELATIONS AND MATERIAL CATEGORIES

At fitst glance all the basic concepts of Political Economy
(value, money, capital, profit, rent, wages, eic.) have a material
character. Marx showed that under cuch of them is hidden a definite
social  production relation which m the commodity cconomy s
realized only through things and gives things a determined, ob-
jectvely-social character, u “determination of form” {more precisely:
a social form), as Marx olten put it. Analyzmg any economic
category, we must lirst ol all pomt to the soctal production relation
expressed by it. Only if the material category is an expression of a
precisely  given, determined  production relation, does it enter the
framework ol our anulysis. 1f this materind category is not related to
a given production relation among people, we pull it out of the
framework of our analysis and set it aside. We classify cconomic
phenomena into groups and build concepts on the basis of the
wdentity ol the productton relations which the phenomena express,
and not on the basis of the comerdence of their material expressions.
For example, the theory ol value deals with exchange between
autonomous conumodity producers, with therr miteraction in the labor
process through the products ol their ubor. The fluctuation of the
value of products on the market mterests cconomists not for itsell.
but as 1t is rehited to the distribution of lubor in society, to (he
production relations among independent commodity preducers. Foy
example, i land (which is not the product ol exchange} appears in
exchange, then production relations o this cuse do not connect
commodity producers with commodity prodacers, but with a
fandowner: if the price fluctnations of plots of land have a difterent
mfluence on the cowrse and distribution of the producuon process
from the price fluctuations of the products of labor, then we are
dealing with a different soerl relation, a dilferent production rela-
tion, behind the same material form ol exchange and value. This
social relation is subject to special analysis, namely in the context of
the theory of rent. Thus land, which has price, ne.. @ money ex-
pression of value (as a material category), does not have “value™ in
the sense mentioned sbove, te., in the act ol exchange the price of
land does not express the functional social relation which relates the
vilue of the products of labor with the working activity of -
dependent commodity producers. This led Marx to the following
formulation, which has otten been nusinterpreted: “Objects that in
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themselves are not commodities, such as conscience, honor, &c., are
capable of being offered for sale by their holders, and of thus
acquiring, through their price, the form of commodities. Hence an
object may have a price without having value. The price in that case
is imaginary, like certain quantitics in mathematics. On the other
hand, the imaginary price-form may sometimes conceal either a direct
or an indirect real value relation; for instance, the price of un-
cultivated land, which is without value, because no human labor has
been incorporated in it” (C., I, p. 102). These words of Marx, which
have often puzzled and even provoked the mockery of eritics?
express a profound idea about the possible divergence between the
social form of working relations and the material form which cor-
responds to it. The material form has its own logic and can include
other phenomena in addition to the production relations which it
expresses in a given economic formation. For example, in addition to
the cxchange of products of labor among independent commodity
producers (the basic fact of the commodity cconomy), the material
form of exchange includes the exchange of plots of land, the ex-
change of goods which cannot be multiplied by labor, exchange in a
socialist society, etc. From the standpoint of the muterial forms of
¢conomic phenomena, the sale of cotton and the sale of a painting
by Raphael or a plot of land do not in any way differ from ecach
other. But f{rom the standpoint of their social nature, their con-
nection with production relations, and their impact on the working
activity of sociely, the two phenomena are of a different order and
have to be analyzed separately.

Marx frequently emphasized that one and the same pheno-
menon appears in a different light depending on its social form.
Means of production, for example, are not capital in the workshop of

1 “Real phenomena, such as the value of land, are presented as ‘imagi-
nary” and ‘irrational,” while imaginary concepts, such as the mysterious ‘ex-
change value,” which does not appear in exchange, are identified as the only
reality”  (Tugan-Baranovskii, Teoreticheskie osnovy marksizma, Theoretical
Bages of Marxism, 4th Ed., 1918, p. 118). The passage by Marx which was
ciled above means that, even though the purchase and sale of land does not
dircctly express relations between commodity producers through the products
of their labor, it is nevertheless related to these relations and can be explained
in terms of them. In other words, the theory of rent is derived from the theory
of value. Rickes incorrectly interpreted this passage in the sense that the pro-
tection of landed property requures expenditures, ie., labor, which is expressed
in the price of land (Rickes, Hugo, Wert und Tauschwert, Berlin: L. Simion,
in.d.} p. 27}
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a craftsman who works with them, though the sumc things become
capital when they express and help to realize a production relation
between wage laborers and their employer-capitalist. Even in the
hands of a cupitalist, means of production are capital only within the
limits of the production relation between the capitalist and the wage
laborers. In the hands ol a money-capitalist, the means of production
play a different social role. “Means of production are capital if, itom
the worker’s standpomt, they function as his non-propertly, 1e., us
someone else’s property. In this form, they function only as opposed
to the labor. The existence of these conditions in the form of an
opposition to labor transforms thety owner. into a capitalist, and the
means of production which belong to him, into capital. But 1 the
hands of money-capitalist A, capital lacks this quality of opposiuon
whieh transforms his money mto capital, and thus the ownership of
money into the ownership of capital. The real determination of form
{(Formbestimmrhenr) through whicl money or connnoditics are trans-
Jormed into capital has disappeared 0 this case. Money capitalist A is
not 1n any way related fo & worker, but only 1o another capitalist,
B {Theorien tiber den Mcehnvert, Vol I, pp. 330-531, emphasis by
Marx). Determination of social forms, which depends on the charac-
ter of production relations, 15 the busis for the formation uand
classification of cconomic coneeplts.

Political Economy deals with determined material categories iff
they are connected with socual production relations. Inversely, the
basic production relations of the conmmodity economy are realized
and expressed only momaterial form, and they are analyzed by ceo-
nomic theory precisely in this material form. The specific character
of economic theory as a science which deals with the commodity
capitalist economy lies precisely in the fact that it deals with produc-
uon relations which acquire matertal forms, Of course the cause of
this reificetion of production relations lies in the  spontancous
character of the commodity cconomy, Precisely because commodity
production, the subject of cconomic theory, s characterized by
spontaneity, Political Lconomy as the science of the commodity
cconomy, deals with material categorics. The logical specificity of
theoretical-cconomic knowledpe must be derived precisely from thiat
material character of ccononmue categornies, and not directly from the
spontaneity of the national economy, The revolution in Political
Economy which Marx carried out consists in his having considered
social production relations behmd material categories. This is the
genuine subject of political economy as a social science. With this
new “sociological” approach, economic phenomena appeared in a
new light, in a different perspective. The same laws which had been
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established by the Classical Economists were given a completely
different character and meaning in Marx’s system 2

2 Ignorance of this esscntial distinction between Marx’s theory of value
and the theory of the Classical Economists accounts for the weakness of Rosen-
berg’s book (Isaiah Rosenberg, Ricardo und Marx als Werttheoretiker, cine
Krinische Studie, Wien: Kommissionsverlag von 1. Brand, 1904).




Chapter Six

STRUVE ON THE THEORY OF COMMODITY FETISHISM

Marx’s approach to economic categories as expressions of social
production relations (which we treated in the previous chapter) pro-
voked criticism from P. Struve in his book, Khozvaistvo i Tsena
{Economy and Price). Struve recognizes the merit of Murx’s theory of
feushism in  the sense that it revealed, behind capital, a social
production relation between classes of capitalists and workers, But he
does not consider it comrect to stretch the theory of fetishism to the
concept of value and to other economic categories, Struve and other
critics of Marx transform the theory of fetishism from a general,
fundamental basis of Marx’s system into a separate, even if brilliant,
digression,

Struve’s crifique is closely related to his classification of all
cconomic categories into  three classes: 1)“Economic™ categories
which express “economic relations of cach cconomic agent with the
outside  world,™" Tor example, subjective value (tsennost). 2¥“Inter-
cconomic” categories which express “phenomena arsing [rom inter-
actions among autonomous economic units” /p, 17), for example,
objective (exchange) value. 3)“Social™ categorics which  express
“phenomena which arise from interactions among cconomie agents
who occupy diflerent social positions” (p. 27/, for example, capital.

Struve places only the third group (“social” categories) within
the concept of soctal production relations. In other words, in the
place of sociul production relations, he puts a narrower concept,
nunely production relations between social classes. From this starting
point, Struve admits that production relations (i.e., social and class
relations) are concealed behind the category of capital, but by no
means behind the category of value (Struve uses the term
“tsennost™), which expresses relations among cqual, independent,
autonomous commodity producers and thus is related to the second
class of “intercconomic™ categories. Marx correctly discovered the
fetishism of capital. but he was mistaken in his theory of the
fetishism of commoditics and commodity value,

The maccuracy of Struve’s reasoning is a result of his un-
founded classification ol cconomic categories into three classes. First
of all, to the extent that “economic” categones are expressions of
“pure cconomic” activities (withm the cconomic unit), cut off from
all socual forms of production, they are altogether outside the Limits

1 Khozyaistvo § Tsena (Economy and Price), Vol. I, p. 17.
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of Political Economy as a social science, “Intereconomic™ categories
cannot be as sharply distinguished from social categories as Struve
suggests. The “interaction among autonomous cconomic units” is not
only a formal characteristic which applies lo different economic
formations and 1o all historical epochis. It is a determined social fact,
a determined “production relation” between individeal economic
units based on private ownership and connccted by the division of
labor, i.c., a relation which presupposes a society with a given social
structure and which is fully developed only in the commodity-
capitalist economy.

Finally, when we examine the *social” categories, it must be
pointed out that Struve limited them, without adequate foundation,
to the “inleraction among economic agents who occupy different
social positions.” But it has already been shown that the “equality”
between commodity producers is a social fact, a determined pro-
duction relation. Struve himsell grasped the close connection between
the “‘intereconomic™ category (which expresses equality between
commodily producers) and the “social” category (which expresses
sociul incquality). He says that social categories “in every suciety are
buill according to the type of cconomic intercourse, and seem Lo
acquire the form of intereconomic categories. . . The fact that social
categories, in intereconomic intercourse, wear the clothes of inter-
cconomic calegories, creates an appearance of identity between
them™ (p. 27). Actually, this is not an instance of wearing the wrong
clothes. What we are confronting is one of the basic, highly character-
istic features of the commodity-capitalist society. It conststs of the
fact that in cconomic life social relations do not have the character
of direct social domination of some social groups over others, but
that they are realized by meuns of “‘economic constramt,” ie., by
means of the interaction of individual, autonomous economic agents,
on the basis of agreements between them. Capitalists use power “not
political or theocratic rulers” but as “the personification of the
conditions of labor in contrast to labor” (C., I, p. 881}. Relations
among classes have, as their starting point, relations between
capitalists and workers as autonomous economic ageunts. These rela-
tions cannot be analyzed or understood without the category of
“value.”

Struve himself could not consistently maintain his pomt of
view. In his view, capital is a social category. However, he defines it
as a “system of interclass and intruclass social relations” {pp. 31-32),
ie., rclations between classes of capitalists and workers on the one
hand, and relations between individual capitalists in the process of
distribution of the total profit among thenm, on the other hand. But
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relations between individual capitalists are not brought about “by the
interaction of economic agents who occupy different social posi-
tions.” Why are they then subsumed under the “‘social” category,
capital? This means that the “social” categories do not only include
interclass relations, but also intraclass relations, i.e., relations between
persons who are in the saume class position. Yet what prevents us
from seeing value as a “‘social” category, from seeing relations among
autonomous commodity producers as social production relations, or
in Struve’s terminology, as social relations?

We thus sce that Struve himself did not maintain a sharp dis-
tinction of social-production relattons into two types: inter-eco-
nomic and social. Thus he is wrong when he sees a “scientific
inconsistency in the construction” by Marx according to which the
“social category, capital, as a social ‘relation’ is derived from the
cconomic category, value” (tsennost) {p. 29). First of all it must be
pointed out that Struve himself, on page 30, contradicts himself
when he classifics value {tsennost) as an “intereconomic” and not an
economic category. Apparcntly Struve relates subjective value
(tsennost) to “‘economic” categories, and objective, exchange value,
to “intereconomic” categorics. (This can be scen by comparing this
statement with his reasoning on page 25.) But Struve is very familiar
with the fact that Marx derived (the concept of) capital from
objective, and not subjective, value, ie., according to Struve’s own
terminology, from the intercconomic, and not the cconomic, cate-
gory. It 1s because of this that Struve attacks Marx. As a matter of
fact, the “social” category, capital, as well as the “intereconomic”
category, value, belong to the same group of categories in Marx’s
system. These are social-production relations, or as Marx sometimes
said, social-economic relations, i.e., cach expresses an economic aspect
and its social form, as opposed to their artificial separation by Struve.

By narrowing the concept of production relations to the con-
cept of “social” or more precisely, class relations, Struve is aware
that Marx uses this concept in a wider sense. Struve says: “In The
Poverty of Philosophy, supply and demand, divison of labor, credit,
money, are relations of production. Finally, on page 130 we read: ‘a
modern factory, based on the application of machinery, is a social
production relation, an economic category.” It is obvious that all the
generally used economic concepts of our time are treated here as
social production relations. This is undoubtedly correct if the content
of these concepts refers in onc way or another to social relations
among people in the process of economic life”{p. 30). But not nepat-
ing, one might say, the accuracy of Marx’s conception of production
relations, Struve nevertheless f{inds this concept “exceptionally
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wundetermined” (p. 30), and he considers il more correct to confine
the scope of Lhis concept to “social” categones. This is highly charac-
feristic of some critics of Marxism. After Marx’s analysis, il is no
fonger possible to ignore the role of the social aspect of production,
i.e.. its sociad form. If one does not agree with Marx’s conclusions, all
that remains is to separate the social aspect from the cconomic, and
to disregard the social aspect, Lo assign it to o separate field. This was
done by Struve; this was done by Bohm-Bawerk, who bused his
theury on the motves ol “pure cconomic activity,” ie.. on the
molives of  the ecconomie agent asolated from o piven social and
hustoricad conlext promusing thal later on, sometime m the luture.
the tole and significance ol the “social™ categories will be examined.

Restricting e theory of feushism (o the leld of "social”
categories, Struve cunsiders it wrong to streteh the theory to inter-
ceonontic categories, for example to the concept of value. This ac-
counts far the duality of his position. On one hand, he has high
regard for Marx’s theory of capital as a socual relation. Bul un the
other hand, with respect to other economic calegories, he himsell
supports a futishistic point ol view. “All intereconomic categories
thus always express phenomena and objective relations, but at the
swme tme buman relations - relations among people. Thus subjective
vilue, which is translformed o objective (exchange} value, Irom a
state of mind, from a feeling fixed to objects (thingsy becomes their
property™ (po 234 Here 1t is fmpossible gol Lo see a contradiction.
On one band, we analyze “objective, and at the same tme human™
relations, ie., socid production relanons which are realized through
things and are expressed in things. On the other hand, here we ure
dealing with the “property™ ol the things Uremselves, Thus Struve
concluded: “From here it s clear that reification,” *objectification” ol
huntan relations, ie., the phenomenon which Marx called the Tetish-
s of the commodity world, appears in cconomic intercourse as i
psychologteal necessity, It scientilic anualysis, consciously ur uncon-
sciousty, resticts itself o ceonomie intercourse, the fetsinstie point
of view manifests itself methodotogically as the only accurate point
of view” (p. 25, I Struve hud wanted to prove that economic
theory cannot remove material categortes, and that it has to examine
the production relations of a commedity economy e ther nualerial
form, then he would obviously be right. But the question is whether,
following Marx, we analyze the matenal categories as the torm in
which the given production relations we manifested, or as the prop-
erty ol things, which is Struve’s tnclination,

Struve,. with yet another wrgument, tried to advocale a feush-
istic, muaterial interpretation of “intercconomic” categories. “Con-
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sidering inter-cconomic categories Marx {orgot that in their concrete
and real manifestations they are inseparably connected with the rela-
tions of man toward the external world, to nature and to things” {p.
26). In other words, Struve emphasized the role of the process of
material production. Marx {ook sufficient account of that role in his
theory of the dependence of productton relutions on the development
of productive forces. However, when we study social forms of pro-
duction, i.e., production refations, we cannot draw conclusions about
the significance of matenal categories from the significance of things
in the process of malerial production. Marx threw light on the ques-
tion of the particular interrelationship between the material process
of production and its social form in a commodity-capitalist society. It
is on this, in fuct, that he built his theory of commodity fetishism.

Some of Marx’s critics have tried to restrict the theory of
fetishism in a manner which is just the oppuosite from Struve’s. Struve
recognizes the fetishism of capital, but not the fetishism of value. To
some extent we find just the opposite in Hammacher. According to
Hammacher, in the first volume of Muarx’s great work, “capital is
defined as the totality of commodities which represent accumulated
labor,” 1ec., a material definition of capital is given, and only
Volume LI does the “fetishism of capital” appear. Hammucher holds
that Marx transferred to capital the charactenstics of commodities
purcly by unalogy, considering “comumodities and capital as being
only quantitatively different.”?

The assertion that m the first volume of Capiral, capital is
defined as a thing and not as a social relation does not even have to
be disproved, because it contradicts the entire content of the first
volume of Capital. It is just as mistaken to think that Marx saw only
a “guantitative” difference between commoditics and capital. Marx
pointed out that capital “announces from its first appearance a new
epoch in the process of social production” (C., I, p. /70), But com-
modities as well as capital conceal within themselves determined
social relations n a material form. The f{etishism of commodities as
wehl as the resulting fetishism of capital are cqually present in the
capitalist socicty. However, 1t s inaccurate (o confine Marx’s theory
of fetishism only to the field of capital, as Struve does, or only to
the ficid of simple commodity exchange. The materialization of social
production rclations lies at the very basis of the unorganized com-
modity economy, and it leaves its imprint on all the busic categories
of everyday ccononuc reasoning and also on Political Economy as the
sctence of the commeodity capitalist economy.

2 Hammacher, Emil. Das philosoplusch-okonomische System des Marx-
ismus, Leipzig: Duncker and Humblot, 1909, p. 546.



Chapter Seven

MARX’'S DEVELOPMENT OF THE THEORY OF FETISHISM

The question of the origin and development of Marx’s theory
of fetishisin has untl now remained completely unexamined. Though
Marx was very thorough in pointing out the origins of his lubor
theory of value in all his predecessors (in three volumes of Theories
of Surplus Value he presented a long list of their theories), Marx was
very stingy in his remarks on the theory of fetshism. (In Volume 111
of Theorien liber den Mehrwert, pp. 354-5, 1910 edition, Marx men-
tions an embryonic form of the theory of fetishism in Hodgskin’s
work. In our opinion, the remarks are very unclear, and refer to a
particular mstance.) Although the question of the relation of Marx’s
theory of value to the theory of the Classical Economists was dis-
cussed in economic literature with great zeal though without particu-
lar success, the development of Marx’s ideas on commodity fetishism
has not attracted particular attention.

A lew observations on the ongin of Marx’s theory of com-
modity fetishism can be found in Hammacher's book (cited earlicr).
In his view, the origins of this theory are purely “metaphysical.”
Marx simply transferred to the ficld of economics Feuerbach's ideas
on religion. According to Feuerbach. the development of religion
represents a process of man’s “self-alienation”: man transfers his own
essence to the external world, transforms it into god, estranges it
from himself. At first Marx applies this theory of “‘alienation” to
tdeological phenomena: “the entire content of consciousness rep-
resents an alienation from cconomic conditions on the basis of which
ideology must then be explained™ (Hammacher, op. cit., p. 233).
Later Marx expands this theory to the field of economic relations
and in them he reveals an “alienated™ material form. Hammacher says
that “for almost all earlier historical epochs, the mode of production
itself’ represented o umiversal selt-ulicnation; social relations became
things, i.c.. the thing expressed what was actually a rvelation. Feuer-
bach's theory of alienation thus receives a new character” (Ibid., p.
233). “Human nceds are realized and appear in the form of alienated
essences in religion, according o Feuerbach, just as cconomic relu-
tions do in social life according to Marx” (p. 234). Thus Marx’s
theory of fetishism represents “a specific synthesis of Hegel, Feuer-
bach and Ricardo” (p. 236), with a pamary influence of Feuerbach,
as we have seen. The theory of fetishism transfers Feuerbach’s
religious-philosophical theory of “alienation™ into the ficld of econ-
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omics. Thus 1t can be seen that this theory does not contribute in
any way to an understanding of economic phenomena in general and
commodity forms in particular, according to Hammacher. “The key
to the understanding of Marx’s theory lies in the metaphysical origin
of the theory of fletishism, but it is not a key for unveiling the
commeodity form” (p. 544). The theory of fetishism contains an
extremely valuable “critique of contemporary culiure,” a culture
which is reified and which represses living man; but *“‘as an economic
theory of wvalue, commodity fetishism is mistaken™  (p. 546).
“Economically untenable, the theory of fetishism becomes an ex-
tremely valuable sociological theory” (p. 661).

Hammacher’s conclusion on the sterility of Marx's theory of
fetishism for understanding the entire economic system and partic-
ularly the theory of value is a result of Hammacbher's inaccurate
understanding of the “matuphysical” origins of this theory. Ham-
macher refers to The Holy Family, a work written by Marx and
Engels at (he cnd of 1844, when Marx wus still under strong influ-
ence of utopian socialist ideas, particularly Proudhon’s, Actually in
that work we find the embryo of the theory of fetishism in the form
of a contrast between “social,” or “‘human” relattons, and their
“alienated,” materialized form, The source of this contrast was the
widespread conception of Utopian Socialists on the churacter of the
capitalist system. According to the Utopian Sociulists, this system is
charactierized by the lact that the worker is forced to “self-alienate”
his personality, and that be “alienates™ the product of his labor from
himself. The dommation of “things.” of capital over man, over the
worker, 1s expressed through this alienation,

We cun quote certun citutions from The Holy Family. The
capitalist society is “in practice, a relation of alienation of man from
his objectified essence, as well as an economic expression of human
setf-alienation”  (Literaturnove nasledie, Litcrary Legucy, Vol Il
Russian vanstation, 1908, pp. 163-4).  *“The definition of purchase
already includes the manner i which the worker relates to his
product, as toward an object which is lost for him, which is alien-
ated” (p. 175). “The class of the propertied and the class of the
proletariat represent human seif-ulienation to the same extent. But
the first class experiences itsclf as satisficd und confirmed in this
setf~alienation. It sees in this alienation a confirmation of its power.
In this alienation it holds an image of its human existence. However,
the sccond cluss expericnces itself annihilated in this ulienation. It
sees its own weakness in this alicnation, and the reality of its in-
human existence” (p. 155).

It is against this “apex of inbumanity” of capitalist exploita-
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tion, against this “separation from everything human, even from the
appearance of the human” {p. 156/ that Utopian Socialism raises its
voice in the name of eternal justice and of the interest of the op-
pressed working masses. “Inhuman’ reality is contrasted with Utopia,
the ideal of the “human.” This is precisely why Marx praised Proud-
hon, contrasting him to bourgeois economists. “Sometimes political-
economists stress the significance of the human element, though only
one aspect of this element, in economic relations, but they do this in
exceptional cases, namely when they attack a particular abuse; some-
times (in the majority of cases) they take these relations as they are
given, with their obviously expressed ncgation of everything human,
namely in their strict economic sense” {p. 151). “All the conclusions
of political economy presuppose private property. This basic assump-
tion is, in their eyes, an incontestable fact which is not susceptible to
further investigaiion. . . However, Proudhon exposes the basis of
political economy. namely private property, to critical examination ”
(p. 149). “By making working time (which is the direct essence of
human activity as such) the measure of wages and the value of the
product, Proudhon makes the human element decisive. However, in
old political economy the decistve factor was the material power of
capital and landed property™ (p. 172},

Thus in the capitalist society the “material” element, the power
of capital, dominates. This is not an illusory, erroneous interpretation
(in the human mind) of social relations among people, relations of
dominatton and subordination; it is a real, social fact. “Property,
capital, money, wage labor and similar categories, do not, in them-
selves, represent phantoms of the imagination, but very practical, very
concrete products of the seil-alienation of the worker” {pp. 176-177).
This “material” element, which in fact dominates in ¢cconomic life, is
opposed by the “human” eclement as an ideal, as a nonm, as that
which should be. Human relations and their “alicnated forms™--these
are two worlds, the world of what should be and the world of what
is; this is a condemnation of capitalist reality in the name of a social-
tst ideal. This opposition between the human and the material ele-
ment reminds us ol Marx’s theory of commodity fetishism, but in
essence 1t moves in a different world of ideas. In order to transform
this theory of “alicnation” of buman refations into a theory of “reifi-
cation” of social relations (i.c.. into the theory of commodity fetish-
ism), Marx had to create a path from Utopian to Scientific socialism,
from praises of Proudhon to a sharp critique of his ideas, {rom negat-
ing reality in the name of an ideal to secking within reality itself the
forces for further development and motion. From The Holy Family
Marx had to move toward The Poverty of Philosophy. In the first of
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these works Proudhon was praised for taking as the starting point of
his observations the negation of private property, but later Marx built
his economic sysiem precisely by analyzing the commodity economy
bused on private property. In The Holy Family, Proudhon is given
credit for his conception that the valuc of the product is constituted
on the basis of working time (as “the direct essence of hhuman activ-
ity”). But in The Poverty of Philosophy, Proudhon is subjected to
criticism for this theory. The formula on “the determination of value
by labor time™ is transformed in Marx’s mind from a norm of what
should be into a “scientific expression of the cconomic relations of
present-day society.” (The Poverty of Philosophy, cited earlier, p.
69). From Proudhon, Marx partially rcturns to Ricardo, from Utopia
he passes to the analysis of the actual reality of the capitalist econ-
omy.

Marx’s transition from Utopian to Scientific Socialism intro-
duced an essential change into the above-mentioned theory of
“‘alienation.” If the opposition which he had carlier described
between human relations and their “material” form meant an opposi-
tion between what should be and what is, now both opposing factors
are transferred to the world as it is, to social being. The economic life
ol contemporary society is on the one hand the totality of social
production relations, und on the other a scries of “material” cate-
gories in which these relations arc manifested. Production relations
among people and their “material” form is the content of a new
opposition, which originated in the carlier opposition between the
“human” element in the economy und its “‘alienated” forms. The
formula of commodity fetishism was found in this way. But scveral
stapes were still necessary before Marx gave this theory its final
formulation.

As can be scen from the ctations from The Poverty of Phil-
osophy, Marx said more than once that money, capital and other
economic cutegories are nol things, but production relations. Marx
gave 4 general formulation to these thoughts in the following words:
“Economic categories arc only the theoretical expressions, the ab-
stractions of the social relations of production” {The Poverty of Phil-
osoplty, p. 109} Marx already saw social production relations behind
the material categories of the economy. But he did not yet ask why
production relations among people necessarily receive this material
form in a commodity economy. This step was taken by Marx in 4
Contribution to the Critique of Political Economy, where he says
that *labor, which creates exchange value, is characterized by the fact
that even social relations of men appeuar in the reverse form of a
social relation of things™ (Critique, p. 30). Here the accurate formula-
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tion of commodity fetishism is given. The material character which is
present in the production relations of the commodity economy is
emphasized, but the cause of this “materialization” and its necessity
in an unregulated national economy are not yet pointed out.

{n this “materialization” Marx apparently sees above all a
“mystification’ which is obvious in commodities and more obscure in
money and capital. He explains that this mystification is possible
because of the “habits acquired in everyday life.” “It is only through
the habit of everyday life that we come to think it perfectly plain
and commonplace, that a social relation of production should take on
the form of a thing, so that the relation of persons in their work
appears in the form of a mutual relation between things, and between
things and persons” (p. 30). Hammacher is completely right when be
finds that this explanation of commodity fetishism in terms of habits
is very weak. But he is profoundly mistaken when be states that this
is the only explanation given by Marx. “It is startling,” Hammacher
says, ‘“that Marx neglected the grounds for this essential point; in
Capital no explanation whatever is given” {Hammacher, op. cit., p.
235). If in Capital these “habits” are not mentioned, it is because the
whole section of Chapter I on commodity fetishism contains a com-
plete and profound explanation of this phenomenon. The absence of
direct regulation of the social process of production necessarily leads
to the indirect repulation of the production process through the
market, through the products of labor, through things. Here the sub-
ject is the “materialization” of production relations and not only
“mystification” or illusion. This is one of the characteristics of the
economic structure of contemporary society. “In the form of society
now under consideration, the behavior of men in the social process
of production 1s purely atomic. Hence their relations to each other i
production assume a material character independent of their control
and coanscious individual action. These facts manilest themselves at
first by products as a general rule taking the form of commodities”
{C., 1, pp. 92-93).  The materialization of production relations does
not arise from “habits™ but from the internal structure of the com-
modity economy. Fetishism is not only a phenomenon of social con-
sciousness, but of sociul being. To hold, as Hammacher does, that
Murx’s only explunation of fetishism was in terms of “habits” is to
neglect altopether this defimtive formulation of the theory of com-
modity [letishism which we find in Volume I of Capirel and in the
chapter on “The Trinity Formula” in Volume II1.

Thus in The Holy Family, the “human™ element in the econ-
omy is contrasted to the *‘material,” “alienated” element just as ideal
to reality. In The Poverty of Philosophy Marx disclosed social pro-
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duction relations behind things. In 4 Contribution to the Critique of
Political Economy, emphasis is placed on the specific character of the
commodity economy, which consists of the fact that social produc-
tion relations are “reified.” A detailed description of this pbenom-
enon and an explanation of its objective necessity in a commodity
econtomy is found in Volume 1 of Capital, chicily as it applies to the
concepts of value (commodity), money and capital. In Volume I, in
the chapter on “The Trinity Formula,” Marx gives a further, though
fragmentary, development of the same thoughts as they apply to the
basic categories of the capitalist economy, and in particular he
emphasizes the specific “coalescence” of social production relations
with the process of material production.




II. MARX'S LABOR THECRY OF VALUE

Marx’s critics often fling at him the reproach that he did not
completely prove his labor theory of value, but merely decreed it as
something obvious, Other critics have been ready to see some type of
proof in the first pages of Capital, and they aimed their heavy ar-
titlery against the statements with which Marx opens his work. This is
the approach of Bohmi-Bawerk in his critique (Karl Marx and the
Close of his System; Positive Theory of Capital). Bohm-Bawerk’s
arguments at {irst glance seem so convincing that one may boldly say
that not a single later critique was tormulated without repeating
them. However, Bohin-Bawerk’s entire critique stands or falls together
with the sssumptions on which it is built: namely, that the first five
pages of Capital contain the only basis on which Marx built his
theory of value. Nothing is more erroneous than this conception. In
the first pages of Capital, Marx, by means of the analytic method,
passes {rom exchange value to value, and from value to labor. But the
complete dialectical ground of Marx’s theory of value can only be
given on the basis of his theory of commodity fetishism which
analyzes the general structure of the commodity cconomy. Only after
one finds the basis of Marx’s theory of value does it become clear
what Marx says in the famous first chapter of Capital. Only then do
Marx’s theory of value as well as numerous critiques ol it appear in a
proper light. Only after Hilferding's work ! did one begin to under-
stand accurately the sociological character of Marx’s theory of value.
The point of departure of the labor theory of value is a determuned
social environment, a socicty with a determined production struclure.
This conception was often repeated by Marxists; but until Hilferding's
time, no one made il the foundation-stone of the entire edifice of
Muarx’s theory of vulue. Hilferding deserves great praise for this, but
unfortunately he confined himself to a general treatment of the
problems of the theory of value, and did nol systematically present
its Dasis.

As was shown in Part 1, on commodity fetishism, the central
insight of the theory of fetishism is not that political economy
discloses production relations among people behind material cate-
gorics, but that in a commodity-capitalist economy, these production

1 “Bohm-Bawerks Marx-Kritik,” Marx-Studien, Wien, 1904, and the pre-
vieusly cited article, “Zur Problemstelling der theoretischen Ockonomic bei
Karl Marx,” Die Neue Zeir, Stuttgart, 1904,
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relations among people necessurily acquire a material fonm and can be
realized only m this form, The usual short formulation of this theory
holds that the value of the commodity depends on the quantity of
labor socially necessary for its production, or, in a general formulu-
tion, that labor is hidden bechind, or contained in, value: value =
“materialized” labor. It is more accurate to express the theory of
value inversely: in the commodity-capitalist cconomy, production-
work relations among people necessarily acquire the form of the
value of things, and can appear only in this material form; sociul
labor can only be expressed i value, Here the point of departure for
rescarch is not value but labor, not the transactions of market
exchange as such, but the production structure of the commodity
socicly, the totality of production rclations among people. The
transactions of market exchange are then the necessary consequences
of the internal structure of the society; they are one of the aspects of
the social process of production. The labor theory of value is not
based on an analysis of exchange transactions as such in their
materiad form, but on the analysis of those social production relations
expressed in the transactions.




Chapter Eight

BASIC CHARACTERISTICS OF MARX’S THEORY OF VALUE

Before approaching Marx’s theory of value in detail, we
consider it necessary to describe its main characteristics. If this is not
done, the presentation of the separate aspects and individual pro-
blems of the theory of value (which are very complex and in-
teresting) can conceal from the reader the main ideas on which the
theory is based and which impregnate every part of it. Qbviously the
general characteristics of Marx’s theory which we present in this
chapter can be fully developed and grounded only in the following
chapters. On the other hand, in the following chapters the reader will
come across repetitions of the ideas expressed in this chapter, though
presented in greater detail.

All the basic concepts of political economy express, as we bave
seen, social production relations among people. If we approach the
theory of value from this point of view, then we face the task of
demonstrating that value: 1) is a social relatgpn among people, 2)
which assumes a material form and 3) is related to the-process of
production.

At first glance value, as well as other concepts of political
econony, scems to be a property of things. Observing the phenomena
of exchange we can see that each thing on the market exchanges for
a determined quantity of any other thing, or—in conditions of
developed exchange—it exchanges for a given quantity of money
(gold) for which one can buy any other thing on the market (within
the limits of this sum, of course). This sum of money, or price of
things, changes almost every day, depending on market fluctuations.
Today there was a shortage of cloth on the market and its price went
up 3 roubles and 20 kopeks per arshin {1 arshin = 28 inches—#]. In
one week the quantity of cloth supplied to the market exceeds the
nonnal supply, and the price falls to 2 roubles 75 kopeks per arshin.
These cveryday fluctuations and deviations of prices, if taken over a
longer period of time, oscillate around some average level, around
some average price which s, for example, 3 roubles per arshin. In
capitalist society this average price is not proportional to the labor
value of the product, ic., to the quantity of labor necessary for its
production, but is proportional to the so-called “price of pro-
duction,” which equals the costs of production for the given product
plus the average profit on the invested capital. However, to simplify
the analysis we can abstract the fact thut the cloth is produced by
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the capitalist with the beip of wage laborers. Marx’s method, as we
have seen above, consists of separating and analyzing individual types
of production relations which only in their entirety give a picture of
the capitulist economy. For the time being we are concerned only
with one basic type of production relation among people in a
commodity economy, namely the relation among people as com-
modity producers who are separate and formally independent from
each other. We know only that the cloth is produced by the com-
modity producers and is taken to the market to be exchanged or sold
to other commodity producers. We are dealing with a society of
commodily producers, with a so-called “simple commodily economy”
as opposed to a more complex capitalist economy. In conditions of a
simple commodity cconomy the average prices of products are
proportional to their labor value, In other words, value represents
that average level around which market prices fluctuate and with
which the pnces would coincide if social labor were proportionally
distributed among the various branches of production. Thus a stute of
equilibrium would be established among the branches of production.

Every society based on a developed division of labor necessarily
assumes a given allocation ol social labor among the various branches
of production. Every spstem of divided labor. is at the sume time a
spstem of distributed lebor. In the primitive communistic society, in
the patriarchal peasant lamily, or in socialist sociely. the labor of all
the members of a given economic unit is allocated in advance, and
consciously, among the mdividual tasks, depending on the character
of the needs of the members of the group and on the level of
productivity of labor. In a commodity economy, no one controls the
distribution of labor among the individual branches of production
and the individual enterprises. No clothmaker knows how much cloth
is needed by socicly al a given lime nor how much cloth is produced
at a given lime in all cloth-making enterprises. The production of
cloth thus ecither outruns the demand (overproduction) or lags behind
it (underproduction). In other words, the quantity of social labor
which is-expended on the production of cloth is cither too large or
not large enough. Equilibrium between cloth produttion and other
branches of production is constantly disturbed. Commodity produc-
tion is 'a system of constantly disturbed equilibrium,

But if this is so, then how does the commodity cconomy
continue to exist as a totality of different branches of production
which complément .cach other?  The commodity economy can exist
only because each disturbance of equilibrium provokes a tendency for
its reestablishment. This tendency to reestablish equilibrium s
brought about by means of the market mechanmism and market prices.




BASIC CHARACTERISTICS OF MARX'S THEORY OF VALUE 65

In the commodity economy, no commodity producer can direct
another to expand or contract his production. Through their actions
in relation to things some people affect the working activity of other
people and induce them to expand or contract production (though
they are themselves not aware of this). The overproduction of cloth
and the resuiling [ull of price beiow value induce clothmakers to
contract production; the inverse is lrue in case of underproduction.
The deviation of market prices from values is the mechianism by
means of which the overproduction and underproduction is removed
and the tendency toward the reestablishment of equilibrium among
the given branches ol production of the national economy is set up.

The exchange of two different commodities according to their
values corresponds to the state of equilibrium among two given
branches of production. In this equilibrium, all transfer of labor from
one branch to another comes o an end. But if this happens. then it
is obvious that the exchange of {wo commoditics according to their
values equalizes the advantages for the commuodity producers in both
branches of production, and removes the motives for transfer from
one branch to another. In the simple commodity economy, such an
equalization of conditions of production i the various branches
means Lhat a determined quantity of labor used up by commodity
producers in different spheres of the national economy furnishes cach
with a product of equal value. The value of commodities is directly
proportional to the quaniity of labor necessary for their production.
If three hours of labor are on the average necessary for the pro-
duction of an arshin of cloth, given a certain level of technique (ihe
labor spent on raw materials, instruments of production, etc., 1s also
counted), and 9 hours of labor are necessary for the production of a
pair of boots (ussuming that the labor of the clothmaker and the
bootmaker are of equal skill), then the exchange of 3 wishins of cloh
for one paxr of boots corresponds to the state of equilibrium between
both given sorts of labor. An hour of labor of the bootmaker and an
hour ol labor of the clothmaker are equal to each other, each of
them representing an equal share of the rotd lebor of society
distributed among all the branches of production. Labor, which
creates value, thus uppears not only as quantitatively distributed
labor, but also as sociully equalized (or equal) lubor, or more briefly,
as “social” labor which is understood as the total mass of homo-
geneous, cqual labor of lhe entire socicty. Labor has these social
characteristics not only in a commodity economy but also, for
example, n a socialist economy. In a socialist economy organs of
labor-accounting examine the labor of individuals in advance as parit
of the united, total labor of society, expressed in conventional social
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fabor-units. However, in the commodily economy the process of
socialization, cqualization and distribution of labor 1s cartied out in a
different manner. The lubor of individuals does not directly appear as
social labor. It becomes social only because it is cqualized with some
other labor, and this equalization of labor is carried out by means of
exchange. In exchange the concrete use values and the concrete forms
of labor are completely abstracted. Thus labor, which we carlier
considered as socigl, as socially equalized and quantitatively dis-
tributed, now acquires a  particular  qualitative and quantitative
characteristic which ts only isherent i a commodity economy: labor
appears as abstract and sociully necessary labor. The value of com-
modities 1S determined by the socially necessary lubor, ie., by the
quantity of abstract labor.

But if value is determiuned by the quantity of labor which 1s
socially necessary for the production of a unit of output, then this
quantity of labor m turn depends on the productivity of labor, The
increase of productivity of labor decreases the socially necessary labor
and lowers the value of a unit of goods. The introduction of
machines, for example, makes possible the production of a pair of
boots in 6 hours wstead of 9 hours which were necessary carlier. In
this way their value is fowered from 9 roubles to 6 roubles (if one
assumes that an hour of a bootmaker’s kubor, which we assume to be
average labor, creates a value of | rouble). The cheaper boots begin
to penetrate into the countryside, chasing out bast sanduls and
homemade boots. The demand for shoes increases and shoe pro-
duction expands. In the national economy i redistribution of pro-
ductive forces takes place. In this way the moving lorce which trans-
forms the entire system ol value originates in the material-technical
process ~of “production. The increase of productivity of lubor is
expressed in a decrease of the guantity of concrete labor which is
factually used up in production, on the average. As a result of this
{because of the duul character of labor, as concrete and abstract), the
quantity of this labor, which is considered “social” or “abstract.” ne.,
as a share of the totul, homogencous labor of the society. decreases.
The increase of productivity of lubor changes the guanlity of abstract
lubor necessury for production. It causes a change in the value of the
product of labor. A change in the value of products in turn affects
the distribution” of -social labor among the various branches of pro-
duction. Productivity of labor-abstract lubor—-value- distribution of
social fabor: this Is the schema of a4 commodity cconomy in which
vialue plays the role of regulator, establishing equilibrium in the
distribution  of sucial labor among the various branches of the
national cconomy -(accompanied by constant deviations and  dis-
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turbances). The law of value is the law of equilibrium of the com-
modity economy.

The theory of value analyzes the laws of exchange, the laws of
the equalization of things on the market, only if these laws are
related to the laws of production and distribution of labor in the
commodity cconomy. The terms of exchange between any iwo
commoditics (we arc considering average terms of exchange, and not
accidental market prices) correspond to a given level of productivity
of lubor i the branches which manufacture these goods. The
equalization of various concrete forms of lubor as components of the
total soctal lubor, wiocated among vartous branches, tukes place
through the cqualization of things, ie., the products of labor as
values. Thus the current understanding of the theory ol value as a
theory which is confined to exchange relations umong things is
erroncous. The aim of this theory s to discover the laws of
equilibrium of labor [allocation) behind the regularity in the
equadization of things {in the process of exchange] . It is also in-
correct 1o view Marx’s theory as an analysis of relations betwern
lebor and things, things which are products of labor. The relation o
labor to things refers to a given concrete form of fabor and a given,
concrete thing, This is a technical refation which is not, 1n itself, the
subject of the theory of value. The subject matterof the theory of
value is the interrelutions of various forms of labor in the process of
their distribution, which is established through the relation of ex-
chiange among things, te., products of labor. Thus Marx’s theory of
value is completely consistent with the above-given generul method-
ological postulates of his econonic theory, which docs not analyze
refations among things nor relations of people with things, but rela-
tions among people who are connected to each other through thmgs.

Until now we have considered value mainly from its guan-
fitative aspect. We dealt with the magnitude of valuce as the regulator
of the quantitative distribution of social labor among individual
branches of production. In this analysis we were led to the concept
of abstract labor which was also treated predominantly from its
quantitative aspect, namely as socially necessary labor, Now we must
briefly examine the qualitative aspect of value. According to Marx,
value is not only a regulator of the distribution of soctal labor, but
also an expression of the socal production relutions among people.
From this point of view, value 15 a socfa! form which s ucquired by
the products of labor in the context of determined production rela-
tions among people. From value seen as a quantitatively determined
magnitude, we must pass to value which we treat as a qualitatively
determined social form. In other words, from the theory of the
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“magnitude of value” we must pass to the theory of the “form of
value” (Wertform). 1

As we have already pointed out, in a commodity economy
value plays the role of regulating the distribution of labor. Does this
rolc of value originate in the fechnical or social characteristics of
the commodity economy, ic., from the state of its productive forces
or from the form of its production relations among people? The
question has only to be asked in order to be answered in terms of
the social characteristics of the commodity economy. Every dis-
tribution of social labor does not give the product of labor the form
of value, but only that distribution of labor which is not organized
directly by society, but is indirectly regulated through the market
and the exchange of things. In a primitive communistic community,
or in a feudal village, the product of labor has ‘“‘valuc” {tsennost) in
the sense of utility, use value, but it does not have “value”
{stoimost). The product acquires value (stoimnost) only in conditions
where it is produced specifically for sale and acquires, en the market,
an objective and exact evaluation which equalizes it (through moncy)
with all other commodities and gives it the property of being ex-
changeable for any other commodity. In other words, a determined
form of cconomy (commodily economy), a detcrmined form of
organization of labor through separate, privately-owned enterprises,
are assumed. Labor does not, in itself, give value to the product, but
only that lebor which is organized in a determined social form (in the
form of a commodity cconomy). If producers are related to each
other as formally independent organizers of economic activity and as
autonomous commodity producers, then the values of their labor
confront cach other on the market as “valucs.” The equality of
commodily producers as organizers of individual cconomic units and
as contractors of production relations of exchange, is expressed in
equality among the products of labor as vatues. The value of things
expresses a determined type of production relations among people,

If the product of labor acquires value only in a determined
social form of organization of labor, then value does not represent a
“property” of the product of labor, but a determined “social form”
or “social function” which the product of labor fulfills as a con-
necting Iink between dissociated commodity producers, as an “inter-

1 By form of value we do not mean thosc various forms which value
assumes in the course of its development (for cxample, elementary form,
expanded form, and so on), but value conceived from the standpoint of its
social forms, ic., value as form.
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mediary” or as a “bearer” of production relations among people.
Thus at first glance value seems to be simply a property of things.
When we say: “a painted, round oak table costs, or has the value of
25 roubles,” it can be shown that this sentence gives information on
four propertics of the table. But if we think about it, we will be
convinced that the first three propertics of the table are radically
different from the fourth. The properties characterize the table as a
material thing and give us determined information on the technical
aspects of the carpenter’s labor. A man who has experience with
these properties of the table can get a picture of the technical side of
production, he can get an idea of the raw materials, the accessories,
the technical methods and even the technical skill of the carpenter.
But no matter how long he studics the table he will not learn any-
thing about the social (production) relations between the producers
of the table and other people. He cannot know whether or not the
producer is an independent craftsman, an artisan, a wage laborer, or
perhaps a member of a socialist community or an amateur carpenter
who makes tables for personal use. Characteristics of the product
expressed by the words: “the table has the value of 25 roubles” are
of a completely different nature. These words show that the table is
a commodity, that it is produced for the market, that its producer is
related to other members of society by production relations among
commodity owners, that the economy has a determined social form,
namely the form of commodity economy. We do not learn anything
about the technical aspects of the production or sbout the thing
itself, but we learn something about the social form of the produc-
tion and about the people who take part in it. This means that
“value™ (stoimostj does not characterize things, but human relstions
in which things are produced. It is not a property of things but a
social form acquired by things due to the fact that people enter into
determined production relations with each other through things.
Value is a “social relation taken as a thing,” a production relation
among people which takes the form of a property of things. Work
relations among commodity producers or social labor are “ma-
teriglized” and “crystallized” in the value of a product of labor. This
means that a determined social form of organization of labor is
consistent with a particulay social form of product of labor. “Labor,
which creates (or more exactly, determincs, seztende) exchange value,
is a specific social form of labor.” It “creates a determined social
form of wealth, exchange value™? (Italics added). The definition of

2 Kritik der politischen Qekounomie, p, 13.
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value as the expression of production relations among people does
not contradict the definition of value as an expression of abstract
labor which we gave earlier. The difference lies only in the fact that
earlier we analyzed value from its quantitative aspect {(as a mag-
nitude), and now from its qualitative aspect (as a social form).
Consistently with this, abstract labor was presented earlier in terms of
its quantitative side, and is now being treated in terms of its
qualitative side, namely as social labor in its specific form which
presupposes production relations among people as commodity
producers.

Marx’s theory of the “form of value” (i.e., of the social form
which the product of labor assumes) is the result of a determined
form of labor, This theory is the most specific and original part of
Marx’s theory of value. The view that labor creates value was known
fong before Marx’s time, but in Marx’s theory it acquired a com-
pletely different meaning. Marx caned through a precise distinction
between the material-technical process of production and its social
forms, between labor as the totality of technical methods {concrete
labor) and labor scen from the standpoint of its social forms in the
commodity-capitalist society (abstract or human lubor in general).
The specific character of the commodity cconomy consists of the
fact thal the material-technical process of production is not directly
regulated by society but is direcled by individual commodity pro-
ducers. Concrete labor is directly connected with the private labor of
separate individuals. Private labor of scparate commodity producers is
connected with the labor of all other commodity producers and
becomes social labor only if the product of one producer is cqualized
as a value with all other commoditics. This equalization of all
products as values is, at the same time {as we have shown) an
equalization of ull concrete forms of labor expended in the various
spheres of the national economy. This means that the private labor of
separate individuals does not acquire the character of social labor in
the concrete form in which it was expended in the process of pro-
duction, but through exchange which represents an abstraction from
the concrete properties of individual things and individual forms of
labor. Actually, since commodity production is oriented to exchange
already during the process of production, the commodity producer
already in the process of direct production, before the act of ex-
change, equalizes his product with a determined sum of value
(money), and thus also his concrete labor with a determined quantity
of abstract lubor, But, first of all, this ecqualization of labor carries
with it a preliminary character “represented in consciousness.” The
equalization must still be rcalized in the actual act of exchange.
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Secondly, even in its preliminary form, the equalization of labor,
even though it precedes the act of exchange, is carried out through
an cqualization of things as values “represented in consciousness.”
However, since the equalization of labor through the equalization of
things is a result of the social form of the commodity cconomy in
which there is no direct social organization and equalization of labor,
abstruct labor is a sociul and historical concept. Abstract labor does
not express a psychological equality of various forms of labor, but a
social equakization of different formns of labor which is realized in the
specific form of equalization of the products of labor.

The special character of Marx’s theory ol value consists of the
fact that it explained precisely the kind of labor that creates vatue.
Marx “analyzed lubor’s value-producing property and was the first to
ascertain what labor it was that produced value, and why and how it
did so. He found that value was nothing buil congealed labor of this
kind.”3 It is precisely this explanation of the “two-fold character of
labor” which Marx considered the central part of his theory of value 4

Thus the two-fold character of labor reflects the difference
between the material-technical process of production and its social
Jorm. This dilference, which we explamed in the chapter on com-
modity fetishism, is the basis of Marx's entive economic theory, in-
cluding the theory of value. This basic difference generates the dif-
ference between concrete and  abstract labor, which In turn is
expressed in the opposition between use value and value. In Chapter
b of Capital, Marx’s presentation follows precisely the opposite order.
He starts his analysts with market phenomena which can be observed,
with the opposition between use and exchange value. From this
opposition, which can be seen on the surfuce of phenomena, he
scems to dive below toward the two-fold character of labor (concrete
and abstruct). Then at the end of Chapter i, in the section on
commodity production, he reveals the socral forms which the
matertal-technical process of production assumes. Marx approaches
human society by starting with things, and going through labor. He
starts with things which are visible and moves to phenomena which
have 1o be revealed by means of scientific analysis. Marx uses this
analytical mcethod i the first five pages of Capital in order to
simplily his presentation. But the didlectical course of this thought
must be interpreted in the reverse order. Marx passes from the dif-

3 F. Engels, “Preface” to Volume Il of Cepital, p. 16. (Italics by Engels.)

4 Capital, 1, p. 41} Letters of Marx and Engely (Russian transation by V.
Adoratski, 1923, p. 168).
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ference between the process of production and its social form, i.e.,
from the social structure of the commaodity economy, to the two-fold
character of labor treated from its technical and social aspects, and to
the two-fold nature of the commeodity as use value and exchange
value. A superficial reading of Cupital may lead one to think that by
opposing use value and exchange value, Marx designated a property
of things themselves (such is the interpretation of Bohim-Bawerk and
other critics of Marx). Actually the problem is the difference between
the “material” and the “functional” existence of things, between the
product of labor and jts social form, between things and the pro-
duction relations among people “coalesced” with things, ie., produc-
tion relations which are ecxpressed by things. Thus what is revealed is
an inseparable connection between Marx’s theory of value and its
general, methodological bases formulated in his theory of commodity
fetishism. Value is a production relation among sutonomous com-
modity producers; it assumes the form of bemg a property of things
and is connected with the distribution of suocial labor. Or, looking at
the same phenomenon from the other side, value is the property of
the product of labor of each commodity producer which makes it
exchangeable for the products of labor of any other commodity
producer in a determined ratio which corresponds to a given level of
moductivity of labor in the different branches of production. We ure
dealing with a human relation which acquires the form of being a
properly of things and which is connected with the process of dis-
tribution of labor in production. In other words, we are dealing with
reified production relations among people. The reification of labor in
value is the most important conclusion of the theory of fetishism,
which expluins the inevitability of “reification” of production rela-
tions among people in a commodily econowmy. The labor theory of
vilue did not discover the material condensation of labor (as a factor
of production) in things which arc the products of lubor; this takes
place in all economic formations and is the technical basis of value
but not its cause, The labor theory of value discovered the fetsh, the
reified expression of social labor in the value of things. Labor 1s
“crystallized” or formed in value in the sense that it acquires the
social “form of value.” The labor is expressed and “refiected” (sich
darstellt). The term “sich darstellen™ is frequently used by Marx to
characterize the relationship between abstract labor and value. One
can only wonder why Marx’s critics did not notice this inseparable
connection between his labor theory of value and his theory of the
reification or fetishization of the production relations among people.
They understood Marx’s theory of value in a mechanical-naturalistic,
not in a sociological, sense.
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Thus Mand’s theory analyrzes the phenomena related to value
from qualitative and quantitative points of view. Marx’s theory of
value 15 buill on two basic foundations: 1) the theory of the form of
value us o material expression of abstract labor which in turn pre-
supposes the existence of social production relations among
autonomous commodity producers, and 2) the theory of the distribie
tion aof social labor and the dependence ol the magnirude of value on
the quantity of abstract fubor which, in turn, depends on the fevel of
productivity of labor. These are two sides of the sume process: the
theory of value analyzes the social form of value, the form in which
the process of distribution of labor is performed m the commodity-
capitalist cconomy. “The form in which this proportional distribution
of lubor operates, in a state of society where the interconnection of
social labor is manifested in the private exchange of the individual
products of labor, is precisely the exchange value of these pro-
ducts.”> Thus value appears, qualitatively and quantitatively, as an
expression of abstract labor. Through abstract lubor, value is at the
same time connected with the social form of the sociad process of
production and with its material-technical content, This is obvious if
we remember that value, as well as otber economic categories, does
not express fuonan relations in general, but particularly production
relations among people. When Marx treats value as the social form of
the product of labor, conditioned by a defermined social form of
labor, he puts the qualitative, sociological side of value in the fore-
ground. When the process of distribution of labor and the develop-
ment ol productivity of labor 1s carricd out in a given social form,
when the “quantitatively determined masses of the total labor of
society ™6 (subsumed under the law of proportional distribution of
labor) are examined, then the quantitative (one may say, mathe-
matical) side of the phenomena which are expressed through value,
becomes important, The busic error of the majority of Marx’s eritics
consists of: 1) their complete tallure to grasp the qualilative, socio-
logical stde of Marx’s theory of value, and 2) their confining the
quantitative side to the examiination ol exchange ratios. le., quan-
titative relutions of value among things: they ignored the quantitative
interrefations among the quantities of social labor distributed among
the different branches of production and different enterprises, inter-

3 “Letter of Marx to L. Kugelmann, July 11, 1868 m Karl Marx and

TFrederick  Engels, Selected Works. Moscow' TForeign  Languuges Publishing
House, 1962, Volume I, p. 461, (Muexs italics.}

6 1bid.
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relations which lie at the buasis of the quantitative determination of
value.

We have briefly examined two aspects of value: qualitative and
quantitative (i.e., value as a social form and the magnitude of value).
Each of these analytical paths leads us to the concept of abstract
lubor which in turn (like the concept of value) appeared before us
cither primarily in terms of its qualitative side (social form of labor),
or in terms of its quantitative side (socially-necessary labor). Thus we
had to recognize value as the expression of abstract labor in terms of
its qualitative and its quantitative sides. Abstract labor is the
“content” or “‘substance’’ which is expressed in the value of a
product of labor. Our task is also to examine value from this stand-
point, namely from the standpoint of its conncction with abstract
labor as the “substance” of value.

As a result we come to the conclusion that complete knowledge
of value, which is a highly complex phenomenon, requires thorough
examination of value in terms of three aspects: magnitude of value,
form of value and substance (content) of value. One may also say
that value must be examined: 1) as a regulator of the quantitative
distribution of social labor, 2} as an cxpression of social production
relations among people, and 3) as an expression of abstract labor.

This three-fold division will help the reader follow the order of
our further explunation. First of all, we must treat the entire
mechanism which connects value and labor. Chapters Nine to Eleven
are devoted to this problem. In Chapter Nine, value is considered as a
regulator of the distribution of labor. In Chapter Ten, value is treated
as an expression of production relations among people, and in
Chapter Eleven it is treated from the standpoint of its relation with
abstract labor. Only such thorough analysis of the mechanism which
conneets value and labor in its entirety can give us the foundations of
Marx’s theory of value (this is why the content of Chupters Nine fo
Eleven can be considered the foundation of the labor theory of
value), This analysis prepares us for an analysis of the component
parts of this mechanism: 1) value which is created by labor, and 2)
lubor which creates vadue. Chapter Twelve is devoted to an analysis of
value treated in terms of its form, content (substance) and
magnitude. Finally, chapters Thirteen to Sixteen present an analysis
of fabor (which creates value) in terms of the same three aspects.
Since value is an cexpression of social relations among people, we
nst  first of all give a general characterization of social labor
{Chapter Thirteen). In a commodity cconomy, social labor acquires a
more precise expression in the form of abstract labor which is the
“substance” of value (Chapter Fourtcen). The reduction of concrete




BASIC CHARACTERISTICS OF MARX’S THEORY OF VALUE 75

labor to abstract labor implics the reduction of skilled labor to simple
fabor (Chapter Fifteen), and thus the theory of skilled labor is a
completion of the theory of abstract labor, Finally, the quantitative
aspect of abstract labor appears in the form of socially necessary
labor (Chapter Sixteen).



Chapter Nine

VALUE AS THE REGULATOR OF PRODUCTION

After the publication of Volume I of Capital, Kugelmanu fold
Marx that in the opinion of many readers, Marx had not proved the
concept of value. In the previously ciled letter of July I1, 1868,
Marx responded quite angrily to this objection: “Every child knows
that 2 nation which ceased to work, 1 will not say {or a year, but
even for a few weeks, would perish. Lvery child knows, too. that the
masses of products corresponding 1o the different needs require
different and quuntitatively detenmined masses of the total lubor of
socicty. That ihis necessity of the distribution of social labor in
definite proportions cannot possibly be done away with by a par-
ticular form of soctal production but can only change the form in
which it appears, is sclf-cvident. No natural laws can be done away
with., What can change, in histoncally ditferent circumstances, 1s only
the form in which these laws operate. And the form in which this
proportional distribution of labor operates, in a state of societly
where the interconnection of socwl labor is manifested in the private
exchange of themdividual products of labor, 15 precisely the exchange
value of these products.”!

Here Marx mentioned one ol the basic foundutions of Ins
theory of wvalue, In the commodity economy, no one consciously
supports or regulates the distribution ot social labor among the
various industrial branches o comwespond with the given state of
productive forces. Since individual commodily producers are
awtonomous in the management of production, the exact repetition
and reproduction of un already given pracess of social production is
completely mmpossible. Furthermore, proportional expansion of the
process is mmpossible. Since the actions of the sepurate commodity
producers arc not connected or constant, daily deviations in the
dircction of excessive expansion or contraction of production are
inevitable, If every deviation tended to develop uninterruptedly, then
the continuation of production would not be possible, the social
cconomy ., based on u division of labor, would break down. In reality
every deviation of production, whether up or down, provokes forees

Marx's letter to L, Kugelmann, July 11, 1868, in Karl Marx and
Frederick  Lngels, Selected Works i Two Volumes, Volume 11, Moscow:
YForeign Languages Publishing House. 1962, p. 461.
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which put a stop to the deviation in the mven dircction, and give
birth to movements in the opposite direction, Excessive expansion of
production leads to a fall of prices on the market. This leads to a
reduction of production, cven below the necessary level. The further
reduction of production stops the fall of prces. Economic life is a
sea of flucluating motion. It is not possible to observe the state of
cquilibrium in the distribution of labor among the various branches
of production ut any one moment, Bul without such a theoretically
conceived state of cquilibrium, the character and direction of the
fluctuating movement cannot be expimned.

The state of equilibrium between two branches of production
corresponds to the cxchange of products on the basis of their values.
In other words, this state of equilibrium corresponds (o the average
level of prices. This average level is a theoretical conception. The
average prices do not correspond {o the aclual movements of con-
crelec market prices, bul cxpluin them. This theoretical, abstract
formula of the movement of prices is, in {uct, the “law of value.”
From tlus it can be seen thal every objection to the theory of value
which is based on the fact that concrete market prices do not coin-
cide with heoretical “values,” is nothing more than a misunderstand-
ing. Total agreement between market price and value would mean the
climination of the unique regulator which prevents different branches
of the social cconomy from moving in opposite directions. This
would lead to a breakdown oi the economy, “The possibility, there-
fore, of quantitalive incongruity between price and magnitude of
value, or the deviation of the fonmer from the latter. is inherent in
the price form itsell. This is no defect, but, on the contrary, admir-
ably adupts thie price-Torm to a mode of production whose inherent
laws impose themselves only as the mean of appurently lawless wregu-
lurities that compensate one another™ (G, 1, p. 102).

A given level of market prices, regulated by the law of value,
presupposes a given distribution of social lubor among the wndividual
branches of production, and modilies 1his distribution in a given
direction. In one section, Murx speaks of the “barometrical fluctua-
tions of the market prices” {C, £, p. 356/, This phenomenon must be
supplemented. The {luctuations of market prices are wn reality a
barometer, an indicator of the process of distribution of socul labor
which tukes place in the depllis of the social economy. But it is a
very unusual baromeler; a baromeler which not only mdicates the
weather, but also corrects il. One chimate can replace another without
an indication on a baromwter. But vne phuase of the distribution of
social labor replaces another only through the fluctuation of market
prices and under their presswre. 1f the movement of market prices
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connects two phases of the distribution of labor in the social econ-
omy, we are right il' we assume a tight internal relation between the
working activity of economic agents and value. We will look for the
explanation of these relations in the process of social production, i.e.,
in the working activity of people, and not in phenomena which lic
outside the spbere of production or which are not refated to 1t by a
permanent functional connection. For example, we will not look for
an explanation in the subjective evaluations of individuals er in math-
ematical interrelations of prices and quantities of goods if these mter-
relutions are treated as given and isolated from the process of produc-
tion. The phenomena related to value can only be grasped in close
relation with the working activity of society. The explanation of
value must be sought in social “labor.” This is our f{irst and most
general conclusion.

The role of value as the regulator of the distribution of labor in
society was explained by Marx not only in his letter to Kugelmann,
but also in various sections of Capital, Perhaps these observations are
presented in their most developed form in Chapter 12, section 4 of
the tirst volume of Capital [Chapter 14, section 4, in the English
transtation] (the section on the “Division of Labor and Manufac-
ture”): “While within the workshop, the iron law of proportionality
subjects definite numbers of workmen to definite functions, in the
society outside the workshop, chance and caprice have full play in
distributing the producers and their means of production among the
various branches of industry. The different spheres of production, it
is true, constantly tend to an cquilibrium: for, on the one hand,
while cach producer of a commodity is bound to produce a use-value,
to sulisfy a particular social want, and while the extent of thesce
wants differs quantitatively, still there exists an inner relation which
settles their proportions into a regular system, and that system one of
spontancous growth; and, on the other bhand, the law of the value of
commodities ulitmately determines how much of its disposable work-
ing-time society can expend on each particular class of commodities.
But this constant tendency to equilibrium, of the various spheres of
production, is exercised only in the shape ol a reaction against the
constant upsetting of this equilibrnium. The « privs system on which
the division of labor, within the workshop, is regularly carried out,
becomes in the division of fabor withm the society. an a posterior,
nature-imposed necessily, controlling the fuwless caprice of the pro-
ducers, and perceptible in the barometrical {luctuations of the mar-
ket-prices” (C., 1, pp. 355-356).

The same idea is presented by Marx in Volume III. “The dis-
tribution of this social labor and the mutual supplementing and inter-
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changing of its products, the subordination under, and introduction
into, the social mechanism, are left to the accidental and mutually
nullifying motives of individual capitalists. . . Only as an inner law,
vis-d-vis the individual agents, as a blind law of nature, does the law
of value exert its influence here and maintain the sociul equilibrium
of production amidst its accidental fluctuations” (C., M, p. 880).
Thus without a proportional distribution of labor arong the
various branches of the cconomy, the commodity economy cannot
exist. But this proportional distribution of labor can only be realized
if the profound internal contradictions which lic at the very basis of
the commodity society are overcome. On one hand, the commodity
society is unified into a single social economy by means of the
division of labor. Individual parts of this economy are closely related
to each other und nfluence cach other. On the other hund, private
ownership and autonomous economic activity of individual com-
modity producers shatter the society into u series of single, indepen-
dent economic units. This shattered commodity society “becomes a
society only through exchange, which is the single economic process
known to the economy of this society.”® The commodity producer is
formally autonomous. He acts according to his own one-sided judg-
ment, guwded by his own interest as be conceives it. But due to the
process of excliange he is related to bis co-negotiator (buyer or seller)
and through him he is indirectly connected to the entire market, i.e.,
with the totality of buyers and sellers, n conditions of competition
which tend to reduce market terms to the same fevel. The production
conncction between  individual commodity producers in the same
branch of production is created through exchange, through the value
of the product of labor, Such a connection 1s also created between
different branches of production, between different places in the
country, and between different countries. This connection does not
only mean that commodity producers exchange with one another,
but also that they become socially refated to cach other. Since they
are connected in exchange through the products of labor, they also
become connected in thelr productive processes, in their working
activity, becuuse in the process of direct production they must take
into account the presumed conditions on the market. Through ex-
change and the value of commodities, the working activity of some
commodity producers affects the working activity of others, and
causes determined modifications. On the other hand, these modifica-
ttons influence the working activity itsell. Individual parts of the

7
“ Rudolf Hillerding, Finauzkapital (Russian edition, 1923, p. 6).
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social cconomy adjust to cach other. But this adjustment 1s only
possible if one part influences another through the movement of
prices on the market, a movement which is determined by the “law
of value.” In other words, it is only through the “value” of com-
modities that the working activity of separate independent producers
leads to the productive unity which is called a social economy, to the
interconnections and mutual conditioning of the labor of individual
members of society. Value is the transmission belt which transfers the
movement of working processes from one part of society to another,
making that society a functioning whole.

Thus we face the following dilemma: in a commodity economy
where the working activity of individuals 1s not regulated and 15 not
subjected to direct mutual adjustment, the productive-working con-
nection between individual commodity producers can etther be reul-
ized through the process of exchange, in which the products of labor
are equalized as values, or it cannot be realized at all. But the inter-
connection between the individual parts of the social economy is an
obvious fact. This mecans that the explanation of this fact must be
sought in the movement of the values of commuoditics. Behind the
movement of value, we must uncover the interrelations between the
working activities of individuals. Thus we confinn the connection
between the phenomena related to value and the working activity of
people. We confirm the general connection between “value™ and
“labor.”” Here our starting point is not value, but fabor. It is erron-
cous to represent the matter as if Marx had started with the phenom-
ena related to value in their material expression and, analyzing them,
had come to the conclusion that the common property of exchanged
and evaluated things can only be labor, Marx’s train of thought
moves precisely in the opposite direction. In the commodity econ-
omy, the labor of wndividual commodity producers, which directly
has the form of private labor, can acquire the character of social
labor, i.e., can be subjected to the process ol murtual connection and
coordination, only through the “value” of the products of labor,
Labor as a social phenomenon can only be expressed in “value.” The
specific character of Marx’s labor theory of value lies in the fact that
Marx does not base his theory on the properties of value, ie., on the
acts of equalization and evaluation of things. but on the properties of
labor 1n the commodity cconomy, 1e., on the analyss of the working
structure and production relanions of labor. Marx himself noted tlus
specific character of his theory when he said: “Political Economy has
indeed analyzed, however incompletely, value and 1ts magnitude, and
has discovered what lics beneath these forms. But it has never once
asked the question why labor is represented by the value of its pro-
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duct and labor-time by the magnitude of that value” (C, 1, p. 80;
italics by LR.). Starting with the working activity of people, Marx
showed that in a commodity cconomy this activity inevitably has the
form of the value of products of lubor.

Critics of Marx’s theory of value are particularly opposed to the
“privileged” position which is given to labor in this theory. They cite
a long list of factors and conditions which are modified when the
prices ol commoditics on the market change. They question the basis
according to which labor 15 isolated from this list and placed in a
separate category. To this we must answer that the theory of value
does not deal with labor as a technical fuctor of production, but with
the working activity of people as the basis of the life of society, and
with the social forms withm which that labor is carricd out. Without
the analysis of the productive-working relations of society, there is no
political economy. This analysis shows that, in a commodity ccon-
omy, the productive-working conncction between commodity pro-
ducers cun only be expressed in a material form, in the form oi the
value of products of labor.

One may object that our view of the internal causal connection
between value and labor (a causal connection which necessarily {ol-
lows from the very structure of the commodity economy) is too
general and undoubtedly will be questioned by critics ol Marx’s
theory of value. We will see below thal the formulation of the labor
theory of value which we give now in its most general form will fater
acquire a more concrete character. But in this general formulation,
the presentation of the problem of value excludes, in advance, a
whole series of theones and condemns to fallure an entire series of
attempts, Coneretely, theories seelung the causes which determine
value and its ¢hanges in phenomena which are not directly connected
with the working activity of people, with the process of production,
are excluded v advance (for example, the theory of the Austriun
school, which starts with the subjective evaluations of individual sub-
jects dsolated from the produclive process and {rom the concrete
social forms 1w which this process is carried out), No matter how
keen an explanation was given by such a theory, no matter how
suceesstully iU discovered certain phenomena i the change of prices,
it sulters from the basic error which assures all its special successes in
advance: it does not explam the productive mechanism of contem-
porary society nor the conditions for its normal functioning and
development, By pulling value, the transmission belt, out of the
productive  mechanism of the commodity ecconomy, this theory
deprives itsell of any possibility of grasping the structure and motion
of this mechanism. We must determine the conneetion between value
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and labor not only to understand the phenomena related to “value,”
but in order to understand the phenonienon “labor™ in contemporary
society, i.e., the possibility of unity of the productive process in a
socicty which consists of individual commodity producers,
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Chapter Ten

EQUALITY OF COMMODITY PRODUCERS
AND EQUALITY OF COMMODITIES

The commodity-capitalist society, like every society based on a
division of labor, cannot exist withoul a proportional distribution of
labor among individual branches of production. This distribution of
labor can only be created if the working activitics of individuals are
interconnected and mutually conditioned. This productive working
connection can only be realized through the process of market
exchange, through the wvalue of commodities, i the commodity
production is not socially regulated. Analysis of the process of ex-
change, of its social forms und its connections with the production of
the commodity society, is in essence the subject of Marx’s theory of
value. !

In the [irst chapter of Capiral, Marx tacitly assumed the socio-
logical premises of the theory of value {which we presented earlier),
and began directly by analyzing the act of exchange, where the equal-
ity of exchanged commoditics 1s expressed. For the majority of
Marx’s critics, these sociological premises remained a closed book.
They do not sce that Marx's theory of value is a conclusion based on
the analysis of social-cconomic relations which characterize the com-
modity cconomy. For them, this theory is nothing more than “a
purely logical proof, a dialectic deduction from the very nature of
exchange.” 2

We know that Marx did not in fact analyze the act of exchange
as such, isoluted {rom a determined economic structure of society. He
analyzed the production relations of a determined sociely, namely
commodity-capitalist  society, and the role of exchange in that
society. If anyone built a theory of value on the basis of analysis of

1 Simmel thinks that economic research begins, not with exchangeable
things, but winh the socialcconomic role of exchange: “Exchange is a socio-
logical phenomenon sui generss, a primitive form and function of inier-
individual life; 1t is not in any way a logical consequence of those qualitative
and quuantitative propesties of things whuch are called utility and scarcity”
(Georg Simmel, Philosophic des Geldes, Leipzig: Duncker & Humblot, 1907, p.
59).

2 Eugen von Bohm-Bawerk, Karl Marx and the Close of hius System, New
York: Augustus M. Kelley, 1949, p. 68.
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the act of exchange as such, isolated from a determined social-
cconomic context, it was Bohm-Bawerk, not Marx.

But though Buhm-Bawerk is wrong in saying that Marx derived
the equality of exchanged goods from a purely logical analysis of the
act of exchange, he is right in holding that Marx put particutar em-
phasis on equality in his analysis of the act of exchange in the com-
modity cconomy. “Let us take two commodities, e.g., corn and jron.
The proportions m which they are exchangeable, whatever those pro-
portions may be, can always be represented by an equation in which
a given quantity of corn is equated to some guantity of iron: e.g.. 1
quarter corn = x cwt. iron. What does this equation tell us? It tells us
that In two different things-in 1 quarter of corn and x cwt. of iron,
there exists in cqual quantities something common to both. The two
things must therefore be equal to a third, which in itself is neither
the onc nor the other. Each of them, so far as it 1s exchange-value,
must therefore be reducible to this third” (C,, £, p. 37). It is this
passage which Marx's critics see as the central point and only founda-
tion of s theory of value, and it is against this passage that they
direct their main blows. “1 should like to remark, in passing,” says
Bohm-Bawerk, “that the first assumption, according to which an
‘equality’ must be manifested in the exchange of two things, appears
to me to be very old-fashioned, which would not, however, matter
much were it not also very unrealistic. In plain English, it seems to
me to be a wrong idea. Where equality and exact cquilibriuim obtam,
no change is likely to occur to distrub the balunce. When, thercfore,
in the case of exchange the matter tenminates with a change of
ownership ol the commodities, it pomts rather to the existence of
some inequality or preponderance which produces the alteration.”3

It may be superfluous to mention that Boshm-Bawerk’s objec-
tions miss their target. Marx never maintained that exchange 1s car-
ried out i conditions of “exact equilibrium™; he more than once
pointed out that the qualitative “inequality” of commodities is the
peeessary result of (he division of lubor and represents, at the same
time, a necessury stimulus of exchange. Bohm-Bawerk’s attention was
turned to the exchange of commodities as use values and to subjec-
tive evaluations of the utifity ol commodities, which stimulate ex-
change on the part of the individuuls who take part 1 it, Thus he
very correctly emphasized the fact of “inequality.” But Marx was
interested in the act of exchange as an objective social fact, and by
emphasizing the equality he brought out essential characteristics of

3 Bohm-Bawerk, Op. Cit., p. 68,
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this social fact. However, he did not have in mind any kind of tantas-
tic state of “exact equilibrium.”4

Critics of Marx’s theory ol value usually sce its center of grav-
ity in its defining the quantitative equality of labor mputs which are
necessary for the production of commodities, and which are equal-
ized with cach other in the act of exchange. But Marx more than
once pointed to the other side of his theory of value, to the qualita-
tive side, so to speak, as opposed to the quuntitative side mentioned
above. Marx was not interested m the qualitauve properties of com-
modities as use values. But his attention was turned to the qualitative
characteristics ol the act of exchange as a social-cconomic phenom-
enon. It is only on the basis of these qualitative and essentially socio-
logical charucteristics that one can grasp the quantitative aspect of
the act of exchange. Almost all critics of Marx’s theory of value
suffer from a complete ignorance of this side of Marx’s theory. Their
views are as one-sided as the opposite coneeption which holds that
the phenomenon of value, as treated by Murx, is nof in any way
related to exchange proportions, i.e., to the quantitative side of value 3

Leaving aside the question of the quantitative equadity of
exchanged commodities, we must pomt out that in a commodity
cconomy the contacts between individual private economic units are
curricd out in the form of purchuase and sale. m the form of equaliza-
tion of values given and received by mdividual economic units in the
act of exchange. The act of exchange is an act of equulization. This
equalization of exchanged conunodities reflects the basic social chur-
acleristic ol the commodily ecconomy: the equality of commaodity
producers. We arc not referring (o their cquality in the sense of
owning cqual material means of production, but to their equality as
autonomous commodity producers independent from ecach other. No
one among them can directly affect another unilaterally . without a
formal agreement with the other. In other words, one producer may
influence another. as an mdependent cconomic subject, through the
terms of (he agreement. The absence of non-economue coercion, the
orgunization of the working activaty of mdividuals, not on principles

The act of exchange itself and the price which results from it influence
. . the behavior of all later buyers and sellers, and thus do not exert wfluence
in the form of incquality, but in the form of equality, Le.. as expressions of
cquivatence” (Zwiedineck, “Uber den Subjektivismus in der Preislehre,” Arehir
Jur Sozialwissenschaft w. Sozialpolitik, 1914, Vol. 38, Part 11, pp. 22-23.
3 See, for example, T, Petry, Der soziele Gehalt der Marxschen
Werttheorie, Jena, 1916, pp. 27-28.
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of public law but on the basis of civil law and so-called free contract,
are the most characteristic fcatures of the economic structure of con-
temporary society, In this context, the basic form of production
relations mnong private cconomic units 1s the form of exchange, ie.,
the cqualization of exchanged values, The equality of commodities in
exchange is the malerial expression of the basic production relation
of contemporary socicly: the connection among comumodity pro-
ducers as equal, autonomous and independent cconomic subjects.

We consider the following passage in Capital to be crucial lor
an understanding of the ideas of Marx which have been presented:
“There was, however, an hmportant fact which prevented Aristotle
from seeing that, to attribute value to commodities, 1s merely a4 mode
ol expressing all labor as equal human labor, and consequently as
labor of equal quality. Greek society was {ounded upon slavery. and
had, therefore, for its nutural basis, the inequality of men and of
their labor-powers. The secret of the expression of value, namely,
that all kinds of labor are equal and cquivalent, because, and so far as
they arc human labor in general, cannot be deciphered, until the
noton of human equality has alrcady acquired the [ixity of a popular
prejudice. This, however, is possible only i a society m whach he
great mass of the produce of labor takes the form ol commodities, in
which, conscquently, the domunant relation between man and mian, is
that of owners of commodities™ (C.. £, pp. 59-60).% The equality of
the autonomous and independent commodity producers 1s the foun-
dation {or the equality of the exchanged goods, This 1s the basic
characteristic of the commodity economy, of s “cell structure,” so
to speak. The theory of value examines the process of’ {formation of
the productive unity called a social economy from separate, one
might say independent, cells. It is not without reason that Marx
wrote, In the preface to the first edition of the first volume of
Capital, thut the “commodity fonu of the product of labor or the
form of value of the commodity is the form of the economie cell of
bourgeois society.” This cell structure ol the commoditly society rep-
resents, in itself, the totality of cqual, formally independent, private
economic units.

6 Obviously here we are not interested in determining whether or not
Marx understood Aristotle accurately, or if his understanding of Aristotle is a
type of ‘“scientific subjectivism,” as was stated by V. Zheleznov (Ekono-
micheskoe mirovozzrenie dvernih grekov [Economic Weltunschauung of the
Ancient Greeks], Moskva, 1919, p, 244), without adequate grounds, in our
opinion.
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In the cited passage on Aristotle, Marx emphasizes that in slave
sociely the concept of value could not be deduced from ““the form of
vadue itself,” Le., from the material expression of the equality of
exchanged commodities. The mystery of value can only be grasped
from the characteristics of the commodity economy. One should not
be astonished that critics who mussed the sociological character of
Marx’s theory of value should have interpreted the cited passage with-
oul discernment. According to Diefzel, Marx “‘was guided by the
ethicul axiom of equality,” This “ethical foundation is displayed in
the passage where Marx expluns the shortcomings of Aristotle’s
theory of value by pointing out that the natural basis of Greek
society was the mequadity among people and among their labor-
powers.” 7 Dietzel does not understand that Marx is not dealing with
an cthical postulate of equality, but with the equality of commodity
producers us a busic social {act of the commeodily economy. We
repeat, not equality in the sense oi equal distribution of material
goods, but in the sense of inclcpcml:.nw and  autonomy among
economic agents who organize production.

If Dictzel transforms the society ol equal commodity producers
from an actual fact into an ethical postulate, Croce sces n the prin-
ciple of equality a theoretically conceived type of society thougit
up by Marx on the basis of theoretical considerations and lor the
purpose of contrast and comparison with the capitalist society. which
is based on inequality. The purpose ol this comparison is to explain
the specific characteristics of the capitalist society. The equality ol
commodity producers 1s not an cthucal deal but u theorctically con-
ceived measure, a standard with which we ncasure capitalist society,
Croce recalls the passuge where Marx says tiat the nature of value
can only be explained m a society where the belief in the equality ol
people has acquired the force of a popukar prepudice & Croce
thinks that Marx, in order to understand value in a capitalist society,
took as a type, as a theoreticul standard, a dilferent (concrete) value,
namely that which would be possessed by goods which can be mult-
plied by labor in a socicty without the imperfections of capitalist
society, and m which lubor power would not be a conumodity. From
this, Croce derives the following conclusion on the logical properties
of Marx’s theory of value. “Marx’s labor-value 1s not only a logical

? Heinnch Dietzel, Theoretische Sozislockonomik, Leipzig: C.F. Winter,
1895, p. 273.

8 Benedetto Croce, Historical Materwlism and the Economics of Karl
Marx, London: Frunk Cass & Co., 1966. pp. 60-66.
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generalization, it is also a fact conceived and postulated as typical,
1.¢., someihing more than a mere logical concept.”?

Dictzel transforms the sociely of equul commodity producers
mto an cthical postulate, while Croce makes ol it a “thought-up”
concrete image which confronts the capitalist society i order to
explain more clearly the characteristics of this society. However, in
reality this society of equal commodity producers is no more than an
abstraction and a generalization of the basic characteristics of com-
modily economy in general and capitalist economy in particular. The
theory of value and its premise of a society of equal commoditly
producers gives us an analysis of one side of the capitalist cconomy,
namely the basic production relation which unites autonomous com-
modity producers. This relation is basic because il generates the social
cconomy (the subject of political economy) as an unquestionable,
though flexible, whole. Marx lucidly expressed the logical character
of lus theory of value when he said: “Up to this poinl we have
considered men in only one cconomic capacity, that of owners of
commodities, a capacity in which they appropriate the produce of
the labor of others, by alienating that of their own labor” {C, 1, pp.
108-109). The theory of value does not give us a description of
phenomena in some imaginary sociely which is the opposite of capi-
talist society; it gives us a generalization of one aspect of cuapitalist
society.

Finally, in capitalist society. production relations among people
as members of different social groups are not confined to relations
among lhem as independent commodity producers. However, rela-
tions among lhe members of different social groups in capitalist
society are carried out in the form and on the basis of their inter-
relations as equal and autonomous commodily producers. The capr-
tulist and the workers are connected to cuch other by production
refations. Capital is the material expression of this relation. But they
are connecled, and enter mio agreement with cach other, as formally
cqual commodity producers. The category of value serves as an ex-
pression of this production relation, or more exactly, of this aspeet
of the production relution which connects them., Industrial capitalists
and landlords, industriatists and (inancial capitalists, also enter agree-
ments with cach other as equal, autonomous commodity owners. This
agpect of production relations among various social groups is ex-
pressed v the theory of value. Thus une characteristic of political
cconomy as u science 1s explained. The baswe concepts of political

9 1hid., p. 56.
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economy are built on the basis of value, and at first glance they even
appear to be logical emanations of value. The first encounter with
Marx’s theoretical system may lead 1o agreement with Bohm-Bawerk’s
view that Marx’s system is a logical-deductive development of abstract
concepts and their immanent, purely logical development, by Hegel’s
method. By means of magical, purely logical modifications, value is
transformed into money, money into capital, capital into augmented
capital (i.e., capital plus surplus value), surplus value into enterprise
profit, interest and rent, etc. Bohm-Bawerk, who tukes apart Marx’s
enlire theory of value, notes that the more developed parts of Marx’s
systemm are a well composed whole consistently derived from an
erroneous starting point. “In this middie part of the Marxian system
the logical development and connection present a really unposing
closeness and intrinsic consistency. . . . However wrong the starting
point may be, these middle parts of the system, by their extraordin-
ary logical consistency, permanently establish the reputation of the
author as an inteliectual force of the first rank.”t0 Coming from
Bshm-Bawerk, a thinker who is prone precisely to the logical devel-
opment of concepts, this represents great praisc. But in reality, the
power of Marx’s theory does not reside n its interpal logical consis-
tency as much as in the fact that the theory is thoroughly saturated
with complex, rich social-economic content taken from reality and
elucidated by the power of abstract thought. In Marx’s work, one
concept is transformed into another, not in terms of the power of
immanent logical development, but through the presence of an entire
series of uccompanying social-cconomic conditions. An enormous his-
torical revolution (described by Marx in tbe chapter on primitive
capitalist accumulation) was necessary for the transformation of
money into capital,

But here we arc not interested in that side of the question. One
concept grows out of another only m the presence of determined
social-cconomic conditions. The fact is that every later concept car-
ries the stamp of the previous one in Marx’s theory. All the basic
concepts of the economic system seem like logical varicties of the
concept of value. Money—this 1s a value which serves as a gencral
equivalent. Capital-a value which creates surplus value, Wages—the
vulue of the labor force. Profit, interest, rent are parts of surplus
value. At first glance this logical emanation of the basic economic
concepts from the concept of value scems inexplicable. But it can be
explained by the fact that the production relations of capitalist

10 pshm-Bawerk, Op. Cit., pp. 889,



92 MARX’S LABOR THEORY OF VALUE

society, which are expressed in the mentioned concepts (capital,
wages, profit, interest, rent, etc.) appear in the form of relations
among independenr commodity producers, relations which are ex-
pressed through the concept of value. Cupital is a variety of value
because the production relation between the capitalist and the work-
ers takes the form of a relation between equal commodity producers,
ic., autonomous cconomic agents. The system of economic concepts
grows out of the system of production relations. The logical structure
of political economy as a science expresses the soctal structure of
capitalist society. 1!

The labor theory of value gives u theoretical formulation of the
basic production relation of commodity society, a production relation
between equal commodity producers, This explains the vitality of this
theory | which has been at the forefront of econumic science through-
out the stormy current of cconomic ideas which replaced one
another, and throughout afl the attacks which were directed at it
always in new shapes and fresh formulutions. Marx noted this quality
of the labor theory of value in his letter to Kugelmann of July 11,

1868: “The history of the theory certuinly shows that the concept of

the valuc relation has always been the same -more or less clear,
hedged more or less with illusions or scientifically more or less

11 F. Oppenheimer sees Marx’s “methodological {all” and his basic
mistake in the fact that he took the “premise of social cquality ameng the
participants in the act of exchange.” which is the basis of the theory of value,
as the starting point for the analysis of the capitalist society with its class
mequality. He quotes. with sympathy. the following statement by Tugan-
Baranovskii: “Assuming social equality among the participants i the act of
exchange, we abstract from the internal structure of the soclety in which this
act is brought about™ (Franz Oppenheimer, Wert und Kapitaiprofit, Jena: G.
Fischer, 1916, p. 176). Oppenheimer reproaches Marx for having ignored the
class inequality of capitalist society in his theory of value.

Liefmann throws an opposite objection against Marx's cconomic theory,
namely that it “assumes beforehand the cxistence of determined classes™
(Robert Liefmann, Grundsatze der Volkswirtschafisichre, Stuttgart & Berlin:
Deutsche Verdagsanstalt, 1920, p. 34), In essence, Lietmaoann s right: Marx’s
economic theory does  assume the class inequality of capitalist society
betorchand., But since the relations among classes in capitalist society take the
form of relations among independent commodity producers, the starting point
of analysis is value, which assumes social equality among the participants in the
act of exchange. Marx’s theory of value overcomes the one-sidedness of
Oppenheimer and Liefmann. A detailed critique of Oppenbeimer’s and
Licfmann’s views is given in our work Sowrcmennye ekonomisty na Zapade
(Contemporary Western Economists), 1927,
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precise.” 12 Hilferding also mentioned the vitality of this theory:
“Economic theory—with the scope which Marx gives to it in his
Theories of Surplus Valuc—is an explanation of capitalist society,
which is based on commuodity production. This basis of economic
tife, which remamned unchanged through enormous and  stormy
development, cxplains the fact that cconomic theory reflects that
development, retamning basic laws which were discovered earlier and
developing them further, but not elimmating them completely. This
means that the logical development of the theory accompanics the
actual development of capitalism. Starting with the first formulations
of the law of labor value m Petty and Franklin, and ending with the
most subtle considerations of Volumes Il and III of Capiial, the pro-
cess of development of cconomic theory is manifested as a logical
unfolding.”13 This continuity of the historical development of the
theory of value explains its central logical place in economic science.
This logical place can only be understood 1 terns of the particular
role which the basic relation among separate commodity producers as
cqual and autonomous cconomic agents plays in the system of pro-
duction relations of capitalist socicty.

This makes obvious the maccuracy of the attempts Lo consider
the labor theory of value completely mapplicable to the explanation
of capitalist sociely, and (o restrict it to an imaginary society or to a
simple commodity society which precedes capitalist society. Croce
asks “why Marx, in analyzing the economic plhienomena of the second
or third sphere (i.e., the phenomena of profit and rent -LR.J, ever
used concepts whose place was only 1 the first one” (ic., in the
sphere of labor value —LR.). “If the correspondence between labor
and value is only realized in the simplified socicty of the first sphere,
why insist on translating the phenomena of the second into terms of
the Tirst?”™ Similar criticisms are based on a one-sided understand-
ing of the theory of value us an explanation of exclusively quantita-
tive proportions of exchange in a simple commodity cconomy, on a
total neglect of the qualitative side of the theory of value. If the law
of quantitative proportions of exchange is modified in capitalist ex-
change, compared to simple commedity exchange, the qualitative side
of exchange 1s the same in both cconomices. Only the analysis of the
quaditative side makes 1t possible to approach and to grasp the quanti-

12 1o at., p. 462.

1
13 Hilferding, “Aus der Vorgeschichie der Marxchen Ockonomic,” Neue
Zetr, 1910-1911, Vol. 1L

1% Ccroce, Op. Cir.,  p. 134,
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tative proportions. “The expropriation ol one part of society and
monopoly ownership of means of production by the other part
obviously modily exchange, since the inequality among the members
of socicty can only become manifest in exchange. But since the act
of exchange is a relation of equality, then inequality takes the form
of equality—no longer as equality of value, but as equality of produc-
tion price.” 13 Hilferding should have extended his idea and translated
it to the language of production relations.

The theory of value, which takes as its starting point the equal-
ity of exchanged commodities, is indispensable for the explanation of
capitalist society with its inequality, because production relations
between capitalists and workers take the form of relations between
formally equal, independent commodity producers. All attempts to
separate the theory of value from the theory of the capitalist econ-
omy are incorrect, whether or not they restrict the sphere of activity
ol the theory of value to an imaginary soctety {Croce) or to a simple
commodily cconomy, or even to a transformation of labor value into
a purely logical category (Tugan-Baranovski)—or, f{inally, to a sharp
separation of inter-cconomic categories, Le., the separation of value
from social categorics, like capital (Struve). (Cf, Chapter Six, “Struve
on the Theory of Commodity Fetishism.”)

15 Hilferding, Das Finanzkapital, Wien, 1910 (Russian edition, 1918, p.
23).




Chapter Eleven

EQUALITY OF COMMODITIES AND EQUALITY OF LABOR

The equality of commodity producers as autonomous economic
agents is expressed in the exchange-form: exchange is in essence an
exchange of equivalents, an equalization of exchanged commodities.
The role of exchange in the national economy is not confined to its
social form. In the commodity cconomy, exchange is one of the
indispensable components of the process of reproduction. It makes
possible an adequate distribution of labor and the continuation of
production. In its form, exchange reflects the social structure of the
commodity economy. In terns of its content, exchange is one of the
phases of the labor process, the process of reproduction. Formally,
the act of exchange refers to an equalization of commodities. From
the stundpoint of the production process, it is closely connected to
the equalization of labor.

Just as value expresses the equality of all products of labor, so
labor (the substance of valuc) expresses the equality of labor in all
forms and of all individuals. The labor is “equal.”” But what does the
cquality of this labor consist of 7 To answer this question, we must
distinguish three types of cqual labor:

1) Physiologically cqual labor

2) Socially cqualized labor

3) Abstract labor.

Since we will not treat the {irst form of Jubor here {(see Chapter
Fourteen), we must explain the difference between the second and
third form of labor.

In an organized cconomy, the rclations among people are
relatively simple and  transparent. Work acquires a directly social
form, t.e., there is u certain social organization and determined social
organs which distribute lubor among individual members of society.
Thus the labor of every individual directly enters the social economy
as concrete labor with all of its concrete matenial properties. The
labor of each mdividual is socual precisely because it is different from
the labor of other members of the community, and it represents a
malerial supplement to their labor. Work in its concrete form s
directly social labor. Thus il is also distributed labor. The social
organization of labor consists of the distribution of labor among the
different members of the community. Inversely, the division of lubor
is based on the decision of some social organ, Labor is at the same
time social and allocated, which means that in its materal-technical,
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concrete, or useful form, labor possesses both of these properties.

Is this labor also socially-equalized?

If we leave aside social organizations which were based on an
cxtreme inequality of sexes and individual groups, and if we consider
a large community with a division of labor (for example, a large
family-community —zadruga—of Southern Slavs), then we can observe
that the process of equalization had to, or at least could, take place
in such a community. Such a process will be even more necessary in
a large socialist community. Without the equalization of the labor of
different forms and different individuals, the organ of the socialist
community cannot decide whether or not 1t is more useful to spend
onc day of qualified labor or two days of simple labor, one month of
the labor of individual A or two months of the labor of individual B,
to produce certain goods. But in an organized community, such a
process of equalization of labor is busically different from the
equalization which takes place in a commodity cconomy. Let us
imagine some socialist community where labor is divided among the
members of the community. A determined social organ equalizes the
labors of various individuals with cach otber, since without this
equalization a4 more or less extensive social plan cannot be realized.
But in such a community, the process of equalization of labor is
secondary and supplements the process of socialization and allocation
of labor. Labor is first of all socialized and allocated labor. We can
also include here the quality of socially equalized labor as a derived
and additional characteristic. The basic characteristic of labor is ils
characteristic of being soctul and allocated labor, and a supplementary
characteristic is its property of being socially equalized labor.

Let us now examine the changes that would take place in the
organization of labor of our community if we imagined the com-
munity, not as an organized entity, but as a union of separate
economic units 2f private commedity producers, i.e., as a commodity
cconomy.

The social characteristics of labor which we traced through an
organized community are also found 1w a commodity ecconomy. Here
too we can see social labor, allocated lubor, and socially equalized
lubor. But all of these processes of socialization, equalization and
allocation of labor arc carried out in uan altogether different form.
The combination of these properties is completely different. First of
all, in a commeodity economy there is no direct social organization of
labor. Labor is not directly social.

In a commodity cconomy, the labor of a separate individual, of
a separate, private commodily producer, is not directly regulated by
society. As such, in its concrete form, lubor does not yet directly
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enter the social economy. Labor becomes social in a commodity
economy only when it acquires the form of socially equalized labor,
namely, the labor of every commodily producer becomes social only
because his product is equalized with the products of all other
producers. Thus the labor of the given individual is equalized with
the labor of other members of the society and with other forms of
labor, There is no other property for determining the social character
of labor in a commodity cconomy. Here there is no previously
designed plan for the socialization and allocation of labor. The only
indication of the fact that the labor of a given individual is included
in ihe social system of the cconomy is the exchunge of products of
the given labor for all other products.

Thus if a commodity economy is compared to a socialist
community, the property of social labor and the property of socially
equalized labor seem to have changed places. In the socialist
community, the property of labor as cqual or equalized was the
result of the production process, of the production decision of a
social organ which socialized and distributed labor. In the commodity
cconomy, labor becomes social only in the sense that it becomes
cqual with all other forms of lubor, in the sense that it becomes
socially cqualized. Social or socially-equalized labor in the specific
form which it has in the commodity cconomy can be called abstract
labor.

We can present some citations {rom Marx’s works which con-
firm what we have said.

The most striking place 1s i the Contribution to the Critique
of Political Lconomy, where Marx says that labor becomes *‘social
only because it takes the form of abstract universal labor.” ie., the
form of cquadization with all other forms of laborYCritique, p. 30).
“Abstract and in that form socmal labor.”- Marx often characterizes
the social fonn of labor in u commodity economy with these words.
We can also cite the well-known sentence from Capiral that in a
commedity cconomy, “the specilic social character of private lubor
carricd on independently, consists m the equality of every kind of
that labor, by virtue of its being human labor” (C, 1, p. 74),

Thus in a commodity economy, the center of gravity of the
social property of labor moves from its charactleristic of being social
to ils characteristic of being equal or socially equalized labor,
equalized through the equalization of the products of labor. The
concept of equality of labor plays such a central role in Marx’s
theory of value precisely because i the commodity economy. labor
becomes social unly il 1t has the property of being equal.

In a commodity economy, the characteristics of social labor as



98 MARX’S LABOR THEORY OF VALUE

well as allocated labor have their source in the equality of labor. The
distribution of labor in the commodity economy is not a conscious
distribution consisient with determined, previously manifested needs,
but is regulated by the principle of cqual advantuge of production.
The distribution of labor among different branches of production is
carried oul in such a way that commodity producers, through the
expenditure of equal quantitics of labor, acquire equal sums of value
in all branches of production.

We can see Lhat the first property of abstract labor (i.c.,
socially equalized labor m the specific lorm which it has in a com-
modity economy) consists of the fact thut it becomes social only il it
is equal. fts second properly consists ol the fact that the cqualization
of labor is carried out through the cqualizalion of things.

In a socialist society the process of equalization of labor and
the process of equalization of things (products of labor) are possible,
but are separate from each other. When the plan for the production
and distribution of different lorms of labor is established, the
socialist society perfurms a certain cqualization of different forms of
lubor, and simultancously it equalizes things (products of lubor) from
the standpoint of social usefulness. “It is true that even then (in
socialism) it will still be necessary for society to know how much
Iabor each article of consumption requires for its production. 1t will
have to arrange ils plan of production in accordance with its means
of production, which include, in particular, ils labor forces. The
useful effects of the various articles of consamption, compared with
cach other and with the guantity of labor required for thewr produc-
tion, will in the last analysis delermine the plan.”! When the process
of production is [nished, when the distribution of the produced
things among the individual members of society takes place, a certain
cqualization of things for the purpose of distribution, society’s
conscious evaluation of these things, is probably indispensable.? It is
obvious that the socialist socicty dees not have to evaluate the things
during their equalization (during their evaluation) m precise propor-
tion to the labor expended on their production. A society directed
by the goals of social policy may, for example, consciously introduce

i Trederick Engels, Ant-Dithring, New York: International Publishers,
1966, p. 338.

2 Here we have in mind the first period of the socialist economy, when
society will still regulate the distribution of products among its individual
members.
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a lower estimate of the things which satisty the cultural needs of the
broad popular masses, and a higher estimate for luxury goods. But
even if the socialist socicly should evaluate things exactly in propor-
tion to the labor expended on them, the decision on the equalization
of things will be scparate from the decision on the equalization of
labor.

It is otherwise in a commodity socicty. Herc there is no
independent social decision on the equalization of labor. The
equalization of various forms of labor is carricd out only in the form
and through the equalization of things, products of labor. The
equalization of things in the form of values on the market affects the
division of labor of socicty, and it affects the working activity of the
participants in production. The equalization and distribution of
commodities on the market are closely connected with the process of
cqualization and distribution of labor i social production.

Marx frequently peinted out that in o commodily cconomy the
social equalization of labor 18 realized oniy in a material form and
through the equulization of commoditics: “When we bring the
products of our lubor into relation with ecach other as values. 1t is not
because we sce in these articles the matenal receptacles of homo-
gencous human labor. Quite the contrary: whenever, by an exchange,
we cquate as values our different products, by that very act, we also
equate, as human labor, the different kinds of fabor expended upon
them. We are not aware of this, nevertheless we do it” (C., 1, p. 74),
Social equalization of labor does not exist independently; it is carried
out only through the equalization of things. This means that the
social equality of lubor is realized only through things. “The ex-
change of products as commodities is a determined method of
exchange of labor, a method of dependence of the labor of one on
another™ {Theorien iiber den Mehrwert, 1, p. 153). “The equality of
all sorts of human labor is expressed objectively by their products all
being cqually values” (Kapital, 1, p. 39: C., I, p. 72).3 “The social
character that his {the individual’s] particular labor has of being the
equal of all other particulur kinds of labor, takes the form that al)
the physically different articles that are the products of labor, have
one common quality, viz., that of having value” (C., 1, p. 73-74).

3 In the original German edition, Marx did not speak of the “substance
of value” (namely labor), but of “labor objectiveness” (Wertgegenstindlichkeit)
or, more simply, of value (this is the way this term is translated tn the French
cdition of Capital, edited by Marx). In the Russian translation this term was
frequently transtated erroncously as “substance of value” (i.c., labor).
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There is nothing more erroneous than to interpret these words
as meaning that the equality of things as values represents nothing
more than an expression of physiological equality of various forms of
human labor (see, below, the chapter on Abstract Labor), This
mechanical-materialistic conception is foreign lo Marx. He speaks of
the social character of the equality of various types of work, of the
social process of equalization of labor indispensable for every
economy based on an extensive division of labor. In the commodity
cconomy, this process is realized only through the equalization of the
products of labor as values. This “materialization” of the sociai
process of equalization 1 the form of an equalization of things does
not mean the material objectification of labor as a factor of produc-
tion, i.c., its material accumulation in things (products of labor).

“The labor of every individual, as far as it is expressed in ex-
change value, possesses this sociul character of equality and finds
expression in exchange value only in so far as it is a relation of
equality with the Iabor of all other individuals” (Critique, p. 26). In
these words, Marx clearly expressed the interconnection and mutual
conditioning of the processes of equalization of labor and equaliza-
tion of commoditics as values in the commodily economy. This
explains the specific role which the process of exchange plays in the
mechanism of the commeodity economy, as an equalizer of the pro-
ducts of fabor as values. The process of equalization and distribution
of labor is closely connected with the cqualization of values, Changes
in the magnitude of value of commoditics depend on the socially
necessary  labor expended on the commodities, nol because the
cqualization of things is not possible without the equality of jabor
expended on them {according to Bohm-Bawerk, this is how Marx
gives a foundation to his theory), but because the social equalization
of labor 1s carried oul, in a commodity cconomy, only in the form of
an equalization of conumodities. The key to the theory of value
cannot be found in the act of exchange as such, in the material
cqualization of commiodities as values, but in the way the lbor is
cqualized and distributzd in the commodity economy. We again come
to the conclusion that Marx revealed the properiies of “‘value” by
analyzing “labor” in a commodity cconomy.

This makes it obvious that Marx analyzes the act of exchange
only to the extent that it plays a specific role in the process of
reproduction and is closely connected with that process, Marx
analyzes the “value” of commoditics in ils conncction with “labor,”
with the equalization and distribution of labor in production. Marx’s
theory of valuc does not analyze every exchange of things, but only
that exchange which takes place: 1) in a commodity society, 2)
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among autonomous commodity producers, 3) when it is connected
with the process of reproduction in a determined way, thus represent-
ing one of the necessary phases of the process of reproduction. The
interconnection of the processes of exchange and distribution of
labor in production leads us (for the purpose of theoretical analysis)
to concentrate on the value of products of labor (as opposed to
natural goods which may have a prce; see above, Clrapter Five), and
then only those products which can be reproduced. If the exchange
of natural goods (for example land) is a normal phenomenon of the
commodity economy, connected to the process of production, we
must include it within the scope of political economy. But this must
be analyzed separately from phenomena related to the value of
products of labor. No matter how wuch the price of land influences
the process of production, the connection between them will be
different from the functional connection between the value of
products of labor and the process of distribution of labor in social
production. The price of land, and, in general, the price of goods
which cannot be multiplied, is not an exception to the labor theory
of value, but is at the borders of this theory, at its limits—limits
which the theory itself draws, as a sociological theory which analyzes
the laws determining the changes of value and the role of value in the
production process of the commodity socicty.

Thus Marx does not analyze every exchunge of things, but only
the equalization ol commuodities through which social equalization ol
labor is carried out in a commodity economy. We analyze the value
of commoditics as a manifestation of the “social cquality of labor.”
We must connect the concept of “social equality of labor™ with the
concept of equilibritan among individual forms of labor. The
“equality of labor” corresponds to a determined state of distribution
of labor in production, namely to a theoretically concewved state of
equilibrivm in which the transfer of labor from one branch of
production to another ceases. It is obvious that transfers of labor will
always take place and are indispensable if there is a constant dis-
tortion of proportionality in the distribution of labor due to the
spontancity of the economy. But these transfers of labor serve
precisely to remove the distortions, 10 remove the deviations from
the average, theoretically-conceived equilibrium among individual
branches of production. The state of equilibrium takes place (theo-
retically) when the motives which stimulate commodity producers to
pass {rom one branch to another disappear, when cqual advantages
for production are created in different branches. The exchange of
products of labor among different branches uccording to their values,
the social ecquality of different types of labor, corresponds to the
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state of social equilibrium of production.

The laws of this equilibrium, cxamined from their qualitative
aspect, are different for the simple commodity economy and for the
capitalist economy. This difference can be explained by the fact that
objective equilibrium in the distribution of social labor is created
through competition, through the transfer of lubor from one branch
to another, u transfer which is connected with the subjective motives
of commodity producers.4 The different roles of commodity pro-
ducers in the social process of production thus create different laws
of equilibium in the distribution of labor. In a simpie commodity
economy, equal advantage of production for commodity producers
emploved in different branches is realized through the exchange of
commoedities in accordance with the quantity of labor necessary for
the production of these commodities, S. Frank is suspicious of this
proposition. According to Frank, “Equal income propensity in
different branches of the cconomy | resupposes that the price of the
product will be proportional to the producer’s expenditures, so that a
certain sum of Income will come from a certain sum of production
expenditures. However, this proportionality does not presuppose
equality between the social labor expended by the producer, and the
quantitics of labor which he gets in exchange for his production.”’

However, S. Frank does not ask what the content of the pro-

4 The following comment by Bortkiewicz is to the point: “The law of
value 1s left suspended in mid-air il one does not assume that producers who
produce for the market try to obtain as great an advantape as they can by
expending the Jeast effort, and that they are also in a position to change their
cmployment” (Bortkiewicz, “Wertrechnung und Prewsrechnung in Marxschen
System,” Archiv fiir Sozighwissenschaft u. Sozialpolitik, 1906, XXIIH, Issue I, p.
39). But Bortkicwicz wrongly considers this proposition a basic contradiction
of Hilferding’s interpretation of Marx's theory. Hilferding does not ignore
competition nor the interrclations between supply and demand, but this inter-
connection “is regulated by the price of production” (Hilferding, Bohm-
Bawerk’s Criticism of Marx, New York: Augustus Kelley, 1949, p. 193).
Hilterding understands that cconomic actions are carried out by means of the
motives of economic agents, but he poimts out: “"Nothing but the tendency to
establish the equality of economic relutions can be denved {rom the motives of
ceonomic agents, motives which are wn turn detenmined by the nature of
cconomic relations” (Finanzkepital, Russian cdition, p. 264), This tendency is
the premise for the explanation of phenomena of {he commodity capitalist
cconomy, but not the only explanation. “The motivation of agents of capitalist
production must be derived from the socal function of ¢conomic actions in a
given mode of production” (Ibid., p. 241).

3 S. Frank, Teoriva tsennosti Murksa i vevo znachenie (Marx's Theory off
Value and its Signiftcance), 1900, pp. 137-138.
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duction expenditure is for the simple commodity producer, if il is
not the labor spent on the production. For the simple commodity
producer, the difference in the conditions of production in two
different branches appear as different conditions for the engagement
of labor in them. In a simple commodity economy, the exchange of
10 hours of labor in one branch of production, for example shoe-
making, for the product of 8 hours of labor m another branch, for
example clothing production, necessarily leads (if the shoemaker and
clothesmaker arc equally qualified) to different advantages of pro-
duction in the two branches, and Lo the transfer of labor from shoe-
making to clothing production. Assuming complete mobility of labor
in the commodity economy, every more or less significant difference
in the advantage of production generates a tendency for the transfer
ol labor from the less advantageous branch of production to the
more advuntageous. This tendency remans until the less advantageous
branch is confronted by a dircet threat ol cconomic collapse and
finds it impossible to continue production because of unfavorable
conditions for the sale of its products on the market.

Starting with these considerations, we cannot agree wilh the
interpretation ol the theory of value given by A. Bogdanov. “In a
homogeneous society with a division of labor, every cconomic unit
must yeceive, in exchange for its goods, a quantity of products (for
its own consumption) which is equal in value to its own products, n
order to maintain economic life at the same level as in the previous
period.” “H individual economic units receive less than this, they
begin to weaken and collupse and they cease to be able to perform
their earlier social role.”® Exchange of products which is nol propor-
tional 1o the labor expended in the production of these products
means that individual economic units receive from socicty less labor-
cnergy lhan they give. This leads to their collapse and to the inter-
ruption of production. This means that the normal course of pro-
duction is only possible when the exchange of products 1s pro-
portional to labor expenditures.”

6 Kratkii kurs ckonomicheskor nauki (Short Course in Economic
Science), 1920, p. 63. The same reasoning can be found in his Kurs
politicheskoi ekonomii (Course in Political Economy), Vol. II, 4th Part, pp.
22-24.

7 Such arguments can also be found in rudimentary form in the work of
N. Ziber. “Exchange which was not based on equal quantities of Jabor would
feud to the devouring of some economic forces by others. This could not in
any case last for an extended period. Nevertheless only a long period 1s fit for
scientific analysis” (N. Ziber, Teoriya ssennosti § kapitala Rikardo [Ricardo's
Theory of Value and Capital], 1871, p. 88).
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However original and seductive this interpretation of the labor
theory of value based on “energy” may be, it 1s not satisfactory for
the following reasons: 1) It presupposes a total absence of surplus
product, and this presupposition 1s superfluous for the analysis of the
commodity economy and does not correspond to reality. 2) H sucl a
premise 1s accepted, the Jaw of exchange of products in proportion to
thewr fabor costs will be seen to be effective in all cases of interaction
among different econvmic units, even if the foundations of a com-
modity cconomy do not exist. What one gets 18 a formula applicable
to all bistorical periods and abstracted from the properties of the
conunodity cconomy. 3) A. Bogdanov’s argument presupposes that
the given cconomy must receive (as w result of exchange) a de-
termined quantity of products an kind which is necessary for the
continuation of production, 1e., he bas m mind the quantity of
products in physical terms, and not the sum of values. A. Bogdanov
describes the absolute limit beyond wiich the exchange ol things
belween a given cconomic upil and other cconomic units becomes
destructive to ihe first, and deprives it of the ability to continue
production. However, s analyzing the commodity cconomy. the
decisive role is played by the relative advantage of production for
commodity producers in different branches, and the transler of fabor
(rom less advantageous to more advantageous branches. In conditions
of simple commodity production, equal advantage ol production in
different branches presupposes an exchange of commoditics which s
proportional to the guantities of labor expended on their production,

In the capitalist society, where the commodity pmduu‘t docs
not expend his labor but his capital, the same punciple ol equal
advantuge is expressed by a different formula: equal profit for equal
capital. The rute of profit regulates the distribution of cupital among
different branches of production, and this distribution of capital in
wurn  directs the distribution of labor among these branches. The
movement of prices on the market is related to the distribution of
tabor through the distribution of capital, The movement ot prices is
determined by labor value, through the price of production. Many
critics of Marxism \VL!L disposed to sec in this the bankruptcy of
Marx’s theory of value. They overlooked the fuct that the theory

8 Thus, for exampte, Hainisch says:“What i labor value after these
explanations (in Capitel, Volume HI-ZR.)? It is an arbitrurily constructed
concept, and not the exchange value of economic reality, It 1s not the real fact
which was the starting point of our analysis and which we wanted to explain®™
(Hainisch, Die Marxsche Mehrwerttheorie, 1915, p. 22), Hhinisch's words are
typicai of a whole field of critteism of Marxism winch was proveoked by the
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analyzed not only the quantitative, but above all the qualitative
(social) side of the phenomena related to value. “Reification™ or
Jetishization of working relations; production relations expressed i
the value of products; equality among commodity producers as
cconomic agents; the role of value in the distribution of labor among
the different branches of production—this whole chain of phenomena,
which was not adequately examined by Marx’s critics and was
elucidated by Marx’s theory of vajue, refers equally to a simple
commodily cconomy and to a capitalist economy. But the quanti-
tative side of value also interested Marx, if it was related to the
function of value as regulator of the distribution of lubor. The
quantiiative proportions in which things exchange are expressions of
the law of proportional distribution of social labor. Labor value and
price of production are different manifestations of the same law of
distribution ol labor in conditions of simple commodity production
and in the capitalist society.® The equilibrium and the allocation of
labor are the basis of value and its changes both in the simple
commodity economy and in the capitalist economy. This is the
meaning of Marx’s theory of “labor™ value.

In the previous three chapters we dealt with the mechanism
which connects labor and value. In Chapter Nine, value was first of
all treated as the regulator of the distribution of social labor: in
Chapter Ten, as the expression of soctal production relations among
people; in Chapter Eleven, as the expression of abstract labor. Now
we can lurn o a more detailed analysis of the concept of value.

publication of Volume 11l of Capital. The morce acute eritics did not attach any
significance to the ostensible “‘contradiction™ between Volume | and Volume
HI of Capital, or at least they did not consider it essential (See ). Schumpeter,
“Epochen der Dogmen und Methodengeschichte,” Grundriss der Sozial-
ockonomik, 1, 1914, p. 82, and F. Oppenheimer, Wert und Kapitalprofit, Jena:
G. Fischer, 1916, p. 172-173). They dircct sharp criticisms at the basic
premiases of Marx’s theory of value. On the other hand, critics who nsist on the
contradictions between Marx’s theory of value and his theory of production
price, recognize that the togic of the theory of value cannot be challenged. “in
fact it 15 possible to adduce formal objections to the deductions applied in
Marx’s theory of value, and in reality they have been adduced. But without
doubt, these objections have not achieved their goal” (Heimann, “‘Methodo-
fogisches zu den Problemen des Wertes,” Archiv fur Sozialwissenschajt u.
Sozialpolitik, 1913, XXXVIH., Issue No. 3. p. 775). The impossibility of
“refuting Marx, starting from the theory of value,” was even recognized by
Dictzel. He saw the Achilles” heel of Marx’s system in the theory of crises
(Dictzel, Vom Lehrwert der Wertlehre, Leipzig: A. Deichert, 1921, p. 31).

? See below, Chapter Eighiteen, “Value and Production Price.”



Chapter Twelve

CONTENT AND FORM OF VALUE

.

in order to grasp what the concept of the “value™ of a product
meuns in Marx’s work, as opposed to Marx’s conception of exchange
value, we must {irst of zll examine how Marx approached the concept
of “valuc.” As is widely known, the value of a product, for example,
I quarter of wheat, can only be expressed on the market in the form
of a determined concrete product which is acquired in exchange for
the first product, for example, in the form of 20 pounds of shoe
polish, 2 arshins of silk, % ounce of gold, etc. Thus the “value™ of
the product can oply appear in its “exchange value,” or more pre-
cisely, in its different exchange values. However, why did not Marx
confine his analysis to the exchange value of the product, and partic-
ularly to the quantitative proportions of exchange of vne product for
another? Why did he consider it necessary to construct the concept
of value parallel with the concept of exchange value and different
from it?

In the Comtribution to the Critique of Political Econonmy, Marx
did not yet sharply distinguish between exchange value and value, In
the Critigue. Marx began bis analysis with use value, then moved to
exchange value, and from there pussed directly to value (which he
still called Tawschwert). This transition is smooth and imperceptible
in Marx’s work, as if it were something obvious.

But Marx makes this transition very differently in Capiral, and
it is very interesting to compare the first two pages ol the Critique
and of Capital.

The first two pages of both works accord perfectly with cach
other. The exposition in both begins with use value and then passes
to exchunge value. The statement that exchange value 1s a form of
quuntitative interrelation or proportion in which products exchange
for one another is found in both books. But after that, the two texts
diverge. If in the Critigue Marx passed imperceptibly from exchange
value to value, 1n Capital he scems, on the contrary, to remain on a
given point, as if’ foreseeing objections from his opponents. After the
statement which is common to both books, Marx points out: “ex-
change-value appears to be something accidental and purely relative,
and consequently an intrinsic value, ic., an exchange-value that is
inseparably connected with, inherent in commoditics, scems a contra-
dictivn in terms. Let us consider the matter a little more closely”
(C, I, p. 36).
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One cun see that here Marx had in mind an opponent who
wanted to show that nothing exists cxcept relative exchange values,
that the coneept of value is thoroughly superfluous in political econ-
omy. Who was the opponent alluded to by Marx?

This vpponent was [Samuel] Bailey, who bheld that the concept
of value is thoroughly unnecessary in politlical ecconomy, that one
must restrict oneself to the observation and analysis of individual
proportions 1 which various goods are exchanged. Bailey, who was
more successful in his superticiality than m his witty critique of
Ricardo, tried to undermine the foundations of the labor theory of
valuc. He maintained that it is wrong to speak of the value of a table.
We can only say that the table is exchanged once for three chairs,
another time for two pounds of coffee, etc.. the magnitude of the
value s sumething boroughly relative, and it varies in diflerent
instances. From this Bailey drew conclusions which led to the nega-
tion of the concept of value as a concepl which differs from the
refative value of a given product in a given act of exchange. Let us
imagine the following cuse: the value of a table equals three chans. A
year later, the table 15 exchanged for six chus. We think we are right
it we say that even though the exchange value of the table has
changed, ity value has remained unchanged. Only the value of the
chuirs f{ell, to hall' their former value. Bailey linds this statement
meaningiess. Since the relation of exchange between the wable and the
chairs changed, the relation of the chairs to the table changed also,
and the value of the table consists onty of this.

In order to disprove Bailey's theory, Marx considered it neces-
sary Lo develop (in Caupital) the conception that exchange value cap-
not be grasped if it Is not reduced to some common factor, namely
to value. The first section of Chapter 1 of Capraal is devoted to giving
a foundution to this ades of the trapsitton trom exchange value o
value and from value to the common basis under both, namely tabor.
Section 2 is a completion of Section 1, sibce here the concept of
fabor is analyzed in greater detail, We muay say that Marx passed {rom
the ditferences which are muanifested in the sphere of exchange value
to the common factor which s at the busis ol ull exchange values,
namely 1o value (and 1 the last analysis, 1o fabor). Here Marx shows
the inaccuracy of Bailey’s conception ol the possibility ol restrictng
analysis to the analysts ol the sphere of exchange value, In Section 3,
Marx undertakes the opposite course snd explains the way the vilue
of a given product is expressed in its vartous exchange values. Earlier
Marx tiad been led by analysis to the common luctor, and now he
moves (rom the common factor to the differences. Earlier he reiuted
Bailey's conception, and now he completes Ricardo’s theory, which
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did not explain the transition from value to exchange value. In order
to refute Bailey’s theory, Marx had to develop Ricardo’s theory
further.

Actually, Bailey’s attempt to show that there is no value other
than exchange value, was facilitated significantly by Ricardo’s one-
sidedness. Ricardo could not show how value is expressed in a deter-
mined form of value. Thus Marx had two tasks: 1) be had to show
that value must be revealed behind exchange value; 2) he had to
prove that the analysis of value necessarily leads to different forms of
its manifestation, to exchange value,

How did Marx make the transition from exchuange value to
value?

Usually, critics and comunentators of Marx hold that his central
argument consists of bis famous comparison of wheat and iron on
page 3 of the first volume of the German edition of Cupital. {f wheat
and iron are cquated with cach other, Marx reasoned, then there
must be something common to both and cqual in magnitude. They
must be equal to 2 third thing, and tus is precisely thew value. One
usually holds that this is Marx's main argument. Almost all critiques
of Marx's theory are directed against this argpument. Unfortunately,
cvery work directed against Marx maintains that Marx tried to prove
the nccessity of the concept of value by means of purely abstract
reasoning.

But what has been completely overlocked is the following cir-
cumstance. The paragraph in which Marx treats the equality of the
wheat and the iron is merely a deduction from the previous para-
graph, which says: “A given commodity, c.g., a quarter of wheat 15
exchanged for x blacking, y silk, or z gold, &c.- i short, for other
commodities m the most different proportions. Instead of one
exchange-value, the wheat has, therefore, a great many. But since x
blacking, y silk, or z gold, &c.. each represent the exchange-value of
one quarter of wheat, x blacking, y silk, z gold, &c., must, as ex-
change-values, be replaceable by each other, or equal 10 cach other.
Therefore, first: the valid exchange-values of a given commodity
express something cqual; secondly, exchange-value, generally, 1s only
the mode of expression, the phenomenal form. of something con-
tamned in it, yet distinguishable from it” (C., 1, p. 37).

As can be scen from this passage, Marx does not examme the
individual casc of equalization of one commodity for another. The
starting-point of the argument is a statement of a well-known fact
about the commedity economy, the fact that all commodities can be
equalized with cach other, and the fact that a given comumodity can
be cquated with an infinity of other commodities. In other words,
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the starting point of all of Marx’s reasoning is the concrete structure
of the commodity economy, and sotl the purely logical method of
comparison of two commoditics with cach other,

Thus Marx starts from the fact of manyfold equalization of all
commodities with each otber, or from the fact that every commodity
can be equated with many other commodities. However, this premise
w o itself is still not enough for all the conclusions which Marx
reached. At the basis of these conclusions there is still a tacit assump-
tion which Marx formulates in various other places.

Another premise consists of the following: we assume that the
exchange of one quarter of wheat for any other commodity is sub-
sumed by some regularity. The regulurity of these acts of exchange is
due to their dependence on the process of production. We reject the
premise that the quarter of wheat can be exchanged for an arbitrary
quantity of iron, coffee, etc. We cannot agree with the premise that
the proportions of exchange arc established every time, in the act of
exchange 1tself, and thus have a completely accidental character, On
the contrary, we affinmn that all the possibilitics for the exchange of a
given comunodity for any other commodity are subsumed under cer-
tain regularitics bused on the production process. In such a case,
Murx’s entire argument takes the {ollowing form.

Marx says: Let us take, not the chance exchange ol two com-
modities, iron and wheat, but let us take exchange in the form in
which it actually takes place in a commodity economy. Then we will
sce that every object can be equalized with all other objects. In other
words, we see an infinity of proportions of exchange of the given
product with all others. But these proportions of exchange are not
accidental; they are regular, and their regularity is determined by
causes which lie i the production process. Thus we reach the conclu-
sion that the value of a quarter ol wheat is expressed once in two
pounds of coffee, another time in three chairs, and so on, indepen-
dently of the fact that the value of a quarter of wheat has remamed
the same in all these cases. f we assumed that in cach of the infinite
proportions of exchange, the quarter of wheat has another value (and
this is what Bailey’s statement can be reduced to), then we would
admit complete chaos in the phenomenon of price formation, in the
grandiose phenomenon of the exchange of products by means of
which the comprehensive interrelation of all forms of labor s carried
out.

The above reasoning led Marx to the conclusion that even
though the value of the product is necessarily manifested in exchange
vatue, he would have to subsume the apalysis of value under that of
exchange value and independently of it, “The progress of our mvesti-
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gation will show that exchange-value is the only form in which the
value of commodities can manifest itself or be expressed. For the
present, however, we have to consider the nature of value indepen-
dently of this, its form™ {C,, I, p. 38). Consistently with this, in the
first and second sections of Chapter 1 of Capiral, Marx analyzed the
concept of value in order to pass to exchange value. This distinction
between value and exchange value leads us 1o ask: what is value as
opposed to exchange value.

If we take the most popular and most widely held view, then,
unfortunately, we can say that value is usually considered to be the
labor which is necessury for the production of gives commoditics.
However, the exchange value of given commoditics is seen as another
product for which the first commodity is exchanged. If a given table
is produced in three hours of labor and 1s exchanged for three chairs,
one usually says that the value of the table, equal to three hours of
labor, was expressed in anotber product different from the table
itself, namely in three chairs, The three chairs make up the exchange
value of the table.

This popular definition usually leaves unclear whether the value
is deternined by the labor or whether the value is the labor itself.
Obviously, from the point of view of Marx’s theory, it is accurate to
say that cxchange value is determined by labor, but then we must
ask: what is the value determined by lubor, and to this question we
usually do not find an adequate answer in the popular explapations.

This is why the reader frequently forms the idea that the value
of the product 1s nothing other than the labor necessary for its pro-
duction. One gets a false impression of the complete identity between
labor and value,

Such a conception is very widespread m anti-Marxist literature.
One may say that a larpe number of the misunderstandings and mis-
interpretations which can be found in anti-Marxist literature are based
on the false impression that, according to Marx, labor is value.

This falsc impression often grows out of the ipability to grasp
the terminology and meaning of Marx’s work. For example, Marx’s
well-known  statement that value is ““congealed” or “crystallized”
labor is usually interpreted to mean that tabor is value. This er-
roneous impression 15 also created by he double meanmg of the
Russian verb “represent” (predstaviyat’). Value “represents™ labor-
this is how we translate the German verb ““durstellen.” But this Rus-
sian sentence can be understood, not only in the sensc that value is a
representation, or expression, of labor--the only sense which is con-
sistent with Marx’s theory—but also in the sense that value is labor,
Such an tmpression, which is the most widespread in critical literature
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directed agaiust Marx, is of course completely false. Labor cannot be
identified with value. Labor is only the substance of value, and in
order to obtain value in the full sense of the word, labor as the
substunce of value must be ireated in its inseparable connection with
the social “value form” (Wertform).

Marx analyzes value in terms of its form, substance and agni-
tude (Wertform. Weresubsianz, Werrgrosse). “The decisive, crucial
point consists of revealing the necessary internal connection between
the fonm, substance and magnitude of value” (Kupital, I, 1867, p.
34). The connection between these three aspects was hidden from the
cyes of the analyst because Marx analyzed them separately from each
other. In the lirst German edition of Capiral, Marx pointed out sev-
eral times that the subject was the analysis of various aspects of one
and the same object: value, “Now we know the subsrance of value. It
is lubor. We koow the measure of its magnitude. 1L is labor-time.
What stifl remaios is its form, which tansforms velue into exchange
value” (1bid.. p. 6 Marx'’s italics). “Up to now we have defined only
the substunce and magnitude of value, Now we turn to the apalysis
of the form of value” {Ibid., p. 13). In the second cdition of Volume
I of Capitul, these sentences were excluded, but the first chapter is
divided intw sections with separale headings: the beading of the first
scction says. “Substance of Value and Magnitude of Value”; the third
scetion s titfed: “Form of Value or Exchange Value.” As for the
second section, which is devoted to the two-fold character of labor, it
15 only a supplement to the first section, i.c., to the theory of the
sibstance of value,

Leaving aside here the quantitative aspect, or the magnitude of
value, and lintng ourselves to the qualitative aspect, we can say that
value has (o be considered in terms of “substance” (content) and
“form of value.”? The obligation to analyze value in terms of both
of the factors included within it means an obligation to keep to a
gencetic  (dialectic) method in the analysis. This method contains
analysis as well as synthesis.2 On one hand, Marx takes as his start-
ing-point the analysis of value as the finished form of the product of
labor, and by mcans ol analysis he uncovers the content (substance)

: Here and later, “form of value™ [Wersform) does not mean the various
forms which value acquired in its development (for cxample, accidental,
cxpanded, and general forms of value), but of value itself, which is considercd
as the sociul form of the product of labor. In other words, here we do not have
in mind the various “forms of value,” but *“value as form.”

2
“ On these methods, see above, the end of Chapter Four.
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which is contained in the given form, ie., labor. Here Marx follows
the road which was paved by the Classical Economusts, particularly
Ricardo, and which Bailey refused to follow. But on the other hand,
because Ricardo had confined himself to the reduction of form
(value) to content (labor) in bhis analysis, Marx wants to show why
this content acquires a given social form. Marx does not only move
from form to content, but also from content to form. He makes the
“form of value” the subject of his examination, namely value as the
social form of the product of labor--the form which the Classicul
Economists took for granted and thus did not bave to explain.

Reproaching Bailey for limiting his unalysis to the quantitative
aspect of exchange value and for ignonng value, Marx observes that
the classical school, on the other hand, ignored the “form of value”
even though it subjected value itsell (namely the content of value, its
dependence on labor) to analysis. “Political Economy has indeed
analyzed, however incompletely, value and 1ts magnitude, and bas
discovered what lics beneath these forms. But it has never once asked
the question why labor is represented by the value of its product and
labor-time by the magnitude of that value” /C. L. p. 80). The Clas-
sical Economists uncovered labor under value, Marx showed that the
working relations among people and social labor necessarily take the
material form of the value of products of lubor o a commodity
economy. The classics pointed to the content of value, to labor ex-
pended in the production of the product. Marx studied above ull the
“form of value,” ie., value as the material expression of the working
refations among people and social (abstract) labor 3

“The form of value” plays an important role in Marx’s theory
of value, However, it did not attract the attention of critics (except
Hifferding) Marx himself mentions “the form of value” in various

3 We leave aside the controversial question of whether or not Marx
interpreted the Classics correctly, We suppose that m relation to Ricardo, Marx
was night when he swid that Ricardo examined the quantity and partially the
content of value, ignoring the form of value (Sec Theorien iiber den Mehnwert,
Vol. II, Book 1, p. 12 and Vol. I, p. 163, 164). I'or more detailed analysss.
see our article, “Basic Characteristics of Marx's Theory of Value and Its Dif-
ference from Ricardo’s Theory,” included in Rozenberg, Teoriva stounosn u
Rikardo { Marksa (Theory of Value in Ricardo and Marx), Moskva: Moskovskii
Rabochii, 1924.

4 The significance of the form of value for an understanding of Marx’s
theory was noticed by S. Bulgakov in his old and interesting articles (“Chto
takoye trudovaya tsennost” {What is Labor Value] in Shornike pravovedeniya t
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passages incidentally. The third section of Chapter 1 of Capiral has
the title “Form of Value or Exchange Value,” But Marx does not
remain on the explapation of the form of value, and quickly passes
to its various modifications, to the individual “forms of value”: acci-
dental, expanded, general and monetary. These different “forms of
vaiue,” which are included in every popular presentation of Marx's
theory, overshadowed the “form of value” as such. Marx elaburated
the “form of value” in greater detail in the passage mentioned above:
“It is one of the chief failings of classical economy that it bas never
succeeded, by means of its analysis of commoditics, and in particular,
of their value, in discovering that form under which value becomes
exchange-value. Even Adam: Smith and Ricardo, the best representa-
tives of the school, treat the form of value as a thing of no impor-
tance, as having no conncction with the inberent nature of com-
modities. The reason for this 15 not solely becuuse thewr attention Is
entirely absorbed in the analysis of the magnitude of value. It lies
deeper, The value-form of the product of lubor is not only the most
abstract, but is also the most universal form, taken by the product in
bourgeois production, and siumps that production as a partictlar
species of social production, and thereby gives it its special historcal
character, It then we treat this mode of production as one cternally
fixed by Nature for every state ol society, we necessarily overlook
that which is the differentia specifica of the value-form, and con-
sequently of the commodity-form, and of its further developments,
money-form, capital-form, &c.” (C., 1, pp. §0-81, foornote. Rubin’s
itatics ).

Thus the “value Jorm” is the most general form of the com-
modity economy; 1t is characteristic of the social form which is
acquired by the process of production at a determined level of his-
torical development. Since political economy analyzes a historically
transient social form of production, commodity capitalist production,
the “form of valuc™ is one of the foundation stones of Marx’s theory
of value. As can be seen from the sentences quoted above, the “form
of value” is closely related to the “commodity form,” ie., to the
basic characteristic of the contemporary economy, the fact that the
products of labor arc produced by autonomous, private producers. A

’

obshchestvennykh znanii {Essays on Jurisprudence and Social Science), 1896,
V, VI, p. 234, and “O nckotorykh osnovnykh ponyatiyakh politicheskos
ckonimii” [On Some Basic Concepts of Political Economy] in Natcchnom
Obozrenii {Scientific Survey], 1898, No. 2, p. 337.
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working connection between producers is brought about only by
means of the exchange of commodities. In such a “commodity” form
of economy, social labor necessary for the production of a given
product is not expressed directly in working units, but indirectly, in
the “form of value,” in the form of other products which are cx-
changed for the given product. The product of labor is transformed
into a commodity; it has use value and the social “form of value.”
Thus social labor is “reified,” it acquires the “form of value.” ie.,
the form of a property attached to things and which scems to belong
to the things themselves. This “reified™ labor (and not social labor as
such) is precisely what represents value, This is what we have in mind
when we say that value already includes within itself the social “form
of value.”

However, what is that “form of value™ which, as opposed to
exchange value, is included in the concept of value?

I will mention only one of the clearest definitions of the form
of value in the first edition of Capital: “The svcial form of com-
modities and the form of value {Wertform), or form of exchangeabil-
ity (form der Austauschbarkeir} are, thus, one and the same (Kapital,
1, 1867, p. 28;: Marx’s iralics). As we can see, the form of value is
called a form of exchangeability, or a social form of the product of
labor which resides in the fact thut it can be exchanged for any other
commodity, if this exchangeability is determined by the quantity of
lubor necessary for the production of the given commodity. In this
way, when we have passed from exchange value to value, we have not
abstracted from the social form of the product of labor. We have
abstracted only from the concrete product in which the value of the
commuodity 1s expressed, but we still have in mind the social form of
the product of labor, its capacity to be exchanged 1n a determined
proportion for any other product,

QOur conclusion can be formulated in the following way: Marx
analyzes the “form of value” (Wertform) separately from cxchange
value (Tauschwert). In order to include the social form of the
product of lubor in the concept of value, we had to split the sociul
form of the product into two forms: Wertform and Tauschwert. By
the first we mcan the social form of ibe product which is not yet
concretized in determined things, but represents some abstract
property of commodities. In order to include in the concept of valuce
the properties of the social form of the product of labor and thus
show the inadmissibility of identifying the concept of value with the
concept of labor, an 1dentification which was often approached by
popular presentutions of Marx, we have to prove that value must be
examined not only from the aspect of the substunce of value (i.c..
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labor), but from the aspect of the “form of value” In order to
include the form of valuc in the concept of value itself, we have to
separate it from exchange value, which is trcated separately from
value by Marx. Thus we have broken down the social form of the
product into two parts: the social form which has not yet acquired a
concrete form (i.e., “form of value”), and the form which alrcady bas
a concrete and independent form (i.e., exchange value).

After we have examined the “form of value,” we must pass on
to the cxamination of the content or substance of value. All Marxists
agree that labor is the content of value. But the problem is, what
kind of {abor is under consideration. It is known to us that the most
different forms may be hidden under the word “labor.” Precisely
what kind of labor makes up the content of value?

After baving drawn a distinction between socially equalized
labor in general, which can exist in different forms of social division
of labor, and abstract labor, which exists only in a commodity eco-
nomy, we must ask the following question: does Marx understand, by
substance or content of value, socially equalized labor in general (i.c.,
social labor in general), or rather abstracrly universal labor?1n other
words, when we speak of labor as the content of value, do we in-
clude in the concept of labor all those charactenistics which were
included in the concept of abstract labor, or do we take labor in the
sense of socially equalized labor, not including in it those properties
which characterize the social organization of labor in the commodity
cconomy? Does the concept of labor as the ‘‘content” of value
coincide with the concept of “abstract” labor which creates value? At
first glance, one can find in Marx’s work arguments in favor of both
of these meanings of the content of value. We can {ind arguments
which scem to hold that fabor as the content of value is something
poorer than abstract labor, ie., labor without those socml propertics
which belong to it in a commodily economy.

What arguments do we find in favor of this solution?

By content of value, Marx often referred to something which
may acquire the social form of value but can also take on another
social form. By content is understvod something which can take
various social forms. Socially equalized labor bas precisely this capa-
city, but not abstract labor (i.c., labor which has already acquired a
determined social form). Socially cqualized labor may take on the
form of lubor organized in a commodity cconomy and the form of
labor vrganized, for example, in a socialist economy. In other words,
m a given casc we take the social equalization of labor abstractly, not
paying attention to the modifications which arc called forth in the
content (i.e., labor) by onc or the other of its forms,
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Can onc find the concept of content of value in this sense in
Marx’s work? We can answer this question affirmatively. We re-
member, for example, iv Marx’s words, that “exchange-value is a
definite social manner of expressing the amount of labor bestowed
upon an object” (C, I, p. 82/ It is obvious that labor is here treated
as the abstract content which can take this or that social form, When
Marx, in the well-known letter to Kugelmann of July 11, 1868, says
that the social division of labor is manifested in the commodity
economy in the form of value, he again treats socially allocated labor
as the content which can take this or that social form. In the second
paragraph of the section on Commodity Fetishism, Marx says directly
that “the content of the determination of value” can be found not
only in the commodity economy but also in the patriarchal family or
on the feudal estate. Here, too, as we can see, iabor is treated as the
content which can take various social forms.

However, in Marx’s work one can also find arguments in favor
of the opposite viewpoint, according to which we must consider
abstract labor as the conteni of value. First of all, we find in Marx’s
work some statements which directly say this, for example the fol-
lowing: “They (commodities) are related to abstract human labor as
to their gencral social substance” (Kapital, I, 1867, p. 28. Italics by 1.
R.). This statement scems to leave no doubt about the fact that
abstract labor is not only the creator of value, but also the substance
and content of value. We reach this same conclusion on the basis of
methodological considerations. Socially equalized labor acquires the
form of abstract labor in the commodity economy, and only from
this abstract labor follows the necessity of value as the social form of
the product of labor. From this it follows that the concept of
abstract labor in our schema directly precedes the concept of value.
One might say that this concept of abstract labor must be taken as
the basis, as the content and substance of value. One cannot forget
that, on the question of the relation between content and form, Marx
took the standpoint of Hegel, and not of Kant. Kant treated form as
something external in relation to the content, and as something
which adberes to the content from the outside. From the standpoint
of Hegel’s philosophy, the content is not in itself something to which
form adheres from the outside. Rather, through its development, the
content itself gives birth to the form which was already latent in the
content. Form necessarily grows out of the content itself, This is a
basic premise of Hegel’s and Marx’s methodology, a premise which is
opposed to Kant’s methodology. From this point of view, the form
of value necessarily grows out of the substance of value. Therefore,
we must take abstract labor in all the variety of its social properties
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characteristic for a commodity cconomy, as the substance of value.
And, finally, if we take abstract labor as the content of value, we
achieve a significant simplification of Marx’s entire schema. In this
case, labor as the content of value does not differ from labor which
creates value.

We have reached the paradoxical position that Marx somelimes
takes social (or socially equalized) labor, and sometimes abstract
labor, as the content of vaiue,

How can we get oul of this contradiction? The contradiction
disappears if we remember that the dialectical method inciudes both
methods of analysis which we treated above: the method of analysis
from f{orm to content, and the method from content to form. If we
start from value as a determined, previously given social form, and if
we ask what is the content of this form, then it is clear that this
form only expresses, in general, the fact that social labor 1s expended.
Value is seen as a form which expresses the fact of social equalization
of labor, a fact which does not only take place in a commodity
economy but can take place in other economies. Passing unalytically
from finished forms to their content, we find socially equalized labor
as the content of value. But we will reach another conclusion if we
take as our starting point, not the finished form, but the content
itsell (i.c., labor), from which the form necessarily lollows (i.c.,
value). [n order to pass from labor, considered as the conlent, to
value as the form, we must inctude the concept of labor in the social
form which belongs to it in the commodity economy, 1e., we must
now recognize abstracily universal labor s the content of value. It is
possible that the sceming contradiclion in the determination of the
content of value which we find in Marx’s work can be expliuned
precisely in lerms of the difference between the two methods.

Since we have separately analyzed the form and the content of
vaiue, we must treat the relation between them. What relation exasts
between lubor and value? The general answer to this question is:
value is the adequate and exact form for expressing the content of
value (i.e., labor). In order to clarify this idea, we return Lo the
previous example: the table is exchanged for three chairs. We say that
this process of exchanpe is delermined by a certamn regularity and
depends on the development and changes in productivity of labor.
But cxchange value is the social form of the product of lubor which
nol only cxpresses the changes ol labor, but which also masks and
hides these changes. 1t bides them because of the simple reason that
exchange value presupposes a value relation between two cow-
modities--between the table and the chairs. Thus changes in the
exchange proportion between these lwo objects do not tell us
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whether the quantity of labor expended on the production of the
table or the quantity of labor expended on the production of the
chairs bas changed. If the table, after a certain time, is exchanged for
six chairs, the exchange value of the tuble has changed. However, the
value of the table itself may not bave changed at all. In order to
analyze, in pure form, the dependence of the change of the social
form of the product on the quantity of labor expended on its pro-
duction, Marx had to divide the given event into two parts, to split
it, and to say that we must anatyze separalely the causes which
determine the “absolute” value of the table and the causes which
determine the “absolute” value of the chairs; and that one and the
same act of exchange (namely the fact that the table now exchanges
for six chairs instead of three)} may be brought about either by causes
which act on the table, or by causes whose roots lie mn the produc-
tion of the chaws. To treat separately the effect of each of thesc
causal chains, Marx bad to split the changes of exchange value of the
table into two parts, and to assume that these changes were brought
about by causes which lay exclusively in the table, i.c., changes in the
productivity of labor necessary for the production of the table. In
other words, he had to assumc that the chairs as well as all other
commodities for which our table would exchange, maintain their
previous value. Only with this assumption is value a completely
accurate and adequate form for expressing labor in its qualitative and
quantilative aspects.

Until now we have examined the connection between the
substance and the form of value from its qualitative aspect. Now we
must examine this same connection {rom its quantitative aspect. Thus
we pass from the substunce and form to the third aspect of value, the
magnitude of value. Marx treats social labor not only from its quali-
lative aspect (labor as the substance of value), but from the quan-
titative as well {amount of labor). In the same way, Marx examines
value from the qualitative aspect (as form, or form of value), and
from the quantitative aspect (magnitude of value). From the qualita-
tive aspect, the interrclations between the “substance™ and “form of
value™ signily interrelations between socially abstract labor and its
“reified” form, ie., value. Here Marx's theory of value dircetly
approaches his theory of commodity fetishism. From the quantiative
aspect, we are concerned with the interrelations between the quantity
of abstract, socially necessary labor and the mugnitude of the value
of the product, whose change is the basis for the regular movement
of market prices. The magnitude of value changes in dependence on
the quantity of abstract, socially-necessury labor, but because of the
twofold churacter of labor the changes in the quantity of abstract,
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socially-necessary labor are caused by changes in the quantity of con-
crete labor, i.e., by the development of the material-technical process
of production, in particular the productivity of labor. Thus, the
entire system of value is based on a grandiose system of spontaneous
social accounting and comparison of the products of labor of various
types and performed by different individuals as parts of the total
social abstract labor. This system is hidden and cannot be seen on the
surface of events. In turn, this system of total social abstract labor is
put into motion by the development of material productive forces
which are the ultimate factor of development of society in general.
Thus Marx’s theory of value is connected with his theory of historical
materialism.

In Marx’s theory we find a magnificent synthesis of the content
and form of value on the one hand, and the qualilative and quanti-
tative aspects of value on the other. In one passage Marx points out
that Petty confused two definitions of value: “valuc as the form of
social labor” and “the magnitude of valuc which is determined by
equal labor time, according to which labor is treated as the source of
value” (Theorien iiber den Mehrwert, V. I, 1905, p. 11). Marx's great-
ness lies precisely in the fact that he gave a syntliesis of both of these
definitions of value. “Value as the material expression of the produc-
tion relations among people,” and “‘value as a magnitude determined
by the quantity of labor or fabor-time”—both of these definitions are
inseparably connected in Marx’s work. The quantitative aspect of the
concept of value, on the analysis of which the classical economists
predominantly concentrated, is examined by Marx on the basis of
analysis of the qualitative aspect of value. [t is precisely the theory of
the form of value or of “value as the form of social labor™ which
represents the most specific part of Marx’s theory of value as
opposed to the theory of the classical economists. Among bourgeots
scientists, onc can frequently find the idea that the characteristic
feature of Marx’s work in comparison with the classical cconomists
consists of his recognition of labor as the “source” or “substance” of
value. As can be seen from the passages by Marx which we cited, the
recognition of labor as the source of value can also be found among
cconomists who are mainly interested in the quantitative phenomena
related to value. In particular, the recognition of labor as the source
of value can also be found in Smith and Ricardo. But we would look
in vain to these writers for a theory of “value as the form of social
labor.”

Before Marx, the attention of the classical economists and their
epigones was drawn either to the confent of value, mainly its quan-
titative aspect (amount of labor), or to relutive exchange value, i.c.,
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to the quantitative proportions of exchange. Two extreme ends of
the theary ol value were subjected to analysis: the fact of develop-
ment of productivity of labor and technique as the internal cause of
changes of value, and the fact of relative changes of value of com-
modities on the market. But the direct connection was missing: the
“form of value”, i.e., value as the form which is characterized by the
reification of production relations and the transformation of social
labor into a property of the products of labor. This explains Marx’s
reproaches of his predecessors, which one might at first glance say are
contradictory. He reproaches Bailey for examining the proportions of
exchange, 1e., exchange value, ignoring value. He sees the short-
coming of the classics in the fact that they examed value and the
magnitude of value, the content, and not the “form of value.” Marx’s
predecessors, us was pointed out, paid attention to the content of
value mainly from the yuantitative aspect (labor and the magnitude
of labor), and in the same way, the gquantitative aspect of exchange
value. They neglected the qualitative aspect of labor and value, the
characteristic property of the commaodity cconomy. Analysis of the
“form of value™ 1s precisely what gives o sociological character and
specific traits to the concept of value. This “lorm of value™ brings
together the ends of the chain: the development of preductvity of
lubor, and market phenomena. Without the form of value, these ends
separate and cach of them is transformed into a one-stded theory. We
acqutre labor expenditures from the technical side, independent from
ihe social form of the material process of production (labor value as
the logical category), and refative changes of prices on the market, a
theory of prices which sceks to explain the fluctuations of prices
outside of the sphere of the labor process and cut off from the basic
fact ol the social cconomy. from the development of productive
torees.

Showing that without the Torm of value there is no value, Marx
acutely grasped that this social form. without the labor content
winch fills it, remains empty. Noticing the neglect of the form of
value on the part of the classical cconomists, Marx warns us of
another danger, namely of overestunating the socisl value-form at the
expense of 1ty labor-content. “This led to the rise of a restored
mercintile system (Ganilh, &e.p. which sees i value nothing but a
social form, or rather the unsubstantial ghost of that form™/C.. I, p.
81, ji,:otuotc.)s In another place Marx said of the same Ganilh:

5 in the German original, Marx simply says: substanziosen Schein (p. 47).
Translators who did not pay adequate attention to the distinction between the
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“Ganilh is quite right when be says of Ricardo and mosl economists
that they consider labor wilhout exchange, although their system,
like the whole bourgeois system, rests on exchange value.””® Gunilb is
right when be empbasizes the meaning of cxchunge, ic., the de-
termined social form of working activity among people which is
expressed in the “form of value.” But he exaggerates the meaning of
exchange at the expense of the produclive-fabor process: “Ganilh
imagines, with the Mercantilists, that rhe magnitude of value is itself
the product of exchange, whercas in fact it is only the form of value
or the form of commodity which the product receives through ex-
change.”” The form of value is supplemented by the labor content.
the magnitude of value depends on the amount of abstract labor. In
its turn labor, which is closely connected with the system of value by
its social or abstract aspect, is closely related to the system of
material production by its matenal-lechmcal, or concrete, aspect.

As a result of the analysis of value from the aspect of its
content (i.e., lubor) and its social form, we acquire the following
advantages. We straight away break with the widespread identification
of value and labor and thus we define the refationship of the concept
of value Lo the concept of lubor more accurately, We also deline the
relation between value and exchange value more accurately. Earlier,
when value was realed simply as lubor and was not given distinet
social characteristics, value was equated with labor on one hand, and
was separated {rom exchange value by an abyss on the other hand. In
the concept of value economists frequently duplicated the same
labor. From this concept of value they could not move to the
concept of exchange value, Now when we consider value in terms of
content and form, we relute value with the concept which precedes
it, abstract labor {and in the last analysis with the material process of
production), the content. On the other hand, twough the form of
value we have alrecady connecled value with the concept which
follows it, exchange value. In fact, once we have determined that

form uand the content {substance) felt it necessary to melude the word “in-
dependent,” which Marx did not include. Struve transtates substanziosen with
the words “without content,” which accurately wranslates Marx’s concept,
whichi saw in the “substance” of value its content, as opposed to its form.

6 Theories of Surplus Value, Moscow: Forcign Languages Publishing
tlouse, 1956, Part 1, p. 199.

7 Ibid.. p. 200.
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value does not represent labor in general, but labor which has the
“form of exchangeability” of a product, then we must pass from
value dircctly to exchange value. In this way, the concept of value is
scen to be inscparable from the concept of labor on one hand, and
from the concept of exchange value on the other.



Chaptier Thirteent

SOCIAL LABOR

We bhave reached the conclusion that 1 a cominodity cconomy
the equalization of libor 1s carried out through the equalization of
the products of labor. Individual acts of social equalization of lubor
do not exist in the commodity economy. This is why it is erroneous
to present the problem in a way that suggests that someone equalized
different forms of labor i advance, comparing them by means of
given measuring units, after which the products of labor were ex-
changed proportionally, according to the already measured and
equalized quantities of Jabor which they contained. Starting Irom this
viewpoint, which ignores the anarchic, spontaneous character of the
commodity capitalist economy, cconomusts {requently thought the
task of cconomic theory was to find a standard of value which would
make it possible in practice to compare and measure the quantity of
various products in the act of murket-exchange. It scemied to them
that the labor theory of value emphuasized lubor precisely as this
practicid standurd of value. This 1s why their ucritique aimed to
demonstrate that labor couid pot be accepted as a convenient stand-
ard of value duce to the absence of precisely established units of
labor with which to measure various lorms of labor different from
each other in terms of intensity, qualilication, danger to health, cte.

The above-mentioned economists could not free themselves
from an erroneous idea which had built itself a nest in political
economy and which attributed to the theory of value a task which
was not 15 own, namely to find a practical standard of value. In
reality the theory of value has a completely different task, theoretical
and not practical. It 15 not necessary for us {o seek a practical stand-
ard ol value which would make possible the cqualization of the
products ol labor on the market. This equalization takes place in
reality every day in the process ol market exchange. In this process,
spontancously, a standard of value is worked out, namely money,
which is ndispensable for this equalization. This murket exchange
does not nced any type of standard wbich is thought up by ccono-
mists. The task of the theory of value is completely different, namely
to grasp and cxplain theoretically the process of equalization of com-
modities which lakes place regularly on the market, in close connec-
tion with the cqualization and distribution of social iabor in the
process of production. 1e., to uncover the causal relation between
both of these processes and the laws of their changes. The causal
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analysis of the actually realized processes of equalization of various
commodities and various forms of labor, and not the finding of prac-
tical standards for their comparison--this is the task of the theory of
value.

The essential confusion of the standard of value and the law of
the changes of value in Smith’s work led to great damage in political
cconomy and cun still be feit toduy. The great service of Ricardo
consists of bis baving put aside the problem of finding a practical
standard of value and placing the theory of value on a strict scientific
basis of causal analysis of the changes of market prices depending on
changes in productivity of labor.! His follower in this sense is Marx,
who sharply criticized views of labor as an “unchanging standard of
value.” “The problem of an unchanging standard of value is in reality
only an ecrroncous expression of the scarch for the concepts and
nature of valuc utself” (Theorien iiber den Mehrwert, I, p. 159).
“The service of Bailey consists of the fact that, with bis objections,
be revealed the confusion of the ‘standard of value’ {as it is repre-
sented in money, a commodity which exists together with other com-
modities) with the immanent standard and substance of value” (Ibid.,
p. 163). The theory of value does not seek an “external standard” of
value, but its “cause,” “the genesis and immanent nature of value”
(fbid., pp. 186, 195). Causal analysis of the changes of value of
commodities which depend on changes in the productivity of {abor-
the analysis of these reul events from quualitative and quantitative
points of view is what Marx calls the study of the “substance” and
“immanent standard” of value. “Immancent standard” does not here
mean the quantity which s taken as a unil of measure, but a “‘quan-
tity which is connected with some kind of existence or some kind of
quality 2 Marx’s statement that labor is an immanent standard of
value must be understood only in the sense that quantitative changes
of labor necessary for the production of the product bring aubout
quantitative changes in (he value of the product. Thus the term
“immanent standard” was transferred by Marx, along with many
other terms, from pbilosophy to political cconomy. It cannot be

1 See 1. Rubin, fstoriya ekonomicheskot mysli (History of Economic
Thought), 2nd Edition, 1928, Chapters XXII and XXVill,

2 O. Bauer, “Istoriya Kapitala,” Sbornik Osnovnye problemy politi-
cheskoi ekonomii (Basic Problems of Political Economy), 1922, p. 47. This is
Hegel's well-known definition of measure. See Kuno Fischer, Geschichte der
neuern Philosophie, Vol. 8, Heidelberg: C. Winter, 1901, p. 490, and G. F.
Hegel, Samzeliche Werke, Vol. 11, Book 1, Leipzig: ¥, Meiner, 1923, p. 340.
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treated as completely successful, since in a superficial reading this
term imakes the reader think mainly about a measure of equalization
rather than of causal analysis of quantitative changes of events. This
unsuccessful terminology connected with the incorrect interpretation
of Marx's reasoning in the {irst pages of Capiral has led even Marxists
to introduce into the theory of vailue a problem which is foreign to
il, namely that of linding a practical stundard of value,

The equalization of labor in a commodily cconomy is not
established by some previously determined unit of measurement, but
is carried out through the equalization of commuodiues in exchange.
Due to the process of exchange. the product as well as the labor of
the commodily producer is subject to substantial changes. Here we
arc not speaking of natural, material changes. The sale ol [rocks
cannot lead o any changes 1 the natural form of the frock itsell.
nor in the fabor of the tailor. nor in the totality of the alrcady
finished conerete lubor processes. But the sale of the product changes
its Torm of value, its social function or form. Sale mdirectly affects
the working uctivity of commodity producers, It places their fabor in
a determined relation with the labor ol other commodity producers
of the same profession, i.e., it changes the social function of labor
Changes through which the product of labor 1s subject to the process
of exchange can be characterized in the (ollowing way: 1} the
product acquures the capacity to be directly exchanged for any other
product of social {abor, f.c.. it exhibils its character of being a soctal
product: 23 the product acquires this soctal character in such a form
that it s equalized with u determined product (gold} wiich possesses
the quality of being direcUy exchangeable Tor alf other products: 3) (he
equalization ol ol products with cach other, which s carried out by
their comparison with gold {(money) also weludes Ure equalization of
various forms ol kibor which difter by the different levels of qualifi-
catfon, t.e., the length of training, and 4) the equalization ol products
of o given kind and quality produced i different technical condi-
tons, re.. with an expenditure of different mdividual quantities of
labor,

The listed changes which the product undergoes through the
process of exchange are wccompanied by anadogous changes in the
fabor of the commodity producer: 1) the labor of the separate pri-
vate commodity producer displays its character as social labor; 2) the
given concrete form of labor is equalized with all other conerete form
of labor. This manyfold equalization of lubor also includes: 3) the
equalization of different lorms ol lubor which differ in terms of quali-
Jicarions, and 4) the cqualization of different mdividual 1abor expen-
ditures which are spent in the production of exemplars of products
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of a given type und quality. This way, through the process of ex-
change, private labor acquires a supplementary characteristic in the
form of social labor, concrete labor in the form of abstract labor,
complex labor is reduced to simple, and individual to socially-
secessary labor. In other words, the labor of the commodity pro-
ducer, which in the process of production directly takes the form of
private, concrete, qualified (i.c., diffcrent by a determined level of
qualification, which in some cases may be said to equal zero) and
individual, acquires social properties in the process of exchange which
characterize it as social, abstract, simple, and socially-necessary
labor.? We are not dealing with four separate processes of transforma-
tion of labor, as some analysts present the problem; these are dif-
ferent aspects of the same process ol equalization of labor which is
carried vut through the equalization of the products of labor as
values. The unified act of equalizing commuodities as values puts aside
and cancels the properties of Jabor as private, concrete, qualified and
idividual. All these aspects are so closely interrelated that in 4 Con-
tribution 1o the Critique of Political Economy, Marx still did not give a
clear enough distinction between them, and be crased the boundaries
between abstract, simple, and socully-necessury labor (Critique, pp.
24-26). On the other hand, in Capital these definitions are developed
by Marx with such clarity and ngor that the attention of the reader
must grasp the close relation between them as expressions of differ-
ent aspects of the equalization of labor in the process of its distribu-
tion. This process presupposes: 1) interconnection among all labor
processes  (social labor): 2) equalization of mndividual spheres of
production or spheres of labor (abstract labor); 3) equalization of
forms of labor with different qualifications (simple labor) and 4)
cqualization of labor applied in ndividual enterprises within a given
sphere of production (socially-necessary labor).

Among the four definitions of value-creating labor (mentioned
above), the concept of abstract labor is central. This is expluined by
the fact that in a commodity economy, as we will show below, labor
becomes social only in the form of abstract lubor, Furthermore, the
transformation of qualified labor to simple labor is only one part of &

3 In commodity production, ie., production which is meant in advance
for exchange, labor acquires the above-mentioned social properties already in
the process of direct production, though only as “latent” or “potential”
properties which must still be realized in the process of exchange. Thus labor
possesses a dual character. It appears directly as private, concrete, qualified and
individual labor, and at the same time as potentiafly social, abstract, simple and
socully-nccessary (see the next chapter).
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larger process of transformation of concrete labor into abstract.
Finally, the transformation of individual into socially necessary labor
is only the quantitative side of the same process of transforming
concrete labor into abstract labor. Precisely because of this, the con-
cept of abstract labor is a central concept in Marx’s theory of value.

As we lave frequently pointed out, the commodity cconomy is
characterized by formal independence among separate commodity
producers on one hand, and material interrelations among their work-
ing activities on the other. However, m what way is the private labor
of an individual commodity producer included in the mechnaism of
social labor and responsible for 1ts motion? Bow does private labor
become soctal labor, and how does the totality of separate, scattered
privale cconomic units become transformed 1nto a relatively unified
social cconomy chuaructerized by the regularly repeating mass
phenomena studied by political cconomy? This is the basic problem
of political cconomy, the problem ol the very possibility and the
conditions of existence of the commodity-capitalist economy.

In & society with an organized economy, the labor of an
individual in its concrete form is directly organized and directed by a
social organ. It appears as part of total social labor, as sociai labor. In
a commodity cconomy the labor of an autonomous commodity pro-
ducer, which 15 based on the rights of private property, onginally
appeared as private labor. “We do not proceed from the labor of
individuals as social labor, but, on the contrary, {rom special labor of
private individuals which appears as universal social labor only by
divesting itsell’ of s ongnal character in the process ol exchange.
Universal soctal labor is, therefore, no rcady-made assumption, but a
growing result” (Critique, p. 46). The labor of the commodily pro-
ducer displays its social character, not as concrete labor expended in
the process of production, but only as labor which has to be equal-
wed with all other forms of labor through the process of exchange.

Bowever, how can the social character of labor be expressed in
exchange? If a frock is the product of the private labor of a tailor,
then one may say that the sale of the frock, or its exchange for gold,
equalizes the private labor of the tailor with another form of private
labor, namely the labor of the producer of gold. How can the equali-
zation of one private labor with another private labor give the first a
social character? This is only possible in case the private labor of the
gold producer is already equalized with all other concrete forms of
labor, ie., if his product, gold, can be directly exchanged for any
other product and, consequently, il it plays the role of general
equivalent, or moncy. The labor of the tailor, since it 1s cqualized
with the labor of the gold preducer, is thus also equalized and con-
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nected with afl concrete forms of labor. Equalized with them as a
form of labor equal to them, the labor of the tailor is transformed
from concrete to general or abstract. Being connected with the others
in the unificd system of total social labor, the labor of the tailor is
transformed from private to social labor. The comprehensive equaliza-
tion (through money) of all concrete forms of labor and their trans-
formation into abstract labor simultaneously creates among them a
social connection, transforming private into social labor. “The labor
time of a single individual is directly expressed in exchange as univer-
sal labor time, and this universal character of individual labor is the
manifestation ot {ts social character” (Critique, pp. 26-27. Marx's
italics).* Only as a “universal quantity” does labor become a “social
quantity” (Ibid. ). “Universal labor, and in this form social labor,”
Marx frequently said. Tn the {inst chapter of Cupital, Marx lists three
propertics of the equivalent [orm of value: 1) use value becomes a
formn i which value is expressed; 2) concrete labor becomes a form
ol manifestation of abstract labor, and 3) private labor acquires the
form of dircctly social fabor (C, {1, pp. 56-60). Marx starts his
analysis with phenomena whichh take place on the surface of the
market in material forms: he begins with the opposition between use
value and exchange value, He secks the explanation for this opposi-
tion in the oppostiion between concrete and abstract fabor. Continu-
ing with this analysis ol the social torms of organization of labor, he
turns to the central problem of bis economic theory, the opposition
between private and social labor. In the commodity economy the
transformation of private into social labor coincides with the transfor-
mation of concrete into abstract labor. The social councetion be-
tween  the working activity ol individual commodity producers is
realized only through the equalization of all concrete forms of labor,
and this cqualization is carricd out in the form of an equalization of
alt the products of labor as values. Inversely, the equalization of
various forms of labor and the abstraction from their concrete prop-
ertics is the unique social relation which transforms the totality of
private economic units into a unified social cconomy. This explains
the special attention which Marx gave to the concept of abstract
labor in his theory.

4 In A Contribution to the Critigue of Political Economy, Marx called
abstract labor “universal” labor.



Chapter Fourteen

ABSTRACT LABOR

The theory of abstract labor is one of the central points of
Marx’s theory of value. According to Marx, abstract labor “creates”
value. Marx attached decisive importance to the difference between
concrete and abstract labor. “l was the first to point out and to
examine critically this two-fold nature of the labor conteined in com-
modities. As this point is the pivot on which a clear comprehension
of Political Economy tums, we must go more into detail” (C, I, p.
41). After the publication of the first volume of Capital, Marx wrote
Engels: “The best points in my book are: I} the two-fold character
of lubor, according to whether it is expressed in use value or ex-
change value. {4l understanding of the facts depends upon this.) It is
cmphasized immediately, in the first chapter; 2) the treatment of
surplus value independently of its particular forms as profit, interest,
ground rent, ete.”

When we see the decisive importance which Marx gave to the
theory of abstract labor, we must wonder why this theory has
received so little attention in Marxist literature. Some writers pass
over this question in complete silence. For example, A. Bogdanov
transforms abstract labor into “‘abstractly-simple labor” and, leaving
aside the problem of concrete and abstract labor, he restricts bimself
to the problem of simple and qualified labor.? Many critics of Marx-
ism also prefer to put simple labor in the place of abstract labor, for
example Karl Dichi.? In popular presentations of Marx’s theory of
value, writers parapbrase i their own words the definitions given by
Murx m the sccond section of Chapter 1 of Capital, on the “two-fold
character of labor embodied i commodities.” Kautsky writes: “*On
the one hand, labor appeurs to us as the productive expenditure of
human labor-power in general, on the other hand, as specific human
aclivity for the attainment of a given object. The first aspect of labor

1 Letter of Marx to Engels, August 24, 1867, in Karl Marx and Fredernick
Engels: Selecred Correspondence, Moscow: Progress Publishers, 1965, p. 192,
A. Bogdanov, Kurs politicheskoi eckonomii (Course of Political
Economy), Vol. I, part 4, p. 18.
3 Karl Dichl, Seziahwissenschaftliche Eviivtcrungen zu David Ricardos
Grundgesetzen der Volkswirtschaft und Bestewrung, Vol. 1, Leipzig: F. Meiner,
1921, pp. 102-104.
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forms the common element in all the productive activities carnied on
by men; the second varies with the nature of the activity 74 This
generally-accepted definition cun be reduced to the followmg, very
sunple statesnent: conerete labor is the expenditure of human energy
in a determined form (clothesmaking, weaving, etc.). Abstract labor is
the expenditure of human energy as such, independently ol the given
forms. Defined in this way, the concept of abstract labor is a physio-
logical concept, devoid of all social and historical elements. The con-
cept of abstruct labor exists in all historicad epochs mdependently of
this or that social form ol production,

I even Marxists usually defline abstract lubor in the sense of
expenditure of physiological energy. then we need not wonder that
this concept is widespread i anbi-Marxist literature. For example,
according to P, Struve: “From the Physiocrats and their English
successors, Marx accepted the mechanical-naturalistic point of view
which 1s so striking in bis theory of labor us the substance of value.
This theory s the crown of all edjective theories of value. It directly
materializes value, transforming 1t into the economic substunce of
cconomic gouds, similar to the physical matter which is the substance
of physical things. This economic substance is something material,
because the labor which creates value 1 understoud by Marx in a
purely physical sense as an abstract expenditure of uervous and
muscular energy, independently of the concrete purposetul content of
this expenditure, which is distinguished by Infinite varietv, Marx’s
abstract lubor is a physiological concept, an ideal concept. and i the
fast analysis a concept which can be reduced to mechanical work™
(Struve’s foreword to the Russiun edition of Volume [ of Capilel,
1906, p. 28). According to Struve, abstract labor 1s a physiological
concept for Marx; that is why the value created by abstract laber is
something material. This mterpretastion s shared by other critics of
Marx. Gerlach noted that according to Marx, “value s something
which is commaon to all commoditics, it is the condition for their
exchangeability . and represents a reffication of abstract-human labor.””
Gerlach  directs his eritical observations against this pont of Marx's
theory of value: “fi s completely impossible to reduce human labor
to simple lubor physiologically. . . Since human labor is always

4 K. Kautsky, The Fconomic Doctrines of Kari Marx. London: A. & C,
Black, 1925, p. 16.

5 Otto Gerlach, Uber die Bedingungen wirtschaftlicher Thitigkeit, Jena:
G. Fischer, 1890, p. 18.
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accompanied and conditioned by consciousness, we must refuse to
reduce it to the movement of muscles and nerves, because in tus
reduction there is always some kind of remainder which is not
amenable to similar analysis” (Ibid., pp. 49-50). “Earlier attempls to
show, experimentally, abstract human labor, thal which is general in
human labor, which is its specific distinction, did not succeed; the
reduction of labor to nervous und muscular energy is nol possible”
{Ibid., p. 50). Gerlach’s statement that Libor cannotl be reduced to
the expenditure of physiological energy, because ii always contains a
conscious clement, cannot be related in any way to the concept of
“abstract labor™ which was created by Marx on the basis of his
analysis of the properties of the commodity economy. However,
these arguments of Gerlach seem so convincing that they are often
repeated by critics of Marx’s theory of value.9 We find an even more
striking version of a naturalistic conception of abstract labor m the
work of L. Buch: labor, m abstract form, is lreated “as the process
of transformation of potential encrgy mlo mechanical work.”7 Here
the attention is direcled not so much to the quantity ol physiological
energy which was expended, but rather to the quantily ol mechanical
labor recewved. Bul the theorclical basis of the problem is purely
naturalistic, completely neglecting the social aspect of the labor
process, ic., precisely the aspect which s the direct subject of
political economy.

Only a few analysts understand that the churactenstics of
abstract labor do not in any way comcde with a physiological
equality of different labor expenditures. “The universal charucter of
labor s not a concept ol natural science which includes only a
physiological content. Private labor is abstract-universal and thus also
social, as the expression of the activity of holders of rights.”® But
the gencral conception of Petry, for whom Marx’s theory of value
does nol represent Wertgesetz bul Wertbetrachtung, is not an explana-
tion of a “real process 1 objects.” but a “subjeciive condition of
knowledge™ (1bid., p. 50). This deprives Petry of any possibility of

6 For example, K. Diehl, Op. Cizt.. p. 104.

4 Leo von Buch, Uber die Elemente der politischen Qekonomie, 1 Theil:
Intensitat der Arbent, Wert und Preis der Waren, Leipzig: Duncker & Humblot,
1896, p. 149.

8 T, Petry, Der soziale Gehalt der Marxschen Werttheorie, Jena, 1916, pp.
23-24.
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formulating the problem of abstract labor accurately.®

Another attempt to introduce a social aspect into the concept
of abstract labor is found in the work of A. Nezhdanov (Cherevanin).
According to Nezhdanov, the concept of abstract labor does not
express a physiological equality of labor expenditures, but a social
process of equalization of different forms of labor in production.

This is “an important and indispensable social process which is
carried out by every conscious social-economic organization. . . . This

social process which characterizes the reduction of different forms of
labor to abstract labor is carried out unconsciously in the commodity
society.” 19 Taking abstract {abor as an expression of the process of
equalization of labor in every economy, A. Nezhdanov neglects the
particular form which the cqualization of labor acquires in a com-
modity cconomy; here it is not carried out directly in the process of
production, but through exchange. The concept of abstract labor
expresses the specific historical for.: of equalization of labor. It is
not only a social, but also a historical concept.

We can see that the majority of writers understood abstract
labor in a simplified way—in the sense of physiological labor. This is
due to the fact that these writers did not apply themselves to follow
Marx’s theory of abstract labor in its entirety, To do this they would
have had to tum to a detailed analysis of Marx’s text in the section
on commodity fetishism, and in purticular in A Contribution to the
Critique of Political Economy. where Marx developed this theory
most completely. Instead, these writers preferred to confine them-
selves to a literal repetition of a few sentences which Marx devoted
to abstract labor in the sccond section of Chapter 1 of Capital.

In the above-mentioned section of Capital, Marx does, in {act,
seem fo give a basis for the interpretation of abstract labor precisely
in a physiological manner. “Productive activity, if we leave out of
sight its special form, viz., the useful character of the labor, is
nothing but the expenditure of human labor-power. Tailoring and
weaving, though qualitatively different productive activities, are each
a productive expenditure of human brains, nerves, and muscles, and

9 An excellent analysis and critique of Petry's book 15 given in an article
by R. Hilferding, in Grunbery's Arhuv fur die Geschichte des Sozialismus und
der Arbeiterbewegung, 1919, pp. 439448, See also our Sowremenuye
ckoumisty ne Zapade {Contemporary Economists in the West), 1927.

10 “Teoriya tsennosti 1 pribyli Marksa pered sudom Fetishista” (Marx’s
Theory of Value and Profit before the Judgment of Fetishists), Nauchnoye
Obozrente (Scientific Survey), 1898, No. 8, p. 1393,
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in this sense are human labor” (C, I, p. 44). And, in concluding,
Marx stresses this idea still more sharply: “On the one hand all labor
is, speaking physiologically, an expenditure of human labor-power,
and in its character of identical abstract human labor, it creates and
forms the value of commodities. On the other band, all labor is the
expenditure of human labor-power in « special form and with a
definite aim, and in this, its character of concreic useful labor, it
produces usc-values” (C., I, p. 46). Supporters as well as opponents
of Marx find suppost in the cited passages and understand abstract
labor in a physiological sense. The first repeat this definition, not
analyzing it critically. The others bring agamst it a whole series of
objections and sometimes they make of this the starting-point for the
refutation of the labor theory of value. Neither the former nor the
latter notice that the simplificd conception of abstract labor (which
was presenled above), at first glance based on a literal interpretation
of MarxX’s words, cannot I any way bc made consistent with the
entirety of Marx’s theory of value, not with a serics of individual
passages in Capital,

Marx never tired of repeating that value is a social pheno-
menon, that the existence of value (Wertgegenstandlichkeit) has “a
purely social reality” (C., 1, p. 47), and does not include a smgle
atom of matter. From this 1t follows that abstract lubor, which
creates value, must be understood as a social category in which we
cannot find a single atom of matter. One of two things is possible: if
abstract labor is an expenditure of human energy in physiological
form, (hen value also hus a reified-material character. Or value is a
social plienomenon, and then abstract labor must afso be understood
as a social phenomenon connected with a determined social form of
production. It is not possible to reconcile a physiologicul concept of
abstract labor with the historical character of the value which it
creates. The physiological expenditure of energy as such is the same
for all epochs wnd, one might say, this energy created value in all
cpochs. We arrive at the crudest interpretation of the theory of value,
one which sharply contradicts Marx’s theory.

There can be only one way out of these ditficulties: since the
concept of value has a social and historical character in Marx’s work
{and this is precisely Dhis service and the distinctive feature of his
theory), then we must construct the concept of the abstract labor
which creates value on the same basis. If we do nol stay with the
preliminary definitions which Marx gave on the first pages of his
work, and it we apply ourselves to trace the further development of
his thought, we will find i Marx’s work cnough clements (or a
sociological theory of abstract labor.
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To grasp Marx’s theory of abstract labor accurately, we cannot
for a minute forget that Marx puts the concept of abstract labor into
inseparable connection with the concept of value. Abstract labor
“creates” value, it 1s the “content” or “substance” of value. Marx’s
task was (as we have [requently noted) not to reduce value analytic-
ally to abstract lubor, but to derive value dialectically from abstract
labor. And this is not possible if abstract labor is understood as
nothing other than labor in a physiological sense. Thus it is not
accidental that the writers who consistently hold a physiological
interpretation of abstract labor are forced to reach conclusions which
sharply contradict Marx’s theory, namely to conclude that abstract
labor in itsell’ does not create value.!l Whoever wants to maintain
Marx’s well-known statement that abstract labor creates value and is
expressed m value, must renounce the physiological concept of
absiract labor. But this does not mean that we deny the obvious fact
that in every social form of economy the working activity of peuple
is carried out through the expenditure of physiological ecnergy.
Physiological lubor 1s the presupposition of abstract labor in the sense
that one cannot speak of abstract labor if there is no expenditure of
physiological energy on the part of people. But this expenditure of
physiological energy remains precisely a presupposition, and not the
object of our analysis.

In cvery social form of cconomy, human labor is at the same
time material-technical and physiological labor. The first quality is
possessed by labor only to the extent that the fabor is subjected to a
definite technical plan and directed to the production of products
necessary for the satisiaction of human needs: the second quality is
possessed by lubor only to the extent that labor represents an
expenditure of physiological energy which is accumulated in the
buman organism and which must regularly be restored. If labor did
not create useful products, or il it was not accompanied by the
expenditure of the energy ol the human organism, the entire picture
of the economic life of humanity would be completely different from
what it actually is. Thus labor which 1s treated ip 1solation from this
or that social organization of cconomy is a material-technical as well
as a biological presupposition for all economic activity. But this
presupposition of economic research cannot be transformed into the
object of analysis. The expenditure of physiological cnergy as such 1s

i See “Otvet kritikam” {(Answer to Critics) in L1 Rubin, Oclerki po
teorii stonnosti Marksa (Essays on Marx’s Theory of Value), Moskva:
Gosudarstvennoe lzdatel’stvo, 1928, which was appended to the third cdition.
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not abstract lubor and does not create vajue.

Until now we have cxamined the physiological version of
abstract lubor in its crudest form. The adherents to this crude form
hold that the value of the product is created by abstract labor as an
expenditure of a certain sum of physiological cnergy. But there are
also finer formulations of this physiological interpretation, which
approximately hold: the equality of products as values is created
through the equality of all forms of human labor as expenditures of
pbysiological energy. Here labor is no longer treated simply as the
expenditure of a certain sum of physiological energy, but in terms of
its physiological homogeneity with all other forms of fabor. Here the
human organism is not treated merely as the source of physiological
energy in general, but also as the source which s able to [urnish
labor in any concrete form. The concept ol physiological lubor in
general has been transformed into a concept of physivlogically equal
or homogeneous labor.

However, this physiologically homogeneous labor 18 not the
object but rather the presupposition of economic research. In reality
if labor as the expenditure of physiological energy is a bivlogical
presupposition of any buman cconomy, then the physiological
homogeneity of labor is a biological presupposition of uny social
division of labor, The physical homogeneity ol human fubor 15 an
indispensable presupposition for the f{ransfer of people from one to
another lorm ol lubor and, thus, for the possibility of the social
process of redistribution of social iabor. If people were born as bees
and ants, with determined working instincts which in advance limited
their working capacitics to one form of activity, then the division of
labor would be a biological fact, and not a social one. If social labor
is to be carricd out in one or another sphere of production, every
individual must be able to pass from one form ol labor to another.

Thus the physiological equality of labor is a necessary condition
for the social equalization and distribution of labor in general. Only
on the basis ol the physiological cquality and homogeneity ol human
fabor, ic., the variety and flexibility of the working activity of
people, is the transfer from one activity to another possible. The
origin of the social systern of diviston of labor, and in particular the
system of commodity production, is only possible on this basis. Thus
when we speak of abstract labor, we presuppose labor which is
socially equalized, and the social equalization of labor presupposes
the physiological homogeneity of labor without which the social
division of labor as a social process could not be carried out in any
form.
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The physiological homogeneity of human labor is a biological
presupposition, and not a cause of the development of the social
division of labor. (This presupposition, in turn, is a result of the iong
process of human development, and in particular of the development
of instruments of labor and of somic organs of the body: the band
and the brain) The level of development and the forms of social
division of labor are determined by purely social causes and they, in
turn, determinc the extent to which the variely of working opera-
tions which the human organism can potentially perform, arc actually
manifested in the varicty of working operations of men as members
of sociely. In a strictly cenforced caste system, the physiological
homogeneity of Guman labor cannot be expressed to a significant
extent. In a small community based on a division of {aboi, the
phystological homogeneity of lubor is manifested in a small circle of
people, and the human character of labor cannot be expressed. Only
on the basis of commodity production, characterized by a wide
development of exchange, a mass transfer of individuals from one
activity  to another, and indifference of individuals towards the
conerete form of labor, is it possible to develop the homogeneous
character of all working operations as forms of human labor in
general. The physiological homogenerty of buman labor was a neces-
sury presupposition of the social division of labor, but only at a
determinted level of social development and in a determined social
form of economy does the lubor of the individual have the character
of a form of manifestation of human labor in general. We would not
be exaggerating il we said that perhaps the concept of man in general
and of buman labor in general emerged on the basis of the com-
modity economy. This is precisely what Marx wanted to point out
when be indicated {hat ihe general buman character of labor is ex-
pressed in abstract fabor.

We have come to the conclusion that physiological labor in
general, or physiologically equal labor, are not in themsclves abstract
labor, even though they are its assumptions. The equal labor which is
expressed m the equality of value must be treated as socially
equalized labor. Since the value of the product of labor is a social
and not a natural function, so labor, which creates this value, is not a
physiological but a “social substance.” Marx expressed ihis idea
clearly and briefly in his work Wages, Price and Profit: “As the
exchangeable values of commodities are only social functions of those
things, and have nothing at all 1o do with their natural qualities, we
must first ask, What is the common social substance of all com-
modities? It is Labor. To produce s commodity a certain amount of
labor must be bestowed upon it, or worked up in it. And I say not
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only Labor, but social Labor.”12 And to the extent thatthis labor is
cqual, what is under consideration is socially equal, or socially
cqualized, labor.

Thus we must not limit ourselves to the characteristic of labor
as equal, but must distinguish three types of equal labor, as we
mentioned in Chapter Eleven:

1) physiologically equal labor

2) socially equdlized labor

3) abstract, or abstract-universal labor, ie., socially equalized
labor in the specific form which it acquires in a commodity eco-
nomnty.

Although abstract labor is a specific property of a commodity
economy, socially equalized labor can be found, for exumple, in a
socialist commune. Abstract lubor does not only fail to coincide with
physiologically equal labor but cuannot be identified with socially
equalized labor at all (sce. above, Chapter Eleven). Every abstract
labor is social and socially equalized labor, but not every socially
equalized labor can be considered abstract labor. For socially equal-
ized labor to take the specific form of abstract lubor characteristic of
the commodity ecconomy, two conditions are necessary, as was
accurately shown by Marx: It s necessary that: 1} the equality of
different kinds of labor and of individuals expresses “the specific
soctl character of private labor carried on independently” (C., 1, p.
74}, i.e.. that labor become social labor only as equal iabor, and 2)
that this equalization of lubor take place in a material form, ie.,
“assumes in the product the form of value” (/bid. )13 In the absence
of these conditions, labor is physiologically equal. It can also be
socially equalized, but it is not abstract-universal labor.

If some writers erroncously confuse abstract labor with physio-
logically equal labor, other writers commit an equally unacceptable,
though not as crude, error: they confuse abstract labor with socially
cqualized labor. Their reasoning can be reduced to the following
terms: the organ of a socialist commune, as we have seen, equalizes
labor of different forms and individuals, for the purpose of account-

2 . - .

12 Wages, Price aud Profit, in Karl Marx and Frederick Engels, Selecred
Works in Two Volimes, Moscow: Foreign Languages Publishing House, 1962,
Volume 1, p. 417.

13 “In the particular form of production with which we arc dealing, viz.,
the production of commodities, the specific social character of private labor
carricd on independently, consists in the equality of every kind of that labor,
by virtue of its being human labor, which character, therefore, assumes in the
product the form of value, . .” (C., I, p. 74).
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ing and distribution of iabor, i.c., it reduces all labor to a general unit
which is neccessarily abstract; thus labor acquires the character of
abstract labor. 14 If these writers insist they are right in calling socially
cqualized labor “abstract,” we can recognize their right to do this:
every writer has the right to give any term he chooses to a phenom-
enon, even though such arbitrary terminology can be very dangerous
and creates great confusion in science. But our argument is not over
the term which is given to socially equalized labor, but over some-
thing different. We confront the question: what do we understand by
that “abstract labor” which creates value and is expressed in value,
according to Marx’s theory. We must again mention that Marx did
not only want to analytically reduce value to labor, but also to
analytically derive value from labor. And from this point of view it is
clear that neither physiologically equal nor socially equalized labor as
such create value. The abstract labor which Marx treated is not only
socially equalized labor but socially equalized labor in a specilic form
which is characteristic for a commodity economy. In Marx’s system,
the concept of abstract labor is inseparably related to the basic char-
acteristics of the commodity cconomy. In order {o prove this we
must explain m greater detail Marx’s views of the character of ab-
stract labor.

Marx begins his analysis with commoaodities, in which be dis-
tnguishes two sides: the material-technical and the social (i.e., use
value and valuce). Similar two sides are distinguished by Marx in the
lubor embodicd in commodities. Concrete and abstract labor are two
sides (material-technical and social) of one and the same labor em-
bodied 1in commodities. The social side of this labor, whiclr creates
value and is expressed n value, 1s abstract fabor,

We begin with the definttion which Marx gives of concrete
labor. “So fur therefore us labor is a creator of use-value, is uscful
labor, it is u necessary condilion, mdependent of all forms of society,
for the existence of the human race; it 1s an eternal nature-imposed
necessity, without which there can be no material exchanges between
man and Nature, and therefore no lite” (C, 1. pp. 42-43; Rubin’s
italics). Tt 1s obvious that abstract labor is contrasted to concrete
labor. Abstract labor is related to a delinite “social form,” and ex-

14 An approximately sumilar view can be found in the article of [,
Dashkovski, “Abstraktnyi trud i ekonomicheskie kategorii Marksa™ (Abstract
Labor and Marx’s Economic Categorics), Pod znamenem marksizma (Under the
Banner of Marxism), 1926, No. 6. Dashkovski also confuses abstract labor with
physiological labor. (Sec Rubin, “Otvet kritikam,” Loe. Cit.)
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presses determined relations of man to man in the process of produc-
tion, Concrete labor is the definition of labor in terms of its mate-
rial-technical properties. Abstract labor includes the definition of
social forms of organization of human labor. This is not a generic and
specific definition of labor, but the analysis of labor from two stand-
points: the material-technical and the social. The concept of abstract
labor expresses the characteristics of the social organization of labor
in a commodity-capitalist society.!?

For an accurate interpretation of the opposition between con-
creie and abstract labor, one must start with the opposition which
Marx drew between private and social labor, and which we have
examined above.

Labor is social if it is examined as part of the total mass of
homogeneous social labor or, as Marx frequently said, if 1t is scen in
terms of its “relation to the total labor of society.” In a large sociul-
ist community, the labor of the members of the community, in its
concrete form {(for example, the labor of a shoemaker), is directly
included in the unitied working mechanism of society, and is equal-
ized with a determined number of units of social labor (if we refer to
the early phase of u socialist cconomy, when the labor of individuals
is still evaluated by society--sec the end of this chapter for a more
detaifed cxamination of this topic). Labor in s concrete form is in
this case directly social labor. 1t 1s different in a commodity economy
where the concrete labor of producers is not directly social labor but
private, i.c., labor of a private commodity producer, a private owner
of means of production and an aptonomous organizer of economic
activity. This private labor can become social only through its equali-
zation with all other forms of labor, through the equalization of their
products (see above, Chupter Eleven). In other words, concrete labor
does not become social because it has the form of concrete labor
which produces concrete use values, for example shoes, but only if
the shoes are equalized as values with a given sum of money (and
through the money with all other products as values). Thus the labor
materialized in the shoes is equalized with all other forms of labor
and, consequently, sheds its determined concrete form and becomes

13 “we now see, that the difference between labor, considered on the
onc hand as producing utilities, and on the other hand, as creating value, a
difference which we discovered by our analysis of a commodity, resolves itself
into a distinction between two aspects of the process of production” (C..1,p.
197). i.c., between the process of production in its technical aspect and its
social aspect. See F. Petry, Der soziale Gehalt der Marxschen Weritheorie, Jena,
1916, p. 22.



142 MARX'S LABOR THEORY OF VALUE

impersonal labor, a particle of the entire mass of homogeneous social
labor. Similarly, just as the concrete products of labor (for example
shoes) display their character as value only if the product sheds its
concrele form and is equalized with a given sum of abstract monetary
units, so the private and concrete labor contained in the product
displays its character as social labor only if it sheds its concrete form
and is cqualized, in a given proportion. with all other forms of labor,
i.c., is equalized with a given quantity of impersonal, homogencous,
abstract labor, “labor in general.” The transformation of private labor
nio social labor can only be carried out through the transformation
of concreie labor into abstract labor. On the other hand, the transfor-
mation of concrete into abstract labor already signifies its inclusion in
the mass of homogeneous social labor, i.c., its transformation into
social lubor. Abstract labor is the variety of social labor or socially
cqualized labor in general. It is social or sociadly equalized labor in
the specific form which 1t bas in a commodity economy. Abstract
labor is not only socially equalized labor, i.c., abstracted from con-
crete properties, impersonal and bomogencous labor. It is labor which
becomes social labor only as impersonal and homogeneous labor. The
concept of abstract lubor presupposes that the process of impersonali-
zation or equalization of labor s a unified process through which
labor is “socialized,” ie., is included in the total mass of social labor.
This equalization of labor may take place, but only mentally and in
anticipation, in the process of direct production, before the act of
exchange. But mn reality, 1t takes place through the act of exchange,
through the equalization {even though it is mental and anticipated) of
the product of the given lubor with a definite sum of money. If this
equalization precedes exchange, f must yet be realized in the actual
process of exchange.

The role of labor we have described 1s characteristic of it pre-
cisely m a commodity economy and 1s especially striking if the com-
modity society Is compared with other forms of economy. “Let us
take the services and payments i kind of the Middle Ages. It was the
specific' kind of labor performed by each individual in its natural
form, the particular and not the universal®? aspect of labor, that

1 . ;
6 Marx wrote, “specific "fosobennyi) (Besonderhieit), 1e., the concrete
character of labor (Critique, p. 29). Translators often create confusion by
translating the term “besondere™ (ic., specific or concrete) with the word
“private.”

17 In the Critique, Marx calis abstract labor “universal,” as we mentioned
earlier.
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constituted then the social tie. Or, let us finally take labor carried on
in common in its primitive natural form, as we find it at the dawn of
history of all [cultures]. It is clear that in this case labor does not
acquire its social character from the fact that the labor of the individ-
ual takes on the abstract form of universal labor or that his product
assumes the form of a universal equivalent. The very nature of pro-
duction under a communal system makes it impossible for the labor
of the individual to be private labor and bis product to be a private
product; on the contrary, it makes individual labor appear as the
direct function of a member of a social organism. On the contrary,
labor, which is expressed in exchange value, at once appears as the
labor of a separate individual, It becomes social labor onlv by taking
on the form of its direct opposite, the form of abstract universal
labor” (Critique, pp. 29-30: Rubin's italics). The same ides was
repeated by Marx in Cepiral, lle says of medieval society: “Here the
particular and natural form of labor, and not, as in a society based
on production of commodities, its general abstract form is the
immediate social form of labor™ (C., /1, p. 77). In the same way, in
the agricultural production of a patriarchal peasant family, “the dif-
ferent kinds of labor, such as tillage, cattle tending, spinning, weaving
and making clothes, which result in the various products, are in them-
selves, and such as they are, dircet social functions” {7bid., p. 78),
Thus, as opposed to a patriarchal family or a feudal estate,
where [abor in its concrete form had a directly sociud character, in
the commodity society the only social relation among independent,
private economic units is realized through a many-sided exchange and
equulization of the products of the most varied concrete forms of
labor, ie., through abstraction irom their concrete propertics,
through the transformation of concrete to abstract labor. The expen-
diture of human cnergy as such, in a physiological sense, is still not
abstract labor, labor which creates value, even though this is its
premise. Abstraction from the concrete forns of labor, the basic
soctal relution among scparate commodity producers. s what charac-
terizes abstract labor. The concept of abstract labor presupposes a
determined social form of organization of labor in a commodity
economy: the individual commodity producers are not directly con-
nected in the production process itself to the extent that this process
represents the totality of concrete working activities; this connection
is rcalized through the process of exchange, ic., through abstraction
from those concrete properties. Abstract labor is not a physiological
category. but a sociul and historical category. Abstract labor differs
from concrete labor not only in terms of its nepative properties (ab-
straction from concrete forms of labor) but also in terms of its posi-
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tive property (the cqualization of all forms of labor in 4 many-sided
exchange of ‘the products of labor). “The labor realized in the values
of commodities is presenied not only under its negative aspect, under
which abstraction is made from every concrete form and useful
property of actual work, but its own positive nature is made to reveal
itself expressly. The general value-form is the reduction of all kinds
of actual labor to their common character of being human labor
generally, of being the expenditure of human labor-power” (C., I, p.
67). In other passages Marx emphasizes that this reduction of con-
crete forms of labor to abstract labor 1s carried out definitively in the
process of exchange. However, in the process of direct production
this reduction has an anticipated or ideal character, since production
is designated for cxchange (see below). In Marx’s theory of value, the
transformation of concrete into abstract labor is not a theoretical act
of abstracting for the purpose of finding a general unit of measurc-
ment. This transformation is a real social event. The theoretical ex-
pression of this social event, namely the social equalization of dif-
ferent forms of labor and not their physiolugical equality, is the
category of abstract labor. The neglect of this positive, social nature
of abstract labor has led to the interpretation of abstract Jabor as a
calculation of labor expenditures in a physiological sense, namely a
purcly negative property of abstracting from the specific forms of
concrete labor.

Abstract labor appears and develops to the extent that
exchange becomes the social form of the process of production. thus
transforming the production process into commodity production. In
the absence of exchange as the social form of production, there can
be no abstract labor. Thus to the extent that the market and the
sphere of exchange is widespread, to the extent that individual
economic units are drawn into exchange, to the extent that these
units are transforined into a unified social economy and later into a
world cconomy, the characteristic properties of labor which we have
called abstract labor are strengthened. Thus Marx wrote: “only for-
eign trade, the development of the market into a world market, trans-
form money into world money and abstract labor into social labor.
Abstract wealth, value, money—consequently abstract labor, are
developed to the extent that concrete labor develops into the totality
of the varied forms of labor encompassed by the world market”
(Theorien iiber den Mehrwert, I, p. 301; Marx’s italics). When
exchange is restricted within national boundaries, abstract labor does
not yet exist in its most developed form, The abstract character of
Jabor achieves its completion when international trade connects and
unifies all countries, and when the product of national labor loses its
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specific concrete properties because it is delivered to the world mar-
ket and equalized with the products of lubor of the most varied
national industrics. This concept of abstract labor is indeed far from
the coneept of labor expenditures in a physiological sense, without
veference  either to the qualitative properties of working aclivity or
to the social forms of the organization of lubor.

In production based on exchange, the producer is not mnterested
in the use value of the product he makes, but exclusively in its value.
The products do not interest bim as results of conerete labor, but as
the result of abstract labor, 1., to the exient that they can shed
therr mnate usetul form and be transformed into money, und through
money into an nfinite series of different use values. If, from the
standpomt of value, a given occupation is less advantageous for a
producer than another occupation, be passes {rom one concrete
activily to another, presupposing thal i the commodity economy
there Is full mobility of labor. Exchange creates the mdifference of
the producer (owards bis concrete labor {obviously in the form of a
tendency which is interrupted and weakened by counteracting influ-
ences). “The wditterence to the pacticular kind of labor corresponds
to a form of society m which individuals pass with ease from one
kind of work to another, which makes it immaterial to them what
particular kind of work may (all to thew share. Laboer has become
bere, not only categoncally but really, a means of creating wealth in
general and 15 no longer grown together with the individual into one
particular destination. This state ot atlairs has found its highest
development in the most modern of bourgeois socictics, the United
States, 1t 15 only here that the abstraction of the category ‘labor;
labor in geneval,” labor sens phrase, the starung point of modern
political economy, becomes realized in practice. Thus, the simpiest
abstraction which modern political economy sets up as its starting
point, and which expresses a relation dating back to antiquity and
prevalent under all forms of society, appears in this abstraction truly
realized only as a cafegory of the most modern society. . . . This
example of labor strikingly shows how even the muost abstract cate-
gories, in spite of their applicability to all epochs—just because of
thejr abstract character--arc by the very definiteness of the abstrac-
tion a product of historical conditions as well, and are fully applica-
ble only to and under those conditions.”!18 We have cited this long

18 K. Marx, “Introduction to the Critique of Political Economy,” in 4
Contribution to the Critigue of Political Economy. Chicago: Charles Kerr,
1904, pp. 299-300. Also see Rubin, “Otvet kritikam.” Loc. Cit.
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excerpt from Marx’s work because herc he definitively demonstrated
the impossibility of defining “abstract labor” or “labor in general”
physiologically. ““Labor in general” at first glance exists in all forms
of society, but in reality it is a product of historical conditions of a
commodity economy and “possesses full significance” only in this
cconomy. Abstract labor becomes 2 social relution among the mem-
bers of society if it is realized through exchange and through cquali-
zation of producis of the most varied forms of labor: “in the world
of commodities the character possessed by all labor of being Auman
labor constitutes its specific social character” (C, I, p. 67), and only
this social character of labor abstracted from concrete propertics gives
it the character of abstract labor which creates value. In value “the
general character of individual labor” appears “as its social charac-
ter’—Marx repeats this idea constantly in A Contribution to the Cri-
tigue of Political Economy.

Thus, to the extent that value can be dialectically derived from
labor, we must understand by labor that labor which is organized in
the determined social form which exists in a commodity economy.
When we speak of physiologically egual or even of socially cqualized
labor in general, this fabor does not create value. One can approach
another, less concrete concept of iabor only by restricting the task to
a purely apalytical reduction of value fo labor. If we start with value
as a finished, given social form of the product of labor (which does
not require a particular explanation) and if we ask, (o what labor can
this value be reduced, we answer briefly: to cqual labor. In other
words, il value can be dialectically denived only from abstract labor
which is distinguished by a concrete social form, the analytical
reduction of value to labor can be restricted to the definition of the
character of labor as socially equalized in general,1? or even physio-
logically equal labor. It is possible that precisely this expluing the fact
that in the second section of Chapter 1 of the firsi volume of Capital,
Marx reduced value to labor by the analytical melhod and underlined
the character of labor us physiologically equal. no longer dwelling on
the social form of organization of labor in the commodity eco-
nomy.20 On the other band, wherever Marx wants to derive value

19 See above, in Chapter Twelve, the cilations in which Marx recognizes
socially equalized labor as the substance of value,

20 In the first German edition of Capdtel, Marx swminacized the dif-
ference Letween concrete and abstract labor as follows: “From what has been
said it follows that a commodity does not possess two different forms of labor
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diglectially from abstract labor, he emphasizes the social torm of
labor in the commodily economy as the characleristic of abstract
labor.

Since we have explained the social nature of abstract labor and
its rclation to the process of exchange, we must answer certain
eritical observations?'which were ruised against our conception of
abstract labor. Some critics say that our conception may lead to the
conclusion that abstract labor originates only in the act of exchange,
from which it follows that value also originates only in exchange.
However, from Marx’s point of view, value, and thus also abstract
labor, must already exist in the process of production. This borders
on 4 very serious and profound question ol the relation between
production and exchange. How should we resolve this probiem? On
one hand, value and abstract labor must already exist i the process
of exchange, yet on the other hand, Marx in several passuges says
that abstract lubor presupposes the process of exchange.

We can cile several cxamples. According to Muarx, Franklin
perceived labor as abstract, but did not grasp that it was abstractly-
general, social Iabor which arises from the complete ulienation of
individual labor (Critique, pp. 62-64). Franklin’s main crror was thus
that he did not take mto consideration the fact that abstract lubor

but oue and the same fabor 1s defined in different and even opposed ways
depending on whether it s related {0 the use valye of commaoditics as to Its
product, or to commodity value as to its materml expression” (Kapital, 1, 1867,
p. 13. Marx’s italics). Value is not the preduct of Iubor but iy a material, fetish
expresston of the working activity of people. Unfortunately in the sccond
edition Marx replaced this summary which underlines the social character of
social lubor by the well-known concluding senfence of section two of Chapter [
wihiuch has given many conunentators a busis for understanding abstract labor in
a phystological sense: “all labor is. speaking physiologically, an expenditure of
human labor-power” (C, 1, p. 46). It scems that Marx himself kncw the w-
accuriacy of the preliminary chasacterization of abstract labor whicn lic gave in
the second edition of Caprtal. Striking proof of this is the fact that in the
French edittion of Volume 1 of Capital (1875), Marx felt i necesswry lo
complete this characterization: here, on page 18, Marx simultancously gave
both definitions of abstract labor; first of il he repeats the above cited defi-
nition from the first edition of Capitel, after which follows the definition of
the second edition, It musl not be forgotten that as o general rule, v the
French edition of Capital, Marx simplificd and in places shortencd his ex-
position. [lowever, on this given point he felt it necessary to supplement and
complicate the characterizalion of abstract kibor. thus recognizing, it would
seem, the inadequacy of the definition of abstract labor given in the sccond
cedition,

21 Sce Rubin's “Otvet kritikum,” Loc. Cit.
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arises from the alienation ol wdividual labor.

This cuse does not refer to an isolated phrase in Marx’s work.
In Jater editions of Capital, Marx, with mereasing sharpness. under-
lined the idea that v a commodily cconomy only exchange trans-
forms conerete labor into abstract labor

We can examine the well-known passage which we cited earlier:
“when we bring the products of our labor into relation with each
other as values, 1t is notl because we see tn these articles the material
receptacies of homogeneous human fabor. Quite the contrary: when-
ever, by an exchange, we equate as values our dilferent products, by
that very act, we also vquate, as human labor, the different kinds of
labor expended upon them” (C, L, p. 74/ In the first edition of
Capital this passage bad precisely the opposite meanmng, In Marx’s
original work this passage smd: “People relate thew products to cach
other as values to the extent that these things are for them only
material shells of homogeneous human labor.” ete. (Kapital, 1, 1867,
p. 387 In order to avoid being mterpreted to mean that people
consciously cqualize thew  labor with cach other v advance as
abstract, Marx completely chuanged the meaning ot his sentence m the
second edition, and he underlined the meaning that the equalization
of labor as abstract labor takes place only through the exchange of
products of fabor. This 15 u sigoificant change between the first and
the second cditions.

But as we mentioned. Marx did not restiict mselfl to the
second edition of Volume 1 ol Capital. Be stil corrected the later
text {or the French edition ol 1875, There he wrote that bhe had
introduced those changes which he bad not been able to include
the second German cditon. On tlus basis Marx assigned to the
French edition of Capital an independent scientilic value parallel with
that of the German originad,

In the second edition of Capital we find the well-known
sentence: “The cqualization of the most dilferent Kinds of labor can
be the result only of an abstraction from their inequalitics, or of
reducing them to their common denominator, viz,, expenditure of
humun labur-power or human fabor i the abstract” (C.. 1, p. 73). In
the French edition Marx, at the end ol this sentence, replaced the
period with o comma and added: “and only exchange brings about
this reduction, vpposing the products ol dilferent forms of labor with
cach other on the basis of equality™ {French edition of Capital, 1875,
p. 29). This insertion is significant and strikingly shows how far Marx
was from the physiological interpretation of abstract labor. How can
we reconcile these statements ol Marx, which can be multiplied, with
his basic view that value 1s created in production?
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1t is not bard to reconcile these views.

The problem 1s that in freating the question of the relation
beiween exchange and production two concepts of exchange are not
adequately distinguished. We must distinguish exchange as a social
form of the process of reproduction from exchange as a particular
phase of this process of reproduction, alternating with the phase of
direct production.

At first glance 1t scems that exchange is o sepavate phuse of the
process of reproduction. We cun sce that the process of divect
production comes first, and the phuse ol exchange comes next. Here
exchange is separate from production and stands opposite from i,
But exchange s not only a separate phase of the process of reproduc-
fion; it puts jis specific mmprint on the entive process of reproduction.
It 15 a particular social form ol the social process of production.
Production based on private exchange—these are words with which
Marx frequently characterized a commodily cconomy. From this
point of view, “the exchange of products as commodities 15 a
determuned form of social labor or social production™ [Theorien iiber
den Mehrwert, I, 1921, p. 153). I we pay attention o the fact that
exchange is @ social form of the production process, a form which
leaves its fmprint on the course of the process of production itself,
then many of Marx’s stutements witl become completely clear. When
Marx constantly repeats that abstract labor s only the result of
exchange, this means that 1t is the result of @ given social form of the
production process. Only Lo the extent that the process of produe-
tion acquites the {form of commodity production, 1e., production
based on exchange, labor acquires the form of abstract iabor and
products of labor acquire the {orm of value,

Thus exchange s above all a form ol production process, or a
form of sociaf labor. Since exchunge is actually the dominant form of
the process of production, it feaves ns imprint on the phase of direet
production. In ather words, sisce a person produces after he has
entered the act of exchange, and before be centers the next act of
exchange, the process of divect production acquires determined social
propertics which correspond 1o the organization ol the commodity
cconoty based on exchange, Even though the commodity producer
is still m bis workshop and g given moment does not ender mto
exchange with other members of society, be alveady feels the pressure
of all those persons who coter the market as bis buyers, competitors,
people who buy from s competitors, ete., in the last analysis, the
pressure of all memburs of society, Tins econome relution and these
production relations. which are directly realized v exchange, extend
therr nfluence even after the given conerete acts of exchange have
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cnded. These acts leave a sharp social imprint on the individual and
on the product of his labor. Alrcady in the very process of direct
production, the producer appears as 4 commodity producer, his labor
has the character of abstract labor, and bis product bas the character
of value.

Here, however, it is necessary to beware of the following errors.
Many writers think that since the process of direct production
abready possesses determined social properties, this means that the
praducts of labor, and labor, iy the phase of direct production, are
characterized pomt by point by the same social properties which
charactenize them in the phase of exchange. Such an assumption is
erroneous because, even though both phases (the phase ol production
and the phase of exchange) are closely related to cach other, this
does not mean that the phase of production has become the phase of
exchange. There is a certain sumilurily between the two phases, but a
certaun difference has also been preserved. 1In other words we re-
cognize (hat [rom the monment when exchange becomes the dominant
form ol social libor and people produce especially for exchange, the
character of the product of fubor as o value s taken into considera-
tion In the phase ol direet production. But this character of the
product of labor as a value 15 not yet that character which it acquires
when it s i fact exchanged for money, when, in Marx’s terms, its
“ideal” value 1s transformed mto “real” value, and the social formof
commodities 15 substituted by the sociul fonn of money.

This is also true ol labor. We know that commuodity producers,
in their acts of production, take into consideration the state of the
market and of demand durmg the process ol direct production. They
produce exclusively in order to transform their product into money,
and thus their private and concrete fabor into social and abstract
fubor. But this inclusion of the labor of the individual into the
working mechansmy of the entire society is only preliminary and
surmised: it 1s still subject to very rough verilication in the process of
exchuange, verification which can glve positive or negative results for
the given commodity producer. Thus (he working activity of com-
modity producers i the phuse of production s directly private and
concrete fubor, and 1t s socud labor only mdirectly, or latently, as
Marx put it

Thus when we read Murx’s work, and particulardy bis descrip-
tons ol how exchange miluences value and abstract labor, we must
always usk what Marx bad m mind in a gven case- exchange as the
form ol the production process itsell, or exchange as a separate phase
which is opposed to the phase ot production. To the extent that he
deals with exchange as a form of the production process, Marx
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clearly says that without exchange there is neither abstract labor nor
valuc. Labor acquires the character of abstract labor only to the
extent that exchange develops. When Marx speaiks of exchange as a
separate phase which stands in opposition to production, he says that
even before the process of exchange, labor and the product of labor
possess  determined  social characteristics but that these  charac-
teristics must be realized in the process ol exchange. In the process
of dircet production labor is not yet abstract labor in the full sense
of the word, it must still become {werden) abstract labor. Numerous
statements to this effect can be found in Marx’s works. We can cite
two passages from the Critigue: *As a matter of Tact, the individual
labors which are represented {u these particular use-values, become
[werden} universal, and, in this form, also social labor, only when
they are actually exchanged for one another in proportion to the
fabor-time contained in  them. Socia) labor-time cexists in these
conunodities in a latent state, so Lo say, and is first revealed
foffenbary sich] in the process of exchange™ (Critique, p. 46).
Elsewhere Marx writes: “Commodities now confront one another in a
double capacity: actually as use-values, ideally as exchange values.
The twofold aspect of labor contained m them is reflected i their
mutual relations; the special concrete labor being virtually present as
their use-value, while universal abstract labor-time s ideally ye-
presented [vorgestelltes Dasein] in their price” (1bid., p. 80).

Marx holds that commodities and money do not lose therr
ditferences because of the fact that every commodity nust be trans-
formed inlo money; cach of these Is in reality what the other is
ideally . and 1deally what the first is in reality. All of these statements
show that we must not think of the problemn o literally. We should
not think that, since in the process of direct production commodity
producers are directly connected to each otber by production rela-
tons, therefore (heir products and their lubor already possess a
directly social character. Reality is not like this. The labor of com-
modity producers is directly private and concrete. but it acquires a
supplementary, “ideal” or “latent”™ social property in the lform of
abstract-gencral and social Jabor, Marx always laugbed at the Utopians
who dreamed of the disuppearance of money and believed in the
dogma that “the solated labor of the individual contained in {a
commodity ] 1s direct social labor” (Critique, p. 106).

Now we must answer the following question: can abstract
labor, which we treat as a purcly “‘social substance,” have a guan-
titative delermination, ic., a determined magnitude? 1t is obvious
that from the standpoint of Marx's theory, abstract labor bas a
determined magnitude, and precisely because of this the product of
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labor does not only acquire the social form of value but has a value
of determined magnitude. In order to grasp the possibility of the
quantitative characterization of abstract labor, we must again resort to
the comparison of abstract labor with the socislly equalized labor
which is found in a socialist community. We suppose that the organs
of the socialist community equalize labor of different types and of
different individuals. For example, one day of simple labor is taken
as 1 unit, and a day of qualified labor as 3 units; a day of the labor
of experienced worker A is tuken as equal to iwo days of the labor
of inexperienced worker B, and so on. On the basis of these general
principles, the organs of social accounting know that worker A
expended in the soctal process of production 20 units of labor, and
worker B, 10 units of labor, Does this mean that A really worked
two times longer than B? Not at all. Even less does this computation
mean that A spent iwo times more pbysiological cnergy than B.
From the point of view of the actual length of time of their work, it
is possible that A and B worked an equal number of hours. It is
possible that from the standpoint of the quantity of physiological
encrgy expended in the process of labor, A spent less energy than B.
Nevertheless, the quantity of “social labor’™ which is the share of A is
larger than the quantity of labor which is the share of B. This lubor
represents a purely “social substance.” The units of this labor are
units ol a homogencous mass of social lubor, calculated and equalized
by social vrgans. At the same time, this social labor has a thoroughly
determined magnitude but (and one must not forget this) a mag-
nitude of a purely social character. The 20 units of labor which are
the share of A do not represent a number of working hours, and not
a sum of actually expended pbysiological energy, but a number of
units of social labor, ve., a socw! magnitude. Abstract labor is pre-
cisely a social magnitude of this type. In a spontancous commodity
economy, it plays the role which socially c¢qualized labor plays in a
consciously organized socialist economy. Thus Marx constantly
mentions that abstract labor 15 a “social substance” and its magnitude
a “social magnitude.”

Only through such a sociological interpretation of abstract labor
can we understand Marx’s central proposition that abstract labor
“creates” value or linds its cxpresston in the form of value. The
physiological conception of abstruct labor could casily lead to a
naturalistic concept of value, 1o a conception which sharply contra-
dicts Marx’s theory. According to Marx, abstract labor and value are
distinguished by the same social nature and represent purely social
magnitudes. Abstract labor means “social determination of labor,”
and value, the social property of the product of labor. Only abstract
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labor, which presupposes determined production relations among
people, creates value, and not labor in the material-technical or
physiological sense.22 The relations between abstract labor and value
canpot be thought of as relations between physical causes and
physical effects. Value is a material expression of social labor in the
specific form which labor possesses in a commodity economy, i.e.,
abstract labor. This means thut value is “congealed” labor, “a mere
congelation of homogeneous buman labor.” “crystals of the social
substance” of labor (C, I, p. 38). For these remarks, Marx was
frequently attacked and accused of a “naturalistic” construction of
the theory of value. But these remarks can be grasped properly only
by comparing them with Marx’s theory of commodity fetishism and
the “reification” of social relations, Marx’s first postulate is that
social production relations among people are expressed in a material
form, From this it follows that social (namely abstract) labor is ex-
pressed in the form of value, Thus value 1s “reified.” “materialized”
labor and simultaneously it is an expression of production relations
among people. These two definitions of value contradict each other if
one deals with physiological labor; but they perfectly supplement
each other if one deals with social labor. Abstract labor and value
have a social and not a material-technical or physivlogical nature.

22 This is why Stolzmann 15 wrong. He writes: “If the meaning and
character of all economic events follows from their ‘sociat functions,” why is
this not true of labor as well, why does labor not find its character in its social
function, i.e.. in the function which belongs to it within the present cconomic
order which is the subject to be explained?” (Stolzmann, Der Zweck in der
Volkswirtschaft. 1909, p. 533). Actually the labor which creates value was not
viewed by Marx as a technical factor of production, but from the point of view
of the social forms of its organization. According to Marx, the social form of
labor does not hang in a vacuum: it is closcly related to the material process of
production. Only through a complete misinterpretation of the social form of
labor in Marx's system is it possible to assert that “labor for Marx is simply a
technical factor of production™ (S. Prokopovich, K kritike Marksa (Towards a
Critiyue of Marx}, 1901, p. 16}, or {0 consider it “az fundamental error of Marx
that in explaining vidue in terms of fabor he neglects the different cvaluations
of different forms of fabor™ as a factor of production (G. Cassel, “Grundriss
ciner clementaren Prestehre,” Zeitschrift fiir die gesamie Staatswissenschaft,
1899, No. 3, p. 447). Even Marshall sees Marx’s crror in his having ignored the
“quadity of labor” (Maxshall, Principles of Economics. 1910, p. 503), The
question 1 whethier we are interested in the social or the technical properties of
labor. Marx was intercsted in the social forms or social quality of labor in a
commodity economy, a form which is expressed in the act of abstraction from
the techaical properties of different forms of labor.
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Value is a social property (or a social form) of a product of labor,
just as abstract labor is a *social substance” which lies at the basis of
this value. Nevertheless abstract labor, just as the value which it
creates, does not only have a qualitative but also a quantitative side.
It bas a determined magnitude, in the same sense that the social labor
accounted for by the organs of a socialist community has a de-
termined maugnilude.

In order to be done wilth the question of the quantitative
determinution of abstract labor, we must explain a possible mis-
understanding which might arise. At first glance it might seem that if
abstract labor is the result of social equalization of labor through the
equalization of the products of laberx, the only criterion of equality
or inequality of two labor expenditures is the fact of equality (or
inequality) in the process of exchange. From this standpomt we
cannot speak of equality or incquality of two labor expenditures
before the moment of their social equalization through the process of
exchange. On the other hand, if in the process of exchange thesc
labor expenditures arc socially equalized, we must consider them
equal even though they are not equal (for example, with respect to
the number of hours of lubor) in the process of direct production.

Such an assumption leads to false conclusions. It deprives us of
the right to say that in the process of exchange equal quantitics of
labor, and sometimes very unequal quantities (for example, in the
exchange of the products of very qualified labor for the products of
unqualified labor, or in the exchange of products by their prices of
production 1 a capitalist cconomy, cte.), are socially cqualized. We
would bave to admut that the social equalization of labor n the
process of exchange is carried out in isolation of dependence on
quantitative aspects which characterize labor in the process of direct
production (for example, the length, intensity, length of training for
a given level of qualification, and so on), and thus, the social
cqualization would lack any regularity since it would be exclusively
determined by market spontuneity.

It is casy to show that the theory of abstract labor developed
earlier has pothing in common with the false impression mentioned
above. We can again return to the cxample of the socialist com-
munity. The orguns of the socialist community recognized worker
A’s right to 20 hours of social labor, and worker B’s right to 10
hours of social lubor. These calculations would be carried out by the
organs of the socialist community on the basis of the propertics
which characterize the labor in the material-technical process of
production (for example, its length, intensity, quantity of produced
goods, and so on). If the organs of the socialist community would
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take as the decisive single criterion, the quantity of physiological
energy expended by the workers (we suppose that this quantity can
be determined by means of psycho-physiological rescarch) to deter-
mine each worker’s quanlitatlve share, we would say that the grounds
for the social equalization of labor are those properties of labor
which characterize it in terms of its physiological and not its mate-
rial-technical side. But this would not change the problem. In both
cases we could say that the act of social equalization of two laber
expenditures is carried out on the basis of characteristics which lie
outside the act of equalization ijtself. But from this it does not
follow in any sense that the social cquality of two labor expen-
ditures, determined on the basis of their physiological equality, is
identical with their physiological equality. Even if we assume that a
given numerical expression of two quantities of social labor (20 hours
and 10 bours of social labor) exactly coincides with the numerical
expression of two quantities of physiological energy (20 units and 10
units of physiological epergy), there s still an essential difference
between the nature of social labor and the expenditure of physio-
logical energy, the social equalization of labor and its physiological
equality. This is even more so in those cases when the social equaliza-
tion is not regulated on the basis of one but on the basis of a whole
serics of properties which characterize labor in its material-technical
or its physiological aspects. In this case, socially-equal labor is not
only quulitatively different {rom physiologically-equul labor, but the
quantitative determination of the first can only be understood as the
result of social equalization of labor. The qualitative as well as the
quantitative characteristics of social labor cannot be grasped without
analysis of the social form of the process of production in which the
social equalization of labor takes place.

This is precisely the state of affairs which we find in a com-
modity economy. The equality of two amounts of abstract labor
signifies their equality as parts of total social labor--an equality which
is only established in the process of social equalization of labor by
means of the equalization of the products of labor. Thus we assert
that in a commodity economy, the social equulity of two labor
expenditures or their equality in the form of abstract labor is estab-
lished through the process of exchange. But this does not prevent us
from ascertaining a series of quantitative properties which distinguish
labor in terms of its material-technical and its physiological aspects,
and which causally influence the quantitative determination of ab-
stract labor before the act of exchange and independent of it. The
most important of these properties are: 1) the length of lubor expen-
diture, or the quantity of working time; 2) the mrensity of labor, 3)
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the qualification of labor; and 4) the quantity of products produced
in a unit of time. We can briefly examine each of these properties.

Marx considers the quantity of working time expended by the
worker the basic property which characterizes the quantitative deter-
mination of labor. This method of quantitative determination of
labor uccording to labor-time 1s characteristic of Marx’s sociological
method. Uf we were considering the quantitative determination of
labor in a psycho-phystological laboratory, we would bave to take as
a unit of labor a certain amount of expended physiological encrgy.
But when we constder the distribution of total social labor among
individuals and branches of production—a distribution which s
carricd out consciously in a socialist community and spontaneously in
a commodity cconomy--different quantities of labor appear as dif-
ferent quantities of fubor-time. Thus Marx frequently replaces labor
with labor-time, and examnes labor-time as the substance mate-
nialized in the product {Critique, pp. 23, 26).

Thus Marx takes labor-time or “the extensive magnitude of
labor” as the basic measure of labor (C, 1, p. 519). Together with
this properly Marx puts the infensity of labor, the “intensive magni-
tude of labor,” ie., “the guuntity of labor expended in a given
time,” as & supplementary und secondary property (Ibid.). One hour
of lubor of greater intensity is recognized to be equal, for example,
to 1% hours of labor of normal intensity. In other words, the more
intensive fabor is recognized as equal o longer labor, Intensity is
translated mnto umts of labor-time, or intensive magnitude is calcu-
lated as extensive magmitude. This reduction of intensity of labor to
labor-time strikingly testifies to what extent Marx subordinated the
properties charactenstic of labor from its physiological aspect under
the properties of a socil character which play a decisive role in the
social process of distribution of labor.

The subordinate role of intensity of labor with respect to
labor-time 1s even more strikingly displayed in Marx’s later observa-
tions. According to Marx, the property of intensity of labor is taken
into consideration to determime a quantity of abstract lubor only
when the given labor expenditures differ Lo u lesser or greater extent
in comparison with the average level. But “if’ the intensity of labor
were 1o increase simultaneously and cqually in every branch of
industry, then the new and higher degree of intensity would become
the normal degree for the society, and would therefore cease to be
taken account of” (C., 1. p. 525.23 In other words, if, in a given

2 . , .
23 Marx expressed the same idea more sharply in Theorien iiber den
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country, today or fifty years ago, onc million working days {eight
hours each) are expended for production every day, the sum of
values created every day remains unchanged even though the average
intensity of labor increases, for example 1% times, during the half
century, and thus the quantity of expended physiological energy
increases. This reasoning on Marx’s part proves that one cannot con-
fuse physiological with abstract labor, and that the amount of physio-
logical energy cannot be taken as the basic qualitative property which
determines the amount of abstract labor and the magnitude of
created value. Marx considers labor-time the measure of labor, and
the intensity of labor has only a supplementary and subordinate role.

We will devote the next chapter to the problem of qualified
labor. Here we will only point out that Marx, faithful to bis general
view of labor-time as the measure of labor, reduced a day of qualified
labor to a given number of days of simple labor, ie., again to lubor-
time.

Until now we have examined the equalization of aniounts of
labor expended in various branches of production. If we consider
different expenditures of lubor in the same branch of production
(more precisely, expenditures for the production of goods of the
same kind and quality), their cqualization is subject to the following
principle: two labor expenditures are recognized as equal if they
create equal quantities of a given product, even though in fuct these
labor expenditures can be very different {rom cach other in terms of
length of labor-time, intensity, and so on. The working day of a
worker who is more highly skilled, or who works with better means
of production, is sucially equalized with two days of labor of a less
qualified worker, or a worker who works with poor means of produc-
tion, even though the amount of physiological energy cxpended in
the first case would be much smaller than in the second case. Here
the decisive property which determines the quantitative characteristic

Mehrwert, U1, pp. 365-366: “If this intensification of labor would become
general, the valuc of commoditics would then have to fall consistently with the
smaller amount of labor-time expended on them.” If, with a general increase of
intensity of labor, 12 hours are expended instead of an caclier 15 hours on a
given product, then in Marx’s view the value of the product falls (since it is
determined by labor-time and by the number of expended hours). The amount
of physiological energy expended on the products has not changed (ie., in 12
hours just as much cnergy is expended now as was expended in 15 hours
earlier). Thus from the point of view of the advocates of a physiological inter-
pretation of labor value, the value of the product would have to remain un-
changed.
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of labor as abstract and socially-necessary does not in any sense
represent an amount of expended physiological energy. Here too,
Marx reduces the labor of a worker distinguished by his skill, or by
better means of production, to socially necessary labor-time, i.c.,
Marx cqualizes labor with a given amount of lubor-time.

We can sce that the quantitative characteristic of abstract labor
is causally conditioned by a serics of propertics which characterize
labor in terms of its material-technical and its physiological sides in
the process of direct production, before the process of exchange and
independent of it. But if two given labor expenditures, independent
of the process of exchange, differ in terms of length, intensity, level
of qualification and technical productivity, the social equalization of
these labor expenditures is carried out in a commodity economy only
through cxchange. Socially cqualized and abstract labor differ quali-
tatively and quantitatively from labor which is examined in terms of
its material-technical or its physiological aspects.




Chapter Fifteen

QUALIFIED LABOR

In the process of exchange, the products of different concrete
forms of labor are equalized and thus labor is also cqualized. If other
conditions remain unchanged, differences in concrete forms of labor
play no role in the commodity economy and the product of onc
hour of labor of the shoemaker is equalized with the product of one
hour of labor of the tailor. Bowever, the different forms of labor
take place in unequal conditions; they differ from each other accord-
ing to their intensiveness, their danger to health, the length of train-
ing, and so on. The process of exchange eliminates the differences in
the forms of labor; at the same time it climinates the dif(erent condi-
tions and converts qualitative differences into quantitative ones. Due
to these dilferent conditions, the product of one day’s labor of the
shoemaker is exchunged, for example, lor the product of two days’
labor of an unqualified construction worker or excavator, or for the
product of hall a day’s labor of a jeweller. On the market, products
produced in unequal amounts of time are equulized as values. At first
glance this conception contradicts the basic premise of Marx’s theory,
according to which the value of the product of labor is proportional
to the lubor-time expended on its production. Lel us sce how this
contradiction can be resolved.

Among the different conditions of lubor mentioned above, the
most important are the intensiveness of the given form of labor and
the length of training and preparation required for the given form of
labor or the given profession. The question of the intensiveness of
labor is not a special theorctical problem and we will treat it inci-
dentally. However, our main aticntion will be devoted to the ques-
tion of qualified lubor.

First of all we will define qualified and simple labor. Simple
labor is “the expenditure of simple labor-power, ie., of the labor-
power which, on an average, apart from any special development,
exists in the organism of every ordinary individual” (C, I, p. 44.
Rubin’s italics). As opposed to simple labor, we will call qualified
labor that labor which requires special training, i.c.. “longer or profes-
sional training and more significant general education than the aver-
age for workers.” ! One shoyld not think that simple, average labor is

1 Otto Bauer, "Qualifizierte Arbeit und Kapitalismus,” Die Newe Zeit,
Stultgart, 1906, Bd. I, No. 20.
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a magnitude which is equal among different people and which does
not change in the course of historical development. Simple average
labor has a different character in different countries and in different
cultural epochs, but it represents a given magnitude for each deter-
mined society at a given moment of its development (C, I, p. 44).
The labor which any average worker can perfonn in England would
require some kind of preparation for the worker in Russia. The labor
which the average Russian worker is able to carry out at present,
would have been considered labor which was above average, in terms
of complexity, in Russia a hundred years ago.

The difference of qualified from simple labor is manifested: 1)
in the increased value of the products which are produced by the
qualified labor, and 2) in the increased value of the qualified labor
force, 1e., in the increased wage of the qualified wage laborer. On
one frand, the product of one day of labor of the jeweller has a value
which Is two times larger than the product of a day’s labor of the
shoemaker. On the other hand, the jewel-worker gets from the jewel-
entrepreneur a larger wage than the shoemaker gets from his entre-
preneur, The f{irst phenomenon is a property of the commodity
economy as such, and characterizes the relations among people as
producers of commodities. The second phenomenon is a property of
the capitalist economy only, and churacterizes relations among people
as relations between capitalists and wage laborers. Since in the theory
of value, which studies the properties of the commodity economy as
such, we only deal with the value of commodities and not with the
value of the labor force, in the present chapter we will consider only
the value of products produced by qualified labor, leaving aside the
question of the value of the qualified labor force.

The concept of qualified labor must be precisely distinguished
from two other concepts which are frequently confused with it:
ability {(or dexterity) and intensiveness. Speaking of qualified labor
we have in mind the level of average qualification (training) which is
required for employment in the given form of labor, the given profes-
sion or specialty. This average qualification must be distinguished
from the individual qualification of the single producer in the context
of the same profession or specialty. The fabor of the jewecller re-
quires, on the average, a high lcvel of qualification, but different
jewellers display, in their work, different degrees of experience, train-
ing and skill; they differ from each other in terms of the dexterity or
ability of their labor (C., 1, pp. 38-39; 197). If shoemakers produce,
on the average, one pair of shoes per day, and a given shoemaker
who is abler and better trained produces two pairs, then naturally the
product of one day’s laubor of the more qualified shoemaker (two
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pairs of shoes) will have two times more value than the product of
onc day’s labor of the shoemaker of average ability (one pair of
shoes). This is obvious since the value is determined, as will be shown
in detail in the next chapter, not by the individual but by the labor
socially necessary for the production. Differences in ability or dex-
terity among the two different shoemakers can be precisely measured
in terms of the different quantitics of products which they produced
during the same time (given the same instruments of labor and other
equal conditions). Thus the concept of ability or dexterity of labor
enters into the theory of socially-necessary labor and does not
present special theoretical difficulties. The question of qualified labor
presents far larger problems. This is related to different values of
products produced at the same time by two producers in different
professions, producers whose products are not comparable with each
other. Analysts who reduce qualified labor to ability simply circum-
vent the problem. Thus L. Boudin holds that the higher value of the
product of qualified labor can be cxplained by the fact that the
qualified faborer produces a larger quantity of products.? F. Oppen-
beinier says that Marx, who concentrated on “acquired” qualification,
which results from “longer cducation and training,” neglected
“innate” qualification. But in our judgment, Oppenheimer included in
this “innate” qualification the individual ability of particular pro-
ducers, which is related to socially necessary, and not to qualified
labor, where Oppenheimer placed it.?

Other analysts have tried to reduce qualified labor to more
intensive labor. The intensity or tension of labor is determined by
the quantity of labor which is expended in a unit of time. Just as we
can observe individual differences in the intensity of labor between
two producers in the same profession, so we can observe the different
average intensity of labor in two different professions (C., 1, p. 409,
524, 561). Goods produced by labor of the same duration but of
different intensity have different value since the quantity of abstract
labor depends not only on the length of the labor-time expended, but
also on the intensity of the labor. (Sce the end of the previous
chapter.)

2 Louis B. Boudin, The Theoretical System of Karl Marx in the Light of
Recent Criticism, Chicago: Charles H. Kerr & Co., 1907,

3 Franz Oppenheimer, Wert und Kapitalprofit, Jena: G. Fischer, 2nd
edition, 1922, p. 63, pp. 65-66. A detailed critique of Oppenheimer’s views is
given in our Sovremennye ekonomisty na Zapade (Contemporary Economists in
the West), 1927,
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Some analysts, as was mentioned above, have tried to resolve
the problem of qualified labor by seeing in qualified labor, labor of
higher intensity or tension. “Complex labor can produce greater value
than simple labor only in conditions in which it is more intense than
simple fabor,” says Licbknecht.® This greater intensity of qualified
labor is expressed, first of all, in a greater expenditure of mental
energy, in greater “attention, intellectual effort, and mental cx-
penditure.”” Let us assume that the shoemuaker spends Y% of a unit of
mental energy per unit of muscular labor, and the jeweller expends
1% units. Tn this example, one howr of labor of the shoemaker re-
presents the expenditure of 1% untts of energy (muscular as well as
mental), and one bour of labor of the jeweller represents 2% units of
energy, i.c., the labor of the jeweller creates two times more value,
Liebknecht himself is aware that such an assumption has a “hypo-
thetical” character® We thmk this assumption is not only unfounded,
but is belied by the facts. We are taking into account tforms of
qualified labor which create commodities of higher value due to the
length of training. But in terms of intensity, they do not exceed the
intensity  of fess qualified forms of labor. We must explain why
qualified labor, independent of the level of ils intensity, creates a
product of higher value.®

We fuce the following problem: why does the expenditure of
equal labor-time in two professions with different average levels of
qualification (length of training) create commoditics of different
value? In Marxist literature it 1s possible to note two different
approaches to the solution of this question. Qne approach can be
found in the work of A, Bogdanov. He notes that a qualitied labor
force ““can function normally only on condition that more significant
and varied needs of the worker imself are satistied, i.c., on condition

4 Withelm Liebkneckt, Zur Geschichite der Werttheorie in England, Jena:
G. Fischer, 1902, p. 102. The author of this book is the son of Wilhelm
Licbknecht and the brother of Karl Liebknecht. A detailed critigue of Lieb-
knecht’s views was given in our introduction to the Russian {ranslation of
Licbknecht's History of the Theory of Value in England.

S Ibid., p. 103.

6 In P, Rumyuantsey’'s Russian translation of A Contribution to the
Crtigue of Political Economy, complex labor is called “‘labor of higher fen-
sion” (1922, p. 38). This term should not confuse the reader. since it is not
Marx's term. In the original edition, Marx called it “‘labor of higher potential”
{p. 6).
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thaut he consume o larger quantity of different products. Thus
complex labor-power has greater labor value, and costs the society a
greater amount of its labor. This is why this labor power gives society
a more complex, i.c., ‘multiplicd,” living labor.””7 If the qualified
laborer absorbs consumer goods and, consequently, social cnergy
which is {ive times greater than the simple laborer, then one hour of
lubor of the qualitied laborer will produce a value which is five times
greater than one Bour of simple labor.

We consider Bogdanov’s argument unacceptable, first of all in
terms of its methodology. In essence, Bogdanov daduces the higher
value of the product of qualified labor from the higher value of the
qualified labor-power. He explains the value of commodities in terms
of the value of the lubor power. However, Marx’s analytical path was
just the opposite. In the theory of value, when he explains the value
of commodities produced by qualificd labor, Marx analyzes the rela-
tions among people as commodity producers, or the simple com-
modity cconomy; at this stage ol the examination, the value of labor-
power in general, and of qualified labor in particular, do not yet exist
for Marx (C., I, p. 44, foomo(e}.s In Marx’s work, the value of
commioditics is determined by abstract labor which in itsell represents
a social quantity and does not have value. However, in Bogdanov’s
work, labor, or labor-time, which determanes value, in turn also has
value. The value of commodities is determined by the labor-time
matcrialized i them, and the value of this Libor-time 15 determined
by the valuc ol the consumer goods necessary {or the subsistence of
the laborer.? Thus we get a vicious circle which A. Bogdanov tries to
get out of, by means of an argument which, in our opmion, is not
convincing.

Independently of these methodological defects, we must note
that Bogdanov indicates only the minumal absolute limit befow which
the value of the products of qualified labor canpot go. The value
must, under all circumstances, be sufficient to preserve the qualified
labor force on its previous level, so that it will not be forced to

7 A. Bogdanov, and L. Stepunov. Krus politicheskoi ckonomii {Course in
Political Leconomy), Vol II, No. 4, p. 19. Bogdanov’s italics.

8 In onc passage Marx deviates from his usual method and tends to treat
the value of the product of qualificd labor as dependent on the value of the
qualificd labor power. Sce Theorien iiber den Mehrwert, 111, pp. 197-198.

? See F. Engcls, Anti-Diihiring, New York: International Publishers, 1966,
p. 210.

10 Op. cit., p, 20,
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de-qualify (sink to a lower level of qualification). But as we have
pointed out, except for the minimal absolute limit, the relative
advantage of different forms of labor plays a decisive role in the
commodity economy.!l Let us assume that the value of the product
of a given type of qualified labor is completely adequate to maintain
the qualified labor-power of the producer, but is not sufficient to
make labor m the given profession relatively more advantageous than
labor in other professions which require a shorter training period. In
these conditions, a transfer of labor out of the given profession will
start; this will continue until the value of the product of the given
profession is raised to a level which establishes a relative equality in
conditions of production and a state of equilibrium among the dif-
ferent forms of labor. In the analysis of the problems of qualified
labor, we mwst take as our slarting point, not the cquilibrium
between the consumption and the productivity of the given form of
labor, but the equilibrium among different forms of labor. Thus we
approach the basic starting-point of Marx’s theory of value, we
approach the distribution of social labor among different branches of
the social cconomy.

In ecarlier chapters we developed the idea that the exchange of
products of different forms of labor in terms of their values cor-
responds to the state of equilibdum between two given branches of
production. This general position is completely applicable to cases
where products of two forms of labor are exchanged, forms of labor
which have different levels of qualification. The value of the product
of qualified labor must exceed the value of the product of simple
labor (or of less qualified labor in general) by the amount of value
which compensates for the different conditions of production and
establishes equilibrium among these forms of labor. The product of
one hour of labor of the jeweller is equalized on the market with the
product of two hours of labor of the shoemaker because equilibrium
in the distribution of labor between these two branches of produc-
tion 1s established precisely in the given exchange proportion, and the
transfer of labor from onc branch to the other ccases. The problem
of qualified labor is reduced to the analysis of the conditions of
equilibrium among different forms of labor which differ in terms of
qualification. This problem is not yet solved, but it is accurately
posed. We have not yet answered our question, but we have already
outlined the method, the path which will lead us to our goal.

11 See our similar objections to A, Bogdanov in the chapter on “Equality
of Commodities and Equality of Labor.”
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A large number of Marxist analysts have taken this path.12
They concentrated their main attention on the fact that the product
of qualified labor is not only the result of the labor which is directly
expended on its production, but also of that labor which is necessary
for the fraining of the laborer in the given profession. The latter
labor also enters into the value of the product and makes it cor-
respondingly more expensive. “In what it has to give for the product
of skilled labor, society consequently pays an equivalent for the value
which the skilled labors would have created had they been directly
consumed by society,”13 and not spent on training a qualified labor
force. These labor processes are composed of the master craftsman’s
and the teacher’s labor, which is expended for training a laborer of a
given profession, and of the labor of the student himself duning the
training period. Examining the question whether or not the labor of
the teacher enters into the valuc of the product of qualified labor, O.
Bauer is perfectly right in taking as the starting-point of his reasoning
conditions of equilibrium among different branches of production. He
reaches the following conclusions: “Together with the value created
by labor, expended in the direct process of production, and with the
value transferred from the teacher to the qualified labor force, valuc
which is created by the teacher in the process of training is also one
of the determining factors in the value of the products which are
produced by qualified labor at the stage of simple commodity pro-
duction.”” 14

Thus, the labor expended in training the producers of a given
profession enters into the value of the product of qualified labor. But
in professions which differ in terms of higher quulifications and
greater complexity of labor, the training of laborers is usually carried
out by means of selection, from a larger number of the most capable
students. From among three individuals studying engineering, perhaps
only one graduates and achieves the goal. Thus, the expenditure of
the labor of three students, and the corresponding increased ex-
penditure of labor by the instructor, are required for the preparation
of one engincer. Thus the transfer of students to a given profession,

12 R. Hilferding, B6Am-Bawerk’s Criticism of Marx (New York: Augustus
M. Kelley, 1949). H. Deutsch, Qualifizierte Arbeit und Kapitalismus, Wien:
C.W. Stern, 1904. Otto Bauer, Op. Cit. V.N. Poznyakov, Kvalifitsirovannyi trud
i teortya tsennosti Marksa (Qualified Labor and Marx’s Theory of Value), 2nd
edition.

13 Hilferding, Op. Cit., p. 145.
14 Baver, Op. Cit., pp. 131-132.
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among whom only one third bas a chance of reaching the goal, takes
place to a sufficient extent only if the increased value of the pro-
ducts of the given profession can compensate the upavoidable (and to
some cxtent wasted) expenditures of labor. Other conditions re-
maining equal, the average value of the product of one hour of labor
in professions where training requires expenditures of labor by
numerous competitors will be greater than the average value of one
hour of labor in professions in winch these difficulties do not
exist. 13 This circumstance ruses the value of the product of highly
qualificd labor, 10

13 This view, which is already found in Adam Smith,was particularly
emphasized by L. Lyubimov (Kurs politicheskot ekonomii—Course of Political
Economy—1923, pp. 72-78). Unfortunately, L. Lyubimov mixed together the
question of what determines the average value of products of a highly qualified
profession, for ¢xample, engineers, artists, etc., with the question of what
determines the individual price of a given unreproducible object (a2 painting by
Raphael). When he treats reproducible mass-produced goods (for example the
labor of an engineer can be treated as lubor which produces—with small excep-
tions—homogencous and reproducible products), we can obtain the value of a
unit of product by dividing the value of the entire production of a given
profession by the number of homogencous products produced by that profes-
sion. But this is not possible with respect te individual, unreproducible objects.
The fact that the wasted expenditure of labor of thousands of painters who
failed is compensated in the price of a painting by Raphael, or that the wasted
expenditure of labor of hundreds of unsuccessful painters 1s compensated in the
price of a painting by Salvador Rosa, cannot in any way be derived from the
fact that the average value of the product of one hour of labor of a painter is
cqual to the value of the product of five hours of simple tabor (to cach hour of
the painter’s labor is added onc hour of fabor spent by the painter for his
training and three houss of labor expended on the trainmg of three painters
who failed). L. Lyubimov is compietely right when he subsumes the value of
the product of a highly qualified laborer under the law of value. But he cannot
deny the fact of monopoly in relation to the individual price of unreproducible
objects. P. Maslov commits the opposite error. He ascribes a monopolistic char-
acter to the average value of products of highly qualified labor as well (See his
Kapitalizm—Capitalism—1914, pp. 191-192)

Marx’s goal was not to subsume the price of wnreproducible objects under
the law of value. He did not do this because of the simple reason that the law
of value has to explain precisely the laws of human productive activities. In his
theory of value, Marx does not treat the value of products which “cannot be
reproduced by labor, such as antiques and works of art by certain mastors,
cte.” (C., I, p. 633).

16 In capitalist socicty, the interest on training expenditures is sometimes
added; in some cases this is treated as invested capital. See Maslov, Op, Cit., p.
191, and Bauer. Op. Cit., p. 142, However, what takes place here is not the
production of new value, but only a redistribution of value produced earlier.
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As we can see, the reduction of qualified to simple labor is one
of the results of the objective social process of equalization of dif-
ferent forms of labor which, in capitalist society, is carried out
through the equalization of commodities on the market. We do not
have to repeat the mistake of Adam Smith, who “fails to see the
objective equalization of different kinds of labor which the social
process forcibly carrics out, mistaking it for the subjective cquality of
the labors of individuals” (Critique, p. 68). The product of one hour
of the jeweller’s labor is not exchanged for the product of two hours
of the shocmaker’s labor because the jeweller subjectively considers
his labor to be two times more valuable than that of the shoemaker.
On the contrary, the subjective, conscious evaluations of the pro-
ducers are determined by the objective process of equalization of
different commodities, and through the commodities, by the equaliza-
tion of different forms of labor on the market. Finally, the jeweller is
motivated by calculating in advance that the product of his labor will
have two times more value than the product of the shoemaker’s
abor. In his consciousness he anticipates what will bappen on the
market oply because his consciousness fixes and generalizes previous
experience. What happens here is analogous to what Marx described
when lic explaiped the higher rate of profit which is acquired in
those branches of the capitalist economy which are connected with
special risk, difficulty, and so on. “After average prices, and theit
corresponding market-prices, become stable for a time it reaches the
consciousness of the individual capitalists that this equalization
balances definite  differences, so that they include these in their
muiual calculations”™ (C., I, p. 209, Marx’s italics). In just the same
way, in the act of exchange the jeweller takes his high skill into
account ip advance. This high skill “is taken into account once and
for all as valid ground for compensation™ (C., I, p. 210). But this
computation is only a result of the social process of exchange, a
result of colliding actions of a farge number of commodity producers.
If we take the labor of an unqualified laborer (digging) as simple
labor, and if we take one hour of this labor as 2 unit, then one hour
of the jeweller’s labor is equal, let us say, to 4 units, not because the
jeweller evaluates his labor and assigns it the value of 4 units, but
because his labor is equalized on the market with 4 units of simple
labor. The reduction of complex to simple labor is a real process
which takes place through the process of exchange and in the last
analysis is reduced to the equalization of different forms of labor in
the process of distribution of social fubor, not to the different evalua-
tions of different forms of labor or to the definition of different
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values of lubor.t7 Since the equalization of different forms of labor
takes place, in the commodity economy, through the equalization of
the products of labor as values, the reduction of qualified to simple
labor cannot take place any other way than through the cqualization
of the products of labor. “A commodity may be the product of the
most skilled labor, but its value, by equating it to the product of
simple unskilled labor, represents a definite quantity of the latter
labor atone” (C., I, p. 44). “The value of the most varied com-
modities is everywhere expressed in money, Lc., in a determined
quantity of gold or silver. And precisely because of this, the different
forms of labor represented by these values are reduced, in different
proportions, to determined quantities of one and the same form. of
simple labor, namely that labor which produces gold and silver.” 18
The assumption that the reduction of qualified to simple labor must
take place in advance and precede exchange in order to make possible
the act of equalization of the products of labor misses the very basis
of Marx’s theory of value,

As we can see, in order to explain the high value of the pro-
ducts of qualified labor we do not have to repudiate the labor theory
of value; we must only understand clearly the basic idea of this
iheory as a theory which analyzes the law of equilibrium and distri-
bution of social labor in the commodity-capitalist economy. From
this point of view we can evaluate the arguments of those critics of
Marx!? who make the problem of qualified labor the main target of
their attacks and see this as the most vulnerable part of Marx’s
theory. The objections of these critics can be reduced to two basic
propositions: 1) no matter how Marxists might explain the causes of
the high value of products of qualified labor, it remains a facr of
exchange that the products of unequal quantities of labor are ex-
changed as equivalents, which contradicts the labor theory of value:
2) Marxists cannot show the criterion or standard by which we could
equalize in advance a unit of qualified labor, for example vne hour of
a jeweller’s labor, with a determined number of units of simple labor.

The first objection is based on the erroneous impression that
the lubor theory of value makes the equality of commodities depen-

17 As is stated by Oppenheimer and others. Sec Oppenheimer, Wert und
Kapitalprofit, 2nd edition, 1922, pp. 69-70.

18 {Rubin cites the Russian edition of the first volume of Capital. trans-
fated by V. Bazarov and 1. Stepanov, 1923, p. 170.}

13 See Bohm-Bawerk.Op. Cit.
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dent exclusively on the physiological equality of the labor expendi-
tures necessary for their production. With this interpretation of the
labor theory of value, one cannot deny the fact that one hour of the
jeweller’s labor and lour hours of the shoemaker’s labor represent,
from a physiological point of view, unequal quantities of labor. Every
attempt to represent one hour of qualified labor as physiologicaily
condensed labor and equal, in terms of energy. to several hours of
simple labor, seems hopeless and methodologically incorrect. Quali-
fied labor is, in fact, condensed, multiplied, potential labor; it is not
physiologically, but socually condensed. The labor theory of value
does not affirm the physiological equality but the social equalization
of labor which, in turn, of course takes place on the basis of prop-
ertics which characterize labor from the material-technical and
physiological aspects (see the end of the previous chapter). On the
market, products arc not exchanged mn terms of equal, but of equal-
ized quantities of labor. It is our task to analyze the Jaws of the
social equalization of various forms of fabor in the process of social
distribution of Iubur. If these laws explain the causes of the equaliza-
tion of one hour of the jeweller’s labor with four hours of the unquali-
fied worker's labor, then our problem is solved, irrespective of the
physiological equality or inequality of these socially equalized quan-
tities of labor.

The second objection of Marx’s critics assigns to economie
theory a task which is in no way proper to it: to find a standard of
value which would make it operationally possible to compare differ-
ent kinds of labor with each other. However, the theory of value is
not concerned with the analysis or search for an operarional standard
of equalization: 1t seeks a causal explanation of the objective process
of equalization of different forms of labor which actually takes place
i a commodity capitalist society 29 In the capitalist socicty, this
process takes place spontancously; it s not orgamized. The equaliza-
tion of different forms of labor does not take place directly, but is
established through the equalization of the products of labor on the
market, it 15 a result of the colliding actions of a large number of
commodity producers. In these conditions, “‘society is the only
accountunt competent (o caleulate the lheight of prices, and the
method which society employs to this end is the method of competi-

2 - ,
20 See the Chapter on ““Social Labor™ above.
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tion.” 21 Those critics of Marx who assign to simple labor the role of
a practical standard and a unit for the equalization of labor in es-
sence put an organized economy in the place of capitalist society. In
an organized economy, different forms of labor are equalized with
cach other directly, without market exchange or competition, with-
out the equalization of things as values on the market.

Rejecting this confusion of theoretical and practical points of
view, and consistently holding to a theoretical point of view, we find
that the theory of value explains, i a thoroughly adequate manner,
the cause of the high value of highly qualified labor as well as the
changes of these values. If the period of training is shortened, or in
general if the lubor expenditures nccessary for training in a given
profession are shortened, the value of the products of this profession
falls. This explains a whole series of events in economic life. Thus,
for example, starting with the second half of the 19th century, the
value of the product of labor of store clerks as well as the value of
their labor power fell significantly. This can be explained by the fact
that “‘the necessary training, knowledge of commercial practices, lan-
guages, etc., is more and more rapidly, easily, universally and cheaply
reproduced with the progress of science and public education” (C.,
i, p. 300

In this, as in the previous chapter, we took as our starting-point
a state of cquilibrium among the various branches of social produc-
tion and the different forms of labor. But as we know, the com-
modity capitalist cconomy is a system in which equilibrium is con-
stantly destroyed. Equilibrium appears only in the form of a ten-
dency which is destroyed and delayed by countervailing factors. In
the field of qualified labor, the tendency to establish cquilibrium
among different forms of labor is weaker to the extent that a long
period of qualification, or high costs of training in a given profession,
put large obstacles on the transfer of labor from the given profession
to other, simpler professions. When we apply a theoretical schema to
living reality, the delayed effect of these obstacles must be taken into
consideration. The difficultics of being admitted to higher professions
gives these professions some form of monopoly. On the other hand,
“a few [prolessions] ol inferior kind, that are over-supplied with
underpaid workmen” (C., I, p. 440), are accessible. Frequently, the
difficulty of being admitted to professions with higher skills, and the

21 Rudolf Hilferding, Bohm-Bawerk’s Criticism of Marx (published
together with Eugen von Bohm-Bawerk, Karl Marx and the Ciose of his Sys-
tem), New York: Augustus M. Kelley, 1949, pp. 146-147.
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selection which takes place in this admission, throws many unsuccess-
ful competitors into lower professions, thus increasing the over-supply
in these professions.22 In addijtion, the increasing technical and
organizational complexity of the capitalist process of production inten-
sifies the demand for new forms of qualified labor power, dispropor-
tionally increasing the payment for this labor force and for its pro-
ducts. This is, so to speak, a premium for the time expended to
acquire qualifications (which may be shorter or longer). This pre-
mium arises in a dynanuc process of change in the qualifications of
labor. But just as the deviation of market prices from values does not
disprove but makes possible the realization of the law of value, so the
“premium for qualification,” which significs the absence of equilib-
rdum amoung different forms of labor, in turn leads to the increase of
qualified labor and to the distribution of productive forces in the
direction of equilibrium of the social economy.

22 Maslov, Kapitalizm (Capitalism), p. 192.



Chapter Sixteen

SOCIALLY-NECESSARY LABOR

In carlier chapters we concentrated mainly on the analysis of
the qualitative aspect of labor which creates value; now we can turn
to a more direct analysis of the quantitative aspect.

As is known, when Marx ascertained that changes in the magni-
tude of vulue of commodities depended on changes in the quantity of
labor expended on their production, he did not have in mind the
individual labor which was factually expended by a given producer on
the production of the given commodity, but on the average quantity
of labor necessary for the production of the given product, at a given
level of development of productive forces. “The labor-time socially
necessary is that required to produce an article under the normal
conditions of production, and with the average degree of skill and
intensity prevalent at the time. The introduction of power-looms into
England probably reduced by one-half the labor required to weave a
given quantity of yarn into cloth. The hand-loom weavers, as a
matter of fact, continued to require the same time as before; but for
all that, the product of one hour of their labor represented after the
change only half an hour’s social labor, and consequently fell to
one-half its former value” (C., I, p. 39).

The magnitude of socially necessary labor-time is determined by
the level of development of productive forces, which is understood in
a broad sense as the totality of material and human factors of pro-
duction. Socially-necessary labor-time changes in relation not only to
changes in the *“conditions of production,” ie., of material-technical
and organizational factors, but also in relation to changes in the labor
force, in the “ability and intensity of labor.”

In the first stage of his analysis, Marx assumed that all exem-
plars of a given sort of product were produced in equal, normal,
average conditions. The individual labor expended on every exemplar
quantitatively coincides with the socially-necessary labor, and the
individual value with the social or market value. Here the difference
between individual labor and socially-necessary labor, between
individual value and social (market) value, is not yet tuken into
account. Thus Marx speaks simply of “value,” and not of *“‘market
value,” in these passages (market value is not mentioned in the first
volume of Capital).

In later stages of his analysis, Marx assumed that different
exemplars of a given sort of commodity are produced in different
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technical conditions. Here the opposition between mdividual and
social {market) valuc appears. In other words, the concept of value is
developed further and is defined more accurately as social or market
value. In the same way, socully necessary lubor-time opposes in-
dividual labor-time which differs in enterprises of the sume branch of
production. Thus we express the property of the commodity eco-
nomy that the same price 1s established for all commodities of a
given type and quality which are exchanged on the market. This is
independent of the individual technical conditions in which these
commodities are produced, and independent of the quantity of
individual labor expended on their production in different enterprises.
A society based on a commodity economy docs not directly regulate
the working activity of people but regulates it through the value of
the products of labor, through commoditics. The market does not
take into account the mdividual properties and deviations m the
working activity of individual commodity producers in individual
cconomie units. “*Each individual commodity, in this connection, is to
be considered as an average sample of its class” (C., [, p. 39/ Every
individual commodity is not sold according to its individual value,
but according to the average social value, which Marx calls marker
value in Volume 1] of Capiral,

All enterprises of the same branch of production can be
arranged in a series according to theiwr level of technical development,
starting with the most productive and ending with the most back-
ward. Regardless of differences in the mdividual value of the product
m each of these enterprises or in cach group of enterprises (for the
suke of simplicity, we will follow Marx in distinguishing three types
of enterprises: with high, average and low productivity), their goods
are sold on the market for the same price, which is determined 1n the
fast analysis (through devistion and destruction) by the average or
market value: “commoditics whose individual value is below the
market-value realize an extra surplus-value, or surplus-profit, while
those whose individual value excceds the market-value are unable to
realize a portion of the surplus-value contained in them” (C., I, p.
178), This difference between market-value and individual value,
which creates various advantages of production for enterprises with
different levels of productivity of labor. 1s the prime mover of rech-
nical progress in capitalist society. Every capitalist enterprise tries to
introduce the latest technical improvements, to lower the individual
value of production in comparison with the average market-value, and
to get the possibility to extraclt super-profit. Enterprises with a
backwurd technology (ry to decrease the individual value of their
products, if possible to the level of market-value: otherwise they are
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threatented by the competition of more productive enterprises and
face economic collapsc. The victory of large over small-scale produc-
tion, the increase of technicai progress and the concentralion of
production in larger and technically more perfect enterprses, are the
consequences of the sule of commeodities on the market according to
average market-value, independent of individual value.

If we assume a given level of development of productive forces
in a given branch of production (the branch 1s defined as the totality
of enterprises, with very different levels of productivity), the market-
value is a determined magnitude. But it is erroncous to think that it
is given or established in advance, that it is computed on the basis of
a given ftechnique. As was pointed out, the technique of different
enterprises is different. Market-value s @ magnitude which is es-
tablislied as a result of market conflict among large numbers of
sellers--commodity producers who produce in different technical
conditions and who deliver to the market commodities which possess
different individual values. As was already pointed out in Chapter
Thirteen, the transformation of individual into socially-necessary
labor takes place through the same process of exchange which
transforms private and concrete labor to social and abstract lubor
“the different individual values must be equalized al one social value,
the above-mentioned market-value, and this implies competition
among producers of the same kind of commeodities and, likewisc, the
existence of a common market in which they offer thew articles for
sale” (C., M, p. 180). The market value is a resultant of the
market struggle among various producers in a given branch of preduc-
tion (in this we tauke into account normul conditions on the market,
which presupposes a balance ol supply and demand and thus equi-
librium among the given branches of production and other branches:
on this, secc below). Similurly, socially-necessary labor, which de-
termines market-value, is a resultant of different levels of productivity
of labor m different enterprises. Sociully-necessary labor determines
the value of commodities only to the extent that the market puts
together all producers of the given brunch and places them in the
same conditions of market exchange. Depending on the extension of
the market and the subordination of the separate commodity pro-
ducers to market forces, the market-value which is created is uniform
for all commodities of a given sort and quality. In the same way,
socially-necessary  labur uacquires importance. The market-value is
established through competition among producers in the same branch
of production. But in the developed capitalist socicty there is also
competition of capilals invested in difterent branches of production.
The transfer of capitals from one branch to another, ie., “com-
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petition of capitals in different spheres. . . brings out the price of
production equalizing the rates of profit in the different spheres”
({bid. ). Market-value acquires the Jorm of price of production.

If muarket-value is eswblished only as the result of the soctul
process of competition among enterprises with different levels of
productivity . then we must ask which group of enterprises determines
this market-value, In other words, which magnitude represents the
average soclally-necessary labor whieh determines market value? “On
the one hand. market-value is to be viewed as the average value of
commoditics produced in u smgle sphere, and, on the other, as the
idividual value of the commodities produced under average con-
ditions ol their respective sphere and forming the bulk of the pro-
ducts of that sphere”™ (C, 1, p. 178). I we make the sunplifying
assumption that tor the whole rotality of commodities of a given
branch of production, the market-value comcides with the individual
vafue (even though it diverges from the individual value of individual
exemplars), then the market value ol commodities will equal the sum
of all mdividual values of commoditics ol the given branch, divided
by the number of commodities. But in a later phase of analysis we
must assume that behind the entire branch of production, the sum of
market-values may deviate from the sum ol individual values {which,
for example, tokes place io agriculturey; the coincidence ol these two
sums is preserved only for the totality of aff branches of production
or for the whole social economy. fn tlus case, the market-value will
no longer exactly coincide with the sum of all individual values
divided by the number of commodities of a given type. In this case,
the quantitative determination of market-values 13 subject to the fol-
lowing laws. In Murx’s view, in normal conditions market-value
approaches the mdividual value of the dormmant mass of products of
a given brunch of production. If a farge part of the commodities is
produced in enterprises with average productivity of lubor, and only
an wsignificant part is produced m the worst conditions, then the
market value will be regulated by enterprises with average pro-
ductivity, 1e., market-value approaches the individual value of the
products produced by this type of enterprise. This s the most
frequent case. I “the purt of the mass produced under less {avorable
conditions forms a relatively weighty quantity as compared with the
average mass and with the other extreme,” re., produced under the
best conditions, then “‘the mass produced under less favorable condi-
tons regulates the market, or social, value™ (C. I, p. 185), 1e.,
approuches the mdividual values of those commodities {completely
coinciding with them only in some instances, for example in agri-
culturey. Finally, if' commodities produced in the best conditions




SOCIALLY NECESSARY LABOR 171

dominate the market, then they will exert a decisive influence on
market value. In other words, socially-necessary labor may approach
labor of average productivity (this takes place in the majority of
cases) as well as labor of higher or lower productivity. It is only
necessary that labor of higher (or lower) productivity deliver to the
market the greatest quantity of commoditics, i.e., in order to become
the average (not in the sense of average productivity, but in the sense
of the most widespread productivity) labor of a given branch of
production.}

According to the reasoning of Marx which we have presented,
he presupposes a normal course of production, correspondence
between the supply of commodities and effective demand, i.e., those
cuses when buyers buy the entire amount of commuoditics ol a given
kind according to their normal market values. As we have seen, mur-
ket value is determined by labor of high, average or low productivity,
all these forms of labor may represent soctally-necessary labor, de-
pending on the technical structure of a given branch of production,
and depeunding on the interrclations among enterprises with different
levels of productivity in this branch. But all these different cases
where market values are determined, under conditions of normal
supply and demand, must be strictly distinguwished from cases of

1 K. Dichl inaccurately claims that Marx considers only fabor expended
in caterprises of average productivity as socially necessary labor. But if, m the
given branch of production, the mass of products produced in the worst condi-
tions 1s dominant, the market value will be determined by labor of lower
productivity. “Here, as a result of determined conditions of supply, socially-
necessary labor-time is not the decisive fuctor, but rather a greater magnitude”
(K. Dichl, Uber das Verlilinis von Wert und Prets im skonomischen System
vant Marx, Jena, 1898, pp. 23-24}, Such a view could only be relevant to cases
of divergence between supply and demand which cause the deviation of prices
from market-values: In such cases soclally-necessary labor 1s nol dectsive, but
rather a magnitude which exceeds it or which is lower. But Diehl grasps the
fact that Marx's reasoning does not refer to such cases of deviation of prices
from market-values {on this, see below), but refers precisely to the *“correspon-
dence of the general mass of the products with social needs™ (Jbid., p. 24), ie.,
equilibrrum between the given branch of production and other branches. But it
this equilibrium appears when the market-value 15 determined by labor of lower
productivity, precisely this Rbor is considered socially-necessary.

If Dieh! considers only labor of average productivily as socially-necessary,
other authors are disposed to recognize only labor of higher productivity,
expended i the best technical conditions, as socially-necessary. “The actual
exchange value of all values depends on the fabor-time necessary with the most
developed technical methods of production, on ‘socilly-necessary’ labor-time”
{W. Licbknecht, Zur Geschichie der Werttheorie in England., Jena, 1902, p. 94).
Ag we saw from the text, this wdea also disagrees with Marx’s theory,
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divergence between supply and demand, when market price is higher
than market-value {excessive demand) or when murket price s lower
than market-value (excessive supply). “We ignore here the over-
stocked market, in which the part produced under most fovorable
conditions always regulates the market-price. We are not dealing here
with the murket-price, in so far as it differs from the market-value,
but with the various determinations of the market-value itself” (C,
11, po 183) How can we explain changes of market-value which
depend on the numerical dominatnce of one or another group of
enterprises (ol high, average or low productivity)?

The answer to this question can be found in the mechanism of
distribution of labor and ecquilibrium among different branches of
social production. Market-value corresponds to  the theoretically
defined state of equilibrium wnong the dificrent branches of produc-
tion. If commoditics ure sold according to market values, then the
state of cquilibrium iy maintained, ic., the production of a given
branch does not expand or contract at the expense of other branches.
Equilibnum among ditferent branches of producuon, the correspon-
dence of social production with social needs, and the comerdence of
market prices with market-values -all these lactors are closely inter-
refated and concomitant. “For the mwket-price of identical com-
modities, each, however, produced under ditferent indvidual coreum-
stances, (o correspond to the market-vidue and not to deviate {from it
cither by nsing above or falling below it 1t s necessary that the
pressure exerted by different sellers upon one another be sufficient to
. bring enough commodities to market to fill (he socrl requirements,
Le., o quantity lor which society is capable of paymg the market-
value™ (C, 1, pp. 180-181). The coincidence of prices with murket-
values corresponds 1o the state of equilibrivm wmong the different
branches ol production. Differences m the determmation of nuarket-
value by labor of high. average or Jow productivity become clear if
we coneentrate our attention on the role of market-values i the
mechanisim of distribution and equilibrivm ol labor. ' enterprises
with high productivity are dommant. mare accurately, if masses of
products produced m the best conditions are dominunt, the market-
value cannot be regulated by e value of production w average or
poor conditons, since this would bring about an inercase of surplus
profits 1 enterprises of higher productivily and would lead to sig-
nilicant expunsion of production in these enterprises. This expuansion
of production (in the case of the dominant vole of Uus group of
enterprises) would fead on the market to excess demand and to the
aravitation of prices to the level of value 1o enterprises of lugh
productivity Similar reasoning can be applicd 1o cases of numerical
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predominance of another group of enterprises, namely those with
average or low productivity. Different cases of regulation of market-
values {or, which is the same thing, the delermination of sociuwlly-
necessary  labor) can be expluined by the dilferent conditions of
equilibriunt of the given branch of production with other braiches.
This cquilibrium depends on the dominance of enterprises with differ-
ent levels of productivity, f.e., in the fust analysis, it depends on the
level of development of productive forces.

Thus socially-necessary labor, which determines the market-
value of commuodities in a given branch of production, can be labor
of high, uverage or low productivity . Which labor is socially-necessary
depends on the level of development of productive forees in the given
branch of production, and first of all on the quantitative dominance
of enterpnses with different levels of productivity {as was already
mentioned above, we wre not considering the number of enterprises,
but the mass of commoditics produced m them).? But this iy not all,

We suppose that two branches i’ production have completely
cqual quantitative distributions ol enterprises with different levels of
productivity. Let us say that enterpriscs ol average productivily
compose 0%, and cnterprises with higher and fower productivity
30% each, However, there is the following essenual difference among
the two branches of producton. In die first brunch. nroduction m
citerprises with better equipment s open o quick and significam
expansion (for example, becuuse of particular whvantages o the con-
centration of production: because of the abiliy 1w recewve from
abroad. or quickly to produce domesticatly . the necessary machines:
because of the abundance of raw materiab. the availability of a laboy
torce fit for {actory production, and so on). In the other branch.
lurge-scale production can be expanded more slowly and 1o a smaller
extent. [t can be said in advanee that in e fist braneh the market-
value will tend to be established (obviousiy i other conditions are
the samed at a lower fevel than m the second branchi, bein the ths
branch the markee-value will be closer to luboy expenditures in entey-
prises with higher productivity, However, m the sccond branch the
market-value may vise. U the market-value in the first braseh rose as
high as w the second braneh, the result would be a auick wnd signiti

hl

T OUWhich group ol enterprises (with ditferent levels ol producuvity LR,
will, in the last analysis, determined the average value, depends on the numeri-
cai inierrelations or the proportionai quantitative interrelations among the chis
of cnterprses i given branch™ ¢ heorien iiber den Mehnverr, Vol 1L Liooi: L
P Se)
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cant expansion of production in enterprises of higher productivity, an
oversupply on the market, the breakdown of equilibrium between
supply and demand, the fall of prices. For the first branch of produc-
tion, the maintenance of equilibrivm with other brunches of produc-
tion presupposes that market-value approaches expenditures in enter-
prises with higher productivity. In the sccond branch of production,
the cquilibrium of the social economy is possible with a higher level
of muarket value, ie., when prices approach labor expendifures in
enterprises with average and fow productivity,

Finally, cases are also possible where the equilibrium of the
social economy takes place in conditions when market-value is not
determined by individual labor expenditures i a given group of
enterprises (for example of high productivity), but by the average
amount of labor expenditures in the given group plus those in the
group nearcst {o the given group. This can take place frequently if, i
the given branch of production, enterprises are not divided into three
groups according to their productivity, as we have assumed, but into
two groups, of high and low productivity. It is obvious that the
“average value” is not here considered as an arithmetic average: it can
be closer to the expenditures of the group with higher or lower
productivity, depending on the conditions of equilibrium between the
given branch and other branches of production. Thus L. Boudin
simplifics the problem excessively when he says that in the case of
introducing technical improvements and new methods of production,
“the value of the commodities produced. . . will not be meusured by
the average expenditure of labor, but either by that of the old or
that of the new method.”3

Thus the different cases of determination of market-value
{namely the determination of socially-necessary lubor) are explained
by the different conditions of equilibrium between the given branch
and other branches of the sociul economy, depending on the fevel of
development of productive {orces. The growth ol the productive
power of labor in u given branch of production, which clunges the
conditions of equilibrivm ot this branch with other branches, changes
the magnitude of socially-necessary  labor and the markervalue.
Labor-time “changes with every varintton in the productiveness of
fabor” (C., 1, p. 40) “in general, the greater the productiveness of
labor, the less is the labor-time required tor the production ol uan
article, the less is the amount of ubor crystallized i that article, and

3 Louis B. Boudin, The Theoretical System of Karl Marx, Chicago:
Charles H. Kerr & Co,, 1907, p. 70.
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the less is its value; and vice versa, the less the productiveness of
labor, the greater is the labor-time required for the production of an
article, and the greater is its value” (fbid.). In Marx’s theory, the
concept of socially-necessary lubor is closely related to the concept of
the productive power of labor. In a commodity economy, the devel-
opment of productive forces finds its economic expression in changes
of sociully-necessury lubor and changes of market value of individual
commodities, which are determined by socially-necessary labor. The
movement of value on the market is a reflection of the process of
development of the productivity of labor. A striking formulation of
this idea was given by Sombart 1 lus well-known article dedicated to
Volume U of Capural, *Value is a specific historical form in which is
expressed the productive power of soua! labor, which governs, in the
last analysis, all economic phenomena.” 4 However, Sombarl wus mis-
taken n seeing in the theory of socially-necessary lubor the entire
content of Mdn. s theory of value. The theory of socially-necessary
labor encompasses only the quantitative, not the qualitative aspect of
value. “The fact that the quantity of lubor contained in commoditics
is a quantity sociglly-necessary for the production of commodities,
and thus lubor-time is necessary lubor-time--this definition refers only
to the magnitude of value” (Theorien tiber den Mehrwert, 1, pp.
160-161}. Somburt restricted himsclf to the aspect of Marx’s theory
which examined the dependence of changes in the magnitude of value
on the movement of the material process of production, and he did
not notice the most original part of Marx’s theory, numely the theory
of the “form of value."3

Above it was pointed out that the different cases of determinu-
tion of market-value which we examined must be strictly
distinguished {rom cases of deviation of prices from market-values
which result from excessive supply or excessive demand. I market-
value is determuned by average values 1 normal conditions, then,
when there is excessive demand, the market price will deviate from
market-vulue in an upward direction, approaching the expenditures of
enterprises with low productivity. The opposite will tuke place in the
case of excess supply. If' the quantity of products on the market “be

4 Werner Sombart, ““Zur Knitik des Ockonomischen Systems von Marx,”
Braun's Archiv fiir soziale Gescrzgebung u. Statistik, 1894, Vol. VII, p, 577.

3 This basic shortcoming of Sombart’s mterpretation was noted by S,
Bulgakov in Ims article, “Chto takoc trudovaya tsennost” (What is Labor
Value), Shorniki pravovedeniya i obshchestvennykh znanii (Essays on Juris-
prudence and Social Science), 1896, Vol. VI, p. 238.
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smalier or greater, however, than the demand for them, there will be
deviations of the market-price {rom the market-value” (C., I, p.
185). Marx strictly distinguished those cases when market value is
determined, fur example, by the expenditures in enterprises with high
productivity due to fthe fact that the greatest quantity of com-
modities is produced in these caterprises, {rom cases when market-
value is normally determined by average value, but because of over-
supply, the market price is higher than the market-value and s
determined by expenditures in enterprises with lugh productivity (See
C, 1, pp. 182 und 185-186). In the first case the sale of goods
according to lubor expenditures in enterprises with high productivity
significs a normal state of affaus on the market and there is equi-
librium between the given branch of production and other branches.
In the second case the sale ol commodities according to the same
expenditures s caused by an abnormal oversupply on the market, and
unavoidably cuuses a contraction of production in the given branch,
ie., it signifies an absence of equilibrivm  among the individual
branches, In the f{irst case, commodities are sold according to their
market-values. In the second case, the price of commodities deviates
from market vulues determined by socially-necessary lubor.

In this context we can sec clearly the nustake which Is made by
those interpreters of Marx who say that even in cases of oversupply
{(or shortage of commodities) on the market, commodities are sold
according to the socially-necessary lubor expended on their pro-
duction. By socially-necessary labor they not only understand labor
which is necessary for the production of one exemplar of a given
commodity under a given level of development of productive {orces,
bui the entire sum of labor which suciety as a whole can spend on
the production of a given kind of commodity. I{, with a given level
of development of productive forces, the soctety can spend 1 million
working days on the production ol shoes (yielding one million pairs
of shoes), and if the soclety spent 1,250,000 days, then the
1,250,000 pairs of shoes produced represent onfy one million days of
socially necessary labor, and one pair of shoes represents 0.8 days of
labor. One pair of shoes is not sold for 10 roubles (if we assume that
the labor of one day creates a value of 10 roubles) but for 8 roubles.
Can we suv that because of excessive production the quantity ol
socially-necessary labor contatned m one pair of shoes chuanged, even
though the technique for producing shoes did not change in any
way?  Or perhups we should suy: even though the quantity of
socially-necessary labor required lor the production of one pair of
shoes did not change, because of the excessive supply the shoes are
sold according to a market price which is below the market-value
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determined by the socially-necessary lubor. The interpreters of Marx
mentioned above answer the question in the first sense, thus es-
tublishing an “cconomic™ concept of necessary labor, L.e., recognizing
that socially-necessary labor changes not only mn relation to changes
in the productive power of labor, but also m relation to chunges in
the balance between sociad supply and demand. Defining the de-
pendence of socially-necessary labor on the productive power of
labor, we have answered i the sccond sense. It 1s one thing when,
because of the improvement of technique, the time necessary for the
production of a pair of shoes decreases from 10 1o 8 hours. Ths
meuans a decrease of socually-necessary labor, a fall of value, a general
fall of the price of shoes, as o permanent. normal phenomenon. It is
quite another thing when, due to the oversupply of shoes, one pair of
shoes 1s sold {or 8 roubles. even though 10 hours are needed for the
production of shoces, as before. This is an abnormal state of affairs on
the market which leads to the contraction of shoe production: it is a
temporary full of prices. and they will tend to return to the earlier
level. In the first case we have a change in the conditions of produc-
tion, re.. changes in the necessary labor-time.® In the sccond case,
“even though every part of the product cost only the socially-
necessary  labor-time  (here we  assume  that other conditions of
production remain the same), in this branch an excessive quantity of
social labor was spent, a quantity which is larger than that necessary
on the general mass.”7

Those who propose c¢xiending the concept of socually-necessary
fabor commit the following fundamental methodological errors:

i) They confuse a nonmal state of affairs on the market with
an abnormal state, the kowvs of equilibrian among different branches
of production with cases of breakdown of cquilibrium wlhich can
only be temporary.

2) By doing this they destroy the concept of socially-necessary
labor which presupposes equilibriumn between the given branch of
production and other branches.

3) They ignore the mechanism of deviation of market prices
from values, inaccurately trealing the sale of goods al any price in
any abnormal conditions on the market, as sale which corresponds to
value. Price is confused with value.

6 Marx, Theories of Surplis Value {Russian transkition by V. Zheleznov,
Vol. I, p. 151; Russian transtation by Plekhanov, Vol. 1, pp. 184-185].

7 1id.
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4) They break the close reiation between the concept of
socially-necessary labor and the concept of the productive power of
labor, thus allowing the first to change without corresponding
changes of the second.

We move on to a detailed analysis of the “economic™ version of
socially-necessary labor in the next chapter.



Chapter Seventeen
VALUE AND SOCIAL NEED

. Value and Demand

Proponents of the so-called “economic™ concept of socially-
necessary labor say: a commodity can be sold according to its value
only on condition that the general quantity of produced commodities
of a given kind corresponds to the volume of social need for those
goods or, which is the same thing, that the quantity of fubor actually
expended in the given brunch of mndustry comcides with the quantity
of labor which society can spend on the production of the given type
of commodities, supposing 4 given level of development uf productive
forces. However, it is obvious that this later quantity of labor
depends on the volume of social need for the given products, or on
the amount of demand for them. This means that the value of com-
moditics does not only depend on the productivity of labor (which
expresses that quantity of lubor necessury for the production of
commodities under given, average technical conditions), but also on
the volume of socal needs or demand. Opponents of this conception
object that changes mn demand which are not accompanied by
changes i productivity of labor and in production technique bring
about only temporury deviations of market prices from market-values,
but not long-run, permanent changes in average prices, 1.e., they do
not bring about changes in value rtsell. In order to grasp this problem
it is necessary to examine the effect of the mechanism of demand
and supply (or compcllllon).l

“In the case of supply and demand. . . the supply is equal to
the sum of sellers, or producers, of « certain kind of commodity . and
the demand equals the sum of buyers or consumers {(both productive
and individual) of the same kind ol commodity™ (C., 1, p. 193). Let
us first ol all dwell on demand. We must define it more accurately”

1 The reader may find the history of the so-called “‘technical™ or
“cconomic” verston of socially-necessary  labor an the followmg books: 1.
Grigorovichi, Dre Wertlehre bei Marx und Lasalle, Wien, 1910; Karl Dichl,
Soziahwissenschaftliche  erliuterungen zu David Ricardos Grundgesetzen der
Volkswirtschaft und Bestewerung, Vol 1, Leipzigs F. Meiner, 19215 also see the
discussion in the journal Pod caamenen marksizma (Under the Banner of Marx-
ism) for 1922-23, particularly articles by M. Dvolaitski, A, Mendelson, V.
Motylev.
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demand is equal to the sum ol buyers multiplicd by the average
quantity of commodities which each of them buys, ie., demand
cquals the sum of commodities which can find buyers on the market,
At first glance it scems that the volume of demand is an accurately
determined quantity which depends on the voiunie ol social need for
a given product. But this is nol the case. “The definite social wants
are very clastic and changmg. Their fixedness 1s only upparent. If’ the
means of subsistence were clieaper, or money-wuages fugher, the labor-
ers would buy more of them. and a greater “social need’ would arise
tor them™ (C., U1, p. 188; Rubin's italics). As we can see, the volume
of demand is determined, not only by the given need of the present
day, but also by the size of income or by the buvews' ability (o pay,
and by the prices ol commoditics. A peasant popujation’s demand for
cotton can be expanded: 1) by the peasant popuiation’s greater need
for cotton instead of homespun linen (we leave aside the question of
the economic or social causes of this change of needs); 21 by an
increase of income or purchasing power among the peasants: 3) by a
fall in the price of cotton. Assuming a given stiucture of needs and
given purchasing power (i.e., given the distribution of tncome in the
society), the demand for a particulay commodity changes in relation
te changes i its price. Demuand “moves in a direction oppusite to
prices, swelling when prices fall, and vice versa” (C.. 1, p. 191).
“The expansion or contraction of the market depends ou the price of
the individual commodity and s inversely proportionad to the rise or
fall of tlus price™ {ibid., p. 108). The influence of the indicated
cheapening of commodities on the expanding consumption of these
commuditics will be more mtense il this cheapening is not transttory
but long-fasting, ie., if' the cheapenmng is the result of a rise m the
productivity of labor m the given branch and of a {all m the value of
the product (C,, I, p. 657).

Thus the volume of demand for a given commodity changes
when the price of the cominodity chuanges. Demand is a quantity
wihich is determined only for a given price of commoditics. The
dependence of the volume of demand on changes in price has an
unequal character tor different commodities. Demand for subsistence
goods, for example bread, salt, ete., 18 characterized by low clasticity,
ie., the {luctuations of the volume of consumption of these com-
modities, and thus of the demand for these conmodities, are not as
significant as the corresponding price fluctuations. It the price of
bread falls to half {ts former amount, the consumption of bread does
not increase two times, but less. This does not meun that the cheap-
ening of bread does not mcrease the demand for bread. The direct
consumption of bread increases to some extent. Furthermore, “a part
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of the grain may be consumed in the form of brandy or beer; and
the increasing consumption of both of these items is by no means
confined within narrow limits” (C., fII, p. 657). Finally, “price reduc-
tion in wheat production may result in making wheat, instead of rye
or oats, the principal article of consumption for the masses” (Ibid.},
which increases the demand for wheat. Thus even subsistence goods
are subsumed by the general law according to which the volume of
consumption, and thus the volume of demand for a given com-
modily, changes inversely 1o the change in its price. This dependence
of demand on price is perfectly obvious if we remember the re-
stricted character of the purchasing power of the masses of popula-
tion, and in first place of wage laborers in the capitalist society. Only
cheap commoditics are uvailable to the working masses. Only to the
extent that certuin commodities become cheaper do they enter the
consumption patterns of the maority of the population and become
objects of mass demand.

In the capitalist society. social need in general, and also social
nced cquipped with buying power, or the corresponding demand, do
not represent, as we have seen, a fixed, preciscly-determined magni-
tude. The magnitude of a purticular demand is determined by a gi.en
price. Il we say that the demand for cloth in a given country during
a year is for 240,000 arshins, then we must certainly add: “at a given
price,” for example 2 roubles 75 kopeks per arshin. Thus demand
may be represented on a schedule which shows different quantities of
demand in relution to different prices. Let us examine the following
demand schedule for cloth:?

TABLE 1

PRICES, m roubles DEMAND

{per arshin) (in arshins)
7r. — k. 30,000
6r. -k 50,000
Sr.o—k 75,000
3r. 50 k. 100,000
3r 25Kk 120,000
3r. — k. 150,000
2r.75 k. 240,000
2. 50 k. 300,000
2r - k. 360,000
bro— k. 450,000

2 The absolute figures and the rate of mcrease of demand are completely
arbitrary.
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This scliedule can be expanded in an upward or a downward
direction: upward to the point when commodities will find a small
number of buyers from the wealthy classes of society; downward to
the point when the need for cloth of the majority of the population
15 satisfied so fully that a further cheapening of cloth will not cause a
further expansion of demand. Between these two extremes, an
infintte number of combinations of the volume of demand and the
level of prices s possible. Which ot these puossible combinations takes
place in reality? On the basis of the demand alone we cannot see if
the volume of demand for 30,000 arsluns at 7 roubles per arsiun will
be realized with a greater probability than a volume of demand for
450,000 arshins at 1 rouble per arshin, or il a combination which lies
between these two extremes is more probuble. The real volume of
demand is determined by the magnitude of the productivity of labor,
wluch is expressed in the vafue ol an arshun ol cloth.

Let us turn to the conditions m which the cloth is produced.
Let us assume that all cloth factories produce cloth on the basis of
the same technead conditions. The productivity of labor m cloth
manufacturing is at a level at which it is necessary to expend 2%
howrs of fabor (including expenditures on raw materzals, maclunes,
and so onj for the production of 1 arshin ot cloth. If we assume that
one hour of labor creates a value equal to one rouble, then we get a
market-value ol 2 roubles 75 kopeks for [ arshin. In a capitalist
ceonomy. the average price of cloth is not cqual to the laber-value,
but to the production price. In Hus case, we assume that the produc-
tion price is equal to 2 roubles 75 Kopeks. In our further analysis, we
will generally treat murket-value as cqual erther to labor-value or to
production price. A market-vatue of 2 roubles 75 kopeks is a mun-
num below which tie price of cloth cannot {ull fur long, since such
a Jall i price would cause 4 reduction in the production ol cloth and
a tanster of capital 10 other branches. We also assume that the value
ol one arshin ol cloth equals 2 roubles 75 kopeks regardless ol
whether a smaller or a lirger quantity of cloth 1s produced. In other
words, the increased produciion of cloth does not change the quuan-
tity of labor or the costs of production spent vn the production of
one arshin of cloth, In this case the market value of 2 roubles 735
kopeks, “the munimum with whieh the producers will be content. s
also .. . the maximum’™ above whiel the price cannoet tise tor long.
since such a price wcrease would cuuse w trunsler of capial frum

3 John Stuart Mill, Principles of Potitical Eeononiv, New York: Augustus
M. Kelley. 1965, pp. 451452,
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other branches, and an expansion of cloth production. Thus from an
infinite quantity of possible combinations of the volume of demand
and price, only one combination can exist for long, namely that
combination where the marker value is equal to the price, ie., a
combination which in Table 1 occupies the seventh place from the
top: 2 roubles 75 kopeks—240,000 arshins. Obviously that combina-
tion is not manifested exactly, but represents the state of equilib-
rium, the average level, around which actual market prices and the
actual volume of demand will fluctuate. The market value of 2
roubles 75 kopeks determines the volume of effective demand,
240,000 arshins, and ihe supply (namely the volume of production)
will be attructed to this amount. The increase of production, for
example, to the level of 300,000 arshins, will bring about, as can be
seen in the table, & full in price below market value, approximately to
2 roubles 50 kopeks, which is disadvantageous for the producers and
forces them to decrease production. The inverse will take place in the
case of a contraction of production below 240,000 arshins. Normal
proportions of production or supply will equal 240,000 arshins. Thus
all combinations of our schedule except one can only exist temporar-
ily, expressing an abnormal market situation, and indicating a devia-
tion of market price from market-value. Among all the possible
combinations, only the one which corresponds to the market-value: 2
roubles 75 kopeks for 240,000 arshins, represents a state of equilib-
rium. The market value of 2 roubles 75 kopeks can be called an
equiibrium price or normal price, and the amount of production of
240,000 arshins can be called an equilibrium amount* which at the
same time represent the normal demand and normal supply.

Among the mfipity of unstauble combinations of demand, we
have found only one stable combination of equilibrium which con-
sists of the equilibrivm price (value) and its corresponding equilib-
rium amount. The stability of this combination can be explained in
terms of the stability of the production price (value), not by the
stability of the equilibrium amount. The mechanism of the capitalist
economy does not explain why tne volume of demand tends to be
for an amount of 240,000 arshins regurdiess of all upward and down-
ward fluctuations., But this mechanism does fully expluin that market

4 The terms “‘cquilibrium price” and “equilibsium amount™ were used by
Marshall, Principles of Economics. 1910, p. 345, The adjective “normal™ is used
here not in the sense of something that “should be,” but in the sense of an
average level which corresponds to the state of equilibrium and which expresses
a regularity in the movement of prices.
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prices must tend loward the value (or production price) of 2 roubles
75 kopeks, in spite of all fluctuations. Thus also the volume of
demand tends toward 240,000 arshins. The staze of technology deter-
mines the value of the product, and value in turn determines the
normal volume of demand and the corresponding normal quantity of
supply, it we suppose a given level of needs and a given level of
mcome of the population. The deviation of actual from normal
supply (i.e., overproduction or underproduction) brings about a devia-
tion of market price from value. This price deviation in turn brings
about a tendency to change the actual supply in the direction of
normal supply. If this whole system of fluctuations or this mechan-
ism of demand and supply revolves around constant quantities—
values—which are determined by the techmque of production, then
changes of these values which result from the development of produc-
tive forces bring about corresponding clhianges in the entire mechan-
ism of supply and demand. A new center of gravity is created in the
market mechanism. Changes in values clhunge the volume of normal
demand. If, due 1o the development of productive forces, the quan-
tity of socially necessary labor needed to produce one arshin of cloth
decreased from 2% to 2% hours, and thus the value of one arshin of
cloth fell from 2 roubles 75 kopeks to 2 roubles 50 kopeks, then the
amount of normal demand and normal supply would be established
at the level of 300,000 arshins (if the needs und purchasing power of
the population remamed unchanged). Changes in value bring ubout
changes in demand and supply. “Hence, i supply and demand regu-
late the market-price, or rather, the deviations of the market-price
from the muarket-value, then, in turn, the market-value regulates the
ratio of supply to demand, or the center round which fluctuations of
supply and demand cause market-prices to oscillate™ (C., 1L, p. 181},
in other words, value (or normal price) determunes normal demand
and normal supply. Deviations of actual demand or supply from their
normal levels determine “market prices, or more precisely, deviations
of market price from market-value,” deviations which m turn bring
about a movement towards equilibnum. Value regulates price through
normal demand and normal supply. We call the equilibritun stage
between supply and demand the state in which commodities are sold
according to their values. And since the sale of commodities by their
values corresponds to the state ol equilibrium between different
brunches of production, we are led to the iollowing conclusion:
equilibrivm between demand and supply takes place if there is equ-
librium  between the various branches of production. We would
comnnit a methodological error if we would take the cquilibrium
between demand and supply as the starting-point for economic
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analysis. The equilibrium in the distribution of socijal labor among tie
different branches of production remains the starting-point, as was
the case in our earlier analysis.

Although Marx's views of demand and supply which he
expressed in Chapter 10 of Volume III of Capital (and elsewhere) are
fragmentary, this does not mean that we do not {ind in Marx’s work
indications which testify to the fact that he understood the
mechanism of demand and supply in the sense presented above.
According to Marx, market-price will correspond to market-vaiue on
condition that sellers “bring enough commodities to the market to
fill the social requirements, i.e., a quantity for which society is
cupable of paymg the markct-value” (Ibid.,). In Marx’s words, “social
requirements” depend on the quantity of commodities which find
buyers on the market at the price which is equal to value, ie., the
quantity which we called “‘normal demand” or “normal supply.”
Elsewhere Marx speaks of “the difference between the quantity of
the produced commodities and that quanlity of them at which they
are sold at market-value” (Ibid., p. 186), ie.. of the differcuce
between actual and “normal demand.” Thus various passages in
Marx’s works are explained, passages where he speaks of “usual”
social requirements and the *‘usual” volume of demand and supply.
He has in mind “normal demand” and “normal supply,” which cor-
respond to a given value and which change if the value changes. Marx
said, about an English economust: “The good man does not grasp the
fact that it is precisely the change in the cost of production, and thus
in the valiee, which caused a change in the demand, in the present
case, and thus in the proportion between demand and supply, and
that this change in the demand may bring about a change in the
supply. This would prove just the reverse of what our good thinker
wants to prove. 1t would prove that the change in the cost of produc-
tion ts by no means due to the proportton of demuand and supply.
but rather regulates this proportion™ (C.. I, p. 191, fooinore,
Rubin's nalics).

We have seen that changes mn value (if the requirements and
purchasing power of the population are unchanged) bring about
changes in the normal volume of demand. Let us now see if there is
also an nverse relation here: if a long-runge change in demand brings
about a change in the value of the product, when the production
technique remains unchanged. We are referring to long-range steady
changes in demund. and not of temporary changes which only m-
fluence market-price. Such long-range changes (for example the
increase of demand for a given product) which are independent of
changes m the value of products, can take place either because of un
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increase of purchasing power of the population, or because of in-
creased requirements for a given product. The intensity of needs can
increase because of social or natural causes (for exampie, long-range
changes in climactic conditions may create a larger demand for winter
clothing), We will treat this question in greater detail below. For now
we will accept us given that the schedule of demand for cloth
changed, for example, because of increased requirements for winter
clothing. Changes in this schedule are expressed by the fact that now
a larger number of buyers agree to pay a hugher price for cloth,
namely that a larger number of buyers and a lurger demand cor-
respond to each price of cloth, The schedule takes on the following

form:

TABLE 2

PRICE in roubles DEMAND

(per arshin) (in arshins)
7r. - k. 50,000
61~k 75,000
5r.—k 100,000
3r. 50k 150.000
371 25 k. 200,000
3r. -k 240,000
2175 k. 280,000
2r. 50 k. 320,000
2r.—k. 400,000
ir.—k 500,000

The market-price which corresponded to value in Table | wus 2
roubles 75 kopceks, and the normal volume of demand and supply
was 240,000 arshins. The change in demand shown in Table 2
directly increased the market-price of cloth to about 3 roubles for
one arshu, since there were only 240,000 arshins of cloth on the
market. According to our schedule, this was the quantity sought by
buyers at the price of 3 roubles. All producers sell their commodities,
not for 2 roubles 75 kopeks as carlier, but for 3 roubles. Since the
production technique did not change (by our assumption), producers
received a superprofit of 25 kopeks per arshin. This brings about an
expansion of production und, perhaps, even a transfer of capital from




VALUE AND SOCIAL NEED 193

other spheres (through expansion of credits which banks give to the
cloth industry). Production will expund until it reaches the point
when the equilibrium between the cloth industry and other branches
of production is reestablished. This takes place when the cloth in-
dustry increases its production {rom 240,000 to 280,000 arshins
which will be sold for the previous price ol 2 roubles 75 kopeks. This
price corresponds to the state of techmque and the market-value. The
increase o1 decrease of demand cannol cause a rise or full in the value
of the product if the technical conditions of production do not
change, but it may cause an increase or decrease of production in one
branch. However, the value of the product is determined exclusively
by the level of development of the productive forces and by the
technique of production. Consequently, demand docs not influence
the magnitude of value: rather value, combined with demand which is
purtly determined by value, determines the volume of production in a
given branch, ic., the distribution of productive forces. “The urgency
of needs influences the distribution of productive forces in society,
but the relative value of the different products is determined by the
lubor expended on therr production.”

If we recognize the influence of changes in demand on the
volume of production, on 1its expansion and contraction, do we
contradict the basic concept of Murx’s cconomic theory that the
development of the cconomy is determined by the conditions of
production, by the composition and level of development of the
productive forces? Not at all. If changes in the demand for a given
commuodity inlluence the volume of its production, these changes in
demand are m turn brought about by the following causes: 1)
changes in the value of a given commodity, for example its cheapen-
ing as a result of the development of productive forces in a given
productive branch: 2) changes in the purchasing power or the income
of different soctal groups: this means that demand 15 determined by
the income of the different socual classes (C., 1, pp. 194-5) and “is
essentially subject to the mutual relationshup of the different classes
and their respective economic position” (lbid., p. 181), which, in
turn, changes in relation to the change in productive forces; 3)
finally, changes in the intensity or urgency of needs for a given
commodity. At first glance it seems that in the last case we make
production dependent on consumption. However. we must ask what
causes changes in the urgency of needs for a given commodity. We

3 p. Maslov, Teoriva razvitiya narodnoge khozyaisiva (Theory of the
Development of the National Lconomy), 1910, p. 238.
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assume that if the price of iron plows and the purchasing power of
the population remain the same and the need for plows is increased
by the substitution of iron plows for wooden plows in ugriculture,
the increasing need brings about a temporary increase in the market
price of plows above their value, and as a result increases the produc-
tion of plows. The increased nced or demand brings about an ex-
pansion of production. However, this increase of demand was brought
about by the development of productive forces, not in the given
productive branch (in the production of plows) but in vther branches
(in agriculture). Let us fake another example, which is related to
consumer goods. Successful anti-alecoholic propaganda decreases the
demand for alcoholic beverages: their price temporarily {ulls below
value, and as a result the production of distilleries decreases. We have
purposely chosen an cxample where the reduction ol production is
brought about by social causes of an 1deological and not an economic
character. It is obvious that the successes of anti-alcoholic propaganda
were brought about by the cconomic, social, cultural and moral level
of different social groups, a level which in turn changes as a result of
a complex series of social conditions which surround it. These social
conditions can be explamed, in the lust analysis, by the development
of the productive activities of society. Finally, we can move from the
economic and social conditions which change demand to natural
phenomena which may also influence the volume of demand in some
cases. Sharp and long-range changes in climactic conditions could
strengthen or weaken the need for winter clothes and bring about an
expansion or contraction of c¢loth production. Here there is no need
to mention that changes ol demand brought about by purely natural
causes and independent of soctal causes are rare. But cven such cases
do not contrudict the view of the primuacy of production over con-
sumption. This view should not be understood in the sense that
production is performed automatically, m some kind of vacuum,
outside of a society ol living people with their various needs which
are based on biological requirements {(food. protection {rom cold,
ete.). But the objects with which man satisties his needs and the
manner of satisfying these needs are determined by the development
o/ production, and they, in turn, modify the character of the given
needs and may cven creale new needs. “Hunger is hunger: but the
bunger that is sufislied with cooked meat eaten with fork and Knife is
a different kind of hunger from the one that devours saw meat with
the aid of hands, nails and teeth.”® In this particular form hunger is

’

6 Marx, “Introduction to the Critique of Political Economy,” m A Con-
tribution to the Critique of Political Econonty. Chicago: 1904, p. 279.
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the result of a long historical and social development. In just the
sume way, changes in climactic conditions bring about needs for given
goods, for cloth, namely for cloth of a determined quality and
manufacture, i.e., a nced whose character is determined by the pre-
ceding development of society and, m the last analysis, of its produc-
tive forces. The quantitative increase of demand for cloth is different
for the different social classes, and depends on their incomes. If in a
given period of production, a given level of needs for cloth (a need
based on biological requirements) is a fact given in advance or a
prerequisite of production, then such u state of needs for cloth is in
turn the resull of previous social development. “By the very process
of production, they [the prerequisites ol production] are changed
from natural to historical, and if they appear during one period as a
natural prerequisite of production, they formed in other periods its
historical result” (Ibid., p. 287). The character and change of a
requirement {or a given product, even if basically a biological require-
ment, 1s determined by the development of productive forces which
may take place in the given sphere of production or in other spheres:
which may take place in the present or in an carlier historical period.
Marx does not deny the influence of consumption on production nor
the interactions between them (fbid., p. 292/, But his aim is to find
social regularity in the changes of needs, a regularity which in the last
analysis can be explained in terms of the regularity of the develop-
ment of productive forces.

2. Value and Proportional Distribution of Labor

We have reached the conclusion that the volume of demand for
a given product is determined by the value of the product, and
changes when the vulue changes (if the needs and productive power
of the population are given). The development of productive forces in
a given branch changes the value of 4 product and thus the volume of
social demand for the product. As can be seen in demand schedule
No. 1, a determined volume of demand corresponds to a given value
of the product. The volume of demand equals the number of units of
the product which are sought at the given price. The mudtiplication of
the value per unit of product {which is determined by the technical
conditions of production) times the number of units which will be
sold at the given value, expresses the social need which is able to pay
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Sfor the given product.” This is what Marx called the “quantitatively
definite social needs” for a given product (C., I, p. 635/, the
“amount ol social want” ({bid., p. 185), the “given quantity of social
want” (Ibid., p. 188). The “definite quantity of social output in the
vartous lines of production” (Ibid.} the “‘usual extension of reproduc-
tion” (Ibid.), correspond to this social need. This usual, normal
volume of production is determined by “whether the labor is there-
fore proportionately distributed among the different spheres in
keeping with these soclal needs, which are quantitatively cireum-
scribed” (C., 1, p. 635).

Thus a given magnitude of value per unit of a commodity
determines the number of commodities which find buyers, and the
product of these two numbers (value times quantity) cxpresses the
volume of social need, by which Marx always understood social need
which is able to pay (C, I, pp. 180-181, p. 188, pp, 192-193). 1f
the value of one arshun s 2 roubles 75 kopeks, the number of arshins
of cloth which are sought on the market equals 240.000. The volume
of social need is expressed by the following quantities: 2 roubles 75
kopeks x 240,000 = 660,000 roubles. If one rouble represents a value
created by one hour of labor, then 660,000 hours of average social
labor are spent in the production of cloth, given a proportional dis-
tribution of labor among the particular branches of production. This
amount is not determuned in advance by anyonc in the capitalist
society: no one checks it, and no one is concerned with maintaining
it. It is established only as a result of market competition, m a
process which is constantly interrupted by deviations and break-
downs, a process in which “chance and caprice have full play” /C., 1,
p. 355), us Marx pomted out repeatedly (C., £, p. 188). This figure
expresses only the average level or the stable center around wluch the
actual volumes of demand and supply {luctuate. The stability of thus
amount of social need (660,000) is explained exclusively by the fact
that it represents a combination or multiplication of two figures, one
of which (2 roubles 75 kopeks) is the value per unit of commodity,

7 By social need, Marx often meant the quantity of products which are
sought on the market. But these terminologieal differences do not concern us
here. Our aim is not to define given terms, but to distinguish various concepts,
namely: 1) value per unit of commaodity; 2} the quantity of units of a com-
modity which is sought at the market at a given value; 3) the multiplication of
the value per unit of commodity times the number of units which are sought
on the market at a given value, What is important here is to emphasize that the
volume of social need for products of a given kind s not independent of the
value per unit of the commodity, and presupposes that value,
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which 1s determined by the productive techniques and represents a
stable center around which market prices fluctuate. The other figure,
240,000 arshins, depends on the first. The volume of social demand
and social production in a given branch fluctuates around the figure
660,000 precisely because market-prices fluctuate around the value of
2 roubles 75 kopeks. The stability of a given volume of soctal need is
the result of the stability of a given magnitude of vatue as the center
of fluctuations of market prices.8

Advocates of the “economic” Interpretation of socially-ncces-
sary labor have placed the entire process on its head, tuking its {inal
result, the figure of 660,000 roubles, the value of the entire mass of
commodities of 4 given branch, as the starting-point of their analysis.
They say: given a particular level of development of productive
forces, soctety cun spend 660,000 hours of labor on cloth produc-
tion. These hours of Jabor create a value of 660,000 roubles. The
value of the commodities of the given branch must therefore be equal
to 660,000 roubles; it can neither be larger nor smaller. This def-
initely fixed quantity determines the value of a particular umt of a
commodity: this figure is equal to the quotient which results from
dividing 660,000 by the number of produced units. If 240,000 units
of cloth are produced, then the value of one arshin is equal to 2
roubles 75 kKopeks: if production increases to 264,000 arshins, then
the value falls to 2 roubles 50 kopeks; however, if production falls to
220,000 arshuns, then the value rnses to 3 roubles, Each of these
combmations (2 1. 75 k. x 240,000; 2 r. 50 k. x 264,000, 3 r. x
220.000) equals 660,000. The value of a unit of product can change
(2 1. 75 k., 2 1. 50 k., or 3 r.) even il the production technique does
not change. The general value of all products (663,000 roubles) has
constant and stable character. The general amount of labor which is
needed in a given sphere of production given a proportional distribu-
tion of lubor (660,000 hours of labor) also has a stable and constant
character. In given conditions, this constant magnitude can be com-
bined in different ways with two [lactors: the value per unit of com-
modity and the number of manufactured goods (2 r. 75 k. x 240,000
=271 50 k. x 264,000 = 3 r. x 220,000 = 660,000). In this way, the
value of the commodity is not determined by the amount of labor
necessary for the production of a unit of commodity, out by the

8 Here we have in mind stability at given conditions. This does not
exclude changes if these conditions change.
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total amount of labor allocated to the given sphere of production®
divided by the number of manufactured goods.

This summary of the argument of advocates of the so-called
“economic” version of sociully-necessary labor is, in our view, inade-
quate for the following reasons:

1) Taking the quantity of labor allocated to a given sphere of
production (the result of the complex process of market competition)
for the starting-point of analysis, the “cconomic” version imagines
the capitalist society according to the pattern of an organized social-
ist society in which the proportional distribution of labor is calcu-
lated in advance.

2) The interpretation does not examine the guestion of what
determines the quantity of labor which is allocated to a given sphere,
4 quantity which, in capitalist society, is not determined by anyone
nor consciously maintained by anyone. Such analysis would show
that the indicated quantity of lasbor is the result or the product of
the value per unit times the quantity of products demanded on the
market at a given price. Value is not determined by the quantity of
labor in the given sphere, but rather that quantity presupposes value
as a magnitude which depends on the production technique.

3) The economic interpretation does not derive the siable, con-
stant (in given conditions) volume of labor which is allocated to a
given sphere (660,000 hours of labor) from the srable value per unit
of commodity (2 roubles 75 kopeks or 2% hours of labor). Instead,
this interpretation derives the stable character of the value of the
total mass of products of a given sphere from the multiplication of
two different factors (value per unit and quantity). This means that it
concludes that the magnitude of value per unit of product (2 roubles
75 kopeks, 2 roubles 50 kopeks, 3 roubles) is unstable und changing.
Thus it completely denies the significance of the value per unit of
product as the center of gravity of the price fluctuations, and as the
basic regulator of the capitalist cconomy.

4y The economic interpretation does not take into account the
fact that among all the possible combinations which yield 660,000
with a given state of technique (and precisely with the expenditure of
2% hours of socially-necessary lubor on the production of one arshin

q . . .

9 By this teom we understand, here and below, the quantity of labor
which is altocated to a given spherc of production, given u proportional dis-
tribution of lubor, i.e., a state of equilibrium,




VALUE AND SOCIAL NEED 199

of cloth), only one combination is stable: the constant equilibrium
combination (namely 2 r. 75 k. x 240,000 = 660,000). However, the
other combinations can only be temporary, transitional combinations
of disequilibrium. The cconomic interpretation confuses the state of
equilibrium with a state of disturbed equilibrium, value with price.

Two aspects of the economic interpretation must be dis-
tinguished: first, this interprctation tries to ascertain certain facts,
and secondly, it tries to explain these facts theoretically. It asserts
that every change in the volume of production (if technique does not
change) brings about an inversely proportional change in the market
price of the given product. Due to this inverse proportionality in the
changes of both quantities, the product of the multiplication of these
two quantities is an unchanged, constant quantity. Thus, if the
p;odmtion of cloth decreases from 240,000 to 220,000 arshins, ie.,
by ths lhc price per arshin of cloth increases from 2 r. 75 k to 3
I. :c by -—rths The muitlplisauon of the number of commodities
by lhc price per unit in both cases equals 660,000. Going on to
explain this, the economic interpretation ascertaing that the quantity
of labor allocuted in a given sphere of production (660,000 hours of
labor) is a constant magnitude and determines the sum of values and
the market prices of all products of the given sphere. Since this
magnitude is constant, the change in the number of goods produced
in the given sphere causes inversely proportional changes of value and
of the market price per unit of product. The quantity of labor spent
in the given sphere of production regulates the value as well as the
price per unit of product.

Even if the economic interpretation correctly ascertained the
fact that changes in the quantity of products are inversely propor-
tional to changes in the price per unit of product, its theoretical
explanation would still be false. The increase of the price of one
arshin of cloth from 2 r. 75 k. to 3 1. in the case of a decrease of
production from 240,000 to 220,000 arshins would mean a change in
the market price of cloth and its deviation from value, which would
remain the same if the technical conditions do not change, ic., it
would be equal to 2 1. 75 k. This way, the quantily of labor allo-
cated to a given spherc of production would not be the regulator of
the value per unit of product, but would regulate only the market
price. The market price of the product at any moment would equal
the indicated quantity of labor divided by the number of manufac-
turcd goods. This is the way certain spokesmen of the “technical”
interpretation represent the problem; they recognize the fact of
inverse proportionality between the change in quantity and the mar-
ket price of a product, but they reject the explanation given by the
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economic interpretation.!0 There is no doubt that this interpretation,
according to which the sum of market prices of products of a given
sphere of production represents, despite all price fluctuations, a con-
stant quantity determined by the quantity of labor allocated to the
given sphere, is supported by some of Marx’s observations.1? Never-
theless, we lhink the view of the inverse proportionality between
changes in the quantity and the market price of products runs into a
whole serics of very serious objections:

1) This view contradicts empirical facts which show, for ex-
ample, that when the number of commodities doubles, the market
price does not fall to half the former price, but above or below this
price, in different amounts for different products. In this context, a
particularly sharp difference can be observed between subsistence
goods and luxury goods, According lo some calculations, the dou-
bling of the supply of bread lowers its price four or five times.

2) The theoretical conception of the mverse proportionality
between the change in the quantity and price of products has not
been proved. Why should the price rise from the normal price or
value of 2 1. 75 k. to 3 r. (i.c., by 43ths of the original price) if
production is reduced from 240,000 to 220,000, ie., by %ths of
the previous volume? Is it notl possible that (in cloth manufacturing)
the price of 3 1. may not comrespond to the quantity of production
of 220,000 arshins (as the theory of proportionality assumes) but to
the quantity of 150,000 arshins, as is shown in our demand schedule
No. 1?7 Where, in capitalist sociely, is the mechanism which makes
the market price of cloth invariably equal to 660,000 roubles?

3) The last question reveals the methodological weakness
of the theory we have looked into. In capitalist sociely, the
laws of economic phenomena have similar effects as “the law
of gravilty” which “asserts itself when a house falls about our
ears” (C, I, p. 75), Le., as tendencies, as centers of fluclua-
tions and of regular deviations. The theory which we are
discussing transforms a tendency or a law which regulates
cvents into an empirical fact: the sum of market prices, not
only in equilibrium conditions, ie., as the sum of market valucs, but
in any markel situation and at any time, completely coincides with
the quantity of labor allocated to the given sphere. The assumption

10 L. Lyubimov, Kurs politicheskoi ekonomii (Course in Political
Economy), 1923, pp. 244-245.

In Theories of Surplus Value.
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of a “pre-established harmony™ is not only dispproved, but also does
not correspond to the general methodological bases of Marx’s theory
of the capitalist economy.

The objections we have listed force us to throw out the thesis
of the inverse proportionality between changes in the quantity and
the market price of products, namely the thesis of the empirical
stability of the sum of market prices of the products of a given
sphere. Marx’s statements in this context must be understood, m our
view, not in the sense of an exuct inverse proportionality, but in the
sense of an inverse direction between changes in the quantity and
market price of products. Every increase of production beyond its
normal volume brings about a fall in price below value and a decrease
of production causes a rise in price. Both of these {actors (the quan-
tity of products and their market prices) change in inverse directions,
even though not with inverse proportionality. Because of this, the
quantity of labor which is allvcated to a given sphere does not only
play the role of a center of equilibrium, an average level of fluctua-
tion towards which the sum of market prices tends, but represents to
some extent a mathematical average of the sums of market prices
which change duily. But this character of a mathematical average in
no way means that the two quantities completely coincide, and in
addition does not have a particular theoretical significance. In Marx’s
work we generally find a more cautious formulation of the inverse
changes in the quantity of products and their market prices (C., 111,
p. 178; Theoricn iiber den Mehrwert, 11, p. 341}, We feel all the
more justified in interpreting Marx in this sense because in his work
we sometimes find a direct negation of the inverse proportionality
between changes in the quantity of products and their prices. Marx
noted that in the case of a poor crop, “the total price of the
diminished supply of grain is greater than the former total price of a
farger supply of grain” (Critique, p. 134). This is an expression of the
known law whichh was cited above, according to which the decrease
of production of grain to half its former amount raises the price of a
pood!2of grain to more than twice its former price, so that the total
sum of prices of grain rises. In another puassage, Marx rejects
Ramsey’s theory, according to which the full in the value of the
product to half its former value due to the improvement of produc-
tion will be accompanicd by an increase of production to twice its
former amount: “The value (of commodities) falls, but not in pro-
portion to an increase in their quantity. For example, the quantity

12 [A unit of weight equal to about 36.11 pounds—yr.]
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may double, but the value of individual commodities may fall from 2
to 1%, and not to 17 (Theorien tiber den Melnrwert, IIl, p. 407), as
would follow according to Ramsey and according to proponents of
the view we are examining. If the cheapening of commodities (due to
an improvement of technique) from 2 r. to 1% r. may be ac-
companied by a doubling of the production of that product, then
inversely an abnormal doubling of production may be accompanied
by a fall in price from 2 r. to 1% r., and not to 1 r. as would be
required by the thesis of inverse proportionality.

Thus we consider incorrect the view according to which the
quantity of labor allocated to a given sphere of production and to
the individual products manufactured in this sphere determines the
value of a umnit of product (as is held by proponents of the economic
interpretation) or coincides precisely with the market price of a unit
of product (as is held by proponents of the economic interpretation
and some proponents of the technical interpretation). The value per
unit of product is determined by the quantity of labor which is
socially-necessary for its production. If the level of technique is given,
this represents a constant magnitude which does not change in rela-
tion to the quantity of manufactured goods. The market price
depends on the quantity of goods produced and changes in the
opposite direction (but is not inversely proportional) to this change
in quantity. However, the market price does not completely coincide
with the quotient which results from a division of the quantity of
labor allocated to the given sphere with the number of goods pro-
duced. Does this mean that we are completely ignoring the quantity
of labor which is allocated to a given sphere of production (given a
proportional distribution of labor)? In no way. The tendency to a
proportional distribution of labor (it would be more accurate to say,
a determined, stable}? distribution of labor) between different
spheres of production which depends on the general level of develop-
ment of productive forces, represents a basic event of economic life
which is subject to our examination. But as we have observed more
than once, in a capitalist society with its anarchy of production, this
tendency does not represent the starting-point of the cconomic

13 The term “‘proportional” should not be understood in the sense of a
rational, predetermined distribution of labor, which does not exist in a capital-
ist society. We are referring to a regularity, to a certain constancy and stability
(despite all daily fluctuations and deviations) in the distribution of labor among
individual branches, depending on the level of development of productive
forces.
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process, but rather its final result. This result is not manifested pre-
cisely in empirical facts, but only serves as a center of their fluctua-
tions and deviations. We recognize that the quantity of labor which is
allocated to a given sphere of production (given a proportional
distribution of labor) plays a certain role as regulator in the capitalist
economy, but: 1) this is a regulator in the sense of a rendency, an
equilibriumn level, a center of fluctuations, and in no way in the sense
of an exact expression of empirical events, namely market prices; and
2) which is even more important, this regulator belongs to an entire
system of regulators and is a result of the basic regulator of this
system—value—as the center of fluctuations of market prices.

Let us take an example with simple figures. Let us assume that:
a) the quantity of labor socially necessary to produce one arshin of
cloth (given average technique) is equal to 2 hours, or the value of
one arshin equals 2 roubles; b) given this value, the quantity of cloth
which can be sold on the market, and thus the normal volume of
production, consists of 100 arshins of cloth. From this it follows
that: ¢) the quantity of labor required by the given sphere of pro-
duction is 2 hours x 100 = 200 hours, or the total value of the
product of the given sphere equals 2 r. x 100 = 200 roubles. We are
facing three regulators or three regulating magnitudes, and each of
them is a center of fluctuations of determined, empirical, actual
magnitudes. Let us examine the first magnitude: a,) to the extent
that it expresses the quantity of labor necessary for the production
of one arshin of cloth (two hours of labor), this magnitude influences
the actual expenditure of labor in different enterprises of the cloth
industry. If a given group of enterprlses of low productivity does not
spend two but three hours of labor per arshin, it will gradually be
forced out by more productive enterprises, unless it adapts to their
higher level of technique. If a given group of enterprises does not
spend two hours but rather 1%, then this group will gradually force
out the more backward enterprises, and in a period of time it will
decrease the socially-necessary lubor to 1% hours. In short, the
individual and the socially-necessary labor (even though they do not
coincide) display a tendency toward equalization. a,) If the same
magnitude indicates the value per unit of production (2 roubles), it is
the center of the fluctuations of market prices. If market price falls
below 2 roubles, production falls and therc is a transfer of capital out
of the given sphere. If prices rise above values, the opposite takes
place. Value and market-price do not coincide, but rather the first is
the regulator, the center of fluctuation, of the second.

Let us now move on to the second regulating magnitude,
designated by the letter b: the normal volume of production, 100
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arshins, is the center of fluctuations of the actual volume ot produc-
tion in the given sphere. If more than 100 arshins are produced, then
the price falls below the value of 2 roubles per arshin and a reduction
of production begins. The opposite takes place in the case of under-
production. As we cun see, the second regulator (b) depends on the
first (a4), not only in the sense that the magnitude of value de-
termines the volume of production (given the structure of needs and
the purchasing power of the population) but also in the sense that
the distortion of the volume of production (overproduction or
underproduction} are corrected by the deviation of market prices
{rom value. The normal volume ol production, 100 arshins (b), is the
center of fluctuations of the actual volume of production precisely
because the value of 2 roubles {aq) is the center of fluctuations of
market prices.

Finully, we tumn to the tlurd regulating magnitude. ¢, which
represents @ product of the multiplication of the first two, namely
200 = 2 x 100, or ¢ = ab. However, as we have scen, a can have two
meanings: a, represents the quantity of lubor expended on the pro-
duction of one arshm of cloth (2 hours), a, represents the value of
one arshin (2 roubles). If we take a;b = 2 hours of labor x 100 = 200
hours of labor, then we get the quantity of labor wluch is aflocated
to u given sphere of production (given proportional distribution of
labor), or the center of {luctuations of actual fubor expenditures in
the given sphere. 1f we take azb = 2 roubles x 100 = 200 roubles,
then we get the sum of values of the products of the given sphere, or
the center of tfluctuations of the sums of muarkel values of the
products ol the given sphere. Thus we do nol in any way deny that
the third magnitude, ¢ = 200, also plays the role of regulator. of
center of fluctuations. However, we derwe its role {rom tiu regulative
role of its components, a and b. As we can sce. ¢ = ab, and the
regulative role of ¢ is the result of the regulative roles of a and b.
200 hours of labor is the center of {luctuations of the quantity of
labor expended in the given sphere precisely because 2 hours of labor
indicates the averasge expenditure of labor per untt of product, and
100 arshins is the center of fluctuations of the volume of production.
In just the same way, 200 roubles is the center of ftuctuations of the
sum of market prices of the given spherc precisely because 2 roubles,
or value, is the center of {luctuations ot market prices per umt of
product, und 100 arshing is the center ol fluctuations of the volume
of production. All three regulative magnitudes, a, b, and c¢. represent
a unilied regulative system i which ¢ 1s the resuliant of a and b, and
b, in turn, changes in relation to changes i a. The lust magnitude (a),

e., the quantity of labor socially necessary ior the production of a
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unit of product (2 hours of labor), or the vafue of a unit of product
(2 roubles) is the basic regulating magnitude of the entire system of
equilibrmum of the capitalist economy.

We have seen that ¢ = ab. This means that ¢ may change in
relation to a change in a or to a change in b. This means that the
quantity of labor expended in a given sphere diverges from the state
of equilibrium (or from a proportional distribution of labor) either
because the quantity of labor per unit of production is larger or
smaller than what is sociutly necessary, given the normal quantity of
manufactured goods, or because the quantity of units produced is too
large or too small compared to the normal quantity of production,
given the nonmal expenditure of labor per unit of production. In the
first case 100 arshins are produced, but in technical conditions which
may. for example, be below the average level, with an expenditure of
three hours of lsbor per arshin. In the second case, the expenditure
of labor per urshin is equal to the normal magnitude, 2 hours of
labor, but 150 arshins are produced. In both cases the total expen-
diture of labor in the given sphere of production consists of 300
hours mstead of the normal 200 hours. On this basis, proponents of
the economic interpretation consider both cases equal. They assert
that overproduction is equivalent to an excessive expenditure of labor
per unit of production. This assertion is explained by the fuct that all
their attention 18 concentrated exclusively on the derived regulating
magnitude ¢. From this point of view, in both cases there is excessive
expenditure of labor in the given sphere: 300 hours of labor instead
of 200. But if we do not remain on this denived magnitude, but move
on to its components, the basic regulating mugnstudes, then the
picturc changes. In the first case the cause of the divergence lies in
the field of a (the expenditure ol labor per umt of output), in the
second case, in the {ield of b (the amount of produced goods). In the
first case, ecquilibrivm among enterprises with different levels of
productivity within a given sphere, breaks down. In the second case,
the cquilibrium between the quantity of production in the given
sphere and in other spheres, i.c., the cquilibrium between different
spheres of production. breaks down. Tlus 15 why in the first case
equilibnium will be established by the redistribution of productive
forces from technically buckward enterprises to more productive
enterprises within the given sphere; in the second case, the equilib-
rium will be established by the redistribution of productive forces
among different spheres of production. To confuse the two cases
would mean tu sacrifice the interests of scientific analysis of econ-
omije events for a superficial analogy and, as Marx often said, for the
sake of “forced abstractions,” i.e., the desire to squecze phenomena
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of a different economic nature into the same concept of socially-
nceessiry labor.

Thus the basic error of the “economic interpretation” does not
lie in the fact that it fails 1o recognize the regulating role of the
quantity of labor which is allocated to a given sphere of production
(given a proportional distribution of labor) but in the fact that it: 1)
wrongly interprets the role of a regulator in a capitalist economy,
transforming it from a level of equilibrium, a center of {luctuations,
into a reflection of empirical fact, and 2} it assigns to this regulator
an independent and fundamental character, whereas it belongs to an
entire system of regulators and actually has a derived character. Value
cannot be derived from the quantity of labor allocated to a given
sphere, because the quantity of labor changes in relation to changes
in value which reflect the development of the productivity of labor.
In spite of claimus of ils proponents, the “economic interpretation”
does not complement the *“technical” interpretation, but rather dis-
cards it: asserting that value changes in relation to the number of
produced goods (given constant technique), it rejects the concept of
value as a magnitude which depends on the productivity of labor. On
the other hand, the “technical interpretation” is abie to explain com-
pletely the phenomena of the proportional distribution of labor in
society and the regulating role of the quantity of labor sllocated to a
givenr sphere of production, ie., to explain those phenomena which
the cconomic interpretation supposedly solved, according to its
proponents.

3. Value and the Yolume of Production

Above, in our schedules of demand and supply, we assumed
that the cxpenditures of labor necessary for the production of a unit
of output remained constant when the volume ol output increased.
Now we introduce a new assumption, namely that a new, additional
quantity of products is produced under worse conditions than before.
We can remember Ricardo’s theory of differential rent. According to
this theory. the increase of demand for grain due to the increase in
population makes it necessary to farm less fertile land or plots of
land which are further away from the market. Thus the quantity of
labor necessary for the production of a pood of grain in the least
favorable conditions {(or for the transportation of grain) increases.
And since precisely this quantity of labor determines the value of the
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entire mass of grain produced, the value of grain rises. The same
phenomenon can be observed in mining, when there is a movement
from rich mines to less abundant mines, The increase of production is
accompanied by an increase in the value per unit of output, whereas
earlier we treated the value of a unit of output as independent of the
amount of production. An analogous situation can be found in
branches of manufacturing where production takes place in enter-
prises with different levels of productivity. We assume that enterprises
with the highest productivity, which could supply goods at the lowest
price, cannot produce the quantily of goods which would be de-
manded on the market at such a low price. In view of the fact that
the production must also take place in enterprises of average and low
productivity, the market value of commodities is determined by the
value of commodities produced in average or less favorable conditions
(see the chapter on socially-necessary labor). Here too the increase of
production means an increase of value and thus an increase in the
price per unit of output. We present the following schedule of

supply:

TABLE 3

VOLUME OF PRODUCTION PRICE OF PRODUCTION
(in arshins) (or value)
(in roubles)

100,000 275k
150,000 3r.—k.
200,000 3025 k.

We assume that if the price level is below 2 r. 75 k., producers
will not produce at all and will interrupt production (with the excep-
tion, perhaps, of insignificant groups of producers who are not taken
into account). To the extent that the price is increased to the level of
3 1. 25 k., production will attract enterprises with average and low
productivity. However, a price above 3 1. 25 k. would give such a
high profit to entrepreneurs that we can consider the level of produc-
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tion at this price unlimited compared to the limited demand. Thus
prices may fluctuate from 2 r. 75 k. to 3 1. 25 k., and the volume of
production from 100,000 to 200,000 arshins. However, at what level
will the price and the volume of production be established?

We return to demand schedule No. 1 and compare it to the
supply schedule. We can see that the price is established at the level
of 3 roubles und the volume of production at 150,000 arshins.
Equilibrium between demand and supply is established and price
coincides with labor-value (or with the price of production), which is
determined by the lubor expenditures in enterprises of average pro-
ductivity. Now we assume (us we did above) that, because of this or
that cause (because of the increase in the purchasing power of the
population or the intensification of the urgency of needs), the
demand for cloth increases and is expressed by demand schedule No.
2. The price of 3 roubles cannot be maintained, because at this price
the supply consists of 150,000 arstuns and the demand of 240,000.
The price will rise because of this excess of demand until it reaches
the level of 3 r. 25 k. At this price, demand as well as supply equal
200.000 arshins and are in a state of cquilibrium. At the same time
the new price of 3 r. 25 k. coincides with a new increased value (or
price of production) which, due to the expansion of production from
150,000 to 200,000 urshins, is now regulated by the lubor expen-
ditures in enterprises with low productivity of labor.

I we said above that the mcrease m demand influences the
volume of production. not influencing the magnitude of value (earlier
the increase of production from 240,000 to 280,000 arshins took
pluce at the same value of 2 r. 75 k), in this case the increuse in
demand brings aboul an increase of production from 150,000 to
200,000 arshuns, and is accompanied by an increase of value from 3
r. to 3 1. 25 k. Demand somehow determines value.

This conclusion is of decisive signiticance for representatives of
the Anglo-American and mathematical schools in political economy,
mctuding Marshall.' Some of these economists hold that Ricardo
subverted his own theory of lubor-value with his theory of dif-

14 Information on these schools v the Russian language may be found in
the following books: L. Blyumwm, Subyektivnaya shkola v politicheskoi ekonomii
(The Subjective School in Political Economy), 1928; N. Shaposhnikov, Teoriya
tyennostt § raspredeleafya (Theory of Value and  Distribution), [1912; L.
Yurovskit, Qcherki po reorii tseny (Essays on the Theory of Price), Saralov,
1919; A. Bilimovich, K voprosu o rastsenke khozpaistvennykh blug (On the
Question of the Evaluation of Economic Goods), Kicv, 1914,
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ferential rent, and that he opened the door for a theory of demand
and supply which he rejected, and in the last analysis for a theory
which defines the magnitude of value in terms of the magaitude of
needs. These cconomists use the following argument. Value is de-
termined by the labor expenditures on the worse plots of land, or in
the least favorable conditions. This means that value increases with
the extension of production to worse land or, in general, to less
productive enterprises, ie., to the extent that production increases.
And since the increase in production is brought about by un increase
in demand, then valuc does not regulate supply and demand, as
Ricardo and Marx thought, but value itself is determined by demand
and supply.

Proponents of this argument forget a very important circum-
stance. In the example we discussed, changes in the volume of
production at the same time nmean changes in the technical conditions
of production {n the same branch. Let us examine three examples.

In the first case, production takes place oniy in better enter-
prises which supply the market with 100,000 arshins at the price of 2
r. 75 k. In the second case (from which we started in our exampie),
production takes place in the better and average enterprises, which
together produce 150,000 asshins at the price of 3 roubles. In the
third case, production takes place in the better, average and worse
enterprises and reaches a level of 200,000 arshins at the price of 3 r.
25 k. In all three cases, which comespond to our schedule No. 3, not
only the volumes of production are different, but also the technical
conditions of production in the given brunch. The value has changed
precisely because the conditions of production changed in the given
branch. From this example, we should not draw the conclusion that
changes of value are determuned by changes in demand and not by
changes in technical conditions of production. Inversely, the conclu-
sion can only be that changes in demand cannot influence the mag-
nitude of value in any way cxcept by changing the technical condi-
tions of production in the given branch. Thus the basic proposition
of Marx’s theory that changes in value are determined exclusively by
changes in technical conditions remuins valid. Demand cannot in-
fluence value dircctly, but only indirectly, numely by changing the
volume of production and thus its technical conditions. Does this
indirect influence of demand on value contradict Marx’s theory? In
no way. Marx’s theory defines the causal relationship between
changes in value and the development of productive forces. But the
development of productive forces, m turn, is subject to the influence
of a whole series of social, political and even cultural conditions (for
example, the influence of literacy and technical education on the
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productivity of labor). Has Marxism ever negated that tariff policy or
enclosures influence the development of productive forces? These
factors may, indirectly cven lead to a change in the value of pro-
ducts. The prohibition of imports of cheap foreign raw materials and
the necessity to produce them inside the country with large ex-
penditures of labor raises the value of the product processed {rom
these raw materiuls. Enclosures which pushed peasants to worse and
more distant lands led to an increase in the price of grain. Does this
mean that changes in value are caused by enclosures or tariff policies
and not by changes in the technical conditions of production? On the
contrary, from this we conclude that various economic and social
conditions, which include changes in demand, may affect value, not
side by side with the technical conditions of production, but only
through changes in the technical conditions of production. Thus the
technique of production remains the only factor which deterrnines
value, Marx considered such an indirect effect of demand on value
(through changes in the technical conditions of production) entirely
possible. In one passage Marx referred to the transfer {rom better to
worse conditions of produciion which we examined. “In some lines
of production it may also bring about a rise in the market-value itself
for a shorter or longer period, with a portion of the desired products
having to be produced under worse conditions dunng this period”
(C.. I, pp. 190-191).135 On the other hand, the fall of demand can
also influence the magnitude of the value of a product. “For in-
stance, if the demand, and consequently the market-price, fall, capital
may be withdrawn, thus causing supply to shrink. It may also be that
the market-value itself shrinks und balances with the market-price as a
result of inventions whicli reduce the necessary labor-time” {Ibid,, p.
190). “In this case, the price of commoditics would have changed
their value, because of the cilfect on supply, on the costs of pro-
duction.” 16 It is known that the mtroduction of new technical

15 In the original, Marx said: “only market value increases for a jonger or
shorter period of time” (Kapiral, I, 1894, Part 1, p. 170). The case which
Marx mentions, where the increase of demand due to a transfer to worse
conditions of production increases the valuc per unit of product, was known to
Ricardo {Principles of Political Economy and Taxation, Volume 1 of Picro
Sraffa, The Works and Correspondence of David Ricardo, London: Cambridge
University Press, 1962, p. 93). 1t is possible to find numerous analogous cx-
amples in Capital and in Theorien iiber den Mehrwert, in chapters devoted to
differential rent.

16 Marx, Teorli pribavochnot stoimosti (Theories of Surplus Value), Vol.
II, Petersburg, 1923, p. 132,
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methods of production which lower the value of products frequently
takes place in conditions of crisis and decreasing sales. No one would
say that in these cases the fall in value is due to the fall in demand
and not the improvement of the technical conditions of production.
And we can hardly say, from the example cited above, that the
increase of vatue is the resuit of the increase of demand, and not of
the worsening of the average technical conditions of production in
the given branch.

Let us examine the same question from another angle. Pro-
ponents of the theory of demand and supply assert that only com-
petition, or the point of intersection of the demand and supply
curves, determines the level of prices. Proponents of the labor theory
of value assert that the point of intersection and equilibrium of
supply and demand does not change at random, but fluctuates
around a given level which is determined by the technical conditions
of production. Let us examine this question with the example we
have been using.

The demand schedule shows nuimnerous possible combinations of
the volume of demand and the price; it does not give us any indica-
tion of the combinations which may take place in reality. No
combination has greater chances than the others. But as soon as we
turn to the supply schedule, we can say with confidence: the tech-
nical structure of the given branch of production and the level of
productivity of labor in it are limited in advance to the cxtremities of
the value fluctuations between 2 r. 75 k. and 3 r. 25 k. No matter
what the volume of demand, the fall of prices below 2 r. 75 k. makes
further production disadvantageous and impossible, given the tech-
nical conditions, However, a price rise above 3 1. 25 K. causes an
immense increase of supply and an opposite movement of prices. This
means that only three combinations of supply, determined by the
technical conditions of the given branch, confront the infinity of
possible demands. The raximum and mmimum possible changes of
value are established in advance. Our main task in analyzing supply
and demand consists of finding “the regulating limits or limiting
magnitudes” (C., 1iI, p. 363).

So far we only know the limits of the changes of value, but we
do not yet know it value will equal 2 1. 75 k., 3 v, or 3 1. 25 k.
Changes in the volume of production (100,000 arshins, 150,000
arshing or 200,000 arshins) and the extension of productivn to worse
enterprises changes the average magnitude of socially-necessary labor
per unit of output, ie., changes the value (or price of production).
These changes are expluined by the technical conditions of a given
branch.
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Among the three possible levels of value, the one that takes
place in reality is the level at which the volume of supply equals the
volume of demand (in demand schedule No. 1, that value is 3
roubles, and in schedule no 2, 3 r. 25 k.). In both cases the value
completely corresponds to the technical conditions of production. In
the first case the production of 150,000 arshins takes place in better
enterprises. In the second case, in order to produce 200,000 arshins,
the worse enterprises must also produce. This increases the average
expenditures of socially-necessury labor, and thus the value. Con-
sequently we reach our previous conclusion that demand may in-
directly influence only the volume of production. But since a change
in the volume of production is equivalent to a change in the average
technical conditions of production (given the technical properties of
the branch), this lecads to the increase of value. In every given case
the limits of possible changes of value and the magnitude of value
established in reality (obviously as the center of {luctuations of
market prices) are completely determined by the technical conditions of
production. Without reference to whole series of complicating condi-
tions and round-about methods, our analysis (whose goal is to
discover regularitics in the sceming chaos of the movement of prices
and in competition, in what are at first glunce accidental refations of
demand and supply) has led us directly to the level of development
of productive forces which, in the commodity-capitalist economy, is
reflected by the specific social form of value and by changes in the
magnitude of value. 17

17 The fact that costs of production increase together with an increase in
the volume of production (calculated per unit of output)was placed at the
foundation of Ricarda's theory of rent and was emphasized by representatives
of the Anglo-American and mathematical schools. We have felt it necessary to
devote special attention to this theory because of the theorctical interest which
this question has for the theory of value. In practice, the given question has a
great deal of significance for agriculture and for the extractive industry. How-
ever. in the context of manufacturing we more often meet cases of decreuses of
costs of production when the volume of production increases (calculated per
unit of cutputh
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4. Demand and Supply Equation

After the preceding analysis, it will not be hard for us to
determine value according to the well-known “demand and supply
cquation” in which the mathematical school formulates its theory of
price. This school revives an old theory of supply and demand,
eliminating its internal logical contradictions on a new methodological
basis. If the caslier theory held that price is determined by the inter-
relations betweenn demand and supply, the modern mathematical
school rigorously understands that the volume of demand and supply
depend on price. This way the proposition that there is a causal
dependence of price on demand and supply becomes a vicious circle,
The labor theory of value emerges from this vicious circle; it re-
cognizes that even if price is determined by supply and demand, the
faw of value in turn regulates supply. Supply changes in relation to
the development of productive forces and to changes in the quantity
of socially-necessary labor. The mathematical school has found a
different exit from this vicious circle: this school renounced the very
question of the cuausal dependence between the phenomena of price
and restricted itself to a mathematical formulation of the functional
dependence between price, on the one hand, and the volume of
demand and supply, on the other. This theory does not ask why
prices change, but only shows fiow simultaneous changes in price and
demand (or supply) take place. The theory illustrates this functional
dependence among the phenomena in the following diagram:18

18 In the Russian language, this diagram may be found in the following
books: Charles Gide, Osnovy politicheskor ekonomii (Principles of Political
Economy), 1916, p. 233: and his Istoriya ekonomicheskikh uchenii (History of
Economic Doctrines), 1918, p. 413. N. Shaposhnikov, Teoriya isennosti {
raspredeleniya (Theory of Value and Distribution), 1910, Chapter 1.
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DIAGRAM 1

The segments along the horizontal axs, 1, 2, 3, cle. (the
hornzontal coordinates) show the price per unit of output: ! rouble,
2 5., 3 1, ctc. The segmentls ulong the vertical axis (the vertical
coordinates) show the quantity of demand or supply, for example, /
means 100,000 units, /I means 200,000, etc. The demand curve
slopes downward; it starts very high at low prices; if the price 1s near
zero, demand is greater than X, re. 1,000,000. il the price is 10
roubles demund falls to zero. For every price there is a corresponding
volume of demand. To know the velume of demand, for example
when the price is 2 roubles, we must extend a vertical line to the
point where it cuts the demand curve. The ordinate will be ap-
proximately /V ie., al the price of 2 roubles the demand will be
400,000, The supply curve moves m an inverse sense {rom the
demand curve. It increases if prices increase. The point of intersection
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of the demand and supply curves determines the price ol com-
modities. If we extend a vertical projection from this point, we see
that the point is approximately at 3, ie., the price equals 3. The
amount of the vertical coordinate equals approximately I7], ie., at
the price of 3 roubles the demand and supply equal approximately
300,000, ie., demand and supply balance cach other; they are in
equilibrium. This is the equalization of supply and demand which
takes place in the given case of a price of 3 roubles. For any other
price, cquilibirum 15 impossible. If the price is below 3 roubles,
demand will be greater than supply; if the price is above 3 roubles,
the supply will exceed the demand.

From the diggram it follows that the price is determined ex-
clusively by the point of intersection of the demand and supply
curves. Since this point of intersection moves with every shift of one
of the curves, for example the demand curve, then it seems at first
glance that the change in demand changes the price, even if there are
no changes in the conditions of production. For example, in the case
of an increase in demand (the doited curve of increased demand o
the diagram) the demund curve will cross the same supply curve at a
different pomt, a pomt which corresponds to the quantity 5, This
means that in the case of the indicated incrcase of demand, the
cquilibrium between demand and supply will take place at a price of
5 roubles. It scems as if the price is not determined by the conditions
of production, but exclusively by the demand and supply curves. The
change in demund all alone changes the price which is identified with
value.

Such a conclusion is the result of an erroneous construction of
the supply curve. This cuzve is constructed according to the pattern
of the demand curve, but in the opposite direction, starting with the
lowest price. Actually, the mathematical economists grasp the fact
that if the price is ncar zero, there is no supply of goods. This is why
they start the supply curve, not at zero, but at a price which ap-
proaches 1, on our diagram close to%, Le., at 66% kopeks. If a price
is 66%— then the supply approaches the midpoint towards 7, i.e., it is
equal to 50,000; if the price is 3 roubles, supply equals I/, ie.,
300,000. At the price of 10 roubles, the curve increases to ap-
proximately VI -~ VII, ie., it is approximately equal to 650,000
units. Such a supply curve is possible if we are dealing with a market
situation at a given moment, If we assume that the normal price is 3
roubles and the normal volume of supply is 300,000, it is possible
that if prices fall catastrophically to 66—§- kopeks, only a small
number of producers will really be forced to seli goods at such a low
price, namely 50,000 units at this pricc. On the other hand, un
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unusual increase of prices to the level of 10 roubles forces producers
to deliver to the market all stocks and inventories and to expand
production immediately, if this is possible. It may happen, though it
is not very likely, that in this way they will succeed in delivering to
the market 650,000 units of goods. But from the accidental price of
one day we pass to the permanent, stable, average price which
determines the constant, average, normal volume of demand and
supply. 1If we want to find a functional connection between the
average level of prices and the average volume of demand and supply
on the diagram, we will immediately notice the crroncous construc-
tion of the supply curve. If an average volume of supply of 300,000
corresponds to an average price of 3 roubles, then the fall of price to
66% kopeks, given the previous technique of production, will not
result 'in a reduction of average supply io 50,000, but in a total
stoppage of supply and a transfer of capital from the given branch to
other branches. On the other hand, if the average price (given
constant conditions of production) increased from 3 roubles to 10
roubles, this would cause a continuous transfer of cupital from other
branches, and an increase of the average volume of supply would not
remain at 650,000, but would increase far beyond this magnitude.
Theoretically, supply would increase until this branch completely
devoured all the other branches of production. In practice, the
quantity supplied would be larger than any volume of demand. and
we could recognize it as an unlimited magnitude. As we can sce,
some instances of equilibrium between demand and supply, re-
presented in our diagram, unavoidably lead to a destruction of
equilibrium among the various branches of production, ie., to the
transfer of productive forces from one branch to another. Since such
a transfer changes the volume of supply, this also leads to a destruc-
tion of cquilibrium between demand and supply. Consequently, the
diagram only gives us a picture of a momentary state of the market
but does not show us a long-range, stable equilibrium berween
demand and supply, which may be theoretically understood only as
the result ol equilibrium between the various branches of production.
From the standpomnt of equilibrium in the distribution of social labor
among the various branches of production, the form of the supply
curve must be completely different from that shown in Diagram 1.
First of all let us assume (as we did at the beginning of tlus
chapter) that the price of production (or value) per uait of outpul is
a given magnitude (for example 3 roubles) independent of the volume
of production, if technical conditions are constant. This means that,
at the price of 3 roubles, equilibrium is established among the given
branches of production and other branches, and the transfer of
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capital {rom one branch to another stops. From this it follows that
the fall of price below 3 roubles will bring about a transter of capitaf
from the given sphere and a tendency to a total stoppage of supply
of the given commodity. However, the increase of price above 3
roubles will bring about a trunsfer of capital from other spheres and a
tendency to an unlimtted increase of production (we may point out
that we are, as earlicr, not talking of a temporary increase or decrease
of price, but of a constant, long-range level of prices, and of an
average, long-runge volume of supply and demund), Thus if the price
is below 3 roubles, supply will stop altogether, and if the price is
above 3 roubles, supply may be taken as unlimited in relation to the
demand. We do not present any supply curve. The equilibrium be-
tween demand and supply can only be established if the level of
prices coincides with value (3 roubles), The magmitude of the value (3
roubles) determines the volume of effective demand for a given com-
modity and the corresponding volume of supply (300,000 units of
output). The diagram has the following form:

DIAGRAM 2
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As we can see from this diagram, the technical conditions of
production {or socially-necessary labor in a technical sense) determine
value, or the center around which average prices fluctuate {in the
capitalist economy such a center will not be labor value, but rather
price of production). The vertical coordinate can be established only
in relation to the guantity 3, which signifies a value of 3 roubles.
However, the demand curve determines ounly the point which is
expressed by the vertical coordinate, namely the volume of effective
demand and the volume of production which, in the diagram, ap-
proaches the quantity I, i.c., 300,000. A shift of the demand curve,
for example an increase of demand for one or another reason, can
only increase the volume of supply (in the given example to Vi-i.e..
to 600,000—as can be seen from the dotted curve in the diagram) but
does not increase the average price which remains, as before, 3
roubles. This price is determined exclusively by the productivity of
labor or by the technical conditions of production.

Let us now introduce (as we did earlier) an additional condi-
fion. Let us assume that in the given sphere, enterprises of higher
productivity can supply to the market only a limited quantity of
goods; the rest of the goods have to be produced in enterprises of
average and low productivity. 1f the price of 2 1. 50 k. is the produc-
tion price (or value) in the better enterprises, the volume of supply
will be 200,000 units; if the price is 3 roubles, the supply is 300,000,
and at 3 r. 50 k., 400,000. If the average price is below 2 r. 50 k., a
tendency to compiete stoppage of production will become dominant.
If the average price is higher than 3 r. 50 k., a tendency toward
unlimited expansion of supply will dominate. Because of this, the
fluctuations of average prices are limited in advance by the minimum
of 2 r. 50 k. and the maximum of 3 r. 50 k. Three levels of average
prices or values are possible within these limits: 2 r. 50 k., 3 r., and 3
r. 50 k. Each of them corresponds to a determined volume of pro-
duction (200,000, 300,000 and 400,000) and thus to a given level of
productive technique. The diagram then has the following form:
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DIAGRAM 3

If in Diagram 2, the supply of goods (on the part of producers) took
place at a price of 3 roubles, now the supply takes place if the price
only reaches 2 r. 50 k. In this case the supply equals 11, i.e., 200,000
(the quantity on the ordinate, which is a projection from the letter
A). If the price is 3 roubles, supply will increase to IlI, i.e., to
300,000; on the diagram this corresponds to the letter C. If the price
is 3 r. 50 k., supply equals 1V, ie., 400,000 (corresponds to the
vertical coordinate of point B). Curve ACB is the supply curve. The
point of intersection of this supply curve with the demand curve (at
point C) determines the actual volume of supply and the correspond-
ing value or center of price fluctuations. In the given example, the
price is established at 3 roubles, and the volume of production equals
1il, ie., 300,000. Production will take place in the better and average
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enterprises. In such technical conditions of production, value and
average price are equal to 3 roubles. If the average demand curve
would shift downward slightly because of a long-runge decrease of
demand, it could meet the supply curve at point Aj; in this case the
average volume of supply would be equal to 200,000 units and pro-
duction would take place only in the better enterprises: value would
fall to 2 r. 50 k. If the demand curve would shift upward slightly
because of an increase in demand, it could meet the supply curve at
point B; the average volume of supply would equal 1V, ie., 400,000,
and value, 3 r. 50 k. The interrelation between the demand and
supply curves which was formuluted by the mathematical school, and
which this school represented in Disgram 1. exists in reality (if we
are dealing with average price and average volume of demand and
supply) only within the narrow limits of price fluctuations between 2
1. 50 k. and 3 r. 50 k., re., limits which arc eatirely established by
the production technigues in cnterprises with different levels of
productivity and by the quantitative interrelations among  these
enterprises, 1.e., by the average level of technique of a given branch.
Only m these narrow limits does supply have the form of a rising
curve. Every point of this curve then shows the quantity of produc-
uon and its corresponding price. Only within these narrow limits do
changes i the demand curve which shift the point of mtersection of
the demand curve with the supply curve (points A, C, or B) chuange
the volume of production. Such changes influence the average techni-
cal conditions m which the total mass of products are produced and
thus influence the magnitude of value (2 r. SO K., 3 1., 3 1. 50 k.).
But such an influence of demand on value takes place only through
changes in the technical conditions of production and is restricted to
narrow  limits  depending on the technicul structure of the given
branch. Since only demand can go beyond these limits, ity direct
wfluence (through production technique) on value ceases, Let us
assumie, for example, that demand mcreases, as is shown by the
dotted curve on the diagram. In diagram No. I, which was designed
by the mathematical cconomists, such an increase of demand leads to
the intersection of the demund curve with the supply curve at a point
which corresponds to the price of 5 roubles. 1t seems that the in-
crease of demand directly increases the value of the commodity.
However, on dingram No: 3, the average price cannot be greater than
3 1. 50 k., since such an increase would bring about a tendency to an
unlimited increase of supply, namely supply would outstrip demand.
The supply curve does not extend beyond B. Thus the increasing
demand curve does not intersect the supply curve; it intersects with
the projection which goes through point B and which corresponds to
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the maximum average price of 3 r. 50 k. This means that if the
volume of production increases to VI, ie., to 700,000, because of
increased demand, the value and average price will remain, as before,
3 r. 50 k. (more precisely, the price will be slightly grearer than 3 1.
50 k., and will tend towards this value from above, since by our
assumption, i the price 1s 3 r. 50 k. the quantity of production is
only 400,000). Thus the differciices between Diagram 1 and Diagram
3 consist of the following:

In Diagram 1, we have two curves (demand and supply) which
are not regulated by the conditions of production. Their intersection
may take place at any point, depending only on the direction of
these curves: consequently, the point of intersection may be estab-
lished by competition at any level Every change of demand directly
changes the price, which is considered identical with value.

In Diagram 3, supply does not, in advance, have the form of a
curve which allows an infinite number of points of intersection, but
has the form of a short line segment ACB, which is determined by
technical conditions of production, Competition is regulated in ud-
vance by the conditions of production. These conditions establish the
limits of changes of value or average prices. On the other hand, value,
which s m every case established within these limits, corresponds
exactly to the conditions of production which accompany the given
volume of production. Demand cannot influence value directly and
without It but only ndirectly, through changes in the technical
conditions of production and within narrow limits which are also
determined by these technical conditions. Consequently, the basic
premise of Marx’s theory remains in force: value and its changes are
determined exclusively by the level and development of the produc-
tvity of labor, or by the quantity of social labor necessary for the
production of a unit of output, given average technical conditions.



Chapter Eighteen

VALUE AND PRODUCTION PRICE

After finishing his cxamination ol the production relations
among commodity producers (theory of value) and belween capital-
ists and workers (theory of capital), Marx moves on to the analysis of
production relations among industrial cupitalists mn the different
branches of production {the theory of production price) in the third
volume of Capital. The compelition of capitals among different
sphicres of production leads to the formation of a general, average
profit rate and to the sale of commodities at production prices which
are equal to costs of production plus average profit and, quanti-
tatively, they do not coincide with the laborvalue of commedities.
The magnitude ol the costs of production and average profii as well
as their changes are explained by changes m the productivity of labor
and m the lubor-value of commoditics: this means that the laws of
changes in production prices can be understood only il we start with
the law of lubor value. On the other hund, the average profit rute and
the production price, which are regulators of the distribution of
capital among various branches of production, indirectly (through the
distribution of capitals) regulate the distribution of social {ubor
among the different spheres of production. The capitalist cconomy is
a sysiem of distribuied capitals which are in a dynamic equilibrium,
but this cconomy does not cease to be a systemn of distributed labor
which 15 in a dynamic equilibrium, as is true of any cconomy based
on a division of labor. It is only necessary to see under the visible
process of distribution of capital the invisible process of the distribu-
tion of social labor Marx succeeded m showmng clearly the relation
between these two processes by explaining the concept which serves
as the connecting link between them, namely the coneept of the
organic composition of capital. I we know the distribution of u given
capital o constant und variable capital, and the rate of surplus value,
we can easily determine the quantity of labor which this capital
brings into action, and we can move from the distribution of capital
to the distribution of fabor.

Thus, if in the third volume of Capital Marx gives the theory of
production price as the regulator of the distribution of capital, then
this theory is linked to the theory of value in two ways: on one
hand, production price 1s derived from labor-vulue; on the other
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hand, the distribution of capital leads to the distribution of social
labor. Instead of the schema of a simple commodity economy:
productivity of labor—abstract labor—value—distribution of sociul
labor, for a capitalist economy we get a more complex schema:
productiviry of labor—abstract labor-value--production price
distribution of capital - distribution of social labor. Marx’s theory of
production price does not contradict the theory of lubor-value. It is
based on the labor theory of value and includes this theory as one of
its components. This is clear if we remember that the labor theory of
value analyzes only one type of production relatton among people
(among commodity producers). However, the theory of production
price assumes the existence of all three basic types of production
relations among people in the capitalist society (relations among com-
modily producers, relations umong capitalists and workers, relations
among individual groups of industrial capitalists). If we limit the
capitalist economy to these three types of production relations, then
this economy becomes similur to a three-dimensional space in which
it is possible to determine a position only in terms of three dimen-
sions or three planes. Since a three-dimensionul space cannot be
reduced to one plane, so the theory of the capitalist economy cannot
be reduced to one theory, the labor theory of value. Just as in
three-dimensional space it is necessary to determined the distance of
each point from each of three planes, so the theory of the capitalist
economy presupposes the theory of production relations among com-
modity producers, te.. the labor theory of value. Critics of Marx’s
theory who see a contradiction between the labor theory of value
and the theory of production price do not grasp Marx’s method. This
method consists of a consistent analysis of various types ot produc-
tion relations among people or, so to speak, of various social dimen-
sions.

1. Distribution and Equilibrium of Capital

As we have seen, Marx analyzed the changes in the value of
commodities closely related to the working activity of commodity
producers. The exchange of two products of labor at their labor-value
means that equilibrium exists between two given branches of produe-
tion. Changes in the labor-value of a product destroy this labor equi-
librium and cause a trapsfer of labor from one branch of production
to another, bringing about a redistribution of productive forces in the
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soctal economy. Changes in the productive power of labor cause
mereases or decreases in the amount of lubor needed for the produc-
tion of given goods, bringing about corresponding increases or de-
creases in the values of commodities. Changes of value in turn bring
about a new distribution of labor between the given productive
branch and other branches. The productivity of labor influcnces the
distribution of social {abor through the labor-value,

This more or iess direct causal relation between the lubor-value
of products and the distribution of social labor assumes that changes
in the laborvalue of products directly affect producers, namely the
organizers of production, bringing about thenr transfer from one
spherc to another and. consequently, the redistribution of labor. In
other words. it 1s ussumed that the organizer of production is a direct
producer, a worker, and at the same time the owner ol means of
production, for example, a craftsman or a peasant. This petty pro-
ducer tries to direct fus labor to those spheres ol production where
the given quantity of labor yiclds him a product which s highly
valued on the market. The result of the distribution of social labor
among different spheres of production 1s that a determined quantity
of lubor of equal intensity, qualification, and so on, yiclds an approx-
imately equad market-value to producers m all the spheres of produc-
tion. Engaging thenr living labor in shoe production or m tailonng,
the craftsmen at the swme time engage past, accumulated labor, le.,
imstruments and materials of labor (or means of production in a wide
seuse of these terms) which are necessary for production u thew
aclivity. These means of production are nol usually very complicated,
their value is relatively insignilicant and thus, naturally, they do not
lead to significant differences between individual spheres ol crafts
production. The distribution of labor (living labor) umong individual
branches of production 1s accompanied by the distribution of means
of production (past labor) among these branches. The distribution of
labor, which is regulated by the law of labor-valuc, has a primary,
busic character; the distribution of mstruments of labor has a second-
ary, derived charuscler.

The distribution of labor is completely different mn a capitalist
cconomy. Since the organizers of production are in this case in-
dustrial capitalists, the expansion or contraction of production, i.e.,
the distribution of productive forces, depends on them. Capitalists
invest their capitals 1 the sphere of production which is most pro-
fituble. The transier of capital to the given spliere ol production
creates an increased demand for labor in that branch and con-
sequently an increase of wages. This attracts hands, living labor, to
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the given branch.! The distribution of productive forces among
individual spheres of the social economy takes the form of a distribu-
tion of capitals among these spheres. This distribution of capitals in
turn leads to a corresponding distribution of living labor, or labor-
power. If in a given country we observe an increase of capital in-
vested in coal mining, and an increase in the number of workers
employed in coal mining, we can ask ourselves which of these events
wus the cause of the other. Obviously, no one will disagree about the
answer: the transfer of capital led to the transfer of labor power, and
not inversely. In the capitalist society, the distribution of lubor is
reguluted by the distribution of capital. Thus if our goal (as before) is
to analyze the laws of distribution of social labor in the social
economy, we¢ must resort to a round-about path and proceed to a
prefiminary analysis of the lows of distribution of capital,

The simple commodity producer spends his labor in production
and tries to get a market value which is proportional to the labor he
expends on his product. This market value must be adequate for his
own and his family’s subsistence, and for the continuation of pro-
duction at the previous volume, or at a slightly expanded volume.
However, the capitalist spends his capital tor production. He tries to
get a return of capital which is larger than his original capital. Marx
formulated ts difference in his well-known formulas of the simple
commodity economy, C--M--C (commodity--money —commodity) and
the capitalist economy, M—C -M + m (money-—-commodity—increased
money). If we split this short formula we will see technical dif-
ferences (small and large-scule production) and social differences
(which social class organizes production) between the simple com-
modity cconomy and the capitalist economy. We will see differences
in the motives of producers (the craftsman strives to secure his sub-
sistence, the capitalist strives to increase value) as results of the
difterent character of production and the different social position of
the producer. “The expansion of value. which 15 the objective basis or
mainspring of the circulation M--C—M, becomes his subjective aim”
{C., I, p. 152). The capitulist directs his capital to one or another
sphere of production depending on the extent to which the capital
invested in the given sphere increases. The distribution ol capital
among different spheres of production depends on the rate of in-
crease of the capital in them.

1 “Wage-lubor subordinated by capital . . . must submit to being trans-
formed in accordance with the requirements of capital and to being transferred
from one sphere of production to another™ (C., 111, p. 195).
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The rate of increase ol capital is determined by the relation
between m, incremental capital, and M, invested capital. In the simple
commodity economy, the valuc of commoditics is expressed by the
formula: C = ¢ + (v + m).2 The craftsman subtracts the value of the
means of produutwn which he used, namely ¢, from the value of the
finished product, and the rest (v + m), which he added by his labor,
is spent partly for his own and his family’s subsistence goods (v) and
the remainder represents a fund for the expansion of consumption or
production {m). The same value of the product has the form € = (¢ +
v) + m for the capitalist. The capitalist subtracts (¢ + v) = k of
invested capital, or the costs of production, from the value of the
commodity, whether this is spent on the purchase of means of pro-
duction (¢) or on the labor force (v). He considers the remainder, m,
as his profit.3 Consequently, ¢ + v = k, and m = p. The formulz C =
(¢ + v) + m is transformed into the formula C = k + p, ie., “the
value of a commodity = cost-price + profit” (C,, 1il, p. 36). However,
the capitalist is not interested in the absolule quantity of profit, but
in the relation of llu. profit to the invested capital, namely in the
rate of profit p’ = k . The rate of profit expresses “the degree of
scll-expansion of the total capttal advanced” (C., HI, p. 45). Our
earlier statement that the distribution of capital depends on its rate
ol increase in various spheres of production means that the rate of
profit becomes the regulator of the distribution of capital,

The transfer of capital from spheres of production with low
rates of profit to spheres of production with ligher rates of profit
creates a tendency toward the equalization ol profit rates in all
spheres of production, a tendency toward the establishment of a
general profit rate. Obviously this tendency is never realized com-
pletely in an unorganized capitalist cconomy, since in this cconomy
complete equilibrium between the various sphicres of production does
not exist. But this absence of equilibrium, which is accompanied by
differences in rates of profit, leads to the transfer of capital, This
transler tends to equalize profit rates and to establish cquilibrium
amonyg the different productive branches, This “incessant equilibration
of constunt divergences” (C., fil, p. 196} provokes the striving of

2 C means the value of the commodity: ¢ = constunt cupital: v = vanable
capital; k = the whole capital; m = surplus value; m' = rate of surplus value, p =
profit; p* = rate of profit. The categorics ¢, v, and m are relevant only when
they are applied to the capitalist economy. We use these categortes in a condi-
tonal sense when we apply them to a simple commadity cconomy.

3 Here we treat the entire surplus value ay equal 1o profit.
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capital for the highest rate of profit. In capitalist production, “it is
rather a matter of realizing as much surplus-value, or profit, on
capital advanced for production, as any other cupital of the same
magnitude, or pro rata to its magnitude in whichever line it is
applied. . . In this form capital becomes conscious of itself as a socul
power in which every capitalist participates proportionally to his
share in the total social capital” (C., I, p. 195). In order tu establish
such a general average rate of profit, the existence of compettion
among capilalists engaged in different branches of production is
necessary. The possibility for the transfer of capital from one branch
{0 another is also necessary, since if this was not the case. vartous
rates of profit could be established in dilferent branches of produc-
tion. If such competition of capitals 15 possible, equilibrium umong
the different productive branches can be theoretically assumed only
m case the rates ol profit which exist  in these branches are
approximately equul. Capitalists who work in average, socially neces-
sary conditions in these productive branches will gan the general.
average rate of profit.

Capitals of equal value invested in different spheres of produc-
tion yield the seme profit. Capitals which differ in size yield profit in
proporiion to their size. 1f capitals K and Kl yield profits Pand P],
then

where p’ is the general, average rate of profit. But where does the
capitalist get his profit? From the selling price of his commodity. The
profit of the capitalist, p, is the surplus: the selling price of the
commodity minus the costs of production. Thus, the selling prices of
different commodities have to be set at a fevel at which capitalists,
the producers of these commodities, will receive a surplus from the
selling price, a profit, which is proportional to the stze of the in-
vested capital, after they reimburse, or pay for, thetr costs ol produc-
tion. The sclling price of gouds, which covers the costs of production
and yields an average profit on the whole wmvested capital, is called
the production price. In other words, production price is a price of
commuodities at which capitalists gain an average prolit on their
invested capital. Since cquilibrivm in the different branches of
production presupposes, as we have scen, that capitalists in all
branches of production receive an average profit, equilibrium between
the different spheres of production presupposes that the products are
sold at production prices. Production price corresponds {o the




VALUE AND PRODUCTION PRICE 229

equilibrium of the capitalist economy. This is a theoretically defined,
average level of prices at which the transfer of capital from one
branch to another no longer takes place. If the labor-value cor-
responded to the equilibrium of labor among the various spheres of
production, then the production price corresponds to the equilibrium
of capital invested in the different spheres. ““. . . price of production .
. is a prerequisite of supply, of the reproduction of commodities in
every individual sphere” (C, IIf, p. 198), ie., the condition of
equilibrium among the different spheres of the capitalist economy.

The production price should not be confused with the market-
price, which constantly fluctuates above and below it, sometimes
exceeding the production price, sometimes falling below it. The
production price is a theoretically defined center of equilibrium, a
regulator of the constant fluctuations of market prices. In conditions
of a capitalist economy, the production price performs the same
social function which the market-price determined by labor ex-
penditures performs in conditions of simple commodity production.
The first as well as the second are “equilibrium prices,” but labor
value corresponds to a state of equilibrium in the distribution of
labor among the various spheres of the simple commodity economy,
and production price corresponds to the equilibrium state in the
distribution of capitals among the different spheres in the capitalist
cconomy. This distribution of capital in turn points to a certain
distribution of labor. We can see that competition leads to the es-
tablishment of a different price level of commodities in different
social forms of economy. As Hilferding said, very much to the point,
competition can explain only the “tendency towards the establish-
ment of equality in economic relations” for individual commodity
producers. But what does the equality among these economic rela-
tions consist of? The equality depends on the objective social struc-
ture of the social cconomy. In one case it will be an equality of
labor, in another case an equality of capital.

As we have seen, production price equals costs of production
plus the average profit on invested capital. If the average profit rate is
given, then it 1s not difficult to calculate the production price. Let us
assume that the invested cupital is 100, the average rate of profit
22%. 1f the advanced capital is amortized during the year, then the
production price is equal to the entire capital. The production price
equals 100 + 22 = 122. The calculation is more complex if only one
part of the fixed invested capital is used up during the year. If the
capital of 100 consists of 20 v and 80 ¢, {rom which only 50 ¢ are
used up during the year, then the costs of production are equal to 50
¢+ 20 v = 70. To this sum is added 22%. This percentage is not
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calculated on the basis of the costs of production, 70, but of the
entire invested capital, 100, Thus the production price is 70 + 22 =
92 (C., Ilf, pp. 154-155). 1f from the same constant capital of 80 c,
only 30 ¢ were used up during the year, then the costs of production
would be 30 ¢ + 20 v = 50. To this sum, as before, is added the
profit of 22. The production price of the commodity equals the coszs
of production plus the average profit on the entire invested capital.

2. Distribution of Capital and Distribution of Labor

To simplify our computations, we will assume that the entire
invested capital is used up during the year, ie., that the costs of
production are equal to the invested capital. If two commodities are
produced by means of capitals K and K,, then the production
price of the first commodity equals K + p K, and of the second,
K, + p° K,;.* The production prices of two commodities are
rc;atcd to cuc’h other m the following way:

K+p K _ K(d+p) _ K
K1+ P K, Ki(i +p) Kl

Production prices of commodities are proportional to the
capitals by means of which the commodities are produced. Com-

4 Marx usually uses the formula K + Kp’, understanding K as the costs
of production, and not as capital (C., I, p. 165, p. 173). But elsewhere he
says that equal capitals produce commodities which have the same production
price “il we abstract the fact that a part of fixed capital enters the labor
process withoui entering the process of inereasing value” ( Thieorien Uber den
Mehrwere, 1, p. 76). The formula of the proportionalily of production prices
with capitals, which we cited above, can be maintained even with a partial
consumption of fixed capital, i’ “the value of the unused part of the fixed
capital s caleulated in the product” (fbid., p. 174). Let us assume thatl the fivst
capital, 100, consists of 80 ¢ + 20 v, and that the consumption of lixed capital
is B0 ¢. Another capital of 100 consists of 70 ¢ + 30 v, and the consumption
of fixed capital is 20 ¢. The average rate of profit is 20%. The production price
ol the first product is 80, and of the second 70, namely the production prices
are not equal even though the capitals are equal. However, il the unused part
of the fixed capilad, namely 30, is added to the number 90, and if we add 50
to 70, then m both cases we get 120. Production prices which include the
unused parl. of lixed capital are proportionl to capital. See the detailed
caleulation in Kautsky’s note in Theoricn iiber den Mehrwert, I, p. 74, and
see ulso Capital. 1, p. 213, especially the footnote,
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modities have the same production price if they are produced with
the same capitals. The equalization, on the market, of two com-
modities which are produced in different branches, means the
equality of two capitals.

The market equalization of commodities produced with equal
capitals means an equalization of commodities produced with unequal
quantities of labor. Equal capitals with different organic compusitions
put different quantities of labor into action. Let us assume that one
capital of 100 consists of 70 ¢ and 30 v. Another capital of 100
consists of 90 ¢ and 10 v. If the rate of surplus value is 100%, the
living labor of workers is twice as large as the paid labor expressed by
the variable capital (i.e., the wage). Thus 70 units of past labor and
60 units of living labor are expended on the production of the first
commodity—a total of 130; 90 units of past lubor and 20 units of
living labor are expended on the production of the sccond com-
modity—a total of 110. Since both commodities were produced by
equal capitals, they are equalized with each other on the market
regardless of the fact that they were produced by unequal quantities
of labor. The equality of capitals means the inequality of labor.

The divergence between the size of the capitals and the amount
of lubor is also due to differences in the turnover period of the
variable part of the capital. We assume that the organic composition
of both capitals is equal, namely 80 ¢ + 20 v. However, the variable
part of the first capital circulates once a year, and of the second
capital, three times, ie., every third of a year the capitalist pays his
workers 20 v. The sum of wages paid to the workers during the year
cquals 60. It is obvious that the labor expenditures for the first
commodity arc 80 + 40 = 120, and for the second commodity, 80 +
120 = 200. But since the invested capitals, despite the differences in
the turnover period, ure 100 in both cases, the commodities are
cqualized with each other even though they are produced by unequal
amounts of labor. It is necessary to mention that “the difference in
the period of turnover is in itself of no importance, except so far as
it affects the mass of surplus-labor appropriated and realized by the
same capital in a given time” (C, [, p. 152), ie., if we are dealing
with the difference in the turnover period of variable capital. The
phenomena mentioned here, namely the differences in the organic
composition of capital and in the turnover period, can in the last
analysis be reduced to the fact that the size of capital in itself cannot
serve as an indicator of the amount of living labor which it activates,
since this amount of labor depends on: 1) the size of the variable
capital, and 2) the number of its turnovers.
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MARX’S LABOR THEORY OF VALUE

Consequently, we reach a conclusion which at first glance con-
tradicts the labor theory of value. Starting with the basic law of
equilibrium of the capitalist economy, namely from equal rates of
profit for all spheres of production, {rom the sale of commodities by
production prices which contain equal profit rates, we reach the
following results. Equal capitals activate unequal quantities of labor.
Equal production prices correspond to unequal labor-values. In the
labor theory of value the basic elements of our reasoning were the
lubor-value of commeodities as a function of the productivity of labor,
and the diswribution of labor among different spheres of production
in a state of equilibrium. But the production price does not coincide
with the labor value and the distribution of cupital does not coincide
with the distribution of labor. Does this meuan that the basic clements
of the labor theory of value are completely superfluous for analyzing
the capitalist economy, that we must throw out this unnccessary
theoretical ballast and concentrate our attention exclusively on the
production price and the distribution of capital? We will try to show
that the analysis of production prices and distribution of capital in
turn presupposes lubor-value, that these central links of the theory of
the capitalist economy do not exclude the links of the lubor theory
of value which were treated above. On the contrary, in our further
analysis we will show that production price and distribution of
capitals lead to labor-value and distribution of labor and, paralicl with
them, are included in a general theory of equilibrium of the capitalist
cconomy. We must build a bridge {rom the distribution of capitals to
the distribution of lubor, and from production price to labor-value.
First of all, we will deal with the first half of this task.

We have scen that the distribution of capitals does not coincide
with the distribution of labor, that the equality of capital means an
mequality of labor. If a capital of 100, expended in a given sphere of
production, is cqualized, through the exchange of commodities on
the market, with a capital of 100 spent in any other sphere of pro-
duction, then, if there are differences in the organic composition of
these capitals, this will mean that the given quantity of labor ex-
pended in the first branch will be equalized with another quantity of
labor, expended m the second branch, which is not equal to the first
quantity. Now we must still determine precisely wihat quantities of
labor spent in different spheres of production are equalized with each
other. Even though the size of the capitals does not coincide quan-
titatively with the amounts of labor which they activated, this does
not mean that therc is no close connection between these capitals
and the labor. This connection can be observed if we know the
organic composition of the capitals. If the first capital consists of 80
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¢+ 20 v, and the second of 70 ¢ + 30 v, and if the rate of surplus
value is 100%, then the first capital activates 40 units of living labor
and the second 60. At the given ratec of surplus value, “a certain
quantity of variable capital represents a definite quantily of labor-
power sel in motion, and therefore a definite quantity of materialized
labor” (C., Ili, p. 144). “The variable capital thus serves here (as is
always the case when the wage is given) as an index of the amount of
labor set in motion by a definite total capital” {Ibid. ). Thus we know
that, in the first sphere of production, the total amount of labor
expenditure consists of 120 (80 past and 40 living) and in the second
of 130 (70 pust and 60 living). Starting irom a distribution of capi-
tals among given spheres of production (100 cach), we have arrived,
through the organic composilion of capital, to the distribution of
social labor between these spheres (120 1 the first and 130 in the
second). We know that the amount of labor of 120, expended in the
first branch, is equalized with a mass of labor of 130 expended in the
second sphere. The capitalist economy establishes equilibrium be-
tween unequal quantities of lubor i they are uctivated by equul
capitals. Through the laws of equilibrium of capitals we liave come to
the equilibrium in the distribution of lubor. Actually, in conditions of
simple commodily production, cquilibrium is estublished between
equal quantities of labor, and in conditions of a capitalist cconomy,
between uncqual quantities. But the task of scientific analysis consists
of clearly formulating the laws of ecquilibrium and distribution of
labor no matter what form this formula takes. If we are dealing with
a simple schema ol distribution of iubor wluch is determined by the
labor-value (which in turn depends on the productivity of lubor},
then we gel the formula of cqual quantities of lubor. I we assume
that the distribution of labor is determined by the distribution of
capital, whiclt acquires meaning as an intermediate link m the causal
chain, then the formula of the distribution of labor depends on the
formula of the distribution ol capitals: unequal masses of lubor which
are activated by equal capitals are cqualized with cach other. The
subject of our analysis remams, as before, the equilibrium and the
distribution of sociul labor. In the capitalist economy this distribution
is realized through the distribution of capitals. This is why the form-
ula on the equilibrium of labor becomes more complex than for the
simple commodity cconomy: it is derived {rom the formula for the
equilibrium of capitals.

As we have scen, the equalization of things on the market is
closely connected with the equalization of fabor in & capitalist socicty
as well. If the products of two spheres are equalized on the market,
and if they are produced with equal amounts ol capital and with the
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expenditure of unequal masses of labor, this means that in the pro-
cess of distribution of social labor among the different branches,
uncqual masses of labor activated by equal capitals are equalized with
each other. Marx did not limit himself to pointing out the inequality
of the labor-value of two commodities with equal production prices:
he gave us a theoretical formula for the deviation of production price
from labor-value. Nor did he limit himsell to the assertion that in the
capitalist cconomy, unequal masses of labor expended in different
spheres are equalized with each other: he gave us a theoretical
formula for the deviation of the distribution of labor from the dis-
tribution of capitals, i.e., he established a relation between both of
these processes through the concept of the organic composition of
capital,

To illustrate what we have outlined, we can cite the first half
of Marx’s (uble in Volume III of Cupital (we have changed some of
the headings). “Let us take five different spheres of production, and
let the capital in each have a different organic composition” (C., 11,
p. 155). The total sum of social capital equals 500, and the rate of
surplus value is 100%.

Distribution Organic Composition Distribution
of capitals of capital of labor
L 100 80c+20v 120
f1. 100 70 c+30v 130
. (00 60 c+40v 140
Iv. {00 85 c+ 15v 115
V. 100 95 ¢+ Sy 105

We have called the third column “distribution of labor.” This
column shows the amount of labor expended in each sphere. Marx
called this column “Value of products.” because the labor value of
the total product of cach sphere of production is determined by the
quantity of labor expended in each sphere. Critics of Murx’s theory
hold that this title, “Value of the Product,” is fictional, artificially
constructed, and theoretically superfluous. They do not take into
account that this column does not only show the labor valuc of the
different spheres of production, but also the distribution of social
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labor among the different spheres of production, i.e., a phenomenon
which exists objectively and has central significance for economic
theory. Rejection of this column is equivalent to the rejection of
economic theory, which analyzes the working activity of society. The
table clearly shows how Marx bridged the distribution of capital,
through the organic composition of capital, with the distribution of
social labor.® Thus the causal chain of connections becomes more
profound and acquires the following form: production price—distribu-
tion of capirals—distribution of social lebor. Now we must turn to
the analysis of the first link of this chain, production price, and to
see if this link does not presuppose other, more primary links.

3. Production Price

Above we reached the following schema of causal relations:
production price—distribution of capitals—distribution of labor. The
starting point of this schema is production price. Can we remain with
production price in our analysis, or must we take the analysis
further? What is production price? Costs of production plus average
profit. But what do costs of production consist of? They consist of
the value of the constant and variable capital spent in production.
Let us take the next step by asking: what is the value of constant
and variable capital equal to? It is obviously equal to the value of the
commoditics which are its componenis (namely machines, raw mate-
riuls, subsistence goods, etc.). In this way all our arguments turn in a
vicious circle: the value of commodities is explained by production
prices, i.e., costs of production or value of capital, and the value of
capital, in turn, is reduced to the value of commodities. “Determining
the value of commodities by the value of capitals is the same as
determining the value of commodities by the value of commodities”
{Theorien iiber den Mehrwert, 11, p. 82),

3 Unfortunately, Marx did not succeed in developing in greater detail the
question of the relation between the distribution of capitals and the distribu-
tion of labor, but it is clear that he thought he would return to this question.
Marx dwells on the question “‘whether the labor is therefore proportienately
distributed among the different spheres in keeping with these social nceds,
which are quantitatively circumscribed.” In a parenthesis, Marx adds: “This
point is to be noted in the distribution of capital among the various spheres of
production” (C., III, pp. 635-636).
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To prevent production price from becoming a vicious circle, we
must find those conditions which lead to changes in production
prices and in average rates of profit. We will begin with costs of
production.

If the average rate of profit remains unchanged, then the pro-
duction prices of commodities change when the costs of production
change. Costs of production of given commodities change in the
following instances: 1) when the relative quantities of means of pro-
duction, and the labor necessary for production, change, namely
when the productivity of labor in the given sphere of production
changes, given constant prices: 2) when the prices of means of pro-
duction change, this presupposes changes in the productivity of labor
in branches which produce these means of production (if the relative
quantity of means of production and labor force are constant). In
both cases, costs of production change in relation to changes in the
productivity of labor, and, conscquently, in relation to changes in
labor value. Thus, “the general rate of profit remains unchanged. In
this case the price of production of a commodity can change only if
its own value has changed. This may be due to more, or less, labor
being required to reproduce the commodity in question, either
because of a change in the productivity of lubor which produces thus
commodity in its final form, or of the labor which produces those
commodities that go into its production. The price of production of
cotton yarn may fall, either because raw cotton is produced cheaper
than before, or because the labor of spinning has become more
productive duc to improved machinery” (C., I, p. 206; also see p.
165). Tt is necessary to note that production prices expressed quanti-
tatively do not exactly coincide with the labor-value of the com-
modities whiclh are their constituents. “Since the price of production
may differ from the value of a commodity, it follows that the cost-
price of a commodity containing this price of production of another
commodity may also stand above or below that portion of its total
value derived from the value of the means of production consumed
by it” (C., HI, pp. 164-165} We can see that this circumstance, to
which Tugan-Baronovskii attached such great significance in his
critique of Marx’s theory, was well known te Marx lumself. Marx
even cautioned “that there is always the possibility of an error if the
cost-price of a commeodity in any particular sphere is identified with
the value of the means of production consumed by it” (C., I, p.
165). But this deviation does not in any way conflict with the fact
that changes in labor-value which are caused by changes in the pro-
ductivity of labor bring about changes in costs of production and
thus in production prices. This is precisely what had to be proved.
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The fact that the quantitative expressions of different series of events
diverge does not remove the existence of a causal relation among
them nor deny that changes in one series depend on changes in the
other. Our task is complete if we can only establish the laws of this
dependence.

The second part of production price, besides costs of produc-
tion, is average profit, i.e., the average rate of profit multiplied by
the capital. We must now examine in greater detail the formation of
average profit, its magnitude, and its changes.

The theory of profit analyzes the interrelations, and the laws of
change, of the incomes of individual industriai capitalists and groups
of capitalists. But the production relations among individual capital-
ists and their groups cannot be understood without a preliminary
analysis of the basic production relation between the class of capi-
talists and the class of wage laborers. Thus the theory of profit,
which analyzes the interrelations among the incomes of individual
capitalists and their groups, is built by Marx on the basis of the
theory of surplus value, in which he analyzed the interrelations be-
tween the income of the capitalist class and the class of wage labor-
ers.

We know from the theory of surplus value that in capitalist
society the value of a product is broken down to the following three
components. One part (¢} compensates the value of constant capital
used up in production—this is a reproduced, and not a newly-
produced value. When this value is subtracted from the value of the
whole product (C — ¢), we get the value produced by living labor,
“created” by it. This value is a result of the given process of produc-
tion. It, in turn, is composed of two parts: one (v} reimburses the
workers for the value of the subsistence goods, i.e., refunds their
wages, or the variable capital. The remainder, m =C —¢c —v=C —
(¢ + v) = C — k, is the surplus value which belongs to the capitalist
and which he spends for the purpose of personal consumption and
for the expansion of production (i.e., accumulation). In this way the
entire value which is received is divided into a fund for the reproduc-
tion of constant capital (c), the subsistence fund of labor or the
reproduction of labor power (v), and the fund for the subsistence of
the capitalist and for expanded reproduction (m).

Surplus value arises because the labor which is expended by
workers in the process of production is larger than the labor neces-
sary for the production of their subsistence fund. This means that
surplus value jncreases to the extent that the labor expended in pro-
duction increases and the labor necessary for the production of the
worker’s subsistence fund decreases. Surplus value is determined by
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the difference between total labor and paid lubor, namely by the
unpaid or surplus labor. Surplus value is “created” by surplus labor.
However, as we explained above, it is erroneous to represent the
problem as if the surplus labor, as if the material activity, “created”
surplus value as a property of things. Surplus labor “‘is expressed,” “is
manifested,” “is represented” (sich darstellt) in surplus value. Changes
in the magnitude of surplus value depend on changes in the quantity
of surplus labor.

The magnitude of surplus labor depends: 1) on its relation to
the necessary, paid labor, i.c., on the rate of swrplus labor or the rate
of surplus value 2 2) (if we tuke this rate as given) on the number
of workers® ic., on the quantily of living labor which is activated by
capital. 1f the rate of surplus value is given, the tolal sum of surplus
value depends on the total quantity of living labor and, consequently,
on the surplus labor. Let us now take two equal capitals, of 100
cach, which give equal profit because of the tendency of the profit
rate to equalize. If the capitals are spent cxclusively to pay for the
labor power (v), then they activate equal masses of living labor and,
consequently, of surplus labor. Here equal profits correspond to equal
capitals and also to equal quantities of surplus labor, so that profit
comeides with surplus value. We get the same result if both capitals
are allocated in equal proportions to constant and variable capital.
The cquality of variable capitals means the cquality of living labor
which this capital activates. But if a capital of 100 in one sphere of
production equals 70 ¢ + 30 v, and another capital ol 100 in another
sphere equals 90 ¢ + 10 v, then the mass of living labor which they
activate and consequently the masses of surplus labor are not equal.
Nevertheless, these capitals, being equal, yield equal profit, for
example 20, because of the competition of capitals among different
spheres of production. It is obvious that the profits which these
capitals yield do not correspond to the masses of living labor which
these capitals activate and consequently, to the musses of surplus
labor. The profits are not proportional to the masses of labor. In
other words, capitalists get sums of profit which differ from those
they would get if profits were proportional to surplus labor or
surplus value, Only in this context can we understand Marx’s state-
ment that capitalists “do not secure the surplus-value, and conse-
quently the profit, creaicd n their own sphere by the production of
these commodities” (C., 11, p. 158). Some of Marx’s critics under-

6 The length of the working day and the intensity of labor are considered
given.
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stood him to mean that the first of the capitals mentioned above
seems to “give” the second capital 10 units of labor activated by the
first capital; part of the surplus labor and surplus value “overflow,”
like liquid, from onc sphere of production to another, namely from
spheres with a low organic composition of capital to spheres which
are distinguished by a high organic composition of capital: “Surplus
values which are taken from workers in individual branches of pro-
duction must flow from one sphere to another uniil the profit rate is
equal and all capitals gain an average ratc of profit. . . However,
such an  asswmption is impossible, since surplus value does not
represent an original money price, but only crystallized labor-time. In
this form it cannot flow from onc sphere to another. And, what is
even more importani, in reality it is not surplus value that flows, but
the capitals themselves that flow from one sphere of production to
another until the rates of profit are equalized.” 7 It is perfectly
obvious, and need not be proved here, that according to Marx the
process of cqualization of rates of profit takes place through the
transfer of capitals, and not of surplus values, from one sphere to
another (C., I, pp. 195, 158, 179, 236, and elsewhere). Since the
production prices established in different spheres of production
contain equal profit rates, the transfer of capital leads to the fact
that the profits rceeived by the capitals are not proportional to the
quantitics of living labor nor the surplus labor activated by the
cupitals. But if' the relationship between the profits of two capitals
engaged in different sphercs of production does not correspond to
the relationship between the living labors engaged by these capitals, it
does not follow that a part of swrplus labor or surplus value “is
transferred,” “overflows,” from one sphere of production to another.
Such a conception, based on a literal interpretation of some of
Marx’s statements, sometimes steals into the work of some Marxists;
it arises from a view of value as a material object which has the
characteristics of a liquid. However, if value is not a substance which
flows from one man to another, but a social relation among people,
fixed. “expressed,” “‘represented” in things. then the conception of
the overflow of value {rom one sphere of production {o another does
not result from Marx’s theory of value but basically contradicts
Marx’s theory of value as a social phenomenon,

7 Badge, Der Kapualprofit, 1920, p. 48. E. Heimann constructed his
critique on the same basis. Heimann, “Mcthodologisches zu den Problemen des
Wertes,” Archiv filr Sozialwissenschaft w. Soziulpolitik, 1913, B. 37, H. 3, p.
777.
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If, in capitalist society, there is no direct dependence between
the profit of the capitalist and the quantity of living and thus surplus
labor which is activated by capital, does this mean that we should
completely give up the search for laws of the formation of average
rates of profit and for causes which mfluence their level? Why is the
average rate of profit in a given country 10%, and not 5% or 25%?
We do not look to political economy for an exact formula for the
caleulation of the average profit rate in each case. However, we do
loock to political economy not to take a given rate of profil as the
starting-point for analysis (a starting-point which does not have 1o be
explained), but rather to try to determine the basic causes of the
chain of events responsible for increases or decreases in the average
rale of profit, ie., the changes which determine the level of profit.
This was Marx’s task in his well known tables in Chapter 9 of
Volume HI of Capital Since the second and third of Marx’s tables
take into account the partial consumption of fixed capital, we will
take this as the basis ol his first table in order not to complicate the
computations. We will complete this table in a consistent manner.
Marx takes five different spheres of production, with capitals of
different organic compositions invested in them. The rate of surplus
value is everywhere equal to 100%.

Labor Surpius Average { Production Deviations of
Value Value Rate of Price of Praoduction Price
Capitals of Profit Products from Valuc
Products (and of

Protit from
Surplus Value)

L B0 + 20v 120 20 22% 122 +2
1L 70¢ + 30v 130 30 22% 122 -8
1. 60c + 40v 140 40 22% 122 -18
V. B5¢ + 15v 115 15 22% 122 + 7
V. 9S5c+ 5 v 105 5 22% 122 +17

390c + 110v 610 110 110 610 0

18c+ 22| o 22 —— S ———
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The total capital of society consists of 500, of which 390 is ¢
and 110 is v. This capital is distributed among five spheres, with 100
in each. The organic composition of capital shows how much living
labor, and thus surplus labor, is in cach sphere. The total labor-value
of the product 1s 610, and the total surplus value is 110. If the
commodities of cach sphere would be sold by their labor values, or,
which is the same thing, if the profits in each sphere would cor-
respond fo the quantities of living lubor and thus the surplus labor
engaged in each sphere, then the profit rates of the individual spheres
of production would be: 20%, 30%, 40%, 15%, and 5%. The spheres
with the lowest organic composition of capital would get higher
profit, and the spheres with a higher organic composition would get a
lower profit. But, as we know, such different rates of profit are not
possible in the capitalist society, since this would cause a transfer of
capitals from spheres with low rates of profit to spheres with high
rates, unti} the same rate of profit 1s established in all spheres. The
profit rate in the given case is 22%. Commodities produced by equal
capitals of 100 are sold at equal production prices of 122, even
though they are produced by unequal quantities of labor. Every
capital of 100 receives a profit of 22%, even though equal capitaly
activate unequal quantities of surplus labor in the different spheres,
“Every 100 of an invested capital, whatever its composition, draws as
much profit in a year, or any other period of time, as falls to the
share of every 100, the n’th part of the total capital, during the same
period. So far as profits are concerned, the various capitalists are just
so many stockholders in a stock company in which the shares of
profit are uniformly divided per 100, so that profits differ in the casc
of the individual capitalists only in accordance with the amount of
capital invested by each in the aggregate enterprise, i.e.. according to
his invesiment in social production as a whole, according to the
number of his shares” (C,, IIl, p. 158).

However, at which level 1s the average rate of profit es-
tablished? Why is this rate equal precisely to 22%? Let us imagine
that all the spheres of production are arranged in a decreasing
sequence depending on the amount of living lubor activated by each
100 units of capital. The variable parts of the capitals (taken in
percentage shares) decrease from the top down (or the organic
composition of capital increases {rom the top down). Parallel with
this and in the same relation, the rates of profit decrease from the
top down. The rate of profit which falls to each capital depends (in
this example) on the quantity of living labor which the capital
activates, or on the size of its variable capital. But as we know, such
a difference in rates of profit is impossible. Competition among
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capitals would establish an average profit rate for all spheres of
production; this average rate would be situated somewhere near the
middle of the falling rates of profit. This average rate of profit cor-
responds to a capital which activates an average quantity of living
labor or an average size of variable capital. In other words, the
“average rate of profit . . . is the percentage of profit in that sphere
of average composition in which profit, therefore, coincides with
surplus-value” (C,, I, p. 173). In the given case, the entire social
capital of 500 consists of 390 ¢ + 110 v, the average composition of
cach 100 is 78 ¢ + 22 v; if the rate of surplus value is 100%, every
100 of this cupital of average composition gets a 22% rate of surplus
value. The magnitude of this surplus value determines the size of the
average rate of profit. This rate, consequently, is determined by the
relation of the total mass of surpius value (m) produced in the
society, to the total social capital (K), or p’ =E.

Marx reaches the same conclusion in a different way. He uses
the method of comparison which he often uses to explain the charac-
teristic properties of the capitalist economy. In the given problem,
the question of the average rate of profit, he compares the developed
capitalist economy to 1) a simple commodity economy, and 2) an
embryonic or hypothetical capitalist cconomy, which differs from
developed capitalism by the absence of competition among capitals in
different spheres of production, i.c., each capital is fixed within a
given sphere of production.

Thus we can assume first of all a society of simple commodity
producers who possess means of production with the value of 390
labor units; the living labor of its members amounts to 220. The
productive forces of the society, which make up 610 units of living
and past labor, are distributed among five spheres of production. The
comtbination of living and past labor 1s different in each sphere,
depending on the technical properties of each sphere. Let us assume
that the combinations are as follows (the first number represents past
lubor, the second living): I 80 + 40, II 70 + 60, II1 60 + 80, IV 85 +
30, V 95 + 10. Let us assume that the productivity of labor has
reached such a level of development that the petty producer repro-
duces the value of his subsistence goods with half his labor. Then the
total value of the production, 610, breaks down into a fund of
reproduction of means of production, 390, a fund for the subsistence
of the producers, 110, and surplus value, [10. The surplus value
remains in the hands of these same petty producers. They can spend
it to expand consumption, to expand production (or partly for one
and partly for the other). This surplus value of 110 will be pro-
portionally distributed among the different spheres of production and
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the individual producers in terms of the labor expended. The dis-
tribution among the individual spheres will be: 20, 30, 40, 15, 5.
Actually, these masses of surplus value are proportional only to the
masses of living labor, and not to the past labor allocated to each
sphere, If the masses of surplus value are calculated on the whole
quantity of labor in each sphere /living and past) they give unequal
rates of profit.8 But in a simple commodity economy. producers are
not aware of the category profit. They do not look at means of
production as capital which must yield a given rate of profit, but as
conditions for the activation of labor which give each commodity
producer the possibility to put his labor on equal terms with that of
other commodity prodicers, ic., on terms or in conditions where
equal quantities of living labor yield equal value.

Let us now assumec that capitalists, and not petty cummodity
producers, are dominant in the economy. The other conditions
remain unchanged. The value of the entire product, and the value of
individual funds into which it breaks down, remain unchanged. The
difterence is that the fund for expanded consumption and expanded
production (or surplus value) of 110 does not remain in the hands of
dircet producers, but is in the hands of capitalists. The same total
social value is distributed in a different way between the social
classes. Since the valuc of the product of individual spheres of pro-
duction has not changed, the surplus value is distributed in the same
proportions as before between individual spheres and individual
capitalists. The capitalists m each of the five spheres get: 20, 30, 40,
15, 5. But they calculate these masses ol surplus value on the entire
invested capital, which is 100 in each sphere. As a result, the rates of
profit are different. They can only be different because of the
absence of competition between the individual spheres of production.

Finally, let us puss {rom hypothetical capitalism to actual
capitalism, where therc 18 competition of capital between the dif-
ferent spheres of production. Here different rates of profit are
impossibie, because this would cause a movement of capital from one
sphere to another until all spheres had the same rate of profit. In
other words, the distribution of the earlier mass of surplus value
between different spheres and between individual capitalists will now

8 It is understood that the categories of surplus valuc and profit are not
known in the simple commodity economy. Here we are dealing with that purt
of the value of commodities produced by simple commodity producers which
would have the form of surplus value or profit in conditions of a capitalisi
ccononty.



244 MARX’S LABOR THEORY OF VALUE

be different; it will be proportional to the capitals invested in the
spheres. The distribution of the surplus value is modified, but the
total value of the fund of expanded consumption and expanded
reproduction remain unchanged. The carlier mass of surplus value is
now distributed among individual capitalists according to the size of
their capitals. The average rate of projit is thus derived. It Is de-
termined by the relation of the total surplus value to the total social
capital,

The comparison of a simple commodity economy, a hypotheti-
cal capitalist cconomy and a developed capitalist economy is not
developed by Marx in the form in which we have presented it. Marx
speaks of simple commodity production in Chapter 10 of the third
volume of Capital. He takes a hypothetical capitalist economy as the
basis of his analysis in Chapter 8 and in the tables of Chapter 9,
where he assumes the absence of competition among individual
spheres, and different profit rates. The comparison of the three dif-
ferent types of economy which we have carried out leads to certain
doubts. A simple commodity economy presupposes the dominance of
living labor over past labor, and an approximately homogeneous rela-
tion between living and past labor in the various branches of produc-
tion. However, in our schemas this relation is assumed to be different
in each sphere. This objection does not have 4 greal deal of signifi-
cance because different relations between living and past labor (even
though they were not characteristic of the simple commodity ccon-
omy) do not logically contradict that type of cconomy und may be
used as an assumption in a theoretical schema. More serious doubts
are aroused by the schema of the embryonic or hypothetical capi-
talist economy. If the absence of competition among the capitalists
of the different spheres of that economy explains why commoditics
are not sold according to production prices, this absence of competi-
fion also makes it impossible to explain the sale of goods according
to their Jabor values. In the simple commodity economy, the sale of
goods according to fubor-values can be maintained only on the con-
dition that laubor can transfer from one sphere to another, ie., if
there is competition among spheres of production. In one passage
Marx noted that the sale of goods by their labor values assumes as a
necessary condition that no natural or artificial monopoly makes it
possible for the contracting sides to seil above value or forces them
to sell below value (C., I, p. 178). But if there is no competition
among capitals, if each capital 1s fixed in ecach sphere, then the state
of monopoly results. Sales st prices above labor-yalues do not bring
about a transfer of capitul from other spheres. Sales at prices below
labor-values do not cause an outflow of capital from the given spherc
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to others. There is no regularity in the establishment of exchange
proportions among commodities in terms of their corresponding
labor-values. On what basis does the schema of the embryonic capi-
talist economy assume that the sale of commodities takes place
according to labor values, if competition among capitalists in differ-
ent spheres is absent?

It is possible to answer this question only if the schema s
explained in the form in which we explained it above. Diagram No. 2
is not a picture of an embryonic capitalism which existed in history,
but a hypothetical theoretical schema derived from Diagram 1 (simple
commodity economy) by means of a methodological procedure which
consists of changing only one condition of the schema, all other
condifions remaining the same. In schema No. 2, compared to No. I,
only one condition is changed. It is supposed that the economy is
not run by petty commodity producers but by capitalists. The other
conditions are assumed to be the same as before: the mass of living
labor and past labor in each sphere, the value of the total product
and the mass of surplus value, and thus the price of products; the
selling price of commodities according to labor values is kept at the
same level as earlier. The sale of commadities is a theoretical condi-
tion transferred to schema 2 from schema 1, and is only possible if
there is another, additional theoretical condition, namely if there is
no competition among capitalists in different spheres. Therefore,
since we change this single condition by moving from schema 2 to
schema 3 (devcloped capitalism}, i.e., since we introduce the assump-
tion of competition of capitals, the sale of goods according to their
labor-values gives place to the sale of goods according to production
prices in which an average rate of profit is realized by capitalists. But
in carrying out this transition from schema 2 to schema 3 by the
same methodological procedure, by changing one condition, we leave
unchanged the other conditions, particularly the earlier mass of sur-
plus value. In this way we reach the conclusion that the formation of
a general average rate of profit reflects a redistribution of the carlier
total mass of surplus value among capitalists. The share of this sur-
plus value in the total social capital determines the level of the
average rate of profit. We repeat that this “redistribution’ of surplus
value must not, in our view, be understood as a historical process
which actually took place and which was preceded by an embryonic
capitalist economy with different rates of profit in different spheres.?

2 It is to be understood that we do not deny that in a real capitalist
ecconomy, different rates of profit in different spheres can be observed
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It is a theoretical schema of the distribution of proiit in the capitalist
economy. This schema is derived from the first schema (simple com-
modity production) by means of a two-fold change in the conditions.
Moving {rom schema 1 to schema 2 we assumed that the social class
which gets the surplus value changed. Moving from schema 2 to
schiema 3, we assumed that, in the contexi of the same class of
capitalists, a redistribution of capital took place among the different
spheres. Both of these transitions in essence represent two logical
links of an argument. They are separated for the sake of clarity, even
though they do not exist separately. In our opinion, the transforma-
tion of the intermediate logical link, schema 2, into a picture of an
economy which existed in history as a transition from simple com-
modily production to developed capitalist production, is erroncous.

Thus, the average rate of profit is quantilatively determined by
the relation between the total mass of surplus value and the total
social capital. We assume that in Marx's system the magnitude of the
average rate of profit is derived from the rnass of roral surplus value
and not from the different profit rates, as it may seem from a first
reading of Marx’s work, Deriving the average rate of profit from
different profit rates provokes objections based on the fact that the
existence of different profit rates in different spheres is not logically
or historically proved. The existence of different profit rates, accord-
ing to this view, was brought about by the sale of products of differ-
ent spheres according to their labor-values. But as we have seen
above, different rates of profit in different spheres of production
only played the role of a theorctical schema in Marx’s work, a
schema which explains the formation and magnitude of an average
profit rate by means of comparison. Marx himself pointed out that,
“The general rate of profit is, therefore, determined by two factors:

“1) The organic composition of the capitals in the different
spheres of production, and thus, the different rates of profit in the
individual spheres.

“2) The distribution of the total social capital in these different
spheres, and thus, the relative magnitude of the capital invested in

constantly. They Lring aboul a tendency toward the transfer of capital and
this, in turn, removes the incquality in the rates of profit. We also do not deny
that in the period of undeveloped capitalism, inequalities of profit rates were
very significant. But we reject the theory which holds that these inequatities of
profit rates were caused by the fuct that commodities were sold according to
fabor value on one hand, and that competition among different spheres was
absent on the other hand. If we assuine that competition among the differcnt
spheres was absent, then it becomes unexplainable why commodities were sold
according to labor values.
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each particular sphere at the specific rate of profit prevailing in it;
ie., the relative share of the total social capital absorbed by each
individual sphere of production” (C., Ill, p. 163). It is obvious that
different rates of profit in individual spheres are used by Marx only
as numerical expressions, indicators of the organic composition of
capital, i.e., masses of living labor and thus of surplus labor activated
by each 100 units of capital in a given sphere. This factor is com-
bined with others; the gquantity of surplus labor which belongs to
each 100 units of capital in cach sphere is muliiplied by the size (the
number of hundreds) of capital invested in the given sphere. As a
result we get the mass of surplus labor and surplus value, first of all
in the individual spheres, and then in the whole social economy. Thus
the average rate of profit is not determined, in the last analysis, by
the different profit rates in different spheres, but rather by the total
mass of surplus value and by the relationship of this mass to total
social capital,m i.e., by magnitudes which are not theoretically
suspicious from the standpoint of the labor theory of value. At the
same time these magnitudes reflect real facts of the social economy,
namely the masses of living social labor and the social capital. The
specific character of Marx’s theory of production price consists pre-
cisely of the fact that the entire question of mutual relations between
surplus value and profit is transferred from individual capitals to the
total social capital. This is why, in our presentation of Marx’s theory,
different rates of profit in diffcrent spheres do not serve as a neces-
sary intermediate link for a theory of the average rate of profit; this
can be briefly summarized in the following way. In the capitalist
economy the distribution of capital is not proportional to the distri-
bution of living labor. A different quantity of living labor and thus of
surplus labor belongs to each 100 units of capital in the different
spheres. (The different rates of profit represent numerical expressions
of this mutual relation between surplus labor and capital in each
sphere.) This organic composition of capital in the different spheres
and the size of the capital in each sphere determine the toral mass of

10 If the entire social capital is 1000, and the mass of total surplus value
is 100, then the general average profit rate will be 10%, regardless of how the
total living labor of society is distributed among the individual spheres, and
regardiess of what kinds of profit rates would be formed in the indindual
spheres. Inversely, if the total mass of surplus value increases to 150, and the
total capital remains the same (1000), then the general average profit rate  rises
from 10 to 15%, even though the profit rates would remain unchanged in the
individual branches of production (this is possible if the capital is distributed
among the different branchcs in a different way).



248 MARX’S LABOR THEORY OF VALUE

surplus labor and swrplus value in the individual spheres and in the
entire cconomy, Because of the competition of capitals, equal capitals
in different spheres gain equal profits, and thus the profit which the
individual capitals gain is not proportional to the quantities of living
labor activated by these capitals. Consequently, the profit is not
proportional to surplus value but is determined by the average profit
rate, i.e., by the relation between the total surplus value and the total
social capital,

If a reading of Chapter 8 of the third volume of Capital gives
the impression that the differences in profit rates, which arise because
of the sale of commodities according to their labor values, play the
role of an indispensable link in Marx’s constructions, this is explained
by the following properties of Marx’s exposition. When Marx ap-
proaches the decisive pluces of his systemn, when he must move from
general definitions to more particular explanations, from general
concepts to thetr modifications, from one “determination of form”
to another, he resorts to the following method of exposition. With
an enormous power of thought, he draws all the logical conclusions
from the first definition which he develops, intrepidly developing all
the consequences which follow from the concept to their logical end.
He shows the reader all the contradictions of these consequences, i.e.,
their divergence from reality. When the reader’s attention has been
strained to its limit, when it begins to scem 1o the reader that the
starting definition must be completely rejected because it is contra-
dictory, Marx comes to the reader’s help and suggests an exit {rom
the problem, un exit which does not consist of throwing out the first
definition, but rather of “modifying,” “developing” and completing
the first definition. Thus the contradictions are removed. Marx does
this in Chapter 4 of the first volume of Capital, when he examines
the transition from the value of commodities Lo the value of labor-
power. He draws a conclusion on the impossibility of the formation
of surplus value on the basis of an exchange of commodities accord-
ing to their labor-value, ie., he reaches a conciusion which openly
conflicts with reality, In the further analysis, this conclusion is re-
jected by the theory of the value of labor power. This is precisely
how the eighth chapter of Volume 1l of Cupital is constructed. On
the basis of the sale of goods according to labor-values, Marx con-
cludes that different rates of profit exist in different spheres. Devel-
oping this conclusion to all its consequences, he ascertains at the end
of Chapter 8 that this conclusion conflicts with reality and that this
contradiction must be resolved. In Volume 1 of Capita/, Marx had
never claimed that the existence of surplus value was impossible; here
he does not say that different profit rales are possible. The impos-
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sibility of surplus value in Chapter 4 of Volume 1, and the possibility
of different profit rates in Chapter 8 of Volume III, do not serve
Marx as logically necessary links for his constructions, but as proofs
of the opposite. The fact that these conclusions lead to a logical
absurdity shows that the analysis is not yet finished and has to be
continued further. Marx does not determine the existence of different
profit rates, but on the contrary, the inadequacy of any theory which
is based on such a premise.

We have reached the conclusion that the average rate of profit
is determined by the relation of total surplus value to the total social
capital. From this it follows that changes in the average profit rate
may result from changes in the rate of surplus value and also from
chunges in the relation of total surplus value to total socigl capital. In
the first case, the change “can only occur either through a rise, or
fall, in the value of labor-power, the one being just as impossible as
the other unless there is a change in the productivity of the labor
producing means of subsistence, i.., in the value of commedities
consumed by the laborer” (C., /I, p. 205). Now we tauke the second
case, when the changes start from capital, namely from an increase or
decrease of its constant part. The changed relation of constant capital
to labor reflects a change in the productivity of labor. “Thus, there
has been a change in the productivity of labor, and there must have
occurred a change in the value of certain commoditics” (Ibid. ).
Changes in the avcrage rate of profit, whether they result from the
ratc of surplus value or from capital, are in both cases brought about,
m the last analysis, by changes in the productivity of labor and,
consequently, by changes in the value of some goods.

From this it follows that changes in costs of production and
changes in average profit rates are caused by changes in the pro-
ductivity of labor. And since the production price consists of produc-
tion costs plus average profit, changes in production prices are in the
last analysis caused by changes in the productivity of labor and in the
labor-value of some goods. If the change in production price is caused
by a change in production costs, this means that the productivity of
labor in the given sphere of production und the lubor-value of the
given sphere have changed. “If the price of production of a com-
modity changes in consequence of a change in the general rate of
profit, its own value may have remained unchanged. However, a
change must have occurred in the value of other commodities” {fbid.,
pp. 205-206}, ie., changes in the productivity of labor in other
spheres. In every case, the production price changes in relation to
changes in the productivity of labor and corresponding changes in
labor-value, Productivity of labor—abstract value—value—costs of
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production plus average profit—production price: this is the schema
of causal relations between production price, on one hand, and the
productivity of labor and labor-value, on the other.

4. Labor-Value and Production Price

Now, finally, we can consider the chain of logical links which
complete Marx’s theory of production price. The chain consists of
the following basic links: productivity of labor—abstract labor—
value—production price—distribution of capital—-distribution of labor,
If we compare this six-element schema to the four-clement schema of
simple commodity production: productivity of labor—abstract labor~
value—distribution of labor, we see that the links of the simple
commodity production schema have become components of the
schema for the capitalist economy. Consequently, the labor theory of
value is a neccssary foundation for the theory of production price,
and the theory of production price is a necessary development of the
labor theory of value.

The publication of the third volume of Capital gave birth to an
enormous literature on the so-called “contradictions” between
Volume I and Volume IH of Capital. Critics held that in Volume III,
Marx had in essence repudiated his labor theory of value, and some
even assumed that, when he had composed the first volume, he had
never dreamed of the difficulties and contradictions into which the
labor theory of value would lead him when he had to explain the
profit rate. Karl Kautsky’s foreword to the third volume of Capital
documents that when the first volume of Capital was published, the
theory of production price explained in Volume III had already been
worked out by Marx in all its details. Already in the first volume,
Marx frequently pointed out that in the capitalist society, average
market prices deviate from labor-values. The content of the third
volume of Theorien uber den Mehrwert also informs us of another
important circumstance. All post-Ricardian political economy re-
volved around the question of the relation between production price
and labor-value. The answer to this question was a historical task for
economic thought. In Marx’s view, the particular merit of his theory
of value was that it gave a solution to this problem.

Critics who saw contradictions between the first and third
volumes of Capital took as their starting-point a narrow view of the
theory of value, seeing it exclusively as a formula of quantitative
proportions in the exchange of commodities. From this standpoint
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the labor theory of value and the theory of production price did not
represent two logical stages or degrees of abstraction from the same
economic phenomena, but rather two different theories or statements
which contradicted each other. The first “theory holds that com-
modities are exchanged in proportion to the expenditure of labor
necessary for their production. The second theory holds that com-
modities are not exchanged proportionally to these expenditures.
What a strange method of abstraction, said Marx’s critics; first it
holds one thing, then another which contradicts the first. But these
critics did not take into account that the quantitative formula for the
exchange of commodities is only the final conclusion of a very
complex theory which deals with the social form of the phenomena
related to value, the reflection of a determined type of social produc-
tion relations among people, as well as the content of these pheno-
mena, their role as regulators of the distribution of social labor.
Anarchy in social production; the absence of direct social rela-
tions among producers; mutual influence of their working activities
through things which are products of their labor; connection between
the movement of production relations among people and the move-
ment of things in the process of material production; “reification” of
production relations, the transformation of their properties into the
properties of “things”—all of these phenomena of commodity
Setishism are equally present in every commaodity economy, simple as
well as capitalist. They characterize labor-value and production price
in the same way. But every commodity economy is based on the
division of labor, i.e., it represents a system of allocated labor. How
is this division of social labor among various spheres of production
carried out? Itis directed by the mechanism of market prices, which
provokes inflows and outflows of labor. Fluctuations of market prices
display a certain regularity, oscillating around some average level,
around a price “stabilizer,” as Oppenheimer appropriately called it.11
This price “stabilizer,” in turn, changes in relation to the increase of
the productivity of labor and serves as a regulator of the distribution
of labor. The increase of the productivity of labor influences the
distribution of social labor through the mechanism of market price,
whose movement is subject to the law of value. This is the simplest
abstract mechanism which distributes labor in the commodity
economy. This mechanism exists in every commodity economy, in-
cluding the capitalist economy. There is no mechanism other than the

11 Franz Oppenheimer, Wert und Kapitalprofit, Jena, 1922, p. 23.
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fluctuation of market prices which distributes labor in the capitalist
economy. But since the capitalist economy is a complex system of
social production relations in which people do not relate to each
other only as commodity owners but also as capitalists and wage
laborers, the mechanisn which distributes labor functions in a more
complex manner. Since simple commodity producers spend their own
labor in production, the increase of productivity of labor, expressed
through the labor-value of products, causes inflows and outflows of
labor, i.e., influences the distribution of social labor. In other words,
the simple commodity economy is characterized by a direct causal
relation between the productivity of labor expressed in the labor-
value of products, and the distribution of labor.}? In the capitalist
society this causal relation cannot be direct since the distribution of
labor takes place through the distribution of capital. The increase of
productivity of labor, expressed in the labor-value of products,
cannot influence the distribution of labor any other way than through
its influence on the distribution of capital. Such influence on the
distribution of capital is in turn possible only if changes in the pro-
ductivity of labor and labor-value cause changes in costs of production
or in the average rate of profit, i.e., influence the production price.
Thus the schema: productivity of labor—abstract labor—value—
distribution of abor, represents, so to speak, a theoretical model of
direct causal relations between the increase of productivity of labor
expressed in labor-value, and the distribution of social labor, The
schema: productivity of labor—abstract labor—value—production
price—distribution of capital—distribution of labor, represents a
theoretical model of the same causal chain, where the productivity of
labor does not directly affect the distribution of labor, but rather
through an “intermediate link” (an cxpression which Marx often used
in this context): through the production price and the distribution of
capital. In both schemas, the first and last terms are the same. The
mechanism of causal relations between them is also the same. But in
the first schema we assume that the causal connection is more im-
mediate and direct. In the second schema we introduce clements
which complicate the situation, namely intermediate links. This is the
usual path of abstract analysis, a path which Marx resorted to in all
his constructions. The first schema represents a more abstract, more

12 More precisely, this causal relation is not direct, since the productivity
of Iabor influences the distribution of labor by changing the labor-vaiue. Thus
here we speak of the “productivity of labor which is expressed in the labor-
value of products.”
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simplified model of the events, but a model which is indispensable
for an understanding of the more complex forms of events that take
place in capitalist society. If we limited the scope of the analysis to
the intermediate links which are visible on the surface of phenomena
in the capitalist economy, namely production price and distribution
of capital, then our analysis would remain incomplete in both direc-
tions, at the beginning and at the end. We would take production
price (i.c., production costs plus average profit) as a starting-point.
But if production price is explained in terms of costs of production,
we simply refer the value of the product to the value of its com-
ponents, i.e., we do not emerge from a vicious circle. Average profit
remains unexplained, as do its volume and its changes. Thus pro-
duction price can only be explained by changes in productivity of
labor or in the labor value of products. On the one hand, we are
wrong if we regard the distribution of capital as the final point of
our analysis; we have to move on to the distribution of social labor.
Thus the theory of production price must without fail be based on
the labor theory of value. On the other hand, the labor theory of
value must be further developed and completed in the theory of
production price. Marx rejected every attempt to construct the
theory of the capitalist economy directly from the labor theory of
value and to avoid the intermediate links, average profit and pro-
duction price. He characterized such attempts as “attempts to force
and directly fit concrete relations to the elementary relation of
value” (Theorien iber den Mehrwert, I, p. 145), “attempts which
present as cxisting that which does not exist” (fbid., p. 97).

Thus the labor theory of value and the theory of production
price are not theories of two different types of economy, but
theories of one and the same capitalist economy taken on two
different levels of scientific abstraction. The labor theory of value is a
theory of simple commodity economy, not in the sense that it ex-
plains the type of economy that preceded the capitalist economy, but
in the sense that it describes only one aspect of the capitalist eco-
nomy, namely production relations among commodity producers
which are characteristic for every commodity economy.
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5. Historical Foundations of the Labor Theory of Value

After the publication of the third volume of Capiral, opponents
of Marx’s theory of value, and to some extent its advocates, created
the impression that the conclusions of the third volume demonstrated
the inapplicability of the law of labor value to the capitalist eco-
nomy. This is why certain Marxists were prone to consiruct a so-
called “historical” foundation for Marx’s theory of value. They held
that even though the law of labor value, in the form in which Marx
developed it in the first volume of Cupiral, is not applicable to the
capitalist economy, it is nevertheless completely valid for the his-
torical period which precedes the emergence of capitalism and in
which petty crafts and peasant economy are dominant. Certain
passages which might be interpreted this way can be found in the
third volume of Capital. There Marx says that “it is quite appropriate
to regard the values of commodities us not only theoretically but also
historically prius to the prices of production” (C., IIl, p. 177). These
cursory comments by Marx were developed by Engels in detail in his
article published in 1895 in Neue Zeit.13 Herc Engels gave a basis to
the idea that Marx’s law of value was in force during a historical
period which lasted five to seven thousand years, a period which
began with the appearance of exchange and ended in the 15th
century, when capitalism cmerged. Engels’ article found ardent
supporters, but just as ardent opponents, some of them Marxists.
Opponents pointed out that exchange did not encompass the entire
social economy before the appearance of capitalism, that it spread
first to surpluses which existed after the satisfaction of the require-
ments of the self-sufficient, natural economic unit, that the me-
chanism of general equalization of different individual labor expendi-
tures in separate economic units on the market did not exist, and
that consequently it was not appropriate to speak of abstract and
socially-necessary labor which is the basis of the theory of value.
Here we will not be concerned with the historical controversy over
whether commeodities were exchanged in proportion to the labor
expended on their production beforc the emergence of capitalism.
For methodological reasons we are opposed to relating this question
to the question of the theoretical significance of the law of laboi-
value for the explanation of the capitalist economy.

13 Russian translation in Novoe Slovo, September, 1897.




VALUE AND PRODUCTION PRICE 255

First of all, we turn to Marx’s work. Some passages in Volume
IIl of Capital can be used by proponents of a historical explanation
of labor value. However, now that other works by Marx are available
to us, we know with certainty that Marx himself was strongly
opposed to the view that the law of value was in force in the
period preceding the development of capitalism. Marx objected to the
view of the English economist Torrens, a proponent of a view which
one can even find in Adam Smith’s work. Torrens held that the full
development of a commodity economy, and consequently the full
development of the laws which exist in that ecomomy, is possible
only in capitalism and not before. “This would mean that the law of
labor-value exists in production which is not commodity production
(or only partly commodity production), but it does not exist in
production which is not based on the existence of products in the
form of commodities. This law itself, and the commodity as the
general form of products, are abstracted from capitalist production,
and now supposedly cannot be applied to it” (Theorien iber den
Mehrwert, II, p. 80). “It now turns out that the law of value
abstracted from capitalist production contradicts its phenomena”
{ibid., p. 78). These ironical notes by Marx clearly show his relation
to the view of the theory of value as a law which functions in the
pre-capitalist economy, but not in the capitalist economy. But how
can we reconcile these statements with some observations in Volume
1II of Capital? The seeming divergence between them disappears if we
return to the “Introduction to the Critique of Political Economy.”
which gives us a valuable explanation of Marx’s abstract method of
analysis. Marx emphasizes that the method of moving from abstract
to concrete concepts is only a method by which thought grasps the
concrete, and not the way the concrete phenomenon actually hap-
pened.!4 This means that the transition from labor-value or simple
commodity economy to production price or the capitalist economy is
a method for grasping the concrete, 1.e., the capitalist economy. This
is a theoretical abstraction and not a picture of the historical transi-
tion from simple commodity economy to capitalist economy. This
confirms the view which we formulated earlier that the tables in
Chapter 9 of the third volume of Capital, which illustrate the forma-
tion of general average rates of profit from different rates of profit,
depict a theoretical schema of phenomena, and not the historical
development of the phenomena. “The simplest economic category,

14 “Introduction to the Critique of Political Economy.” in A Contribu-
tion to the Critique of Political Economy. Chicago: Kerr, 1904, pp. 293-294.
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say exchange value . . . can have no other existence except as an
abstract one-sided relation of an already given concrete and living
aggregate” (Ibid. }, i.e., the capitalist economy.

After having explained the theoretical character of abstract
categories, Marx asks: “have these simple categories no independent
historical or natural existence antedating the more concrete ones?”
(Ibid., p. 295). Marx answers that such instances are possible. A
simple category (for example value) can exist historically before the
concrete category {for example, production price). But in this case
the simple category still has a rudimentary, embryonic character
which reflects relations of “undeveloped concreteness.” “Thus, al-
though the simple category may have existed historically before the
more concrete one, it can attain its complete internal and external
development only in complex forms of society” (Ibid., p. 297).
Applying this conclusion to the question which interests us, we can
say: labor-value (or commodity) is a historical “prius’ m relation to
production price (or capital). It existed in rudimentary form before
capitalism, and only the development of the commodity econony
prepured  the basis for the emergence of the capitalist economy.
But labor-value in its developed form exists only in capitalism. The
labor theory of value, which develops a logical, complete system of
the categories value, abstract labor, socially-necessary labor, etc.,
expresses the “abstract one-sided relation of an already given concrete
and living aggregate,” ie., it expresses the abstraction of the capitalist
cconomy.

The historical question of whether commuodities were exchanged
in proportion to labor expenditures before the emergence of capital-
ism must be separated from the question of the theoretical signifi-
cance of the theory of lubor-value. If the first question were an-
swered alfirmatively, and if the analysis of the capilalist economy did
not require the labor theory of value, we could regard that theory as
a historical introduction to political economy, but not in any way us
a basic theoretical foundation on which Marx’s political economy is
built. Inversely, if the historical question were answered negatively,
but if the indispensability of the labor theory of value for the theo-
retical understanding of the complex phenomena of the capitalist
economy were proved, this theory would still be the starting-point of
economic theory, as it is now, In brief, no matter how the historical
question sbout the influence of the jaw of labor-value in the period
before capitalism were solved, this solution would not in the least
frec Marxists from their responsibility to accept the challenge of their
opponents on the question of the theoretical significance of the law
of labor value for an understunding of the capitalist economy. Con-
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fusing the theoretical and the historical setting of the theory of value
is not only pointless, as we have shown, but also harmful. Such a
treatment puts the proportions of exchange into the {oreground, and
ignores the social form and the social function of value as the regu-
lator of the distribution of labor, a function which vaiue performs to
a great extent only in a developed commodity economy, fe., a
capitalist economy. If the analyst finds that primitive tribes, who live
in conditions of a natural econonmy and rarely resort to exchange, are
guided by labor expenditures when they establish exchange propor-
tions, he is prone to find here the category of value. Value is trans-
formed into a supra-historical category, into labor cxpenditures
independent of the social form of the organization of labor.2® The
“historical” sctting of the problem thus leads to ignoring the his-
torical character of the category value, Other theorists, assuming that
“the emergence of exchange value must be sought in a natural
economy which developed into a money economy.” finally determine
value not in terms of the labor which the producer spends on his
production, but by the labor which the producer would have to
spend in the absence of exchange and of the necessity to make the
product by his own labor.16

The labor theory of value and the theory of production price
differ from each other, not as different theories which function in
different historical periods, but as an abstract theory and a concrete
fact, as two degrees of abstraction of the same theory of the capi-
talist economy. The labor theory of value only presupposes produc-
tion relations among commodity producers. The theory of production
price presupposes, in addition, production relations between capital-
ists and workers, on one hand, and among various groups of indus-
trial capitalists on the other.

15 Sce A. Bogdanov and I. Stepanov, Kuwrs politicheskoi ekonomii
(Course in Political Economy), Vol. I, Book 4, pp. 21-22.

16 P. Masiov, Teoriya razvitiva narodnogo khozyaistva (Theory of
Development of the National Economy), [210, pp. 180-183.



Chapter Nineteen

PRODUCTIVE LABOR

To formulate the problem of productive labor accurately, we
must first of all perform a preliminary task: we must determine the
exact meaning of Marx’s theory of productive labor. Unfortunately,
no section of the broad critical literature on Marx is as full of dis-
agreement and concepiual confusion as this question, among Marxists
as well as betwcen them and their opponents. One of the reasons for
this confusion is an unclear idea of Marx’s own views of productive
labor.

To interpret Marx's views, it is necessary to start with the
fourth chapter of Volume 1 of Theories of Surplus Value, which has
the title, “Theories of Productive and Unproductive Labor.” Marx
gives a brief formulation of the ideas developed in this chapter in
Volume 1 of Capital, in Chapter 16: “Capitalist production is not
merely the production of commodities, it is essentially the produc-
tion of surplus-value. The laborer produces, not for himself, but for
capital. It no longer suffices, therefore, that he should simply pro-
duce. He must produce surplus-value. That laborer alone is produc-
tive, who produces surplus-value for the capitalist, and thus works for
the self-expansion of capital. If we may take an example from out-
side the sphere of production of material objects, a schoolmaster is a
productive laborer, when, in addition to belaboring the heads of his
scholars, he works like a horse to enrich the school proprietor. That
the latter has laid out his capital in a teaching factory, instead of in a
sausage factory, does not alter the relation. Hence the notion of a
productive laborer implies not merely a relation between work and
useful effect, beiween laborer and product of labor, but also a
specific, social relation of production, a relation that has sprung up
historically and stamps the laborer as the direct means of creating
surplus-value” (C., I, p. 509). After saying this, Marx promises to
consider this question in detail in “volume four” of Capital, namely
in Theories of Surplus Value, Actually, at the end of the first volume
of Theories of Surplus Value, we find a digression which, in essence,
represents a detailed development of ideas which were already formu-
lated in the first volume of Capiral.

First of all, Marx notes that “Only bourgeois narrow-minded-
ness, which regards the capitalist forms of production as absolute
forms—-hence as eternal, natural forms of production—can confuse the
question of what is productive laubor from the stundpoint of capital
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with the question of what labor is productive in general, or what is
productive labor in general.” ! Marx throws out as useless the ques-
tion of what kind of labor is productive in general, in all historical
epochs, independently of the given social relations. Every system of
production reiations, every economic order, has its concept of pro-
ductive labor. Marx confined his analysis to the question of which
labor is productive from the standpoint of capital, or in the capitalist
system of economy. He answers this question as follows: “Productive
Iabor is therefore—in the system of capitalist production—labor which
produces suiplus-value for its employer, or which transforms the
objective conditions of labor into capital and their owner into a
capitalist; that is to say, labor which produces its own product as
capital” (Ibid., p. 384). *Only labor which is directly transformed
into capital is productive; that is, only labor which makes variable
capital a variable magnitude™ (Ibid., p. 381). In other words, produc-
tive labor is “labor which is directly exchanged with capital” (Ibid.,
p. 153}, ie., labor which the capitalist buys as his variable capital for
the purpose of using that labor to create exchange values and to
create surplus value. Unproductive labor is that labor “which is not
exchanged with capital, but directly with revenue, that is, with wages
or profit (including of course the various categories of those who
share as co-partners in the capitalist’s profit, such as interest and
rent)” (1bid., p. 153).

Two conclusions necessarily follow from Marx’s definitions: 1)
every labor which a capitalist buys with his variable capital in order
to draw from it a surplus value, is productive labor, independently of
whether or not this labor is objectified in material objects, and
whether or not this labor is objectively necessary or uscful for the
process of social production (for example, the labor of a clown em-
ployed by a circus manager). 2) Every labor which the capitalist does
not buy with his variable capital is not productive from the point of
view of the capitalist economy, even though this labor mught be
objectively useful and might be objectified in material consumer
goods which satisfy human subsistence needs. At first glance, these
two conclusions are paradoxical and contradictory to the conven-
tional undesstanding of productive labor. However, they follow
logically from Marx’s definition. And Marx applies it boldly. “An
actor, for example, or even a clown, according to this definition, is a
productive laborer if he works in the service of a capitalist (an entre-

1 Marx, Theories of Surplus Value, Part I, Moscow: Foreign Languages
Publishing House, 1956, p. 380. Italics in original.
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preneur) to whom he returns more labor than he receives from him
in the form of wages; while a jobbing tailor who comes to the capi-
talist’s house and patches his trousers for him, producing a mere
use-value for him, is an unproductive laborer. The former’s labor is
exchanged with capital, the latter’s with revenue. The former’s labor
produces a surpius-value; in the latter’s, revenue is consumed™ (Ibid.,
p. 153). At first glance this example is strikingly paradoxical. The
useless labor of the clown is considered productive labor, and the
highly useful labor of the tailor is treated as unproductive. What is
the meaning of these definitions given by Marx?

In the majority of textbooks on political economy, productive
labor is treated from the standpoint of its objective necessity for
soctal production in general, or for the production of material goods.
In these treatments, the decisive factor 1s the confent of the labor,
namely its result, which is usually a material object to which the
labor is directed and which is created by the labor. Marx’s problem
has nothing in common with this problem except the title. For Marx
productive labor means: labor which is engaged in the given social
system of production. Marx is interested in the question of what
social production is, how the working activity of people who are
engaged in the system of social production differs from the working
activity of people who are not engaged in social production (for
example, labor which is directed to the satisfaction of personal needs
or to the service of a household). By what criterion is the working
activity of people included in social production, what makes it
“productive” labor?

Marx gave the following answer to this question. Every system
of production is distinguished by the totality of production relations
which are determined by the social form of organization of labor. In
the capitalist society. labor is organized m the form of wage labor,
ie., the economy is organized in the form of capitalist enterprises,
where wage laborers work under the command of a capitalist. They
create commoditics and yield a surplus value for the capitalist. Only
the fabor which is organized in the form of capitalist enterprises,
which has the form of wage labor, hired by capital for the purpose of
drawing out of it a surplus valuc, is included in the system of
capitalist production. Such labor is “productive” labor, Every type
of labor which is included in the given system of social production
can be considered productive, i.e., every type of labor organized in
the determined social form characteristic of the given system of
production. In other words, labor is considered productive or un-
productive not from the standpoint of its content, namely in terms
of the character of the concrete working activity, butfrom the stand-



262 MARX'S LABOR THEORY OF VALUL

point of the social form of its organization, of its consistency with
the production relations which characterize the given economic order
of the society. Marx frequently noted this characteristic. This sharply
distinguishes his theory from conventional theories of productive
flabor which assign a decisive role to the content of working activity.
“These definitions [of productive labor—I.R.} are therefore not
derived from the material characteristics of labor (neither from the
nature of its product nor from the particular character of the labor as
concrete labor) but from the definite social form, the social relations
of production, within which the labor is realized” (Ibid., p. 153} “It
is a definition of labor which is derived not from its content or its
result, but from its particular social form” (fbid., p. 154} “The
determinate material form of the labor, and therefore, of its product,
in itself has nothing to do with this distinction between productive
and unproductive labor” (Ibid.). *. . . the content, the concrete
character, the particular utility of the labor, seems at first to make
no difference” (Ibid., p. 392). “. . . this distinction between pro-
ductive and unproductive labor has nothing to do either with the
particular specialty of the labor or with the particular use-value in
which this special labor is incorporated” (Ibid., p. 156).

From all this it follows that, from a material stundpoint, one
and the same labor is productive or unproductive (i.e., is included or
not included in the capitalist system of production) depending on
whether or not it is organized in the form of a capitalistic enterprise.
“For example, the workman employed by a piano maker is a pro-
ductive luborer. His labor not only replaces the wages thut he
consumes, butl in the product, the piano, the commodity which the
piano maker sells, there is a surplus-value over and above the value of
the wages. But assume on the contrary that I buy all the materials
required for a piano (or for all it matters the laborer himself may
possess them), and that instcad of buying the piano in a shop I have
it made for me in my house. The workman who makes the piano is
now an unproductive laborer, because his labor is exchanged directly
against my revenue” (Ibid., p. 156). In the first case, the worker who
produces the piano is included in a capitalist enterprise and thus in a
system of capitalist production. In the second case he is not. “For
example Milton, who wrote Paradise Lost for five pounds, was an
unproductive laborer. On the other hand, the writer who turns out
stuff for his publisher in factory style, is a productive laborer. Milton
produced Paradise Lost for the same reason that a silk worm
produces silk. It was an activity of Xis nature. Later he sold the
product for 5 pounds. But the literary proletarian of Leipzig, who
fabricates books (for example, Compendia of Economics) under the



PRODUCTIVE LABOR 263

direction of his publisher, is a productive laborer; for his product is
from the outset subsumed under capital, and comes into being only
for the purpose of increasing that capital. A singer who sells her song
for her own account is an unproductive laborer. But the sume singer
commissioned by an entrepreneur to sing in order to make money for
him is a productive laborer; for she produces capital” (Ibid., p. 389).
The capitalist form of organization of labor includes labor in the
system of capitalist production and makes it “productive” labor. All
working activities which do not take place in the form of an enter-
prise organized on capitalist principles are not included in the
capitalist system of production and are not considered “productive”
labor. This is the character of working activities directed to the satis-
faction of personal needs (remnants of natural household economy).
Even wage labor, if it is not employed to yield surplus value (for
example, the labor of household servants) is not productive in the
sense defined above. But the labor of household servants is not
unproductive because it is “uscless” or becausc it does not produce
material goods. As Marx said, the lubor of a cook produces “material
use-values” (Ibid., p. 155), but it is nevertheless unproductive if the
cook is hired as a personal servant. On the other hand, the labor of a
lackey, even though it does not produce material goods and is usually
recognized as “useless,” may be productive labor if it is organized in
the form of a capitalist enterprise. . . . the cooks and waiters in 2
public hotel are productive laborers, in so far as their labor is trans-
formed into capital for the proprictor of the hotel. The same persons
are unproductive laborers as menial servants, inasmuch as I do not
make capital out of their services, but spend revenue on them.“In
fact, however, thesc swme persons are also for me, the consumer,
unproductive laborers in the hotel” (Ibid., pp. 154-155). “Productive
laborers may themselves in relation to me be unproductive laborers.
For example, if 1 have my housc re-papered and the paper-hangers are
wage workers of a master who sells me the job, it is just the same for
me as if I had bought a house already papered; as if 1 had expended
money for a commodity for my consumption. But for the master
who gets these laborers to hang the paper, they are productive
laborers, for they produce surplus value for him™ (Ibid., p. 393).
Must we understand Marx to mean that he recognizes only a sub-
jective and relative criterion, but not a social and objective criterion
of productivencss of laboi? We think not. Marx only states that the
labor of an upholsterer, if it is part of the household of the con-
sumer-customer, is not yet included in the system of capitalist pro-
duction, It becomes productive only when it becomes included in the
economy of a capitalist entrepreneur.
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Consequently only that labor which is organized on capitalist
principles and thus is included in the system of capitalist production
is productive labor. Capitalist production must not be understood as
the existing, concrete social-economic system, which is not composed
exclusively of enterprises of a capitalist character; it also contains
remnants of pre-capitalist forms of production (for example, peasant
and craft production). The system of capitulist production en-
compasses only the economic units which are formed on capitalist
principles. It is a scientific abstraction dertved from concrete eco-
nomic reality, and in this abstract form it represents the subject of
political economy as the science of the capitalist economy. In the
capitalist economy, as a theoretical abstraction, the labor of the
peasant and the craftsman does not exist. The question of their
productiveness is not treated: “they [craftsmen and peasants—L.R.]
confront me as sellers of commodities, not as sellers of labor, and
this relation therefore has nothing to do with the exchange of capital
for labor; therefore also it has nothing to do with the distinction
between productive and unproductve lubor, which depends entirely
on whether the labor is exchanged for money as money or for money
as capital, They therefore belong neither to the category of pro-
ductive or of unproductive laborers, aithough they are producers of
conunodities. But their production does not fall under the capitalist
mode of production” (Ibid., pp. 394-395).

From the standpoint of Marx’s definttion of productive labor,
the labor of the civil servant, of the police, of soldiers and priests,
cannot be related to productive labor. Not because this labor is
“useless” or because it is not materialized in “things,” but only
because it is organized on principles of public law, and not in the
form of private capitalist enterprises. A postal employee is not a
productive worker, but if the post were organized in the form of a
private capitalist enterprise which charges money for the delivery of
letters and parcels, wage laborers in these enterprises would be pro-
ductive laborers. If the job of protecting freight and passengers on
rouds were not carried out by the stule police but rather by private
transportation bureaus which maintained armed protection by hired
workers, the members of such bureaus would be productive laborers.
Their labor would be included n the system of capitalist production,
and these private burcaus would be subject to the laws of capitalist
production (for example, to the law of equal rates of profit for all
branches of production). This cannot be said of the post or the
police, which are organized on principles of public faw. The labor of
postal or police civil servants is not included in the system of
capitalist production; it is not productive labor.
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As we can see, when Marx defined productive labor, he com-
pletely abstracted from its content, from the concrete, useful
character and result of the labor. He treated labor only from the
standpoint of its social form. Labor which is organized in a capitalist
enterprise is productive labor. The concept “productive,” as well as
the other concepts of Marx’s political economy, have a historical and
social character. This is why it would be extremely incorrect to
ascribe a “matenalistic” character to Marx’s theory of productive
labor. From Marx’s point of view, one cannot consider only labor
which serves the satisfaction of material nceds (and not so-called
spiritual needs) as productive labor. On the very first page of Capital,
Marx wrote: “The nature of such wants, whether, for instance, they
spring [rom the stomach or from fancy, makes no difference” (C,, {,
p. 35). The nature of the wants plays no role. In the same way, Marx
did not attach any decisive significance to the difference between
physical and intellectual labor. Marx spoke of this in a well-known
passage in Chapter 14 of the first volume of Capital, and in numerous
other places. With reference to the labor of the “overlooker, engineer,
manager, clerk, cte—in u word, the labor of the whole personnel
required in a particular sphere of material production,” he stated
that, In fact they add their aggregate labor to the constant capital,
and increase the value of the product by this amount. (How far is
this true of bankers, etc?)’ (Theories of Swurplus Valwe, Parr I, p.
160).2 Intellectual laborers are supposed Lo be “indispensable” for the
process of production, and thus they “earn” rewards from products
created by physical workers. According to Marx, however, they create
new value. From this value they reccive o reward, leaving a part of
this value in the hands of the capitalist in the form of unpaid value,
surplus value.

Intellectual lubor necessary for the process of material produc-
tion in no way differs from physical labor. 1t is “productive”™ if it is
orgatized on capialist prnciples. [o this case it is completely the
same thing whether the intellectuat labor is organized together with
the physical labor in one centerprise (engineering bureau, chemical
laboratory or an accounting burcau in a factory}, or separated into an
independent enterprise (an independent experunental chemical labora-
tory which bas the task of mmproving production, and so on).

The following difference between types of labor has major sig-
nificance for the problem of productive labor: this is a difference
between labor which “‘embodies itself in material use-values” (Ibid.,

2 The reservation about bankers will become clearer below.
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p. 162) and labor or service “which assumne no objective form
~which do not receive an existence as things scparate from those
performing the services™ (Ibid.}), namely, where “production cannot
be separated from the act of producing, as is the case with all per-
forming artists, orators, actors, leachers, physicians, pricsts, ete.”
(Ibid., p. 398).3 Assuming that “the entire world of commodities, all
spheres of malerial production--the production of material wealth--
are (formally or really) subordinated to the capitalist mode of pro-
duction” (Ibid., p. 397), the sphere of material production as a whole
is included in the sphere of productive, namely capitalistically organ-
ized labor, On the other hand, phenomena related to non-material
production “are so insignificant compared with the totality of pro-
duction that they can be left entirely out of account” (Ibid., p. 398).
Thus, on the basis of two assumptions, namely, 1) that material
production as a whole is organized on capitulist principles, and 2)
that non-material production 1s excluded from our analysis, produc-
tive Jubor can be defined as labor which produces material wealth.
“And so productive labor, along with its determining characteristic--
which takes no account whatever of the content of labor and is
entirely independent of that content—would be given a second, dif-
ferent and subsidiary definition™ {Ibid., p. 397). 1t is necessary to
remember that this is a “secondary” definition which is valid only if
the above-listed premises are given, i.e., if capitalistically organized
labor is assumed in advance. Actually, as Marx himself frequently
pointed out, productive labor in the sense defined above, and labor
which produces material wealth, do not coincide; they diverge in two
ways. Productive labor encompasses labor which is not embodied in
material things if it is organized on capitalist principles. On the other
hand, labor which produces material wealth but which is not organ-
ized in the form of capitalist production is not productive labor from
the standpoint of capitalist production (see Theories of Surplus
Value, p. 162).* 1f we do not take the “secondary definition” but

3 Lconomists do not always carry through a clear difference between
labor which has a material character, labor which 1s designated to the satisfac-
tion of material needs, and labor which 15 cmbodied in material things. For
example, on two pages, S. Buigakov, when he speaks of productive labor, has in
mind cither “labor directed to making objects useful to man™ or “labor
directed to the satisfaction of material needs,” in ‘O nekotorykh osnovnykh
ponyatyakh politicheskoi ckonomii” (On Somc Basic Concepts of Political
Economy), Nauchnoe Obozrenie (Scientific Survey), 1898, No. 2, pp. 335 and
336.

4 Sce B. 1. Gorev, Na ideologicheskom fronte (On the Idcologicat Front),
1923, pp. 24-26.
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the “decisive characteristic” of productive labor, which Marx defines
as labor which creates surplus value, then we see that all traces of
“materialistically” defined labor are eliminated from Marx’s defini-
tion. This definition takes as its starting-point the social (namely
capitalistic) form of organization of labor. This definition has a socio-
logical character.

At first glance, the conception of productive labor which Marx
developed in Theories of Surplus Value diverges from Marx's view of
the fabor of workers and clerks employed in trade and credit (Capi-
tal, Vol 1I, Chapter 6, and Vol. 11f, Chapters 16-19). Marx does not
consider such lubor productive. According to many social scientists,
including Marxists, Marx refused to consider this labor productive
because it does not bring about changes in material things. According
to them, this 1s a trace of “materialistic” theories of productive labor.
Noting the position of the “‘classical school, that productive labor, or
labor which creates value (from a bourgeois point of view, this is a
simple tautology), must certainly be embodied in material things,” V.
Bazarov asked with astomushment: “How could Marx commit such a
mustake, after having discovered the fetishistic psychology of the
commodity producer with such ingenuity?” S A. Bogdanov criticized
theories which separate “intellectual” and “material” aspecis of labor,
and added: “These conceptions of classical political economy were
not subjected by Marx to the critique which they deserve: in general,
Marx himself supported these conceptions.”©

Is it actually true that Volumes 11 and IH are imbued with the
“materialistic” conception of productive labor which Marx subjected
to detailed and destructive criticism in Theories of Surplus Value?
Actually, such a glaring contradiction 1 Marx’s views does not exist.
Marx does not renounce the concept of productive labor as labor
which is organized on capitalistic principles mndependently of its con-
crete useful character and its results. But il this is so, why does Marx
not consider the lubor of sulesmen and store clerks, organized in a
capitalistic commercial enterprise, productive? To answer this ques-
tion, we must remember that wherever Marx spoke of productive
labor as labor which s hired by capital in Theories of Surplus Value,
he had in mind only productive capital. The addendum to the first

5 V. Bazarov, Trud proizvoditelnyi | trud, obrazuyushchii tsennost’
(Productive Labor and Labor which Creates Value), Petersburg: 1899, p. 23.

6 A. Bogdanov and I, Stepanov, Kurs politicheskoi ekonomii (Course of
Political Economy), Vol. I, 4th Edition, p. 12.
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volume of Theories of Surplus Value,” which has the title “The Con-
cept of Productive Labor,” begins with the question of productive
capital. From here, Marx moves on to productive labor. This adden-
durn ends with the words: “Here we have been dealing only with
productive capital, that is, capital employed in the direct process of
production. We come later to capital in the process of circulation,
And only after that, in considering the special form assumed by
capital as merchant’s capital, can the question be answered as to how
far the laborers employed by it are productive or unproductive.”8
Thus the question of productive labor rests on the question of pro-
ductive capital, ie., on the well-known theory, in Volume II of
Capital, of the “Metamorphoses of Capital.” According to this
theory, capital goes through three phases in its process of reproduc-
tion: money cuapital, productive capital and commodity capital. The
first and third phases represent the “process of circulation of capi-
tal,” and the second phase, the "‘process of production of capital.”
“Productive” capital, in this schemu, is not opposed to unproductive
capital, but to capital in the “‘process of circulation.” Productive
capital directly organizes the process of the creation of consumer
goods in the wider sense. This process includes all work which 1s
necessary for the adaptation of goods for the purpose of consump-
tion, for example, preservation, transport, packaging, and so on.
Cuapital in the process of circulation organizes “genuine circulation,”
purchase and sale, for example the transfer of the right of ownership
abstracted from the actual transfer of products. This capital over-
comes the friction of the commodity capitalist system, so to speak,
friction which 15 due to the fact that the system is splintered into
individual economic units. 1t precedes and follows the process of
creating consumer goods, though it is linked to this process indi-
rectly. The “production of capital” and the “circulation of capital”
become independent in Marx’s system, and they are treated sepa-
rately, even though at the sume time Marx does not lose sight of the
unity of the entire process of reproduction of capital. This is the
basis for the distinction between labor employed in production and
fabor employed in circulation. However, this division has nothing to
do with a division of lsbor into lubor which produces changes in

7 [Cf. K. Kautsky’s edition of Marx's Theories of Swrplus Value, New
York: International Publishers, 1952.}

8 {Marx, Theories of Surpius Vaiue, Part 1, Moscow: FLPH, 1956, p.
400.)
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material goods and labor which does not possess this property. Marx
distinguishes labor hired by *‘productive™ capital, or more preciscly
by capital in the phase of production, from labor wlich is hired by
commedity or money capital, or more precisely capital in the phase
of circulation. Only the first type of labor is “productive.” not
because it produces material goods, but because it is hired by “‘pro-
ductive” capital, i.c., capital in the phase of production. The parti-
cipation of labor in the production of consumer goods (not neces-
sarily muaterial goods) represents, for Marx, an additional property of
the productive churacter of labor, but not its criterion. The criterion
remains the capitalist form of organization of labor. The productive
character of labor 1s an expression of the productive character of
capital. The movement of the phases of capital determines the charac-
teristics of the labor which they hire. Here Marx remains true to his
view thal in the capitalist society the moving force of development is
capital: i1ts movements determine the movement of labor, which is
subordinate to cupital,

Thus, according to Marx, every type of labor orgamzed in
Jonus of the capitalist process of production, or more precisely, labor
hired by “productive” capital, i.c., capital in the phase of production,
is productive labor. The labor of salesmen is not productive, not
because it does not produce changes in material goods, but only
because it is hired by capital in the phase of circulation. The labor of
the clown i the service of the circus entrepreneur is productive even
though it does not produce changes in material goods and, from the
standpoint of the requirements of the social economy, it 1s less useful
than the lubor of salesmen. The labor of the clown is productive
because it is employed by capital in the phase of production. (The
result of the production in this case consisis of non-material goods,
jests, but this does not change the problem. The clown’s jests have
use-value and exchange-value. Their exchange-value is greater than the
value of the seproduction of the clown’s labor power, i.e., than lus
wage and the expenditures for constant capital. Consequently, the
entrepreneur draws a surplus value.) On the other hand, the labor of
a cashier in a circus, who sells tickets for the clown’s performances. is
unproductive, because he is hired by capital in the phase of circula-
tion: he only assists in transferring the “‘right to watch the show.”
the right to enjoy the jests of the clown, from one person (the
entreprencur) to another (the public).?

< > g
9 What has been said does not mican that Marx did not sce any difference
betwecn material and non-wmaterial production. Recognizing as productive every
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For an accurate grasp of Marx’s idea, it is necessary to grasp
clearly that the phase of circulation of capital does not mean an
“actual,” “real” circulation and distribution of products, ie., a pro-
cess of real transfer from the hands of producers to the hands of
consumers, which is necessarily accompanied by the processes of
transport, prescivation, packaging and so on. The function of circula-
tion of capital is only to transfer the right of ownership of a product
from one persont to unother, only a transformation of value from a
commodity form to a moncy form, or inversely, only a realization of
produced value. It is an ideal or formal transition, but not a real one.
These are “costs of circulation, which originate in a mere change of
form of value, in circulation, ideally considered” (C., I, p. 139). “We
are concerned here only with the general character of the costs of
circufation, which arise out of the metamorphosis of forms alone”
(Ibid.,, p. 138). Marx established the following proposition: “The
general law is that all costs of circulation which arise only from
changes in the forms of commodities do not add to their value”
(Ibid., p. 152).

Marx sharply distinguished this “formal metamorphiosis,” witich
is the essence of the phase of circulation, from the “rea! function” of
commodity capital (C., 1II, p. 268). Among these real functions Marx
included: transport, storage, “distribution of commodities in a dis-
tributable form” (Ibid., p. 267), “expressing, transporting, distribut-
ing, retailing” (Ibid., p. 282 and p. 288). It is to be understood that
the formal realization of value, ie., the transfer of the right of
ownership over products, “acts as middleman in their realization and
thereby simultancously m the actual exchange of commodities, i.e., in
their transfer from hand 1o hand, in the social metabolism” (7Ibid., p.
282). But theoretically, the formal realization, the genuine function
of capital in circulation, is compietely different from the real func-
tions mentioped above, which are in essence foreign to this capital
and have a “heterogeneous” character (fbid.. p. 2582/, In usual com-
mercial enterprises these formal and real functions usually ntermingle
and intertwine. The labor of a salesman in a store serves for the reul
function of preservation, unpacking, packing, transport, and so on,
and the formal functions of purchase and sale. But these functions

labor employed by productive capital, Marx apparently held that inside of this
productive labor it was necessary to distinguish “productive labor in a narrow
sense,” namcly, labor employed in material production and embodied in
mategial things (Theorien wber den Mehrwert, 11, p. 496).
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can be separated in terms of persons as well as territorially: “pur-
chasable and saleable commodities may be stored in docks or in other
public premises” (Ibid., p. 289}, for example, in commercial and
transportation warehiouses. The formal moment of realization, pur-
chase and sale, may take place elsewhere, in a special “sales bureau.”
The formal and the real aspects ot circulation are separate from each
other.

Marx viewed all the real functions as “production processes
continuing within the process of circulation” (1bid., pp. 267-268),
“processes of production which may continue in the process of cir-
culation™ (Ibid., p. 288). They are “processes of production which
are only continued in circulation, the productive character of which
is hence merely concealed by the circulation form” (C., 1, p. 139/,
Thus labor which is applied in these “processes of production” is
productive labor which creates value and surplus value. If the labor of
salesmen consists of carrying oul real functions: preservation, trans-
port, packaging, etc., it is productive labor, not because it is em-
bodied in material goods (preservation does not produce such
changes) but because it is engaged in the “process of production,”
and is consequently hired by productive capital. The labor of the
same commercial clerk is unproductive only if it serves exclusively
the *“formal metamorphosis” of value, its realization, the ideal
transfer of the right of ownership over the product from one person
to another. The “formal metamorphosis” which takes place in the
“sales bureau” and which is separate from all real functions, also
requires certain circulation costs and expenditures of labor, namely
for accounting, bookkeeping, correspondence, ete. (C., /II, p. 289.)
This labor is not productive, but once again not because it does not
create material goods, but because it serves the “formal meta-
morphosis” of value, the phase of “circulation” of capital in pure
form.

Accepting Marx’s distinction between “formal” and “material”
functions {we prefer the term “‘real,” which is found in Marx’s work;
the term “‘material” may lead to misunderstanding), V. Bazarov
denijes that the formal functions can require “the application of a
single atom of living human labor.”}0 “In reality only the ‘material’
aspect of the functions of commodity capital absorb living human
labor, However, the formal metamorphosis does not require any
‘expenditures’ from the merchant.” We cannot agree with Bazarov’s

10 Bazarov, Op. Cit., p. 35.
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view, Let us assume that all real, “material” functions are separate
from the formal functions, and that goods are preserved in special
warehouses, docks, ete. Let us assume that in the “sales bureau” only
the formal act of purchase and sale takes place, the transfer of the
right of ownership over the commodity. The expenditures for the
equipment in the bureau, the maintenance of the clerks, sales agents,
the keeping of accounts, to the extent that these are caused by the
transfer of the right of ownership from one person to another, are all
“genuine costs of circulation” related only to the formal meta-
morphosis of valuc. As we can see, even the formal metamorphosis of
value requires “expenditures” by the merchant and the application of
human labor which, in this case, is unproductive according to Marx.

We turn the attention of the reader to the question of book-
keeping because, as some writers claim, Marx denied the productive
character of labor in bookkeeping in ail cases.t! We hold such a view
to be erroncous. Actually, Marx’s views on ‘“‘bookkeeping” (C., I,
Chapter 6) are distinguished by extreme obscurity and may be in-
terpreted in the above semse. But from the standpoint of Marx’s
conception of productive labor, the question of the labor of book-
keepers does not raise particular doubts. If bookkeeping is necessary
for the performance of real functions of production, even if these
functions are carried out in the course of circulation (the labor of the
bookkeeper is related to production, preservation, transport of
goods), then bookkeeping is related to the process of production. The
labor of the bookkeeper is unproductive only when he performs the
formal metamorphosis of value--the transier of the right of ownership
over the product, the act of purchase and sale in its ideal form. We
agam repeat that in this casc the labor of the bookkeeper is not
unproductive because it does not produce changes in material goods
(in this respect it does not differ from the labor of u bookkeeper in
the factory), but because it is hired by capital in the phase of cir-
culation (separated from all real functions).

These distinctions between formal and real functions of com-
modity capital, or between circulation in its pure form and “the

1 Such a view can be found in the work of V. Bazarov (Op. Cit., p. 49)
and 1., Davydov, in his article “K voprosu o proizvoditel’nom i ne-
proizvoditel'nom trude” (Contribution to the Problem of Productive and Un-
productive Labor), Nauchnoe Obozrenie (Scientific Survey), 1900, No. 1, p.
154; and C. Prokopovich, “K kritike Marksa” (Contribution to the Critique of
Marx), 1901, p. 35; Julian Borchardt, Die volkswirtschafilichen Grundbegriffe
nuch der Lehre von Karl Marx. Berlin: Buchverlag Riitebuad, 1920, p. 72.
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processes of production which are carried out in the process of cir-
culation,” are applied by Marx in Volumes II and III of Capital We
cannot agree with the view that Marx applied these distinctions only
in Volume III, while Volume I1 arbitrarily treats all expenditures on
exchange, including those expended on the real functions of circula-
tion, as unproductive. V. Bazarovl? and A. Bogdanov 13 expressed
such a view of the major difference between the second and third
volumes of Capital. Actually, even in Volume I of Capiral, Marx
relates only “genuine costs of circulation” and not all costs of cir-
culation, to unconditionally unproductive costs (C., II, p. 132}, In
Volume II he speaks of “processes of production” which are carried
out in exchange and have a productive character (Ibid., p. 139).
Without taking into consideration minor differences in shades of
thought and formulation, we do not find a basic contradiction
between Volumes II and III of Capital This is not to deny that in
Chapter 17 of Volume III, and particularly in Chapter 6 of Volume
I, discordant passages, terminological unclarity and individual contra-
dictions are found, but the basic conception of productive labor as
fabor which is hired by capital (even in supplementary processes of
production which are carried out in circulation) and unproductive
labor which serves capital in the phase of pure circulation or in the
“formal metamorphosis” of value, 1s very clear.

A. Bogdanov objects to Marx’s division of the functions of
commodity capital into real {continuation of the productive process)
and formal (pure circulation) on the ground that in capitalism the
formal functions are just as “objectively necessary’ as the real, since
their puapose is to satisfy real requirements of the given productive
system.}4 However, Marx did not intend to deny the necessity of the
phase of circulation in the process of reproduction of capital. “He
{the buying and selling agent} performs a necessary function, because
the process of reproduction itself includes unproductive functions”
(C., 1l, p. 134) i.e., the function of pure circulation. “The labor-time
required in these operations [of pure circulation}] is devoted to
certain necessary operations of the reproduction process of capital,
but yields no additional value” (C., Ili, p. 290). According to Marx,
the phases of production and circulation are equally necessary in the

12 g, Cit., pp. 39-40.

13 Kurs politicheskoi ekonomii (Course of Political Economy), Vol. 11,
Part 4, pp. 12-13,

14 op. cit.. p. 13.
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process of reproduction of capital. But this does not abolish the
distinctive properties of these two phases of the movement of capital,
Labor hircd by capital in the phase of production and labor hired by
capital in the phase of circulation are both necessary, but Marx
considered only the first productive. A. Bogdanov takes the objective
necessity of the labor for the given cconomic system as a criterion of
productiveness. In this way he not only erases the difference between
labor engaged in production and labor engaged in circulation, but he
conditionally adds ‘‘functions which are related to military
activity’’15 to productive functions, even though functions related to
military activity are organized on the basis of public law and not on
the basis of private capitalist production. As opposed to Marx, A,
Bogdanov does not tuke the social form of organization of labor as
the criterion of its productiveness, but rather the “indispensability”
of the labor, in its concrete and useful form, for the given economic
system.

Thus the conceptions of writers who reduce Marx’s theory of
productive labor to a difference between labor embodied in material
things and labor which does not possess this property, must be
recognized as unconditionally erroneous. Hilferding gets closer to this
problem in Marx’s work. He considers every labor “necessary for the
social purpose of production, and thus independent of the de-
termined historical form which the production takes in the given
determined social form,” to be productive. “On the other hand, labor
which is expended only for the purposes of capitalist circulation, i.e.,
which originates from the delermined historical organization of
production, does not create value.” 16 Some passages in Marx’s work
(C., II, p. 138 and p. 142} are similar to Hilferding’s definition of
unproductive labor. However, Hilferding’s definition of productive
labor as “independent from the determined social form of produc-
tion” diverges from Marx’s definition. Hilferding's conception that
the “criterion of productiveness . . . is one and the same in all social
formations” (Ibid.,) sharply contradicts Marx’s entire system, Marx’s
distinction between labor hired by capital m the phase of production
and labor hired by capital in the phase of circulation wus reflected

15 op. cit., p. 17.

16 R. Hilferding, “Postanovka problemy teoreticheskoi ckonomii u
Marksa” (Marx’s Formulation of the Problems of Theoretical Economics),
Osnovnye problemy politicheskoi ekonomii (Basic Problems of Political
Economy), 1922, pp. 107-108.
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and partly modified in Hillerding’s conception.

We do not ask whether or not Marx’s definition of productive
labor, based on the analysis of the social form of the labor, is cor-
rect, or whether the conventional definitions in treatises on political
economy, which are based on “indispensability,” “uscfulness,” the
“material” character of labor or its role in personal and productive
consumption, are correct. We do not say that Marx’s distinction,
which abstracts from the content of the labor expenditures, is more
accurate than the more conventional views. We only hold that Marx’s
view is different from these conventional views and is not covered by
them. Marx’s attention was turned to another aspect of phienomena,
and we may in fact regret that Marx chose the term “productive” for
his treatment of the differences between labor hired by capital in the
phase of production and labor hired by capital in the phase of cir-
culation. The term “productive” had a different meaning in economic
science. (Perhaps a more suitable term would have been “production
labor.”)
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