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Towards an Unknown Marx

The recent publication of Marx’s writings in their entirety has been a seminal
event in Marxian scholarship. The hitherto unknown second draft of
Volume 1 and first draft of Volume 3 of Capital, both published in the Manu-
seripts of 1861—63, now provide an important intermediate link between the
Grundrisse and the final published editions of Capital.

In this book, Enrique Dussel, one of the most original Marxist philoso-
phersin the world today, provides an authoritative and detailed commentary
on the manuscripts of 1861-63.

The main points which Dussel emphasizes in this path-breaking work are
as follows:

e Thefundamental category in Marx’s theory is ‘living labour’ which exists
outside of capital and which capital must subsume in order to produce
surplus value.

®  Theories of Surplus Valueis not a historical survey of previous theories, but
rather a ‘critical confrontation’ through which Marx developed new cat-
egories for his own theory.

e The most important new categories developed in this manuscript are
related to the ‘forms of appearance’ of surplus value.

The final part of the book discusses the relevance of the Manuscripts of
1861-63 to contemporary global capitalism, especially to the continuing
underdevelopment and extreme poverty of Latin America.

Enrique Dussel is Professor of Philosophy, Universidad Metropolitana,
Iztapalapa, México. He has written over forty books in Spanish, a number of
which have been translated into English, German, French and Italian, including
The Philosophy of Liberation, Ethics and Community, and The Underside of Modernity.

Fred Moseley is Professor of Economics, Mount Holyoke College, Massa-
chusetts, USA, and is a highly regarded specialist on Marxian economics.
He has written or edited six books, including The Falling Rate of Profit in
the Post-war United States Economy (1992), Marx’s Methods in ‘Capital’: A Re-
examination (1993), and Heterodox Economics Theories: True or False? (1995).
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Editor’s introduction

‘Criticism starts from the negativity of the victim.’
Enrique Dussel

It has been discovered in recent years that Marx wrote four drafts of Capital,
not just two (the Grundrisse and Capital), as was commonly thought. In
between these two, Marx wrote two other fairly complete drafts of all three
volumes of Capital — one in the Manuscripts of 186163 and another in the
Manuscripts of 1864-65 (see Dussel 2001 and Moseley 2001a for further dis-
cussions of the four drafts of Capital).

The second draft in the Manuscripts of 1861—63 is especially interesting. It
includes, in addition to the well-known Theories of Surplus Value, a second
draft (after the Grundrisse) of Volume 1 (Parts 2—4), and a first draft of most
of Volume 8, both recently published for the first time." These manuscripts
are very rich and illuminating, and provide many insights into the logical
structure of the three volumes of Capital, and especially about how Volume 3
fits into this overall structure. They are much clearer and better organized
than the Grundrisse, and they contain more clarifying comments on Marx’s
logical method than the final ‘popularized’ editions.

Enrique Dussel has written a path-breaking book in Spanish about Marx’s
Manuscripts of 1861-63 entitled Hacia un Marx Descondido: Un Commentario de
los Manuscritos del 61—63, which was published in 1988. This book is a transla-
tion of that book. Dussel’s book is the second in a monumental trilogy on all
of Marx’s economic manuscripts. The other two books in Dussel’s trilogy are:
La Produccion Teorica (The Theory of Production) (1985), about the Grundrisse;
and El Ultimo Marx y la Liberacion de Latinoamericana (The Ultimate Marx and
the Liberation of Latin America) (1990), about Marx’s remaining economic
manuscripts.

Dussel is one of the most interesting Marxist philosophers in the world
today. He is an Argentinean (of Austrian descent) who was forced to flee for
his life during the military crackdown of the 1970s, and has lived ever since in
Mexico City. He is now a Professor of Philosophy at the Universidad
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Auténoma Metropolitana — Iztapalapa. Dussel has written over forty books
(in Spanish), four of which have been translated into English and several
other languages (German, French, and Italian): The Philosophy of Liberation
(1980, 1985), Ethics and Community (1988, 1993), The Invention of the Americas
(1995) and The Underside of Modernity (1996).

Dussel’s trilogy on Marx’s economic manuscripts grew out of a complete
chronological reading of all of Marx’s economic manuscripts in the original
German, together with graduate students at the Universidad Auténoma
Nacional de México in the 1980s. Since some of these manuscripts had not at
that time been published even in German, Dussel travelled to Berlin and
Amsterdam to read Marx’s original manuscripts — in Marx’s awful handwrit-
ing! I don’t know of anyone else who has conducted such a thorough and sys-
tematic reading of all of Marx’s economic manuscripts.

I think that Dussel’s trilogy will turn out to be one of the most important
works in the history of Marxian scholarship. In my view, Dussel’s books are
more important that Rosdolsky’s The Making of Marx’s Capital (1977), which
of course had a significant impact. Rosdolsky’s book is only about the
Grundprisse and is much less philosophically sophisticated than Dussel’s tril-
ogy. The uniqueness of Dussel’s contribution is that he brings a very high
level of philosophical understanding to bear on Marx’s economic manu-
scripts, especially on the logical method employed by Marx in the construc-
tion of his economic theory, how Marx’s thinking (and his concepts)
developed through the various manuscripts, the continuing influence of
Hegel, etc. Rosdolsky tried to address these themes, but he didn’t know
enough about philosophy and Hegel to do it well. Nor did he have the later
manuscripts available to him.

Dussel’s method of exposition is to present a comprehensive and detailed
introduction to Marx’s manuscripts in his (Marx’s) own words, emphasizing
various themes, as we shall see below. Dussel’s exposition follows Marx’s
manuscripts chronologically, section by section, including initial intuitions,
detours and digressions (some of which turn out to be quite significant), and
highlights Marx’s discoveries and theoretical advances, as well as his confu-
sions and difficulties. In this way, Dussel explains how Marx’s thinking devel-
oped and was clarified on a number of key issues while working on the various
drafts of Capital. The result is an extremely valuable ‘reader’s guide’ to
Marx’s manuscripts that greatly facilitates our understanding of their mean-
ing and significance.

This introduction provides a brief overview of the Manuscripts of 1861-63
and of the main themes of Dussel’s commentary on these manuscripts. The
main sections of the manuscripts are: (1) the second draft of Volume 1, Parts
2—4; (2) Theories of Surplus Value; (3) the first draft of most of Volume 3; (4)
completion of the draft of Volume 1. (See Appendix 1 for a detailed chrono-
logical account of the subjects Marx worked on in these manuscripts.)
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1 The second draft of Volume 1, Parts 2—4 (Notebooks I-V)
(MECW. 30: 9-346)*

The Manuscripts of 1861-63 begins with the second draft of Volume 1, Parts
2—4, of Capital. This second draft of Volume 1 is very interesting and is much
more clearly developed than the rough and exploratory first draft in the
Grundrisse. By this time, Marx had a very clear idea of the overall logical struc-
ture of Volume 1 (as he had since at least early 1859; see the outline in
MECW. 29: 511-17), and he was able to write these chapters in a fairly com-
plete, coherent form.

This second draft of Volume 1 begins with Part 2 on the “Transformation
of Money into Capital’, instead of Part 1. Dussel (2001) points out that Marx
began all of the last three drafts of Volume 1 with Part 2, including the final
published version in 1867 (Part 1 was the last part to be written, just before
publication). Dussel argues that Marx began writing with Part 2 because this
part is the real conceptual starting point of Marx’s theory: the ‘“face to face
encounter’ between capital as money and living labour. Part 1 is merely a
preliminary, which is necessary in order to explain what money is (the form
of appearance of labour), before explaining the transformation of money
into capital through its confrontation with living labour.

Dussel emphasizes that, according to Marx’s theory, living labour is the
“creative source’ that produces all value, including the surplus value that valo-
rizes capital. Without living labour, capital cannot valorize itself. Capital by
itself is not a source of surplus value. As profit, capital appears to be the
source of surplus value, but this appearance is just a fetishistic illusion. In
order to produce surplus value, capital must subsume living labour (the ‘cre-
ative source’) into itself from the outside, from what Dussel calls the ‘exteri-
ority’. Living labour exists, prior to its encounter with capital in the
‘exteriority’, and in ‘absolute poverty’ (separated from the conditions of
labour). However, this impoverished worker is also the ‘creative source’ of all
value and surplus value. Once this creative source is incorporated into capi-
tal, it produces surplus value for capital.

Dussel (1997) argues that Marx’s emphasis on living labour as the ‘creative
source’ of surplus value is based on Schelling’s critique of Hegel. According
to Hegel, Being passes into Essence as a result of its own self-development; no
external element is necessary for this development. According to Schelling,
on the other hand, the ‘creative source’ of Being exists outside of and prior
to Being. Being is explained as an effect of this ‘creative source’. Similarly,
Dussel argues that for Marx living labour is the economic ‘creative source’,
which also exists outside of and prior to capital. Capital cannot produce sur-
plus value as a result of its own ‘self-development’. This is Marx’s ‘inversion’
of Hegel’s logic, according to Dussel. All the different individual forms of
capital are explained as effects of living labour, as the forms of appearance of
living labour, from the ‘exteriority’ of capital. (See Appendix 2 on the con-
cept of ‘exteriority’ in Marx’s thought.)
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Dussel criticizes Lukacs and Kosik for thinking that the key concept in
Marx’s theory is totality, which suggests that capital is self-sufficient in itself.
However, according to Dussel, Marx’s theory of surplus value demonstrates
that capital is not a self-sufficient totality. Capital can exist (i.e. produce sur-
plus value) only by incorporating living labour from outside of itself, in the
‘exteriority’. Therefore, the key concept of Marx’s theory is exteriority (the
realm of existence of living labour), not totality. Michael Lebowitz (1992, Ch.
3) has also argued, in a similar way to Dussel, that capital is not a totality in
Hegel’s sense of self-sufficiency, but instead requires living labour as a condi-
tion of its existence.

Dussel also emphasizes that Marx’s theory of surplus value in Volume 1
applies to the capitalist economy as a whole, i.e. to the capitalist class as a whole
and the working class as a whole, not to an individual firm or an individual
industry. The objective of Marx’s theory is to explain the total surplus value
produced in the capitalist economy as a whole, not to explain the surplus
value produced in a single firm or industry. This ‘macroeconomic’ nature of
Marx’s theory of surplus value is especially clear in this draft in several key
chapters. In the draft of what later became Chapter 5 (‘Contradictions in the
General Formula of Capital’), it is argued that the surplus value of the capi-
talist class as a whole cannot be increased through the acts of circulation
alone, although the profit of individual capitalists may increase at the
expense of others. In the draft of Chapter 10 (‘The Working Day’), the
length of the working day is determined by the class struggle between the
capitalist class as a whole and the working class as a whole (it is certainly not
determined by the voluntary choices of individual workers, based on their
relative preferences for labour and leisure, as in neo-classical theory). And
similarly in the draft of Chapter 12 (‘Relative Surplus Value’), it is argued
that, if the working day is fixed, then the surplus value of the capitalist class as
awhole can be increased only by the reduction of necessary labour through
technological change that increases the productivity of labour in industries
that produce the workers’ means of subsistence.

2 Theories of surplus value: Marx’s ‘critical confrontations’
(Notebooks VI-XV) (MECW. 30: 347-52: 541)

While working on Part 4 of Volume 1 on relative surplus value, Marx broke
off and began to write in a new notebook (Notebook VI), which he entitled
Theories of Surplus Value. Perhaps Marx’s original intention was to follow his
own theory of surplus value, which he had just presented, with a brief critical
summary of previous theories of surplus value of the classical economists, in a
similar way to what he had done for theories of value and theories of money
in the preface to A Contribution to the Critique of Political Economy. In any case,
Marx’s work on the theories of surplus value soon greatly expanded into a
tremendous burst of creative energy that lasted for several years.
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Dussel argues that the Theories of Surplus Valuewas notintended as a histori-
cal survey of previous theories of surplus value or profit. Rather, it was a ‘criti-
cal confrontation’ between Marx’s theory and these previous theories. It was
a sort of logical and empirical ‘test’ of the theory that Marx was developing
against these other theories: which theory could best explain the all-impor-
tant phenomenon of surplus value? Furthermore, Dussel argues, through
this ‘critical confrontation’ Marx began to develop new categories for his
theory that were needed to explain more concrete phenomena, phenomena
that Marx had hardly discussed at all in the Grundrisse and about which
Marx’s thinking was still not fully developed (but would develop rapidly
while working on these manuscripts in the months ahead). The rest of this
section discusses the two most important examples, emphasized by Dussel, of
how Marx developed his own theory and his own categories through ‘critical
confrontation’ with other theories.

2.a Marx’s reproduction schemes and ‘Smith’s dogma’

The first example has to do with Marx’s early work on what later became
known as the ‘reproduction schemes’ (in Part 3 of Volume 2 of Capital).
Marx started to study in detail for the first time the question of the ‘reproduc-
tion of the total social capital’ in the process of a ‘critical confrontation’ with
Adam Smith, and in particular with what Marx called ‘Smith’s dogma’
(MECW. 30: 402-51; TSV. 1: 97-150).> According to ‘Smith’s dogma’, the
total price of the annual product could be entirely resolved into different
forms of revenue (wages + profit + rent), without an additional component
for constant capital. Marx considered this ‘dogma’ to be one of ‘the main pil-
lars of all political economy hitherto’ (letter to Engels, 30 April 1868; MECW.
42: 25; emphasis in the original), and he devoted considerable energy in sub-
sequent years to destroying this ‘main pillar’ of classical economics.

Marx evidently began to realize while working on ‘Smith’s dogma’ in the
Manuscripts of 1861—63 that a critique required an analysis of the circular flow
of the total social capital, similar to that presented by the Physiocrats in their
Tableau Economique. Therefore, he later returned several times in these
manuscripts (MECW. 31: 204—45 and 34: 238-47 and 288-90; TSV. 1: 308-44
and 378-80) to study the Physiocrats’ tableaw (which he had not mentioned
at all in his brief initial discussion of the Physiocrats, prior to confronting
Smith’s dogma). Marx modified the Physiocrats’ tableau to suit his theory
and his own purposes, and used this analysis of the reproduction of the total
social capital to demonstrate that, contrary to Smith and his followers, the
total price of the annual product could not be entirely resolved into reve-
nues. Instead, the total price includes another component, which is equal to
the value transferred from the means of production, and the capital recov-
ered from this component must be used to repurchase the means of produc-
tion consumed in the last period (see Moseley 1998 for a further discussion
of Marx’s reproduction schemes as a critique of ‘Smith’s dogma’).
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Therefore, we can see that Marx’s ‘critical confrontation’ with Smith’s
dogma took him beyond the limits of Volume 1 of Capital and the ‘theories
of surplus value’, to issues related to Volume 2 and the circulation of capital.
Dussel also emphasizes that later attempts by Otto Bauer, Rosa Luxemburg,
etc. to use Marx’s reproduction schemes to analyse the possibility of crises or
‘breakdown’ in capitalist economies is very foreign to Marx’s own purpose to
criticize Smith’s dogma.

2.b The beginning of Marx’s theory of the distribution of surplus value

The most important example of how Marx developed his own theory
through ‘critical confrontation’ with previous theories in these manuscripts
—and indeed the defining characteristic of these manuscripts — is that Marx
also began to develop for the first time his theory of the distribution of surplus
value (average profit, rent, price of production, merchant profit, interest,
etc.) that would later be presented in Volume 3 of Capital, as distinct from
the production of surplus value (the determination of the total amount of
surplus value) that is the subject of Volume 1.

Marx’s development of his theory of the distribution of surplus value
appears to have begun somewhat unexpectedly. Marx originally planned to
follow the discussions of Smith with Ricardo’s theory of surplus value
(MECW. 31: 583—4; note 2), which made sense both thematically (in a discus-
sion of ‘theories of surplus value’) and chronologically. Instead, Marx next
discussed a more recent minor work (published in 1851) by Johann
Rodbertus, who had attempted to develop Ricardo’s theory of rent in order
to be able to explain absolute rent (rent on the least fertile land), which
Ricardo had not been able to explain. This subject is out of place, not only
chronologically, but also logically, since it deals with rent, which is an aspect
of the distribution of surplus value, rather than the production of surplus
value. Marx labelled this section of the manuscript ‘Digression’.

It appears that the immediate reason for this surprising turn was largely
practical and fortuitous. Lasalle had loaned Marx a copy of Rodbertus’ book
the year before and had recently written to Marx to say that he wanted his
book back (MECW. 31: 593, note 99). Therefore, Marx studied Rodbertus’
book while he still had the opportunity to do so. The book turned out to be
more interesting than Marx had expected and appears to have stimulated
Marx’s thinking about rent and about the distribution of surplus value in
general. It started Marx on a very creative theoretical excursion for almost a
year, during which time he began to work out the details of his own theory of
the distribution of surplus value, to be presented later in Volume 3 of Capital.
Dussel considers this new departure, inspired by the ‘critical confrontation’
with Rodbertus, to be the ‘central moment of all the Manuscripts of 1861-63’.
(See Table 1 for a chronological view of how Marx’s work on these manu-
scripts in the following months expanded into the subjects of Volume 3 and
the distribution of surplus value; see also Moseley 1997 and 2001b for a
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further discussion of Marx’s development of his theory of the distribution of
surplus value in these manuscripts and beyond.)

Early in the section on Rodbertus, Marx began to realize that, in order to
be able to explain absolute rent, it is first necessary to explain prices of pro-
duction (or what Marx called in this manuscript ‘average prices’ or ‘cost
prices’). Therefore, he began to sketch out for the first time the details of
his theory of ‘average prices’. (MECW. 31: 260—4 and 297-305; TSV. 2: 27—
30 and 64-71). Marx followed the discussion of Rodbertus’ theory of rent
with further discussions of Ricardo’s and Smith’s theory of rent, and with
further discussions of Ricardo’s and Smith’s theories of ‘cost price’. Marx’s
main critique of the latter is that Ricardo and Smith failed to distinguish
between cost prices and values, i.e. they did not in fact provide a theory of
cost prices (prices that equalize rates of profit across industries), as distinct
from values.

While working on Ricardo’s theory of differential rent, Marx also began to
develop for the first time the categories of market value and individual value,
which have to do with intra-industry competition, as distinct from inter
industry competition that equalizes profit rates (MECW. 31: 428-35 and TSV.
2:203-11). A more fully developed discussion of these categories is in Chapter
10 of Volume 3 of Capital. We will see in Chapter 13 that these categories
related to intra-industry competition are the key to Dussel’s theory of ‘depend-
ency’, which is based on Marx’s theory of the distribution of surplus value.

After considering various aspects of Ricardo’s theory in greater detail (sur-
plus value, profit and accumulation), Marx then discussed a variety of post-
Ricardian economists (Malthus, Torrens, Bailey, etc.) and several ‘Ricardian
socialists’ (Ravenstone, Hodgskin, etc.). While writing about Hodgskin,
Marx broke off again and began an entirely new section entitled ‘Revenue
and its Sources’, which is a kind of first draft of what later became the final
concluding Part 7 of Volume 3, with the same title (MECW. 32: 449-541 and
TSV. 3: 453-540). This section begins with a discussion of the ‘Trinity For-
mula’, which Marx called ‘the most fetishistic expression of the relations of
capitalist production’. Marx then went on to discuss interest, another form of
the distribution of surplus value (that would later be the subject of Part 5 of
Volume 3), which Marx called ‘the most complete fetish’ (interest appears to
originate from capital itself, with no relation whatsoever to living labour).
There is also in this section an interesting discussion — again for the first time
— of interest-bearing capital and commercial capital, which are explained as
‘derivative forms’ of the basic form of industrial capital (the source of surplus
value). There are also some remarkable pages in which Marx articulates for
the first time what would eventually be the main conclusion of his theory of
the distribution of surplus value in Volume 3 of Capital: that all these differ-
ent forms of surplus value are necessary forms of appearance of the same
underlying substance, the surplus labour of workers (MECW. 32: 471-503;
TSV. 3:473-503). Each of these forms of surplus value appears, to capitalists
and to bourgeois economists, to have its own separate and independent
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source (interest from capital, rent from land, etc.), but this appearance is just
a fetishistic illusion.

This section on ‘revenue and its sources’ is at the end of the published ver-
sion of Theories of Surplus Value, with which we are familiar. However, it is not
the end of Marx’s manuscript. Marx’s manuscript continues, and continues
to pursue the same general question of the different forms of the distribu-
tion of surplus value. Fortunately, because of the recent publication of the
entire manuscript, we can now study the very interesting and important
remaining sections of this manuscript, the continuation of Marx’s develop-
ment of his theory of the distribution of surplus value, inspired by his ‘critical
confrontation’ with Rodbertus and Ricardo, and others.

3 Expansion of Volume 3 to include the distribution of
surplus value (Notebooks XVI-XIX) (MECW. 33: 9-371)

The next individual form of surplus value that Marx began to consider for
the first time in the continuation of these manuscripts was commercial profit
(what he called mercantile profitin this section of the manuscript) (MECW. 33:
9-68). The question of commercial profit was no doubt raised for Marx by
the discussion of commercial capital in the previous section on ‘Revenue ... .
Dussel argues that, in the process of working out his explanation of commer-
cial profit, and the difference between the buying price and the selling price
of merchants, Marx finally and definitively settled on the term ‘price of pro-
duction’ for prices that equalize the rate of profit across industries (earlier in
the manuscript, as we have seen, Marx used the terms ‘average price’ and
‘cost price’). This was a significant advance in conceptual clarity.

While working on commercial profit, Marx decided to write a draft of what
he was then calling ‘Chapter 3’ on ‘Capital and Profit’ (MECW. 33: 69-153).
(Chapters 1 and 2 were what we now know as Volumes 1 and 2 on the ‘pro-
duction process of capital’ and the ‘circulation process of capital’, respec-
tively.) Marx’s original idea, and apparently still his idea while writing this
draft, was that this ‘Chapter 3’ should be concerned only with ‘capital in gen-
eral’ and should not include ‘competition’ and the various forms of the dis-
tribution of surplus value that Marx had been working on during the
preceding months. Therefore, this draft of ‘Chapter 3’ is concerned mainly
with categories related to what we know as Part 1 of Volume 3 (cost price,
which Marx here called ‘costs of production’, average profit and the rate of
profit) and Part 3 (on the ‘general law of the fall in the rate of profit’). He dis-
cusses briefly the determination of prices of production (the future Part 2),
but states several times that ‘a more detailed investigation of this point
belongs to the chapter on competition’ (MECW. 33: 83, 94 and 101). How-
ever, Marx’s plan for ‘Chapter 3’ changed drastically a few weeks later.

After finishing this draft of ‘Chapter 3’, Marx returned to commercial cap-
ital (or ‘mercantile capital’), and then returned to the discussion of
Hodgskin (from which, as we saw above, he had broken off three months
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earlier in order to write the section on ‘Revenue ... ’), and then finally contin-
ued with discussions of Ramsay, Cherbuliez and Jones (mainly about issues
related to the falling rate of profit). While working on Cherbuliez, Marx
broke off to write a remarkably clear, detailed outline of what we know as Part
2 of Volume 3 and what Marx then called ‘the second chapter of Part III, on
“Capital and Profit”, where the formation of the general rate of profit is dealt
with” (MECW. 33: 299). We can see from this outline that ‘Chapter 3’ has
become ‘Part 3’ and that it now includes a Chapter 2 on the general rate of
profit and prices of production. This first outline of ‘Chapter 2’ is very close
to the final version of Part 2 of Volume 3.

Thirty manuscript pages later, while working on Jones, Marx broke off
again to write a general outline of both the ‘Part I’ on the ‘production pro-
cess of capital’ and ‘Part III’ on ‘Capital and Profit’ (MECW. 33: 346-47).
Point 2 of the outline of ‘Part III’ is the formation of the general rate of
profit, so Marx must have had this general outline in mind when he wrote the
detailed outline thirty pages earlier. But what is most remarkable about this
outline is that ‘Part III’ on ‘Capital and Profit’ has been greatly expanded. It
now includes, not only the aspects of capital in general included in the draft
of a few weeks before, but also all the individual forms of the distribution of
surplus value that Marx had been working on over the past year, ever since
his encounter with Rodbertus: equal rates of profit, rent, interest and com-
mercial profit. These individual forms of surplus value are at the level of
analysis of competition, beyond capital in general. Marx’s work on these sub-
jects over the previous year must have convinced him that they should be
included in ‘Section 3’ on ‘Capital and Profit’, rather than waiting for a later,
separate volume on competition (which Marx no doubt realized by this time
that he would probably never write). (Oakley 1983: 82-110 also emphasizes
Marx’s expansion of the contents of ‘Capital and Profit’ to include aspects of
competition and the distribution of surplus value, besides capital in
general.)

Dussel argues that the individual forms of surplus value explained in
Volume 3 do not exhaust the analysis of competition. Many other, more con-
crete, aspects of competition still remain to be analysed after Volume 3 (e.g.
market prices, monopoly, credit, international competition, etc.). There-
fore, Dussel concludes that there are two levels of competition in Marx’s logical
structure: (1) general abstract competition, as in Volume 3; and (2) more con-
crete aspects of competition, which would be analysed after Volume 3.

Dussel emphasizes the importance of this outline of Volume 3, with its rad-
ically expanded contents, definitively clarified for the first time. This outline
is in a sense the main result of Marx’s very productive exploratory work on his
theory of the distribution of surplus value during the previous year." This out-
line is very close to the final version of Volume 3, which Marx wrote in the
next two years (1864-5). Evidently, Marx’s work on the Manuscripts of 1861—
63 clarified his thinking to such an extent on these issues that he was now
ready to write this volume. The fact that this 1864-5 draft of Volume 3,
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Table I Marx’s Manuscripts of 1861-63

Volume 1 Volume 3 MECW
Aug. 1861 Parts 2—4 30: 9-346
Mar. 1862 TSV 1 30: 347-31: 250
Smith, etc.
Jun. 1862 TSV 2 31: 250-32: 208
rent

average prices

Oct. 1862 TSV 3 32: 20949
disintegration
Nov. 1862 TSV 3 32: 449-541
interest
revenue
commercial profit 33: 9-68
Dec. 1862 Parts 1 and 3 33: 69-153
Jan. 1863 commercial capital 33: 154-252
reflux of money
TSV 3 33: 253-371
Ramsay, etc.
First outline 33: 299 and 346-7
(out of place in TSV)
Mar. 1863 Parts 4-8 33: 373-34: 354
Notes

Italics: recently published for the first time
TSV: Theories of Surplus Value
N.B.: Full draft of Volume 8 was written in the Manuscripts of 1864-65

although certainly not polished for publication, is as clear and complete as it
is, is further evidence of the clarity Marx achieved while working on these
1861-3 manuscripts.

Dussel emphasizes that the main conclusion of Marx’s theory of the distri-
bution of surplus value is that all these different forms of surplus value have
the same underlying source: the surplus labour of workers. These different
forms of surplus value appear to bourgeois economists to have their own sep-
arate and independent sources, but this is a fetishism which necessarily
results from their capitalist perspective. Marx’s theory demonstrates that all
these different forms of surplus value are in fact derived from the surplus
labour of workers. This general conclusion was first sketched out, as we have
seen, in the section on ‘Revenue and its sources’ in the Manuscripts of 1861-63,
and then later elaborated more fully in the concluding Part 7 of Volume 3,
with the same title.
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4 Completion of the draft of Volume 1 (Notebooks
XX-XXIIT) (MECW. 33: 372-34: 354)

After finishing with Jones, Marx returned to the draft of his theory of surplus
value of Volume 1 that he had broken off from ten months before to begin
Theories of Surplus Value. He returned to where he had left off, to Part 4 on rel-
ative surplus value (and the different forms of relative surplus value), and
then continued with Part 5 (on absolute and relative surplus value com-
bined), Part 6 (later Part 7 on the accumulation of capital) and briefly Part 7
(later Part 8 on ‘primitive accumulation’). With respect to relative surplus
value, Dussel emphasizes that the ‘technological truth’ of capitalism is in the
transition of the handicraft workshop to the mechanized factory, which
results in the real subsumption of labour under capital. Not only does the
worker have to work under the control of capitalists (which is formal subsump-
tion), but also in the day-to-day work in the factory the worker becomes a
mere appendage to machines, and is completely dominated by the techno-
logical structure of production. In other words, living labour is really and
actually dominated by dead labour.

Dussel emphasizes this same theme of the domination of dead labour over
living labour in his discussion of the section on accumulation. With accumu-
lation, domination is raised to a higher degree. With accumulation, the capi-
tal used to purchase the labour power of the worker is itself the result of past
unpaid surplus (stolen) labour. The worker is now exploited by his own past
product, as the alien property of another, which is the ultimate in alienation.
Past objectified alien surplus labour becomes a means of appropriating more
surplus living labour. In Marx’s vivid metaphor, workers make their own
‘golden chains’.

5 Marx’s concept of science

The last part of Dussel’s book consists of two chapters which are more inter-
pretative in nature. The first chapter (“The Manuscripts of 1861-63 and the
Philosophy of Liberation’) summarizes Dussel’s interpretation of Marx’s
concept of science, or the logical method used by Marx in the construction
of his theory of capitalism. There are two main aspects of Marx’s logical
method that are emphasized by Dussel. The first aspect is the ‘critique of
appearances’ and the ‘passage to the essence’, which has to do with the pre-
liminary work that is necessary before Marx began his theory of capitalism.
The ‘critique of appearances’ is the critique of fetishism, i.e. critique of the
failure to relate all the market phenomena of money and prices and income
to living labour. The ‘passage to the essence’ is the identification of living
labour as the ‘radical starting point’ of Marx’s theory. The essence is living
labour. Labour is the ‘creative source’ that produces all value and surplus
value. There is no other source of value and surplus value. All other
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economic categories of money and prices, etc. are derived, in one way or
another, from living labour.

After arriving at living labour as the starting point, the second main aspect
of Marx’s logical method, according to Dussel, is the explanation of the
market phenomena of money and prices and incomes from this starting
point of living labour, i.e. the explanation of these phenomena as the ‘neces-
sary forms of appearance’ of living labour. Marx’s theory proceeds step by
logical step, deriving all the economic categories from previous categories,
and ultimately from living labour, without ‘gaps’ or ‘leaps’ in the logic. This
is what Dussel calls the ‘development of the concept’ of living labour or the
‘constitution of the categories’ of the concept of living labour.

An important example of Marx’s logical method of the strict derivation of
categories is the key category of prices of production. According to Marx’s
theory, prices of production depend in part on the general rate of profit.
The general rate of profit, in turn, depends on the total surplus value pro-
duced in the capitalist economy as a whole and the total capital invested. The
total surplus value and the total capital invested are themselves determined
in the Volume 1 analysis of capital in general, and then used, in strict logical
order, to determine the general rate of profit and prices of production. In
this way, the Volume 1 analysis of capital in general (the total surplus value) is
a necessary ‘intermediate link’ (as Marx often said) in the explanation of
prices of production in Volume 3. Marx argued that Ricardo’s theory failed
primarily because he did not follow this logical method. Instead, Ricardo
simply assumed the general rate of profit as given, without providing an
explanation of its determination, i.e. without providing the necessary ‘inter-
mediate links’. This failure left a huge logical ‘gap’ in Ricardo’s theory,
which resulted in many other problems.

A related example of Marx’s logical method and of the insufficiency of
Ricardo’s logic is the category of absolute rent. We have seen above that
Marx discovered early in the Manuscripts of 1861-63, in his ‘critical confron-
tation’ with Rodbertus, that, in order to explain absolute rent, one must first
explain prices of production. This is the logical procedure Marx followed in
Volume 3: prices of production are first derived in Part 2 (derived from the
prior Volume 1 analysis of capital in general) and then rent, both absolute
and differential rent, are derived in Part 6 on the basis of the prior Part 2
theory of prices of production. Once again, Marx argued that Ricardo failed
to explain absolute rent because he had not provided the necessary ‘interme-
diate links’. In this case, Ricardo had not explained the determination of
prices of production, which meant that he could not explain absolute rent.

Dussel emphasizes that Marx’s logical method of the ‘development of the
concept’ and the derivation of the necessary forms of appearance from an
underlying essence (or ‘substance’) through dialectic logic was heavily influ-
enced by Hegel. Dussel argues that in this respect Althusser was completely
wrong — there was no ‘epistemological break’ with Hegel between the ‘young
Marx’ and the ‘old Marx’. The old Marx did not reject Hegel. Rather, the old
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Marx remained as much Hegelian as the young Marx, if not more so. To be
sure, Dussel argues that Marx used Schelling to ‘invert’ Hegel, as we have
seen above. However, Marx’s logic in Capital continued to be profoundly
influenced by Hegel. The basic logical structure of Marx’s theory remained
essentially the same throughout the four drafts of Capital, from the first draft
in the Grundrisseto the final published versions of Volume 1. There is no evi-
dence of an ‘epistemological break’ in these four drafts of Capital. Althusser
of course did not have access to all these four drafts, so his mistake is perhaps
understandable. But there is no such excuse for Althusserians today.

Dussel also emphasizes that Capital not only provides a theory of capital-
ism, but also offers a fundamental ethical critique of capitalism. Marx’s cri-
tique of capitalism is ‘ethical’ because it challenges the prevailing morality of
capitalist society. ‘Morality’, according to Dussel, means the whole set of ide-
ologies that justify the existing status quo, i.e. any given economic and social
system. For example, according to capitalist morality, the relation between
capitalists and workers is one of free and equal exchange, to the mutual ben-
efit of both parties. Workers receive a wage which is equal to their contribu-
tion to production and capitalists receive a profit which is equal to their
contribution to production or the contribution of the machines they own.
All is fair in this egalitarian world of capitalism, from the perspective of capi-
talist ‘morality’.

Marx’s theory poses a fundamental challenge to this prevailing capitalist
morality. Marx’s theory shows that the workers’ wage is only a part of the
value they produce and that the other part of the value they produce is
appropriated by capitalists as their surplus value. The different forms of sur-
plus value (profit, interest, rent, etc.) appear to bourgeois economists,
reflecting their capitalist perspective, to be the result of separate and inde-
pendent sources. But Marx’s theory demonstrates that all these different
forms of surplus value are in fact derived from the surplus labour of workers.

According to Marx’s theory, the exchange between capitalists and workers
on the market, where all appears to be free and equal, is not the end of the
relation between these two economic classes; it is only the beginning. After
the exchange on the market, their relation continues in the ‘hidden abode
of production’, where workers perform surplus labour for capitalists. In
other words, workers in capitalism are exploited, just like serfs in feudalism
and slaves in slavery. This is the profound ethical critique provided by Marx’s
theory of capitalism. Surplus value is ‘robbery’, ‘theft’, ‘stolen life’.

Dussel concludes this chapter by arguing that Latin American philosophy
of liberation has a lot to learn from Marx, and should incorporate Marx’s
critical scientific method, and should apply and extend this method to
understand the necessary conditions for liberation of the poor and exploited
workers in Latin America and around the world.
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6 ‘Dependency’ and Marx’s theory of the distribution of
surplus value

This last chapter of Dussel’s book presents his very innovative and important
theory of ‘dependency’, based on Marx’s theory of competition and the dis-
tribution of surplus value, which, as we have seen, Marx began to develop in
the Manuscripts of 1861—-63. Dussel argues that Marx’s theory in Capitalis very
abstract and far from complete (Dussel calculates that Marx was able to finish
only 1/72 of his overall theoretical plan!) Therefore, we ourselves have the
task of further developing Marx’s theory toward more concrete levels and
toward a better understanding of contemporary capitalism. This chapter
itself provides an excellent example of this kind of creative development of
Marx’s theory in order to explain important aspects of contemporary capital-
ist reality.

Dussel argues that the ‘dependency’ of less developed peripheral coun-
tries on more developed centre countries is located within Marx’s theory at
the level of competition, or has to do with the distribution of surplus value. As we
have seen, this is precisely the area of Marx’s theory that he worked on and
developed the most in the Manuscripts of 1861-63. However, Marx’s discus-
sion remains at a very high level of abstraction, and does not consider more
concrete factors, such as the international distribution of surplus value.
Dussel extends Marx’s theory to this international dimension and to the cru-
cial question of ‘dependency’ in contemporary capitalism.

In particular, ‘dependency’ has to do primarily with intra-industry competi-
tion, and the concepts of market value, individual value, super-profits and loss of
profits, which, as we have seen above, Marx began to develop in a ‘critical con-
frontation’ with Ricardo’s theory of differential rent in the Manuscripts of
1861-63. Intra-industry competition is competition within a given industry
between different producers with different levels of technology and produc-
tivity. Despite these differences in productivity (and thus different individual
values of the commodities produced), the given commodity tends to have a
single price on the market. In this case, the price of the given commodity is
determined by the average value of all the commodities of this kind, or what
Marx called the market value, as opposed to the individual values of the com-
modities of each producer. For producers with above-average productivity,
the individual value of their commodities is less than the market value; there-
fore, these high-productivity producers will receive a ‘super-profit’ when the
commodities are sold at their market value. Inversely, for producers with
below-average productivity, the individual value of their commodities is
greater than the market value; therefore, these low-productivity producers
will suffer a loss of profit when the commodities are sold at their market
value. In other words, there is a transfer of surplus value from low productivity
producers to high-productivity producers, as a result of the normal mecha-
nism of intra-industry competition in capitalist economies.

Dussel extends Marx’s theory of intra-industry competition and market
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value to the crucial question of ‘dependency’. In today’s global capitalist
economy, the low-productivity producers are in the underdeveloped peri-
pheral countries, and the high-productivity producers are in the centre
countries; therefore, there is a transfer of surplus value from the peripheral
countries to the centre countries, i.e. super-profits for the centre countries
and loss of profits for the peripheral countries. “The essence of dependency,’
Dussel argues, ‘is the transfer of surplus value from the less developed to the
more developed countries.” Monopoly power of various types of the centre
countries will increase the surplus value transferred to the centre countries,
but Dussel argues that, even without monopoly power, the normal competi-
tive mechanism of the world capitalist economy results in a transfer of sur-
plus value from poor countries to rich countries, which of course further
impoverishes the poor countries, and continues and exacerbates their prob-
lem of ‘dependency’.

The implications of Dussel’s theory of ‘dependency’, based on Marx’s
theory of competition and the distribution of surplus value, are truly pro-
found. Dussel’s theory implies that the situation of ‘dependency’ and the
transfer of surplus value from the poor countries to the rich countries will
continue as long as the poor countries remain behind the rich countries in
technology and productivity. This seems likely to continue for a very long
time. Furthermore, Dussel’s theory suggests that the problem of dependency
will not be overcome by the elimination of the various monopoly privileges
of the rich countries. It also suggests that class struggle by itself within the
underdeveloped countries is not enough to end the exploitation of workers.
National liberation is also necessary in order to overcome the problem of
‘dependency’, i.e. the transfer of surplus value produced by workers in
underdeveloped countries to capitalists in the advanced countries. An
entirely new world economy is necessary in order to end the exploitation of
workers in underdeveloped countries.

Dussel concludes again that the urgent task of Latin American philoso-
phy of liberation is to further develop Marx’s theory and to ‘discover in it
new possibilities based on the people’s praxis of national liberation, based on the
“logic of the majorities” (but of the majorities as subjects of the history of
liberation’.

7 Conclusion

Dussel argues in this book that Marxian scholars, and Latin American philos-
ophy of liberation in particular, have the urgent task of understanding
Marx’s theory better and more thoroughly, in order to be able to further
develop this theory and apply it to the widespread and urgent social needs
and problems of today’s global capitalist economy. Marxian theory provides
the best available explanation of the continuing and pervasive poverty
around the world. We now have almost all of Marx’s manuscripts available to
us for the first time (at least in German and most of them in English
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translation). Dussel argues that this conjuncture marks a new era in Marxian
scholarship, which he calls ‘Marx’s second century’. Dussel suggests that we
should return to Marx’s texts with ‘the enthusiasm of youth’ and deepen our
understanding in order to further develop Marx’s theory and put it to use in
the service of the liberation of Latin America and the rest of the world. The
most important contributions of Marx’s theory, according to Dussel, lie in
the future. Marx’s second century will be much better than the first.

Dussel also argues that further advances in Marxian theory are more likely
to come from the underdeveloped periphery of the world capitalist econ-
omy, rather that from the advanced countries, because the need for Marxian
theory is so much greater in the impoverished periphery. Critical theory,
Dussel argues, follows hunger (‘the desire to eat’) (please note the epigraph
at the beginning of this introduction).

Dussel’s work itself is an excellent example of significant new develop-
ments in Marxian theory coming from the underdeveloped periphery of
global capitalism. Hopefully, translations of the other two books in Dussel’s
trilogy on Marx’s economic manuscripts will soon follow. Dussel’s books are
not the final word on Marx’s economic manuscripts and Marx’s economic
theory, but they do represent a major step forward, and should stimulate
much further in-depth study and discussion of all four drafts of Capital in
Marx’s economic manuscripts.

Fred Moseley
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In 1932, with the publication of the ‘Economic and Philosophical Manu-
scripts of 1844’ — and the famous reflections by Herbert Marcuse — there
began a revision of Marx’s thought, a reaction to the extreme economism
and ingenuous materialism of Soviet Marxism. In 1939, the Grundrisse was
published, but went unnoticed owing to the Second World War. A second
edition appeared in 1954 which did not improve matters much. It was not
until 1968, with the publication of Roman Rosdolsky’s Zur Entstehungs-
geschichte des Marxschen Kapitals (The Marking of Marx’s ‘Capital’) that a redis-
covery of the historical evolution of Marx’s creative thought occurred.

The Manuscripts of 1861—63, the subject of this book, is the second draft of
Capital (following the Grundrisse of 1857-8). These Manuscripts were pub-
lished for the first time in German from 1976 to 1982. They include the three
previously known volumes of Theories of Surplus Value, now critically edited.

The third draft of Capitalwas the Manuscripts of 1863—65 published in 1988
(MEGAI, 7, Vol. 1),' which includes the famous ‘Unpublished Chapter VI’
of Volume 1 of Capital from 1864, and Manuscript I of Volume 2, hitherto
totally unknown. Manuscript I of Volume 3 followed (MEGA 11, 7, Vol. 2),
which meant that this third draft of Capitalwas known for the first time.

Furthermore, two new critical editions of Volume 1 of Capital appeared in
1988 — the fourth draft of Capital— the first edition of 1867 (MEGAI, 5) and
the second edition of 1873 (MEGA 11, 6).

Today it is fashionable to consider ourselves in a period of ‘post-Marxism’.
I think that especially in Latin America — but also in Europe and the United
States — rather than being in a period of ‘post-Marxism’, we are in a time of
serious, measured, profound re-encounter with Marx himself. In the ‘second
century’ of Marxism — if one considers the first to be from 1883 to 1983 —we
will rediscover in Marx a source of scientific thinking that can be used today,
more than in the nineteenth century, for a critique of globalized capitalism.

I

Between August 1861 and July 1863, Marx wrote twenty-three Notebooks,
which were published in German for the first time between 1967 and 1982.
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This material was consulted by Engels and Kautsky in order to publish the so-
called Books II, IIT and IV of Capital. Unknown to the later Marxist tradition,
these Notebooks consist of 1,472 manuscript pages, which add up to 2,384
printed pages in the German edition, and five volumes in the English edition
(Marx 1989). This huge body of material, which Engels briefly described in
the Preface to Book II of Capital, is an intermediate stage between the
Grundrisse of 1857-8% and the writing of the Manuscripts of 1863-65 and Book
I of Capital (which was published in 1867).° Up to this moment, I have not
found a book which deals in extenso with all these Manuscripts of 1861-63,
although there are some partial works, such as Wygodski (1978 and 1965),
Miller (1978), Tuchscheerer (1968), and the ‘Projekgruppe’ (1975). And,
lastly, there is also the recent work of various authors, among them the pub-
lishers of the Manuscripts of 1861-63 (Wolfgang and Miiller 1983).*

During these two years (when Marx was forty-two to forty-five years old) —
from August 1861 to July 1863 — Marx was living in London at 9 Grafton Ter-
race, not far from the beautiful Hampstead Heath (the park in which Marx
loved to walk whenever he was able to, and near Highgate Cemetery, where
he is buried). Those were very hard times for Marx and his family: poverty
(almost misery), sickness and even solitude (the International Working
Man’s Association was founded in 1864), were a constant worry for the, up to
that moment, almost ignored German exiled in London.

On 25 February 1862, Marx wrote to Engels telling him that ‘taking all in
all, leading such a dog’s life is hardly worthwhile’ (MECW. 41: 341).° And on
18 June, he communicated again to his friend: ‘Every day my wife says she
wishes she and the children were safely in their graves, and I really cannot
blame her, for the humiliations, torments and alarums that one has to go
through in such a situation are indeed indescribable’ (MECW. 41: 380). In
September of that year, the desperate Marx considered abandoning his stud-
ies in order to devote himself to feeding his family. For this purpose, he
intended to work as an employee on London’s railway. But he failed the
admission exam because of his bad handwriting.

Years later, on 30 April 1867, he wrote about this dark time: ‘T had to make
use of every moment when I was capable of work to complete my book, to
which I have sacrificed my health, my happiness, and family [ ... ] If one
wanted to be an ox, one could, of course, turn one’s back on the sufferings of
humanity and look after one’s own hide. But I should really have thought
myself impractical if I had pegged out without finally completing my book, at
least in manuscript’ (MECW. 42: 366). Still worse, in 1860 Marx had to lose
time and energy in order to write the self-defence manuscript against Vogt,
since, in his solitude and difficulties, he thought such an attack could destroy
his future political and even personal possibilities. In reality, this defence was
a waste of time, but not for an entrapped Marx. On 23 February 1859, Marx
wrote a kind of curriculum vitaein the ‘Preface’ to the Coniribution; in this writ-
ing we find out what were for him his most important works up to that
moment: his articles about the wood robberies and about the parcelling of
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Notes and studies done Writing done
in the library of the British Museum at home

v

Notebooks from Grundrisse

1851 to 1856 1857-1858

Citatenheft Notebook VI,

(92 pages) Grundrisse

1859-1861 (177 pages)
1859-1862

Notebooks -V
(August 1861-
March 1862)

V\Vi

Figure 1 Form of studying and writing the Manuscripts of 1861-63.
Source: Miiller 1977; Wygodski 1982.

the land ownership in Mosel, the justification of his critique of French social-
ism and communism (I remember now having criticized Marxism during the
1970s, but ‘Althusserian’ Marxism, although some thought that I was criticiz-
ing Marx himself), the critique of Hegel’s Philosophy of Right, the Manifesto, the
Poverty of Philosophy, a short writing on Wages and all the articles of the second
period of the Rheinische Zeitung. And in the ‘Preface’, Marx also mentioned
the British Museum, which he started using in 1850. When he finished writ-
ing the ‘Preface’, Marx wrote: “This sketch of my studies in the domain of
political economy is intended to show that my views [ ... ] are the outcome of
conscientious research carried on over many years’ (Marx 1972: 23).

In fact, long years of hard theoretical work had filled Marx’s everyday life.
His working ‘technique’ was interrupted, limited by poverty (which
demanded that he write his Notebooks of abstracts in the British Museum),
but maintained by a firm tenacity, founded in an ethical passion which
departed from a commiseration for the pain of the poor, oppressed and
exploited. Figure 1 lets us see this process.

From Growen Street, Marx perhaps had access to the museum’s library,
which since 1857 — when he started the Grundrisse — had a huge, well-lit
dome. In desk ‘O-7" (nobody knows for sure) he read the hundreds of books
quoted in his work. He prepared a ‘Quotation Notebook’ ( Citatenhefl)® in the
museum during the day, which was the one he used to write the twenty-
three Notebooks that constitute the Manuscripts of 1861—63. But, in addition,
he also used Notebook VII of the Grundrisse for notes in the museum, from
p- 63b to p.192 of the manuscripts.

For his writing at home, usually during the night, he also used his
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numerous Notebooks from former years (1851-56). There are also cases of
clear consultation and even copying from the Grundrisse.

Knowing Marx’s existential anguish and the limits of his investigation
‘technique’ —since he did not possess many books — his talent to overcome so
many adversities is overwhelming. His text is clean, coherent, profound.
However, he was not satisfied with it; it was not yet ready for publication.
Although the work is before his eyes like an artistic whole, the artist does not
feel expressed in it, and consequently, as with many other works, he shall
deliver it to ‘the rodent’s critique’.

Asin the case of the Grundrisse, we shall enter into Marx’s own ‘laboratory’
and see how he develops concepts, constructs categories. We shall see where
there is progress in relation to the Grundrisse, but we shall also see his
immaturity if we compare these manuscripts with Capital.

II

Marx was not like Nietzsche, who used to write aphorisms on the run with
inspiration and his pen. By contrast, Marx needed to meditate about the
‘plans’ of his future work — which would move the foundations of world his-
tory in the twentieth century. There are at least some nineteen plans up to 30
April 1868. The first ten plans have already been discussed in a former work
(Dussel 1985a, Section 2.4: 60ff.). Now it is time to depart from Engel’s letter
of 13 January 1859:

The Manuscript amounts to about 12 sheets of print (3 instalments) and
— don’t be bowled over by this — although entitled ‘Capital in General’,
these instalments contain nothingasyet on the subject of capital, but only
the two chapters: 1. The Commodity; 2. Money or Simple Circulation.
(MECW. 40: 368)

The first part of this work was conceived in four sections; the first of these sec-
tions was on ‘capital’ (the other three would be: 2. competition, 3. credit,
and 4. stock capital). Marx was planning this book as the first of six books
(the others would be about 2. rent, 3. wages, 4. the state, 5. international rela-
tions, and 6. the world market). At this moment, the section on ‘capital’ had
three chapters: commodity, money and capital as such. Marx failed in his
attempt to write the chapter on money in the so-called Urtext of 1858 (see
Dussel 1985a, Section 16.3: 3291f.). For this reason, the Manuscripts of 1861—
63 begin with ‘chapter III':

A Contribution to the Critique of Political Economy [is announced on

the cover of the first Notebook of these Manuscripts]. Third Chapter.

Capital in general. A. August 1861. Third Chapter, Capital in general.
(MECW. 30: 5-6)
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Therefore, all the Manuscripts of 1861-63 should be considered as parts of
‘chapter III. But in reality, and very soon, Marx understood that it was a lot
of material for a single chapter. As a consequence of his inquiry, the primi-
tive plan expanded into many parts. In a letter to Weydemeyer, dated 1 Feb-
ruary 1859, he points out in detail the outline of the Contribution (with
differences, though). His future work would consist, then, of six books; the
first book is divided into four parts; the first part in three chapters: commod-
ity, money and capital. The same pattern is repeated in the first lines of the
Preface to the Contribution. At the time he finished writing the Contribution,
and was looking forward to starting ‘chapter III’ promised to the publisher as
an instalment, Marx started the theoretical work on capital itself; namely, he
started preparing analytical plans on the subject. For this purpose, he
decided, to begin with, to write a ‘Review of my own Notebooks’ —as he wrote
in a summary of the Grundrisse, Notebooks M, I-VII, B’ and B’in February
1859 (MECW. 29: 518-32). It is very important to remember this ‘Review’ for
the reading of the Manuscripts of 1861-63, because we can see in it Marx’s
perception of the subjects still belonging to the Grundrisse. We shall return to
this matter below.

In February or March of the same year, or maybe later, Marx clearly elabo-
rated a plan for ‘chapter III’ — which was never published after all. In this
plan, which is at the same time a ‘review’ of the Grundrisse (which shows
Marx’s form of work shown in Figure 1), the plan of Notebooks I~V of these
Manuscripts of 1861-63 is found to be almost the same, with just a few
changes.

The similarity between this plan and the one considered for the writing of
these Notebooks is so great that one can assume that when writing his notes,
Marx in fact had this draft project of February-March 1859, or of the
summer of 1861, before him. Words, and even concepts, are the same. The
usefulness of this plan, on the other hand, lies in the fact that it allows us to
know exactly which texts of the Grundrisse Marx is referring to. Articulation
of the plan is as follows:

I.  Production process of capital
1 Transformation of money into capital
a Transition
b Exchange between capital and labour capacity
¢ Labour process
d Valorization process
Absolute surplus value
3 Relative surplus value
a Simple cooperation
b Labour division
¢ Machinery
4 Original accumulation
5 Wage labour and capital

no
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Manifestation of the law of appropriation in the simple circulation
of commodities. Inversion of this law.
(MECW. 29: 511-17)

Regarding the outline of the Manuscripts of 1861—-63, there are only small dif-
ferences which indicate that, from March 1859 to August 1861, a maturing
process took place. As an example, in 1859 he speaks in I. 1[B] of ‘Exchange
between capital and labour capacity’; while in August 1861, ‘money’ replaces
‘capital’. In other words, in 1859 Marx was not clearly aware that the first con-
frontation was between ‘money’ which was not yet ‘capital’.

This plan still includes a second part on ‘Circulation process of capital’
(which would be the future Book II of Capital), and a third part on ‘Capital
and profit’, which we discuss in Chapter 10.

Besides the letter to Kugelmann of 28 December 1862 (MECW. 41: 435)”
we must analyse, when the time comes, the whole plan of 1863, which shows
all the advances of the Manuscripts herein commented upon.®

But the main problem is not just to reach clarity regarding the plans, but
also regarding the development of concepts and the construction of catego-
ries with which the dialectical discourse of the critique of the bourgeois politi-
cal economy had to be articulated. New categories were required, as well as a
new system, as the condition of possibility of a new order of the concepts
(which is shown in the plans). So, considering the theoretical ‘laboratory’
work included in these Manuscripts of 1861-63, we can point out in a general
form thatitis a much more advanced analysis than in the Grundrisse (and this
has to be demonstrated in each case), but not as developed as in the Manu-
seripts of 1863—65 and Capital (which also has to be indicated).’

What are the theoretical advances of these Manuscripts of 1861-63? What
are the points where the advances are obvious and clear? We shall see all this
during the development of our commentary, as we pass from one chapter to
another. But from the beginning, we would like to emphasize several key
issues.

In the first place, let us recall that the Manuscripts of 1861—63include three
stages of writing and subjects (Focke 1983: 30ff.):

1 From August 1861 to March 1862, Marx wrote Notebooks /-V, which
comprise the subject matter of the future Book I of Capital, but only up
to the subject of relative surplus value. At this point, Marx interrupted
his writing in order to ensure what had already been accomplished
(MECW. 30: 1-346) (our chapters 1-3).

2 From March 1862 to November of that same year, he wrote Notebooks
VI-XV (up to handwritten p. 944 of the manuscripts). Marx constructed
new categories and deepened his articulation of the subject of surplus
value from various historical perspectives in the volumes called Theories
of Surplus Value (MECW. 30: 347 — MECW. 32) (our chapters 4-9).

3 From November 1862 to July 1863, Notebooks XV-XXIII, Marx developed
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several subjects which would correspond to Books Il and III of Capital. In
the last part he returned to issues supplementary to Notebooks /-V, but
he also discusses subjects of the future Book II (reproduction) and Book
III (profit, production price, etc.) (MECW. 33 and 34) (our chapters 10—
11).

After these Manuscripts, Marx then wrote the Manuscripts of 1863-65 (of
which up to the present time only the one called Unpublished Chapter VI is
known; MECW. 34: 355-466), which included a draft of the future book II of
Capital, and the only draft of book III (used by Engels for its publication in
1894).

Let us return then to our subject, but starting with an example which
could guide us. The category of surplus valueis a complex one, namely, it pre-
supposes for its construction (the fruit of a theoretical productive ‘develop-
ment’) many other more simple ‘categories’. In order to construct the
category of surplus value, at least the ‘category’ of surplus time or surplus
labour was required. To constitute this category, it was necessary to develop
the category of necessary time. The latter, on the other hand, requires the cate-
gory of labour capacity; and this one, at the same time, the category of living
labour, as the ‘creative source of value’, with no value at all; and the latter, by
contradiction, requires the category of ‘objectified, past’ labour, as variable
capital, money expressed in wages, which pays the value of labour capacity.
Living labour, on the other hand, not only opposes objectified past labour
(money, capital) but, in addition, concrete labour (which produces use values)
and abstract labour (which determines exchange values) must also be distin-
guished in it, from which the category of value shall be obtained. By means of
all the foregoing, the complex ‘category’ of ‘surplus value’ can be constructed.

In these Manuscripts of 1861-63, Marx constituted new categories (Figure
2) demanded by a dialectical discourse which is entering reality, the essential
structure of the real, developing its concept, and thus he needs new
hermeneutical instruments. To discover, on our part, the ‘necessity’ of these
categories, is really to understand Marx, to discover his method, the content
and the order of his categories. This would enable the Latin American phi-
losopher and economist to ‘develop’, as Marx did, the new categories
required by ourunique, original reality (reality is ‘original’, not philosophy).

The ‘development’ of the concept of capital and the ‘constitution’ of catego-
ries, on the other hand, is a process which establishes a relationship with reality
itself which, on its part, is equally a concrete historical process. Engels wrote
clearly that ‘the concept (Begriff) of a thing (Sache) and its reality
(Wirklichkeit) run side by side like two asymptotic lines: always approaching
each other, but never meeting’ (Marx and Engels 1975c¢: 457). It is the case
of an ‘essential infinite process’ — he says in the same letter — of the non-
coincidence of concept with reality, and of concept with its phenomena, with
its ‘appearance (Erscheinung)’. Let us take a few pages from the Manuscripts of
1861-63, Notebooks VI-VIII. Marx distinguishes, first, between ‘intuition’
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Figure 2 Development of the concept and constitution of simple and complex
categories.

and ‘concept’ (‘In one passage of Petty’s there can be seen an intuition
(Ahnung) of the nature of surplus value, although he treats it only in the
form of rent” (MECW. 31: 78-9). ‘Intuition’ (as ‘suspicion’ or ‘abduction’ of
Peirce) is an obscure, an initial ‘conception’ (conceptualization or forma-
tion of a concept).

‘Concept’ is an explicit representation, but it can also be a ‘false’ concep-
tion (the Physiocrats, starting from a ‘false (falsch) conception’, ‘false repre-
sentation (Vorstellung)’; or a ‘confusion’ — Marx’s preferred term to describe
the necessary error of bourgeois political economy.'’) True ‘conception’ or
‘concept’ is clear, and the determinations which constitute them are not con-
fused; they are distinguished. ‘Intuition’ is ambiguous and initial; a false con-
cept is confusing; a true ‘concept’ has well-delimited determinations. Such
‘determinations’, constitutive of the concept ‘determine its content’; the ‘vari-
ous objective components (gegenstindliche Bestandtheile)’ (MECW. 30: 352)
are separated in the abstract determinations'' with which the concept is
developed. As for the ‘concept’, it can be placed in a ‘general abstract form’
(essence) or it can manifest itself as ‘a phenomenal form’ (on the surface).
Concept, in addition, must be distinguished from mere ‘empirical appear-
ance'? (empirischer Schein)’ (MECW. 30: 402).

A ‘category’, however, is not the ‘concept’. A ‘concept’ (according to its
own name: effect of a rational conception) refers to the global content, and in
movement (it is a conceptualized ‘whole’: e.g. capital), while ‘categories’
indicate a moment of the concept, constituted by the ‘representative under-
standing’ (it is the analytical moment; by contrast, conceptualization is dia-
lectical), as an interpretative instrument in the order of concept, of a system,
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of a plan, of a dialectical discourse. Concept means relationship to a total
and dialectically mobile structure of determinations; categories mean rela-
tionship to other parts of a whole, to other categories (they are ‘parts’ of a
scientific, systematic discourse). Marx then moves from ‘intuitions’ to ‘con-
cept’, and during the development he constitutes ‘categories’; he passes from
false, confusing moments, to clear and distinct moments in the systematic
order demanded by reality. In addition, he ‘names’ the concept and catego-
ries (‘“This service [ ... ] is limited to fixing the abstract categories, to the
greater consistency of the baptismal names which he gave to the distinctions
[ ... ] in their analysis’; MECW. 30: 353), although quite frequently such
names (taken from bourgeois political economy) have variations and differ-
ent meanings. There is, and this shall be a central hypothesis in our work, an
evolution of contents and denominations in Marx’s thought, conceptual and
categorial semantic changes. As an example, up to Notebook XV of these
Manuscripts of 1861-63, the category ‘cost price’ means, in most of the cases,
‘price of production’. There is thus a genetic evolution in the constitution of
Marx’s categories. The text must then be read very carefully, with a continu-
ous ‘epistemological intention’, attention, since there is a non-homogeneous
evolution at the nominal, conceptual and categorial levels. Marx elaborates,
in the ‘laboratory’ of the Manuscripts of 1861—-63 new names for new con-
cepts and categories, starting from the false and confusing names, concepts
and categories of the existing bourgeois political economy, placing them in
addition in a new systematic order (before and after) and in a structure of
different levels (profundity of essence, superficiality of appearance). I shall
analyse carefully all the foregoing in Chapters 9 and 12, to which I refer at
this moment.

To conclude, I thank Fred Moseley (Mount Holyoke College, Mass.) for
having conceived of the idea of the translation of this book into English.
Without his participation, corrections and friendship, this English edition
would have been impossible.

E. D.
Department of Philosophy
Universidad Auténoma Metropolitana (UAM-Iztapalapa), México

January 2000"



Part 1

The central Notebooks of
‘Chapter III’

The production process of capital

The first five Notebooks of the Manuscripts of 1861-63 were written between
August 1861 and March 1862 as a perfectly constructed discourse, with logi-
cal continuity and achieving a certain definite form. And we say ‘certain’
because the text which corresponds to Capital (Parts II to IV of Book I) would
later undergo changes. The subject matter which we shall discuss in Chapter
1 is more developed in some aspects than that of Capital; not so the subject
matter which corresponds to Chapters 4 and 5. This manuscript represents
some progress with respect to the Grundrisse,' but it does not deal with many
of the subjects Marx had been discussing since November 1857.%

In this part, the ‘passage’ from money to capital is accomplished. From the
abstract ‘being’ of ‘money’ (part or determination of the ‘whole’), now an
ascent is made to the ‘essential concrete totality’: capital. Itis a dialectical ‘as-
cent’, which, paradoxically, has not been sufficiently studied by the Marxist
tradition. These Manuscripts of 1861-63reinforce what we had already dis-
covered in the Grundrisse. We consciously indicate some new aspects in
the Marxist tradition: the category of ‘totality’ does not explain this pas-
sage. Only the implicit, but frequently used by Marx, category of ‘exteri-
ority’ —as we have called it in other works — provides the hermeneutical code
which allows a new perspective on the totality of Marx’s discourse. We shall
discuss this category in Chapter 1, giving it a special importance in our
interpretation.

At that time, the following was Marx’s working plan:

Transformation of money into capital.

Absolute surplus value.

Relative surplus value.

Here the question of accumulation should be included, but, a short time
later, Marx speaks in the same terms of the ‘combination’ of ‘absolute’
and ‘relative’ surplus value (p. 311).

5  Theories of surplus value.
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Up until January 1863 this original plan was respected, but modifications
were gradually made.






1 Money becomes capital:
from exteriority to totality

Notebooks I and II, pp. 1-88;
started in August 1861 (MECW.
30: 9-171)

In contrast to money (or value in general) as objectified labour, labour
capacity (Arbeitvermigen) appears as a capacity of the living subject; the
former is past labour, labour already performed, the latter is future
labour, whose existence can only be the living activity, the currently
present activity of the living subjectitself [ ... ] The capitalist, who repre-
sents value as such, is confronted by the worker, as labour capacity pure
and simple, as worker in general, so that the antithesis between self-valo-
rizing value, self-valorizing objectified labour, and living value-creating
(werthschaffenden) labour capacity forms the point and the actual content
of the relation. They confront each other as capital and labour, as capi-
talist and worker.

(p- 41)

Karel Kosik writes that ‘the category of totality [ ... ] has been elaborated in
classical German philosophy as a central concept [ ... ]. In the materialist
philosophy, the category of concrete totality answers first and foremost to the
question: what is reality?” (Kosik 1976:17-18). Decades before, George
Lukacs had written that ‘the concrete totality is then the fundamental cate-
gory of reality’ (Lukacs 1968: 10). And speaking of the Marxist ontology, he
writes that ‘since Marx is investigating the social being, the central ontologi-
cal place of the category of totality is manifested to him, much more than in
the case of the philosophical investigation of nature [ ... ] because in society,
totality is always given in an immediate form’ (Lukacs 1972: 34). The text
which we shall analyse is the third one in a sequence of drafts: (1) from the
Grundrisse;' (2) from a later part of the Grundrisse, the so-called Urtext;* and
(8) in the beginning of Notebook I of the Manuscripts of 1861-63being com-
mented upon; and (4) Part 2 of Volume 1 of Capital. These four successive
texts allow us to affirm that, if it is true that ‘totality’ is the fundamental cate-
gory in the analysis of capital ‘already given’, then only from the category of
‘exteriority’ — from the reality of the ‘living labour’ beyond capital, against
Kosik’s opinion — can one understand the possibility of the original develop-
ment of capital and the critique of bourgeois political economy. Once capital
exists, then the ‘totality’ functions as the ontological category par excellence.



4 Money becomes capital: from exteriority to totality

In the dialectical process, the ‘appearing’, or the ‘construction’ of the ‘devel-
opment’ of money into capital must be situated precisely in this ‘from where’
capital and the critique emerge. If ontology deals with the ‘totality’ (of
being), metaphysics (or trans-ontology) describes the dialectical constitu-
tion of totality from the ‘exteriority’, from the real reality (as Marx liked to
express it, non-tautologically).

1.1 New syllogism: M—-C-M (MECW. 30: 9-33)

Then Marx posed first the transcendental ‘passage’ of money into capital. In
the first place, as in the Grundrisse, commodities ‘become’ money. Now the
radical transition is made. This is a real metaphysical jump. It seems that in
June 1858 — in the ‘Index for the 7 Notebooks’ (MECW. 29: 421-3) — Marx
already had clearly in mind the question of the ‘transition of money into capi-
tal’, in the same systematic place as the ‘passage’ of ‘being into essence’ in
Hegel’s Logic. Hence, in the ‘draft of the 1859 project’ written in February or
March 1859 (or afterwards, in 1861, according to some authors), there appear
references to passages in the Grundrisse on this subject (MECW. 29: 518-32).

In Marx’s discourse, this ‘passage’ has three prior moments — which are
reflected in the Urtext, in this Notebook I, and which are equally present in
the Grundrisseand in Capital. Let us see in this section the first two moments:
‘M—-C-M. The general formula of capital’ and ‘Difficulties derived from the
nature of value’.

To summarize, the discourse follows this path: we start from simple circula-
tion (C-M-C), selling in order to buy, in which money is only a means of
exchange or circulation (the level of ‘appearances’ or ‘phenomena’). But
‘behind’ the superficial appearance of circulation, a new formula develops;
M-C-M, a new, profound ‘movement’, where the presence of the perma-
nence of a bifacetic subject is discovered: objectively, the same value is per-
manent and grows only in its quantity; subjectively, the capitalist, as a person,
is permanently the subject of appropriation of the increasing value.

The starting point s a person, who is the owner of the money (references to
Figure 1.1 are between brackets):

It is the money owner [ ... ] who makes his money, or the value he pos-
sesses in the form of money, pass through the process M—C-M [M1-Cl1-
C2-M2]. This movement is the content of his activity and he therefore ap-
pears only as the personification (Personnification) of capital defined in
this way, as the capitalist. His person (Person) (or rather his pocket) is the
starting point of M, and it is the point of return. He is the conscious vehi-
cle of this process. Just as the result of the process is the preservation and
increase of value, the self-valorization of value, what forms the content of
the movement appears in him as a conscious purpose. [ ... ] A capitalist
[is] the conscious subject (bewusstes Subjets) of the movement M—C-M.

(p- 19)
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Explanation: Capitalist (S1) buys (b) with money (M1) a commodity (C1) from the
proprietor (S2); they sell (s) it; with C1 he produces C2, which he sells (s) to the
consumer (S3) who consumes it (x), obtaining a greater amount of money (M2). The
value (V1) has increased. r: reproduction.

Figure 1.1 ‘Entrance’ and ‘exit’ of money and commodities. ‘Permanence’ of the
subject person (capitalist) (S1) and the subject value (V).

Marx wishes to indicate the difference with the syllogism C-M-C. In this
case, many subjects enter into circulation as sellers and come out as consum-
ers. Nothing in reality remains nor grows: only money is always in circulation,
as means and not as an end, and the circulation is the place where exchange is
made. While the M—C-M formula is different:

value becomes independent in money (if we employ the word value with-
out defining it more closely, it must always be understood as exchange
value),” hence value emerging from circulation [V2], enters again into
circulation [M2], maintains itself in it [C3], and returns from it multi-
plied (returns as a greater magnitude of value) [V3].

(p- 11)

The money which entered into circulation (M1) is less than the money
coming out from it (M2), namely, the value (V1) which circulates under the



6 Money becomes capital: from exteriority to totality

form of money is being increased (V2) in the hands of the capitalist himself
(S1).

The value exists first as money [V1 = M1], then as commodity [C1], then
again as money [M2 ] [ ... ] The alteration of these forms therefore ap-
pears as its own process, or, in other words, value as it presents itself here
is value-in-process, the subject of a process. Money and the commodity
each appear only as particular forms of existence of the value [ ... ]
Money and commodity thus appear as the forms of existence of value-in-
process or capital.

(pp- 12-13)

At this point, the deep ‘difficulty’ (which in Capitalappears under the title of
‘contradiction’) arises: where does this surplus value that emerges at the end
of each process come from? How is value, under the form of money (M1)
greater at the end (M2 as form of V2)? Marx argues in different ways and
shows that, in fact, ‘commodities are bought and sold at their value’ (p. 26).
‘The entire capitalist class’ (p. 25) cannot produce surplus value through the
sale of commodities, because this class itself behaves as the main buyer.
There would be no surplus value, but only the same value distributed among
its members in several ways. Profit in the form of interest or commercial
profit ‘presupposes’ ‘the existence of the surplus value as such’ (p. 32). Nei-
ther money nor commerce ‘creates’ value.

Thus, capital, different from money, presupposes circulation and always
passes through circulation as money: but new value can emerge from circula-
tion alone.

1.2 Face-to-face encounter of the owner of money and the
owner of labour. Creative exteriority (MECW. 30: 33-50
and other texts)*

One cannot ‘pass’ immediately from labour into capital; the mediation of a
third moment would be required; that is, value. When objectified labour
posits value and the value is capital, such a ‘passage’ can be performed. Con-
vertibility, commensurability or exchangeability between money and capital
and between both with labour shall be performed then through the media-
tion of value. Nonetheless, if this passage is possible, because money and cap-
ital are value, it is an absolutely peculiar intervention of the ‘living labour’ (a
new concept, not used up to this moment), which creates capital as capital.

(a) Exteriority of the ‘creative source of value’ from the ‘non-capital’

In the analysis of the exchange between money and labour (exchange
between the S1, the capitalist, and S2, the labourer, of Figure 1.1), Marx
begins from the ‘non-capital (Nichi-Kapital), non-raw materials, non-labour
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instrument, non-product, means of non-life, non-money’ (text quoted
below). All these negativities already announce that the realm, which is
located beyond the being of capital is, however, the same ‘creative’ reality of
value — which must not be confused with the mere ‘positing’ of value;
namely, capital as capital. If Parmenides said: ‘Being is, non-being is not’,
Marx —and here liberation philosophy agrees — by contrast announces: ‘The
Being of the capital is value, non-being (non-value) is real’. As affirmation of
the exteriority (affirmation of the reality of the non-being) metaphysics tran-
scends ontology (the mere affirmation of being).

Certainly considering the text of the Grundrisse, but modifying it (and in
the modifications are important corrections of concepts), Marx writes:

The separation of property from labour appears as a necessary law of the
exchange between capital and labour [Up to here there is only one dif-
ference with the Grundrisse, but from this point he starts important cor-
rections] As not-capital, not-objectified labour, labour capacity appearsz5 (1)
Negatively not-raw material, not-instrument of labour, not-product, not-
means of subsistence, not-money: labour separated from all the means
of labour and life, from the whole of its objectivity, as a mere possibility
(Méglichkeit). This complete denudation, this possibility of labour devoid of
all objectivity. Labour capacity as absolute poveﬁy,6 i.e. the complete exclu-
sion of objective wealth. The objectivity possessed by labour capacity is
only the bodily existence (Leiblichkeit) of the worker himself, his own
objectivity. (2) Positively. Not-objectified labour, the unobjective, subjec-
tive existence of labour itself. Labour not as object but as activity, as liv-
ing source (lebendige Quelle) of value. In contrast to capital, which is the
reality of general wealth, itis the general possibility of the same, asserting
itselfin action. As object, on the one hand, labour is absolute poverty; as sub-
ject and activity, [on the other,] it is the general possibility of wealth.
This is labour, such as is presupposed by capital as antithesis, as the objec-
tive existence of capital, and such as for its part it in turn presupposes
capital. [Marx finishes copying from the Grundrisse]

(pp. 170-1)

Up until now, Marx has discussed concrete or abstract objectified labour.
Only here he starts to construct a new category: ‘living labour (lebendige
Arbeit). Commodities, money and even capital, are value, objectified labour.
On the other hand, living labour is not value, but the “creator of value”
(Werthschaffend)’. According to Marx, ‘to be’ value, ‘to posit’ value and ‘to
create’ value are three completely different concepts:

The sole antithesis to objectified labour is non-objectified, living labour.
The one is present in space, the other in time, the one is in the past, the
other in the present, the one is already embodied in a use value, the
other, as human activity-in-process, is currently engaged in the process
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of self-objectification, the one is value, the other is value-creating.
(werthschaffenden Thdtigkeit).
(p. 35)

So then, the labourer, when he has notyet been subsumed by capital (or in its
essential and original beginning, exchanged with money), itis notvalue, it is
notmoney, it is not capital. What is it then with respect to the totality of capital?
Here we start the debate with Lukacs or Kosik. Can it be said that the ‘living
labour’, as reality and category, is the same as ‘wage labour’ or labour already
subsumed within the totality of capital? As subsumed, it is an internaldetermi-
nation of capital, and thus founded in the totality of capital. But while it has
not yet been totalized, living labour is reality (the most absolute reality for
Marx, and the measure of all de-realization in the totality of capital), it is exte-
rior. To this metaphysical position (beyond the being or the ontological
reflection) of the labourer as corporeality (poor, bodily existence of the nude
body), as person, as not-being of capital, we have called it ‘exteriority’, the
alterity of the Other than capital. To be ‘Other’ than the totality of capital is to
still be in the exteriority. From this exterior alterity, on the other hand, is
where the theoretical critique of Marx begins — as we shall often see in com-
ments below.

If the ‘exteriority’ of the living labour did not exist beyond capital, then
capital would not exist: where would its value come from? Thus ‘to posit’
(setzen) from capital (from the ground — Grund — of the totality), is not the
same as giving existence to value from the non-capital, the non-being of capi-
tal, from the non-value, from the Nothingness (as Marx liked to write from
The Manuscript of 1844 to the texts regarding the fetishism of capital at the
end of Book III of Capital). To create ex nihilois a radical category, the first, the
most original, and the starting point from which Marx shall develop all his
discourse. Either I am wrong and then Lukacs or Kosik and many others are
right, or they are wrong and hence all of Marx has to be interpreted in some
other form.

We have read in detail all the Grundrisse, these Manuscripts of 1861—63 and
the three Books of Capital, and we have not found any contradiction in the
concept of ‘creation’ herein being discussed.

The ‘exteriority’ of living labour with respect to the ‘totality’ of capital is the
conditio sine qua non for the total comprehension of Marx’s discourse. From
this moment on, I shall refer on many occasions to the ‘living labour’; it will
become the obligatory realm of all his argument and the radical place, beyond
the ‘bourgeois perspective’. Not to understand the absolute position (the
only real absolute in the totality of Marx’s thought and the ethical rule of all
of his ethical judgments) of living labour, of the actuality of the labourer’s cor-
poreality, or in other words, the person or subjectivity of the labourer, will lead
bourgeois economics (and its philosophies as ‘philosophies of domination’)
to fall into necessary hermeneutical mistakes. The truth of Marx’s analysis rests
on and departs from the ‘real reality (wirkliche Wirklichkeit)’ of the Other
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different from capital; the living labour as actuality, as creator of value or
source of all human wealth in general, not only capitalist.

(b) The possibility or labour capacity’

In the Marxist tradition most of the time the term ‘labour power’ or ‘produc-
tive power’ is used. Marx in the Grundrisseand in these Manuscripts (and also
afterwards in Manuscripts of 1863-65) clearly distinguishes between ‘labour
power’ and ‘labour capacity’:

Letus now look at labour capacity (Arbeitsvermogen) in its antithesis to the
commodity, which confronts it in the form of money, or in its antithesis
to objectified labour, to value, which is personified (personnificiert) in the
money owner or capitalist [ ... ] Labour capacity appears on the one hand
as absolute poverty, [ ... ] As such, conceptually speaking, he is a pauper, he is
the personification and repository of this capacity which exists for itself
(fiir sich), in isolation from its objectivity. Or the other hand, [ ... ] the so-
cial form of this wealth, exchange value, is nothing but a particular social
form of the objectified labour contained in the use values.

(pp- 39-40)

For Marx, the ‘exteriority’ of the living labour faces money (or capital, which
is nothing but labour, already objectified and past) as ‘potency’, but potency
as what is ‘possible’ in the future and also as ‘power’ or activity which pro-
duces objects:

The sole commodity he has to offer, to sell, is precisely his living labour
capacity, present in his own living corporeity (Capacity is here absolutely
not to be conceived as fortuna, fortune, but as potency, dynamis) [writes
Marx in Greek].

(p- 37)

‘Living labour’ faces money (possessor of the objectified past labour) in its
own corporeality, because it ‘can’ (has actual, real ‘capacity’, that is capable
of being actualized) labour. Such capacity, still in the ‘exteriority’ of the ‘to-
tality’ of the capital, is the bearer of the use value and the potential creator of
exchange value:

Labour capacity is specifically distinguished as use value from the use val-
ues of all other commodities [ ... | because it is the creative substance
(schopferische Substanz) of exchange value itself. Its actual using up, its
consumption, posits (seizen) exchange value. Its specific use value is that
it creates (schaffen) exchange value.

(p- 42)
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When capital consumes ‘labour capacity’ (as ‘productive power’) it forces it
to posit, in the heart of capital itself, exchange value. But, as such, ‘living
labour’ creates (from the nothingness of the capital) value. It is the ‘sub-
stance’ (in the Hegelian sense) as the cause that produces an effect: value.

The distinction between ‘labour as such’ and ‘labour capacity’ — two new
categories of the theory of commodities and money — becomes absolutely
essential for the later development of all of Marx’s discourse. In fact:

Labour as such is not directly a commodity, for this is necessarily
objectified labour, worked up in a use value. Ricardo does not distin-
guish between labour capacity as the commodity the worker sells, use
value, which has a definite exchange value, and labour, which is merely
the use of this capacity in actu. He is therefore incapable [ ... ] of demon-
strating how surplus value can emerge, namely the inequality between
the quantity of labour the capitalist gives to the worker as a wage and the
quantity of living labour the capitalist buys for this amount of objectified
labour.

(p- 48)

If the capitalist would pay living labour the totality of the value produced,
wages would be equal to the value of the product and there could not be any
profit. In order to be able to explain the origin of the profit (superficial phe-
nomena from the fundamental surplus value), an excision, a radical separa-
tion must be made between (a) labour as the creating activity without any
value (and thus without any possible price) and (b) labour ‘potency’ or possi-
bility (capacity). To ‘be able to work’, it is necessary to eat, dress, sleep, be
educated, have children (the future labour capacity of the next generation),
in other words, to have ‘means of subsistence (Lebensmittel)’. What is paid
with the ‘minimum wages’ or ‘average wages’ — different according to the
various countries, the historical conditions and even the ‘cultural conditions
(Kulturzustiinden)’ (p. 44)” is only the possibility of having the strength to
work in the future. In the hour ‘0’ of the working day, the labourer is ‘ready’
to work: he is rested, has eaten, is joyful, dressed ... ‘he can work’. In other
words, wages pay for the car’s service but not for the car itself (it pays for the
labourer’s service but it receives for free the labour subject and the labour
itself).

Due to the foregoing, the determination of ‘the value of labour capacity’
(p- 47), the price of the labour capacity in the wages, covers an essential fal-
lacy: it is thought that the value of labour is paid when in reality only the
value of the labour capacity is paid. The ‘labour capacity’ has value because
the corporeality of the labourer has assumed, consumed and incorporated
commodities (means of subsistence) which have value. The value of com-
modities boughtin the market with his wages is now the value of his own ‘la-
bour capacity’. In a certain way, as the incorporation of wages, the ‘labour
capacity’ is now the fruit of objectified labour also — and thus it shall be
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commensurable, interchangeable, sellable for money: both shall be
objectified, past labour. But ‘living labour’ shall never have value; thus, its
non-value could not be determined; it shall not have a price nor shall it be
able to receive wages ... because it is the ‘creating source of value’.

(c¢) Face-toface before exchange

Let us stop for a moment before the exchange agreement takes place. Let us
stop the discourse in the supreme human experience. The pure presence of
the capitalist, of the possessor of money (class, as ‘totality’ of possessors of
past objectified labour), before the labourer, the possessor of ‘living labour’
(class, as possessors of the activity which creates all value, but negatively, in
poverty and radical nudity, in ‘exteriority’), poor.

This ‘contradiction’ is the opposition or total confrontation. It is the last
moment in which, still ‘face-to-face’, the labourer is himself, Other, still
free before a ‘strange power’, and not only strange but ‘alienating’
(makes the Other, another from himself, it othernesses him /her, reifies
him/her, dominates him/her, subsumes him /her):

The fact that the worker, placed face to face with money, offers his la-
bour capacity for sale as a commodity implies: (1) That the conditions of
labour, the objective conditions of labour, confront him as alien (fremde)
powers, alienated (entfremdet) conditions. Alien property. This also im-
plies, among other things, the earth as landed property, it implies that
the earth confronts him as alien property Mere labour capacity. (2) That
he is related as a person (Person) both to the conditions of labour, which
have been alienated from him, and to his own labour capacity [ ... ] Free
worker. (3) That the objective conditions of his labour themselves con-
front him as merely objectified labour, i.e. as value, as money and
commodities.

(p. 131)

There we have the labourer in his nude and poor corporeality —as the prosti-
tute — offering his/her pure labour capacity before the cold, dead, insensi-
tive body of the capitalist, the face of whom only manifests itself as money, as
commodity, as machine, as value! The skin of the labourer (as an unhealed
wound) before the knife that will ‘tan his skin’ — as Marx wrote in Capital.

1.3 Exchange. The labour process and the valorization
process (MECW. 30: 50-103)

As any commodity (CI in Figure 1.1, with a labourer S2), the ‘labour capac-
ity” has a use value which fulfils aneed (in this case the capitalist’s) and it also
has an exchange value ‘as objectification of labour time in general’ (p. 50).
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Since it has an exchange value, such value may be expressed in money;
namely, it has a price. The price of labour capacity is the wage (minimum or
average in a certain society, historically and culturally determined). As value,
itis labour capacity exchangeable for the money of the capitalist. Since itis a
possible exchange, and once it is performed, we now pass to a new situation;
for the first time, the money has been transformed into capital due to the
mediation of the totalized, subsumed, living labour incorporated in its
interiority:

The real use of labour capacity is labour. But it is sold as a capacity, a
mere possibility before the labour has been performed, as a mere power
(Kraft), whose real manifestation (Ausserung) only takes place after its
alienation (Entdusserung) to the buyer. Since here the formal alienation
[by sale] of the use value and its actual handing over are not simulta-
neous occurrences, the money of the buyer in this exchange mostly
functions as means of payment.

(p. 52)

The ‘labour capacity’ is, in the foregoing face-to-face, in the exchange, the
possibility of effectuating its use value (the labourer himself). As a result of the
exchange, the possessor of money promises to pay in the future (when the
daily, weekly, semi-monthly or monthly work has been completed), for
having used the effectuality or actuality of this ‘capacity’ (S1 promises to
deliver M1). The labourer accepts the offer and delivers (changes from pos-
sessor subject, from property); alienates, sells his capacity (S2 sells Cl in
Figure 1.1). Judicially, formally, such ‘capacity’ belongs now to the possessor
of money. And ... now this money, and only now, not before, is capital, because it
has subsumed, assimilated, incorporated, totalized, ‘living labour’.

This ontological act by which the ‘exteriority’ of ‘living labour’ is denied
(and by which the latter is totalized or subsumed) is the labourer’s ‘alien-
ation’: negation of the Other (different from capital) and constitution of
living labour as ‘wage labour’.

The ethical perversity of capital is consummated at this moment, even
before the effectivity of the purchase, the alienation. An Other man/woman,
free, conscious, autonomous, is transformed into a thing, an instrument, a
mediation of capital. From this moment on, the category of totality starts to
fulfil its hermeneutical function, but not before, and it will never be Marx’s
original nor radical category.

Once alienated, subsumed, intra-totalized in capital, labour ‘capacity’ or
‘possibility’ passes to its act, to its ‘actuality’, to its effective use. The potency
becomes act. Only at this moment, ‘capacity’ becomes ‘power’: from labour
capacity now it is ‘labour power’. This new and distinct category means then
the passage to the effective actualization of labour as such: as the effectively
productive power, but not before.

Once labour has been alienated as an essential determination of capital
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(S2 is the same CI in a productive moment of capital), the labour as capital,
then its demiurgic task of producing a new commodity starts (the ‘passage’
from C1 to C2):

After the owner of money has bought labour capacity [ ... ] He applies it as use
value, consumes it. But the realization, the actual use, of labour capacity,
is living labour itself. The consumption process of this specific commod-
ity [ ... ] is the labour process (Arbeitsprozess) itself [ ... ] Just as the investi-
gation of the use values of commodities as such belongs in commercial
knowledge, so the investigation of the labour process in its reality belongs
in technology (Technologie).

(pp- 54-5)°

The labour process itself appears in its general form, hence still in no
specific economic determinateness.

(p. 63)

Itis the case, then, of the material, concrete, technical labouring matter. Itis
the real everyday labour that uses material, that imprints a form, that pro-
duces a product for necessities, that expends the physical-biological force of
the labourer, also his spiritual force. Itis abstracted from all historical consid-
eration, from all relation with a ‘social formation’. It is the ‘living labour’
materially used producing the product, in its real form with its use value (the
‘material content [stofflichen Inhalt]’ of wealth), working process as capital as
subsumed, bought, alienated.

But formally, economically —namely, practically, ethically in the person-to-
person relation or in the social relation — the (material) working process is
also subsumed in the ‘valorization process (Verwerthungsprozess)’. Concrete
labour, notwithstanding the time and social formation, is now determined as
‘social labour’ — in the capitalist sense of the word, no longer produces only
materially a product with a use value, but also now it posits surplus value.
According to Marx, to posit value is not the same as to posit ‘more’ value,
‘new’ value, ‘to valorize (verwerten)’. Labour that valorizes is a specific type of
labour: ‘social’ labour (which, as we have said, is neither ‘communal’ labour,
nor ‘living’ labour as such).

Marx here poses the question at three levels: the abstract type of labour
that produces value (in the formal sense); the creation of more value or new
value (the valorization process), and the ‘unity’ of the working and valoriza-
tion process which, in the formal subsumption of the former into the latter,
is now capitalist production, properly speaking.

In the first place, the valorization process presupposes the ‘social’ abstract
labour which posits value:

Firstly, in accordance with its substance, spinning creates value, not as
this concrete, specific, materially determined labour of spinning, but as
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labour in general, abstract, equal, social labour. Therefore, it does not
create value to the extent that it is Materiatur [a materialisation] of social
labour in general.

(p-77)

Any work is particular, determined, concrete, material, useful, with ends,
qualitative, specific, etc., and it is then opposed to labour ‘in general’,
abstract, equal (gleich) , quantitative, average, social, etc. The latter is the one
that posits value as objectification of the labour time of an ‘isolated’ individ-
ual (both in the division of the labour in the workplace and in the market as
buyer). This individual is ‘social’, thanks to capital.

Afterwards, Marx starts to analyse ‘value’, no longer from its substance or
productive cause (labour), but from circulation (from value to price: costs)
(pp- 81ff.). Labour (fundament) appears on the surface in circulation as
wages (its apparent price). Here Marx once again needs another category.
Just as he had to distinguish, at the profound or essential level, between
labour itself (‘living labour’) and ‘labour capacity’, now, at the superficial or
circulation level, he distinguishes between the ‘total working day’ (time in
which the ‘living labour’ is actually performed) and the ‘necessary time’ to
reproduce the labourer’s ‘labour capacity’:

Originally, it is true, we were able to measure labour capacity with money,
because it was itself already objectified labour, and the capitalist could
therefore buy it; but were unable to measure labour itself directly, for as
bare activity it escaped our standard of measurement. Now, however, in
the measure to which, in the labour, the latter is realised, it appears itself
in the product as objectified labour time.

(p. 83)

In other words, the totalvalue of the product is the value actually created by
‘living labour’. Although the latter has no value, we can measure how much
value it has created. Thus:

All surplus (Mehrarbeit) in excess of the quantity of labour incorpo-
rated in [reproduction of] his own labour capacity, would form a
surplus value, because it would be surplus labour [ ... as] more labour
objectified.

(p. 86)

Necessary ‘labour time’ to produce the value of the wage is less than the total
value produced by labour. C2 of Figure 1.1 has more value than C1. It is the
question of surplus value: although it seems paradoxical (‘Simple as this pro-
cessis, it has so far been very little understood’; p. 89), everyone else has been
wrong on this crucial question:
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The economists [bourgeois] have never been able to reconcile surplus
value with the law of equivalence they themselves have postulated. The
socialists have always held onto this contradiction and harped on it, in-
stead of understanding the specific nature of this commodity, labour ca-
pacity, whose use value isitself the activity which creates exchange value.

(p. 89)

Marx has advanced very much in clarity with respect to Grundrisse. Now he
explains the formal subsumption of the working process in the valorization
process, and thus appears the ‘capitalist production process’, properly
speaking:

Within capitalist production, the relationship between the working pro-
cess and the valorization process is that the latter appears as the purpose,
the former only as the means.

(p- 97)

This formal subsumption of the labour process, the assumption of con-
trol over it by capital, consists in the worker’s subjection as worker to the
supervision and therefore to the command of capital or the capitalist.

(p. 93)

The subsumed, alienated, intra-totalized labour is now one determination of
capital. The ‘unity’ of the working and valorization process consists in fact
that now, when he is working, the labourer posits value in the product for
capital: he creates surplus value, new value for capital. His material working
process is a moment of the process of creating surplus value from the noth-
ingness of capital. The ‘consumption process ( Consumptionsprocess)’ (p. 103)
of ‘living labour’ (alienated or intra-totalized exteriority that however keeps
on being transcendental, ‘exterior’) is the creator of the metamorphosis of
the purchased commodity (C1) into the sold one (C2). Value valorizes itself,
capital is ‘productive capital’.

Marx ends with a reflection on the ‘production cost (Productionskosten)’ (p.
162). This can be the necessary ‘cost’, in total labour time, to produce the
product (constant, variable capital and surplus value); or only what has been
spent or invested by the capitalist (the value of the product less the surplus
value). The first is called, for now, ‘real production cost’; the second, produc-
tion cost for capital. But there is still ‘production cost’ of the labour capacity,
which has a completely different meaning.

1.4 The two component parts of capital (MECW.
30: 105-35)

In the Grundrisse Marx had discovered the question of the ‘component parts’
(Bestandteile) of capital, very slowly, with frequent comings and goings, in the
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logic of discovery. Now we see only a few developments in the ‘logic of pre-
sentation’. Thus there will still be advances later in Capital, because the prob-
lem has not yet been definitely resolved.

More specifically, Marx approaches the question of the money (M1) which
is promised in the purchase of the labour capacity (where C1 is the worker as
subject: S2). At this point, he mentions little or nothing about the means of
production and never speaks about ‘variable capital’ — he discusses its con-
tent but has not yet ‘named’ it:

The social’ mode of production in which the production process
(Productionprocess) '’ is subsumed under capital or which rests on the rela-
tion of capital and wage labour (Lohnarbeit),'" and indeed in such a way
that it is the determining, dominant mode of production (Productions-
weise) ,12 we call capitalist production (capitalistische Production).

(p- 135)

For those who are habituated to the discourse and language of the later
Marx, all these expressions seem obvious. But, in an accurate reading of
these Manuscripts, there is however a conceptual, categorial and even
denominational innovation.

In effect, what Marx is interested in in these pages is to clarify the function
of this ‘portion of capital expended in wages’ (p. 117); namely, the relation
of purchase M1-C1 (of Figure 1.1). Marx makes the problem somewhat
more complex when he raises a second question: to what extent is each of
these moments ‘productive’? First, as money expenditure, this money enters
into circulation; in the second place, as this expenditure is of commodities
which enter into the productive process (of value and surplus value) — for-
mally: ‘they pass’ as value to the product —is this ‘productive’ or not? The ‘la-
bour capacity’, the ‘working process’, will be transformed into capitalist
‘productive force’ in the ‘productive process’ (of a ‘mode of production’).
The wages as such, although they allow for the labourer a certain consump-
tion in order to reproduce his ‘labour capacity’, are not directly productive.
‘Productive’ should not be understood as the material technical process to
manufacture a product, but the process of positing surplus value; the capital-
ist process or mode of production or valorization process.

All the names: ‘productive force’, ‘ productive process’, ‘mode of production’
(not as the totality of capitalism or abstract capital) and ‘wage labour’, are
names of categories and determinations of capital: intra-totalized categories,
founded in capital. While categories such as ‘living labour’, by contrast, indi-
cate the everlasting presence of the exteriority in capital. To confuse them,
unify them, means to lose the sense given by Marx to exteriority, and such is
the case of much of the later Marxist tradition. All categories are frequently
totalized, even those required for the construction of the ‘really existing
socialism’. ‘Living labour’ was still a critical moment of exteriority regarding
the ‘productive forces’ (does this make any sense?) in socialist countries,
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which still subsumed ‘living labour’ in an historical, concrete, real determi-
nation, which, while limiting it, alienated it in some way ... even if not a capi-
talist way.

The money (of the capitalist) buys labour as a commodity (first moment).
Later, it uses it, it consumes it and only at this moment is there a ‘relation of
production (Productionsverhdltniss)’ (p. 105), or productive of surplus value;
only in this way does the ‘labour capacity’ become a ‘productive force’.

Living labour [presence of the exteriority in the totality] thus becomes a
means whereby objectified labour is preserved and increased. To the ex-
tent that the worker creates wealth, living labour becomes a power of
capital; similarly, all development of the productive forces of labour is
development of the productive forces of capital.

(p- 112)

As the productive force of capital and paid by means of wages, ‘living labour’
(always really transcendental) becomes ‘wage labour’, as a ‘necessary social
form of labour for capitalistic production’ (p. 114). “Wage labour’ indicates
that ‘living labour’ has been alienated as a totalized determination of capital,
thanks to the expenditure of a portion of money to purchase labour (‘labour
capacity’).

Wages (or the ‘portion’ of the money capital devoted to purchasing
labour) is thus ‘a necessary condition for the formation of capital and it
remains the constant, necessary prerequisite (Vorausselzung) for capitalist
production’ (p. 116). ‘Presupposition’ of the valorization of capital, but also
‘presupposition’ for the ‘reproduction’ of the labourer’s life. Capital,
namely, ‘notlabour (Nicht-Arbeit)’ (p. 115)" destroys all the labourer’s possi-
bilities of subsistence outside the use of his wages to buy (in the ‘small circu-
lation’) the everyday means of subsistence. Wages as such, however, are not
productive, because they are not directly involved in the production process.

Furthermore, Marx starts to consider the fact that the ‘component of value
in the total value (Gesammtwerth) of the product’ (p. 116) associated with the
‘necessary labour time’ (p. 128), is also associated with the wages that only
pay ‘the price of the labour capacity’ (p. 133) — Marx emphasizes twice [ ... ]
living labour capacity’ (pp. 131, 133) in order to highlight the exteriority.
There are still two other components of the value of product: one the costs of
the means of production and a third, mysterious component beyond the
original expenditures of money: a surplus value which is described in the
next chapter.

We have seen the way in which money becomes capital. Money is only
objectified past labour. As such, even if it buys and sells infinite times, it
cannot ‘create’ new value. Capital could appropriate any already produced
value by commercial exchange. Only when money denies itself and is
exchanged with the commodity ‘living labour’, only when it manages to
intra-totalize the living exteriority of the labourer, only when it pays for his or
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her ‘labour capacity’ with the means of subsistence required to reproduce
the life of the labourer, only then does money become, or make the ‘passage’
(Ubergang) into capital as such. Mere ‘labour capacity’ is transformed into
‘productive force’, which is alienated actuality in the totality of capital of the
exteriority of ‘living labour’. Living labour, the absolute ‘not-capital’
becomes a founded ‘being’ (presupposing capital in capital’s being: already
given value, ‘wage labour’). Now the Oracle of The Manuscript of 1844 can be
understood: the ‘man of labour [now ‘living labour’] daily transforms his
whole Nothingness (Nichts) [living labour as ‘not-capital’: nothingness] into
absolute Nothingness’: into ‘wage labour’, not a dignified human being, but
an instrumental thing (see Dussel 19854, sec. 7.1.a.1).

What did Lukacs, Kosik and Althusser think about this very radical sub-
ject? Is it not possible for Latin America, which has often represented the
non-being, the non-human, the barbaric (even philosophically for many
Europeans and Americans), to say something new? Is exteriority not a far
more significant category than has previously been thought?
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Notebook III, pp. 95-124; after
August 1861 (MECW. 30: 172-232)

At the end of the production process capital has a surplus value, which
means, expressed in accordance with the general concept of exchange
value: the labour time objectified in the product (or the quantity of
labour contained in it) is greater than the labour time contained in the
original capital, the capital advanced during the production process.
This is only possible (assuming that the commodity is sold at its value)
because the labour time objectified in the price of labour (the wage of
labour) is less than the living labour time by which it is replaced in the
production process. What appears as surplus value on the side of capital,
appears as surplus labour on the side of the worker.

(p. 172)

As in the Grundrisse,' Marx starts with an essential description of surplus
value. For the first time, Marx intends a systematic exposition — the one in the
Grundrisse was very disorderly. He deals for the third time with this subject
between 1863 and 1865 (in the ‘Results of the Immediate Process of Produc-
tion’ manuscript,” which is a much more elaborate exposition than the one
here being commented upon). The fourth and last draft was the one
included in Parts Three and Four of Book I of Capital.

It is important to note that Marx first studies surplus value ‘in general’,
which is a novelty with respect to the Grundrisse: ‘surplus value as such
(tberhaupt)’ (p. 178), and of which absolute surplus value would be a mani-
festation, a more concrete form of existence. In any case, Marx did not
explicitly develop this question in these Manuscripts.

2.1 Surplus value in general and social classes
(MECW. 30: 172-9)

It is interesting to consider that in the plans prior to the discussion of this
subject, Marx first dealt with surplus value as such, ‘in general’. Only later did
he study the question of ‘absolute surplus labour time’. Now, in these manu-
scripts, Marx discussed in detail, a second time, the question of the surplus
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value ‘in general’, in order to subsequently deal with the absolute mode of
surplus value.

Marx’s discourse follows this path in Notebook I11 of the Manuscripts. It starts
with the text quoted at the beginning of this chapter. As can be seen, Marx
fixes two terms in time: value which includes capital as money (M in Figure
2.1; M1 in Figure 1.1 of Chapter 1) and the value of the product at the end of
the productive process (3 in Figure 2.1: C+V +S). There is more value in the
product (p); the former appears ‘from the nothingness’ of capital, from the
‘exteriority’. As always, it is a matter of the dialectic between two types of
labour: ‘objectified’ past labour and ‘living’ present labour. The ‘more value’
(surplus value) for capital (the totality of capital which assumes and sub-
sumes a not-paid ‘component’ of ‘labour’) is ‘less’ labour for the labourer,
the ‘living’ labour.

The ‘labour capacity’ has a certain value; subsumed by capital (totalized;
arrow b in Figure 2.1), this component of ‘living’ labour becomes a valoriza-
tion moment for capital. Namely, the living labour (which must never be
confused with the ‘labour power’ or ‘productive force’ already subsumed in
the totality of capital) (p. 173) is ‘split (gespalten)’ into two components mea-
surable in time: labour which substitutes for or reproduces the value of
labour capacity (measured in time: ‘necessary time’); and labour not paid by
any wages (more labour, surplus labour, no investment of already objectified
labour, capital): ‘not capital which newly created value (neu geschaffner Werth)
[...1T (p. 179). Of all foregoing, mainly two aspects should be emphasized:
the ‘necessary labour time’ as reproduction of the ‘working class’, and for the
first time an explicit formulation of ‘variable capital’ — which is called ‘work-
ing fund’ or other terms in the Grundrisse.

At first sight, it would seem that the question of the ‘classes’ is not present
in Marx’s discourse, including Capital — which might have led Engels,
wrongly, to add a page on this subject at the end of Book III. The truth is that
the question of classes is always present at the essential or abstract level of
capital ‘in general’, as the fundamental moment of the ‘social relation’
which constitutes capital as such. But Marx makes also frequent explicit ref-
erences to this subject in these Manuscripts.

On many occasions Marx speaks, for example, of ‘all the capitalists of a
country’ (p. 25), ‘the class of capitalists taken as a whole’ (p. 25), the ‘overall
interests of the capitalist class’ (p. 185), ‘the whole capitalist class vis-a-vis the
working class’ (p. 237). Sometimes Marx writes: ‘[ ... ] if we take the total cap-
ital of society [ ... |’ (p. 237) as national global capital. In other words, the
question is discussed implicitly in all Marx’s discourse, but at three levels of
abstraction: (a) The ‘class’ in general, implicit in the ‘social relation’ of capi-
tal as such (‘universality’: Allgemeinheit). (b) The social ‘class’ in its particular-
ity (Besonderheit), globally as the capitalist class or the working class. As such,
the one appropriates the surplus value produced by the other: accumulated
in a ‘mass’ of surplus value as a global, total class. (c) At the third level, we
find the individual members of the class: the singularity (Finzelheit) (e.g. ‘the
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Figure 2.1 Categories and levels required to understand the question of surplus value
‘in general’.

individual (einzeln) capitalist A can [ ... ]’; p. 185). Thus posed, the sense of
the ‘class struggle’ can also be understood:

We know that in practice it depends on the relative power (Machtver-
héltniss) of the buyer and the seller [ ... ] The history of modern industry
teaches us, however, that the measureless demands of capital could never
be held in check by the isolated (vereinszell) efforts of the worker. The
struggle had instead to take on the form of a class struggle (Klassenkampf),
and thereby call forth the intervention of the state power (Staatsgewalt).
(p. 184)

The foregoing brings us back to the original subject, namely, the question of
the ‘labour time which is necessary to reproduce (reproduzieren) the value of
the labour capacity itself” (p. 174). Surplus value is possible, mainly because
the ‘social relation’ between labour capital (in general, as an abstraction),
between the capitalist class and the working class (in particular), between
‘this’ capitalist and ‘this’ labourer (in their singularity) is ‘reproduced’, is
always repeated: due to the essence of the relation, due to the violence of its
origin, due to the intervention of the State. In these Manuscripts, many argu-
ments for this thesis are found.
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The second question we wish to emphasize is that of ‘variable’ capital. In
fact, Marx first describes the ‘three component parts’ of capital: ‘raw mate-
rial, instrument of production and, finally, the component of capital which is
exchanged for labour capacity’ (p. 176). The ‘component’ invested in the
two former (level 2 of Figure 2.1) remains ‘constant’. Marx has already fre-
quently used the name ‘constant capital’ (p. 177) to designate this part. It is
not ‘reproduced’, but reappears as the same magnitude; it is simply pre-
served. Raw materials and instruments manifest themselves in the same value
of the product (level 3, component C). But this does not happen with the
other component:

Therefore, if we call [Marx is aware that it is ‘his’ denomination] the
labour time contained in constant capital ¢, that contained in variable v,
and the time the worker has to work over and above the necessary labour
time s, the labour time contained in P, or the value of product, = ¢ + (v+3).

(p-7)

In these Manuscriptswe have found, perhaps for the first time, the name (not
the concept) of ‘variable capital’ (p. 295).° In other words, this component
of past labour objectified in money has been reproduced as V (variable capi-
tal), and has also increased with s (surplus value). And money, which has
paid the price of the labour capacity in its reproduction, makes possible the
creation of value from the nothingness of capital: the ‘living labour (in its real
exteriority) has created new value (surplus value) for capital without having
been paid for its surplus labour.” This is the perversity (ethical evil for Marx)
of the essence of capital.

2.2 Absolute surplus value (MECW. 30: 179-93)

Marx starts by sketching a quick plan for the subjects he will discuss:

(1) Extent of surplus labour. Drive of capital to spin this out to infinity.
(2) Surplus value depends not only on the number of hours the indi-
vidual worker works over and above the necessary labour time, but also
on the number of simultaneous working days, or the number of workers
the capitalist employs. (3) The relation of capital as producer of surplus
labour: working more than is needed. Civilizing character of capital,
labour time and free time. Opposition. Surplus labour and surplus
product. Hence in the last instance relation of population and capital.
(4) Mr. Proudhon’s thesis [ ... ] (5) This form of surplus value is the abso-
lute form. Persists in all modes of production which are founded on the
opposition between classes, one of which is the possessor of the condi-
tions of production and the other labour.

(pp. 179-80)
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‘In general’, surplus value is the effect of surplus labour determined by time;
it is the relationship between the total working day (Marx uses the English
term ‘working day’) and the time required to reproduce the labour capacity.
But what is specific about ‘absolute surplus labour’, its particularity, is the
effect of the ‘drive (7Trieb)’ of capital when it increases labour surplus time
‘unnaturally [ ... ] beyond its natural bounds’ (p. 181). In other words, on the
one hand, there is an ‘average necessary labour time’ (p.185);* and on the
other hand, there isa ‘normal surplus time’®, and in the third place, the ‘total
labour time’ in a working day. If the labourer is forced to work a ‘few extra
hours’ daily, the ‘surplus value mass’ will increase (p. 185). Then, the ‘quan-
titative proportion’ between both parts of the ‘working day’ will change,
since the working day has increased. The increase of the mass of surplus
labour, a higher ‘productive power of capital’ (p. 188), a higher effective
actualization of the ‘labour capacity’ subsumed in the productive process,
leads to an increasing ‘valorization of value’.

Surplus value not only increases due to the extraordinary labour of a single
worker, but also due to the larger number of ‘simultaneous working days’.
And once again the working class as totality, as population, performs a funda-
mental role. Although the rate of necessary labour and surplus labour does
not increase, the mass of surplus value increases due to the increase in the
working class.

2.3 The nature of surplus value and the ‘rate of
exploitation’ (MECW. 30: 190-232)

Marx analyses here the essential nature of capital from the labourer’s point
of view:

The relation which compels the worker to do surplus labour is the fact
that the conditions of his labour exist over against him as capital. He is
not subjected to any external compulsion, but in order to live in a world
where commodities are determined by their value he is compelled to sell
his labour capacity as a commodity, whereas the valorization of this
labour capacity over and above its own value is the prerogative of capital.
Thus his surplus labour both increases the variety of production and

creates free time for others.
(pp- 204-5)

In Figure 1.1 of Chapter 1 we have represented with the arrows rthe succes-
sive appearance of the subjects S2, S3, §4, etc. Viewed from this perspective,
S2 appears as seller (s: sells); he sells his labour capacity as a commodity (C1)
and receives a salary (M1) which is consumed (x). The labourer consumes
(x) his wages because he appears again in the market as S3 buying (with his
wages now M2; b: buyer) commodities (C2). But this situation (the seller of
his labour capacity now buys commodities for his consumption: C-M-C) is
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‘reproduced’, namely, it becomes institutional, because capital has not only
subsumed world production, but also the situation of circulation and con-
sumption. In other words, the labourer is totally imprisoned with no escape.
That is to say:

Hence the result of the capitalist process of production is not just com-

modities and surplus value; it is the reproduction of this relation itself (its

reproduction (Reproduction) on an ever growing scale, as will be seen later).
(p- 115)

The labourer is institutionally coerced to reproduce his sale, to ‘posit’ again
surplus value, to always and every day appear as a buyer. The State, for its
part, fulfils a fundamental function in the practical institutionalization of this
reproduction. But, furthermore, and Marx mentions at this point the special
concept of ‘superstructure (Uberbau)’, the labourer creates with his surplus
labour surplus value which allows ‘free time’ for other classes:

Once there exists a society in which some people live without working
[ ... ]itis clear that the surplus labour of the workers is the condition of
existence of the whole superstructure of the society [ ... ] The free time
they have at their disposal, whether for idleness or for the performance
of activities which are not directly productive (as e.g. war, affairs of state)
or for the development of human abilities and social potentialities (art,
etc., science) which have no directly practical purpose, has as its prereq-
uisite the surplus labour of the mass of workers [ ... ] The free time of the
non-working parts of society is based on the surplus labour or overwork, the
surplus labour time, of the working part.

(pp- 190-1)

Aswe shall see starting from Notebook VI, Marx is thinking here of the ques-
tion of productive and non-productive labour (in the so-called ‘theories of
surplus value’). All classes (at this point Marx does not speak of sectors or
fractions) who do not work directly, ‘base’ the possibility of their
‘superstructural’” development (not only in an ideological sense, but as the
totality of life) on the material production of a surplus product:

Society thus develops in contradictory fashion through the absence of
development (Entwicklungslosigkeit) of the mass of workers, who form its
material basis [ ... ] the surplus labour time [ ... ] is simultaneously
materialised in extra product, surplus product, and this surplus product
is the material basis (materielle Basis) for the existence of all the classes
apart from the working classes, of the whole superstructure (Uberbau)® of
society [ ... ] Absolute surplus value, i.e. absolute surplus labour, later too
always remains the dominant form.

(pp- 191-2)
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In these texts we shall see again — and there is nothing on this subject in the
Grundrisse and very little in the rest of these Manuscripts — the question
already discussed in The German Ideology. But now the matter has gained more
concretion. Not only does production materially determine the ideological
world (never absolutely, because the former is also determined), but it also
produces it materially since it creates surplus value as the ‘material condition
of existence’ of all the ‘superstructural’ life of the society. Butin this case, the
‘superstructure’ is even the material life of the non-directly productive
classes. As can be seen, Marx’s ‘materialism’ isnot a contemplative one, isnot
a theory of knowledge (as Konstantinov’s, for example), but a productive
materialism, a productive materialism socially determined. The working
class, dominated as a subsumed moment of capital, is the one that produces
the ‘surplus product’ which allows for the whole life of the dominant classes,
also by means of the State’s coercion (as a political-practical moment):

This surplus labour is on the one hand the basis of society’s free time,
and on the other hand, by virtue of this, the material basis of its whole
development and of civilization in general. In so far as it is capital’s
compulsion which enforces on the great mass of society this labour over
and above its immediate needs, capital creates civilization; performs a
socio-historical function [ ... ] This is true wherever society rests on class
antagonism (Klassenantagonismus), so that there are on one side owners
of the conditions of production, who rule, and on the other side proper-
tyless people, excluded from ownership of the conditions of production,
who must work and maintain themselves and their rulers with their
labour.

(pp- 196-7)

Furthermore, Marx also shows in these pages that in the case where an infi-
nite increase of exchange value is pursued, the ‘intensity (Intensivitit)’ (p.
197) reaches unexpected limits. Necessities increase in the same way,
because itis a ‘law of the development of the human nature’, but these neces-
sities can only be satisfied by the dominant classes and such a possibility is
denied the workers:

But just as surplus labour time is a condition for free time, this extension

of the sphere of needs and the means for their satisfaction is conditioned

by the worker’s being chained to the necessary requirements of his life.
(p- 199)

After a long discussion regarding the concrete conditions of the working
class (pp. 199-219), along the lines of what will become in Capital Chapter
10 of Book I —where Marx is overwhelmed by his fundamental ethical pathos
— he ends, as in Chapter 9 of the same Book, with an analysis of the ‘rate of
surplus value’. But in this exposition Marx shows, as we already mentioned,
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the ethical sense of the question. The rate of profit — the ratio between profit
and the totality of the capital investment — hides the exploitation, the degree
of domination exercised on the labourer. The ‘rate of exploitation’ (p. 229)
is measured in the simple proportion of the value paid in the wages and the
surplus value not paid (which is much higher than the mere ‘rate of profit’).
To show the difference between these rates (of ‘exploitation’ and of ‘profit’)
is a question that has not only economic meaning, but also a political, ethical
meaning, since it is directed to provide the exploited class with a ‘class con-
sciousness”’ (which constitutes the purpose of all Marx’s theoretical produc-
tion). That is to say:

The same error would occur if the product were calculated, and indeed
not the ratio of the surplus product to the part of the product whichis equiv-
alent to the wage, but to the surplus product as aliquot part of the aggregate
product. This point is not only very important for the determination of
surplus value but it is later of decisive importance for the correct deter-
mination of the rate of profit.

(p- 229)

In fact, Marx was not only interested in economics, but mainly in the critique
of economics; he was not interested only in theory, but essentially in praxis:
the alienating domain suffered by the labourer, the living labour, by capital,
the capitalist, the exploiting class. The ‘rate of exploitation’ is the degree of
injustice, of perversity.
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Notebooks III, IV and V, pp. 125-211;
up to March 1862 (MECW. 30: 233-346)

Here the value of labour capacity falls, and therefore the necessary la-
bour time too, not because the price of labour capacity has fallen below
its value but because its value has itself fallen, i.e. because less labour
time is objectified in the labour capacity, and therefore less labour time
is required for its reproduction. In this case surplus labour time grows
because necessary labour time has diminished. A part of the overall
working day which was previously reserved for necessary labour is now
set free, is annexed to the surplus labour time. A part of the necessary la-
bour time is converted into surplus labour time; hence a portion of the
product, which previously entered the wage, now enters the surplus
value (the capitalist’s gain).

(pp. 235-6)

To a greater extent than in the exposition regarding absolute surplus value,
in this case, Marx performs for the first time a systematic writing, with many
novelties. In plans of February or March 1859 he had included a third part
regarding ‘Relative Surplus Value’.! He had divided the subject into a gen-
eral introduction (with references to the Grundrisse) and then into three sec-
tions: 1. Cooperation; 2. Division of Labour; 3. Machinery. This is the scheme
he used to approach the subject in Notebooks III to V.

3.1 The ‘essence’ of relative surplus value (MECW.
30: 233-55)

Marx discusses the ‘essence (Wesen) of relative surplus value’ (p. 238); thatis to
say, in the first place, it is necessary to describe the essence of relative surplus
value in general, and then to subsequently approach, from the abstract to the
concrete, the particular ways in which relative surplus value becomes
concrete.

Marx starts by pointing out the specific difference:

We call the form of surplus value considered so far absolute surplus value
because [ ... ] its every increase is at the same time an absolute increase of
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created value (of produced value) [ ... ] The extension of the normal work-
ing day, i.e. total of necessary labour time + surplus labour time, is here
the process by which surplus value grows, is increased.

(p. 233)

Once the working day has reached a physically unsurpassable maximum, ful-
filling however the ‘tendency of capital’ to posit more surplus value, relative
surplus value is left only with the ‘shortening (Verkiirzung) of the necessary
labour time’ (p. 234). It must be understood that the purpose of this essential
tendency of capital is not to increase the productivity of the productive force,
nor even to decrease necessary labour time per se, but to increase surplus value.
The other two are necessary conditions for surplus value to increase.

It could be argued that by paying lower wages the same end could be
reached, but methodologically and essentially, Marx recalls that the ‘assump-
tion’ of all the discourse (in abstract, in general) is that commodities are sold
at their value (see p. 234). Thus, the ‘phenomenon’ (superficial manifesta-
tion, not essential) regarding the fact that wages can be priced under or over
their value has been left aside for a later specific treatise on wages. If the
working day cannot grow, and if wages cannot decrease, there is only one way
for surplus value to increase:

through an increase in the productivity of labour, or through a higher devel-
opment of the productive potency (Productivkrifie) : of labour.
(p- 235)

Now then, the text quoted at the beginning of this chapter should be read
carefully. At the essential, abstract level, or considering society and classes as
global totality, Marx points out that an increase in labour’s productivity
increases the mass of products, but this higher mass has the same value. In
other words, ‘the individual commodity therefore falls in value’ (p. 241).
This is of a great importance for the ‘question of dependency’ in Latin Amer-
ica, because capital of peripheral underdeveloped countries has a lower pro-
ductivity, their products have a greater value or a greater proportion of
necessary labour time per unit of product, although a lower global produc-
tion of surplus value. Once again, Marx now explains the differences in
order to clarify the categories:

Relative surplus value is therefore distinguished from absolute as follows.
In both, surplus value = surplus labour, or, the ratio of surplus value is
equal to the ratio of surplus labour time to necessary labour time. In the
first case [absolute surplus value] the working day is extended beyond its
limits and the surplus value grows (or the surplus labour time grows) in
proportion as the working day is extended beyond its limit. In the second
case [relative surplus value] the working day is given. Here, the surplus
value, or the surplus labour time, is increased owing to the reduction of
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the portion of the working day that was required, or was necessary, for
the reproduction of the wage. In the first case a given level of the produc-
tivity of labour is presupposed. In the second case the productivity of la-
bour is raised. In the first case the value of an aliquot part of the total
product or a part of the product of the working day remains unchanged;
in the second the value of the part of the product changes, but its quan-
tity (number of articles) grows in the same proportion as its value dimin-
ishes. The value of the total amount thus remains unchanged, whilst the
total amount of products or use values has increased.

(p. 242)

This long quotation should be supplemented with another of equal density
in order to understand Marx’s form of constructing categories, which he
practised methodically (to know by differentiation).

Surplus value exactly equals surplus labour; an increase in surplus labour is
exactly measured by a reduction in necessary labour. With absolute sur-
plus value the reduction in necessary labour is relative, i.e. necessary la-
bour falls relatively because overtime is increased directly [ ... ] Here,
therefore, necessary labour time is reduced relatively, because total la-
bour time, and therefore surplus labour time, has grown absolutely. In
contrast to this, if the normal working day is given, and the increase in
relative surplus value occurs through an increase in productive forces,
the mnecessary labour time is lessened absolutely and the surplus value is
thereby increased both absolutely and relatively without any increase in
the value of product. In the case of absolute surplus value, therefore,
there is a relative fall in the value of wages as compared with the absolute
growth in surplus value; whereas in the case of relative surplus value
there is an absolute fall in the value of wages.

(p. 251)°

Let us see what this is all about. Marx always has in mind two moments (‘nec-
essary time’ and ‘surplus labour’, level 1 of Figure 2.1) of a whole (‘working
day’). If surplus labour increases absolutely, then the working day also
increases in the same manner; and this is the case of absolute surplus value. If
the working day does not increase, but remains constant, and necessary time
decreases due to greater productivity, the surplus value increases, and this is
the case of relative surplus value. Thus, in the case of absolute surplus value,
the reduction of the necessary time is relative (or proportional) to the
increase of surplus time, and the increase of surplus value is absolute per se.
While in the case of relative surplus value, the reduction of the necessary
time is absolute, and the increase of surplus value is relative (to the reduction
of necessary time) and absolute (per se).

Marx then studies multiple types of logical (and real) possibilities, many of
which turn out to be superfluous, but some remain essential. One such case
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is the paradox which shows that an increase in productivity amounts to a
decrease in the value of product — which is the foundation of crises and the
essential fall of capitalism as a process of de-valorization.” Just as in the case of
absolute surplus value there is a limit to the duration of working day, in the
case of relative surplus value there is also a limit fixed by the various propor-
tions between the increases in productivity, surplus value and the total capi-
tal invested:

The ratio of the surplus value to the total value of the capital expended,
does not increase in the same proportion as the necessary labour fall
through the increase in productive power: there are two reasons why this
does not happen. Firstly because with the more developed productive
power of labour, surplus value does not grow in the same proportion as
necessary labour diminishes. Secondly because this surplus value, which
has grown in a smaller proportion, is calculated on capital which has in-
creased its value approximately in proportion to the heightening of pro-
ductive power.

(pp- 248-9)

This is precisely the issue of decline in the rate of profit, or the relation
between surplus value and the total advanced capital. If the capital invested
in wages (variable capital) is compared with surplus labour, the result is the
rate of exploitation (or surplus value) which does not include constant capi-
tal. Because the increase of productivity demands more constant capital, the
relation of surplus value to the total capital invested (in wages and means of
production, the latter in an ever greater proportion due to the development
of productive power) must be taken into consideration. Hence, it becomes
more difficult to increase, not absolute surplus value, but the relation
between surplus value and the total capital invested. This ratio decreases in
the same proportion as the development of constant capital increases.

On the other hand, since the value of commodities decreases due to an
increase of productivity, the value of labour capacity (namely, wages) also
decreases and relative surplus value increases in proportion to the easier
reproduction of wage labour. More fertile soil is not the only cause of a fall in
the price of subsistence or consumption goods, as Ricardo assumed, but also
a greater productive power of labour subsumed by capital — and for capital:
for its valorization by means of relative surplus value.

3.2 The general form of subsumption: cooperation (MECW.
30: 255-63)

There are three ‘forms’ or phenomena of relative surplus value, or real and
concrete modes of increasing the ‘productive power of labour’ subsumed by
capital. The ‘general form (allgemeine Form’, p. 255), or the ‘fundamental
form (Grundform)’ of all ‘increase of productivity of social labour’, is
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cooperation, which is present also in the two remaining ‘forms’. As the fun-
damental form, it is the basis (the presupposition of the remaining forms). It
has six essential determinations:

Cooperation is therefore first of all the direct collective labour — unmedi-
ated by exchange — of many workers in order to produce the same result,
the same product and the same use value (or utility).

(p. 255)

Any subsequent form of increasing productivity presupposes and includes
cooperation, since it provides the ‘social’ form to the act of labour itself.
From hunting to war, humanity had already used various types of labour in
cooperation. In capitalism, however, the sociability of labour reaches its
most developed stage. Each worker isolated in his everyday life becomes ‘so-
cial’ — in its negative conception — namely, ‘the productive power of the
individual is increased by the social (gesellschafilich) form of labour’ (p.
258). But such ‘sociability’ is constituted from capital and remains under its
control:

Cooperation, which is a productive power of social labour, appears as a
productive power of capital, not of labour [ ... ] Once the worker enters
into the actual labour process he is already incorporated qua labour ca-
pacity into capital, he no longer belongs to himself but to capital, and
therefore the conditions under which he works are rather the conditions
under which capital works. However, before he steps into the labour pro-
cess he enters into contact with the capitalist as the individual owner or
seller of a commodity, this commodity is his own labour capacity. He sells
it as an isolated commodity.” It becomes social once it has entered into
the labour process. The metamorphosis his labour capacity undergoes
thereby is something external to it, in which it does not participate; it is
rather something which is done to it. The capitalist buys not one but
many individual labour capacities at the same time, but he buys them all
as isolated commodities, belonging to isolated (unabhdngig), mutually
independent commodity owners. Once they enter into the labour pro-
cess, they are already incorporated into capital, and their own coopera-
tion is therefore not a relation into which they put themselves, it is the
capitalist who puts them into it [ ... ] Their interconnection and their unity
lies not in themselves but in capital, or, the social productive power of
their labour arising therefrom is a productive power of capital. Just as the
power of individual labour capacity not only to replace but to increase it-
self — surplus labour — appears as a capacity of capital, so does the social
character of labour and the productive power which arises from that
character. This is the first stage at which the subsumption of labour un-
der capital no longer appears as a merely formal subsumption but
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changes the mode of production itself, so that the capitalist mode of pro-
duction is a specific mode of production (Productionsweise).
(pp- 260-2)

Hence it can be noted that for Marx, at the moment when capital organizes
labour in cooperation under its control, subsumption is no longer merely
formal, but more profound, and the mode of the productive process — mate-
rially speaking, but related to the production of surplus value — changes,
technically, and is incorporated into the formal process of production of
(economic) value. Only now, and not as in the case of an increase in the
hours of labour by the mode of absolute surplus value, the mode of produc-
tion is properly and specifically capitalist. That is to say:

The subsumption is formal, in so far as the individual worker, instead of
working as an independent commodity owner, now works as a labour ca-
pacity belonging to the capitalist [ ... ] This distinction is formal in so far
as it can exist without causing the slightest alteration of any kind in the
mode of production (Productionsweise) or the social relations within

which production takes place.
(p. 262)

Marx is here thinking of a material, technical change in the labour process
itself. Before cooperation, in a certain way, the labourer does not change the
mode or the manner of the technical labour process. Now, on the contrary,
cooperation materially changes the intrinsic labour process, organizing it,
controlling it, modifying it in the same ‘process’. Only now capital subsumes
the labourer more than formally: it modifies his productive habits, it takes his
consciousness away from him, it takes the control over the material process
away from him.

This first transposition of the social character of labour as social charac-
ter of capital, of the productive power of social labour as productive
power of capital; and finally the first transformation of the formal sub-
sumption under capital into a real alteration of the mode of production
itself.

(p. 263)

Once again we must consider the concept of ‘mode of production’. By no
means is it the totality (not even abstract) of capital or of the capitalist system
(as Althusser thinks). On the contrary, it is the manner, mode, determined
disposition (synchronic and diachronic) of the labour process, materially or
technically speaking, as the formal production process of the valorization of
value itself. Capital even (and fundamentally) changes the technical, mate-
rial process of labour which manufactures products (commodities) and
which is concretely subsumed in the valorization process. All the foregoing is
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the specifically capitalist ‘mode of production’: the inventing, civilizing tech-
nical power of capital.

3.3 The second mode of subsumption: the social division of
‘social’ labour (MECW. 30: 264-318)

According to Marx, the ‘division of labour’ — in the sense to be determined
hereinafter —is ‘the category of categories of political economy’ (p. 267). Let
us now see the reasons for this importance. In the first place, against Smith,
Marx determines a twofold sense of the ‘division of labour’:

The one is division of social labour into different branches of labour, the
other is division of labour in the manufacture of a commodity, hence not
division of labour in society but social division of labour within one and
the same workshop. Division of labour in the latter sense presupposes
manufacture, as a specific mode of production.

(pp. 267-8)

According to Marx, there is then a difference between these two types of divi-
sion of labour. On the one hand, there is a ‘division of social labour’ (p. 265)
which produces different products or commodities (some produce tables,
others chairs, others tomatoes, etc., as presuppositions of exchange and even
of barter) in the process of ‘social production’. On the other hand, this type
of division (different commodities) is different from the ‘social division of
labour’ which, assuming the foregoing division of labour, separates ‘various
operations’ (some produce the legs, others the wood surface and others
assemble the parts ‘ofthe table’) of the same object produced as commodity
by capital:

The first division of labour shows itself in the fact that the production of
a specific branch of labour confronts as a specific commodity the pro-
ducers of all other branches of labour as independent commodities dif-
fering from it. The second division of labour, in contrast, takes place
when a specific use value is produced before it comes onto the market,
enters into circulation, as a specific, independent commodity. In the first
case the different kinds of labour complement each other through the
exchange of commodities. In the second there is direct, cooperative ac-
tion by the different kinds of labour, not mediated through the ex-
change of commodities, with the aim of manufacturing the same use
value under the command of capital. In the first division of labour the
producers meet as independent commodity owners and representatives
of specific branches of labour. In the second they appear rather as de-
pendent, since they only produce a complete commodity, indeed only
produce a commodity at all, through their cooperation, and each of
them represents not a specific piece of work, but rather the individual
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operations which are combined, which meet, in a specific piece of work,
while the commodity owner, the producer of the complete commodity,
confronts the independent workers as capitalist.

(p. 266)

That is to say, the division of labour to produce different products or com-
modities for exchange originates early in history. Producers can either be
part of a ‘community’ or of a modern bourgeois ‘society’ (see Dussel 1985a,
Ch. 12).In capitalism, the labourer is always ‘isolated’ —without a community
—in everyday life (before and after work), but the second type of division of
labour ‘severs’ into particular jobs the ‘parts’ of the product commodity.
Each different task demands less skill, less particularity, and, in the end, it
does not demand any: it is purely abstract labour. From the neolithic period
on, products were taken to the marketplace by the producer of commodities
as a totality (some tables, others shoes, etc.). Now, by contrast, labour ends in
a ‘part’ of a product within manufacture, before reaching the marketplace.
No labourer produces the whole product, its totality, but only an abstract
portion, analytically severed. In this second case, the division is ‘social’ in so
far as capital decides and controls such ‘separation’ as a whole — not each
labourer; and it is a division of ‘social’ labour because particular labourers
come from an isolated labour capacity (before labour in everyday life) and
receive their ‘sociability’ in an abstract and external unity, under the control
of capital, of the workshop, during the same production process:

Itis clear, (1) that this division of labour presupposes the social division
of labour. First the exchange of commodities develops the differentia-
tion of social labour, and then the branches of labour become so widely
separated that each specific branch is traced back to a specialized kind of
labour, and the division of labour, its analysis, can take place within this
specialized labour. It is equally clear, (2) that the second division of la-
bour must, in its turn, extend the first — reacting back upon it [ ... ] thisis
specific to it, in so far as it is able in its analysis to split up a speciality in
such a way that the different components of the same use value are now pro-
duced as different commodities, independent of each other ...~

(p. 267)

All the foregoing technical advance of analytically dividing the parts of the
object assigned to specific works, is formally directed by capital to make a
‘more productive application of variable capital; the extent to which these
means directly raise the productivity of the labour employed in a particular
sphere of production’ (p. 270).

Marx points out, on the other hand, that when each worker produced the
product isolated in his house and the capitalist purchased it and sold it, he
was acting only as a merchant; namely, ‘the mode of production itself in fact
was not capitalist’ (p. 270). Adam Smith did not understand at all the
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transmutation of the mode of production itself by the social division as pre-
supposition of sociallabour (capitalist, properly speaking) in the same work-
shop. Thus, Marx, due to a detailed analysis of the technological process
itself (see Dussel 1984b), understood the material determination which capi-
tal exerts on the labour process as such: it transforms it as technical labour
because it needs to increase the productivity of labour in order to relatively
diminish the value of wages.

In the workshop, labourers now have a ‘social relation of production
(gesellschafiliches Productionsverhdliniss)’ (p. 278) among them and with the
capitalist, within the organic interior of capital:

For the worker himself no combination of activities takes place. The
combination is rather a combination of the one-sided functions under
which every worker or number of workers is subsumed, group by group.
His function is one-sided, abstract, partial. The totality which is formed
from this is based precisely on his merely partial existence and isolation
(Isolierung) in his separate function [ ... ] The workers form the building
blocks of this combination. However, the combination is not a relation that
belongs to them, nor is it subsumed under them as a united group [ ... ]
The subsumption of the worker under capital is no longer merely formal.
(pp- 278-9)

The ‘division of labour’ is thus the category of categories, the structure in
which labour (in the productive actitself) is determined as social and capital:

The increase of productive power which arises from the division of la-
bour, this social mode of existence (Daseinweise) of labour [ ... ] The so-
cial form of the worker’s combined labours is the existence of capital
over against the worker [ ... ] He has himself become a mere detail.

(p. 280)

From here on, Marx briefly considers the Western tradition’s thought, spe-
cifically among the Greeks, and in more detail in Plato, examples of the con-
cept of division of labour. Of course, in many of these cases, the division is
performed from the ‘common essence (Gemeinwesen)’ (e.g. p. 285), which is
not the case in capitalism. Thanks to Andrew Ure (1778-1857), especially
the work used so much by Marx in the French translation Philosophie des
manufactures (Brussels 1836), or to Charles Babbage (1792-1871) in his On
the Economy of Machinery (London 1832), and finally thanks to Fryderyk
Skarbek (1792-1866) in his Théorie des richesses sociales (Paris 1839), Marx
arrived at the triple division of labour:

The first, which we shall call general [Marx quotes Skarbek, which re-
minds us of paragraph 4 of Chapter 12 Volume I of Capital] brings about
the division of the producers into agriculturalists, manufacturers, and
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traders [ ... ]; the second, which one could call particular, is the division
of each branch of labour into species [ ... | The third division of labour
which one should designate as a division of tasks [end of Skarbek’s
quote].

(p. 317)

Furthermore, Marx observes that the division of labour presupposes a great
‘conglomeration of workers, for which a certain density of population is neces-
sary [ ... ] Concentration of the instruments of labour. The division of labour leads to a
differentiation and accordingly a simplification of the instruments which serve as
means of labour [ ... ] The other conditions of labour, particularly accommo-
dation, factory buildings, can be regarded as a new addition to constant capi-
tal’ (p. 295). All the foregoing implies a great increase of constant capital and
a much more developed degree of the mode of production now formally
capitalist; in other words, a ‘mode of production corresponding to a particu-
lar historical stage of development of capital’ (p. 300).

In this sense, it can be understood why Marx deals here, in a few pages,
with the question of ‘productive labour’ (p. 306); because labour is sub-
sumed more than formally in the division of labour, and capital thus really
incorporates it in productive processes. Labour is ‘productive’ when, sub-
sumed by the division of labour, it ‘posits’ surplus value, relatively decreasing
the value of labour capacity. Productive labour is the ‘productive power’ of
capital, where the ‘process of alienation (Entdusserung), estrangement (Ent-
Jremdung) of labour’ (p. 311) shows ‘not only how capital produces [as he had
expressed it in the Grundrisse], but how capital is itself produced, its own
genesis’ (p. 311) (see Figure 3.1).

Marx develops further the civilizing feature of division of labour, as it over-
comes the existing limits:

Capitalist production, hence the division of labour within the workshop
according to certain rules, directly increases the free division of labour
within society [ ... ] Therefore by constantly setting free a part of the la-
bour force for new kinds of employment and thereby simultaneously de-
veloping needs which were so far latent or not present at all, and modes
of labour to satisfy those needs.

(p- 314)

3.4 The third mode of subsumption: machinery in the
factory (MECW. 30: 318—45)

This Notebook V is in fact a transition toward Notebook XIX. Marx inter-
rupted the writing of Notebook V in March 1862, in an undetermined manu-
script page (although perhaps on p. 211, since there is a reference here to 26
November 1862, which indicates that it was written in January 1863, the
moment in which he resumed writing this notebook). Months later he
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Figure 3.1 Character of labour and its degrees of subsumption.

continued with the subject of relative surplus value in which he refers to
machinery, a subject that was followed by the comparison between absolute
and relative surplus value, which must have been item 4 of the plan, and
concluded (all starting from Notebook XIX, the problem of accumulation,
which received number 4). That is to say, the subject matters of the future
Book 1 of Capital received in this notebook the treatment outlined in
Figure 3.2.

It would seem that from the beginning, this Notebook V would have more
theoretical density, as if certain discoveries of Notebooks VI-XIV would be
already considered. The category ‘production costs (Productionskosten)’ is
used (p. 321); the discourse enters further into the moment of circulation
(sell, buy, social value, individual value, commodity price, fixed capital, etc.),
which leads us to think that after considering the ‘division of labour’ Marx
began to penetrate, by critical confrontation, as we shall see, his theory of
surplus value. Hence, on 28 January 1863, the month in which he had fin-
ished writing Notebook V and begun Notebook XIX, he wrote to Engels:

I am inserting certain things in to the section on machinery. There are
some curious questions which I originally failed to deal with [in March
1862 or while writing the Grundrisse]. To elucidate these, I have read
through all my notebooks excerpts on technology [the Grundrisse, the
Technological-historical Notebook of 1851, and other Notebooks], and am
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Figure 3.2 The place of the subjects of Volume 1 of Capitalin the Notebooks.

also attending a practical (purely experimental) course for working
men, given by Professor Willis [ ... ]
(MECW. 41: 449)

These ‘curious problems’ are, specifically, the discussion regarding the dif-
ference between instrument and machine, and were not approached until
Notebook XIX, and hence are out of our current consideration. On the
contrary, we will examine now the subject that is treated in the first part of
Notebook V, which is a bit disconnected — and written, apparently, at differ-
ent times. There we find various discursive lines, with a proposition of ‘new’
categories, overlapping each other, going through various levels (production,
circulation, realization), in a disorderly fashion. Let us examine with
‘epistemological attention’, as an example, the first pages. Marx is interested
in the following:

Here, therefore, the surplus value appears to originate for him from sell-
ing — from his taking advantage of the other owners of commodities,
from the fact that the commodity’s price has risen above its value; not
from the reduction in necessary labour time and the lengthening of sur-
plus labour time. Yet, this too is merely the way things appear.

(p- 319)

As one can see, Marx is situating himself at the level of realization (level 3);
hence he speaks of ‘price’, but at the same time of production (level 1), e.g.
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of ‘necessary time’. He jumps from one level to the other without mediation.
At the same time, there seems to be a confusion when he deals in advance
with the realization of capital, which does not correspond to the exposition
of the future Book I. All this complicates his discourse. Sometimes we are at
the level of constant capital, sometimes at the level of fixed capital, some-
times at the level of the realization of commodities. The order of his investi-
gation at that moment is not the order of his subsequent exposition.

In order to criticize the erroneous notion that surplus value is the fruit of
circulation and not of production, Marx begins a categorial discourse in
which there are novelties, almost too much for a notebook that is situated
right after Notebook IV. In fact, machinery reduces the ‘value of the com-
modity’;® that s, it reduces its price (‘price of the commodity’), at the circula-
tion level, and this is because it decreases the ‘necessary labour time’ (in its
subjective sense and at the level of objective production), without reducing the
‘working day’, and thereby increases ‘surplus labour’. We indicate the names
of Marx’s categories with quotation marks.

Because of machinery, ‘qualified labour’ is abandoned and replaced by
‘simple (einfach) labour’, of children or women; namely, the ‘socially neces-
sary labour time’ is reduced,’ that is, the objective time necessary to produce
the value of commodities. On the one hand, it diminishes the ‘average time’
or ‘average labour’ in order to reduce the ‘socially necessary value’ of prod-
ucts. On the other hand, due to the reduction of average labour time, it
results in an ‘excess of price ( Uberschuss des Preisses)’ of commodities, because
its former value decreases; namely, it surpasses its ‘normal (normal) surplus
value’. When the mass of wages decreases to the ‘average wage’, the result is
that ‘production costs (Productionskosten)’ of labour capacity also decrease.”
To sum up, and to put it in Marx’s own words, the use of machinery has a
principle that justifies its use:

Its fundamental principle is the replacement of skilled labour by simple
labour; hence also the reduction of the amount of wages to the average
wage, or the reduction of the worker’s necessary labour to the average
minimum and the reduction of the production cost of labour capacity to
the production cost of simple labour capacity.

(p. 321)

Different from the free mediations of the increase of productive power of
cooperation or the division of labour, machinery is constant capital, it has a
cost;itis a ‘power (Krafi)’ or ‘produced (produzierte)’ productive force (p. 322)
(see Dussel 1985a, sects. 7.3-8.4). As constant capital, machinery ‘adds to the
product the value already included in it’ (p. 322). Although it does not pro-
duce new value, machinery transfers to the product its own consumed value.
Imperceptibly, Marx starts to pass to the concept of fixed capital— thus jump-
ing from the concept of constant capital in production to fixed capital in
circulation:
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It follows that the cheapening of the commodities produced by ma-
chines depends on one circumstance alone: the labour time contained
in the machinery itself is less than the labour time contained in the la-
bour capacity replaced by it; the value of machinery which enters into
the commodity is less than, i.e. = less labour time than, the value of the la-
bour replaced by it.

(p. 323)

Machinery has a cost, namely, itis a product of a labour process and produc-
tive process of surplus value; it is a capitalist commodity, but it does not pro-
duce surplus value, but only preserves its value, because in the productive
process its consumed value is not lost, but reappears:

The use value of the machine, and its replacement of human labour is its
use value, does not determine its value; this is determined by the labour
required to produce of machine itself [ ... ] The total value of the
machinery only re-appears (wiedererscheint)in the totality of the commod-
ities in whose production it has assisted as a means of labour.

(pp- 329, 324)

In other words, machinery is the product of human labour, and thus it con-
tains value. In each item of the product, a portion of its value ‘passes’ to the
product during the labour process; and by means of a ‘notional average cal-
culation’ (p. 325) one can determine which aliquot part of machinery enters
into the value of product:

The magnitude of the value that is represented by the machinery that en-
ters into the labour process [ ... ] makes the commodity relatively more
expensive, but only insignificantly, to a much smaller extent than the
manual labour replaced by the machinery would have done.

(p. 326)

This means that no matter how big the capital advanced for the purchase of
machinery may seem with respect that one used to pay ‘living labour’, the
value of machinery that passes to the individual commodity shall always be pro-
portionally lower than the value saved in wages. In other words, machinery ‘de-
valorizes (entwerthet) itself’ when transferring its value to commodity, but capi-
tal does not de-valorize itself; because, on the other hand, it de-valorizes wages
even more (p. 236). In fact, machinery has transformed labour into a ‘less pro-
ductive’ labour (p. 328) of its labour capacity or of the amount of product
which corresponds to it, ‘because the quantity falling to his share is reduced’
(p- 328); and this is the first consequence of introducing machinery.

In fact, Marx enumerates immediately eight corollaries which result from
the industrial or machinery revolution of capital. The first fruit is, paradoxi-
cally, that even though machinery proportionally reduces necessary time
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(for the reproduction of labour capacity), nevertheless the absolute time of
the working day remains the same (see pp. 329ft.). There is, then, an over-
exploitation, not due to an increase of intensity of the labour’s rhythm, but
asaresult of adding a greater productivity of labour to capital with such a rate
of exploitation — an addition to the relative surplus value obtained by intro-
ducing machinery, plus the foregoing absolute surplus value. In other words,
instead of reducing labour time or increasing wages, capital absorbs the
higher productivity of labour’s productive power.

But because the possible de-valorization of machinery is accelerated, the
tendency is to cover its expenses within the shortest period of time possible.

This curtailment of necessary labour time is of course temporary, and it
disappears once the general introduction of machinery into this branch
has reduced the value of the commodity again to the labour time con-
tained in it [ ... ] Thus a large part of the old machinery constantly loses
part of its value or becomes entirely unusable before it has passed
through its circulation period, or its value has re-appeared in the value of
the commodities.

(pp- 330-2)

This is the cause of the second effect or corollary of introducing machinery.
An acceleration of overexploitation takes place, and not only is the necessary
time reduced and the working day preserved, but in order to prevent the pos-
sible accelerated de-valorization of machinery, the absolute time of the work-
ing day is increased.

It is a general experience that as soon as machinery is employed in the
capitalist way [ ... ] once it takes on an independent existence as a form
of capital vis-a-vis the worker, the absolute labour time, the overall working
day, is not curtailed but prolonged.

(pp- 330-1)

But the main cause of such an overexploitation is ‘a fall in the rate of profit’
(p- 333) due to the increase of fixed (and constant) capital, which capital
overcomes or compensates immediately by increasing the absolute time of
labour (greater increase of relative surplus value by machinery, and absolute,
by a greater absolute time of the working day).

The third consequence of introducing machinery in the valorization pro-
cess is that, due to the fact that the price of the product is reduced (since the
individual commodity contains less value), wages are also reduced or ‘the
value of labour capacity or necessary time for its reproduction’. In order to
pay the same wages, capital increases the rhythm of the labour process:

This happens through the, so to speak, condensation of labour time, in
which every part of the time increases its labour content; the intensity of



42 Relative surplus value

labour grows; there is growth [ ... ] butin the quantity of labour performed
within a given period. The pores of time are, so to speak, shrunk through
the compression of labour [ ... ] of labour performed within a given
period.

(p. 355)

Evidently, in this case, ‘labour capacity is more rapidly worn out during the
same hour of labour’ (p. 335); namely, overexploitation shortens the work-
ers’ lives. But, at the same time, it allows capital to achieve a certain ‘shorten-
ing of absolute labour time’ (p. 338), because the ‘means to prolong the
relative surplus time’ (p. 339) are more and more powerful (faster, more
accurate, lighter, low cost, etc. machines).

The fourth effect of the subsumption of machine in capital is the ‘replace-
ment of simple cooperation by machinery’ (p. 340). In other words, in the
primitive workshop of manufacturing capitalism, it was necessary to organize
work explicitly and before labour began. Machinery organizes labourers
cooperatively in a direct form.

The fifth fruit is the ‘invention and employment of machinery against
strikes, etc., and against of wages (p. 340). Marx at this points quotes Ure:
‘When capital enrols science in her service, the refractory hand of labour will
always be taught docility’ (p. 342).

In sixth place, however, machine creates the ‘presumption of the workers in
wishing to appropriate part of the productivity of their labour’ (p. 342).

In seventh place, machinery allows for ‘more continuity of labour’, further
allowing the use of low cost raw materials.

Lastly, and in eighth place, machinery produces the ‘replacement of
labour’ (p. 344) because of the reduction of necessary labour: reduction of
time or of necessary labourers; namely: unemployment. Thus a machine or
an increase of surplus value transforms wage labourer into virtualiter pauper
(‘virtually poor’) (see Dussel 1985a, Section 13.5).

There follows a passage in which the ‘price of the commodity and wages’
(p. 345) are compared; here Marx writes that the labourer can never buy
commodities for the value which they contain at the same price as the wages
received to produce it, since he receives, for example, only 80 per cent of the
value produced. This is the ‘possibility’ of crises.

These eight aspects, and the ones previously mentioned, describe the con-
crete determinations of the real —not only formal — subsumption of labour in
and by capital, thanks to the introduction of machinery, or due to the trans-
formation of manufacturing capital into industrial capital, properly speak-
ing. In any case, this Notebook V is abruptly interrupted to start another
discourse, another theoretical work, from Notebook VI on.



PART II

Critical confrontation of
the system of categories
as a whole

The so-called ‘theories of surplus value’

In March 1862, Marx abandoned Notebook V, atleast on p. 211 of the manu-
script, for on this page he quotes Time's edition of 26 November 1862." Possi-
bly the last part of Notebook V might have been continued in January 1863
when Marx started writing Notebook XIX — as we will see in Part Four, Chap-
ter 11. In any case, in March, Marx began Notebook VI, which up to and
including Notebook XV form half of the Manuscripts of 186163, and which
bear the title ‘Theories of Surplus Value’, under the number ‘5° (MECW. 30:
348),” because point ‘4’ must have been either the comparison between
absolute and surplus value or the problem of accumulation, according to
prior plans.’

The thesis that Marx wants to clarify here had already been discovered in
the Grundrisse and would later become the main theoretical perspective of
all this third part or ‘Theories of Surplus Value’. It reads as follows:

All economists share the error of examining surplus value not as such, in
its pure form, but in the particular forms of profit and rent. What theo-
retical errors must necessarily arise from this will be shown more fully in
Chapter IIT, in the analysis of the greatly changed form which surplus
value assumes as profit.

(p- 348)

The fundamental questions that must not be forgotten during the develop-
ment of this second part are, first, the type of ‘errors’ or ‘confusions’ into
which bourgeois economists fall, and, second, the ‘necessity’ of such errors
(‘necessarily arise’) if one considers that capitalistic political economy is
imprisoned within the ‘bourgeois perspective’ of everyday life — in other
words, economic science is contaminated from its origins or presuppositions
with a necessary deforming ideological interpretation, which is unavoidable
and inescapable.

These Notebooks, from VI to XV (“Theories of Surplus Value’) arenot a his-
tory of the theories of surplus value. Marx speaks for the first time in April
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1867 about such a ‘history’ as Book IV of Capital, where the topics of the
three preceding Books were to be repeated in a ‘historical form’.” As we shall
see, the purpose of these 1862 Notebooks was not to make a history. Neither
are they a theory of surplus value, because this had already been partially devel-
oped up to Notebook V (our Chapters 1-3). In fact, Marx interrupted his
prior discourse in order to perform a precise theoretical task: to confront his
discoveries up to March 1862, the categories already constructed (especially
surplus value) critically, with the categorial structures of the most important
and relevant bourgeois economists prior to him. This would be a genetic
confrontation between two paradigms: the recently discovered and growing
system of categories of Marx himself, with those of the classical economists or
others pertaining to the prevailing economic theory. It was not only an issue
of ‘settling accounts’; it was a prior issue. It was, in fact, a ‘critique’, a matter
of comparing, testing, launching his hypothesis and evaluating his capacity
to answer and to test other economists and himself. With this confrontation,
almost a struggle of theoretical boxing, Marx will not only demonstrate the
force, the resistance of his categories already constructed, but will also be
forced to develop new categories. This critical confrontation of theories, of cate-
gories (hence, neither a history nor a theory of surplus value as such), was of
great importance in Marx’s intellectual biography. His theoretical hypothe-
sis, his interpretative categorial structures, his (essentially abstract) economic—
political paradigm shall get the ‘approval’, the ‘green light’ of the ‘test’ —a criti-
cal ‘test’, not as a conclusive or explanatory argument, but as one that
endures the enemy’s attacks: confrontation which slowly develops into the
possibility of performing a ‘critique’ of other categorial paradigms.

Marx had exerted this type of critical confrontation many times before. In
the Grundrissethere is a ‘booklet’ which is a true anticipation of the ten note-
books which compose “Theories of Surplus Value’. It is a work of many pages
which starts, like many others from these Notebooks VI-XV, from the Manu-
seripts of 1861-63:

The economists’ absolute confusion [ ... ].
(Marx 1973: 549)

The distinction between profit and surplus value does not exist for him
[Ricardo], proof that he is clear (klar) about the nature of neither one.
(Marx 1973: 552)

This ‘booklet’ (Marx 1973: 549-618) is a good example of how Marx some-
times leaves or interrupts his discourse to make sort of an ‘escape’, an unex-
pected ‘trip’ of critical confrontations which slowly intertwine themselves
and constitute an independent work within the former. At the end of this
long comment, he exclaimed in French in the Grundrisse: ‘Now back to our
subject” (Marx 1973: 618), which he could have said when returning months
later to his Notebook V, prior to Notebook XIX.
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As one can see, both in the Grundrisse as well as in the whole material used
to write the first five notebooks of the Manuscripts of 1861-63, Marx first tried
to differentiate between surplus value and profit. But between these two
terms a huge practical (and theoretical) space was opening — in economic
reality — in a great number of categories which had to be clarified or con-
structed — in which Marx now had to begin to confront classical bourgeois
economists. In a certain way, after Marx discovered for the first time in the
history of the political economy the profound category of surplus value at the
level of production, the essence of capital, it was now necessary to pass over or
go beyond (iibergehen) from the perspective of this category to the category of
profit. As one could not directly pass or go beyond from labour time or value
to the measurement of the value of the commodity without the mediation of
money, so also one cannot directly pass — because many mediations are
required — from surplus value to market price and its realization in the sale,
namely, profit. If they are not differentiated, if profit and surplus value are
taken as identical, a great many confusions evidently will appear (non-clarity
is a necessary consequence, because the terms are identical). In order to dif-
ferentiate the mediations, the terms of the relation had to be differentiated
previously.

The passage from surplus value to profit is one of manifestation (value
appears as price of production). The passage from profit to surplus value is
one of foundation (price is founded in circulation from surplus value). The
bourgeois economists grant absolute priority to the passage of profit — pro-
duction. Marx cannot deny the necessity of this first passage, namely the one
of realization, but he articulates it explicatively from the first one. He cannot
deny the necessity of a theory to explain the necessity of a ‘price of produc-
tion’ (the only fundamental problem in the eyes of bourgeois economists
since they analyse everything from the ‘perspective’ of capital). But Marx,
who analyses everything from the subject of labour, namely, from the
labourer, from the working human being (because it is an essentially ethical,
not only a moral perspective),’ is interested in founding price on value,
objectified human life, on surplus value (stolen life). He thus founded the
superficial and phenomenal level of circulation on the profound and essen-
tial level of production. Thus, critical confrontation is necessary; in order to
prove to himself that his genetically new paradigm can resist the attack of the
old scientific-ideological bourgeois paradigm — because all social science,
even Marx’s, of course, always has an ideological component, because it
cannot pretend and is denied by its nature, to be the ‘absolute knowledge’,
social science without ideology.

Hence, Marx worked hard, with a passionate theoretical enthusiasm, from
March 1862 to November of that same year, on these 724 pages (from p. 220
of Notebook VI to p. 944 of Notebook XV; MECW. 30: 347 to MECW. 32:
543) at the rate of almost 100 pages per month. Now he had to resort to the
British Museum’s library, where up to the present time we can still consult
the same works read by Marx.
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From competition: the price of the commodity
\ 4
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Figure 4.1 Some categorial mediations between surplus value and profit.

The profound ‘essence’ is surplus value; the ‘form’ of manifestation is
profit —rent, as we shall see, is a ‘form’ derived from surplus value itself. The
question is to articulate in the phenomenological or apparent level the vari-
ous necessary mediations of surplus value. The problem, although intro-
duced very much in advance, is illustrated in Figure 4.1.

Although it is not our desire to explain these eight levels of profundity,
because this would be the result of Marx’s critical confrontations with the
bourgeois economists, we would like to point out only a few aspects, so that
one can understand, from the beginning, the categorial clarification and
constitution performed by Marx, beginning in Notebook VI.

Methodologically, one must pass ‘from the abstract to the concrete’. The
most simple and abstract, in this case, is surplus value, and profit is the more
complex and concrete. Labour time in production, from a critical standpoint,
determines the product and its value (levels 1, 2 and 3); while from competi-
tion ‘in general’ — or considering capital per se and not actually, as many capi-
tals, from supply and demand, which should be considered in the second of
the four parts of the treatise of ‘Capital in general’” — the ‘price of the com-
modity’ is determined. We must now mention that Marx can perform the
‘passage’ from surplus value to profit, thanks to two categories, namely: ‘aver-
age profit (Durchschnitisprofit)’ (level 4) and ‘cost price (Kostenpreis)’ or ‘cost
of production (Productionspreis)’® (1evel 5). Just as circulation was the ontolog-
ical totality in the movement that founded money’s functions, now competi-
tion (Concurrenz) will be the foundation from which the determination of the
cost price or price of production is made (a concept which is still blurred for
Marx, in a great deal of this Manuscripts of 1861-63).

Marx’s originality lies in the fact that for him, contrary to classic political
economy, surplus value is, in its ‘essence’ and ‘totality’, equal to profit at an
abstract level. But in order to explain concrete variances (among capitals,
branches of capital, or nations), other categories are required. Hence,
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surplus value can be higher or lower than the ‘average profit’. On the other
hand, the ‘cost price’ or price of production, can be higher or lower than the
‘market price’. From the foregoing, one can derive important conclusions
regarding the ‘dependency issue’, since the price of the products which
allow ‘extraordinary profit’ in central countries contrasts with the lower
profitand lower price of dependent countries. In the same manner, in devel-
oped countries the ‘average profit’ will be greater than the surplus value
itself, and it will be the opposite in underdeveloped countries.

One last comment before approaching our subject matter. One might ask
why Marx deals with so many issues under the title of “Theories of Surplus
Value’. If one studies the problem further, however, one can see that from an
external historical framework (in the form of a chronology), Marx advances
in the investigation of many subjects (without a prior order), although some-
times at a distance from the issue of surplus value (as in the case of Steuart,
the Physiocrats or Adam Smith), or productive labour (which produces sur-
plus value) or rent (in which surplus value is distributed), etc. In this way the
unexpected problem of reproduction’ goes through all critical confronta-
tion. In any case, the development of the concept of surplus value is what uni-
fies all these Notebooks, and constitutes the great category discovered by
Marx, now critically confronted with the ‘errors’ and ‘confusions’ of classical
economists, because they ignored this category. They had to ignore it neces-
sarily due to their blindness resulting from their position within the totality of
the ‘bourgeois perspective within a world — in the Hegelian and Marxian
sense, which phenomenologically can be easily related to Heidegger’s sense,
which also depends on Hegel — founded on the ‘capitalistic being’: value that
valorizes itself; outside this ‘being’ nothing makes sense, including living
labour, the source from which Marx performs his confrontation.






4 Critical confrontation with Steuart
and the Physiocrats

Notebook VI, pp. 220-43; started in
March 1862 (MECW. 30: 347-76)

But it does not appear in this form with the Physiocrats, because they
have notyet reduced value in general to its simple substance —the quantity
of labour or labour time. Their method of exposition (Darstellungsweise)
is, of course, necessarily governed by their general view of the nature of
value, which to them is not a definite social mode of existence of human
activity (labour), but consists of material things — land, nature, and the

various modifications of these material things.
(pp- 354-5)

In this short chapter, we wish to have especially an explicit ‘epistemological
attention’, in order to describe the method used by Marx in his confrontations
with capitalist economists. In subsequent chapters, we shall not be able to
undertake the subject in detail, hence we must clarify here this specific level
of Marx’s discourse.

4.1 The case of Steuart (MECW. 30: 348-52)

Deep down, J. Steuart has a mercantilist conception.

Before the Physiocrats, surplus value (Mehrwert) — that is, profit, in the
form of profit—was explained purely from exchange, the sale of commod-

ity above its value.
(p- 348)

Marx started to pay attention to the categories used by Steuart and discov-
ered the fundamental structure of his paradigm: surplus value obtained in
the sale (upon alienation) is profit, but by no means is ‘surplus value’ as Marx
had defined it in the first Notebooks of these Manuscripts of 1861-63. From
Steuart’s point of view, surplus value and profit are identical, they are just two
names with the same semantic content (according to Steuart, there is only
one name: profit). Consequently, there is only one ‘positive profit’ which
increases or expands the ‘social wealth’, the ‘sum of use values’, a greater
amount of value (surplusvalue or profit) which is ‘produced in consequence
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of the development of the productive powers of labour’ (p. 351). So the ‘real
value’ (according to Marx, the ‘value of product’), or the ‘creation
(Schipfung) of new wealth’ (p. 348) is the result of a certain quantity of
labour which, as an average, a worker of the country can normally perform
(p- 351). This relationship between labour and value is correct, but Steuart
does not ask himself ‘how (wie)’ is it possible to have ‘new value’, morevalue,
surplus value. He cannot ‘explain (erkldren)’ or clarify the origin of this
‘particular (einzeln)’ capitalist surplus value. But the really essential ques-
tion, which is the one Marx is interested in, comes after these categorial
distinctions.

When the product is sold as a commodity, the ‘relative profit’ which repre-
sents ‘a loss to somebody’ (p. 348) is obtained, for the manufacturer capital-
ist adds over the ‘real value a determinate extra, something more: “The price
of the commodity’ — Steuart’s new category — is greater than the ‘real value’,
thus achieving, during the sale, a ‘relative profit’. This is the capitalist profit
which is a loss for the buyer.

Marx says that Steuart understood well that the distribution of ‘relative
profit’ pertains to dominant classes: profit, to the manufacturers; interest, to
the lenders; rent, to the land owners. He also understood clearly that all
profit is surplus value of the ‘price of the commodity’ over the ‘real price’.
He also had a correct conception of capital when he discovered how the ‘sep-
aration takes place between the conditions of production, as the property of
a definitive class, and labour capacity’ (p. 352). But, essentially, Steuart could
not understand at all the question of surplus value as Marx conceived it,
because he never overcame the perspective of circulation.

In fact, when Steuart asks himself about the components of ‘real value” he
indicates three: quantity of labour, value of means of subsistence and value of
materials (p. 351). These three components (‘articles’ Steuart calls them)
cover up or do not show the surplus value in Marx’s sense. The ‘quantity of
labour’ is the labour performed by the worker. While the ‘means of subsis-
tence’ (or that required to reproduce ‘labour capacity’, as Marx would say)
are in fact part of the ‘quantity of labour’ (it would be performed in ‘neces-
sary time’, but not in ‘surplus time’).

To sum up, from his confrontation with Steuart, Marx concludes that sur-
plus value was not discovered as such (as objectified surplus labour time), but
only under the ‘form of appearance’ — as Marx would have put it — of one of
its phenomena: as profit. But, definitely, the fundamental error or confusion
is the same as that of mercantilism: to assert that a commodity is sold aboveits
value in order to explain profit; it is not understood that it is sold at its value
(real value that includes surplus value as quantity of objectified time over the
necessary value for the reproduction of the worker’s means of subsistence, to
express ourselves in terms of Steuart’s categories).

One must ask what kind of hermeneutical task Marx performed. Marx
considered the names and categories within Steuart’s mercantilist paradigm
and confronted the latter with his own names, categories and paradigm. As a
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result, there came out positive and recoverable aspects of Steuart, while
others were rejected as a result of confusing errors.

From the ‘perspective’ in which Steuart placed himself, he is the ‘rational
(rationel) expression of the monetary and mercantile systems’ (p. 352).
Namely, from his real, practical and everyday ‘world’, there is no possibility
for a rational, coherent ‘scientific’ expression (p. 348), different from the
one expressed by him. It can be perfectly ‘rational’ or ‘scientific’ and yet
erroneous, blurred: it is coherent within his ‘perspective’ —which takes circu-
lating capital as the essence and fundamental; his mistakes are thus necessary.

4.2 Confrontation with the Physiocrats (MECW. 30: 352-62)

For the Physiocrats, in contrast, the product is sold as a commodity at its
value. But this value contains ‘surplus value’ over and above the value
invested in the means of production and in the wages that pay the labour
capacity of agricultural workers. This surplus value is a ‘gift from nature
(Gabe der Natur)’ (p. 360). This surplus value is the rent received by the land-
owner. There is no other surplus value besides rent, and the profit of the
industrial capitalist must be interjected as a salary for the businessman. If it is
true that the Physiocrats overcame mercantilism, if it is true that they ‘trans-
ferred the inquiry into the origin of surplus value from the sphere of circula-
tion into the sphere of direct production’ (p. 354), they also had numerous
confusions.

We must indicate from the start that, in his confrontation with the Physio-
crats, Marx has notyet constituted many of the required categories. Thus, for
example, he accepts that rent is surplus value, strictly speaking, as he had
already analysed it in the Grundrisse.

From the ‘bourgeois perspective’ of understanding, the Physiocrats identi-
fied the constitutive moments of capital as ‘independently of its social form —
and thereby made of the capitalist form of production an eternal, natural,
form of production’ (p. 353). This error concerning a historical view leads
them to conceive of a ‘material law of a definite historical social stage ... as an
abstract law governing equally all forms of society’ (p. 353).

The Physiocrats adequately warned that the ‘labour capacity’, as the work-
ers’ commodity, faces the conditions of labour constituted in itself as capital;
that the value of the labour capacity is equivalent to the ‘labour time
required to produce the means of subsistence necessary for the reproduc-
tion of labour capacity’ (p. 353), although they made a mistake when they
construed the required minimum ‘as inalterable’ — for the same labour
capacity receives for its reproduction the effect of the historical development
of civilization which is subject to change. But the greater mistake was that
they did not understand surplus value formally but only materially:

Because agricultural labouris the only productive labour [which produces
surplus value], the only labour that creates surplus value, the form of surplus
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value which distinguishes agricultural labour from all other branches of
labour, rent, is the general form of surplus value.
(p- 356)

The Physiocrats take definite, concrete labour [agricultural labour] as the
creator of surplus value or as ‘the substance of value’, and not abstract labour
with its measure, labour time’ (p. 357). Only when the ‘social condition of
labour’ in general had been defined was it possible to construct formally the
category of surplus value (objectified social surplus labour). But the Physio-
crats could not do any of this, resulting in multiple contradictions starting
from their own presuppositions.

The first contradiction is that, although they give priority to agriculture
and landowners, they did not understand that the dissolution of the feudal
system prioritizes now industrial capital and the same landowner appears in
fact more as a capitalist than as an owner, and as such, surplus value is distrib-
uted to him as rent. To summarize:

Hence the contradictions in this system: it was the first to explain surplus
valueby the appropriation of the labour or the others [ ... ] butit did not
see [hermeneutical blindness] that value in general is a form of social la-
bour and that surplus value is surplus labour. On the contrary, it con-
ceived value merely as use value, merely as material substance, and
surplus value as a mere gift of nature.

(p- 360)

As one can see, Marx proves (proves to himself the resistance or pertinence of
his interpretative categories) his concepts, when confronting his eventual
adversary with clarity — as in Greek rhetoric. But, at the same time, regarding
the question of surplus value, new subjects arise which must be clarified. If
with J. Steuart it was about the difference between the value and price of a
commodity (the realization of the surplus value as profit), now instead the
question is about ‘productive labour’ (that produces surplus value) and the
complex subject of the ‘rent of the land’.

4.3 Other minor contradictions (MECW. 30: 362-76)

Marx continues ‘assuring’ the semantic content of the category of surplus value:

Thus the Physiocrats saw the production of surplus value as the essence
(Wesen) of capitalist production. It was this phenomenon (Phdnomen)
that they had to explain. ... In this first conception we have, to begin with,
the essence (Wesen) of surplus value — that it is value realized in sale,
without the seller having given an equivalent for it, without his having
bought it. Unpaid value.

(pp. 370 and 363)
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Whence, therefore, comes surplus value? That is, whence comes capital?
[ ... ] Their error was that they confused the increase of material substance,
which because of the natural process of vegetation and generation dis-
tinguishes agriculture and stockraising from manufacture, with the in-

crease of exchange value.
(p. 370)

In the dialectical reflection of confrontation performed by Marx, the ‘essence’
of surplus value becomes very clear. From the essence (identity, ground,
Grund), it is now necessary to explain, to clarify ‘phenomena’, appearances
(Erscheinung) , what is founded, namely, profit, rent, interest. But not the other
way around. In addition, if they are wrong regarding the ‘essence’, semanti-
cally mistaking the formal content of surplus value with a possible material
‘phenomenon’, as a use value, all the rest is wrong and confusing.

First, Francois Quesnay (1694-1774), in his Analyse du tableaw économique
(Paris, 1846), divided society in three classes: ‘productive class (laboreurs
agriculturels), landowners and sterile class’ (p. 362). According to this French
physician and economist, only the ‘agricultural labourers’ are the ‘class
which creates surplus value’. Surplus value does not appear in the price of
commodity, since it is sold at its value:

As soon as the labour of the husbandman produces more than his wants, he
can, with this superfluity that nature accords him as a pure gift [ ... ] buy the
labour of the other members of the society. The latter, in selling it to
him, gain only their livelihood; but the husbandman gathers, beyond his
subsistence, a wealth which is independent and disposable, which he has
not bought and which he sells.

(p- 363)

Hence, Quesnay correctly poses the question, but does not correctly infer its
consequences. He adequately confronts ‘capital and wage labour’ in agricul-
ture; he discovers the origin of surplus value, but he does not understand
that the ‘gift of nature’ has as addressee the owner of labour (the labourer)
and not the owner of the soil (the capitalist). As ‘the appropriation, without
an equivalent, of another’s labour’ (p. 365) is not formally discovered by
Quesnay, he defines the ‘phenomenon’ but does not know its fundamental
‘essence’. He has explicitly made the description of the ‘appearance’, but has
not linked it to the ‘essence’: he knows that surplus value has not been paid
for, but he attributes this gratuity to ‘nature’ and not to the violent coercion
of a ‘social relationship’; namely, ‘this surplus value is explained again in a
feudal way, as derived from nature and not from society; from man’s relation
to the soil, not from his social relations’ (p. 360). One can understand from
the foregoing the ethical sense of Marx’s discourse (if by ethical we under-
stand the relationship amongst people, practical relation, person—person,
praxis and not a productive or poetic relation: person—-nature).
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In the same manner, Anne R. J. Turgot (1727-1781), in his work Reflexions
sur la formation et la distribution des richesses (Paris, 1844), concludes that ‘rent
is the only surplus value, accumulation takes place only from rent’ (p. 367)
and it rightfully belongs to the landowner because he has advanced the
objective conditions of labour (tools, raw materials as seeds, etc.).

Ferdinando Paoletti (1717-1801), in his work I veri mezzi de render felici le
societa (Milano, 1804), always mistakes ‘value with material substance’ (p. 368)
and hence industry ‘does not create anything’, namely political economy
presupposes and has as its subject matter of inquiry the materialand real pro-
duction, which appears exclusively in agriculture. This economic ‘material-
ism’ was clearly rejected by Marx — although a certain productivism of the
Real Socialism reinstated it.

Jeréme A. Blanqui (1798-1854), in his work Histoire de l'économie politique
(Brussels, 1839), explains that for the Physiocrats the ‘excess of value’ pro-
vided by agriculture was called the ‘net product’ that landowners appropri-
ated. Germain Garnier (1754-1821), translator of A. Smith, shows that in the
case of the commodity one has to apply the mercantilist doctrine; he asserts
that products are sold above their value and thus discovers that profitis made
by savings — as Smith suggested — is in reality physiocratic. In any case,
physiocratism tended to conceive agricultural exploitation in a capitalistic
way and as ‘great agriculture’ (with a lot of money, instruments and large
amounts of land), thus meaning the end of feudalism.

Marx’s ethical intuition makes him discover, according to an exclamation
of Mercier de la Riviere (1720-86), in his L ordre naturel et essentiel des sociétés
politiques (London, 1767), the insight ‘that surplus value at least in manufac-
ture has something to do with the manufacturing workers themselves’ (p.
373). Marx quotes de la Riviere, who said:

Open your eyes and see how many live in poverty or at least, in need,
among those producers who understand the art of converting 20 sous

into the value of a thousand écus.
(p. 373)

While exalting agriculture in such a way and when considering rent as sur-
plus value, the Physiocrats dug the grave of the landowners. The French Rev-
olution imposed taxes on the people that created new value; it virtually
confiscated land, which passed into the hands of the State.

Theodor A.H. Schmalz (1760-1831), in his Economie politique (translated
in Paris, 1826), repeats and vulgarizes the positions the Physiocrats had
already reached. There appears, however, the concept of the ‘average wage’
(p- 375) which establishes a relationship with the necessary average con-
sumption of workers. Pietro Verri (1728-1797) in Meditazioni sulla economia
politica (Milano, 1804), starts his criticism of the Physiocrats by stating that
‘the artisan, in the price which he receives, gets not only the replacement of his
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outlay on consumption, but a certain sum over and above that; and this sum is a new
quantity of value created in the annual production’ (p. 376).
To conclude, let us allow Marx to express himself:

In the Mercantile system, surplus value is only relative — what one wins,
the other loses: profit upon alienation [ ... ] So that within a country, if we
consider the total capital, no creation of surplus value in fact takes place
[ ...]1In opposition to this [ ... ] The Physiocrats seek to explain absolute
surplus value: the net product. And since the net product is fixed in their
minds as use value, agriculture [is for them] the sole creator of it.

(p. 374)

This translation of the mercantilist and physiocratic paradigms to Marx’s,
occasionally respecting the name of their categories — but semantically
pouring them into Marx’s — concludes the initial confrontation: ‘the mer-
cantilist system in fact denies, the creation of the absolute surplus value’
(p- 374), while the Physiocrats construe surplus value in a materialistic
fashion but ignore its formal essence — the fruit of abstract surplus labour.



5 Adam Smith’s perplexities

Notebooks VI and VII, pp. 243-99;
after March 1862 (MECW. 30: 376-451)

Itis necessary therefore to call attention to this peculiar train of thought
in Adam Smith’s book: first the value of the commodity is examined and
in some passages correctly determined —so correctly determined that he
traces out in general form the origin of surplus value and of its specific
forms, hence deriving wages and profit from this value. But then he takes
the opposite course, and seeks on the contrary to deduce the value of
commodities (from which he has deduced wages and profit) by adding
together the natural princes of wages, profit and rent.

(p. 402)

In these writings Marx stopped for a few moments to make methodological
reflections. Let us examine some of these expressions to keep them in mind
for later discussions:

Itis this deep insight of Adam Smith’s that makes him irresolute and un-
certain, cuts the firm ground from under his feet, and prevents him ...
from reaching a consistent and comprehensive theoretical view of the
abstract general foundations of the bourgeois system. [ ... ] With all later
bourgeois economists, as with Adam Smith, lack of theoretical under-
standing needed to distinguish the different forms of the economic rela-
tions remains the rule in their coarse grabbing at and interest in the
empirically available material (empirischer Stoff).

(pp- 394 and 398)

Marx already has his method fully under control, as well as the structure or
paradigm of his categories — not all of them, because during the course of
these notebooks we will see imprecisions as well as significant advances — and
thus it is not difficult for him to see when Smith falls into contradictions with
his own assumptions. Smith is sometimes ‘startled’ as if he did not know what
to do. Butimmersed in the ‘bourgeois perspective’ of existence, he must nec-
essarily fall into mistakes and confusions, and that explains ‘Adam’s twistings
and turnings, his contradictions and wanderings’ (p. 408).
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5.1 Confusions regarding the exchange of labour for capital
(MECW. 30: 376-94)

At the bottom of Marx’s first confrontation with Smith lies the distinction
clearly discovered by Marx in the Grundrisse," already discussed in Notebook I
(our item 1.2.b): ‘living labour’ is not equal to ‘labour capacity’. Living
labour is human subjectivity as labourer: the creative source of value. Labour
capacity is only in subjectivity the real ‘possibility’ to be able to work, say for
ten hours. Wages only pay the reproduction of the value of labour capacity
(which the labourer reproduces in the ‘necessary time’) , but does not pay for
all the living labour. Consequently:

The equating here of labourand product of labourin fact provides the first
occasion for the conclusion between the determination of the value of
commodities by the quantity of labour contained in them, and the deter-
mination of their value by quantity of living labour that they can buy, in
other words, their determination by the value of labour.

(p- 383)

In the first case, ‘labour’ is ambiguously ‘labour capacity’ (which is paid for
its reproduction) and ‘living labour’ (which is used but not entirely paid). If
the value of the product is measured by the ‘living labour’ — and this is cor-
rect, even in A. Smith —and only ‘labour capacity’ is paid, why does a ‘surplus
value’ remain, which is considered as ‘profit’>? Where does this ‘surplus
value’ come from? From the unpaid portion of the ‘living labour’. But Smith
is not only unable to see this, but cannot accept it either. Consequently, he
remains startled, in contradiction; this path leads him to abandon the rela-
tion at the level of the production of the labour value and enter into the
empirical, superficial or apparent level of circulation: calculate the value of
commodity, not by ‘labour’ but by its phenomenal components: wages +
profit + rent. Instead of going from production to value, now he comes from
price and money towards value.

From the exposition that follows, however, it will be seen that this vacilla-
tion and this jumbling up of completely heterogeneous determinations
do not affect Smith’s investigations into the nature and origin of surplus
value, because in fact, without even being aware of it, everywhere in his
analysis, he keeps firmly to the correct determination of the exchange
value of commodities — that is, its determination by the quantity of la-
bour or the labour time expended on them.

(p. 378)

Marx then recognizes, in this confrontation with Smith, his great merit. A
commodity is worth as much as the ‘quantity of labour’ objectified in it. But
he has not discovered the ‘nature’ of this labour.



58 Adam Smith’s perplexities

The emphasis here lies on the equalization, brought about through the
division of labour and exchange value [ ... ] mylabour with the labour of
other words, with social (gesellschafilich) labour (the fact that my labour
too, or the labour contained in my commodities, is already socially deter-
mined in my commodities, is already socially determined, and has essen-
tially (wesentlich) changed its character, escapes Adam) and not at all on
the difference between objectified labour and living labour, and the spe-
cific laws of their exchange.

(pp. 382-3)

Because he does not understand the ‘social’ nature? of labour, nor the differ-
ence between living labour and labour capacity (the first does not have value
and is the measure of all value; while the second has value and is measured by
money: wages, and thus is exchangeable), Smith concludes that, given the
contradiction he poses and the perplexity in which it leaves him:

In the exchange between capital and wage labour, objectified labour
and living labour, the general law at once ceases to apply, and commodi-
ties [ ... ] do not exchange in proportion to the quantities of labour
which they represent.

(p. 379)

Namely, because Smith lacks the necessary distinctions, and does not con-
struct new categories, he resolves the contradiction by revoking the general
law: only in this case can unequal terms can be exchanged. Less ‘objectified
labour (money)’ is exchanged for more ‘living labour’. For Marx, equal or
equivalent terms in reality are ‘wages’ (objectified labour, money) and ‘la-
bour capacity’. But then it would have been discovered that a portion of ‘liv-
ing labour’ had not been paid, but stolen, and then ‘surplus value as such as a
category on its own, distinct from the specific forms it assumes in profit and
rent’ (p. 389) would have been revealed. Surplus value would have stopped
being a ‘general category’, which ambiguously included profit and surplus
value, to become the explicit category, independent, which expresses ‘sur
plus value — that is, surplus labour, the excess of labour performed and real-
ized in the commodity over and above the paid labour’ (p. 388).

5.2 Identification of surplus value and profit
(MECW. 30: 394-402)

In the foregoing section, ‘it was not possible to resolve the contradiction as
long as capital was set directly [and ambiguously] against [living] labour
instead of against labour capacity’ (p. 380). Nowadays, in the same way,
because of the habit of becoming ‘closer to empirical observation (empirischer
Schein) and to everyday representations’ (p. 402) determined within the world,
within the ‘bourgeois perspective’, one tries to overcome this contradiction
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by means of another confusion. One wants to overcome the contradiction of
there being a ‘surplus value’ in the value of the product, above the value of
wages (because labour is the origin of the entire value of the product, and thus
the whole value of the product should be compensated as wages), identifying,
confusing, obscuring the concept of the ‘creating source of value’ (which is
only labour) with the parts or the components of the value or price of the com-
modity (concrete, empirical income forms). On the one hand, surplus value
(abstract and general form, the fundamental category at the level of produc-
tion) is identified and confused with profit (derived, concrete form at the
empirical level). And, on the other hand, the ‘creating source of value’ (living
labour) is also confused with the ‘sources of income’ (wages, profit and rent:
income for the owners of labour, capital and land). Let us now discuss the fore-
going briefly and separately. It all starts with the main confusion of all of
capitalism:

Because Adam makes what is in substance an analysis of surplus value,
but does not present it explicitly in the form of a definite category, dis-
tinct from its special forms, he subsequently mixes it up directly with the
further developed form of profit. This error persists with Ricardo and all
his disciples.

(p- 395)

If Smith had discovered surplus value (as unpaid labour, as robbery, as
injustice), he would have stopped being a capitalist. This is essentially an
ethical problem! It is the case of an empirical and value judgement — so
much criticized by Max Weber. As the capitalist and economist that he was,
Smith could not discover surplus value because ‘he conceives this surplus
value directly in the form of profit [ ... ] Once capitalist relations are
assumed, this is quite correct’ (p. 396). Once capital is ‘presupposed
(vorausgesetzt)’, surplus value (as unpaid labour) cannot be defined except
from the perspective of being value that valorizes itself, namely, as the
profit of capital. The ethical or anthropological blindness (the relation
human being—product; labourer—value) is a corollary to the capitalist
vision. That ‘which is downright silly’ (p. 396) is for Marx the system’s ratio-
nality. What ‘Adam Smith puts ... down with quite naive thoughtlessness,
without the faintest suspicion of the contradiction it presents’ (p. 398) is
precisely what the critic Marx is interested in. In reality, the ‘interest of the
capitalist’ (p. 396) is what determines his theory, his science, the construc-
tion of his paradigm and categories.

Thus, Marx reaches the central pages of this Notebook. In the first place,
surplus value is not so innocent, since:

Capital is productive of value only as a relation, in so far as it is a coercive
force on wage labour, compelling it to perform surplus labour [ ... ]
Capital — like all conditions of labour — [ ... ] itis never a source (Quelle)



60 Adam Smith’s perplexities

of value. It creates (schaffl) no new value [ ... ] labour is the source of its
value.

(p. 399)

Now, in order to overcome his contradiction, Smith has no other recourse
than to ‘confuse’ or ‘identify’, as we have mentioned, the ‘creative source of
value’ (labour) with the ‘sources of income: wages, profit and rent’, because
it must be noted that ‘it is equally wrong to say that wages are an original
source of exchangeable value, although wages, or rather the continuous sale
of labour capacity, is a source of income for the labourer’ (p. 400). To clarify
the matter, Marx uses many categories not yet sufficiently clarified, such as,
e.g. ‘average price’,” ‘market price’, ‘natural price’, ‘cost price’* of wages, of
profit, of rent, of the commodity; ‘value of the commodity’, ‘value of the
product’, ‘value of the profit’, etc. As one can see, all these categories are pre-
cisely those which Marx will define in the remaining portion of these manu-
scripts — and which prepared the way for the famous chapters 1, 9 and 10 of
Book III of Capital edited by Engels.

Later we shall discuss all these categories in detail.

All the names of these categories, however, must not make us forget our
intentions. We must not forget our purpose. The ‘value of the commodity’
(which in fact here means the same as ‘value of the product’, since the former
could be the ‘market value’, as we shall see below) could be approached
from two different angles: (a) from the subject, the labourer (subjective and
fundamental aspect, productive), or (b) from capital, circulation (empirical
or phenomenal, superficial aspect).

Adam Smith and the capitalist economist gave priority —although they also
discovered the relationship of arrow « to the relationship b (arrow 4 ‘presup-
poses’ the interest of capital) (see Figure 5.1). They never discovered from
this perspective surplus value as such (which is at the level of production in
the relationship ‘living labour value’). I think that we are now in position to
understand the text placed at the beginning of this chapter.

In fact, Smith first determines value from labour, in general, in an abstract
manner (A). But when he finds a non-equivalence, when he discovers that in
addition to wages, profit must be presentin the value or the price of the com-
modity, contradicting himself and confusing the ‘sources’ (of the creation of
value and of income), he derives the value of a commodity from the sum of
wages, profit and rent (B). This is an absurd ideological leap in his discourse
— an epistemological contradiction ‘required’ to save the inferest of capital.

5.3 The question of reproduction (MECW. 30: 402-51)

We now approach a subject which Marx had started to discuss in the
Grundrisseand which he dealt with again in the manuscripts used by Engels to
publish Book II of Capital’ The question was approached up to Notebook X,
which explains the exclamation regarding Quesnay’s Tableau Economique
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Figure5.1 Surplusvalue and profit. Creative source of value and sources of revenue.

which only had five lines: ‘A truly brilliant idea, without dispute the most bril-
liant idea one can recognize in the political economy to this date’ (MECW.
31:240). Marx looked for many ways to clarify the question of the ‘reproduc-
tion process (Reproductionprocess)’; his paths frequently ended in ‘this highly
irksome calculation’,’ or, after having written dozens of pages, he had to rec-
ognize: ‘Some had posed the question in a different way’ (p. 437). As for us,
we must explain the essential conclusions of the ‘comings and goings’ of the
investigation of the reproduction process of constant capital which manifests
itself in the value or price of the commodity, as we did with the Grundrisse.

Indeed, everything starts because Smith wonders about a ‘fourth part’ of
the price of commodities: wages, profit, rent and the consumption of the
means of production (which Marx already clearly names ‘constant capital’).

In order not to getlost, it is convenient not to forget the fundamental posi-
tion of Marx in all discussions with Smith. We read: ‘The value of the total
annual product [of a country] is equal to the quantity of labour time materi-
alized labour in them’ (p. 408); or ‘all the elements of the linen [product]
are resolved into a sum of quantities of labour’ (p. 451). For Smith, the value
or total price of a product or commodity was the sum of revenues (money:
wages, profit or rent). For Marx, the value or price is always labour: past
labour, pre-existent or present labour or ‘recently added’ labour. Marx’s
theory demonstrates how the constant capital is only labour that is trans-
ferred to the value of the product. But this not only happens in the constant
capital of the producers of the ‘consumable product (consumables Produkt)’,
but also in the case of the producers of machines or raw materials.

To sum up, for Marx the value or price of a ‘final product (Schiuss-
produkt)’ or ‘consumer good’, namely, the product that is bought by an indi-
vidual consumer and not by another capital that integrates it as constant cap-
ital, has two ‘components’: the first one is integrated by a use value produced
by ‘recently added’, ‘additional’, ‘new’ labour (that establishes a relation
with variable capital and that circulates from production to product); the
second, the more problematic, is constituted by the ‘component parts of
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value (Werthbestandtheilen)’ (p.445). These ‘component parts of value’ of the
‘total price of the product’ are in reality the parts of value which are con-
sumed or destroyed from the constant capital; both the total raw material
incorporated and the ‘proportional part’ of the consumption of machinery
(p. 447). Here Marx passes from the level of production (constant capital) to
the level of circulation (circulating or fixed capital), because the ‘component
parts of value’ are, exactly, the parts of the constant capital that have circulated
(current capital) or have passed to the product. Hence, those ‘component
parts of value’ allow for the reproduction of the constant capital.

In addition, Marx introduces the ‘different spheres of production
(Productionssphdren)’ (p. 436) in the subject matter of reproduction, which
allows him to analyse the fact of exchange among producers of means of
production (in reality they only exchange among them ‘in natura’ (p. 451),
who, when relating or exchanging with the producers of ‘final’ or ‘con-
sumer goods’, realize their newly added labour in the consumable product.
In other words, both the producers of means of production and the pro-
ducers of consumer goods obtain surplus value for their respective prod-
ucts (be it cotton, machine or linen to be used). But the producers that
produce means of production (cotton or machines) do not yet properly
realize their surplus value when exchanging their products among them-
selves (they still have it ‘as product’; as the value of the product). But only
when the means of production (cotton or machine) are sold to the pro-
ducer of consumergoods (as its constant capital: the cotton and the machine
of the producer of the linen for consumption), and when this producer of
fabrics sells his product (linen), the ‘component part of value’ that has circu-
lated in the total price of the finalproduct (namely, the cotton and the con-
sumed portion of the machine that passes to the linen), is the income
(wages and profit) of the producers of the means of production effectively
realized (see Figure 5.2):

Thus although the final product — the linen, which represents all con-
sumable products — consists of newly added labour and constant capital,
and so the final producers of this consumable product can only consume
that part of it which consists of the labour most recently added, of their
total wages and profits, their revenue — nevertheless all the producers of
constant capital consume or realize their newly added labour only in the
consumable product [ ... ] They realize all added labour in the consum-
able product instead of in their own product.

(p- 446)

The component of the capital that remains as constant capital and that
does not pass to the product is retained as ‘conditions of production’, which
anyway includes living labour, because in the end machines behave as con-
sumable products as well. Thus, one may conclude:
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Figure 5.2 Some moments of the description of reproduction in Notebook VII.

Each capital is always simultaneously divided into constant and variable
capital, and although the constant capital, like the variable, is continu-
ously replaced by new products, it always continues to exist in the same
manner, as long as the same kind of production continues.

(p. 450)

Marx continues investigating the question of surplus value. Smith has fallen
into new contradictions by having ‘made wages, profit and rent the constit-
uent component parts of exchangeable value or of the total price of the
product’ (p. 408). For Marx, instead, the portions are the ‘newly added’
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labour (that produces the value of wages and profit, which was first surplus
value) and the ‘component parts of value’ that have passed from constant
capital to the product — that had incorporated surplus value as the product of
the producers of the means of production. Again, everything is conceived
starting from labour, from the ‘creative source of value’, and not from capi-
tal, or from ‘sources of revenue’.

To sum up: ‘materially’ any value is nothing but objectified labour (con-
stant or fixed capital, as well as circulating capital, the new value or the com-
ponent parts of value and even the ‘fund’ for wages or variable capital:
everything), namely, living labour, human activity. All profit is ‘formally’ just
surplus value, namely, not paid (robbery, fundamental ethical position)
labour. There is no place for Smith’s escapades.
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Notebooks VII and X, pp. 299-444;
between April and May 1862
(MECW. 31: 7-250)

Productive labour, in the meaning of capitalist production, is wage la-
bour which, exchanged against the variable part of capital (the part of
the capital that is spent on wages), reproduces not only this part of the
capital (or the value ofits own labour capacity), but in addition produces
surplus value for the capitalist [ ... ] Only that wage labour is productive
which produces capital [ ... ] Consequently, only that labour capacity is
productive which produces a value greater than its own.

(p- 8)

In the last chapter, we considered surplus value as an objective effect of
labour, of surplus labour. Now we must consider the subjective aspect of the
surplus value: the type of labour that formally creates it, which strictly adds
surplus value. Moreover, Marx goes back to the question of reproduction,
which had been his concern during all those months, and always in relation
to the difference between capital and income, and especially some com-
ments about Quesnay’s Tableau économique.

6.1 Productive labour, capital, and commodities
(MECW. 31: 7-29)

We must first point out that, according to Marx, the name ‘productive
labour’ has three different meanings. An extensive one, regarding its ‘abso-
lute’ meaning (which is only sufficient ‘to keep the worker alive, that is, to
reproduce the labour capacity’) (p. 8). The second meaning, abstract and
material, means the ‘real (wahrhaft) productive labour (p.9), the one that
would produce use value for the labourer if there were no capital (any sur-
plus labour would be for the labourers). In this second meaning, labour
could be productive in a post-capitalistic society. But in this paragraph, the
meaning of the term ‘productive labour’ establishes a relationship with ‘rela-
tive productivity’:

This is productivity is based on relative productivity — that the worker not
only replaces an old value, but creates a new one; that he objectifies
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more labour time in his product than is objectified in the product that
keeps him in existence as a worker.

(p-9)

In this type of ‘productive labour’ lies ‘the origin of the surplus value [ ... ]
the essence (Wesen) of capital’ (p. 9). For the Physiocrats, as we have seen,
only agricultural labour was productive, because it was materially objectified
ina ‘net product’, in a surplus value empirically tangible: a use value. As for the
mercantilists, they defined as productive any labour which produced com-
modities devoted to exportation and which rendered more money than was
invested. For this reason, mining labourwas considered productive; and to the
extent that the value of the money (gold and silver) declined, wages fell at the
same rate and a greater relative surplus value was obtained in manufacturing
industry. After these brief reflections, Marx returns to Adam Smith.

Indeed, Smith has a ‘false conception’ of productive labour because he
believes that only labour that produces value is productive, and he is not
aware that it is possible to produce value without creating surplus value. To
create surplus value and to produce value are two different determinations.
To produce value is a material activity (determination by its content); to
create surplus value is a formal determination:

These definitions are therefore not derived from the material character-
istics of labour [ ... ] but from the definite social form, the social relations
of production, within which the labour is realized [ ... ] Itis a determina-
tion of labour which is derived not from its content or its result, but from
its particular social form.

(pp- 13-14)

A clown who works in a circus produces surplus value for the owner of the
circus (his ‘clownish jokes’ are productive labour). A construction labourer
who builds a house constructed by a businessman for his own use with his
income performs unproductive labour.' Then, labour is productive when it
produces surplus value, when it is exchanged with capital, when itis in a ‘so-
cial relationship’ formally capitalistic:

The productivity of capital consists first of all, even when it is only the
Sformalsubsumption of labour under capital that is being considered, in
the compulsion to perform surplus labour; to work beyond the individual’s
immediate needs. The capitalist mode of production shares this
compulsion with previous modes of production [ ... ] carries it out, in a
manner more favourable to production.

(MECW. 34: 122)

It is only this particular relation to labour which converts money or com-
modity into capital [ ... ] Productive labour is only an abbreviation for
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the whole relation in which, and the manner in which, labour capacity
figures in the capitalist production process. It is however of the highest
importance to distinguish between this and other kinds of labour, since
this distinction brings out precisely the determinate form of labour on
which there depends the whole capitalist mode of production [ ... ]
Hence, in speaking of productive labour we are speaking of socially deter-
mined labour.

(MECW. 34: 131)

We should not forget that to be ‘socially’ determined means not belonging
to a community of origin, to be uprooted, isolated, individually abstract; also
divided, isolated by the ‘social’ division of labour in the factory; and, lastly, to
socialize one’s own alienated being in the market thanks to being also the
abstract possessor of some money, which is only good for consuming com-
modities of capital. ‘Socially determined (gesellschaftlich bestimmt)’ labour,
means labour subsumed by capital — even if it is not really subsumed. In this
‘social relationship’, productive labour has ‘a second determination: [ ... ]
for which the content of the labour is a matter of complete indifference and
which is independent of that content” (MECW. 34: 143).

Another way to objectively describe productive labour is by the fact that it
produces commodities, not only to create surplus value — although it is really
just the same with a different reference:

Itis however clear that in the same measure as capital subjugates to itself
the whole of production [ ... ] there will also develop more and more a
material difference between productive and unproductive labourers, in-
asmuch as the former, apart from minor exceptions, will exclusively pro-
duce commodities, while the latter, with minor exceptions, will perform
only personal services. Hence the former class will produce immediate,
material wealth consisting of commodities.

(pp. 16-17)

Capital is employed to subsume labour in order to produce commodities,
therefore it is productive labour. Income (profit, rent and even wages) can
be exchanged for labour, but in this case labour produces personal fringe
benefits: goods for personal use (unproductive labour). Smith has a series of
confusions because once again the difference is not clear for him. Marx
repeatedly mentions that ‘that neither the special kind of labour nor the
form of appearance of its product necessarily make it productive or unproduc-
tive (p. 20). The same kind of labour performed, say, by a tailor might be
productive if it produces commodities for capital, generating surplus value,
or unproductive if it produces a product for the possessor of an income —
objectifying a use value for direct consumption.”
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6.2 Polemics regarding productive labour
(MECW. 31: 29-130)

In this debate, Marx confronts four authors or problems. First, he discusses
the position of G. Garnier; second, he returns to the fundamental questions
concerning John Stuart Mill (1806-73), the son of James (1773-1836), who
wrote the Essays on Some Unsettled Questions of Political Economy (London,
1844); third, again, and for the second time, there are a few pages about
reproduction; and, finally, he confronts the thesis of Charles Ganilh (1758
1836), presented in La Théorie de l'économie politique (volumes I and II, Paris,
1815). In all of them, and with some other authors, Marx follows their reflec-
tions in order to clarify, by confrontation, the question of surplus value
related to productive labour, and, by its objectification, the issue of use value,
of constant capital, namely, reproduction.

In opposition to Smith, many authors consider as productive labour some
tasks which the Scotsman deemed unproductive. ‘Higher-level labourers’
(bureaucrats, military officers, etc.) defended themselves from their own ste-
rility; on the other hand, others that in the past were deemed as unproduc-
tive now were declared productive (such as traders and even landowners); as
for the economists, they ‘believed they were glorifying and justifying every
sphere of activity by demonstrating that it was linked with the production of
material wealth’ (p. 31).

Marx analyses the work of Garnier from pp. 31-97, although he also men-
tions other authors such as Sismondi, Ricardo, Petty, etc. From a Physiocratic
position, Garnier defines as productive any labour that ‘produces some use
value’ (p. 80). According to him, any labour that preserves use values is also pro-
ductive; that which saves labour for a productive labourer; for the entrepre-
neurs of State organizations, such as a bridge and road engineer, etc. On this
point Marx defends Smith, indicating that he does not deny that an unpro-
ductive labourer produces a product of some sort. ‘Otherwise he would not
be alabourer’ (p. 82). But Garnier has not understood that productive labour
is labour exchanged for capital, while unproductive labour is that exchanged for
revenue (p. 83). There are more criticisms, but they are obvious.

Charles D’Avenant (1656-1714), in his An Essay upon the Probable Methods of
Making a People Gainers in the Balance of Trade (London, 1699), from a mercanti-
list perspective, divides the English people into two classes: those who ‘increase
the wealth of the Kingdom, 2,675,000 heads’ (p. 32); and those who ‘decrease
the wealth of that Kingdom, 2,850,000 heads’ (pp. 32-3); the former are the
lords, barons, gentlemen, traders, etc.; the unproductive ones are sailors,
agriculturers, servants, labourers, because they sustain themselves by ‘working’,
but without producing any excess that would increase the wealth of the nation.
We must not think, nevertheless, that he is so naive, because in his work Dis-
courses on the Public Revenues (London, 1698) he asserts that neither gold nor
silver constitutes the wealth of a country, but ‘the natural or artificial product of
a country, what their land, or what their labour and industry produces’ (p. 34).
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John Stuart Mill is the object of a special treatment in extenso, not only
regarding the question of productive labour, but also of surplus value, profit
and the ‘production cost’ of constant capital (the question of reproduction).
On the one hand, he deems productive any labour intended to reproduce
the ‘labour capacity’ of productive labour, which is a false approach, or at
least not quite accurate. But the expression ‘to replace capital, is to replace
nothing but the wages of the labour employed’ (p. 36), sends Marx on a long
exposition that he himself admits is a ‘digression’ (p. 77) from the main sub-
ject, because ‘Mill does not distinguish surplus value from profit’ (p. 36).
Hence, he also does not distinguish the rate of surplus value from the rate of
profit. For the same reason, he cannot differentiate between ‘the [real] 8 pro-
duction cost of the article and the production cost to the capitalist, since he
does not pay a part of the production cost’ (p. 38). And so, Marx must return
again to the problem that had been worrying him: constant capital, that deter-
mines the rate of profit (for it indicates the relation between surplus value
and total cost) and, especially, the question of confusion between the
‘sources of revenue’ (wages and profit) and the ‘creative source of value’.
Mill makes a lot of ‘false manoeuvres’, all of which Marx analyses one by one,
advancing his reflections on the problem of reproduction (pp. 40ff.). The
question is formulated as follows:

Asrate of profit surplus value is not only calculated on that part of capital
which really increases and creates surplus value, namely, the part laid out
in wages, but also on the value of the raw materials and machinery whose
value only reappears in the product.

(p- 54)

A comparison of the two terms — surplus value and constant capital — can pro-
vide many possibilities; when the constant capital increases, surplus value
falls as the rate of profit, etc. Moreover, he analyses the case of a capital I and
a capital II — in the line of the reproduction schemes. He also studies the
impact of the ‘increase of the production cost of wages’; new possibilities
arise here, among which we find, for instance: ‘the rate of profit can rise
although the production costs of labour (wages) remain the same’ (p. 55).
Constant capital not only has an influence on the rate of profit:

How can a change in the value of constant capital retrospectively affect
the surplus value? For once surplus value is assumed as given, the ratio of
surplus to necessary labour is given, and therefore also the value of
wages, i.e. their production costs.

(p. 60)

This change in constant capital cannot have a direct influence over surplus
value, butindirectly it can, through the ‘production cost of the surplus value’
(p- 60); and thus ‘the rate of profit will fall because the production cost of the
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surplus value has risen for the capitalist, namely, he will have to spend [ ... ]
more in order to appropriate [if the constant capital had increased] the
same amount of other people’s labour time than before’ (p. 61). Marx still
talks about ‘cost of profit [that is equivalent] to the total cost of the capital
advanced in order to obtain this surplus value’ (p. 63), and expounds his
position, now with a definitive clarity regarding the difference between the
rate of profit (surplus value divided by constant capital and variable = s + C)
and the rate of the surplus value (surplus value divided by the variable capital
=s=+V) (pp. 70-4).

Marx ends with the affirmation that John S. Mill continuously gets con-
fused. He is not right in saying that ‘capital, strictly speaking, has no produc-
tive power. The only productive power is that of labour’ (p. 77), because
capital is what formally constitutes labour as ‘productive’; but, on the other
hand, Mill is right when he writes: the ‘productive power of capital can only
mean the quantity of real productive power which the capitalist, by means of
his capital, can command’ (p. 77).

Marx then returns, once again, to the reproduction issue. He is concerned
with this problematic and thus he exclaims when finishing these pages: ‘[ ... ]
so much for that’ (p. 94).

The question is now as follows:

The value of the product of the year’s labour is not the product of the
year’s labour. It also replaces the value of the past labour which was
objectified in the means of production. Therefore the part of the total
product which is = to this value is not only reproduction of past labour.

(p. 84)

Once again, Marx wants to indicate the difference in the total value of the
product or commodity, between that part which corresponds to an effect of
the ‘new added labour’ (Iabour paid with variable capital which creates sur-
plus value) and the part that only replaces value in the product as the repro-
duction of past objectified labour in the means of production. Subtracting
the part of value that represents constant capital in the value of the product,
what remains once the product has been sold is the income that can be used
for his particular consumption. The part of value that represents past labour
‘belongs to the process of production (or reproduction) and must be trans-
formed’ (p. 86) into means of production again, as ‘cost [of production or
reproduction] of the constant capital’ (p. 89).

On the other hand, Marx has imposed on himself a different problem: the
exchange between two capitals that produce means of production (always
starting from the scheme of reproduction). In this case, ‘they replace the
part of their product which does not consist of revenue and which therefore
cannot be exchanged for consumable products, in natura or by the exchange
of constant capital for capital’ (p. 93).

This allows him to deny the affirmation of G. Garnier, who believes that
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‘the whole capital is in the end always replaced by consumer’s revenue, since
a part of the capital can be replaced by capital and not by revenue’ (p. 94).
Ganilh falls into mercantilism when he argues that ‘wealth comes exclu-
sively from trade’ (p. 98). While it is true that ‘labour without exchange cre-
ates no bourgeois wealth’, it is not ‘the exchange itself that gives them their
magnitude of value. In exchange they appear as general social labour’ (p. 99).
Value does not result from the exchange, but only appears in it. But, in actu-
ality — as we have mentioned before — Marx is interested in another issue:

If [ ... ] according to Adam Smith, that labour is productive which is di-
rectly exchanged for capital, then we have to consider, apart from the
form, also the material components (stoffliche Bestandtheile) of the capital
which is exchanged for labour.

(p- 104)

These material components, which are essentially constant capital, have to
be preserved or reproduced as much as the labour capacity. The latter must
be included in the ‘production costs of wages’ (p. 110); the former presents
another problem:

As the constant capital grows, so also does the proportionate quantity of the total
labour which is engaged in its reproduction [ ... ] a relatively greater part of
the total labour employed is engaged in the reproduction of means of
production [ ... ] enters into the production costs without being individ-
ually consumed by anyone [ ... ] itis the product of labour [ ... ] but once
transformed into constant capital [ ... ] each subsequent product is the
product of this past labour and of present labour.

(pp. 113-14)

Later, Marx continues with a long confrontation — with others involved, such
as Jean-Baptiste Say (1767-1832), with his Traité d’économie politique (Paris,
1817), and Ricardo, with his doctrine of the net product — that we will not
follow step by step because what we have said is enough to understand
the text.

6.3 Towards the end of the polemic (MECW. 31: 130-203)

In this section we shall specifically discuss four questions: the whole problem-
atic of the exchange between revenue and capital; the debate with Francois
L.A. Ferrier (1777-1861), in his work Du gouvernment considéré dans ses
rapports avec le commerce (Paris, 1805); the origin of profit, by Count Antoine-
L.C. Destutt de Tracy (1754-1836) in his Eléments d’idéologie (Paris, 1826);*
and the social form of the economical phenomena in the Italian Pellegrino
Rossi (1787-1848) in his work Cours d’économie politique (Brussels, 1842). In
all these confrontations, Adam Smith is the reference, and frequently Marx
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defends Smith against his superficial detractors. Nevertheless, as in the fore-
going paragraphs, Marx returns to the question of the constant capital from
the problematic of productive labour: since the latter creates the value of
commodities, and these are measured by the sources of revenue (wages and
profit) when one wants to ‘distribute’ this income, the issue of the portion
needed to reproduce the constant capital appears once again. All the forego-
ing shall end up with the discussion of Quesnay.

First of all, Marx sets forth —and it is also an issue that worries him, because
the accumulation problem has to be discussed after relative surplus value
and, hence, all these confrontations on other matters postpone its analysis —
the difference between accumulation and reproduction:

The part of the revenue which is transformed into new capital [ ... ] it belongs
to the section on accumulation [ ... ] The revenue which is exchanged
with capital consumed in production, so that by means of this exchange
no new capital is formed, but old capital replaced — in a word, the old
capital is conserved.

(p- 130)

Marx is concerned with the question of the ‘total volume of the annual prod-
uct’, of which one part is consumed as revenue (expenses) and another is
replaced as constant capital (reproduction). And against the harmonizing
position of the eternal possibility of reproduction of capital — adopted to a
certain extent by Lenin because of his anti-populism and against Rosa
Luxemburg — Marx suggests the central question of a theory of crisis:

If consumable products are produced in proportions corresponding to
needs, which means also that the proportional amounts of social labour
required for their production are proportionately distributed which of
course is never exactly the case, there being constant deviations, dispro-
portions, which as such are adjusted; but in such a way that the contin-
uous movement towards adjustment itself presupposes continuous
disproportion [ ... ]

(p- 131)

Marx knows too well that the production of surplus value means a loss of
money to the labourer (wages are lower than the produced value); namely,
there is a loss of purchasing power. Certainly, the waste of revenue that corre-
sponds to the capitalist’s surplus value compensates in part the insufficiency
of the market to purchase the surplus production, but, at any rate, crisis is
essential for the same structure of valorization, and reproduction never
appears without disproportions (in the peripheral countries these dispropor-
tions are structural and enormous when the ‘central’ capital is in crisis, as
nowadays; this constitutes a new conjunctural problem to the ‘dependency
issue’).
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Marx reflects on how within competition the ‘necessary time’ for the repro-
duction of the labour capacity declines tendentially, but also the ‘necessary
social time’ for the production of the value of commodities; this leads to
lower prices in the competition with other capitals or branches. The ‘produc-
tion cost’ (subjective and objective) is reduced. For the first time, he men-
tions ‘supply’ and ‘demand’ (p. 133).

There are, then, three possibilities of exchange: ‘exchange of revenue for
revenue, exchange of revenue for capital, or finally, exchange of capital for
capital’ (p. 151). Marx only proposes to analyse these possible exchanges
between a capital A (that produces consumer goods) and another B (that
produces means of production). In the first case, exchange of revenue for
revenue, capitals A and B exchange goods that are devoted to ‘satisfy some-
one else’s needs’ (individual consumption) and that include wages and
profit of someone else’s capital.

The exchange between revenue and capital, on the other hand, is more
complex. Marx deals with each of the possibilities (from pp. 134ff.). A por-
tion of the product (e.g. factory) might be used by the same producer (reve-
nue then); another portion might be exchanged in kind for products for
individual consumption (revenue also), ‘but regarding the rest of his prod-
uct’ itis divided into ‘parts’: one partis exchanged with the capital B that pro-
duces means of production (constant capital; revenue for capital), that will
be ‘industrially consumed’ in the production process. Marx continues ana-
lysing all possible exchanges:

If we look at the relation from both sides, then A exchanges his constant
capital for B’s revenue, and B exchanges his revenue for A’s constant
capital. B’s revenue replaces A’s constant capital, and A’s constant capi-
tal replaces B’s revenue.

(p. 137)

Marx is interested in the question of the reproduction of constant capital.
‘First, the raw materials. [ ... ] secondly, the fixed capital. [ ... ] In the third
place, instrumental materials [ ... ]’ (pp. 144-6). The reproduction issue is
always present:

The producers of inconsumable products are the producers of constant
capital for the producers of consumable products. But at the same time
their products serve them reciprocally as elements or factors of their own
constant capital. That is to say, they consume each other’s products
industrially.

(p. 147)

We notice then that in reality Marx is developing subjects of the future Book
II of Capital, with a greater effort than in the Grundrisse.
Marx continues his discourse by attacking Ferrier. He criticizes him by
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saying that besides revenue (profit) and wages, there is in the annual total
product, past objectified labour in constant capital (pp. 152ff.). Likewise, he
mentions that it would be worthless to have value (money), part of the realized
profit (unpaid labour), to buy more labour, if there were no available labour:

Adam Smith knows, however, that an increasing quantity of labour will
be available. Partly [due to] the annual increase quantity of population
(though this is supposed to be provided for in the old wages), partly un-
employed paupers, or half-employed labourers, etc. Then the large
numbers of unproductive labourers, part of whom can be transformed
into productive labourers by a different way of using the surplus produ.ce.
(pp- 155-6)

The popular ‘masses’ remain in the relative exteriority of capital, because if
they are available that means that capital has destroyed precisely the capacity
to reproduce their life outside capital. That is, capital has dissolved the
ancient mode of production and life, and has transformed them into ‘avail-
able’: paupers. They are not really subsumed by capital, but they are not in
absolute exteriority (as the socialist or pre-capitalist mode of production
might be).

Marx ends with the re-reading of some of Smith’s text, always related to the
question of productive labour and reproduction. We shall not mention the
few lines devoted to the work of count James de Lauderdale (1759-1839), An
inquiry into the nature and origin of public wealth (London, 1804), nor those of
Jean B. Say. On the contrary, several pages are devoted to Destutt de Tracy,
but without giving much importance to his doctrine about the ‘classe oisive
(idle)’ (landowners and bankers), ‘industrial capitalists’ (those who produce
wealth), and the class of ‘productive labourers’, who in reality do not pro-
duce wealth, profit, and from whom the capitalists ‘recover their wages’ (the
doctrine of the ‘recovery of wages’). In any case, he does not suspect what
can be ‘the source (Quelle) of profit’ (p. 172). In fact, he mentions something
about profit ‘distribution’ or the ‘reflux’ of money, but nothing about
‘whence this total profit comes’ (p. 175).

And returning to the polemic about Smith, Marx mentions pertinent
insights about production and consumption:

The labourer’s consumption on the average is only equal to his produc-
tion costs, it is not equal to his output. He therefore produces the whole
surplus for others, and so this whole part of his production is production for
others. Moreover, the industrial capitalist who drives the labourer to this
overproduction [ ... ] directly appropriates the surplus product for himself
[ ... ] Over against this overproduction on one side must be placed
overconsumption on the other, production for the sake of production
must be confronted by consumption for the sake of consumption [ ... ]
Production and consumption are in their nature inseparable, [ ... ] their
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unity is restored through their opposition — that if A must produce for B,
B must consume for A [ ... ] on the one side, production for production,
therefore on the other side consumption of foreign production.

(pp. 179-81)

At the international level, the consumerism of the central countries is the
counterpart of the poverty of peripheral countries. The labourer’s surplus
production (unpaid surplus labour) is loss of consumption for him; that is,
the surplus appropriation of the capitalist leads him to the unnecessary over-
consumption (when exchanging revenue for unproductive labour and
luxury). The poverty of the poor is the luxury over-consumption of the rich.

In the comments about Henri Storch (1776-1835), referring to his Cours
déconomie politique (Paris, 1823), Marx has the opportunity to develop some
lines of his thoughts about ‘spiritual (geistig) production’ (p. 182)°. For the
first time since the beginning of Grundrisse or the Contribution (1859),
Marx dedicates four pages to this ideological matter. The question of
‘spiritual production’ or ‘a superstructure (Superstructur) of ideological
strata (ideologischer Stinde)’ (p. 184) — this is the only time I have found this
denomination — always has to be situated in a determinate articulation of
society in its definite historical form and always in reference to ‘a determi-
nate relationship between human being and nature’, this is, in relation to the
‘material production’ (p. 182). Then we find, again, the 1854 thesis of The
German Ideology:

Because Storch does not conceive material production itself historically
because he conceives it as production of material goods in general, not
as a definite historically developed and specific form of this production —
he deprives himself of the basis on which alone can be understood partly
the ideological component parts of the ruling class, partly the free
spiritual production (freie geistige Produktion) of this particular social
formation.

(p. 182)

We cannot comment here on these pages of great value for the sociology of
knowledge. We just wish to set forth the importance attributed by Marx to
‘free’ spiritual production. Furthermore, we must relate this concept to ‘free
time’, and the ‘realm of freedom’, both in the Grundrisse and in Capital,
which as art, poetry and other activities: ‘spiritual labour’, so far from subse-
quent vulgar materialism. At the time of the ‘still revolutionary bourgeoisie’
(p. 197) of Smith, spiritual labour was unproductive, but later it was deemed
a useful ally:

The contradictions in material production make necessary a superstruc-
ture of ideological strata, whose activity —whether good or bad —is good,
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because itis necessary [ ... ] all the functions are in the service of the capi-
talist, and work out to his benefit.
(p. 184)

Nassau W. Senior (1790-1864), the work of whom, Principes foundamentaux de
Uéconomie politique (Paris, 1836), Marx analysed in French, does not say any-
thing new, with the exception of ‘productive consumption’ or ‘unproductive
consumption’. But Marx shows that in the end both of these are the same,
because ‘consumption would be productive if it employed labour that either
reproduced labour capacity itself [ ... ] or reproduced the value of the com-
modities with which it was bought’ (p. 189); in other words, what Smith calls
‘productive or industrial consumption’ (p. 189) (because labour is con-
sumed productively when it is productive).

When explaining the insight of P. Rossi, Marx arrives at a new formulation
of the issue of surplus value:

As all capitalist production rests on the direct purchase of labour in or-
der to appropriate a part of it without purchasein the process production;
which part however is sold in the product.

(p- 190)

Rossi falls into obvious errors. There is no difference between the capitalist
‘mode of production’ and the prior ones; material and formal production
are identified (‘a social mode of production’) (p. 192).

This Notebook IX ends — because very little can be commented on the
Malthusian Chalmers (1780-1847) or on Jacques Necker (1732-1804) — if
one considers Smith in a positive way, as we have said, as the exponent of ‘a
still revolutionary bourgeoisie’, that makes him a violent critic of the totality
of the old ‘ideological castes’; and because they must be considered as the
‘faux frais of production’, they should be reduced to a minimum. However,
shortly after, when ‘the bourgeoisie [ ... ] takes over the State [it] tries to jus-
tify economically from its own stand point what at an earlier stage it had criti-
cized and fought against’ (pp. 197-8).

I shall make two final remarks. First of all, Marx states that what the form of
hoarding was for money is now the accumulation of capital, butunderits ‘real
form: reproduction’ (p. 199). To Marx, though not for Quesnay as we shall
see, reproduction is fundamentally performed at the material level of the
constant capital, of the use value of capital, but while it formally ‘produces
money’:

This distinction is founded on the nature of bourgeois production itself,
since wealth is not the equivalent of use value, but only the commodity is
wealth use value as bearer of exchange value, as money.

(p- 200)
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6.4 Quesnay’s Tableau Economique (MECW. 31: 204-50)

Notebook X begins on p. 422 of the manuscript with the diagram of repro-
duction of the great Physiocrats that, although it is called a ‘digression’ (p.
204), it is intended in reality to order some ideas on this subject that have
appeared so many times in the question of the productive labour: the repro-
duction of the capital. It is striking that in the Grundrisse, after having discov-
ered the category of surplus value, and after discussing the Physiocrats and
Smith, as here, Marx refers equally to ‘productive labour’ (Marx 1973, pp.
328ff.), and of labour, profit and rent. Shortly afterwards, having already
treated labour, Marx wonders:

What about the other two parts of capital, which are realized in the mate-
rial of labour and the instrument of labour?
(Marx 1973: 324)

Marx immediately raises the issue of the ‘components of the production costs’,
which cannot be equivalent only to wages and profit, and presents the exam-
ple from which, once developed, the diagrams of reproduction shall appear
(50 for cotton, 40 for wages, 10 for instruments, 40 of profit = 140 thalers).
Because labour only produces 80 (40 in the necessary time and 40 as surplus
time), how are the 60 remaining thalers of the ‘means of production’ recov-
ered if labour does not reproduce them? ‘Old’ values are conserved by labour
but are not produced by it (Marx 1973, pp. 354-8). And from there until the
first diagram of reproduction, with five terms, Marx keeps treating the subject
interruptedly — without an adequate solution to the problem of reproduction,
but he does have an answer for the discovery of constant capital.’

Only in these Manuscripts of 1861-63 is the solution found. We have
already seen it in sections 5.3, 6.2 and 6.3.” Afterwards come the commentar-
ies regarding Quesnay’s Tableau, and when treating the problem of ‘accumu-
lation’, Marx leaves as testimony the best ‘schemes of reproduction’ in
Notebook XXIL® In a third period (taking the Grundrisse and these Manu-
seripts as the two prior periods) the Manuscripts of 1863-65, in which he must
have dealt with the question, should be considered.’ The fourth and defini-
tive period consists of Manuscript II (1865—70) and VIII (1877-8), which
Engels would later use for chapters 20 and 21 of the third section of Book II
of Capital. We shall analyse this subject later.

In all this analysis, Marx departs from the constituted ‘value of the prod-
uct’ and analyses its ‘components’ (the ‘part’ of wages, of profit, and the
‘part’ that reproduces constant capital). Now, instead, he describes — continu-
ously correcting Quesnay — some social relationships of production, but not
only with the Physiocrats’ ‘classes’, but, moreover — and this is essential — he
describes the fundamental relationship: between ‘capitalist and labourer’
(MECW. 31, p. 212). Because the subject is clearly expressed by Marx, our
commentary can be very brief.
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Figure 6.1 Relationships of circulation in Marx’s commentary.

First of all, Marx analyses the relationship between farmer and landlord (a
and bin Figure 6.1). In this relationship, as in the rest, Marx dislocates (puts in
another place) his reflection. He begins with the realm of circulation of
money (merely formal), to continuously make reference to the level of circula-
tion of commodities and the reproduction of use value (realor materiallevel of cir-
culation as a process of reproduction of value):

The one metamorphosis of the commodity, its retransformation (Riick-
verwandlung) from money into commodity, thus in this case expresses at
the same time the beginning of its real (wirklich), not merely formal, meta-
morphosis — the beginning of its retransformation into its own produc-
tion elements; in this transaction there is at the same time

metamorphosis of the capital.
(p. 226)

For that reason, the relationship between farmer (¥in Marx) and landlord
(Pin Marx), indicated with arrow «, is not identical to the inverse relation-
ship, indicated with arrow b:

The constant flowing back (Riickstrom) of the money to its starting point
expresses here not only the formal conversion or money into
commodity and commodity into money [ ... ] but at the same time the
continuous reproduction of the commodity by the same producer.

(p. 208)
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Indeed, the farmer-landlord relationship () is a capital-revenue relation
(M-C-M ;" while the landowner—tenant relationship (#) is one of con-
sumer—capital (C-M-C)."

The relationship that Quesnay does not discuss, but which Marx cannot
but indicate, since it is essential for him, is established between the industrial
capitalist (‘sterile’ for Quesnay) and the labourer (arrows ¢ and d of Figure
6.1). The capitalist-labourer (arrow ¢) relationship is simply the purchase of
the ‘labour’ commodity — although only the ‘labour capacity’ is paid.'”* Of
course, the unequal relationship is hidden, otherwise ‘the economic justifi-
cation (Rechifertigung) of surplus value’ would be spoiled (p. 212). It would
be worthwhile to popularize the ‘parable of the labourer that sells his labour’
(pp- 213-18) among the bases of the Latin American labourer and peasant
movement.

The labourer—capitalist relationship (arrow d of Figure 6.1) is the so-called
‘small circulation’,'® and is not difficult to understand.

‘So back to Quesnay,” exclaims Marx (p. 225), because the French Physio-
crat missed the prior relationships (capitalist-labourer), as was logical. Then
there are two relationships left: the one between the landlord (P) and the
industrial capitalist (S), and the latter with the farmer (F). The relationships
between P and S are those of consumer to capital (arrow f of Figure 6.1 indi-
cates the sale (in Figure 1.1 it would be C2 — M2, in the syllogism M1-C1-
C2-M2) and g the purchase (in Figure 1.1 it would be M2 — C2, in the syllo-
gism C1-M1-M2-C2). The capitalist (S) exchanges capital for revenue and
obtains profit; the landowner (P) exchanges income for capital and does not
receive any profit, but only consumes.

The relationship between the farmer (F) and the industrial capitalist (S) is
a capital—capital type of relationship, where one buys raw materials and the
other machines (it is barter by kind). Circulation of money is formally much
more complex: it multiplies the relationships, but the real or material sub-
stance is the circulation of commodities.

In this way, the confrontation with Adam Smith, which had started in
Notebook VI (MECW. 30: 376) and of whom Marx says that ‘in fact only took
over the inheritance of the Physiocrats and classified and specified more pre-
cisely the separate items in the inventory’ (MECW. 31: 240), ends. With this
confrontation, instead, Marx has advanced in the theoretical precision of
one of fundamental categories of these years: ‘cost of production’, in rela-
tion to the problem of ‘reproduction’ — paradoxically, these are questions of
the future Book II of Capital, and part of Book IIL,"* and not of Book I, as it
would be logical to suppose.

Although this is not the right place, because the text is of a much superior
grade of theoretical development, we must now refer to the most developed
diagrams of reproduction ever sketched by Marx. They are located in Note-
books XXII (MECW. 34: 238-40) and XXIII (MECW. 34: 288), and in a letter
to Engels dated 6 July 1863 (MECW. 41: 483-7; Figure 6.1 is in MECW. 34:
240), a time at which Marx was writing about accumulation. He organizes the
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Con. cap = constant capital; Var. cap. = variable capital.

Figure 6.2 Economic table of the reproduction process as a whole.

explanation (Figure 6.2) of the problem of reproduction confronting two
capitals: class I (means of consumption) and class Il (means of production),
and the sum of both (in /II). Marx wishes to indicate how capitals are
exchanged among them: consumer goods of category I (as they are called in
the letter to Engels) are purchased by the one that produces means of
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production (category II); while I buys constant capital from /I (see a summary
of the example in MECW. 34: 241-2). In this way, Marx demonstrates that
the means of production, fixed capital, ‘passes’ over to the value of product
(400 in class Iand 533Ys in II); although it adds value to the product, how-
ever, it does not create value. Only variable capital produces new value (200
in I and 266% in II), this capital is reproduced in the accumulation of the
realized value of the product and previously objectified in it by living labour.



7 The theory of rent

Notebooks X—XII, pp. 445—636;
from June to August of 1862
(MECW. 31: 250-578)

Itis no longer a question of explaining how it comes about that the price
of a commodity yields rent as well as profit, thus apparently (scheinbar)
evading the general law of value (Gesetz der Werthe) and by raising its price
above its intrinsic surplus value, carrying more than the general rate of profit
for a given capital. The question is why, in the process of equalization of
commodities at average prices, this particular commodity does not have
to pass on to other commodities so much of its intrinsic surplus value that
it only yields the average profit (Druchschnittsprofit), but is able to realize a
portion of its own surplus value which forms an excess over and above av-
erage profit; so that it is possible for a farmer [ ... ] the private ownership of
land, mines, water, etc. by certain people, which enables them to snatch,
intercept and seize the excess surplus value over above profit (average profit
the rate of profit determined by the general rate of profit).

(p. 271)

First of all, we will comment on why Marx was interested in the subject of
rent. It was precisely a matter of explaining a ‘phenomenon’ (on the superfi-
cial level) that, according to many, annulled the law of value.' Thus, Marx
wrote to Engels in a letter dated 9 August 1862:

All T have to prove theoretically is the possibility of absolute rent,
without infringing the law of value. This is the point round which the
theoretical controversy has revolved from the time of the Physiocrats
until the present day. Ricardo denies that possibility; I maintain it. I like-
wise maintain that his denial rests on a theoretically false dogma
deriving from A. Smith — the supposed identity of cost prices and values
of commodities.

(MECW. 41: 403)*

In this case, Marx is interested in defending the ‘law of value’ because what
matters is the labour objectified in value, living labour: the human being itself.
Itis a fundamental ethical question. Not even rent is an exception to the law
of value that everything (surplus value, value, price and profit) is ultimately
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founded on Auman living labour. His inalienable dignity is still the rule.
Hence, it was important to derive rent from surplus value, and to build the
necessary categories to establish the mediations in order to explain this
‘phenomenon’. Absolute rent by itself would not deserve such an extended
treatment, because historically it ‘can disappear’ (p. 326) when the organic
composition of capital in agriculture is equal to that of non-agricultural
industry. However, it is a good example, as Marx mentions in a letter to
Engels dated 2 August 1862 (MECW. 41: 394), to ‘illustrate’ the theory of sur-
plus value, which is the matter in question —now from the perspective of com-
petition and of monopoly.

On the other hand, this is the beginning of the confrontation with
Ricardo. Finally, with Smith, Marx had approached the whole problematic of
reproduction, from production, at the material level, in the relationship of
capital—capital. Rent, instead, is a third source of revenue (a capital-revenue
relationship), and thus the ‘production cost’ problematic is abandoned to
advance to a more superficiallevel, namely, the sphere of circulation, of ‘aver-
age profit’, ‘production cost’. Now we shall go from the question of rent in
Rodbertus and the ‘Ricardian law’ (sections 7.1 and 7.2), to the question of
the ‘cost price’ (7.3), to end with the problem of rent in Ricardo (7.4) and
Smith (7.5) — Marx’s continuous interlocutors.

This is the central moment of all the Manuscripts of 1861-63. Thanks to
Johann Rodbertus (1805-75) (the German Ricardian socialist whose Soziale
Briefe an von Kirchmann, Dritter Brief (Berlin, 1851) Marx confronts here), as
well as thanks to Proudhon and his theory of money, Marx was able to build
his theory of value. Now the assiduous scholar in London can, in the middle
of anguish and real misery, discover his theory of ‘average profit’ and the
‘price of production’ starting from rent.

7.1 Formulation of a theory of rent through a critical
confrontation with Rodbertus (MECW. 31: 250-344)

Asin the beginning of Grundrisse, where he confronts Proudhon, Marx starts
‘to warm up the machine’; with comings and goings without a fixed destiny.
He then ‘enters’ into the question of wages (pp. 250ff.), using categories
such as ‘average wages’ and ‘average price’. In agriculture, wages would be
lower than in industry — the same as Austria in relation to England. Here
Marx raises a deep question: it is not about discovering differential rent by
the diverse fertility of the land, but by something deeper and based in labour.

Quite apart from the variation in rent according to the fertility of the
land, rent as such [ ... ] would already be possible, it could exist, because
the average wage of the agricultural labourer is below that of the indus-
trial worker.

(p. 252)
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To speak of ‘possibility™ is to look for the essence, the fundament (Grund) of
rent. Just as relative surplus value could be understood from the increase of
productive force of capital — and thus eluding the question of being, as abso-
lute surplus value, non-paid labour — in the same way, Marx had to define as
‘absolute’ rent, in its possibility, in general, rent as surplus value (non-paid
labour), in order to discover subsequent differences of rent based on higher
productivity and other ‘natural’ characteristics of the land (differential
rent). His first, provisional, solution is then the following:

Here then we already have the possibility (Moglichkeit) rent since, in fact,
the agricultural labourer’s wage does not = the average wage. This is rent
would be feasible quite independent of the price of the product, which is
= to its value.

(p. 252)

For now the argument is incomplete. But we can immediately see the effect
that the reading of Rodbertus had on Marx, which suggested to him —
although with mistakes — the solution of the problem, accomplished here for
the first time in his life:

Mr Rodbertus seems to think that competition ( Concurrenz) brings about
a normal profit, or average profit (Durchschnitisprofit) [Marx names this
concept for the first time in his theoretical life and with consciousness of
building a category].

(p. 260)

We enter then into another universe, another ‘phenomenological’ level. We
have left behind the nine first Notebooks and have entered into the level of
the future Book III of Capital: ‘competition’ as the level of abstraction within
which many of the essential categories of Marx’s thought will be built for the
Serst time. ‘Competition’ was the second part of Marx’s programme, in the
treatment of capital ‘in general’." ‘Competition’ is the movement of the
totality of capital within which prices are levelled, equalized (ausgleichen means
to level, make equal), and so, an ‘average level (Durchschnitisniveau)’ is pro-
duced in all branches of production. Located (thanks to Rodbertus) at this
exact level, Marx moves to a creative discourse that reminds us of that moment
in Grundrisse that led him to the discovery of surplus value.” Marx has left
behind the question of ‘average wages’ with which he started and uses
Rodbertus’ suggestion that the ‘price of commodity A rises above its value’
(p- 260). It does not matter if Marx rejects the argument of his compatriot,
the truth is that he has found the ‘problem’ well situated. For this reason,
Rodbertus deserves a place in history (like Proudhon with the question of
money).

First of all, Marx rejects the idea that ‘average priceis equal to the value; the
average profit in a particular sphere therefore also [is equal to] the general
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rate of profit’ (p. 262), because ‘average price’ might be different from
‘value’ (and also ‘average profit’ and ‘surplus value’), and the ‘average rate
of profit’ of a branch or sphere of production may not coincide with the
‘general average rate of profit’ of all branches.

All this is understood now from ‘competition’ — the ontological level of

’.6

construction of the ‘world of commodities’:

Competition among capitals thus seeks to treat every capital (Gesamt-
capital) as a share of the total capital and correspondingly to regulate its
participation in surplus value and hence also in profit. Competition plus
ou moins succeeds in this by means of'its equalizations (Ausgleichungen) [ ... ]
Competition achieves this equalization by regulating average prices.
These average prices themselves, however, are either above or below the
value of the commodity so that no commodity yields a higher rate of
profit than any other. It is therefore wrong to say that competition
among capitals brings about a general rate of profit by equalizing the
price of commodities to their values. On the contrary, it does so by
converting the values of the commodities into average prices, in which a
part of surplus value is transferred from one commodity to another.

(p. 264)”

However, Marx imagines a sphere of production where there is an impedi-
ment to ‘competition’ (p. 264). And because of this reason, the ‘average
price’ — which in this case would be under its value — is not respected and
increases until it is equal to the immanent value (this terminology, of a
‘Rodbertian’ influence, is new in Marx, it shows a denominative ‘indecision’:
a creative moment in Marx’s categorial discourse).

There could be three cases: one in which ‘average price’ is superior to the
‘immanent value’; one in which it is inferior, and one in which itis equal. The
case of absolute rent is analogous to the second, in which ‘its intrinsic surplus
value (immanenter Mehrwert) is higher than the surplus value realized in its
average price’ (p. 270). Let us now reread carefully the text placed at the
beginning of this Chapter 7.

There are still two questions left to explain: why is the value of the agricul-
tural product greater than the industrial product? And how is it possible for
the agricultural capitalist to realize the excess over the ‘general average
profit’ in order to recover all his surplus value, without transferring it to
other commodities or branches (see Figure 7.1)?

As for the first issue, Marx has now to prove the opposite of the way he
started. If agricultural wages are lower, but have the same organic composi-
tion, the product has less value (and then rent could be extracted). Now,
Marx contends that in agriculture there is a ‘lower organic composition of
capital’, and therefore agricultural products have a higher value than indus-
trial products produced under the same conditions (except for its organic
composition):
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Explanation: numbers (1), (2), etc., indicate hypothetical amounts of value, with a
purely pedagogical purpose. We have respected Marx’s names for the time being,
without anticipating further precisions, and without clarifying his ambiguities.

Figure 7.1 Absolute rent: surplus profit realized over average profit.

One has to prove [Marx writes consciously, about a problem that has not
yet been resolved] that agriculture belongs to those particular spheres of
production whose commodities values are above their average price, | ... ]
This point appears® certain to apply to agriculture on an average, be-
cause manual labour is still relatively dominant in it and is characteristic
of the bourgeois mode of production to develop manufacture more rap-
idly than agriculture. This is, however, a historical difference which can

disappear.

(p. 326)

Marx answers the second issue stating that ‘the private ownership of land,
mines, water, etc. by certain people ... enables them to snatch, intercept and
seize the excess surplus value over and above profit (average profit)” (p. 271).
However, it is the farmer or agricultural capitalist who must accomplish ‘the
excess of their price over their production costs’ (p. 274),” and who imposes this
price thanks to a suspension of competition by means of monopoly — founded,

of course, on the private property of land:

So the monopoly of landownership enables the landed proprietor to
squeeze that part of surplus labour from the capitalist which would form
a constant excess profit, but those who derive rent from monopoly are mis-
taken when they imagine that monopoly enables the landed proprietor
to force the price of the commodity above its average price; to sell the commod-

ity not above, but at its value.

(pp- 326-7)

The essential question was then to justify the existence of absolute rent. This
is necessary because capital demands before itself the existence of the poor;'’
namely, to confront the labourer ‘as someone else’s property, and make him
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into a wage labourer’ (p. 278). Capital needs to snatch from peasants their
traditional means of survival (and ‘land’ is the basis for their subsistence):

Its only requirement is that land should not be common property, that it
should confront the working class as condition of production, not belong-
ing to it.

(p. 278)

For the industrial capitalist, the landlord is then an additional necessity as
the enforcer of the non-possession by living labour of its means of subsis-
tence. It is clear that the ‘radical bourgeois’ would like to eliminate it and
grant property of land to the State, but does not do so because it would be
dangerous for ‘the other form’ of property (p. 278)." This is a capitalistic way
to justify absolute rent. As for differential rent due to the diverse fertility of
the land, Ricardo seemed to be right, but was essentially wrong regarding its
foundation:

Modified in this way, the proposition is correct. It explains the existence of
rent, whereas Ricardo only explains the existence of different rents and actu-
ally does not credit the ownership of land with any economic eftect.

(p. 327)"

Other issues discussed in the text can be read without any difficulty of
interpretation.

Marx indicates, as a methodological suggestion, that Rodbertus intuitively
‘surmises (ahnt)’ the difference between surplus value and its special forms,
but in the question of rent ‘he misses the point because, right from the
beginning, he is concerned with the explanation of a particularphenomenon
(Phinomen) (ground rent) and not [with] the establishment of a general law’
(p- 296). Namely, ‘intuition’ comes before concept; the ‘forms of appearance’
are phenomena, but it is necessary to discover the ‘essence’, the general law,
by another form of manifestation: absolute rent (phenomenon) from sur-
plus value (essence).

7.2 Methodological digression

We wish to step ahead from Marx’s own diachronic historical discourse in
order to allow the reader of Manuscripts of 1861—63an accurate, precise, clear
epistemological attention. Usually, no importance is given to the ‘name’
(denomination) of categories, and this is a mistake made even by the editors
of MEGATI, 3 (who in the index to Volume 7 sometimes mislead the readers
with their references). Maybe the best example of this is the category whose
‘concept’ or ‘semantic content’ is the value expressed in the sum of ‘pro-
duction costs’ or ‘cost price’ (the component parts of the constant capital
plus variable capital) and average profit. In Capital it will be called ‘price of
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Figure 7.2 Possible relations among some new categories.

production’ (Productionspreiss in these Manuscripts).'> Marx hesitated, how-
ever; he was unsure for a long time about of the ‘names’ of his categories.
This is not a terminological question, but a semantic problem. In fact, at the
beginning he has no ‘conceptual clarity’, namely, he has not yet clearly sepa-
rated the noetic content, and thus has still not decided what ‘name’ to adopt
for each moment of the ‘concept’ or precise (from preciderein Latin: to distin-
guish, cut, sever) category. When the final term or word names a clearly spec-
ified concept, only at this moment, a category has finally been constructed.
In fact, ‘price of production’ appears for the first time in Notebook XV (our
Chapter 10), explicitly separated from ‘cost price’ (arrow 5 of Figure 7.2):

Profit — and therefore the difference between price of production and
cost price —appears to him as a surplus over the cost price only as regards his
own commodity.

(MECW. 33: 37)"

Only at this moment is ‘price of production’ distinguished precisely from ‘pro-
duction cost’. Furthermore, names of new categories appear, such as ‘market
value’, ‘market price’, in addition to the already analysed ‘average profit’.

The denomination ‘production cost’ has been discussed from the begin-
ning of these Manuscripts. The passage (arrow 4) to ‘cost price’ is performed
now only in Notebook XI (MECW. 31: 402),'® although its concept has been
enunciated some time before:

Here the average price—i.e. that [formed] by the production cost + the av-
erage profit — coincides with the market price of the product.
(MECW. 31: 373)
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In light of such ‘epistemological attention’, we shall see the new categories
which appear in these pages:

In competition there are two distinct movements towards equalization.
Capitals within the same sphere of production equalize the prices of the
commodities produced within this sphere to the same market price [ ... |
The average market price value should equal the value of the commodity,
[were] it not for the equalization between different spheres of produc-
tion. As between these different spheres, competition equalizes the val-
ues to the average prices, in so far as the reciprocal interaction of the
capitals is not hampered by a third element — landownership, etc.
(MECW. 31: 356)

As one can see, the new category ‘market price’ —which appeared for the first
time long before'® — is slowly being distinguished from the much broader
concept of ‘average price’'” at a more superficial level, as a more concrete
price, and within the same branch. He has notyet clearly discovered the con-
cept of ‘market value’ , but a few pages later we see it differentiated:

This common value is the market value of these commodities, the value at
which they appear on the market. Expressed in money, this market value
is the market price [ ... ] The actual market price is now above, now below
this market value and coincides with it only by chance [ ... ] it can be said
that the average of the actual market price is the market pricewhich repre-
sents the market value.

(MECW. 31: 429)

So then, the fundamental relation of ‘market value’ with respect to ‘market
price’ (arrow 6 of Figure 7.2) is one of many possibilities among these newly
constructed categories. We have thus indicated only a few of the new catego-
ries in order to assist with the reading. Let as now return to our commentary.

7.3 The ‘Ricardian law of rent’ and its history
(MECW. 31: 344-86)

Marx starts by confronting James Anderson’s (pp. 3441f.) theory, especially
in his work Essays relating to agricultural and rural affairs (Volumes I to III,
Edinburgh, 1775-96), but also considers other works regarding the corn
crisis. Our philosopher and economist comments:

With a correct conception of rent, the first point to arise was of course that it
does not originate from the land but from the product of agriculture, that is,
from labour, from the price of the product of labour [ ... ] from the value of the
agricultural product, from the labour applied to the land, not from the land.
(p. 372)
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Marx says that ‘what Anderson calls value of the whole produceis evidently noth-
ing other than his conception of the market price at which the product is
sold’ (p. 373). And he concludes:

With Anderson, rent = the excess of the market price of the product over
its average price.
(p. 373)

In one of his terms (‘market price’), Marx already has more clarity than in his
initial descriptions — see in section 7.1 concepts such as ‘immanent value’ in
relation to ‘average price’ — however, there is still an ambiguous ‘average
price’ (which later on shall be ‘price of production’).

If Marx has a positive judgement of Anderson, in contrast he is too nega-
tive, too harsh toward Thomas Robert Malthus, in this case towards his book
An inquiry into the nature and progress of rent (London, 1815). Marx compared
Malthus to Ricardo, who according to Marx was serious, scientific and
honest, in a famous epistemological passage:

When a man seeks to accommodatescience to a viewpoint which is derived
not from science itself (however erroneous it may be) but from outside,
from alien, external interests, then I call him base’.

(p- 349)

There are four excellent pages (pp. 346-50) which show his disgust with Mal-
thus and his great respect for Ricardo.

A confrontation with Wilhelm G.F. Roscher (1817-94), in his Grundlage
der Nationalokonomie (Stuttgart, 1858), allows Marx to raise the point that, in
many cases, theories are appearances under which ‘[ ... an] interest struggle
(Interessenkampf)’ hides under their surface (p. 351). Marx is very much
aware of the identification of a scholar with a class faction: Malthus or
Roscher with the landlords’ oligarchy; Ricardo with industrial capitalism. If
he had to choose, Marx would favour the latter.

Once again Marx criticizes Rodbertus and shows that in fact he has not
understood Ricardo. The latter thus defined rent:

Rentis that portion of the produce of the earth which is paid to the land-
lord for the use of the original and indestructible powers of the soil [ ... ]
When, in the progress of society, land of the second degree of fertility is
taken into cultivation, rent immediately commences on that of the first
quality, and the amount of that rent will depend on the difference in the
quality of these two portions of land.

(Ricardo 1984: 33-5)

And Marx objects:
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Ricardo abstracts from the question of absoluterent which he denies on theo-
retical grounds because he starts out from the false assumption that ifthe
value of commodities is determined by labour time, the average prices of
commodities must equal their values (which is why he comes to the wrong
practical conclusion), that [ ... | If values of commodities and average prices
of commodities were identical then absolute rent [ ... ] If, on the other
hand, one knows that average prices and values are not identical, that
the average price of a commodity may be either = to its value or > or <,
then the question, the problem itself, disappears and with it also the
hypotheses for its solution.

(pp- 358-60)

‘Average price’ is here what he later calls ‘price of production’, and for the
time being, ‘cost price’ (ifitincludes ‘average profit’); but it can also be ‘mar-
ket price’ (if it includes rent). Thus it is an ambiguous concept which shows
Marx elaborating or constructing historically, genetically, progressively.
When a few pages later he once again criticizes the German pre-industrial
Pomeranian (Rodbertus), who is not able to understand Smith or Ricardo
because ‘Ricardo’s whole conception is only appropriate to the presupposi-
tion that the capitalist mode of production is the predominant one’ (p. 382),
we also understand Roscher’s position when he writes that ‘nature as
such has value’ (p. 361). This is the whole issue of the ‘value of land’
(Bondenwerth) '

Let us skip a few pages and examine ‘a recondite mystery (verborgnes
Mysterium)’ (Notebook XV; MECW. 32: 486):

The form of revenue and the sources of revenue are the most fetishistic
expression of the relations of capitalist production. It is their form of
existence as it appears on the surface, divorced from the hidden connec-
tions and the intermediate connecting links. Thus the land becomes the
source of rent, capital the source of profit, and labour the source of
wages.’

(p. 449)

In this formula, in which rent, a part of surplus value, is represented in rela-
tion to a particular natural element, independent of human labour, not only the
nature of surplus value is completely obliterated, because the nature of
value itself is obliterated; but, just as the source of rent appears to be
land, so now profititself appears to be due to capital as a particular material
instrument of production.

(p. 485)

Marx’s reflection on this fetishization had already started in 1844 and is also
found in the Grundrisse. In Notebook XI we read:
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By ‘original’ powers of the land we understand here those which it pos-
sesses independently of the action of human industry, although, on the
other hand, the powers given to it by human industry become just as

much its original powers as those given to it by the process of nature.
(p. 466)

In Notebook XIV we find the best definition of the subject before Capital:

The value of land is nothing but the price which is paid for capitalized
rent.

(MECW. 32: 299)

In other words, land per se (like human labour per se, for other reasons) has no
value. But when it has been acquired or subsumed by capital as the non-
property of living labour, it receives a rent. As a future payment of a rent —
namely, of a portion of surplus value distributed in the price of the product
(over and above ‘production costs’ plus ‘average profit’) —an exchange value
is granted to it, which we could call extrinsic (‘fictitious’). If there were no
rent, as in the case of fixed capital, then the value invested in the purchase of
land would pass like other portions aliquot parts to the value of product; and
this would be so, not because land has a value, but because the land has been
purchased with objectified labour, money. ‘Labour capacity’ and the ‘exclu-
sivity’ on the ownership of land are paid, ‘because it is a reservoir containing
the use values, which are to be got hold of through industry’ (MECW. 31:
466). Such a payment can be recovered, either in rent or in the ‘component
portion of corresponding value’ (see Figure 5.2) where the constant capital
originally invested ‘reappears’, is reproduced in the product.

In these pages, Marx approaches three more issues: the average price of
wheat during a certain historical period (pp. 362ff.); the difference between
absolute and differential rent in Thomas Hopkins (in his book Labour
Defended against the Claims of Capital, London, 1825), who deserved a special
study due to his social position, (pp. 3651f.); and the ‘costs of breaking up
new ground’ of soil (pp. 369ff.), which become comprehensible after what
has been commented.

7.4 ‘Cost price’ in Ricardo and Smith (MECW. 31: 387-457)

Before focusing on this problem, let us make several methodological
remarks. Marx points out:

Ricardo’s method is as follows: he begins with the determination of the
magnitude of the value of the commodity by labour time and then exam-
ines whether the other economic relations contradict this determination
of value or to what extent they modify it. This inadequacy not only shows
itself in the method of presentation (in a formal sense) but leads to
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erroneous results because it omits some essential links and directly seeks
to prove the congruity of the economic categories with one another.
(p- 390)

One can thus see that though Ricardo is accused of being too abstract,
one would be justified in accusing him of the opposite: lack of the power
of abstraction, inability, when dealing with the values of commodities, to
forget profits, a fact which confronts him as a result of competition.

(p- 416)

Thus, Marx criticizes classical economists for not having constructed all the
required categories in order not to pass directly from value to market price,
or from value to cost price (which are always identified). But this mistake is
ideologically founded:

Since Smith transports himself right into the midst of competition, he
immediately reasons and argues with the peculiar logic of the capitalist
caught up in this sphere.

(p- 441)

From the ‘bourgeois perspective’, as he had written before, from the ‘sphere
(Sphdire) of circulation, or the totality of capitalist understanding, from the
everyday experience of ‘the agent of capitalistic production [ ... ], things
appear (erscheinen) to and are thought of by the latter, as they influence him
in practice (Praxis)’ (p. 442), from the ‘naiveties (Naivitit)’ of the common
sense of dominant system; its mistakes and confusions are ideologically nec-
essary; its ‘rationality’ is coherent and thus its implications are apparently
methodological.

Due to these logical and existential limitations (namely, simply for being
a capitalist), Ricardo makes mistakes or confusions which, setting aside the
first four mentioned by Marx regarding rent,' are as follows: insufficient
form of determining value; confusion between ‘absolute’ and ‘relative’ sur-
plus value; identification of constant capital with fixed capital, and variable
capital with circulating capital, and confusion between cost price with
value, which is a mistake in considering the process of forming market
value and cost price. Smith, on the other hand, confuses value with cost
price; for Smith, the former is constituted from the sources of revenue —
from competition — and not from labour, from production. We must point
out that Marx’s critique is systematic: in the case of Ricardo, it is global and
Marx analyses in detail the most relevant passages of Ricardo’s Principles of
Political Economy and Taxation; in the case of Smith, he does the same with
Origin of the Wealth of Nations, from Chapter VI to XIin Notebook I. Since we
cannot stop to comment on each item — although it should be done — we
shall discuss only a few essential points to help the reader read Marx’s text
directly.
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Figure 7.3 The formation process of categories and the necessary mediations.

Against the mercantilists, Smith, Ricardo and Marx assert that profit is not
obtained by selling commodities above their value; as the Physiocrats believe,
commodities are sold at their value. At a first level of abstraction, of capital in
general (as in the Grundrisse), Marx affirmed the same. Now, on the contrary,
and hereafter we shall speak at the level of denominations (names), concepts
and categories just as they are written in this Notebook XI, Marx will say that
average prices and values are not identical, but ‘the average price of a com-
modity can be equal, higher or lower than its value’ (p. 360). In other words, he
affirmed that the ‘value of a commodity’ (VC), or the ‘natural price’ of the
classics, is not equivalent to the ‘cost price’ (CP); but, in addition, the latter is
also not equal to the ‘market price’ (MP) (see Figure 7.3). All these apparent
contradictions are necessary to demonstrate how surplus value is distributed
among the various moments of the process until the market price of the indi-
vidual commodity is concretely determined (as a result of supply and
demand; an aspect which Marx does not discuss here because it was to be the
object of special treatment in the book on competition in the concrete, as the
second book after the book on capital in general).

First, the determination of value is always by labour time (LT); on this
point Ricardo is correct. But he is mistaken because he cannot ‘formally’
define this determination by the ‘social’ nature of labour:

Ricardo does not examine the form — the peculiar character of labour

[
(p. 389)

On the other hand, Marx discovers that the determination of ‘market value’
(MV) is made from the total mass of socially determined labour of a particu-
lar sphere of production:



The theory of rent 95

Thus competition [ ... ] brings it about here that the value of each indi-
vidual commodity in a particular sphere of production is determined by
the total mass of social labour time required by the total mass of the commodi-
ties of this particular sphere of social production.

(p. 430)

In this case, the value of commodities is determined from the ‘total mass of
social labour’ compared with the ‘total mass of commodities in this particu-
lar sphere of production’, and not directly by the individual labour time.

Second, Marx makes the passage from the ‘value of a commodity’ (VC) toits
‘cost price’ (CP), explaining the function of competition in general. In fact,
‘the transformation of the value of commodities into cost price’ (p. 419) is
achieved by determining the ‘average profit’ (AP) (levelled by competition).
So, the category of average profit is the required mediation to pass from value
to cost price. Furthermore, the foregoing allows Marx to assert, on the one
hand, that the totality of surplus value is identical as mass to profit but, on the
other hand, in a certain historical moment (e.g. is the average rate of profit in
a peripheral country a world or a national average?) it can be higher (with
extraordinary profit), equal, or lower (with surplus value transference) than
the average profit. This allows Marx to explain the transfer of surplus value
(VC = CP) and it allows us later to propose some hypothesis on the depend-
ency issue (VC — CP: the transfer of surplus value to the ‘centre’, if VC is the
value of commodities of an underdeveloped peripheral country).

Third, Marx passes from ‘cost price’ to ‘market price’. As we have seen, in
this case, and due to the mediation of the category of ‘market value’, compe-
tition does not level the average profit individually, but determines the value
of commodities from its whole aggregate (total mass) amount compared
with the total mass of social labour in the specific branch of production:

Competition creates the market value, that is, the same value for commodi-
ties of the same sphere of production.
(p. 431)

Under these circumstances, when the cost price is lower than the market
value of the agricultural product (CP < MV), the latter may achieve a market
price which includes rent (MP > CP, and thus MV = MP = CP + rent). Marx
thus manages to affirm that the agricultural productis sold at its value (MV =
MP); and that, however, due to the low organic composition of agricultural
production, its market value is greater than the general average price or cost
price (MV > CP). And because the market value of the agricultural productis
above the general cost price, this is what makes absolute rent possible as ‘ex-
traordinary profit’ (absolute rent = MV — CP).

Likewise, in this case, one could think of a ‘peripheral market value’ of
undeveloped countries (analogous to a particular production sphere), and
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also show how the transfer of surplus value is possible, because its particular
market price is greater than the international cost price.

We believe that with these reflections we have constructed a minimum the-
oretical framework to be able to read now Marx’s critical confrontation with
Ricardo and Smith.

7.5 Rent in Ricardo and Smith (MECW. 31: 457-578)

We shall exclude from this section pp. 470 to 521, the end of Notebook XI
and beginning of XII, about the ‘differential rent tables’, which we shall
explain in section 7.6. Concerning its content, Marx analyses here the ques-
tion of rent in both classics. For the sake of our reading, it must be empha-
sized that this is one of the best methodological examples, or the place where
we can discover the epistemological status of these ten Notebooks. Here we see
that they are not a history — because if this were the case they should describe
each author’s position, and this is not done systematically; neither are they a
theory of surplus value —because, as we shall see, this issue is hardly ever men-
tioned, although there is always an indirect relation. They are in fact a critical
confrontation with the theories of Marx’s opponents. Furthermore, the pur-
pose of this critical confrontation is not to exercise only certain initial
hypothesis, but in the confrontational critical process, Marx keeps discover-
ing and building new categories, keeps developing concepts, and thus they
become more complex, profound, different hypotheses. Thus there is prog-
ress, not only in the analysis but in the starting point as well: in the framework
or hypothetical categorial system from which the critical confrontation is per-
formed. As we have seen in previous sections, Marx now has new categories;
now itis time to use them. In other words, he has new questions. Marx’s theo-
retical production is appearing genetically in the confrontational critical
progressive process.

The best example of the foregoing is the case of the very important cate-
gory, the concept which comprehends the sum of ‘production cost’ plus ‘av-
erage profit’. Until this moment he had named it ‘cost price’. Butin a dense
page against Smith, Marx writes:

The sufficient price is that price which is required for the commodity to
appear on the market, and therefore to be produced, thusitis the price of
production of the commodity. For the price which is required for the sup-
ply of the commodity, the price which is required for it to come into exis-
tence at all, to appear (erscheinen) as a commodity on the market, is of
course its price of production or cost price. That [is] sine qua non of the exis-
tence (Dasein) of commodity.
(p- 559)

Here we see doubt, a hesitancy in the denomination, the naming process. A
few lines below, Marx once again names the same concept with the two
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denominations — as we have already quoted in section 7.2 — but later on he
forgets the name, ‘price of production’, which will only appear again in
Notebook XV. Namely, Marx keeps changing the conceptualization and
denomination; both processes are not simultaneous, but form part of the
progress in the ‘constitution’ of a category.

This critical confrontation against Ricardo and Smith is carried out from a
fundamental hypothesis:

The whole blunder originates in the confusion of cost price with value.
(p. 465)

Evidently confusing both concepts leads to other mistakes, which are their
corollary: cost price can no longer be lower than market price (CP < MP); the
value of commodity cannot be equal to market price (VC = MP). When
equalizing the value of commodity with cost price (VC = CP or CP = MP),
there is no possibility for absolute rent, which arises from their inequality
(VC or MP > CP). Marx’s rich pages, of which we shall only describe the rele-
vant lines, can be fully understood from this simple categorial perspective.

First of all, Marx shows that Ricardo falls into an insoluble contradiction:
he has either to deny that the determination of value is made from labour
time, or deny absolute rent. In order to sustain the first — against Smith — he
eliminates absolute rent, but falls, on the other hand, into a new contradic-
tion, when he gives a value to the land or mines (and not dyndmei: in
potency), with which he destroys the ‘law of value’ he intended to defend.

In these pages (pp. 457-70), it is first demonstrated that England, unlike
Germanyj, is ‘in this respect ... the most revolutionary country in the world’
(p- 458); namely, the capitalist country that has discovered how to base all
exploitation from capital. Taking as a rational starting point the occupation
of land —without prior ownership® —in the colonies, and transferring this ‘to
the course of World History, they took the capitalist mode of production as a
prius for agriculture in general’ (p. 460). The English people do not have to
struggle as much as the peoples of the continent, against ‘traditional rela-
tionships’ that hinder the ‘modern property of land’. Since there is an abun-
dance of capital, and because Ricardo does not distinguish property from
monopoly, he only discovers differential rent; on the worstland, and presup-
posing that value is equal to cost price (VC = CP), no rent would be paid (p.
463). While on the bestland, when the value of product is lower, there would
be a place for rent (VC < CP = VC + differential rent). Marx, on the other
hand, explains this fact in a different way:

All commodities whose value, in accordance with this organic composi-
tion, is above the cost price, thereby show that [the labour expended on
them is] relatively less productive.

(p. 464)
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Now then, to Marx, as we have seen, the value of agricultural products is
greater than the cost price (VC > CP); with that he can also explain absolute
rent. Indeed, when equalizing value with cost price, Ricardo cannot obtain
absolute rent except by adding a value over the product’s value: the product
would sell above its value, which is the same as to suppose that ‘the value of
commodity would therefore not be determined by the quantity of labour
contained in it’ (p. 463).*' That is, the different organic composition of agri-
cultural capital as a special sphere makes absolute rent possible, and the dif-
ferent fertilities of the land make possible differential rent. Competition
cannot level the agricultural market price because the landlords own a
monopoly of the land — a fact that Ricardo forgot to include in his reflection.
All this has been already clarified in section 7.1. and the no-value of land in
7.3 (now discussed by Marx on pp. 465-9).

When reconsidering the matter, Marx shows again that Ricardo has forgot-
ten property as a fundamental determinant of rent (pp. 5211f.). In order for
rent to exist, the land has to be ‘limited’ (as the Hegelian ‘entity’),* ‘appro-
priated’, with a determinate degree of ‘fertility’ (although absolute fertility
cannot be missed, on which absoluterent depends) and of location in ‘space’
(the question of a faraway, ‘more distant’ (fernerer) area is again a suggestion
for the dependency question) (p. 524).

Ricardo is correct that differential rent does not increase the price (of
wheat, for example), because the agricultural market price as a global sphere
of production is equalized by competition (and the different differential
rents absorb the excess of the lands with the greater productivity or lower
value of their products). But Ricardo makes a mistake, because absolute rent
by itself increases the market price, because without absolute rent the market
price would be less: MP = Cc + w + P’ + rent > CP.* If no rent were paid, the
price would be equal to the cost price; therefore absolute rent increases the
market price.

Another confusion consists in identifying ‘natural price’ with market
value. Actually, the ‘natural price’ is the cost price (pp. 5291f.).

By the same token, and returning to the question of the organic compo-
sition, Marx shows that Ricardo is correct about the causality in case D
(when ‘only the constant capital falls; the variable capital remains the same’
(p. 537)). Marx concludes that, at any rate, within agriculture, its products
have a higher value ‘than its cost price [ ... because] the composition of the
capital employed on it is lower than the average composition of the capital
employed in non-agricultural industry’ (p. 541), in the case of the absolute rent.
In the case of the differential rent, competition within the special sphere of
agriculture equalizes the market price; as fertility increases, the rent rises; as
the fertility declines, rent is reduced. With absolute rent, the gap between the
product’s real or individual value and the market price increases. Marx
begins then to develop a new concept: ‘individual value (individueller Wert)’
(for example, see the tables on p. 536) (see Figure 7.4).

Marx had already written:
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CP

Explanation: CP = cost of production; V1 = indirect value on the best land;
V3 = individual value on the worst land; MV = market value;

MP = market price; x = differential rent; y = absolute rent;

r =total rent (= x + y); z = negative differential rent.

Figure 7.4 Differential rent.

If the market value is < than the individual value [V3 of Figure 7.4], but
greater than the cost price, the differential rent is a negative quantity,
hence the total rent = the absolute rent + this negative differential rent,

1.e. minus the excess of the individual value over the market value.
(p- 508)

After what we have discussed, there are not many novelties in Marx’s cri-
tique of Smith, although methodologically we can indicate that now Marx is
found categorially with more equipment than in the previous critical con-
frontation (of our Chapter 5). Smith decomposed the commodity value into
‘wages, profit and rent (leaving aside the constant capital)’ (p. 552). But
Smith quickly lets himself be persuaded by the contrary view which identifies
value and natural price (‘the average price [ ... ] or cost price’), determining
the second by the sum of wages, profit and rent. The reading’s difficulty is in
being able to compare Smith’s nomenclature with Marx’s, and some (pp.
560-1) are proverbial in this sense. Simplifying, we can say that Marx criti-
cizes Smith for lack of precision in the use of categories, his ambiguity, but
also a semantic slip (the concept’s change of content). Smith’s ‘natural
price’ would be approximately Marx’s ‘market price’ (when including rent);
the ‘sufficient price’ would be approximately the ‘cost price’ or the ‘price of
production” — named here explicitly; the ‘ordinary price’, something that
fluctuates in its content.

Smith is correct when he says that ‘rent is monopoly price| ... ] since itis only
the intervention of landed property which enables the product to be sold for
more than the cost price, to be sold at its value’ (p. 552). But, actually, Smith
does not know that the agricultural product sells for its value; he believes the
opposite:
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[To Smith] rent arises from the demand being greater than the supply at
the sufficient price which only includes wages and profits, but no rent [ ... ]
Adam Smith’s mistake is that he fails to recognize that [landed] property
sells [products] abovethe sufficient price, if it sells [them] at their value.
(p. 568)

Marx exclaims, when evaluating his critical confrontation:

In this fantastic fashion, the profoundest concepts intermingle with
the craziest notions, such as the common mind (gemeines Bewusstsein)
forms in an abstract manner from the phenomena (Erscheinungen) of
competition.

(p- 556)

7.6 The ‘rent tables’ (MECW. 31: 470-521)

First of all, let us make a short methodological reflection about the diagrams
or tables that Marx sketched in his studies, and that have led to false interpre-
tations: all the polemics between Bulgakov, Tugan-Baranovski and Lenin, to
which we must add Bukharin, Rosa Luxemburg, Kautsky, Grossmann or Otto
Bauer, who also circle around this question. Marx explains:

Now for a consideration of the tables. They show how the general law
explains a great multiplicity of combinations, while Ricardo, because he
had a false conception of the general law of rent, perceived only one side
of differential rent and therefore wanted to reduce the great multiplicity
of phenomena (Erscheinung) to one single case by means of forcible abstrac-
tion. The tables are not intended to show all the combinations but only

those which are most important, particularly for our specific purpose.
(p. 487)

In other words, the comparative tables of diverse logical possibilities of com-
ponents of the phenomenon under study, do not have as a goal a complete
description of the phenomena’s reality, but only to observe the behaviour of
some component parts. Its intention is logical-pedagogical, structural—
expositive, abstract and not concrete. To this respect, Rosa Luxemburg is
correct that the question of reproduction or accumulation and their corre-
sponding tables ‘have nothing to do with mathematical formulas [that
express objective reality] and can be perfectly presented and comprehended
without the need of them. When Marx [ ... ] employs mathematical tables
[ ... 1, he does so simply to facilitate and to clarify the main points of the
analysis (1967: 368).*

If we take Marx’s tables’ abstractions as real and concrete considerations —
and not in reference to ‘our specific purpose (unser spezifischer Zweck)’ (p.
487) — one could arrive at completely wild conclusions. The tables are always
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situated at a ‘general’ level, ‘abstract’, ‘essential’; while the concrete analysis is
situated in the complex contour of capital ‘in its [historical] reality’. The
tables express ‘essential relationships’, abstract:

In considering the essential (wesentlich) relations of the capitalist
production [ ... ] therefore, it can be assumed [ ... ] since this tends to
occur more and more, is the principal purpose, and the productive
powers of labour are developed to the highest pointin this case alone
[ ... ] that the whole world of commodities, all the spheres of material
production — the production of material wealth — have been subjected
(either formally or really) to the capitalist mode of production.
(MECW. 34: 143)

This ‘assumption’ or ‘supposition’ is the analytical moment of abstraction,
inexistent as such (as abstract) in reality; but really existent as ‘an’ aspect of
reality. This supposition is considered in the reproduction tables of the
Grundrisse (pp. 376-86 and 434-88) or in the Manuscripts of 1861-63 (supra
sections 5.3 and 6.4) and also in Capital (Volume 2, Part 3, Chapter 21).%

Going deeper into our commentary, it is necessary to comprehend the dif-
ference between ‘total amount’ of rent and ‘rental rate’. The total amount
can increase, but not the rate; the rate can rise or decrease and not the total
amount. The ‘rate’ is a proportion between the commodity value and the
cost price:

The rate of rent would fall, because the difference between the cost price
and the value of the commodity would have decreased [ ... ] the relation-
ship between value and cost price [is], the only relationship that determines
the rate of rent.

(pp- 471-2)

Marx then proposes some logical, abstract examples (from A to £), in which
the factors that could cause a change in absolute or differential rent will vary.
These factors are:

Capital, total value, total product, market value per ton, individual value, differ-
ential value, cost price, absolute rent, absolute rent in tons, differential rent,
differential rent in tons, total rent, and then the totals of all classes in each
table.

(p. 480)

In a second group of tables, while trying to discover the logic of the relation
between the ‘organic composition’ and rent, Marx had to introduce new fac-
tors: constant capital, variable capital, surplus value, the rate of profitand the
rate of surplus value.
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Here the rate of rent rose because the rate of profit fell. Now did it fall be-
cause there was a changein the organic composition of the capital?
(p. 492)

To follow Marx’s discussion step by step would take too long — and not be
very useful, because after the explanations given above, the reading is now
possible. We will only indicate the main lines of discussion. First of all, the
construction itself of the tables with their various factors (pp. 472ff.) is
explained. Second, there is an interesting discussion of the question about
how the price of each commodity is determined, and the surplus value con-
tained in it (pp. 480—4). Third, the relationship between the individual
value, the cost price, and the market value of commodities is explained,
including a possible example of an individual value greater than its market
price, as we have seen:

If above the market value, the difference between the market value and
their cost price [a of Figure 7.4] is smaller than the difference between
their individual value [V3] and their cost price. But as the absolute rent =
the difference between their individual value and their cost price, the
market value cannot, in this case, yield the entire absolute rent for these
products.

(p. 485)

In fourth place, the possibility of a decreasing productivity of agriculture is
discussed, against Ricardo (pp. 4891f.). Next, the variations in the rate of rent
are analysed in relation to the organic composition, already discussed here.
Finally, the variation of the relation between total rent and market value is
discussed (pp. 504ff.); there is a list of precise definitions and possible rela-
tions among them, already referred to herein:

The actual rent = the difference between market value and cost price.
The absolute rent = the difference between individual value and cost price.
The differential rent = the difference between market value and individual
value. The actual or fotal rent = the absolute rent + the differential rent.
(p- 508)

This allows Marx to formulate some very clear equations:

We shall call the absolute rent AR, the differential rent DR, the total rent
TR, the market value MV, the individual value IV and the cost price CP.
We then have the following equations:
1 AR=IV-CP=y
2 DR=MV-IV=x
3 TR=AR+DR=MV-IV+ (IV-CP) =y+x=MV-CP
(p- 508)
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After these fundamental equations, Marx analyses several possibilities, not
discussed here since they are easy to decipher.

In this way, Marx has concluded a central moment of these Manuscripts of
1861-63, maybe the most important creative moment, and all since the
moment in which, when criticizing Rodbertus, he discovered the meaning of
‘average profit’, upon which he could build the category ‘cost price’ — with-
out complete clarity yet on the ‘price of production’ — and ‘market price’.*



8 Surplus value, profit,
accumulation and crisis
in Ricardo

Notebooks XII and XIII, pp. 636-752;
between August and September of 1862
(MECW. 32: 9-208)

When speaking of the destruction of capital through crises, one must
distinguish two factors. In so far as the reproduction process is checked
and the labour process is restricted or in some instances is completely
stopped, real capital is destroyed. Machinery which is not used is not
capital. Labour which is not exploited is equivalent to lost production.
Raw material which lies unused is no capital. Buildings (also newly built
machinery) which are either unused or remain unfinished, commodi-
ties which rot in warehouses — all this is destruction of capital. All this
means that the process of reproduction is checked and that the existing
means of production are not really used as means of production, are not
put into operation. Thus their use value and their exchange value go to
the devil. Secondly, however, the destruction of capital through crises
means the depreciation of valueswhich prevents them from later renewing
their reproduction process as capital on the same scale.

(p. 127)

In this chapter we shall return to the subject abandoned in section 5.2, where
Marx studied the question of the surplus value in Smith. This shows that
these books are not a history and not even ‘theories of surplus value’. They
are critical confrontations around the subject of surplus value (and sometimes
the distance from this subject is very far). Now we explicitly analyse Ricardo’s
theory, but here from a much more complex categorial perspective than in
the beginning.

8.1 Surplus value and profit (MECW. 32: 9-59)

When dealing with the question of profit and wages, Ricardo never paid
attention to constant capital — the ‘fourth part’ that Smith also ignored
(remember section 5.3):

To this extent, therefore, he considers surplus value and not profit, hence it
is possible to speak of his theory of surplus value. On the other hand,
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however, he thinks that he is dealing with profit as such, and in fact views
which are based on the assumption of profit and not of surplus value,
constantly creep in. Where he correctly sets forth the laws of surplus
value, he distorts them by immediately expressing them as laws of profit.
On the other hand, he seeks to present the laws of profit directly, with-
out the intermediate links, as laws of surplus value.

(p- 10)

All these confusions follow from the fact that ‘nowhere does Ricardo con-
sider surplus value separately and independently from its particular forms —
profit (interest) and rent [ ... ] Hence his confusion of valuewith cost price, his
wrong theory of rent, his erroneous laws relating to the causes of the rise and
fall in the rate of profit, etc.” (p. 9).

To speak about surplus value in Ricardo is, really, to talk about profit, and
only guesses, casually, when the invested capital is only variable capital,
because in this case surplus value and profit are identical (because they
express the relationship of wages and not-paid surplus labour).

Marx analyses two questions: the aforementioned confusion between sur-
plusvalue, profit and rent (pp. 10ff.), and the question of the surplus value in
itself (pp. 32ff.).

Concerning the relationship of surplus value to profit, the whole problem
lies in having ignored the constant capital. For this reason:

He furthermore overlooks the fact that the rate of profit depends on the
amount of surplus value, and by no means on the rate of surplus value]| ... |
the amount of surplus value depends on the organic composition of the
capital.

(p- 12)

All this, in principle, Marx had already clearly discovered in Grundrisse." Sur-
plus value, we already know, is determined by the relationship established
between the ‘necessary working time’ and the not-paid ‘surplus time labour’
(the variable capital and surplus labour relationship). Profit, on the other
hand, depends of the relationship between ‘the total quantity of labour employed
(which includes constant capital) by the capital of the whole class of capitalists and
on the proportional quantity of unpaid labour employed’ (p. 11). Because Ricardo
does not consider constant capital nor distinguish between surplus value and
profit, he must necessarily fall into confusion. By the same token, he is not
able to comprehend the variation of the rate of profit — as distinguished from
variations in the rate of surplus value. For example:

But assuming a given surplus value, an increase in the price of the raw pro-
duce from the surface of the earth would raise the value of constant capital to
variable and therefore reduce the rate of profit, thus raising the rent.

(p- 15)
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But if, for example, wages rose at the same rate as constant capital, without a
change in the organic composition, in that case, if the total mass of surplus
value remained unchanged, then surplus value and the rate of profit would
have to decrease. If surplus value increased at the same rate as wages, then
both rates would remain the same. There could also be the case in which the
proportion of constant capital decreases, that would increase the rate of
profit, with the rate of surplus value remaining the same. All this is illustrated
by Marx in his tables of numerical examples (pp. 20-1).

By the same token, Ricardo necessarily has to confuse commodity value
(which is determined by labour) and cost price (which is determined by
market competition) (see sections 7.2 and 7.4). In these pages (pp. 21ff.),
the discussion is about the ‘value of the commodity’ (VC of Figure 7.3) and
not about ‘market value’ (MC).

Because Ricardo does not distinguish correctly between surplus value and
profit, and because does not correctly define rent, the confusion he has
when comparing the ‘general rate of profit’ and the ‘absolute rent rate’ (pp.
22ff.) is unavoidable.

It should be emphasized, exerting ‘epistemological attention’, that Marx
again uses the term ‘price of production’ —in reference to the ‘concept’, as
he will use it in Capital — on four occasions (p. 29). But perhaps using the
concept of ‘production cost’ (lines below) influenced him to go back to the
denomination that he had been using until that moment: ‘cost price’ (p. 30).

Regarding surplus value as such, Marx re-examines questions already clari-
fied in his previous investigations:

Thus the value of a commodity is equally determined by the quantity of
objectified (past) labour and by the quantity of living (immediate) labour re-
quired for its production. In other words: the quantities of labour are in
no way affected by the formal difference of whether the labour is
objectified or living, past or present (immediate). If this difference is of
no significance in the determination of the value of commodities, why
does it assume such decisive importance when past labour (capital) is ex-
changed against living labour? Why should it, in this case, invalidate the
law of value, since the difference in itself, as shown in the case of com-
modities, has no effect on the determination of value? Ricardo does not
answer this question, he does not even raise it.

(p. 36)

Marx returns to his distinction between living labour and labour capacity.
Wages pay labour capacity and not living labour (which has no value as land,
for example). And, because of that, objectified labour in the product might
be greater than the (past) objectified labour in wages:

Instead of labour, Ricardo should have discussed labour capacity | ... ] cap-
ital would at once have been revealed as a definite social relationship.
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Ricardo thus only distinguishes capital as ‘accumulated labour from *imme-
diate labour'. And it is something purely physical, only an element in the
labour process, from which the relation between the worker and capital,
wages and profits, could never be developed.

(pp- 36-7)

Ricardo only discovered relative surplus value (only materially, not for-
mally). As in the question of rent, he did not discover absolute surplus value
(as he also did not discover absolute rent). Because, in fact, ‘the origin of sur-
plus value does not become clear [ ... ] because thus the origin and nature of
surplus value is not clearly comprehended, the surplus labour + the neces-
sary labour, in short, the total working day, is regarded as a fixed magnitude
[ ... ] and the productivity of capital, the compulsion to perform surplus labour
[...]1are notrecognized, and therefore the historicaljustification for capital is
not set forth (p. 41)’.

8.2 The rate of profit MECW. 32: 60-103)

Now Marx advances into results reached after the Grundrisse—because in fact
in the previous section the categories constructed in these Manuscripts of
1861-63 were not used:

Ricardo [ ... ] wrongly identifies surplus value with profit [ ... ] Ricardo
evidently shares Smith’s view, that the total value of the annual product
resolves itself into revenues. Hence also his confusion of value with cost
price.

(p. 60)

To speak of ‘value’ and ‘cost price’ was not possible in the Notebooks of
1857-1858. Now it is methodologically possible. And referring to the
method, because Ricardo did not have the theoretical ‘intermediate links’
(or the necessary categories of mediation)® in reference to the ‘general law
of value’, he could not achieve convincing results:

Ricardo commits all these blunders, because he attempts to carry through
his identification of the rate of surplus value with the rate of profit by
means of forced abstraction [ ... ] Ricardo does not carry true abstract
thinking far enough and is therefore driven into false abstraction.

(p- 72)

On the contrary, the ‘laws’ of the rate of profit are:

Firstly: We have seen that the rate of profit can rise or fall as a result of a
fall or rise in rent, independently of any change in the value of labour.
Secondly: The absolute amount of profit = the absolute amount of surplus value
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[...]1 The same amount of profitis therefore possible, with a falling rate of
surplus value and a rising number of workers and vice versa, etc.
(p. 60)

The third is the fundamental ‘law’ of the rate of profit; the fourth and fifth
that Marx discusses are not as important. The truth is that our critique shows
that, although Ricardo started from the identity of surplus value and profit,
in fact they are distinguished and even opposed in some cases or examples.
Ricardo never understood clearly that the rate of profit (surplus value: total
capital; s/C) is not equal to the rate of surplus value (surplus value: variable
capital; s/v) (see p. 62). For that, he refers to ‘absolute profit’ and ‘profit
rate’, that might vary in unequal proportions:

Ricardo distinguishes between absolute profits (= surplus value) and rate of
profits and also shows that the rate of profit falls more as a result of the
change in the value of the capital advanced, than the absolute profits (sur-
plus value) fall as a result of the 7ise in the value of labour [ ... ] In the pas-
sages, Ricardo himself throws overboard his whole theory of profit,
which is based on the false identification of the rate of surplus value with
the rate of profit.
(pp. 63-4)

But the identification of surplus value and profit produces more ambiguity
in the question of the ‘formation (Bildung) of the general rate of profit’ (p.
67). According to Marx:

Itis evident that the emergence, realization, creation of the general rate of
profitnecessitates the transformation of valuesinto cost pricethat are different
from these values. Ricardo on the contrary assumes the identity of values
and cost prices [ ... ] He accepts this rate of profits as something pre-exis-
tent which, therefore, even plays a part in his determination of value.

(p. 69)

This point is very important to Marx. In bourgeois political economy
(including Ricardo’s), it is from circulation, from supply and demand, that
are ‘formed’ or constituted price, average profit rate, the cost price (natural
price) and even the commodity value (which is identified with cost price).
Marx, on the contrary, needs to create new categories in order to distinguish
the confused (confus): the falsely identified.

If it is true that ‘competition’ levels prices (and even market value, that is
not the commodity value; remember section 7.4, Figure 7.3), in some cases
of ‘special exchanges’ — as in agriculture — it might be true that the ‘cost
price’ is less than the ‘market price’ and that, however, the latter expresses
the real value:
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If competition makes their market value conform to their value, then the level
is established.
(pp. 69-70)

Marx can then distinguish between: the general rate of surplus value, which
is constituted by the average proportion between ‘unpaid labour’ and ‘paid
labour’ (p. 71) and which enters into the average value of a branch of com-
modities, and the general rate of profit, which is established instead by the rela-
tionship between the ‘amount of living labour employed in relation to
accumulated labour. If the composition of capital in this branch is far below
the average composition which determines the average profit, the relations of
supply and demand in this new branch may make it possible to sell its output
above its cost price’ (p. 70). The surplus value is determined at the level of pro-
duction (necessary time + surplus time) and determines the commodity’s
average value. Profitis determined at the level of circulation and of the market,
because the ‘cost price’ (as Marx denominates it here) are the ‘advances’ (p.
71), or expenses previous to production (Cc + Cv), plus the ‘average profit’
that is determined by market competition. In the totality of the system, sur-
plus value and average profit must be equal; but between nations, branches
or special spheres between the individual capitals, etc., surplus value might
be distributed in such a way that it is greater or less than the average profit.
With that, Marx has discovered the ‘lost link’ between value and cost price or
‘natural price’ according to Ricardo. Both might be different without
destroying the ‘law of value’, that is, the continuity can be seen between the
workers’ human being, his living labour, labour capacity, wages, surplus
value as the robbery of human life and average profit as a certain distribution
of this stolen human life, cost price determination, and even market price
that can be greater than the cost price and that, however, expresses only the
value of the commodity (that also contains an average that distributes the
surplus value). This means that Marx can measure ethically, or from human
labour, the totality of categories and the capitalist economic reality, and,
therefore, can make an ethical critique of it (if by ‘ethical’ is understood,
correctly, the critique of the dominant and established structure of capitalism).

Because we are in a ‘general’ consideration of capital as such, the ‘colonial
question’ does not enter into the matter, nor the type of ‘competition’
centre—periphery, that will be analysed later (pp. 70ff.); but it is not denied,
not at all, that one has to systematically study it later at a more concrete and
complex level.

As in many other questions, Ricardo materially guesses right when he sug-
gests that there exists a ‘diminishing rate of profit’ (MECW. 32: 72); but
because of all his confusions already indicated, he could never find the
causes of this ‘law’.”

Marx begins his critique by articulating the difference between Adam
Smith and Ricardo:
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Adam Smith says that the rate of profit falls with the accumulation of capi-
tal, because of the growing competition between the capitalists; Ricardo
says that it does so because of the growing deterioration of agriculture (in-
creased price of necessaries).

(p. 101)

Marx is concerned very little with Smith because his arguments are weak,
since he wants to justify the lowering of prices (and of the profit as well) in
order to reduce the ‘arbitrary profits’, which does not suppose a real
decrease in the rate of profit (from the reduction of the surplus value in rela-
tion to the total invested capital).

Ricardo, instead, shows that competition can level the rate of profit but not
reduce it. Ricardo can only argue that, given a constant working day, the rate of
profit rate decreases because the rate of surplus value decreases. This rate of the
surplus value (the necessary time and surplus time relationship) could decrease
if the necessary time increases. This would be possible if the value of ‘the means
of subsistence on which the worker spends his wages’ rises (p. 73). That is:

This happens because agriculture is becoming less productive [ ... ] The
continuous fall in (industrial) profits is thus bound up with the continu-
ousrise in the rate of rent. I have already show that Ricardo’s view of rent
iswrong [ ... ] The rate of profit falls, although the rate of surplus valuere-
mains the same or rises, because the proportion of variable capital to
constant decreases with the development of the productive power of la-
bour. The rate of profit thus falls, not because labour becomes less pro-
ductive, but because it becomes more productive.

(p- 73)

Immediately, Marx undertakes an analysis, starting from clearly specified
examples in comparative tables (in which theoretical comparison appears in
the differences) , in order to show the error in Ricardo’s argument that increas-
ing rent causes rate of the profit to fall (pp. 74ff.). Following Marx’s argu-
ment step by step would take us far away.*

In any case, Marx separates the rent question as a direct factor in causing
the rate of profit to decline and as an objection shows an example in which
‘the profit rate rose despite the rising corn prices’ (p. 93), due to diverse con-
crete factors, of course.

For Marx, the question of the falling rate of profit should be situated at the
level of ‘the technological composition of the capital’ (p. 89) or in the tech-
nological proportion between ‘the amount of accumulated labourand [ ... ]
of living labour’ (p. 91).

On the other hand, since surplus value can be distributed in a different way
between the industrial profit (P ), interest (I) and rent (R), the profit rate
might decrease, although, for example, the industrial profit rises in propor-
tion to interest or the reverse. And Marx continues:
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The reciprocal rise of P/, I and R only represents an altered distribution
of P among different persons. A further examination of the circum-
stances on which this distribution of P depends, but which does not coin-
cide with a rise or fall of P itself, does not belong here, but in a
consideration of the competition between capitals.

(p- 94)

Marx remembers, then, that we are only at the first of the four parts of his
treatise on capital ‘in general’ — competition would be the subject of the
second part, and shall not be treated here.

8.3 Accumulation and reproduction (MECW. 32: 103-23
and 164-77)

After considering profit, continuing the logical discourse, it is necessary to
consider the moment in which profit returns, is ‘reflected’ back on to the
existing Capital.5 In this case, accumulation and reproduction might materially
coincide (but not formally):

The general law is as follows: where a part of the product, and therefore
also of the surplus produce (i.e. the use value in which the surplus valueis
expressed) can re-enter as a condition of production — as instrument of
labour or material of labour —into the sphere of production [ ... Jisasa
condition of reproduction re-incorporated into the process directly [ ... ]
so that accumulation and reproduction on a larger scale coincide here
directly. They must coincide everywhere, but not in this direct manner.
(p- 120)

Accumulation is the conversion of profit into capital, globally; in a formalway,
just by the return; really, as an effective increase of capital. Reproduction,
instead, is formally (and in a simple way) the conservation of what is not con-
sumed or the mere repurchase of the ‘conditions’ of production (essentially
the constant capital that is consumed; but even variable capital that has to be
employed again); however, really, it can be expanded reproduction (as an
increase of productive capital and as an articulation with other complemen-
tary capitals).
First of all, then, is pure conservation:

Above all it is necessary to have a clear understanding of the reproduction
of constant capital. We are considering the annualreproduction here, tak-
ing the year as the time measure of the process of reproduction [ ... ] A
large part of the constant capital [ ... ] is not consumed and, therefore,
does notneed to be reproduced [ ... ] [it] will be its purely formal repro-
duction (preservation).

(pp- 103-4)
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But there is another part of the constant capital that is used (as are all use
values) and at the same time is related to other capitals:

A second part of the constant capital is consumed annually in the pro-
duction of commodities and must therefore also be reproduced. This in-
cludes the whole of that part of fixed capital which enters annually into
the valorization process, as well as the whole of that part of constant capi-
tal which consists of circulating capital [ ... ] And as constant capital they
are all consumed during the year; whether only their value enters into
the commodity, as in the case of fixed capital, or their use value too, as
with circulating capital.

(p- 104)

In this way, expanded reproduction of capital in general interests Marx, not
only as a capital, but as all capitals globally.

On the other hand, the realized profit or surplus value is globally accumu-
lated in capital as surplus capital; but as a reproduction process, it is distrib-
uted among the capitals proportionally to ‘the given organic composition of
the capital’ (p. 109):

The accumulation of new capital can therefore proceed only under the
same conditions as the reproduction of already existing capital.

(p. 116)

If there is more constant capital than variable capital (and when increasing
productivity, as we will see in the issue of crisis, the constant capital always
increases more), then a greater portion of it would accumulate as new con-
stant capital — which would produce a falling profit rate, as we have seen.

Marx returns here to state the question of expanded reproduction in con-
nection with other capitals at the level of the production of means of
production:

There remains the question: can a part of the surplus produce be re-trans-
formed into capital (that is constant capital) through an (intermediary)
exchange between the producer, for example of machinery, imple-
ments of labour, etc., and the producer of raw material, iron, coal, met-
als, timber, etc., thatis, through the exchange of various components of
constant capital? [ ... ] they replace or form new constant capital through
this exchange of the reciprocal component parts of their constant
capital.

(p- 121)

Marx had already treated this problem in his critique of Smith.® However,
accumulation and reproduction still have difficulties. Crisis manifests these
contradictions, as we will examine in the following section.
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Further, Marx discussed different kinds of accumulation and their eco-
nomic consequences, following, in that order, numerous quotes taken from
Ricardo’s Principles, from chapters 5 (twice), 6 (twice), 7, 8, 9, 20, 22 (twice),
26 and 32 (see pp. 164-77). Because Ricardo thinks that accumulation
involves increasing variable capital only and does not consider the reproduc-
tion of fixed capital, neither can he understand that:

Accumulation for its part is not determined — directly — by the rate of sur-
plus value, but by the ratio of surplus value to the total amount of the capital
advanced, that is, by the rate of profit.

(pp. 170-1)
About the preceding, Marx indicates that for Ricardo:

Accumulation has the tendency to check accumulation, and the law of

the falling rate of profit —since agriculture becomes relatively less produc-

tive as industry develops — hangs ominously over bourgeois production.
(p- 169)

At any rate, and finally, accumulation is the ultimate objective of capital:

It is the constant aim of capitalist production to produce a maximum of
surplus value or surplus product with the minimum capital outlay [ ... ]
In this conception, the workers themselves appear as that which they are
in capitalist production — mere means of production, not an end in
themselves and not the aim of production.

(p. 175)

This is an evident ethical reference to Kant’s formulation of not placing the
person as a means (Mittel) but as an end in itself (Selbstzweck).

8.4 The ‘possibility’ and the ‘existence’ of crisis
(MECW. 32: 123-64 and 177-208)

This is perhaps, within these folios of Notebook XIII, the part of these manu-
scripts most filled with unexpected philosophical, economic and historical
consequences. The issue of ‘devalorization’ in Grundrisse’ is now the ques-
tion of the ‘possibility (Mdglichkeit)® of crisis, which is not, it should be said,
the question of the reality (Wirklichkeit) of crises:

Now the further development (Entwicklung) of the potential crisis
(potentia Crisis) has to be traced — the real (real) crisis can only be educed
from the real movement of capitalist production, competition and
credit [ ... ].

(p- 143)
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The general crisis comes into being. This is nothing other than the possi-
bility of crisis [ ... ] through which the possibility can develop into reality
(Wirklichkeit) .

(p- 142)

The general, abstract possibility of crisis denotes no more than the most
abstract form of crisis, without content, without a compelling motivating
factor [ ... ] The transition from one to the other may, however, proceed
smoothly. The most abstract form of crisis (and therefore the formal possi-
bility of crisis) is thus the metamorphosis of the commodity itself. ,
(p. 140)

In these pages, Marx uses repeatedly the concepts of ‘possibility’, ‘contin-
gency’'’ and ‘condition’."’ We are exactly situated in a central point of the
Hegelian ontology: in the passage from the Essence'” as a mere ‘possibility’
(abstract potency) to the ‘reality’ of Being (Dasein) " as real. Marx is situated
at the abstract level of the essence as possibility (that is, capital ‘in general’),
and leaves for the future (part two: competition; three and four: credit and
stock capital, etc.) the more concrete, real, complex parts of the projected
work. One has to bear in mind that Marx chooses from Latin the word ‘real-
ization’" for the transformation of commodities into money (in abstraction
or in general as yet) and uses the word ‘reality (Wirklichkeit)’ — in the strict
Hegelian sense — for the most concrete moment of the passage from the
mere ‘possibility’ to the ‘real existence’ (after even Volume 3 of Capital). In
the same manner as the crisis (and as one of its conclusions), the ‘depend-
ency’ between national capitals of different levels of development might be
treated in its ‘possibility’ (or essence: logical order) or in its ‘real existence’,
historic or concrete existence (which has frequently been wrong done in the
first place).

But first, when Marx criticized Ricardo’s ingenuous doctrine about profit,
that the commodity is not always ‘realized’, he established the question of
‘overproduction’:

[ ... ] ButRicardo is quite wrong when he seeks to refute Adam Smith by
asserting that overproduction in one country is impossible [ ... ] Over-
production does not call forth a lasting fall in profit, butitis lastingly peri-
odic. It is followed by periods of underproduction (Unterproduction) etc.
Overproduction arises precisely from the fact that the mass of the people
(Volk) can never consume more than the average quantity of necessaries,
that their consumption therefore does not grow correspondingly with
the productivity of labour.

(pp. 101-2)

If there is no coincidence, but rather contradiction and inequalities,
between production and consumption, already there lies the possibility of
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crisis. It ‘presupposes the constant disproportion’ (p. 124) between increas-
ing production (because of the increasing accumulation of constant capital
and the decreasing possibility of using workers because the necessary time
diminishes: less wages and fewer buyers) and less consumption, which
disposes of the liberal dogma of the ‘metaphysical equilibrium of sellers and
buyers, and this led to [the conclusion] that demand is determined only by
production, or also that demand and offer are identical’ (pp. 124-5).

Once the disproportion between production and ‘solvent necessities’" is
presupposed, the question can be formulated like that of the text cited at the
beginning of this chapter (which we recommend should be re-read now), or
in the following formulation:

Overproduction is specifically conditioned by the general law of the pro-
duction of capital: to produce to the limit set by the productive forces
(that is to say, to exploit the maximum amount of labour with the given
amount of capital), without any consideration for the actual limits of the
market or the needs backed by the ability to pay (zahlungsfihigkeit); and
this is carried out through continuous expansion of reproduction and
accumulation, and therefore constant reconversion of revenueinto capi-
tal, while on the other hand, the mass of the producers remain tied to
the average level of needs, and must remain tied to it according to the nature of
capitalist production.
(pp- 163-4)

In fact, and lastly, Ricardo’s mistake is the following: originally he starts from
‘the assumption that every accumulation of capital = an increase in variable
capital, that the demand for labour therefore increases directly, in the same
proportion as a capital is accumulated’ (p. 188). Marx concludes:

But this is wrong, since with the accumulation of capital a change takes
place in its organic composition and the constant part of the capital
grows at a faster rate than the variable.

(p- 188)

This is the entire problem. When diminishing the necessary time or the
wages in proportion to increasing the production, overproduction, one falls
into ‘unsaleability (Unverkduflichkeit)’ (p. 144): that is, the impossibility of
making the passage from commodity to money (C-M: sale).

This lack of equilibrium between the increase of production and the stag-
nation of consumption is not solved with the ‘natural growth of the popula-
tion” (p. 123), as Rosa Luxemburg supposed, because although there is a
great population, it is necessary that they be ‘solvent’ (that they have money,
that is wages). Overproduction, ‘plethora’ or capital abundance, growing
accumulation or expanded reproduction, surplus value realization as sur-
plus capital, are diverse ‘phenomena’ (p. 129) of ‘ the unity of differences’
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(p- 131) which are ‘forcibly destroyed’: use value/exchange value, commod-
ity/money, buy/sell, produce/consume, etc.

The one who produces cannot choose between selling or not selling. It is
necessary that he sells, and what occurs in the crisis is precisely that he cannot
sell or can only do so ‘below the cost price or maybe even sell at positive loss’
(p- 134).

If the commodity is not realized as money, there is an ‘annihilation’ or ‘de-
struction’ of capital, devalorization, crisis: ‘the crisis is precisely the phase of
disturbance and interruption of the process of reproduction’ (p. 134). And
this can always happen because of the lack of identity of production and
consumption:

What after all has overproduction to do with absolute needs? It is only
concerned with demand that is backed by ability to pay. It is not a ques-
tion of absolute overproduction as such in relation to the absolute need
or the desire to possess commodities.

(p. 137)

Indeed, an essential moment of the ‘crisis possibility’ is the non-identity
between absolute need (to be hungry or to wish for bread) and to have
money: to be solvent. ‘Need’ and ‘need-with-money’ are not the same. This is
an absolute limit of capital with respect to the Third World at the end of the
twentieth century: needy multitudes but not solvent (without money, because
they are unemployed, or semi-employed, badly paid with miserable wages,
miserable, pauper). A system would be just only when it equalized absolute
needs with absolute production, when full employment (wages, with money)
satisfied the ‘solvent needs’ with existing products (by increasing produc-
tion; by the inexistence of relative overproduction). Only in this sense ‘is
there neither partial nor general overproduction; and the one is not
opposed to the other’ (p. 137). It would be an equilibrium economy, of full
employment and the increase of social production, communal: socialism.
There can be overproduction in the Third World (as economies for exporta-
tion), because there are massive ‘unsatisfied needs’ (p. 137) of the majority of
the population. Therefore, we can conclude:

The possibility of crisis, we only say that in this form itself lies the possibil-
ity of the rupture and separation of essentially complementary phases.
(p- 139)

Crisis, then, is any deterioration, interruption or unrealization of the passage
of value from one essential determination of capital to another. In the ‘meta-
morphosis of the commodity’ (p. 141) or of value, there is crisis when the
essential mobility of capital as a whole is fixed in a moment without the nec-
essary passage to the next moment: the later phase is negated and annihilates
itself:
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The circulation process as a whole of the reproduction process of capital
asawhole is the unity of its production phase and its circulation phase
[ ... ] Therein lies a further developed possibility or abstract form of
crisis.

(p. 143)"°

Marx then studies the diverse forms of the crisis in the ‘metamorphosis of
capital’ (pp. 144ff.). There are, first, two ‘possibilities’ of crisis in the two
functions of money:

The general possibility of crisis is given in the process of metamorphosis of
capital itself, and in two ways: in so far as money functions as means of circu-
lation, there is the separation of purchase and sale, and in so far as money
functions as means of payment, it has two different aspects, it acts as measure
of value and as realization of value.

(p. 144)

In the first case, the commodity is ‘unsaleable’. The second is not about
the ‘unsaleability of the commodity’, but about the non-realization (Nichi-
realisierung) of a whole series of payments ‘based on the sale’ in a determi-
nant period of time: ‘monetary crisis’ (p. 144).

Likewise, the crisis is possible when there are produced ‘price changes’ or
‘price revolutions’. In any case, the ‘general conditions of the crisis’ must be
distinguished from its forms. One of the foregoing conditions might be ‘the
reconversion of money into productive capital’ (p. 145), of the profit asaccu-
mulation or reproduction. If the prices of raw materials rise, for example, ‘re-
production cannot be repeated on the same scale’ (p. 146): crisis. Marx
analyses a few cases, such as this one, of ‘inadequacies’ or ‘disproportions’
that oppose the identity of all the moments of capital with itself and with the
market and other capitals.

In any case, Marx returns to the essential contradiction of the crisis:

Thus nothing is more absurd as a means of denying crises, than the asser-
tion that the consumers (buyers) and producers (sellers) are identical in
capitalist production [ ... ] In order to deny crises, they assert unity where
there is conflict and contradiction.

(p- 148)

At the bottom, the argument is articulated like this:

The mere relationship of wage labourer and capitalist implies: that the
majority of the producers (the workers) are non-consumers (not-buy-
ers) of a very large part of their product [ ... ] they must always be
overproducers, produce over and above their needs.

(p- 149)
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In other words, by producing a surplus product over his necessary time, the
time necessary to reproduce his wage, his labour capacity — that is, in order to
be buyer or consumer of what he needs to live — the worker cannot buy all the
surplus product produced. The profit or overproduction (surplus value) is
the same: ‘disproportionate production’ says Marx. From here is also derived the
non-identity of the extension of production and the market, i.e. ‘the market
expands slower than production’ (p. 153).

Returning once again to the disproportion between production, in its
unstoppable development, and the limited consumption, Marx makes an
important distinction:

The word overproduction is itself an error. So long as the most urgent
needs of a large part of society are not satisfied, or only the most immedi-
ate needs are satisfied, there can of course beabsolutely no talk of an over-
production of product [ ... ] On the contrary, it must be said that on the
basis of capitalist production, there is constant underproduction in this
sense [ ... ] But overproduction of products and overproduction of com-
modities are two entirely different things.

(p- 156)

‘Products’ satisfy human needs (even though the subject of need may not
have money, for example in a utopian community, nor necessarily with
money in a socialist society) ; the ‘commodity’ must be exchanged for money:
if the needy person does not havemoney, he cannot be a consumer because he
is not a ‘solvent needy’. For Ricardo, and capitalist economists in general,
‘the overproduction of commodities is denied but the overproduction of capital is
admitted’ (p. 162), because they admit that surplus value, or profit, the more
money is produced as unsaleable surplus product.

By the same token, in analysing the question of machinery, where Ricardo
was inspired by John Barton, the author of the Observations on the Circum-
stances which Influence the Condition of the Labouring Classes of Society (London,
1817), Marx shows that the incorporation of better means of production in
order to increase the productivity of labour constitutes a crisis factor,
because it increases the disproportion between production and consump-
tion. In the machine, less labour is objectified than it displaces (pp. 178ff.).

But the machine not only displaces labour, but also annihilates capital:

The mechanized loom originally replaced the hand-loom weaver [ ... ]
In this case, not only is the labourer displaced, but his instrument of pro-
duction too ceases to be capital (in the Ricardian sense). This entire or
compete devaluation of the old capital [ ... ] Itis ridiculous to say in this
case that the ‘old capital’ continues to make the same demand on labour as
before.

(p. 182)
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This question, like all the previous ones, is very important for a theory of
dependency — because incorporation of more developed technology on the
part of the more advanced capital of the central countries annihilates under-
developed capital.

Barton has great merit regarding the matter of overpopulation — such a
reality in Latin America. Smith thought that population increases along with
capital. Barton on the other hand says that:

The demand for labour does not grow proportionally with the develop-
ment of machinery, but that the machines themselves ‘make population re-
dundant’ i.e. create surplus population.

(p. 202)

But although Barton, like others, guesses right materially, he does not do so
formally. It is true, according to Barton, that the incorporation of machinery
diminishes the employment of workers when there is less ‘circulating capi-
tal’. On the other hand, explains Marx, the diminution of workers is offset in
the ‘immediate process of the production’ (p. 203), when the necessary time
diminishes in relation to the labourers’ surplus labour time.

Last, and in order to answer Barton’s reflections about the increase or
decrease of wages with respect to the population, Marx develops a subject
that had not been discussed since the beginning of Grundrisse, when he said
that one cannot begin with the population, but population has to be
explained (as an explained concrete) from the concrete totality of capitals, as

a unity of multiple determinations.'” This is a magnificent explanation (pp.
206-7).



9 The fetishism of vulgar and
apologetic economics

Notebooks XIII to XV, pp. 753-944;
October and November of 1862
(MECW. 32: 209-541)

Classical political economy occasionally contradicts itself in this analysis.
It often attempts directly, leaving out the intermediate links, to carry
through the reduction and to prove that the various forms are derived
from one and the same source. This is however a necessary consequence
of its analytical method, with which criticism (Kritik) and understanding
must begin. Classical economy is not interested in elaborating how the
various forms come into being (genetisch zu entwickeln), but seeks to
reduce them to their unity by means of analysis, because it starts from
them as given premisses. But analysis is the necessary prerequisite of
genetic presentation (genetische Darstellung) , and of the understanding of
the real, formative process in its different phases. Finally a failure, a defi-
ciency of classical political economy is the fact that it does not conceive
the basic form (Grundform) of capital, i.e. production designed to appro-
priate other people’s labour, as a historical form but as a natural form of
social production.

(p. 500)

These Notebooks, the last of the ‘theories of surplus value’ (but do not
exhaust it because further ahead yet other matters and authors are treated)’
include also the beginning of subsequent matters. They are like an intermezzo,
and for that the final reflections about ‘income’ (section 9.5 of this chapter)
enable us to make a kind of conclusion of this second part, which goes from
chapters 4 to 9. Once again, we have wanted to respect the order of Marx’s
Notebooks and not to treat here the subsequent considerations of Hodgskin,
Ramsay, Cherbuliez and Jones, because, as we will see, there are later discov-
eries that should not be anticipated. The reflections about fetishism perfectly
conclude Marx’s studies of surplus value.

9.1 Surplus value in Malthus (MECW. 32: 209-58)

We know well that Marx did not feel any sympathy for Malthus.” But he
acknowledges that Malthus has at least some merit: he has discovered the
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fundamental limitation of Ricardo’s theory of surplus value. In his Political
Lconomy Principles, Malthus wrote:

Itis clear then that profits must be regulated upon a principle essentially
different from that stated by Mr Ricardo, and that instead of being deter-
mined by the varying value of a certain quantity of labour employed,
compared with the given value of the commodity produced, they will be
determined by the varying value of a commodity produced in compari-
son with the given value of a certain quantity of labour employed.
(Malthus 1986: 293)

About which Marx comments:

The real contribution made by Malthus in his three books is that he
places the main emphasis on the unequal exchange between capital and
wage labour, whereas Ricardo does not actually explain (entwickelt) how
the exchange of commodities according to the law of value (according
to the labour time embodied in the commodities) gives rise to the un-
equal exchange between capital and living labour (lebendiger Arbeil) | ... ]
This excess constitutes the surplus value; its size determines the rate of
valorization.

(p. 210)

However, Malthus ‘ confuses the value of money or the commodity as capital
[ ... ] with the value of the commodity as such’ (p. 211); that is, although he
notices that the price of the commodity is greater than the cost (thatis, there
is a surplus beyond the paid labour), he attributes this surplus to the higher
prices that the buyer pays. What happens, according to Malthus, is that the
buyer pays with labour (being the fruit of his own work, or rent or some other
income). The surplus labour that the commodity contains is not realized in
the production process, but in the moment of the sale. The one who buys
delivers more materialized labour (in money) than the labour objectified in
the commodity (the commodity’s value):

Consequently he falls back in his exposition, as we shall see, on the fatu-
ous conceptions of the Monetary System, on profit wpon expropriation,
and gets completely entangled in the most hopeless confusion. Thus
Malthus, instead of advancing beyond Ricardo, seeks to drag political
economy back to where it was before Ricardo, even to where it was be-
fore Adam Smith and the Physiocrats.

(p. 211)

For Ricardo, the expense of capital is less than the value of the product ( =P;
expenses = E; E < P), but for Marx the value of the commodities, or of a com-
modity and money, are equal (E < P = C = M). For Malthus, on the other
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hand, the costs and the product have the same value; however, the commod-
ity has more value, because it includes profit, which is paid with greater accu-
mulated or materialized labour (E = P < C = M). Again, Marx has to raise the
objection, as against the mercantilists: because the commodity is sold for
more than its value and the buyer is the one that pays the profit, then the
buyer would be robbed. According to this, the only buyer who would pay
more than the value of the product would be, once again, the working class as
‘totality’.

In fact, there are three possible kinds of buyers. A capitalist who buys
capital from another:

If one person sells unpaid labour, the other person buys with unpaid la-
bour. Both realize unpaid labour — one as seller, the other as buyer.
(p. 213)

The second possibility is the ‘independent producer’. Also in this case, as in
the previous one, if he pays more when buying, then he recovers the loss
when selling.

Only in the third case, because the worker is never the seller of a product, but
only of his living labour, does he appears to be the only real loser, in the buying,
according to Malthus, or in the productive process, according to Marx:

Thus the worker is the only one who pays for all commodities above their
value even when he buys them at their value, because he pays money, the
universal equivalent, above its value for labour.

(p. 214)

Of which Marx comments, criticizing Malthus from his own categorial
perspective:

His profit [of the capitalist] — as far as this worker is concerned — arises
not from his having sold the worker the commodity above its value, but
from his having previously bought it from the worker, as a matter of fact
in the production process, below its value.

(p.- 214)

Only in the case of considering the classes as ‘totalities’ is it understood that
the exchange between them is always unequal. That is, the totality of the
living labour of the working classes subsumed by capital is higher in its value
produced than the totality of the money received as wages. As aresult, on one
hand, the totality of the money of the working class cannot buy the totality of
its own product and, on the other hand, the surplus that is impossible to
buy because of its insufficient money, or because the surplus production is
not paid for in the wage, cannot be appropriated as profit by the totality of
the capitalist class. The capitalist class factions, the productive industrial
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capitalists and other unproductive rentiers, might exchange between them
without a loss:

So that each loses as a buyer what he gained as a seller. The only excep-
tion is the working class (Arbeiterklasse). For since the price of the prod-
uct increased beyond its cost, they can only buy back a part of that
product, and thus another part of the product, or the price of another
part of the product, constitutes profit for the capitalist.

(p. 216)

‘The capitalist class’ sells the rest, which is impossible for the workers to buy, to
‘buyers who are not sellers. [ ... ] Hence the necessity of landlords, pensioners,
sinecurists, priests. [ ... ]’ (p. 216). In this way, Malthus produces an apology in
favour of unproductive labour, of the idlers who in their laziness allow the sur-
plus production to be realized as profit. But in fact this is absurd, because the
money received by the unproductive class from the productive classes is not
new value, but already created value. Where does it come from? Malthus does
not know. Marx insists it comes only from the ‘living productive (lebendiger
productiver) labour > (p. 215) of the worker. Therefore, Malthus ‘in a confused
(confus) way, though on the basis of a correct surmise (Ahnung) [ ... falls
however] into nonsensical, vulgarized conceptions’ (p. 215). That is:

In other words, it means nothing more than that cost price and value are
identical, a confusion which, in the case of Adam Smith, and still more in
the case of Ricardo, contradicts their real analysis, but which Malthus el-
evates into law.

(p- 225)

‘What was for Ricardo a contradiction to the law of value, for the mercantilist
position of Malthus could be elevated to a law: the inequality between the
value of costs paid by capital and the price of the commodity (which includes
profit).”

All the rest of the Marxist critique is captured in the following formulation:

The working class, which according to the population principle is always
redundantin relation to the means of subsistence available to it, overpop-
ulation arising from underproduction.

(p. 244)

‘Underproduction’ means here ‘not solvent needs’ — that is, the working
class as a totality has more needs than money, or less ‘buyable’ products than
needs. On the contrary:

The capitalist class [is] driven into production by the urge for accumu-
lation [ ... ] [TThe only way to avoid overproduction, which exists
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alongside overpopulation in relation to production [ ... ] [is] non-

producers and idlers. The disproportion arising from overproduction by

the capitalists by means of overconsumption by those who enjoy wealth.
(p. 244)

That explains the positive appreciation that Keynes felt for Malthus. The
solution to the crisis of 1929 was full employment, more spending, the cre-
ation of a market, confident buyers.

9.2 The disintegration of the Ricardian school
(MECW. 32: 258-371)*

Two methodological reflections are necessary before beginning the subject
matter of this section. First of all, here lie some of the deepest discussions, in
all of Marx’s work, about the question of the fetishism, which he articulates
regarding the concepts of ‘absolute’ and ‘substance’.” In fact, many times
one talks about the fetishism of the commodity, or money or capital, but no
one warns that all fetishism ontologically follows from the fetishization or
‘autonomization’ of value itself:

The wiseacre” transforms value into something absolute (absolul), * a property of
things’, instead of seeing in it only something relative (relativ), the relation
of things to social (gesellschafilich) labour, social labour” based on private
exchange, a relation in which things are defined not as independent
(selbstimdig) entities, but as mere expressions of social production.

(p. 317)°

The following must be added in order to understand Marx’s discourse:

The development of capital already presupposes the full development of
the exchange value of commodities and consequently their inde-
pendent existence (Verselbststindigung) as money. The point of depar-
ture in the process of the production and circulation of capital is the
production and circulation of capital, is the independent form of value
which maintains itself, increases [ ... ] It is not only an independent
expression of value as in money, but dynamic (procezirend) value, value
which maintains itself in a process in which use values pass through the
most varied forms. Thus in capital the independent existence of value is
raised to a higher power than in money.

(p- 318)

And, before talking about the text commentary, yet a third quote:

The social character of labour ‘manifests itself” in a perverted form — as
the ‘property’ of things: thata social relation appears as a relation between
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things (between products, values in use, commodities). This appearance
(Schein) is accepted as something real by our fetish-worshipper, and he
actually believes that the exchange value of things is determined by their
properties as things.

(p. 317)

How deeply our wiseacre has sunk into fetishism and how he transforms
what is relative into something positive.
(p- 316)

We are now in the presence of a central thought of Marx: value is relativein all
its aspectsgz (a) because living labour is its creative source; (b) because
exchange is its destination; (c) and because its own character is objectified
social labour, materialized. Value can never be ‘absolved’ (absolute) from
relativity. Its essence is a ‘social relationship’. To ‘absolutize’ is the first
moment of capital fetishization as such, in its most fundamental nature.

A second question is analysed by Marx. He frequently uses the denomina-
tion of ‘production cost’ and ‘cost price’ (see pp. 269-73) and with the later
content of ‘price of production’:

This is the cost price, and when one speaks of production costsin the proper
sense (in the economic, capitalist sense), then the term denotes the value
of the advances + the value of the average profils.

(p. 272)

As we can see, Marx has not yet decided on the definitive name for the con-
cept. The ‘genetic constitution’ (see sections 9.4 and 12.4) of the category has
not yet concluded.

Returning to the subject matter of this section, Marx confronts first
Torrens’ theory, but from a general theoretical framework, regarding all the
‘Ricardian school’:

All the exposition about the Ricardian school brings up the dissolution
of this school in two points: (1) Exchange between capital and labour,
according to the law of value; (2) Formation of the general profit rate.
Identification of surplus value and profit. The misunderstanding of the
relationship between value and cost price.

(p. 273)

For Ricardo, the unequal exchange between capital and labourwas an excep-
tion to the law of value. But he did not deny the law and he accepted the con-
tradiction in this case. The fall of the Ricardian school consists, to Marx’s eyes,
in considering ‘the phenomenon as the law (das Phéinomen als das Gesetz) of the
phenomenon’ (p. 262). One passes in this way from ‘classical economics’ to
‘vulgar economics’, that is something like a sort of ‘academically syncretic
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and unprincipled eclectic compilations’ (p. 501). Robert Torrens, in his An
essay on the production of wealth (London, 1821), is not aware of the contradic-
tion, but takes it as a fact because of the development of humanity. The contra-
diction would have existed in an ‘early stage period of society’, but the
presence of capital surpasses the contradiction; for Marx, in fact, the vulgar
analysis of the decadent economists covers up the contradiction:

[Torrens] according to whom the value of commodities was determined
by the labour time embodied in them ‘in the early period when men
confronted one another simply as owners and exchangers of goods, but
not when capital and property in land have been evolved. This means
[ ... ] that the law which applies to commodities qua commodities, no

longer applies to them once they are regarded as capital.
(p. 264-5)

The contradictory ‘phenomenon’ was ‘intuited (ahnt)’ (p. 262) by Ricardo
as a problem, because it ‘upsets the value of law’ (p. 264). For his followers
(apparently critics) the contradictory phenomenon was transformed into
the nature of things.

In any case, Torrens has the merit of having launched the dispute regard-
ing the content of the concept of ‘cost of production’ (pp. 2691f.). Marx
relates it to ‘cost price’, ‘price’, ‘commodity cost’, ‘natural price’, ‘market
price’, etc. One can see, as we have said before, that Marx does not yet
assume a definitive position.

James Mill, in his Elements of Political Economy (London, 1821), already goes
far away from the reality that Ricardo relied on:

The underlying contradictions themselves testify to the richness of the
living foundation from which the theory itself developed. It is different
with the disciple. His raw material is no longer reality ( Wirklichkeit), but
the new theoretical form (theoretische Form) in which the master had sub-
limated it. It is in part the theoretical disagreement of opponents of the
new theory and in part the often paradoxical relationship of this theory
to reality (Verhdltniss dieser Theorie zu der Realitit) which drive him to seek
to refute his opponents and explain away reality [ ... ] Mill wants to pres-
ent bourgeois production as the absolute form of production and seeks
therefore to prove that its real contradictions are only apparent ones.
(pp- 274-5)

In other words, Marx clarifies that all theory, when it is explicative, is an
expression of reality. Because of that, Ricardo, who still had reality as the refer-
ence of his theory, as the living fundament, clearly discovered the contradic-
tion as contradiction and considered it as an exception. His disciples,
instead, considered the teacher’s ‘new theoretical form’ as the ‘raw materi-
als’ of their theory, fetishized it, eliminated from it the contradictions and
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judged it as reality itself. The ‘only apparent (scheinbar)’ (p. 275) turns real.
And ifitis true that ‘the same historical interests (Interesse) — those of industrial
capital against landed property’ (p. 275) —were the basis for the theorization
of Ricardo and J. Mill, in the former it was a correct expression of an
authentic, serious thought, while in the latter it was fetishized, ideologized,
vulgarized.

The superficial explanations of J. Mill help Marx to understand (as we
have explained in Chapter 1) the relationship between capital and living
labour (see pp. 277-88). Mill, like all the rest, did not discover the necessary
‘connecting links (Mittelglieder)’, the categories that would express the devel-
opment of reality, but he ‘subordinated directly the concrete in the abstract’
(pp. 277-8). Once again, Marx distinguishes clearly between ‘labour’
(living) and ‘labour capacity’ (p. 279) —and does not speaks yet of ‘potency’
or ‘labour force’. In short, these are magnificent pages where the Marxist
position about the unequal exchange between capital and labour is summa-
rized. Marx concludes:

This in fact is the contradiction in which bourgeois society develops, as
has ever hitherto existing society, and this is declared to be a necessary
law,i.e. the existing state of affairs is declared to be absolutely reasonable
(absolut verniinflig).

(p. 287)

It seems that Marx’s ‘epistemological attention’ is growing. Every time there
are more and more reflections: about the method, about the status of the
economist’s discourse. It seems that Marx is acquiring a greater explicit con-
sciousness of the way of ‘developing’ his own discourse. The critical confronta-
tions have given him the sufficient epistemological ‘security’ to continue his
more systematic investigations later.

We should note from now on that for Marx the opposite of the scientific,
dialectic, correct, is the fetishized; what one considers as real or essential is
merely the ‘apparent’, what emerges from ‘capital’s fetishist form
(Fetischgestalt des Capitals)’ (p. 458). The opposition is between ‘science’ and
‘fetishism’ (and not ‘science’ and ‘ideology’ as for Althusser), at least for
Marx himself.

Marx treats two more questions regarding Mill. First of all, the non-
understanding of the industrial ‘cost price’ (‘the value of the advanced capi-
tal plus the average profit’; p. 290) in relation to absolute rent (p. 288).
Second, the claim to demonstrate ‘the direct identity of the supply and
demand’ (p. 290). Marx writes:

One can conclude from his logic that he takes over the quite illogical
Ricardian structure (unlogische Struktur), which we analysed earlier, and
naively regards it on the whole as a ‘natural order’.

(p. 293)
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Marx studies eight more authors. In first place, Guillaume Prévost (1799—
1883), in his Quelques observations sur le systeme de Ricardo (Paris, 1825) —which
Marx mentions as Réflexions — is based on J. Mill, and explicates Ricardo.
These lines are worth quoting for our purposes:

Loss and gain within a single country cancel each other out. But not so
with trade between different countries [ ... ] 3 days of labour of one
country can be exchanged against one of another country, a point not
noted by Say. Here the law of value undergoes essential modification.
The relationship between working days of different countries may be
similar to that existing between skilled, composed labourand unskilled simple
[labour] within a country. In this case, the richer country exploits the
poorer (drmer) one, even where the latter gains by the exchange.

(p. 294)

From the polemic work Observations on certain verbal disputes (anonymous,
London, 1821), it is worthwhile underlining what we have already partly
referred to (in section 7.3) as the following problem: that neither living
labour nor land has any value; the ‘labour capacity’ has value, and, regarding
land, what is paid is ‘the price which is paid for capitalized rent’ (p. 299) —
that is, the right of demanding a rent from the property of land.

Regarding An inquiry into those principles ... (anonymous, London, 1821),
also Marx shows, on the one hand, an infinite patience to continue his cri-
tiques, but, on the other hand, he understands that the ‘critical confronta-
tions’ are coming to their end — because he is considering works that are
turning from vulgar into apologetic ones. The same can be said regarding
the work of Thomas Quincey (1785-1859), most of all The logic of political
economy (Edinburgh, 1845).

To Samuel Bailey (1791-1850), instead, regarding his work A critical disser-
tation on the nature, measures and causes of value (London, 1825), Marx dedi-
cates nearly twenty-five pages of his Notebook XIV. Later these reflections
will appear in Book I of Capital. Bailey enables Marx to explore his point of
view about value and to criticize the clear fetishist position of the ‘know-it-all’
(pp- 312-53); we analysed this subject at the beginning of this section. This
text should be placed between the reflections expressed in Chapter 1 of the
Contribution (1859) and the first three paragraphs of Chapter 1 of Volume I
of Capital;itis an intermediate text with progress in relation to the Contribution:

Hence the individual commodity as value (als Werth), as the embodiment
of this substance entity (Dasein), is different from itself as use value, as an
object thing (Ding) quite apart from the expression (Ausdruck) of its
value in other commodities. As the embodiment of labour time, it is
valuein general (Werth iiberhaupt), as the embodiment of a definite quan-
tity of labour time, it is a definite magnitude of value.

(p- 315)
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The references to Hegel’s Logic are explicit, technical and continuous. The
‘thing’ commodity, a more developed and concrete level of the ‘concept of
being’, abstractly contains value which is ‘being’ as such, indeterminant qual-
ity, ‘[ ... ] qualitatively the same and differ only quantitatively according to [ ... ]
labour time’ (p. 315); with determinant quantityas ‘degree’ or ‘magnitude’."’

But even if the magnitude of value could be determinant in itself as such,
Marx is far from thinking that value could be an ‘absolute’:

It is quite wrong to say that the value of a commodity is thereby trans-
formed from something relative into something absolute [ ... ] as value it
appears as something merely posited, something merely determined by
its relation (Verhdltniss) to socially necessary, equal, simple labour time.
It is to such an extent relative that when the labour time required for its

reproduction changes, its value changes.
(p- 316)

That value is ‘posited’’’ means the opposite of the ‘Being’ (the undifferenti-
ated absolute): the ‘being’ (thing) is a term of a relationship. And as always,
in the Grundrisseand Capital, the question of the ‘social’ condition, ‘as alien-
ated (entdussert) individual labour’ (p. 318), is related to the question of the
fetishism: the value that is a relative entity to the Being of human beings, is
attributed to things, to the thing in itself or as a relationship among things:

Bailey is a fetishist in that he conceives value, though not as a property of
the individual object (considered in isolation), but as a relation of objects to
one another, while it is only a representation in objects, an objective ex-
pression, of a relation between human beings, a social relation, the rela-
tionship of human beings with their reciprocal productive activity.

(p- 334)

Marx analyses many other subjects that we will not include because they are
easy to understand with a simple reading.

Marx has an even more negative judgement about McCulloch than about
Malthus: scientifically, because he was an apologist for the ‘existing state of
affairs’ (p. 353), but also because he supported the interests of landlords
and, especially, because of the contempt that he shows towards the working
class: ‘his only fear, driven to ridiculous extremes, is the tendency of the rate of profit to
Jfall (p. 353). Against what many vulgar, cosmological (positivist or dog-
matic) materialists thought, Marx stands for the defence of labour as human,
instead of the mere physical or animal activity:

The miserable Mac has taken Ricardo to extremes, he who, in his incogi-
tant efforts to utilizethe Ricardian theory eclectically along with those op-
posed to it, identifies its principle and as socially determined human
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activity — with the physical, etc., action, which commodities possess as use
values, as things. He who abandons the very concept of labour itself!
(p- 366)

Facing this, Marx had no option but to conclude:

This vulgarization of Ricardo represents the most complete and most
frivolous decline of Ricardo’s theory.
(p. 367)

Edward Gibbon Wakefield (1778-1857), in his work England and America
(London, 1833, vols. I-1II), treats in part the question of the exchange
between ‘past labour’ and ‘present labour’, and he has the intuition that
‘profit would be inexplicable if wages corresponded to the value of labour’
(p. 371).

Patrick James Stirling (1809-91), in The Philosophy of Trade (Edinburgh,
1846), adds nothing new because he represents a vulgar return to primitive
mercantilist theories.

As we will later see (section 9.4), Marx gradually understands that only
the ‘classics’ are important, scientific, serious. The rest is non-scientific
decadence.

9.3 Critical reactions (MECW. 32: 373-449)

Leaving aside the socialist critics, Marx considers the critics that emerge from
the sinews of the capitalist discourse itself. He deals with three works or
authors.

In first place, the short work The source and remedy of the national difficulties ...
(London, 1821), by an anonymous author. One cannot say that Marx learns
something new; not even the confrontation takes him to new problems. The
work has become tedious and it is necessary now to finish the inventory. This
work ‘bluntly describes surplus value — or profit, as Ricardo calls it (often also
surplus produce), or interest, as the author of the pamphlet terms it — as surplus
labour, the labour which the worker performs gratis’ (p. 374). In addition,
Marx begins a transition that would take him about 232 pages of Notebooks
XIV to XVIII (MECW. 32: 374 to MECW. 33: 253); he slowly gets into the ques-
tions of accumulation, interest, mercantile capital, profit, etc. Later he returns
to the three authors being studied here, now under a more adequate title:
‘Proletarian opposition'” starting from Ricardo’ (MECW. 33: 253), which is
really the position of the three authors or works that Marx is now considering.

Indeed, Marx is aware that these authors, under a ‘more or less economic,
utopian, critical and revolutionary form’ (p. 500), from the ‘surplus product’
(p.- 397) point of view, or from ‘surplus labour’ (p. 229) or the ‘unproduc-
tiveness of capital’ (p. 234), understand that ‘labour is everything (Die Arbeit ist
alles)’ (p. 394).
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If for Hegel ‘truth is everything’'” — that is to say, the concept is absolute in
itself only in the case of being totally developed as ‘absolute knowledge’ — for
Marx the truth of capital (and of political economy) is ‘labour’.

Returning to our anonymous author, we see that Marx has a clear under-
standing of his limitations — because his ‘epistemological attention’ grows:

The pamphlet is no theoretical treatise. It is a protest against the false
reasons. [ ... ] It does not, consequently, make the claim that its conception
of surplus value as surplus labour carries with it the general criticism
(allgemeine Kritik) of the entire system (Gesammisystem) of economic categories [ ... ].
The author stands rather on Ricardian ground and is only consistent in
stating one of the consequences inherent in the system itself and he
advances itin the interest (Interesse) of the working class against capital. [ ... ]
[T]he author remains a captive of the economic categories as he finds them.
(p- 388)

In a way, Marx describes here the work performed in the Theories of Surplus
Value: a general criticism of the entire system of economic categories. From
where did Marx perform that criticism? We will see that later — the question is
absolutely central, actual and essential for us, Latin Americans of the begin-
ning of twenty-first century in a non-revolutionary situation (see section
12.2).

The anonymous author is often correct in his critique of the capitalist and
in his description of surplus value (‘the capitalist will exact from the labour-
ers the produce of every hour’s labour beyond what it is possible for the
labourer to subsist on’ (p. 374); on the function of foreign commerce, that
absorbs the revenue of capitalists in ‘foreign luxury goods’ and that impedes
the ‘reconversion of surplus product into capital’ (p. 377) — with that Marx
begins to consider the question of ‘accumulation’;' and ‘spare time’ for
‘free activities’ (pp. 389ft.); etc.

The issue is, now, that the surplus product accumulates as capital. The reve-
nue (profit, realized surplus product) can follow a double path:

(1) Reproduction on the existing scale. (2) Reproduction on an ex-
panded scale, or accumulation; transformation of revenue into capital.
(p. 382)

We return to subjects previously discussed.'” Regarding ‘reproduction’,
Marx insists that the realized value not only returns as variable capital, but
also as constant capital. One part reproduces wages, while another part main-
tains the value of constant capital. In this way, ‘it is equally correct that the
labour added during the yearis not represented entirely by that part of the prod-
uct which can be resolved into wages and profits’ (p. 385).

Regarding ‘accumulation’ or ‘reproduction at an expanded scale’, Marx
analyses its diverse possibilities (either accumulation of variable capital or of



132 The fetishism of vulgar and apologetic economics

constant capital). In any case, ‘the new capital consists solely of the appropri-
ated labour of other people’ (p. 386).

Piercy Ravenstone (born in 1835), author of Thoughts on the Funding System
and its Effects (London, 1824), adequately states the objective category of rela-
tive surplus labour, a theoretical accomplishment reached, as in the previous
case, because they ‘defend the interest of the proletariat (proletarische Interesse)’
(p- 394). ‘Interest’ —as a fundamental or radical project — opens the possibility
of the theory."® For all of them, in a strict Ricardian sense, labour is the only
creative source of value, of surplus value.

In third place, Thomas Hodgskin (1787-1869), in his work Labour
Defended against the Claims of Capital (London, 1825) and in Popular Political
Economy (London, 1827), enables Marx to settle again some epistemological
questions. The economists, he says:

[ ... ] simply express in theoretical terms the notions of the practical hu-
man beings who are engrossed in capitalist production, dominated by it
and interested (interessiert) in it.

(p- 399)

Ifin capitalist production — hencein political economy, its theoretical expres-
sion — past labour were met with only as a pedestal, etc., created for la-
bour by labour itself, then such a controversial issue would not have
arisen. It only exists because in the real life of capitalist production, as
well as in its theory, materialized labour appears as a contradiction to itself,

to living labour.
(p- 409)

From the ‘bourgeois perspective’ — as expressed before — or from the real
interest of the capitalist class, captivated and dominated by its effective condi-
tioning, ‘theory’ can only express certain ‘representations’ — or constitute
determinant ‘categories’ — and not others. For that, ‘Hodgskin himself starts
out from a standpoint which is economically narrow-minded’, as he con-
ceives ‘capital as an eternal production relation’, and reduces it to ‘the accu-
mulation of the skill and the knowledge (scientific power) of the worker’; itis a
‘lofty idealism’ against the ‘rough material fetishism’ or ‘a crude materialism
directed exclusively towards the satisfaction of coarse appetites’ of a
McCulloch (pp. 399-400).

In all the discussion about the subject of accumulation, Marx distinguishes
three levels:

This historical actis the historical genesis of capital, [ ... ] Accumulation of
capital on the basis of capital itself, and therefore also on the basis of the
relationship of capital and wage labour [ ... ] Concentration of capital. Ac-
cumulation of large amounts of capital by the destruction of the smaller
capitals. Attraction. Decapitalization of the intermediate links between
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capital and labour [ ... ] As functionaries of the process which at the same
time accelerates this social production and thereby also the development
of the productive forces, the capitalists become superfluous in the mea-
sure that they, on behalf of society, enjoy the usufruct and that they be-
come overbearing as owners of this social wealth and commanders of social
labour.

(p- 449)

Hence, the end of capitalism, the time of globalization, would be its own ‘de-
struction,’ ‘decadence (Untergang)’ (p. 449) and the passage to a superior
moment of history.

Letus recall some of the multiple topics that Marx discusses in these pages
(pp- 403-49).

First of all, primitive accumulation is not a mere possession of money
(hoard).

Thus primitive accumulation, as I have already shown,'” means nothing
but the separation of labour and the worker from the conditions of
labour, which confront him as independent forces [ ... ] Once capital
exists, the capitalist mode of production itself evolves in such a way that it
maintains and reproduces this separation on a constantly increasing
scale until the historical reversal takes place.

(p- 405)

. 18 .
In the second place, accumulation, ™ by the means of reproduction as we
have seen, is transformed into a permanent movement:

Accumulation by means of the reconversion (Riickverwandlung) of
profit, or surplus produce, into capital now becomes a continuous process.
(p- 405)

Hence, capital becomes, totally, ‘as force [ ... ] which is alienated (entfremdet)
from labour’ (p. 405), that returns to itself in perpetual circulation; and
hence, ‘the rhythm of reproduction accelerates’ (p. 418). The ‘accumu-
lated’ capital, on the other hand, is either ‘fixed capital’ (buildings,
machinery, etc.), or ‘raw materials and instrumental materials’, or a stock
of commodities (p. 424), but, mainly, ‘the worker’s skill, the degree of
development of labour’ (p. 427). Marx studies the way in which interest can
be accumulated. And last, there are reflections about three independent
phenomena: the ‘rate of exploitation’, the ‘rate of profit’, and the ‘accumu-
lation of capital’, because some of these can increase or decrease, but not
the rest.
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9.4 The fetishism of revenue: a sort of conclusion of the
‘theories of surplus value’ (MECW. 32: 449-541)

Through these Notebooks of the second part of our work, Marx has been
acquiring progressive consciousness, in the ‘critical confrontations’ with the
diverse representatives of capitalist political economy, of the epistemological
‘handling’ of these authors. Neither of them can even conceive of Marx’s
programme as a project, that is, to perform ‘a general criticism of the entire
system of economic categories’ of capitalism, as we have seen in the previews
section. Indeed, this is what Marx claims to do with these ‘theories of surplus
value’. Itis neither a historynor a surplus value theory: itis a creative or generat-
ing confrontation of categories; a ‘general criticism’ of the capitalist economy:

Classical economy is not interested in elaborating how the various forms
come into being (genetisch zu entwickeln)," but seeks to reduce them to
their unity by means of analysis, because it starts from them as given pre-
mises. [Read the fully copied text at the beginning of this chapter.]

At the beginning of the Grundrisse, Marx had as his task to dialectically con-
struct a certain order in the development of categories.”” Now, only now, at
the end of the theoretical experience of these numerous ‘critical’ confronta-
tions, Marx has a clear understanding of his initial project: the ‘genetic devel-
opment’ of categories, the ‘genetic exposition’ or ‘representation’ of the
content of the ‘concepts’ of a ‘science’ as a new system. Marx carefully uses the
notion of ‘science’,” but is self-conscious of his handling:

Altogether his criticism [of Proudhon] is that of a novice, he has not
mastered the first elements of the science (Wissenschafi) he intends to
criticize.

(p. 527)

We will not elaborate here (see Chapter 12), but we do wish to recall once
again that for Marx the opposite of ‘science’ is ‘fetishism’ (and not simply
‘ideology’, as it is for Althusser) and, therefore, that these pages might be
considered as a ‘conclusion’ of the ‘theories of surplus value’, because Marx
gradually understood the increasing degree of fetishization in which the dis-
course of economic ‘science’ was falling into. For Marx, the decadence advanced
in three levels of mystification: (a) from classical to vulgar economics; (b)
from the latter to the apologetic; and (c) from the latter to the professorial form:

Since such works only appear when political economy has reached the
end of its scope as a science, they are at the same time the graveyard of this
science.

(p. 501)
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Interest-bearing capital, a question that Marx had already started with
Hodgskin and that is the subject matter of these pages (Revenue and its
sources), is the ideal theoretical location for non-science:

The complete reification, inversion and derangement of capital as interest-
bearing capital [ ... ] is capital which yields ‘compound interest’. It appears
as a Moloch demanding the whole world as a sacrifice belonging to it of
right, whose legitimate demands, arising from its very nature, are how-
ever never met and are always frustrated by a mysterious fate.

(p- 453)

Its ‘mysterious’ fetishization is manifested in the fact that it appears to be the
source of value:

In the form of interest-bearing capitalit becomes quite obvious that capital
without expending any labour appropriates the fruits of the other peo-
ple’s labour. For it appears here in a form in which it is separated from
the production process as such. But it can do this only because, in this
form, itindeed enters by itself, withoutlabour, into the labour process, as
an element which in itself creates value, of the product without labour, it
has also created it without labour, ex proprio sinu, out of itself.

(p. 502)

Once the capital is ‘fetishized’, then ‘the vulgar economists, on the other
hand, feel completely at home, precisely with the alienated (entfremdet) formin
which the different parts of value confront one another, just as a scholar is
familiar with God the Father, God the Son, and God the Holy Ghost, so
are the vulgar economists with land rent, capital interest, and labour wages’
(p- 502).

The process of fetishization (or non-science) is a progressive separation
from ‘livinglabour’; it is not possible to understand the relationship between
the ‘categorial system’ and ‘living labour’. Marx, on the contrary, conceives
economic science as the ‘genetic development’ of the concept of living
labour; from there he not only makes the ‘general criticism’ of all the catego-
ries already constituted, but also constitutes his own categories, explaining
some of them starting from other categories, without jumps and without vio-
lating the law of value. It is about the ‘development’ of the concept of capital
from the ‘criticism’ — effectuated from the exteriority or from the non-capital
— from %ivinglabour’. We return to this point later.*

The epistemological levels of progressive non-scientific fetishism are the
following:

Classical political economy seeks to reduce the various fixed and mutu-
ally alien forms of wealth to their inner unity by means of analysis and to
strip away the form in which they exist independently alongside one
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another [ ... ] It therefore reduces rent to surplus profit, so that increases
to be a specific, separate form and is divorced from its apparent source,
the land.

(p. 499)

Marx had respect for classical economics because, although it identifies
profit and surplus value or confuses ‘a historical form’ (capitalism) as if it
were ‘a natural form’, it has consciousness of its contradictions or at least it
states them, while ‘vulgar economics’ falls into a first level of fetishization.

Only when political economy has reached a certain stage of develop-
ment and has assumed well-established forms — that is, after Adam Smith
— does the separation of the element whose notion of the phenomena
consists of a mere reflection of them take place, i.e. its vulgar element be-
comes a special aspect of political economy. Thus Say separates the vul-
gar notions occurring in Adam Smith’s work and puts them forward in a
distinct crystallized form.

(p- 500)

Capitalist economics advances a step further when it is transformed into an
explicit defender of the capitalist system in power:

Vulgar political economy deliberately becomes increasingly apologetic
and makes strenuous attempts to talk out of existence the ideas which
contain the contradictions.

(p- 501)

But there is yet one more ‘superficial’ level of the science:

The last form is the academic form, which proceeds historically and with
wise moderation, collects the best from all sources, and in doing this
contradictions do not matter; on the contrary, what matters is compre-
hensiveness [ ... ] (That they look down in an equally superior manner
on the fantasies of the socialist need hardly be stressed.)

(p- 501)

For these ‘scientists’, the ‘real reality’ has become a fictitious reality. The
‘fetishized form’ (p. 449) takes the place of the real:

Itis a kind of fiction without fantasy, a religion of the vulgar. In fact, the
vulgar economists — by no means to be confused with the economic in-
vestigator we have been criticizing — translate the concepts, motives, etc.,
of the representatives of capitalist production who are held in thrall to
this system of production and in whose consciousness only its superficial
appearance is reflected. They translate them into a doctrinaire



The fetishism of vulgar and apologetic economics 137

language, but they do so from the standpoint of the ruling section, i.e.
the capitalists, and their treatment is therefore not naive and objective,
but apologetic.

(p. 450)

Interest-bearing capital, commercial capital, interest, commercial profit and
rent are secondary forms of industrial capital or of industrial profit; but, in
the end, they are forms on the surface in which the hidden manifests what is
behind: ‘surplus value, unpaid labour’ (p. 453):

Thus the participants in capitalist production live in a bewitched world
and their own relationships appear to them as properties of things, as
properties of the material elements of production.

(p- 514)

Everything has turned ‘irrational’.”






PART III

New discoveries

In this third part, we shall examine Notebooks XV (p. 944 of the original
manuscript) to XVIII (p. 1,472), written from November 1862 to July 1863;
most of these texts have not been translated yet into any Romance language.'
These Notebooks have two parts, clearly differentiable, which I shall divide
into Chapters 10 and 11. Chapter 10 deals with themes related to Volumes 2
and 3 of Capital (here still called ‘chapter II' and ‘III’, as we shall see), up
through p. 1,157 of the manuscript (which is up to p. 371 of Volume 33 of
MECW). Chapter 11 deals with the rest of the manuscript, where Marx
returns to the continuation of his draft of Volume 1 of Capital, which he had
abandoned in Notebook V, about relative surplus value and machinery
(from p. 372 of Volume 33 of MECW to p. 336 of Volume 34).

We are then at the end of the Manuscripts of 1861-63, where, thanks to the
analysis of the ‘production cost’ in a definite manner, Marx clarifies the con-
cept of ‘price of production’, which only now he distinguishes from ‘cost
price’ as an autonomous category.






10 Towards ‘Chapter II’ and
‘Chapter III’

Notebooks XV-XVIII, pp. 944-1,157;
November 1862 to January 1863
(MECW. 33: 9-371)

Just as the surplus value of the individual capital in each particular
sphere of production is the measure of the absolute magnitude of the
profit—in so far as this is merely a converted form of surplus value —so is
the total surplus value (Gesammimehrwerth) produced by the total capital
(Gesammicapital), hence the whole of the class of capitalists, the absolute
measure of the total profit of the total capital, whereby profit should be under-
stood to include all forms of surplus value, such as rent, interest, etc. [ ... ]
It is therefore the absolute magnitude of value (and therefore the abso-
lute surplus produce, amount of commodities) which the capitalist class
can divide up among its members under various headings. The empir-
ical, or average, profit can therefore be nothing other than the distribu-
tion of that total profit (and the total surplus value represented by it or
the representation of the total surplus labour) among the individual
capitals in each particular sphere of production, in equal proportions
[...]1 The agency through which this calculation is performed is the compe-
tition (Concurrenz) of capitals with each other.

(pp- 99-100)

Marx passes slowly from the process of production to the process of circula-
tion, and from the latter to the ‘unity (Linheit) of the process of production
and process of circulation’ (p. 69). In other words, he gradually moves to the
subject of the future Volumes II and III of Capital, which at this moment are
still called the ‘third chapter’ (p. 69) and ‘chapter II’ (p. 69). A whole set of
categories must be developed, categories which are discussed only slightly, if
at all, in the Grundrisse.!

10.1 Mercantile capital (MECW. 33: 9-68, 154-70 and
239-52)

Marx discusses mercantile capital at four levels: (1) prior to the existence of
capital as such; (2) the contradictory moment ofits first appearance; (3) sub-
sumed as an internal function of industrial capital as such and, last, (4) rela-
tive autonomy as commercial or credit capital. For the moment, he performs
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this task with terminological variations, which proves that the construction of
categories is still an ongoing process.

As we have said, at end of the Theories of Surplus Value Marx had begun to
develop the subject of capital that earns interest (MECW. 32: 4501f.), which
would be the fourth level. When ‘capital enters into the circulation process’
(namely, when the product becomes a commodity) its ‘function (Function)’
(p- 464) is derived from industrial capital as analysed in the third level.

Indeed, at the first level, ‘commercial’ wealth and ‘interest-bearing
(commercielle und Zinsform) wealth’ (p. 464) are prior to and independent of
industrial capital; they are ancient forms, which could have been present in
India or the Roman Empire. But, at the second level, and since the seven-
teenth century:

Both of them must first be destroyed as independent forms and subordi-
nated to industrial capital: violence (the State) is used against interest-
bearing capital by means of compulsory reduction of interest rates, so
that it is no longer able to dictate terms to industrial capital.

(MECW. 33: 464-5)

Itis the time of confrontation. The third level is the monetary (M—C) or mer-
cantile ‘function’ of capital itself (C-M). The fourth level is when the indus-
trial capital creates a form that pertains to it, independent and autonomous,
but dependent on it: ‘the credit system’ (MECW. 32: 465).

In the section on ‘Revenue 