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IX

Preface

Volume 32 of the Collected Works of Marx and Engels contains
the continuation of Marx’s economic manuscript of 1861-1863, its
central part—“Theories of Surplus Value” (notebooks XII-XV,
pp- 636-944 of the manuscript), the beginning of the manuscript
being published in volumes 30 and 31 of the present edition.

Marx proceeds here with his historico-critical analysis of the
views held by bourgeois political economists—Ricardo and Mal-
thus; he traces the disintegration of the Ricardian school and
considers the views of socialist Ricardians. In the closing part of
the volume, “Revenue and Its Sources”, Marx analyses, among
other things, the essence of vulgar political economy.

The whole manuscript is printed here in accordance with its
new publication in the languages of the original in Marx-Engels
Gesamtausgabe (MEGA), Zweite Abteilung, Bd. 3, Berlin, 1976-82.

Obvious slips of the pen in Marx’s text have been corrected by
the Editors without comment. The proper and geographical
names and other words abbreviated by the author are given in
full. Defects in the manuscript are indicated in footnotes, places
where the text is damaged or illegible are marked by dots. Where
possible, editorial reconstructions are given in square brackets.

Foreign words and phrases are given as used by Marx, with the
translation supplied in footnotes where necessary. English phrases,
expressions and individual words occurring in the original are set
in small caps. Longer passages and quotations in English are given
in asterisks. Some of the words are now somewhat archaic or have
undergone changes in usage. For example, the term ‘“nigger”,
which has acquired generally-—and especially in the USA—a more
profane and unacceptable status than it had in Europe during the
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19th century. The passages from English economists quoted by
Marx in French are given according to the English editions used
by the author. In all cases the form of quoting used by Marx is
respected. The language in which Marx quotes is indicated unless
it is German.

The text of and notes to Volume 32 were prepared by Yelena
Vashchenko. The volume was edited by Larisa Miskievich (Insti-
tute of Marxism-Leninism of the CC CPSU). The name index was
compiled by Vardan Azatian; the index of quoted and mentioned
literature and the index of periodicals by Yelena Vashchenko
(Institute of Marxism-Leninism of the CC CPSU).

The translations included in Volume 32 are based on the
three-volume edition of Marx’s Theories of Surplus Value, published
by Progress Publishers, Moscow. They were made by Emile Burns,
Renate Simpson and Jack Cohen and edited by Salo Ryazanskaya
and Richard Dixon. These translations have been editorially
checked with the new MEGA edition by Svetlana Gerasimenko,
Natalia Karmanova, Mzia Pitskhelauri and Alla Varavitskaya. The
volume was prepared for the press by Svetlana Gerasimenko, Mzia
Pitskhelauri and Alla Varavitskaya (Progress Publishers).

Scientific editor for this volume was Vitaly Vygodsky (Institute
of Marxism-Leninism of the CC CPSU).
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[I) THE PRODUCTION PROCESS OF CAPITAL]

(5) THEORIES OF SURPLUS VALUE]}!

5) Theories of Surplus Value®
h) Ricardo

Table, with elucidation, of differential rent (Observations on
the influence of the cHance in value of means of subsistence
and raw material—therefore also in the value of machin-
ery—on the organic composition of capital)

Ricardo’s theory of rent

Adam Smith’s theory of rent

Ricardo’s theory of surplus value

Ricardo’s theory of profit®

5) Theories of Surplus Value, etc.
h) Ricardo

Ricardo’s theory of profit

Ricardo’s theory of accumulation. Critique of this (de-
velopment of crises from the basic form of capital)
Ricardo’s Miscerianesa. Conclusion of Ricardo (John

Barton)

1) Malthus

Mill, Prévost, polemical  writings, McCulloch,
Wakefield, Stirling, John Stuart Mill)

1) Adversaries of the economists
m) Ramsay. (Bray as adversary of the economists)



8 The Production Process of Capital

n) Cherbuliez

o) Richard Jones. (End of this Part 5)

Episode: REVENUE AND ITS SOURCES

XV
5) Theories of Surplus Value

1) Proletarian opposition on the basis of Ricardo
(Compound interest; fall in the rate of profit based on
this.) So-called amassment as a mere phenomenon of
circulation. (Stocks, etc.—circulation reservoirs)
2) Ravenstone. Conclusion
3 and 4) Hodgskin :
(Interest-bearing capital. Existing wealth in relatlon to
the movement of production.)
(Interest-bearing capital and commercial capital in
relation to industrial capital. Older forms. Derivative
forms.) (Development of interest-bearing capital on the
basis of capitalist production.) (Usury. Luther, etc.)
Vulgar political economy*



[XI1-636 (CONTINUATION)] RICARDO'S THEORY OF SURPLUS VALUE

(Just to add a further comment to what has already been said:
Ricardo knows no other difference between varve and NaTuRAL prRICE
than that the latter is the MoneTARY ExPRESSION Of the varug, and that it
can therefore change because of a cuance in value of the rrecious
METALS, without varLue itself changing. This chance, however, only
affects the evaluation or the exeression of varue iNx money. Thus, he
says, for instance:

*“It” (foreign trade) “can only be regulated by altering the natural price, not the
natural value, at which commodities can be produced in those countries, and that is
effected by altering the distribution of the precious metals”* (l.c., [p.] 409).)3

Nowhere does Ricardo consider surplus value separately and
independently from its particular forms—profit (interest) and
rent. His observations on the organic composition of capital, which
is of such decisive importance, are therefore confined to those
differences in the organic composition which he took over from
Adam Smith (actually from the Physiocrats), namely, those arising
from the process of circulation (fixed and circulating capital).
Nowhere does he touch on or perceive the differences in the
organic composition within the actual process of production.
Hence his confusion of value with 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.

Profit and surplus value are only identical when the capital
advanced 1is identical with the capital laid out directly in wages.
(Rent is not taken into account here since the surplus value is, in
the first place, entirely appropriated by the capitalist, [irrespective
of] what portion he has subsequently to hand over to his
co-pARTNERS. Furthermore, Ricardo himself presents rent as an item

2%



10 The Production Process of Capital

which is separated, detached from profit.) In his observations on
profit and wages, Ricardo also abstracts from the constant part of
capital, which is not laid out in wages. He treats the matter as
though the entire capital were laid out directly in wages. 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, 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, without the intermediate links,
as laws of surplus value.

When we speak of his theory of surplus value, we are, therefore,
speaking of his theory of profit, in so far as he confuses the latter
with surplus value, i.e. in so far as he only considers profit in
relation to variable capital, the part of capital laid out in wages.
We shall later deal with what he says of profit as distinct from
surplus value.®

It is so much in the nature of the subject-matter that surplus
value can only be considered in relation to the variable capital,
capital laid out directly in wages—and without an understanding
of surplus value no theory of profit is possible—that Ricardo
treats the -entire capital as variable capital and abstracts from
constant capital, although he occasionally mentions it in the form
of apvancss. ]

[XI1I-637] (In Chapter XXVI, “On Gross and Net Revenue”)
Ricardo speaks of:

*“trades where profits are in proportion io the capital, and not in proportion to
the quantity of labour employed”* (l.c., p. 418).

What does his whole doctrine of averack promiT (On which his
theory of rent depends) mean, but that PROFITS “ARE IN PROPORTION TO
THE CAPITAL, AND NOT IN PROPORTION TO THE QUANTITY OF LABOUR EMPLOYED"? If
they were ‘‘IN PROPORTION TO THE QUANTITY OF LABOUR EMPLOYED”, then
equal capitals would yield very unequal profits, since their profit
would be equal to the surplus value created in their own trabE; the
surplus value however depends not on the size of the capital as a
whole, but on the size of the variable capital, which = THE QuaNTITY
OF LABOUR EMPLOYED. What then is the meaning of attributing to a
specific use of capital, to specific TrabEs, by way of exception, THAT IN

2 See this volume, pp. 59-64, 67-68.— Ed.



Theories of Surplus Value. Ricardo 11

THEM PROFITS ARE PROPORTIONATE TO THE AMOUNT OF CAPITAL and not to THE
QUANTITY OF LABOUR EMPLOYED? With a given rate of surplus value, the
amount of surplus value for a particular capital must always
depend, not on the absolute size of the capital, but on the quanTrTy
oF LABOUR EMPLOYED, On the other hand, if the AVERAGE RATE OF PROFIT is
given, the amount oF PrROFIT must always depend on the amount oF
caPITAL EMPLOYED and not on the QUANTITY OF LABOUR EMPLOYED. Ricardo
expressly mentions such TrapEs as

*“carrying trade, the distant foreign trade, and trades where expensive
machinery is required” * (l.c., (p.] 418).

That is to say, he speaks of tranes which employ relatively large
amounts of constant, and little variable capital. At the same time,
they are Tranes in which, compared with others, the rorar amount of
the capital advanced is large, or which can only be carried on with
large capitals. If the rate of profit is given, the aMouNT OF PROFITS
depends altogether on the size of the capitals advanced. This,
however, by no means distinguishes the Trabes in which large
capitals and much constant capital are employed (the two always
go together) from those in which small capitals are employed, but
is merely an application of the theory that equal capitals yield
equal profits, a larger capital therefore yields more profit than a
smaller capital. This has nothing to do with the “quanTITy OF LABOUR
emrLovep”. But whether the rate of profit in general is great or
small, depends indeed on the TOTAL QUANTITY OF LABOUR EMPLOYED BY THE
CAPITAL OF THE WHOLE CLASS OF CAPITALISTS, AND OIl THE PROPORTIONAL QUANTITY
OF UNPAID LABOUR EMPLOYED; AND, LASTLY, OI1l THE PROPORTION BETWEEN THE
CAPITAL EMPLOYED IN LABOUR, AND THE CAPITAL MERELY REPRODUCED AS A CONDITION
OF PRODUCTION.

Ricardo himself argues against Adam Smith’s view,
that a higher rate of profit in *foreign trade (“that the great profits, which are

sometimes made by particular merchants in foreign trade”) “will elevate the general
rate of profits in the country”* (Lc., CH. VII, “On Foreign Trade”, [p.] 132).

He says:

*“They contend, that the equality of profits will be brought about by the
general rise of profits; and I am of opinion, that the profits of the favoured trade
will speedily submit to the general level” * ([pp.] 132-33).

We shall see later,® how far his view is correct THAT EXCEPTIONAL
rrofiTs (when they are not caused by the rise in market price above
the value) do not raise the GENERAL RATE OF PROFIT in spite of the
equalisation [of profits], and also how far his view is correct that

2 See this volume, pp. 71-72.— Ed.



12 The Production Process of Capital

FOREIGN TRADE and the expansion of the market cannot raise the rate
of profit. But granted that he is right, and, on the whole granted
the “equaLity of proFITs”, how can he distinguish between TraDEs
‘“WHERE PROFITS ARE IN PROPORTION TO THE CAPITAL” and OTHERS WHERE THEY ARE
““IN PROPORTION TO THE QUANTITY OF LABOUR EMPLOYED ?

In the same Cu. XXVI, “On Gross and Net Revenue”, Ricardo
says:

**“I admit, that from the nature of rent, a given capital employed in agriculture,
on any but the land last cultivated, puts in motion a greater quantity of labour than
an equal capital employed in manufactures and trade”* (l.c., (p.] 419).

The whole statement is nonsense. In the first place, according to
Ricardo, A GREATER QUANTITY OF LABOUR iS EMPLOYED on the LAND rasT
cuLTivaTep than on all the other land. That is why, according to
him, rent arises on the other land. How, therefore, is a given
capital to set in motion a greater quantity of labour than in
MANUFACTURES AND TRapE, on all other land except the ranp rast
curtivaTep? That the product of the better land has a market value
that is higher than the individual value, which is determined by the
QUANTITY OF LABOUR EMPLOYED BY THE CAPITAL THAT CULTIVATES it, is surely not
the same thing as that THis CAPITAL “PUTS IN MOTION A GREATER QUANTITY OF
LABOUR THAN AN EQUAL CAPITAL EMPLOYED IN MANUFACTURES AND TRADE™’? But it
would have been correct, had Ricardo said that, apart from
differences in the fertility of the land, altogether rent arises
because agricultural capital sets in motion a greater quantity of
labour in proportion to the constant part of the capital, than does
the average capital in NON-AGRICULTURAL INDUSTRY.

[XII-638] Ricardo overlooks the fact that, with a given surplus
value, various factors may raise or lower and in general influence
the profit. Because he identifies surplus value with profit, he quite
consistently seeks to demonstrate that the rise and fall in the rate
of profit is caused only by circumstances that make the rate of
surplus value rise or fall. Apart from the circumstances which,
when the amount of surplus value is given, influence the rate of
profit, although not the amount or proriT, 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.
When the rate of surplus value, i.e. of sureLus labour, is given, the
amounT of surplus value depends on the organic composition of the
‘capital, that is to say, on the number of workers which a capital or
cven vaLue, for instance £100, employs. It depends on the rate of
surplus value if the organic composition of the capital is given. It
is thus determined by two factors: the number of workers
simultaneously employed and the rate of surplus labour. If the



Theories of Surplus Value. Ricardo 13

capital increases, then the AMOUNT oF surrLUS VALUE also increases

whatever its organic composition, provided it remains unchanged.

But this in no way alters the fact that for a capitaL or c1iven vaLug, for

example 100, it remains the same. If in this case it is 10, then it is

100 for {£]1,000, but this does not alter the proportion.
(Ricardo:

* “There cannot be fwo rates of profit in the same employment, and therefore when
the value of the produce is in different proportions to capital, it is the rent which
will differ, and not the profit”* (CH. XII, “Land-Tax”, [pp.] 212-13).

This only applies to the normal rate of profit “iN THE saME
empLOYMENT”. Otherwise it is in direct contradiction to the state-
ments quoted earlier on® (Cu. II, “On Rent”, [pp.] 60, 61):

*“The exchangeable value of all commodities, whether they be manufactured,
or the produce of the mines, or the produce of land, is always regulated, not by the
less quantity of labour that will suffice for their production under circumstances
highly favorable, and exclusively enjoyed by those who have peculiar facilities of
production; but by the greater quantity of labour necessarily bestowed on their
production by those who have no such facilities; by those who continue to produce
them under the most unfavorable circumstances; meaning—by the most unfavorable
circumstances, the most unfavorable under which the quantity of produce required, renders it
necessary to carry on the production.” *)

In Cu. XII, “Land-Tax”, Ricardo incidentally makes the
following remark directed against Say; it shows that the English-
man is always very conscious of the economic distinctions whereas
the Continental constantly forgets them:

*“M. Say supposes, ‘A landlord by his assiduity, economy and skill, to increase his
annual revenue by 5,000 francs’®; but a landlord has no means of employing his
assiduity, economy and skill on his land, unless he farms it himself; and then it is in
quality of capitalist and farmer that he makes the improvement, and not in quality
of landlord. It is not conceivable that he could so augment the produce of his farm
by any peculiar skill” * //the “SKILL” therefore is plus ou moins¢ empty talk// * “on
his part, without first increasing the quantity of capital employed upon it” * {l.c.,
(p.] 209).

In Cu. XIII, “Taxes on Gold” (important for Ricardo’s theory
of money), Ricardo makes some additional reflections or further
definitions relating to MArker price and ~NarturaL price. They amount
to this, how long the equalisation of the two prices takes depends
on whether the particular Trape permits a rapid or slow increase or
reduction of surery, which in turn is equivalent to a rapid or slow

a See present edition, Vol. 31, pp. 428, 526-27.— Ed.

b J.-B. Say. Traité d’économie politigue..., 2nd ed., Vol. 2, Paris, 1814, pp. 353-
54— Ed.

¢ More or less.— Ed
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TRANSFER OR WITHDRAWAL Of capital TO OR FROM THE TRADE IN QUESTION.
Ricardo has been criticised by many writers (Sismondi, etc.)
because, in his observations on rent, he disregards the difficulties
that the witHprawaL oF capiTaL presents for the farmer who employs
a great deal of fixed capital, etc. (The history of England from
1815 to 1830 provides strong proof for this) Although this
objection is quite correct, it does not in any way affect the theory, it
leaves it quite untouched, because in this case it is invariably only a
question of the plus ou moins rapid or slow operation of the
economic law. But as regards the reverse objection, which refers to
the APPLICATION OF NEW CAPITAL TO NEW solLs, the situation is quite
different. Ricardo assumes that this can take place without the
intervention of the LanpLorp, that in this case capital is operating in
a field of action [XII-639], in which it does not meet with any
resistance. But this is fundamentally wrong. In order to prove this
assumption, that this is indeed so, where capitalist production and
landed property are developed, Ricardo always presupposes cases
in which landed property does not exist, either in fact or in law,
and where capitalist production too is not yet developed, at least
not on the land.
The statements just referred to are the following:

*“The rise in the price of commodities, in consequence of taxation or of
difficulty of production, will in all cases ultimately ensue; but the duration of the
interval, before the market price will conform to the natural price, must depend on
the nature of the commodity, and on the facility with which it can be reduced in quantity. If
the quantity of the commodity taxed could not be diminished, if the capital of the
farmer or [of] the hatter for instance, could not be withdrawn to other
employments, it would be of no consequence that their profits were reduced below
the general level by means of a tax; unless the demand for their commodities
should increase, they would never be able to elevate the market price of corn and
of hats up to their increased natural price. Their threats to leave their
employments, and remove their capitals to more favoured trades, would be treated
as an idle menace which could not be carried into effect; and consequently the
price would not be raised by diminished production. Commodities, however, of all
descriptions can be reduced in quantity, and capital can be removed from trades which are
less profitable to those which are more so, but with different degrees of rapidity. In
proportion as the supply of a particular commodity can be more easily reduced,
without inconvenience 1o the producer, the price of it will more quickly rise after
the difficulty of its production has been increased by taxation, or by any other
means” ([pp.] 214-15). “The agreement of the market and natural prices of all
commodities, depends at all times on the facility with which the supply can be
increased or diminished. In the case of gold, houses, and labour, as well as many
other things, this effect cannot, under some circumstances, be speedily produced.
But it is different with those commodities which are consumed and reproduced
from year to year, such as hats, shoes, corn, and cloth; they may be reduced, if
necessary, and the interval cannot be long before the supply is contracted in
proportion to the increased charge of producing them”* (l.c., [pp.] 220-21).
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In the same Cu. XIII, “Taxes on Gold”, Ricardo speaks of
*“rent being not a creation, but merely a transfer of wealth”* (l.c., [p.] 221).

* Is profit a creation of wealth, or is it not rather a transfer of the
surplus labour, from the workman to the capitalist? As to wages
too, they are, in fact, not a creation of wealth. But they are not a
transfer. They are the appropriation of part of the produce of
labour to those who produced it.*

In the same chapter Ricardo says:

*“A tax on raw produce from the surface of the earth, will ... fall on the
consumer, and will in no way affect rent; unless, by diminishing the funds for the
maintenance of labour, it lowers wages, reduces the population, and diminishes the
demand for corn”* ([p.] 221).

Whether Ricardo is right when he says that “a Tax oN RaAW PRODUCE
FROM THE SURFACE OF THE EARTH”’ falls neither on the LanpLorp nor on the
farmer but on the consumer, does not concern us here. I maintain,
however, that, if he is right, such a tax may raise the rent, whereas
he thinks that it does not affect it, unless, by increasing the price
of the means of subsistence, etc., it diminishes capital, etc.,
population and the demand for corn. For Ricardo imagines that
an increase in the price of raw rroouck only affects the rate of profit
in so far as it raises the price of the means of subsistence of the
worker. And it is true that an increase in the price of raw rrobucE
can only in this way affect the rate of surplus value and
consequently surplus value itself, thereby affecting the rate of profit.
But assuming a given surplus value, an increase in the price of the
““RAW PRODUCE FROM THE SURFACE OF THE EARTH” would raise the value of
constant capital in proportion to the variable, would increase the
ratio of constant capital to variable and therefore reduce the rate of
profit, thus raising the rent. Ricardo starts out from the viewpoint
[XI1-640] that in so far as the rise or fall in the price of the raw
produce does not affect wages, it does not affect profit; for, he
argues //except in one passage to which we shall return at a later
stage®// that the rate of profit remains the same, whether the
value of the capital advanced falls or rises. If the value of the
capital advanced grows, then the value of the product grows and
also the part of the product which forms the surplus product, [i.e.]
profit. The reverse happens when the value of the capital
advanced falls. This is only correct, if the values of variable and
constant capital change in the same proportion, whether the change
is caused by a rise in the price of raw materials or by taxes, etc. In

2 See this volume, pp. 63-64, 67.— Ed.
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this case the rate remains unaffected, because [no] cHANGE HAS TAKEN
PLACE IN THE ORGANIC COMPOSITION OF THE caPiTAL. And even then it must
be assumed—as is the case with TemporRary cHANGEsS—that wages
remain the same, whether the price of raw probUCE rises or falls (in
other words [wages] remain the same, that is, their value remains
unchanged irrespective of any rise or fall in the use value of the
wages).

The following possibilities exist:

First the two major differences:

A) A cHance in the mode of production brings about a change in
the proportion between the amounts of constant and variable
capital employed. In this case the rate of surplus value remains the
same provided wages remain constant (in terms of value). But the
surplus value itself is affected if a different number of workers is
employed by the same capital, i.e. if there is an alteration in the
variable capital. If the cuance in the mode of production results
in a relative fall in constant capital, the surplus value grows and
thus the rate of profit. The reverse case produces the opposite
result.

It is here assumed throughout that the value pro tanto, per 100
for example, of constant and variable capital remains the same.

In this case the cuance in the mode of production cannot
affect constant and variable capital equally; that is, for instance,
constant and variable capital—without a change in value—cannot
increase or diminish to the same extent, for the fall or rise is here
always the result of a change in the productivity of labour. A
cuance in the mode of production has not the same but a
different effect [on constant and variable capital]; and this has
nothing to do with whether a large or small amount of capital has
to be employed with a given orcanic composiTion of capital.

B) The mode of production remains the same. There is a cHaNGE in
the ratio of constant to variable capital, while their relative volume
remains the same (so that each of them forms the same avriguot
parT of the total capital as before). This change in their ratio is
caused by a change in the value of the commodities which enter
into constant or variable capital.»

The following possibilities exist here:

The value of the constant capital remains the same while that of
the variable capital rises or falls. This would always affect the
surplus value, and thereby the rate of profit. The value of the
variable capital remains the same while that of the constant rises
or falis. Then the rate of profit would fall in the first case and rise
in the second. If both {all simultaneously, but in different
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proportions, then the one has always risen or fallen as compared
with the other.

The value of the constant and of the variable capital is equally
affected, whether both rise or both fall. If both rise, then the rate
of profit falls, not because the constant capital rises but because
the variable capital rises and accordingly the surplus value falls
(for only the value [of the variable capital] rises, although it sets in
motion the same number of workers as before, or perhaps even a
smaller number). If both fall, then the rate of profit rises, not
because constant capital falls, but because the variable falls (in
terms of value) and therefore the surplus value increases.

C) CHance in the mode of production and cHance in the value of the
elements that form constant or variable capital. Here one cuance may
neutralise the other, for example, when the amount of constant
capital grows while its value falls or remains the same (i.e. it falls
pro tanto, per 100) or when its amount falls but its value rises in
the same proportion or remains the same (i.e. it rises pro tanto). In
this case there would be no change at all in the organic
composition. The rate of profit would remain unchanged. But it
can never happen—except in the case of agricultural capital—that
the amount of the constant capital falls as compared with the
variable capital, while its value rises.

This type of nullification cannot possibly apply to variable
capital (while the real wage remains unchanged).

Except for this one case, it is therefore only possible for the
value and amount of the constant capital to fall or rise
simultaneously in relation to the variable capital, its value
therefore rises or falls absolutely as compared with the variable
capital. This case has already been considered. Or they may fall or
rise simultaneously [XII-641] but in unequal proportion. On the
assumption made, this possibility always reduces itself to the case
in which the value of the constant capital rises or falls relatively to
the variable.

This also includes the other case. For if the amount of the
constant capital rises, then the amount of the variable capital falls
relatively, and vice versa. Similarly with the value.

It is clear that what has been regarded here as a variation within
the organic composition of one capital, can apply equally to the
difference in the organic composition between different capitals,
capitals in DIFFERENT TRADES.

Firstly: Instead of a variation in the organic composition of one
capital—a difference in the organic composition of different capitals.

Secondly: Alteration in the organic composition through a change
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in value in the two parts of one capital, similarly a difference in
the value of the raw materials and machinery employed by different
capitals. This does not apply to variable capital, since equal wages
in the piFFerenT TRADEs are assumed. The difference in the varue or
DIFFERENT DAYS OF LABOUR IN DIFFERENT TRADES has nothing to do with it. If
the labour of a goldsmith is dearer than that of a rasourer, then
the surplus time of the goldsmith is proportionately dearer than
that of the reasanT.
(See p. 6327 On House Rent Adam Smith says:

* “Whatever part of the whole rent of a house is over and above what is sufficient
for affording this reasonable profit” (to the builder) “naturally goes to the
ground rent; and where the owner of the ground, and the owner of the building,
are two different persons, it is in most cases completely paid to the former. In
country houses, at a distance from any great town, where there is a plentiful choice
of ground, the ground rent is scarcely any thing, or no more than what the space
upon w7hich the house stands, would pay employed in agriculture” * (Book V,
CH. 1I).

In the case of the GROUND RENT OF HOUSES, SITUATION constitutes just as
decisive a factor for the differential rent, as rerTiLITY (and srruaTion)
in the case of AGRICULTURAL RENT.

Adam Smith shares with the Physiocrats, not only the partiality
for acricurture and the ranpiorn, but also the view that they are
particularly suitable osjects oF raxaTion. He says:

*“Both ground rents, and the ordinary rent of land, are a species of revenue,
which the owner in many cases enjoys, without any care or attention of his own.
Though a part of this revenue should be taken from him, in order to defray the
expenses of the State, no discouragement will thereby be given to any sort of
industry. The annual produce of the land and labour of the society, the real wealth
and revenue of the great body of the people, might be the same after such a tax as
before. Ground rents, and the ordinary rent of land are, therefore, perhaps, the
species of revenue, which can best bear to have a peculiar tax imposed upon
them” * (Book V, Cu. II).

The considerations which Ricardo (p. 230)® advances are very
philistine.
In Cu. XV, “Taxes on Profits”, Ricardo says:

*“Taxes on those commodities, which are generally denominated luxuries, fall
on those only who make use of them.... But taxes on necessaries do not affect the
consumers of necessaries, in proportion to that quantity that may be consumed by
them, but often in a much higher proportion.” * For example, *a tax on corn. “It
alters the rate of profits of stock. Whatever raises the wages of labour, lowers the

2 See present edition, Vol. 31, p. 572.— Ed
b D. Ricardo, On the Principles of Political Economy, and Taxation, 3rd ed.,
London, 1821.— Ed
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profits of stock; therefore every tax on any commodity consumed by the labourer,
has a tendency to lower the rate of profits”* ([p.] 231).

Taxes oN coNsUMERs are at the same time TAXEs ON PRODUCERS, in so far
as the object Taxep enters not only into individual consumption but
also into industrial consumption, or only into the latter. This does
not, however, apply only to the NEcEssariEs consuMED BY woRKMEN. It
applies to all materials INDUSTRIALLY CONSUMED By THE capiTALIsT. Every
tax of this kind reduces the rate of profit, because it raises the
value of the constant capital in relation to the variable. For
example, a tax imposed on flax or wool. [XI11-642] The flax rises
in price. The flax spinner can therefore no longer purchase the
same quantity of flax with a capital of 100. Since the mode of
production has remained the same, he needs the same number of
workers to spin the same quantity of flax. But the flax has a
greater value than before, in relation to the capital laid out in
wages. The rate of profit therefore falls. It does not help him at
all that the price of LINEN varN rises. The absolute level of this price
is in fact immaterial to him. What matters is only the excess of this
price over the price of the abvances. If he wanted to raise {the
price of} the total product, not only by [the amount necessary to
cover the increase in] the price of the flax, but to such an extent
that the same quantity of yarn would yield him the same profit as
before, then the demand-—which is already falling as a result of
the rising price of the raw material of the yarn—would fall still
further because of the artificial rise which is due to the higher profit.
Although, o~ an averace the rate of profit is given, it is not possible in
such cases to raise the price in this way.

In regard to case C, [p.} 640, it should also be noted:

It would be possible for the wages to rise but for constant capital
to fall in terms of value, not in physical terms. If the rise and fall
were proportional on both sides, the rate of profit could remain
unchanged. For instance, if the constant capital were £60, wages
40 and the rate of surplus value 50%, then the product would be
120. The rate of profit would be 20%. If the constant capital fell
to 40, although its volume [in physical terms] remained un-
changed, and wages rose to 60, while the surplus value fell from
50% to 33'/s%, then the product would be 120 and the rate of
profit 20. This is wrong. According to the assumption, the total
value of the quantity of labour employed=£60. Hence, if the wage
rose to 60, surplus value and therefore the rate of profit would
be 0. But if it did not rise to such an extent, then any rise in the
wage would bring about a fall in the surplus value. If wages rose
to 50, then the surplus value=£10, if [they rose] to £45, then [the
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surplus value would be] 15, etc. Under all circumstances,
therefore, the surplus value and the rate of profit would fall to the
same degree. For we are measuring the unchanged total capital
here. While the magnitude of the capital (the total capital) remains
the same the rate of profit must always rise and fall, not with the
rate of surplus value but with the ABSOLUTE AMOUNT OF SURPLUS VALUE.
But if, in the above example, the flax fell so low that the amount
which the same number of workers were spinning could be bought
for £40, then we would have the following:

Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
£40 50 10 100 90 11Y/9%

The rate of profit would have fallen below 20%.
But supposing:

Constant Variable Surplus Value of . Capital Rate of
capital capital value the product advanced profit
30 50 10 90 80 12Y/5%
Supposing:
Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
20 50 10 80 70 142/,%

According to the assumption, the fall in the value of the
constant capital never completely counterbalances the rise in the
value of the variable capital. On the assumption made, it can never
entirely cancel it out, since for the rate of profit to be 20, [£]10
would have to be '/ of the total capital advanced. But in the case
.in which the variable capital=50, this would only be possible when
the constant capital=0. Assume, on the other hand, that variable
_ capital rose only to 45; in this case the surplus value would be 15.
And, say, the constant capital fell to 30, in this case

Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
30 45 15 90 75 20%

In this case the two movements cancel each other out entirely.
[XII-643] Assume further:

Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
20 45 15 80 65 231/,3%

Even with the fall in the surplus value,* therefore, the rate of
profit could rise in this case, because of the proportionately

2 In comparison with the initial case 60c+40v+20s.— Ed.
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greater fall in the value of the constant capital. More workers
could be employed with the same capital of 100, despite the rise in
wages and the fall in the rate of surplus value. Despite the fall in
the rate of surplus value, the amount of surplus value, and hence
the profit, would increase, because the number of workers had
increased. For the above ratio of 20¢+45v gives us the following
proportions with a capital outlay of 100:

Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
3019/, 69315 231/,5 1231/, 100 231/13%

The relation between the rate of surplus value and the number
of workers becomes very important here. Ricardo never considers
it.

[In] Cu. XV, “Taxes on Profits”, Ricardo says:

*“In a former part of this work, we discussed the effects of the division of
capital into fixed and circulating, or rather into durable and perishable capital, on the
prices of commodities. We shewed that two manufacturers might employ precisely
the same amount of capital, and might derive from it precisely the same amount of
profits, but that they would sell their commodities for very different sums of
money, according as the capitals they employed were rapidly, or slowly, consumed
and reproduced. The one might sell his goods for £4,000, the other for £10,000,
and they might both employ £10,000 of capital, and obtain 20% profit, or £2,000.
The capital of one might consist, for example, of £2,000 circulating capital, to be
reproduced, and £8,000 fixed, in buildings and machinery; the capital of the other,
on the contrary, might consist of £8,000 of circulating, and of only 2,000 fixed
capital in machinery, and buildings. Now, if each of these persons were to be taxed
ten per cent on his income, or £200, the one, to make his business yield him the
general rate of profit, must raise his goods from £10,000 to £10,200; the other would
also be obliged to raise the price of his goods from £4,000 to £4,200. Before the
tax, the goods sold by one of these manufacturers were 2}/o times more valuable
than the goods of the other; after the tax they will be 2.42 times more vatuable: the
one kind will have risen two per cent; the other five per cent: consequently a tax
upon income, whilst money continued unaltered in value, would alter the relative
prices and value of commodities” * ([pp.] 234-35).

The error lies in this final “aAxp” — “prices anvp vaLue”. This cHANGE
or prices would only show—just as in the case of capital containing
different proportions of fixed and circulating capital—that the
establishment of the cenEraL RATE oF PROFIT Tequires that the prices or
cost prices which are determined and regulated by that general
rate of profit [are] very different from the values of the
commodities. And this most important aspect of the question does
not exist for Ricardo at all.

In the same cuarrer he says:

*“If a country were not taxed, and money should fall in value, its abundance in
every market” * //here [he expresses] the absurd notion that *a fall in the value of
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money ought to be accompanied by its abundance in every market// [X11-644]
“would produce similar effects in each. If meat rose 20 per cent, bread, beer,
shoes, labour, and every commodity, would also rise 20 per cent; it is necessary they
should do so, to secure to each trade the same rate of profits. But this is no longer
true when any of these commodities is taxed; if, in that case they should all rise in
proportion to the fall in the value of money, profits would be rendered unequal; in the
case of the commodities taxed, profits would be raised above the general level and
capital would be removed from one employment to another, till an equilibrium of profits was
restored, which could only be, after the relative prices were altered”* ([pp. 236-}37).

And so the rQuiLIBRIUM OF PROFITS 1S altogether brought about by
[alterations in] the rRELATIVE vaLuEs; the REAL VALUES OF the COMMODITIES ARE
ALTERED, AND SO ADAPTED THAT THEY CORRESPOND, NOT TO THEIR REAL VALUE, BUT TO
THE AVERAGE PROFIT they yield.

In Cu. XVII: “Taxes on Other Commodities than Raw Pro-
duce”, Ricardo says:

*“Mr. Buchanan considers corn and raw produce as at a monopoly price,
because they yield a rent: all commodities which yield a rent, he supposes, must be
at a monopoly price; and thence he infers, that all taxes on raw produce would fall
on the landlord, and not on the consumer.

“‘The price of corn’ he says, ‘which always affords a rent, being in no respect
influenced by the expenses of its production, those expenses must be paid out of the rent; and
when they rise or fall, therefore, the consequence is not a higher or lower price, but
a higher or lower rent. In this view, all taxes on farm servants, horses, or the
implements of agriculture, are in reality land taxes; the burden falling on the
farmer during the currency of his lease, and on the landlord, when the lease comes
to be renewed. In like manner all those improved implements of husbandry which
save expense to the farmer, such as machines for threshing and reaping, whatever
gives him easier access to the market, such as good roads, canals and bridges,
though they lessen the original cost of corn, do not lessen its market price. Whatever is
saved by those improvements, therefore, belongs to the landlord as part of his
rent.’?

“It is evident” * (says Ricardo) * “that if we yield to Mr. Buchanan the basis on
which his argument is built, namely, that the price of corn always yields a rent, ail
the consequences which he contends for would follow of course” * ([pp.] 292-93).

Tuis 1s BY NO MEANS EVIDENT. What Buchanan bases his argument on
i$ NOL THAT ALL CORN YIEDS A RENT, DUt THAT ALL CORN WHICH YIELDS A RENT IS
SOLD AT A MoNoPoLy PrICE, and that MoNoproLy PRICE—In the sense in
which Adam Smith explains it and it has the same meaning with
Ricardo—is “‘THE VERY HIGHEST PRICE AT WHICH THE CONSUMERS ARE WILLING TO
PURCHASE THE COMMODITY”" .2

But this is wrong. Corn whicH vIELDs A RENT (apart from differential
rent) is not soLb AT A MONoPoLY PRICE in Buchanan’s sense. It is sold at
a monopoly price, only in so far as it is sold above its cost price, i.e.
at its value. Its price is determined by the QUANTITY OF LABOUR REALISED

2 D. Buchanan, Observations on the Subjects Treated of in Dr. Smith’s Inquiry into
the Nature and Causes of the Wealth of Nations, Edinburgh, 1814, pp. 37-38.— Ed
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IN 1T, not by the expenses oF 1Ts prRobUCTION, and the rent is the excess
of the vaLue over the cost price, it is therefore determined by the
latter. The smaller is the cost price relatively to the vaiug, the
greater will be [the rent], and the greater the cost price in relation
to the vaLug, the smaller [the rent]. All ivprovemenTs lower the value
of the corn because [they reduce] the quantity of labour required
for its production. Whether they reduce the rent, depends on
various circumstances. If the corn becomes cheaper, and if wages
are thereby reduced, then the rate of surplus value rises.
Furthermore, the rarMER’s ExPENsEs in seeds, fodder, etc., would fall.
And therewith the rate of profit in all other, NON-AGRICULTURAL TRADES
would rise, hence alse in agriculture. The relative amounts of
IMMEDIATE and ACCUMULATED LABOUR would remain unchanged in the
NON-AGRICULTURAL TRADES; the number of workers (in relation to
constant capital) would remain the same, but the value of the
variable capital would fall, the surplus value [XII-645] would
therefore rtise, and also the rate of profit. Consequently [they
would] also [rise] in acricuLturaL TRADE. Rent falls here because the
rate of profit rises. Corn becomes cheaper, but its cost price rises. Hence
the difference between its value and its cost price falls.

According to our assumption the ratio for the average
NON-AGRICULTURAL cAPITAL=80¢ +20v, the rate of surplus value=50%,
hence surplus value=10 and the rate of profit=10%. The value of
the product of the average capital of 100 therefore=110.

If one assumes, that as a result of the lowering of the price of
grain, wages fell by /4, then the same number of workers employed
on a constant capital of £80, that is on the same amount of raw
material and machinery, would now cost only 15. And the same
amount of commodities would be worth 80c¢+15v+15s, since,
according to the assumption, the quantity of labour which they
perform=£30. Thus the value of the same amount of
commodities=110, as before. But the capital advanced would
now amount only to 95 and 15 on 95=15"%/,0%. If, however,
the same amount of capital were laid out, that is 100,
then the ratio would be: 84%,9¢+15"%/10v. The profit, however,
would be 15"/;9. And the value of the product would amount to
£115%/,4. According to the assumption, however, the acrictLTuRAL
capital=60c¢+40v and the value of its product=120. Rent=10,
while the cost price=110. Now the rent=only 4%,. For
115"%/10+4%/10=£120.

We see here that the average capital of 100 produces
commodities at a cost price of 115"/, instead of the previous 110.
Has this caused the average price of the commodity to rise? Its

3-733
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value has remained the same, since the same amount of labour is
required to transform the same amount of raw material and
machinery into product. But the same capital of 100 sets in motion
more labour, and while previously it transformed 80, now it
transforms 84%/; constant capital into product. A greater propor-
tion of this labour is, however, now unpaid. Hence there is an
increase in profit and in the total value of the commodities
produced by £100. The value of the individual commodity has
remained the same, but more commodities at the same value are
being produced with a capital of 100. What is however the
position of the cost price in the individual TraDES?

Let us assume that the NoN-acricuLTURAL capITaL consisted of the
following capitals:

Difference

Product between value
and cost price

1) 80c+20v In order =110 (value=110) =0
2) 60c+40y to sell at =110 (value=120) =-10
3) 85¢+15v the same  —110 (value=1071/y) =+21/y

4) 95c+ By COSLPTICES 110 value=1021/y) =+71/g

Thus the average
capital=80¢+20v

For 2) the difference=—10, for 3)+4)=+10. For the whole
capital of 400=0-10+10=0. If the product of the capital of 400 is
sold at 440, then the commodities produced by it are sold at their
value. This yields [a profit of] 10%. But [in case] 2), the
commodities are sold at £10 below their value, [in case] 3) at 2/,
above their value and [in case] 4) at 7'/, above their value. Only [in
case] 1) are they sold at their value if they are sold at their cost
price, i.e., 100 capital+10 profit.

[XI1I-646] But what would be the situation as a result of the fall
in wages by '/s?

For capital 1). Instead of 80¢+20v, [the outlay is] now
84%/19c+ 15" /19u, profit 15'%/19, value of the product 115%/.

For capital 2). Now only 30 laid out in wages, since '/, of 40=10
and 40—10=30. The product=60c+30v and the surplus
value=30. (For the value of the labour applied= £60.) On a capital of 90
[the wages]=33'/3%. For [a capital of] 100 the ratio is: 66%/sc+ 33'/sv
and the value=133"/s. The rate of profit=33/;.

For capital 3). Now only 11/, [laid out] in wages, for '/s of
15=3%3%/, and 15-3%,=11'/,. The product would be 85c¢+11Y4v
and the surplus value equal to 11'/,. (Value of the labour
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applied=22%,) On a capital of 96'/,. But this [the
wages]=11%*/,,%. For 100 the ratio is 88%/,,c+ 11%/,;v. The rate of
profit=ll53/77 and [the value of the] product=11153/77.

For capital 4). Now only 33/, laid out in wages, for 1, of 5=1%/,
and 5—1'/,=3%,. The product 95¢+8%,4v and the surplus value
equal to 3%/, (for the value of the total labour=7%/,). On a capital
of 98%, This [the wages]=3%/4%. For 100 the ratio is:
96'%/s9c+ 8% /79v. The rate of profit=3%/;. The value [of the
product]=103%/.

We would therefore have the following:

Rate of Difference

profit Product between
cost price
and value
1) 84%/,gc+ 1515/;9v 1515/ In order =116 (value=11515/,q) =+ 4/4
2) 662/g¢ + 33l/3v 331/4 o sell at =116 (value=1331/3) =—17Y4
3) 8824/776 +1 153/7711 11 53/77 the same =116 (value= 11 153/77) =+ 424/77
4) 9616/,4c+363/,90 863/, cost prices =116 (value=10863/,9) =+1216/,
Total: 400 64 (to the nearest whole number)

This makes 16%. More exactly, a little more than £16'/;.° The
calculation is not quite correct because we have disregarded, not
taken into account a fraction of the average profit; this makes the
negative difference in 2) appear a little too large and [the positive]
in 1), 3), 4) a little too small. But it can be seen that otherwise the
positive and negative differences would cancel out; further, it can
be seen that on the one hand the sale of 2) below its value and of
3) and particularly of 4) above their value would increase
considerably. True, the addition to or reduction of the price
would not be so great for the individual product as might appear
here, since in all 4 categories more labour is employed and hence
more constant capital (raw materials and machinery) is trans-
formed into product. The increase or reduction in price would
thus be spread over a larger volume of commodities. Nevertheless
it would still be considerable. It is thus evident that a fall in wages
would cause a rise in the cost prices of 1), 3), 4), in fact a very
considerable rise in the cost price of 4). It is the same law as that
developed by Ricardo in relation to the difference between circulat-
ing and fixed capital,’ but he did not by any means prove,
nor could he have proved, that this is reconcilable with the law
of value and that the value of the products remains the same for
the total capital.

[XI1-647] The calculation and the adjustment becomes much
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more complicated if we take into account those differences in the
organic composition of the capital which arise from the circulation
process. For in our calculation, above, we assumed that the whole
of the constant capital which has been advanced, enters into the
product, i.e. that it contains only the wear and tear of the fixed
capital, for one year, for example (since we have to calculate the
profit for the year). The values of the total product would
otherwise be very different, whereas here they only change with
the variable capital. Secondly, with a constant rate of surplus value
but varying periods of circulation, there would be greater
differences in the amount of surplus value created, relatively to the
capital advanced. Leaving out of account any differences in
variable capital, the amounts of the surplus values would be
proportionate to the amounts of the values created by the same
capitals. The rate of profit would be even lower where a relatively
large part of the constant capital consisted of fixed capital and
considerably higher, where a relatively large part of the capital
consisted of circulating capital. It would be highest where the
variable capital was relatively large as compared with the constant
capital and where the fixed portion of the latter was at the same
time relatively small. If the ratio of circulating to fixed capital in
the constant capital were the same in the different capitals, then
the only determining factor would be the difference between
variable and constant capital. If the ratio of variable to constant
capital were the same, then it would be the difference between
fixed and circulating capital, that is, only the difference within the
constant capital itself.

As we have seen above, the rarMers rate of profit would rise, in
any case, if, as a result of the lower price of corn, the general rate
of profit of the Non.acricurLTuRAL capiTaL increased. The question is
whether his rate of profit would rise directly, and this appears to
depend on the nature of the improvemenTs. If the MPrROVEMENTS were
of such a kind that the capital laid out in wages decreased
considerably compared with that laid out in machinery, etc., then
his rate of profit need not necessarily rise directly. If, for example,
it was such that he required !/, less workers, then instead of his
original outlay of £40 in wages, he would now pay only 30. Thus
his capital would be 60¢c+30v, or on 100 it would be 66%/5¢+33'/5v.
And since the labour costing 40 [provides a surplus value of] 20,
the labour costing 30 provides 15. And 16%/; [surplus value is
derived] from the labour costing 33!/;. Thus the organic composi-
tion [of the agricultural capital] would grow closer to the
NON-AGRICULTURAL cAPITAL. And in the above case, with a simultaneous
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decrease in wages by '/4, it would even come within the range of that
of the non-agricultural capital.” In this case, rent (absolute rent)
would disappear.

Following upon the above-quoted passage on Buchanan, Ricardo
says:

**“I hope I have made it sufficiently clear, that until a country is cultivated in
every part, and up to the highest degree, there is always a portion of capital employed
on the land which yields no rent, and” (!) “that it is this portion of capital, the result
of which, as in manufactures, is divided between profits and wages that regulates the
price of corn. The price of corn, then, which does not afford a rent, being
influenced by the expenses of its production, those expenses cannot be paid out of

rent. The consequence therefore of those expenses increasing, is a higher price,
and not a lower rent”* (l.c., [p.] 293).

Since absolute rent is equal to the excess of the value of the
acricuLTURAL product over its price of production, it is clear that all
factors which reduce the total quantity of labour required in the
production or corn, etc., reduce the rent, because they reduce the
value, hence the excess of the value over the price of production.
In so far as the price of production consists of exrenses, its fall is
identical and goes hand in hand with the fall in value. But in so
far as the price of production (or the ExPENSES)=THE caPITAL
apvancep+the avirace proFIT, the very reverse is the case. The
market value of the product falls, but that part of it, which=the
price of production, rises, if the general rate of profit rises as a
result of the fall in the market value of corn. The rent, therefore,
falls, because the =ExpEnses in this sense rise—and this is how
Ricardo takes expenses elsewhere, when he speaks of cost orF
rropuUCTION. Improvements in agriculture, which bring about an
increase in constant capital as compared with variable, would
reduce rent considerably, even if the total quantity of labour
employed fell only slightly, or so slightly that it did not influence
wages (surplus value, directly) at all. Suppose, as a result of such
improvements, the composition of the capital altered from
60c+40v to 66%/5c+33'/sv (this might occur, for example, as a
result of rising wages, caused by emigration, war, discovery of new
markets, PROSPERITY IN THE NON-AGRICULTURAL INDUSTRY, [or it could
occur as a result of the] competition of foreign corn, the farmer
might feel impelled to find means of employing more constant
capital and less variable; the same circumstances could continue to
operate after the introduction of the improvement and wages
therefore might not fall despite the improvement). [X11-648] Then
the value of the acricurTuraL PRODUCT Would be reduced from 120 to
116%s, that is by 3'/5. The rate of profit would continue to be 10%.
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The rent would fali from 10 to 6%s and. moreover, this reduction
would have taken place without any reduction whatsoever in
wages.

The absolute rent may rise because the general rate of profit
falls, owing to new advances in industry. The rate of profit may
fall due to a rise in rent, because of an increase in the value of
AGRICULTURAL PRODUCE which is accompanied by an increase in the
difference between its value and its cost price. (At the same time,
the rate of profit falls because wages rise.)

The absolute rent can fall, because the value of acricuLTUrRAL
rropuck falls and the general rate of profit rises. It can fall, because
the wvalue of the acricurTuraL PRODUcE falls as a result of a
fundamental change in the orcanic composiTiON OF caritaL, without the
rate of profit rising. It can disappear completely, as soon as the
value of the acricULTURAL PRODUCE becomes=the cosl price, in other
words when the acricuLtTuraL caritar has the same composition as
the NON-AGRICULTURAL AVERAGE CAPITAL.

Ricardo’s proposition would only be correct if expressed like
this: When the value of acricuLTuraL PRODUCE=]1TS cost price, then
there is no absolute rent. But he is wrong because he says: There
is no aesoLuTE RENT because value and cost price are altogether
identical, both in industry and in agriculture. On the contrary,
agriculture would belong to an exceptional class of industry, if its
value and cost price were identical.

Even when admitting that there may be no portion of rano
which does not pay a rent, Ricardo believes that by referring to
the fact that at least some portion of the capital emrroven on the
LAND pays no rent he substantially improves his case. The one racr
is as irrelevant to the theory as the other. The real question is this:
Do the products of these lands or of this capital regulate the
market value? Or must they not rather sell their products below
their value, because their abpiTionaL suppry is only saleable at, not
above, this market value which is regulated without them. So far as
the portion of capital is concerned, the matter is simple, because
for the rarmer who invests an abprrionaL amount of capital LANDED
PROPERTY does not exist and as a capitalist he is only concerned with
the cost price; if he possesses the abpriionaL capital, it is more
advantageous for him to invest it on his rarM, even below the
AVERAGE PROFIT, than to lend it out and to receive only interest and no
profit. So far as the land is concerned, those portions of land
which do not pay a rent form component parts of estates that pay
rent and are not separable from the estates with which they are
let; they cannot however be let in isolation from the rest to a
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CAPITALIST FARMER (but perhaps to a coTTiEr Or to a sMALL caPrTALIsT). In
relation to these bits of land, the rarMer is again not confronted by
“LANDED PROPERTY’. Alternatively, the rropriETorR must cultivate the
land himself. The rarmer cannot pay a rent for it and the LanoLorp
does not let it for nothing, unless he wants to have his land made
arable in this fashion without incurring any expense.

The situation would be different in a country in which the
composITION Of the AGRrICULTURAL caPiTaL=the AVERAGE composiTiON of the
NON-AGRICULTURAL CaAPITAL, Which presupposes a high level of develop-
ment in agriculture or a low level of development in industry. In
this case the value of the acricuLTuRAL PRODUCE=ItS cost price. Only
differential rent could be paid then. The land which yields no
differential rent but only an acricurturaL RENT, could then pay no
rent. For if the farmer sells the agricultural produce at its value, it
only covers its cost price. He therefore pays no rent. The
pROPRIETOR must then cultivate the land himself, or the so-called
fermage® collected by him is a part of his tenant’s profit or even of
his wages. That this might be the case in one country does not
mean that the opposite might not happen in another country.
Where, however, industry—and therefore capitalist production—
is at a low level of development, there are no CAPITALIST FARMERS,
whose existence would presuppose capitalist production on the
land. Thus, quite different circumstances have to be considered
here, from those involved in the economic organisation in which
landed property as an economic category exists only in the form
of rent.

In the same Cu. XVII, Ricardo says:

*“Raw produce is not at a monopoly price, because the market price of barley
and wheat is as much regulated by their cost of production, as the market price of
cloth and linen. The only difference is this, that one portion of the capital employed
in agriculture regulates the price of corn, namely, that portion which pays no rent;
whereas, in the production of manufactured commodities, every portion of capital is
employed with the same results; and as no portion pays rent, every portion is equally a
regulator of price” * (Lc., pp. 290-91).

ThlS aSSCrtiOn, THAT EVERY PORTION OF CAPITAL IS EMPLOYED WITH THE SAME
resuLts and that none pays rent (which is, however, called surrLus
rroFIT here) is not only wrong, but has been refuted by Ricardo
himself [XII-650]'® as we have seen previously.”

We now come to the presentation of Ricardo’s theory of surplus
value.

a Rent.— Ed.
b See present edition, Vol. 31, pp. 428, 526-27 and also this volume, p. 13.— Ed
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1) Quantity of Labour and Value of Labour

Ricardo opens Cu. I, “On Value”, with the following heading of
Secr. I:

*“The value of a commodity, or the quantity of any other commodity for which
it will exchange, depends on the relative quantity of labour which is necessary for its
production, and not on the greater or less compensation which is paid for that
labour.” *

In the style which runs through the whole of his enquiry,
Ricardo begins his book here by stating that the determination of
the value of commodities by labour time is not incompatible with
wages, in other words with the varying compensation paid for that
labour time or that quantity of labour. From the very outset, he
turns against Adam Smith’s confusion between the determination
of the value of commodities by the PROPORTIONAL QUANTITY OF LABOUR
REQUIRED FOR THEIR PRODUCTION AND THE VALUE OF LABOUR (oT the compensa-
tion paid for rasouwr).

It 1s clear that the proportional quantity of labour contained in
two commodities A and B, is absolutely unaffected by whether the
workers who produce A and B receive much or little of the
product of their labour. The value of A and B is determined by
the quantity of labour which their production costs, and not by the
costs of labour to the owners of A and B. Quantity of labour and
value of labour are two different things. The quantity of labour
which is contained in A and B respectively, has nothing to do with
how much of the labour contained in A and B the owners of A
and B have paid or even performed themselves. A and B are
exchanged not in proportion to the paid labour contained in
them, but in proportion to the total quantity of labour they
contain, paid and unpaid.

**Adam Smith, who so accurately defined the original source of exchangeable
value and who was bound in consistency to maintain, that all things became more
or less valuable in proportion as more or less labour was bestowed on their
production, has himself erected another standard measure of value, and speaks of
things being more or less valuable, in proportion as they will exchange for more or less
of this standard measure... as if these were two equivalent expressions, and as if because a
man’s labour had become doubly efficient, and he could therefore produce twice
the quantity of 2 commodity, he would necessarily receive twice the former quantity
" in exchange for it” * (that is for his *labour). “If this indeed were true, if the reward
of the labourer were always in proportion to what he produced, the quantity of labour
[bestowed on a commodity, and the quantity of labour] which that commodity would
purchase, would be equal, and either might accurately measure the variations of other
things: but they are not equal”* ([p.] 5).

Adam Smith nowhere asserts THAT ‘‘THESE WERE TWO EQUIVALENT
exprEssioNs”.  On  the contrary, he says: Because in capitalist



Theories of Surplus Value. Ricardo 33

production, the wage of the worker is ne longer equal to his
product, therefore, the quantity of labour which a commodity
costs and the quantity of commodities that the worker can
purchase with this labour are two different things— for this very
reason the relative quantity of labour contained in commodities
ceases to determine their value, which is now determined rather
by the vaLue oF raBour, by the quantity of labour that I can
purchase, or command with a given amount of commodities. Thus
the vaLue oF Lasour, instead of the ReLATIVE QuaNTITY OF LABOUR becomes
the measure of value. Ricardo’s reply to Adam Smith is
correct—that the relative quantity of labour which is contained in
two commodities is in no way affected by how much of this
quantity of labour falls to the workers themselves and by the way
this labour is remunerated; if the reLaTIVE QUANTITY OF LABOUR was the
measure of value of commeodities before the supervention of wages
(wages that differ from the value of the products themselves),
there is therefore no reason at all, why it should not continue to
be so after wages have come into being. He argues correctly, that
Adam Smith could use both expressions so long as they were
EQuivaLeNT, but that this is no reason for using the wrong
expression instead of the right one when they have ceased to be
EQUIVALENT.

But Ricardo has by no means thereby solved the problem which
is the real cause of Adam Smith’s contradiction. VaLuE or LaBoUR
and QUANTITY OF LABOUR Temain ‘‘EQUIVALENT EXPRESSIONS”, sO long as it is
a question of objectified labour! [XII-651] They cease to be
equivalents as soon as objectified labour is exchanged for living
labour.

Two commodities exchange in proportion to the labour objectified
in them. Equal quantities of objectified labour are exchanged for
one another. Labour time is their sTanparp MEASURE, but precisely for
this reason they are ‘‘“MORE OR LESS VALUABLE, IN PROPORTION AS THEY WILL
EXCHANGE FOR MORE OR LESS OF THIS STANDARD MEASURE”. If the commodity A
contains one working day, then it will exchange against any
quantity of commodities which likewise contains one working day
and it is ““MORE OR LEss vaLuaBLE” In proportion as it exchanges for
more or less objectified labour in other commodities, since this
exchange relationship expresses, is identical with, the relative
quantity of labour which it itself contains.

Now wage labour, however, is a commodity. It is even the basis on
which the production of preducts as commodities takes place. The
law of value is not applicable to it. Capitalist production therefore
is not governed at all by this law. Therein lies a contradiction. This
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is the first of Adam Smith’s problems. The second—which we
shall find further amplified by Malthus®—lies in the fact that the
utilisation of a commodity (as capital) is proportional not to the
amount of labour it contains, but to the extent to which it
commands the labour of others, gives power over more labour of
others than it itself contains. This is i racT a second latent reason
for asserting that since the beginning of capitalist production, the
value of commodities is determined not by the labour they contain
but by the living labour which they command, in other words, by
the value of labour.

Ricardo simply answers that this is how matters are in capitalist
production. Not only does he fail to solve the problem; he does
not even realise its existence in Adam Smith’s work. In conformity
with the whole arrangement of his investigation, Ricardo is
satisfied with demonstrating that the changing value of labour—in
short, wages—does not invalidate the determination of the value
of the commodities, which are distinct from labour itself, by the
relative quantity of labour contained in them.  THEY are NOT EQUAL”,
that is ““THE QUANTITY OF LABOUR BESTOWED ON A COMMODITY, AND THE QUANTITY
OF LABOUR WHICH THAT cOMMODITY wouLb PURCHASE”. He contents himself
with stating this fact. But how does the commodity labour differ
from other commodities? One is living labour and the other
objectified labour. They are, therefore, only two different forms of
labour. Since the difference is only a matter of form, why should a
law apply to one and not to the other? Ricardo does not
answer—he does not even raise this question.

Nor does it help when he says:

**“Is not the value of labour ... variable; being not only affected, as all other
things” * (should read * commodities) “are, by the proportion between the supply
and demand, which uniformly varies with every change in the condition of the
community, but also by the varying price of food and other necessaries, on which
the wages of labour are expended?”* ([p.] 7).

That the erice oF LaBour, like that of other commodities, changes
with pemanp and suerLy proves nothing in regard to the varue or
LABOUR, according to Ricardo, just as this change of price with suppLy
and pemanp proves nothing in regard to the vALUE oF OTHER
commopities. But that the “waces or Lasour”—which is only another
expression for the vaiue or Lasovr—are affected by “THE varYING pRICE
OF FOOD AND OTHER NECESSARIES, ON WHICH THE WAGES OF LABOUR ARE EXPENDED”,
shows just as little why the vaLue oF LaBour is (or appears to be)
determined differently from the vaLue of other commopities. For

2 See this volume, pp. 210-11.— Ed
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these too are affected by the VaARYING PRICE OF OTHER COMMODITIES WHICH
ENTER INTO THEIR PRODUCTION, AGAINST WHICH THEY ARE ExCHANGED. And after
all, the EXPENDITURE OF THE WAGES OF LABOUR UPON FOOD AND NECESSARIES
means nothing other than the Eexcuance of the vaLue oF LaBour
AGAINST FOOD AND NECESSARIES. The question is just why rasouvr and the
commodities against which it is exchanged, do not exchange according
to the law of value, according to the relative quantities of
labour.

Posed in this way, and presupposing the law of value, the question
is intrinsically insoluble, because r4sour as such is counterposed to
commodity, a definite quantity of immediate labour as such is
counterposed to a definite quantity of objectified labour.

This weakness in Ricardo’s discourse, as we shall see later,* has
contributed to the disintegration of his school, and led to the
proposition of absurd hypotheses.

[XII-652] Wakefield is right when he says:

*“Treating labour as a commodity, and capital, the produce of labour, as another,
then, if the value of these two commodities were regulated by equal quantities of labour, a
given amount of labour would, under all circumstances, exchange for that quantity
of capital which had been produced by the same amount of labour; antecedent
labour [...) would always exchange for the same amount of present labour [...] But the
value of labour, in relation to other commodities, in so far, at least, as wages
depend upon share, is determined, not by equal quantities of labour, but by the
proportion between supply and demand” * (E. G. Wakefield, Note on p. [230], 231
of Vol. I of his edition of Adam Smith’s Wealth of Nations, London, 1835.13)

This is also one of Bailey’s hobby-horses; to be looked up later.
Also Say, who is very pleased to find that here, all of a sudden,
SUPPLY AND DEMaND are said to be the decisive factors.*

2) Value of Labour Capacity. Varue or Lasour

In order to determine surplus value, Ricardo, like the Physio-
crats, Adam Smith, etc., must first determine the value of labour
capacity or, as he puts it—following Adam Smith and his
predecessors—THE VALUE OF LABOUR.

Re 1. Another point to be noted here: Ch. I, Sect. 3, bears the
foliowing heading:

*“Not only the labour applied immediately to commodities affects their value, but
the labour also which is bestowed on the implements, tools, and buildings, with which

such labour is assisted” * [Ricardo, On the Principles of Political Economy..., 3rd ed.,
London, 1821, p. 16].

2 See this volume, pp. 258 et seq.— Ed.
b Ibid., pp. 334-39.— Ed
¢ Cf. ibid., p. 36.—Ed
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Thus the value of a commodity is equally determined by the
quantity of objectified (past) labour and by the quantity of lLving
(immediate) labour required 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 exchanged
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
commodities, has no effect on the determination of value? Ricardo
does not answer this question, he does not even raise it.

How then is the value or ~aturaL price of labour determined?
According to Ricardo, the naturaL price is in fact nothing but the
MONETARY EXPRESSION OF VALUE.

** Labour, like all other things which are purchased and sold, and which may be
increased or diminished [in quantity]” * (i.e. like all other commodities) * “has its
natural and its market price. The natural price of labour is that price which is
necessary to enable the labourers, one with another, to subsist and perpetuate their
race, without either increase or diminution.” * (Should read: *with that rate of
increase required by the average progress of production.) “The power of the
labourer to support himself, and the family which may be necessary to keep up the
number of labourers, ... depends on the price of the food, necessaries, and conveniences,
required for the support of the labourer and his family. With a rise in the price of food
and necessaries, the natural price of labour will rise; with the fall in thgir price, the
natural price of labour will fall” ([p.] 86).

*It is not to be understood that the natural price of labour, estimated even in
food and necessaries, is absolutely fixed and constant. It varies at different times in
the same country, and very materially differs in different countries. It essentially
depends on the habits and customs of the people” * ([p.] 91).

The vaLue or Lasour is therefore ‘determined by the means of
subsistence which, in a given society, are traditionally necessary for
the maintenance and reproduction of the labourers.

But why? By what law is the varLue or Lasour determined in this
way?

Ricardo has in fact no answer, other than that the law or suepLy
anp peManp reduced the average price of labour to the means of
subsistence that are necessary (physically or socially necessary in a
given society) for the maintenance of the labourer. [X1I-653] He
determines value here, in one of the basic propositions of the
whole system, by demand and supply—as Say notes with malicious
pleasure. (See Constancio’s translation.')

Instead of labour, Ricardo should have discussed labour capacity.
But had he done so, capital would also have been revealed as the
material conditions of labour, confronting the labourer as power
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that had acquired an independent existence. And capital would at
once have been revealed as a definite social relationship. Ricardo
thus only distinguishes capital as ‘“‘accumuLaTep Lasour” from
“IMMEDIATE LaBOUR”. And it is something purely physical, only an
element in the labour process, from which the relation between
the worker and capital, waces anp proriTs, could never be developed.

*“Capital is that part of the wealth of a country which is employed in
production, and consists of food, clothing, tools, raw materials, machinery, etc.,
necessary to give effect to labour” ([p.] 89). “Less capital, which is the same thing as
less labour” ([p.} 73). “Labour and capital, that is, accumulated labour” * (l.c., p. 499).

The jump which Ricardo makes here is correctly sensed by
Bailey:

*“Mr. Ricardo, ingeniously enough, avoids a difficulty, which, on a first view,
threatens to encumber his doctrine, that value depends on the quantity of labour
employed in production. If this principle is rigidly adhered to, it follows, that the
value of labour depends on the quantity of labour employed in producing it—which is
evidently absurd. By a dexterous turn, therefore, Mr. Ricardo makes the value of
labour depend on the quantity of labour required to produce wages, or, to give
him the benefit of his own language, he maintains, that the value of labour is to be
estimated by the quantity of labour required to produce wages; by which he means,
the quantity of labour required to produce the money or commodities given to the
labourer. This is similar to saying, that the value of cloth is to be estimated, not by
the quantity of labour bestowed upon its production, but by the quantity of labour
bestowed on the production of silver, for which the cloth is exchanged”* (A
Critical Dissertation on the Nature, Measures, and Causes of Value efc., London, 1825,

[pp.] 50-51).

Literally the objection raised here is correct. Ricardo distin-
guishes between w~omivaL and RreaL waces. NOMINAL waGEs are wages
expressed in money, MONEY WAGES.

““ NOMINAL WAGES” are ‘“THE NUMBER OF POUNDS THAT MAY BE ANNUALLY PAID TO
THE LABOURER”, but REAL WAGES are ‘““THE NUMBER OF DAY'S WORK2 NECESSARY TO
OBTAIN THOSE POUNDS” (Ricardo, l.c. [p.] 152).

As waces=the nrcessariEs for the raBourer, and the value of these
waces (the rear wacis)=the value of these NEcEssarigs, it is obvious
that the value of these ~ecessaries=the reaL waces,=the labour which
they can command. If the value of the ~rcessaries changes, then the
value of the reaL waces changes. Assume that the Necessaries of the
labourer consist only of corn, and that the quantity of means of
subsistence which he requires is 1 qr of corn per month. Then the
value of his wages=the value of 1 qr of corn; if the value of the qr

2 In the manuscript these words are followed by the German equivalent in
brackets.— Ed.
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of corn rises or falls, then the value of the month’s labour rises or
falls. But however much the value of the qr of corn rises or falls
(however much or litde labour the qr of corn contains), it is
always=to the value of one month’s labour. And here we have the
hidden reason for Adam Smith’s assertion, that as soon as capital,
and consequently wage labour, intervenes, the value of the
product is not regulated by the QUANTITY OF LABOUR BESTOWED UPON it
BUT DY THE QUANTITY OF LABOUR IT CAN COMMAND. The value of corn (anp or
OTHER NECEssARIES) determined by labour time, changes; but, so long
as the NATURAL PRICE OF LABOUR is paid, the quantity of labour that the
qr of corn can command remains the same. Labour has,therefore,
a permanent relative value as compared with corn. That is why for
Smith too, the vaLur oF Lasour and the vALUE oF corn (FOR Foop. See
Deacon Hume'®) [are] STANDARD MEASURES OF VALUE. BECAUSE A CERTAIN
QUANTITY OF CORN $O LONG AS THE NATURAL PRICE OF LABOUR IS PAID, COMMANDS A
CERTAIN QUANTITY OF LABOUR, WHATEVER THE QUANTITY OF LABOUR BESTOWED UPON
ONE QR OF corN. The same quantity of labour always commands the
same use value, or rather the same use value always commands the
same quantity of labour. Even Ricardo determines the vALUE oF LABOUR,
ITS NATURAL PRICE, in this way. Ricardo says: The gr of corn may have
very different wvalues, although it always commands—or is
commanded by—the same [X11-654] quantity of labour. Yes, says
Adam Smith: However much the value of the gr of corn,
determined by labour time, may change, the worker must always
pay (sacrifice) the same quantity of labour in order to buy it. The
value of corn therefore alters, but the value of labour does not,
since 1 month’s labour =1 qr of corn. The value of corn too
changes only in so far as we are considering the labour required
for its production. If, on the other hand, we examine the quantity
of labour against which it exchanges, which it sets into motion, its
value does not change. And that is precisely why the quantITY OF
LABOUR, AGAINST WHICH A QR OF CORN 1S EXCHANGED, [iS] THE STANDARD MEASURE OF
vaLve. But the values of the other commodities have the same
relation to labour as they have to corn. A given quantity of corn
commands *a given quantity of labour. A given quantity of every
other commodity commands a certain quantity of corn. Hence
every other commeodity—or rather the value of every other
commodity—is expressed by the quantity of labour it commands,
since it is expressed by the quantity of corn it commands, and the
latter is expressed by the quantity of labour it commands.*

But how is the value of other commodities in relation to corn
(nEcEssaries) determined? By the QuaNTITY OF LABOUR THEY coMMaND. And
how is the quanTITY OF LABOUR THEY comManD determined? By the
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QUANTITY OF CORN THAT LABOUR coMMANDS. Here Adam Smith is inevitably
caught up in a cercle vicieux® (Although, By THE BY, he never uses
this Measure oF vaue when making an actual analysis.) Moreover
here he confuses—as Ricardo also often does—Ilabour, the
intrinsic measure of value, with money, the external measure, which
presupposes that value is already determined; although he and
Ricardo have declared that labour is

“THE FOUNDATION OF THE VALUE OF COMMODITIES” while “THE COMPARATIVE
QUANTITY OF LABOUR WHICH IS NECESSARY TO THEIR PRODUCTION” is “THE RULE
WHICH DETERMINES THE RESPECTIVE QUANTITIES OF GOODS WHICH SHALL BE GIVEN IN
EXCHANGE FOR EACH OTHER” (Ricardo, l.c., p. 80).

Adam Smith errs when he concludes from the fact that a
definite quantity of labour is excHanceasie for a definite quantity of
use value, that this definite quantity of labour is the measure of
value and that it always has the same value, whereas the same
quantity of use value can represent very different exchange values.
But Ricardo errs twice over; firstly because he does not
understand the problem which causes Adam Smith’s errors;
secondly because disregarding the law of value of commodities
and taking' refuge in the vraw oF suppLy aND DEMAND, he himself
determines the wvalue of labour, not by the quantity of labour
BESTOWED UPON THE FORCE OF LABOUR, BUT UPON THE WAGES ALLOTTED TO THE
LaBourer. Thus v FacT he says: The value of labour is determined
by ‘the value of the money which is paid for it! And what
determines this? What determines the amount of money that is
paid for it? The quantity of use value that a given amount of
labour commands or the quantity of labour that a definite quantity
of use value commands. And thereby he falls literally into the very
inconsistency which he himself condemned in Smith.

This, as we have seen, also prevents him from grasping the
specific distinction between commodity and capital, between the
exchange of commodity for commodity and the exchange of
capital for commodity—in accordance with the law of exchange of
commodities.

The above example was this: 1 gqr of corn=1 month’s labour, say
30 working days. (A working day of 12 hours.) In this case the
value of 1 gr corn < 30 working days. Ir 1 qr corn were the prod-
uct of 30 working days, the value of the labour=its product. There
would be no surplus value, and therefore no profit. No capital.
In actual fact, therefore, if 1 qr corn represents the wages for 30
working days, the value of 1 qr corn always < 30 working days.

a Vicious circle.— Ed
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The surplus value depends on how much less it is. For example,
1 gr corn=25 working days. Then the surplus value=5 working
days='/¢ of the total labour time. If 1 qr (8 susELs)=25 working
days, then 30 working days=1 qr 13/5 susneis. The value of the 30
working days (i.e. the wage) is therefore always smaller than the
value of the product which contains the labour of 30 working
days. The value of the corn is thus determined not by the
{X11-655] labour which it commands, for which it exchanges, but
by the labour which is contained in it. On the other hand, the
value of the 30 days’ labour is always determined by 1 qr corn,
whatever this may be.

3) Surplus Value

Apart from the confusion between rLasour and labour capacity,
Ricardo defines the averace wacks or the vALUE oF LABOUR correctly.
For he says that it is determined neither by the money nor by the
means of subsistence which the labourer receives, but by the labour
time which it costs to produce them, that is, by the quantity of labour
objectified in the means of subsistence of the labourer. This he calls
the Rrear waces. (See later.?)

This definition, moreover, necessarily follows from his theory.
Since the vaLuE or LaBouR is determined by the varue of the necessary
means of subsistence on which this vaLue 1s 7o BE ExeENDED, and the
VALUE OF NECESSARIES, LIKE THAT OF ALL OTHER COMMODITIES, IS DETERMINED BY THE
QUANTITY OF LABOUR BESTOWED UPON THEM, it naturally follows THAT THE
VALUE OF LABOUR=THE VALUE OF NECESSARIES = THE QUANTITY OF LABOUR BESTOWED
UPON THESE NECESSARIES.

However correct this formula is (apart from the direct
opposition of rasour and caprraL), it is, nevertheless, inadequate.
Although in replacement of his waces the individual labourer does
not directly produce—or reproduce, taking into account the continui-
ty of this process—products on which he lives //he may produce
products which do not enter into his consumption at all, and even
if he produces ~ecessaries, he may, due to the division of labour,
only produce a sINGLE PART OF the NEcEssariks, for instance corNn—and
GIVES IT ONLY ONE FORM (e.g. in that oF corn, NoT oF BREAD)//, but he
produces commodities to the value of his means of subsistence, that
is, he produces the value of his means of subsistence. This means,
therefore, if we consider his daily average consumption, that the
labour time which is contained in his daily ~NEcessaries, forms one

a See this volume, pp. 52-59.— Ed
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part of his working day. He works one part of the day in order to
reproduce the value of his Necessamies; the commodities which he
produces in this part of the working day have the same value, or
represent a quantity of labour time equal to that contained in his
daily NEcessaries. It depends on the value of these NEcessaries (in other
words on the social productivity of labour and not on the
productivity of the individual branch of production in which he
works) how great a part of his working day is devoted to the
reproduction or production of the value, i.e. the equivalent, of his
means of subsistence. Ricardo of course assumes that the labour
time contained in the daily Necessaries=the labour time which the
labourer must work daily in order to reproduce the value of these
NECESSARIES. But by not directly showing that one part of the
labourer’s working day is assigned to the reproduction of the value
of his own labour capacity, he introduces a difficulty and obscures
the clear understanding of the relationship. A twofold confusion
arises from this. The origin of surplus value does not become clear
and consequently Ricardo is reproached by his successors for
having failed to grasp and expound the nature of surplus value.
That is part of the reason for their scholastic attempts at
explaining it. But because thus the origin and nature of surplus
value is not clearly comprehended, the surplus labour+the
necessary labour, in short, the total working day, is regarded as a
fixed magnitude, the differences in the amount of surplus value
are overlooked, and the productivity of capital, the compulsion to
perform surplus labour—on the one hand [capital’s enforcement of]
absolute [surplus value], and on the other its innate urge to shorten
the necessary labour time—are not recognised, and therefore
the historical justification for capital is not set forth. Adam
Smith, however, had already stated the correct formula. Important
as it was, to resolve VALUE into LABOUR, it was equally important to
resolve surrLUS VALUE into surrLus LaBouR, and to do so in explicit
terms.

Ricardo starts out from the actual fact of capitalist production.
The value of labour < the value of the product which it creates.
The value of the product therefore > the value of the labour
which produces it, or the value of the waces. The excess of the
value of the product over the value of the waces=the surplus value.
(Ricardo wrongly uses the word profit, but, as we noted earlier, he
identifies profit with surplus value here and is really speaking of
the latter.) For him it is a fact, that the value of the product > the
value of the waces. How this fact arises, remains unclear. The total
working day is greater than that part of the working day which is

4*
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required for the production of the waces. Why? That does not
emerge. The magnitude of the total working day is therefore wrongly
assumed to be fixed, and directly entails wrong conclusions. The
increase or decrease in surplus value can therefore be explained
only from the growing or diminishing productivity of social labour
which produces the necessaries. That is to say, only relative surplus
value is understood.

{X11-656] It is obvious that if the labourer needed his whole day
to produce his own means of subsistence (i.e. commodities equal to
the value of his own means of subsistence), there could be no
surplus value, and therefore no capitalist production and no wage
labour. This can only exist when the productivity of social labour
is sufficiently developed to make possible some sort of excess of
the total working day over the labour time required for the
reproduction of the waces—i.e. surplus labour, whatever its mag-
nitude. But it is equally obvious, that with a given labour time ([a
given] length of the working day) the productivity of labour may
be very different, on the other hand, with a given productivity of
labour, the labour time, the length of the working day, may be
very different. Furthermore, it is clear that though the existence
of surplus labour presupposes that the productivity of labour has
reached a certain level, the mere possibility of this surplus labour
(i.e. the existence of that necessary minimum productivity of
labour), does not in itself make it a reality. For this to occur, the
labourer must first be compelled to work beyond the limits [of
necessary labour], and this compulsion is exerted by capital. This is
missing in Ricardo’s work, and therefore also the whole struggle
over the regulation of the normal working day.

At a low stage of development of the social productive power of
labour, that is to say, where the surplus labour is relatively small,
the class of those who live on the labour of others will generally be
small in relation to the number of labourers. It can considerably
grow (proportionately) in the measure in which productivity and
therefore relative surplus value develop.

It is moreover unperstoon that the value of labour varies greatly in
the same country at different periods and in different countries
during the same period. The temperate zones are however the
home of capitalist production. The social productive power of
labour may be very undeveloped; yet this may be compensated
precisely in the production of the nrcessamies, on the one hand, by
the fertility of the natural agents, such as the land; on the other
hand, by the limited requirements of the population, due to
climate, etc.—this is, for instance, the case in India. Where
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conditions are primitive, the minimum wage may be very small
(quantitatively in use values) because the social needs are not yet
developed though it may cost much labour. But even if an average
amount of labour were required to produce this minimum wage,
the surplus value created, although it would be high in proportion
to the wage (to the necessary labour time), would, even with a high
rate of surplus value, be just as meagre (proportionately)—when
expressed in terms of use values—as the wage itself.

Let the necessary labour time=10, the surplus labour=2, and
the total working day=12 hours. If the necessary labour time=12,
the surplus labour=2%/5; and the total working day=14%/s hours,
then the values produced would be very different. In the first case
[they]=12 hours, in the second= 14%/; hours. Similarly, the
absolute magnitude of the surplus value: In the former case [it]=2
hours, in the latter=2%/s. And yet the rate of surplus value or of
surplus labour would be the same, because 2:10=2%/5:12. If, in the
second case, the variable capital which is laid out were greater,
then so also would be the surplus value or surplus labour
appropriated by it. If in the latter case, the surplus labour were to
rise by */; hours instead of by /5 hours, so that it=3 hours and the
total working day=15 hours, then, although the necessary labour
time or the minimum wage had increased, the rate of surplus value
would have risen, for 2:10='/; but 3:12='/,. Both could occur if,
as a result of the corn, etc., becoming dearer, the minimum wage
had increased from 10 to 12 hours. Even in this case, therefore,
not only might the rate of surplus value remain the same, but the
aMouNt and raTE of surplus value might grow. But let us suppose
that the necessary wage=10 hours, as previously, the surplus
labour=2 hours and all other conditions remained the same (that
is, leaving out of account here any lowering in the production
costs of constant capital). Now let the labourer work 2?2/, hours
longer, and appropriate 2 hours, while the %5 forms surplus
labour. In this case wages and surplus value would increase in
equal proportion, the former, however, representing more than
the necessary wage or the necessary labour time.

If one takes a given magnitude and divides it into two parts, it is
clear that one part can only increase in so far as the other
decreases, and vice versa. But this is by no means the case with
growing magnitudes (fluxions'®). And the working day represents
such a growing magnitude (as long as no normal working day has
been won). With such magnitudes, both parts can grow, either to
an equal or unequal extent. An increase in one is not brought
about by a decrease in the other and vice versa. This is moreover
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the only case in which wages and surplus value, in terms of
exchange value, can both increase and possibly even in equal
proportions. That they can increase in terms of use value is
self-evident; this can increase [XII-657] even if, for example, the
value of rLasour decreases. From 1797 to 1815, when the price of
corn and [also] the nominal wage rose considerably in England,
the daily hours of labour increased greatly in the principal
industries, which were then in a phase of ruthless expansion; and
I believe that this arrested the fall in the rate of profit, because it
arrested the fall in the rate of surplus value. In this case, however,
whatever the circumstances, the normal working day is lengthened
and the normal span of life of the labourer, hence the normal
duration of his labour capacity, is correspondingly shortened. This
applies where a constant lengthening [of the working day] occurs.
If it is only temporary, in order to compensate for a temporary
rise in wages, it may (except in the case of children and women)
have no other result than to prevent a fall in the rate of profit in
those enterprises where the nature of the work makes a
prolongation of labour time possible. (This is least possible in
agriculture.)

Ricardo did not consider this at all since he investigated neither
the origin of surplus value nor absolute surplus value and
therefore regarded the working day as a given magnitude. For this
case, therefore, his law—that surplus value and wages (he
erroneously says profit and wages) in terms of exchange value can
rise or fall only in inverse proportion— is incorrect.

Firstly let us assume that the necessary labour time and the
surplus labour remain constant. That is 10+2; the working
day=12 hours, surplus value=2 hours; the rate of surplus
value=1/s.

The necessary labour time remains the same; surplus
labour increases from 2 to 4 hours. Hence 10+4=a working
day of 14 hours; surplus value=4 hours; rate of surplus
value=4:10=*/,0=2/5.

In both cases the necessary labour time is the same; but the
surplus value in the one case is twice as great as in the other and
the working day in the second case is '/s longer than in the first.
Furthermore, although the wage is the same, the values produced,
corresponding to the quantities of labour, would be very different;
in the first case [it}=12 hours, in the second=12+"%/;=14. It is
therefore wrong to say that, presupposing that the wage remains the
same (in terms of value, of necessary labour time), the surplus value
contained in two commodities is proportionate to the quantities of
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labour contained in them. This is only correct where the normal
working day is the same.

Let us further assume that as a result of the rise in the pro-
ductive power of labour, the necessary wage (although it remains
consTANT in terms of Expenpep use values) falls from 10 to 9 hours
and similarly that the surplus labour time falls from 2 to 1%
hours (%/s). In this case 10:9=2:1%/;. Thus the surplus labour time
would fall in the same proportion as the necessary labour time.
The rate of surplus value would be the same in both cases, for
2=" and 1*5=%/5. 1*/5:9=2:10. The quantity of use values that
could be bought with the surplus value, would —according to the
assumption—also remain the same. (But this would apply only to
those use values which are necessarizs.) The working day would
decrease from 12 to 10%/s. The amount of value produced in the
second case would be smaller than that produced in the first. And
despite these unequal quantities of labour, the rate of surplus
value would be the same in both cases.

In discussing surplus value we have distinguished between
surplus value and the rate of surplus value. Considered in relation
to one working day, the surplus value=the absolute number of
hours which it represents, 2, 3, etc. The rate=the proportion of
this number of hours to the number of hours which makes up the
necessary labour time. This distinction is very important, because
it indicates the varying length of the working day. If the surplus
value=2, then [the rate]=/;, if the necessary labour time=10; and
s, if the necessary labour time=12. In the first case the working
day=12 hours and in the second=14. In the first case the rate of
surplus value is greater, while at the same time the labourer works
a smaller number of hours per day. In the second case the rate of
surplus value is smaller, the value of the labour capacity is greater,
while at the same time the labourer works a greater number of
hours per day. This shows that, with a constant surplus value (but
a working day of unequal length), the rate of surplus value may be
different. The earlier case, 10:2 and 9:1%s, shows how with a
constant rate of surplus value (but a working day of unequal
length), the surplus value itself may be different (in one case
9[hours] and in the other 1%/).

I have shown previously (Cu. II), that if the length of the
working day and also the necessary labour time, and therefore
the rate of surplus value are given, the amount of surplus value
depends on the number of workers simultaneously employed by
the same capital® This was a tautological statement. For if

2 See present edition, Vol. 30, pp. 185-90.— Ed.
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1 working day gives me 2 surplus hours, then 12 working days
give me 24 surplus hours or 2 surplus days. The statement,
however, becomes very important in connection with the determi-
nation of profit, which is equal to the proportion of surplus value
to the capital advanced, thus depending on the absolute amount of
surplus value. It becomes important because capitals of equal size
but different organic composition employ unequal numbers of
labourers; they must thus produce unequal amounts of surplus
value, and therefore unequal profits. With a falling rate of surplus
value, the profit may rise and with a rising rate of surplus value,
the profit may fall; or the profit may remain unchanged, if a rise
or fall in the rate of surplus value is compensated by a counter
movement affecting the number of workers employed. Here we
see immediately, how extremely wrong it is [XII-658] to identify
the laws relating to the rise and fall of surplus value with the laws
relating to the rise and fall of profit. If one merely considers the
simple law of surplus value, then it seems a tautology to say that
with a given rate of surplus value (and a given length of the
working day), the assoLute aMoUNT of surplus value depends on the
amount of capital employed. For an increase in this amount of
capital and an increase in the number of labourers simultaneously
employed are, on the assumption made, identical, or merely
[different] expressions of the same fact. But when one turns to an
examination of profit, where the amount of the total capital
employed and the number of workers employed vary greatly for
capitals of equal size, then the importance of the law becomes
clear.

Ricardo starts by considering commodities of a given value, that is
to say, commodities which represent a given quantity of labour.
And from this starting-point, absolute and relative surplus value
appear to be always identical. (This at any rate explains the
one-sidedness of his mode of procedure and corresponds with his
whole method of investigation: to start with the value of the
commodities as determined by the definite labour time they-
contain, and then to examine to what extent this is affected by
wages, profits, etc.) This appearance is nevertheless false, since it is
not a question of commodities here, but of capitalist production,
of commodities as products of capital. Assume that a capital
employs a certain number of workers, for example 20, and that
wages=£20. To simplify matters let us assume that the fixed
capital=0, i.e. we leave it out of account. Further, assume that
these 20 workers spin £80 of cotton into yarn, if they work 12
hours per day. If 1 Ib. of cotton costs 1 s. then 20 lbs cost £1 and
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£80=1,600 Ibs. If 20 workers spin 1,600 lbs in 12 hours, then
[they spin] “*°/;; Ibs=133'/5 Ibs in 1 hour. Thus, if the necessary
labour time=10 hours, then the surplus labour time=2 [hours]
and this=2662/; lbs yarn. The value of the 1,600 lbs would=£104.
For if 10 hours of work=£20, then 1 hour of work=£2 and
2 hours of work=£4, hence 12=24. (80+24=£104.) But if each of
the workers worked 4 hours of surplus labour, then their
product=£8 (I mean the surplus value which they create—their
product v ract=£28"'"). The total product=£121"/3."® And this
£121'/5=1,866%/5 Ibs of yarn. As before, since the conditions of
production remained the same, 1 lb. of yarn would have the same
value; it would contain the same amount of labour time.
Moreover, according to the assumption, the necessary wages—
their value, the labour time they contained—would have remained
CONSTANT.

Whether these 1,866 %5 Ibs of yarn were being produced under
the first set of conditions or under the second, i.e. with 2 or with
4 hours surplus labour, they would have the same value in both
cases. The value therefore of the additional 266%/5 Ibs of cotton
that are spun, is £13 6%ss. This, added to the £80 for the
1,600 Ibs, amounts to £93 6%/ss. and in both cases 4 working
hours more for 20 men=£8. Altogether £28 for the labour, that is
£121 6%ss. The wages are, in both cases, the same. The Ib. of yarn
costs in both cases 1¥/10s. Since the value of the Ib. of cotton=1s.,
what remained for the newly added labour in 1 Ib. of yarn would
in both cases amount to */;0s.=3%:d. (or '%/sd.). Nevertheless,
under the conditions assumed, the relation between value and
surplus value in each Ib. of yarn would be very different. In the
first case, since the necessary labour=£20 and the surplus
labour=£4, or since the former=10 hours and the latter=2 hours,
the ratio of surplus labour to necessary labour=2:10=%/,4="/s.
(Similarly £4:£20="/5='/5.) The 3%/:d. in a lb. of yarn would in
this case contain '/5 unpaid labour="/5d. or "*/asf.=2%/psf. In the
second case, on the other hand, the necessary labour=£20
(10 working hours), the surplus labour=£8 (4 working hours).
The ratio of surplus labour to necessary labour=
=8:20=%/00=%10=2/s. Thus the 33%/,d. in a Ib. of yarn would
contain ?/; unpaid labour, i.e. 5'%f. or 1d. 1'9f. [XII-659]
Although the yarn has the same value in both cases and although
the same wages are paid in both cases, the surplus value in a ib.
of yarn is in one case twice as large as in the other. The ratio of
value of labour to surplus value is of course the same in the
individual commodity, that is, in a portion of the product, as in
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the whole product. In the one case, the capital advanced=£93
6%/ss. for cotton, and how much for wages? The wages for 1,600
1bs=£20 here, hence for the additional 266%; 1lbs=£3"/s.
This' makes £23'/s. And the total capital outlay is £93
6%/ss.+£23"5=£116 18'/ss. The product=£121 6%/ss. (The addi-
tional outlay in [variable] cagital, of £3'/s, only yields 13'/ss.
surplus value. £20:£4=£8"/5:£%/s=18"/ss. (£'/s=4s.)

In the other case, however, the capital outlay would amount to
only £93 6%s[s.]+£20=[£]1118 6%;[s.] and £4 would have to be
added to the £4 surplus value. The same number of lbs of yarn
are produced in both cases and both have the same value, that is
to say, they represent equal total quantities of labour, but these
equal total quantities of labour are set in motion by capitals of
unequal size, although the wages are the same; but the working
days are of unequal length and, therefore, unequal quantities of
unpaid labour are produced. Taking the individual lb. of yarn, the
wages paid for it, or the amounts of paid labour a pound contains,
are different. The same wages are spread over a larger volume of
commodities here, not because labour is more productive in the
one case than in the other, but because the total amount of unpaid
surplus labour which is set into motion in the one case is greater
than in the other. With the same quantity of paid labour,
therefore, more lbs of yarn are produced in the one case than in
the other, although in both cases the same quantities of yarn are
produced, representing the same quantity of total labour (paid
and unpaid). If, on the other hand, the productivity of labour had
increased in the second case, then the value of the lb. of yarn
would at all events have fallen (whatever the ratio of surplus value
to variable capital).

In such a case, therefore, it would be wrong to say that—
because the value of the lb. of yarn=1s. 33/.d., the value of the
labour which is added is also fixed and=233%/sd., and the wages, i.e.
the necessary labour time, remain, according to the assumption,
unchanged—the surplus value [must] be the same and the
2 capitals under otherwise equal conditions would have produced
the yarn with equal profits. This would be correct if we were
concerned with 1 lb. of yarn, but we are in fact concerned here
with a capital which has produced 1,866%/5 Ibs yarn. And in order
to know the amount of profit (actually of surplus value) on one
Ib., we must know the length of the working day, or the quantity
of unpaid labour (when the productivity is given) that the capital
sets in motion. But this information cannot be gathered by looking
at the individual commodity.
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Thus Ricardo deals only with what I have called the relative
surplus value. From the outset he assumes, as Adam Smith and his
predecessors seem to have done as well, that the length of the
working day is given. (At most, Adam Smith mentions differences in
the length of the working day in different branches of labour,
which are levelled out or compensated by the relatively greater
intensity of labour, difficulty, unpleasantness, etc.) On the basis of
this postulate Ricardo, on the whole, explains relative surplus
value correctly. Before we give the principal points of his theory,
we shall cite a few more passages to illustrate Ricardo’s point of
view.

**“The labour of a million of men in manufactures, will allways produce the
same value, but will not always produce the same riches” * (l.c., [p.] 320).

This means that the product of their daily labour will always be
the product of 1 million working days containing the same labour
time; this is wrong, or is only true where the same normal working
day—taking into account the DIFFERENT DIFFICULTIES €tC. OF DIFFERENT
BRANGHES OF LABOUR—has been generally established.

Even then, however, the statement is wrong in the general form
in which it is expressed- here. If the normal working day is
12 hours, and the annual product of one man is, in terms of
. money, £50 and the value of money remains unchanged, then, in
this case, the product of 1 million men would always=£50 million
per year. If the necessary labour=6 hours, then the capital laid
out for these million men=£25,000,000 per annum. The surplus
value also=£25 million. The product would always be 50 million,
whether the workers received 25 or 30 or 40 million. But in the
first case the surplus value=25 million, in the second=20 million
and in the third=10 million. If the capital advanced consisted only
of variable capital, i.e. only of the capital which is laid out in the
wages of these 1 million men, then Ricardo would be right. He is,
therefore, only right in the one case, where the total capital=the
variable capital; a presupposition which pervades all his, and
Adam Smith’s, [XII-660] observations regarding the capital of
society as a whole, but in capitalist production this precondition
does not exist in a single Trapg, much less in the production of
society as a whole.

That part of the constant capital which enters into the labour
process without entering into the valorisation process, does not
enter into the product (into the value of the product), and,
therefore, important as it is in the determination of the general
rate of profit, it does not concern us here, where we are
considering the value of the annual product. But matters are quite
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different with that part of constant capital which enters into the
annual product. We have seen that a portion of this part of
constant capital, or what appears as constant capital in one sphere
of production, appears as a direct product of labour within
another sphere of production, during the same production period
of one year; a large part of the capital laid out annually, which
appears to be constant capital from the standpoint of the individual
capitalist or the particular sphere of production, therefore,
resolves itself into variable capital from the standpoint of society or
of the capitalist class. This part is thus included in the 50 million,
in that part of the 50 million which forms variable capital or is Jaid
out in wages. But the position is different with that part of the
constant capital which is used up in order to replace the constant
capital consumed in industry and agriculture—with the consumed
part of the constant capital employed in those branches of
production which produce constant capital, raw material in its
primary form, fixed capital and matiéres instrumentales® The value
of this part reappears, it is reproduced in the product. In what
proportion [it] enters into the value of the whole product depends
entirely on its actual magnitude—provided the productivity of la-
bour does not change; but however the productivity may change,
the value of this part will always have a definite magnitude. (On the
average, apart from certain exceptions in agriculture, the amount
of the product, i.e. the wealth—which Ricardo distinguishes from
the varve—produced by 1 million men will, indeed, also depend on
the magnitude of this constant capital which is antecedent to
production.) This part of the value of the product would not exist
without the new labour of 1 million men during the year. On the
other hand, the labour of 1 million men would not yield the same
amount of product without this constant capital which exists
independently of their year’s labour. It enters into the labour
process as a condition of production but not a single additional hour
is worked in order to reproduce this part in terms of its value. As
value it is, therefore, not the result of the year’s labour, although
its value would not have been reproduced without this year’s
labour. If the part of the constant capital which enters into the
product were 25 million, then the value of the product of the
1 million men would be 75 million; if this part [of the constant
capital] were 10 million, then [the value of the product] would
only be 60 million, etc. And since the ratio of constant capital to
variable capital increases in the course of capitalist development,

a Instrumental materials.— Ed
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the value of the annual product of 1 million men will tend to rise
continuously, in proportion to the growth of the past labour which
plays a part in their annual production. This alone shows that
Ricardo was unable to understand either the essence of accumula-
tion or the nature of profit. With the growth in the proportion of
constant to variable capital, grows also the productivity of labour,
the productive forces brought into being, with which social labour
operates. As a result of this increasing productivity of labour,
however, a part of the existing constant capital is continuously
depreciated in value, for its value depends not on the labour time
that it cost originally, but on the labour time with which it can be
reproduced, and this is continuously diminishing as the productivi-
ty of labour grows. Although, therefore, the value of the constant
capital does not increase in proportion to its amount, it increases
nevertheless, because its amount increases even more rapidly than
its value falls. But we shall return later to Ricardo’s views on
accumulation.? It is evident, however, that if the length of the
working day is given, the value of the annual product of the
labour of 1 million [men] will differ greatly according to the
different amount of constant capital that enters into the product;
and that, despite the growing productivity of labour, it will be
greater where the constant capital forms a large part of the total
capital, than under social conditions where it forms a relatively
small part of the total capital. With the advance in the productivity
of social labour, accompanied as it is by the growth of constant
capital, a relatively ever increasing part of the annual product of
labour will, therefore, fall to the share of capital as such, and thus
property in the form of capital (apart from =revenve) will be
constantly increasing and proportionately that part of value which
the individual worker and even the working class creates, will be
steadily decreasing, [XII-661] compared with the product of their
past labour that confronts them as capital. The alienation and the
antagonism between labour capacity and the objective conditions
of labour which have become independent in the form of capital,
thereby grow continuously. (Not taking into account the variable
capital, i.e. that part of the product of the annual labour which is
required for the reproduction of the working class; even these
means of subsistence, however, confront them as capital.)
Ricardo’s view, that the working day is given, limited, a fixed
magnitude, is also expressed by him elsewhere, for instance:

2 See this volume, pp. 103 et seq.— Ed
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*“They” (the wages of labour and the profits of stock) are “together always of
the same value”* (l.c., p. 499 (CH. XXXII, “Mr. Malthus’ Opinions on Rent™)),

in other words this only means that the (daily) labour time
whose product is divided between the waces or Laour and the proFiTs
OF STOCK, is always the same, is constant.

* “Wages and profits together will be of the same value” * (l.c., [p.] 491, note).

I hardly need to repeat here that in these passages one should
always read sureLus vaLue instead of prorrT.

*“Wages and profits taken together will continue always of the same value” *
(pp. 490(-917).

*“Wages are to be estimated by their real value, viz., by the quantity of labour
and capital employed in producing them, and not by their nominal value either in coats,
hats, money, or corn”* (lLc., CH. I, “On Value”, {p.] 50).

The value of the means of subsistence which the worker obtains
(buys with his waczs), corn, clothes, etc., is determined by the total
labour time required for their production, the quantity of
immediate labour as well as the quantity of objectified labour
NECESSARY FOR THEIR PRODUCTION. But Ricardo confuses the issue because
he does not state it plainly, he does not say: * “their [the wages’]
real value, viz., that quantity of the working day required to
reproduce the value of their [the workers’] own necessaries, the
equivalent of the necessaries paid to them, or exchanged for their
labour”.* ReaL waces have to be determined by the AVERaGE TIME
which the worker must work each day in order to produce or
reproduce his own waces.

*“The labourer is only paid a really high price for his labour, when his wages
will purchase the produce of a great deal of labour”* (lL.c., [p.] 322, [note)).

4) Relative Surplus Value

This is v ract the only form of surplus value which Ricardo
analyses under the name of profit

The quantity of labour required for the production of a
commodity, and contained in it, determines its value, which is thus
a given factor, a definite amount. This amount is divided between
wage labourer and capitalist. (Ricardo, like Adam Smith, does not
take constant capital into account here.) It is obvious that the share
of one can only rise or fall in proportion to the fall or rise of the
share of the other. Since the value of the commodities is due to
the labour of the workers, labour is under all circumstances the
prerequisite of value, but there can be no labour unless the
worker lives and maintains himself, i.e. receives the necessary
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wages (the minimum wages, wages=the value of labour
capacity). Wages and surplus value—these two categories into
which the value of the commodity or the product itself is
divided—are therefore not only in inverse proportion to each
other, but the prius the determinant factor is the movement of
wages. Their rise or fall causes the opposite movement on the part
of profit (surplus value). Wages do not rise or fall because profit
(surplus value) falls or rises, but on the contrary, surplus value
(profit) falls or rises because wages rise or fall. The surplus product
(one should really say surplus value) which remains after the
working class has received its share of its own annual production
forms the substance on which the capitalist class lives.

Since the value of the commodities is determined by the
quantity of labour contained in them, and since wages and surplus
value (profit) are only shares, proportions in which two classes of
producers divide the value of the commodity between themselves,
it is clear that a rise or fall in wages, although it determines the
rate of surplus value (profit), does not affect the value of the
commodity or the PRICE (AS MONETARY EXPRESSION OF THE VALUE OF A
commoprty). The proportion in which a whole is divided between
two sHareHoLpErs makes the whole neither larger nor smaller. It is,
therefore, an erroneous preconception to assume that a rise in
wages raises the prices of commodities; it only makes profit (surplus
value) fall. Even the exceptions cited by Ricardo, where a rise in
wages is supposed to make the exchange values of some
commodities fall and those of others rise, are wrong so far as
value is concerned and only correct for cost prices.®

[XII-662] Since the rate of surplus value (profit) is determined
by the relative height of wages, how is the latter determined?
Apart from competition, by the price of the necessary means of
subsistence. This, in turn, depends on the productivity of labour,
which increases with the fertility of the land (Ricardo assumes
capitalist production here). Every “mMprovement” reduces the prices
of commodities, of the means of subsistence. Wages,or the vaLue oF
LABOUR, thus rise and fall in inverse proportion to the development
of the productive power of labour, in so far as the latter produces
NECEsSARIES which enter into the avirace consumption of the working
class. The rate of surplus value (profit) falls or rises, therefore, in
direct proportion to the development of the productive power of
labour, because this development reduces or raises wages.

The rate of profit (surplus value) cannot fall unless wages rise,
and cannot rise unless wages fall.

The value of wages has to be reckoned not according to the
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quantity of the means of subsistence received by the worker, but
according to the quantity of labour which these means of
subsistence cost (in fact, the proportion of the working day which
he appropriates for himself), that is according to the relative share
of the total product, or rather of the total value of this product,
which the worker receives. It is possible that, reckoned in terms of
use values (quantity of commodities or money), his wages rise (as
productivity increases) and yet the value of the wages may fall and
vice versa. It is one of Ricardo’s great merits that he examined
relative or proportionate wages, and established them as a definite
category. Up to this time, wages had always been regarded as
something simple and consequently the worker was considered an
animal. But here he is considered in his social relationships. The
position of the classes to one another depends more on
PROPORTIONATE WAGES than on the ABSOLUTE AMOUNT OF WAGES.

Now these propositions have to be substantiated by quotations
from Ricardo.

**“The value of the deer, the produce of the hunter’s day’s labour, would be
exactly equal to the value of the fish, the produce of the fisherman’s day’s labour.
The comparative value of the fish and the game, would be entirely regulated by
the quantity of labour realised in each; whatever might be the quantity of production, or
however high or low general wages or profits might be. If ... the fisherman ... employed
ten men, whose annual labour cost £100 and who in one day obtained by their
labour twenty salmon: If ... the hunter also employed ten men, whose annual labour
cost £100 and who in one day procured him ten deer; then the natural price of a
deer would be two salmon, whether the proportion of the whole produce bestowed on the
men who obtained [it], were large or small. The proportion which might be paid for
wages, is of the utmost importance in the question of profits; for it must at once be
seen, that profits would be high or low, exactly in proportion as wages were low or
high; but it could not in the least affect the relative value of fish and game, as
wages would be high or low at the same time in both occupations” *# (CH. 1, “On
Value”, pp. 20-21).

It can be seen that Ricardo derives the whole value of the
commodity from the rasour of the men empLoven. It is their own
labour or the product of that labour or the value of this product,
which is divided between them and capital.

**“No alteration in the wages of labour could produce any alteration in the
relative value of these commodities; for suppose them to rise, no greater quantity of
labour would be required in any of these occupations, but it would be paid for at a
higher price.... Wages might rise twenty per cent., and profits consequently fall in a
greater or less proportion, without occasioning the least alteration in the relative
value of these commodities” * (l.c., [p.] 23).

*“There can be no rise in the value of labour without a fall of profits. If the
corn is to be divided between the farmer and the labourer, the larger the proportion
that is given to the latter, the less will remain for the former. So if cloth or cotton
goods be divided between the workman and his employer, the larger the proportion
given to the former, the less remains for the latter” * (lc., [p.] 31).
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[X1I-663] *‘“Adam Smith, and ali the writers who have followed him, have,
without one exception that I know of, maintained that a rise in the price of labour
would be uniformly followed by a rise in the price of all commodities 1 hope I have
succeeded in showing, that there are no grounds for such an opinion”* (l.c.
[p.] 45).

*“A rise of wages, from the circumstance of the labourer being more liberally
rewarded, or from a difficulty of procuring the necessaries on which wages are
expended, does not, except in some instances, produce the effect of raising price,
but has a great effect in lowering profits.” *

The position is different, however, when the RISE OF WAGES is due to
‘AN ALTERATION IN THE VALUE OF MONEY”. *“In the one case”* //namely, in the
last-mentioned case//, *“no greater proportion of the annual labour of the country is
devoted to the support of [the] labourers; in the other case, a larger portion is so
devoted” * (l.c. [p.] 48).

([We see from the following passage] that Ricardo deliberately
identifies vaLue with cosT oF probUCTION:

*“Mr. Malthus appears to think that it is a part of my doctrine, that the cost
and value of a thing should be the same;—it is, if he means by cost ‘cost of
production’ including profits” * (l.c., [p.] 46 [notel).)

*“With a rise in the price of food and necessaries, the natural price of labour
will rise; with a fall in their price, the natural price of labour will fall”* (l.c.,
[p.] 86).

*“The surplus produce remaining, after satisfying the wants of the existing
population, must necessarily be in proportion to the facility of production, viz., to the
smaller number of persons employed in production” * ([p.] 93).

*“Neither the farmer who cultivates that quantity of land, which regulates
price, nor the manufacturer, who manufactures goods, sacrifice any portion of the
produce for rent. The whole value of their commodities is divided into two portions
only: one constitutes the profits of stock, the other the wages of labour”* (l.c.,
[p.] 107). *“Suppose the price of silks, velvets, furniture, and any other
commodities, not required by the labourer, to rise in consequence of more labour
being expended on them, would not that affect profits? Certainly not: for nothing
can affect profits but a rise in wages; silks and velvets are not consumed by the
labourer, and therefore cannot raise wages”* (L.c., [p.] 118).

*“If the labour of ten men will, on land of a certain quality, obtain 180 grs of
wheat, and its value be £4 per qr, or £720...” (p. 110) “...in all cases, the same sum
of £720 must be divided between wages and profits.... Whether wages or profits
rise or fall, it is this sum of £720 from which they must both be provided. On the
one hand, profits can never rise so high as to absorb so much of this £720 that
enough will not be left to furnish the labourers with absolute necessaries; on the
other hand, wages can never rise so high as to leave no portion of this sum to
profits” * (Lc., [p.] 113).

* “Profits depend on high or low wages, wages on the price of necessaries, and the
price of necessaries chiefly on the price of food, because all other requisites may be
increased almost without limit” * (l.c., {p.] 119).

*“Although a greater value is produced” * (with a deterioration of the land)
* “a greater proportion of what remains of that value, after paying rent, is consumed by
the producers” * // he identifies LABOURERS with PRODUCERS here 19 //, * “and it is this,
and this alone, which regulates profits” * (l.c., {p.] 127).

*“It is the essential quality of an improvement to diminish the quantity of labour
before required to produce a commodity; and this diminution cannot take place

5-733
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without a fall of its price or relative value” * (Lc., [p.] 70). * “Diminish the cost of
production of hats, and their price will ultimately fall to their new natural price,
although the demand should be doubled, trebled, or quadrupled. Diminish the cost
of subsistence of men, by diminishing the natural price of the food and clothing, by
which life is sustained, and wages will ultimately fall, notwithstanding that the
demand for labourers may [XII-664] very greatly increase”* (l.c., [p.] 460).

*“In proportion as less is appropriated for wages, more will be appropriated
for profits, and vice versa” * (l.c., [p.] 500).

*“It has been one of the objects of this work to shew, that with every fall in the
real value of necessaries, the wages of labour would fall, and that the profits of
stock would rise—in other words, that of any given annual value a less portion would
be paid to the labouring class, and a larger portion to those whose funds employed this
class.” *

//It is only in this statement, which has now become a
commonplace, that Ricardo expresses the NaTURE oF cariTaL, though
he may not be aware of it. It is not * accumulated labour employed
by the labouring class, by the labourers themselves, but it is
“funds”, “accumulated labour”, “employing this class”, employing
present, immediate labour.*//

*“Suppose the value of the commodities produced in a particular manufacture
to be £1,000, and to be divided between the master and his labourers”* (here
again [he expresses] the nature of capital; the capitalist is the MASTER, the workers
are HIS LABOURERS) *“in the proportion of £800 to labourers, and £200 to the
master; if the value of these commodities should fall to £900, and £100 be saved
from the wages of labour, in consequence of the fall of necessaries, the net income
of the masters would be in no degree impaired” * ([pp. 511-112).

*If the shoes and clothing of the labourer, could, by improvements in
machinery, be produced by one-fourth of the labour now necessary to their
production, they would probably fall 75 per cent.; but so far is it from being true,
that the labourer would thereby be enabled permanently to consume four coats, or
four pair of shoes, instead of one, that it is probable his wages would in no long time
be adjusted by the effects of competition, and the stimulus to population, to the new
value of the necessaries on which they were expended. If these improvements
extended to all the objects of the labourer’s consumption, we should find him
probably at the end of a very few years, in possession of only a small, if any,
addition to his enjoyments, although the exchangeable value of those commodities,
compared with any other commodity, had sustained a very considerable reduction;
and though they were the produce of a very considerably diminished quantity of
labour” * (l.c., {p.] 8).

*“When wages rise, it is always at the expense of profits, and when they fall,
profits always rise” * (l.c., [p.] 491, note).

*“It has been my endeavour to shew throughout this work, that the rate of
profits can never be increased but by a fall in wages, and that there can be no
permanent fall of wages but in consequence of a fall of the necessaries on which
wages are expended. If, therefore, by the extension of foreign trade, or by
improvements in machinery, the food and necessaries of the labourer can be brought
to market, at a reduced price, profits will rise. If, instead of growing our own corn,
or manufacturing the clothing and other necessaries of the labourer, we discover a
new market from which we can supply ourselves with these commodities at a
cheaper price, wages will fall and profits rise; but if the commodities obtained at a
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cheaper rate, by the extension of foreign commerce, or by the improvement of
machinery, be exclusively the commodities consumed by the rich, no alteration wiil
take place in the rate of profits. The rate of wages would not be affected, although
wine, velvets, silks, and other expensive commodities should fall 50 per cent., and
consequently profits would continue unaltered. Foreign trade, then, though highly
beneficial to a country, as it increases the amount and variety of the objects on
which revenue may be expended, and affords, by the abundance and cheapness of
commodities, incentives to saving” * (and * why not incentives to spending?), “and
to the accumulation of capital, has no tendency to raise the profits of stock, unless the
commodities imported be of that description on which the wages of labour are expended. The
remarks which have been made respecting foreign trade, apply equally to home
trade. The rate of profits is never increased” *

//he has just said the very opposite; evidently he means Never
UNLESS BY THE IMPROVEMENTS MENTIONED THE VALUE OF LABOUR 1S DIMINISHED//

*“by a better distribution of labour, by the invention of machinery, by the
establishment of roads and canals, or by any means of abridging labour in the manufacture
or in the conveyance of goods. These are causes which operate on price, and never fail
to be highly beneficial to consumers; since they enable them with the same labour,
to obtain in exchange a greater quantity of the commodity to which the improvement
is applied; but they have no effect whatever on profit. On the other hand, every
{X11-665] diminution in the wages of labour raises profits, but produces no effect
on the price of commodities. One is advantageous to all classes, for all classes are
consumers’’;*

(but how is it ADVANTAGEOUS TO THE LABOURING cLass? For Ricardo
presupposes that if these commodities enter into the consumption
of the wage earner they reduce wages, and if these commodities
become cheaper without reducing wages they are not commodities
on which wages are expended)

*“the other is beneficial only to producers; they gain more, but every thing
remains at its former price.” *

(Again, how is this possible, since Ricardo presupposes that the
DIMINUTION IN WAGES OF LABOUR WHICH RAISES PROFITS, takes place precisely
because the price of the Necessaries has fallen and therefore by no
means ‘““EVERY THING REMAINS AT ITS FORMER PRICE’.)

*“In the first case they get the same as before; but every thing” * (wrong again;

should read EVERY THING, NECESSARIES EXCLUDED) * ‘“on which their gains are
expended, is diminished in exchangeable value” * (p[p]. 137-38).

It is evident that this passus is rather mcorrecr. But apart from
this formal aspect, the statements are only true if one reads “rate
oF surpLUS VALUE” for rate or proFiT, and this applies to the whole of
this investigation into relative surplus value. Even in the case of
luxury articles, such iMprovemENTs can raise the general rate of
profit, since the rate of profit in these spheres of production, as in
all others, bears a share in the levelling out of all particular rates
of profit into the averace rate of profit. If in such cases, as a result

3%
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of the above-mentioned influences, the value of the constant
capital falls proportionately to the variable, or the period of
turnover is reduced (i.e. a cHance takes place in the circulation
process), then the rate of profit rises. Furthermore, the influence
of roreioN TRaDE is expounded in an entirely one-sided way. The
development of the product into a commodity is fundamental to
capitalist production and this is intrinsically bound up with the
expansion of the market, the creation of the world market, and
therefore FOREIGN TRADE.

Apart from this, Ricardo is right when he states that all
iMPROVEMENTS, be they brought about through the division of labour,
improvements in machinery, the perfection of means of communi-
cation, foreign trade—in short all measures that reduce the
necessary labour time involved in the manufacture or transport of
commodities increase the surplus value (xEnce proriT) and thus
enrich the capitalist class because, and in so far as, these
*““IMPROVEMENTS” reduce THE VALUE OF LABOUR.

Finally, in this section, we must quote a few passages in which
Ricardo analyses the NATURE OF PROPORTIONAL WAGES.

*“If I have to hire a labourer for a week, and instead of ten shillings I pay him
eight, no variation having taken place in the value of money, the labourer can
probably obtain more food and necessaries, with his eight shillings, than he before
obtained for ten: but this is owing, not to a rise in the real value of his wages, as
stated by Adam Smith, and more recently by Mr. Malthus, but to a fall in the
value of the things, on which his wages are expended, things perfectly distinct; and
yet for calling this a fall in the real value of wages, I am told that I adopt new and
unusual language, not reconcilable with the true principles of the science”* (l.c.,
ipp.] 11-12).

Pp* “It is not by the absolute quantity of produce obtained by either class, that we can
correctly judge of the rate of profit, rent, and wages, but by the quantity of labour
required to obtain that produce. By improvements in machinery and agriculture,
the whole produce may be doubled; but if wages, rent, and profit be also doubled,
these three will bear the same proportions to one another as before, and neither could be
said to have relatively varied. But if wages partook not of the whole of this increase;
if they, instead of being doubled, were only increased one-half; ... it would, I
apprehend, be correct for me to say, that ... wages had fallen while profits had
risen; for if we had an invariable standard by which to measure the value of this
produce, we should find that a less value had fallen to the class of labourers..., and
a greater to the class of capitalists, than had been given before” * (L.c., [p.] 49). *“It
will not the less be a real fall, because they” (the wages) “might furnish him with a
greater quantity of cheap commodities than his former wages”* (L.c., [p.J51).

De Quincey points out the contrast between some of the
propositions developed by Ricardo and those of the other
economists. By the economists before Ricardo:

*“When it was asked, what determined the value of all commodities: it was
answered that this value was chiefly determined by wages. When again it was
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asked—what determined wages? it was recollected that wages must be adjusted to
the value of the commodities upon which they were spent; and the answer was in
effect that wages were determined by the value of commodities” * (Dialogues of
Three Templars on Political Economy, chiefly in Relation to the Principles of Mr. Ricardo,
[X11-666) The London Magazine, Vol. IX, 1824, {p.] 560).

The same Dialogues contains the following passage about the law
governing the measurement oF VALUE BY THE QUANTITY OF LABOUR and By
THE VALUE OF LABOUR:

*“So far are the two formulae from presenting merely two different
expressions of the same law, that the very best way of expressing negatively Mr.
Ricardo’s law (viz. A is to B in value as the quantities of the producing labour)
would be to say—A is not to B in value as the values of the producing labour” *
[Lc., p. 348].

(If the organic composition of the capital in A and B were the
same, then it could in fact be said that their relation to one
another is proportionate to the vALUES OF THE PRODUCING LaBOUR. For
the accumuraTeD LABOUR In each would be in the same proportion as
the mMEDIATE LABOUR in each. The quantities of paid labour in each,
however, would be proportionate to the total quantities of
IMMEDIATE LABOUR in each. Assume the composition to be 80c¢+20v
and the rate of surplus value=50%. If one capital=[£]500 and the
other=300, then the product in the first case=550 and in the
second =330. The products would then be as 5x20=100 (wa§es)
to 3x20=60; 100:60=10:6=>5:3. 550:330=55:33 or as °*/;;:/1,
(5%X11=55 and 3x11=33); i.e. as 5:3. But even then one would
only know their relation to one another and not their true values,
since many different values correspond to the ratio 5:3.)

“If the price is 10s., then WAGES and PROFITS, TAKEN AS A WHOLE, CANNOT EXCEED
TEN SHILLINGS. BUT DO NOT THE WAGES AND PROFITS AS A WHOLE, THEMSELVES, ON THE
CONTRARY, PREDETERMINE THE PRICE? NO; THAT IS THE OLD SUPERANNUATED DOC-
TRINE” (Thomas de Quincey, The Logic of Political Economy, Edinburgh, 1844,2 [p.]
204). “The new political economy has shown THAT ALL PRICE IS GOVERNED BY THE
PROPORTIONAL QUANTITY OF THE PRODUCING LABOUR, AND BY THAT ONLY. BEING
ITSELF ONCE SETTLED, THEN, ipso facto,b PRICE SETTLES THE FUND OUT OF WHICH BOTH
WAGES AND PROFITS MUST DRAW THEIR SEPARATE DIVIDENDS” (l.c., {p.] 204). “ANy
CHANGE THAT CAN DISTURB THE EXISTING RELATIONS BETWEEN WAGES AND PROFITS,
MUST ORIGINATE IN WAGES” (l.c., [p.] 205). “Ricardo’s doctrine of rent is new in so
far as he poses the question whether in fact it sets aside the LAW OF ACTUAL
VALUE” 20 (Lc., [p.] 158).

a In the manuscript: “1845".— Ed.
b By virtue of this.— Ed
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5} Theory of Profit

It has already been shown in some detail, that the laws of
surplus value—or rather of the rate of surplus value—(assuming
the working day as given) do not so directly and simply coincide
with, nor are they applicable to, the laws of profit, as Ricardo
supposes. It has been shown that he wrongly identifies surplus
value with profit and that these are only identical in so far as the
total capital consists of variable capital or is laid out directly in
wages; and that therefore what Ricardo deals with under the name
of “profit” is in fact surplus value. Only in this case can the total
product simply be resolved into wages and surplus value. 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.

It is not necessary to repeat here that the rate of profit is not
directly governed by the same laws as the rate of surplus value.

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=th€ ABSOLUTE AMOUNT OF
sureres vaLve. The latter, however, is determined not only by the
rate of surplus value but just as much by the number of workers
employed. The same amount oF proFiT is therefore possible, with a
falling rate of surplus value and a rising number of workers and
vice versa, etc.

Thirdly: With a given rate of surplus value, the rate of profit
depends on the ORGANIC COMPOSITION OF CAPITAL.

Fourthly: With a given surplus value (the ORGANIC COMPOSITION OF
carTal per 100 is also assumed to be given) the rate of profit
depends on the relative value of the different parts of the capital,
which may be differently affected, partly by ecoNnomy oF powER etc. in
the use of the means of production, partly by varIATIONS in VALUE
which may affect one part of capital while they leave the rest
untouched.

Finally, one has to take into account the differences in the
composiTioN of capital arising from the process of circulation.

[XII-667] Some of the observations that occur in Ricardo’s
writing should have led him to the distinction between surplus
value and profit. Because he fails to make this distinction, he
appears in some passages to descend to the vulgar view—as has
already been indicated in the analysis of Cu. I, “On Value” —the
view that profit is a mere addition over and above the value of the
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commodity; for instance when he speaks of the determination of
profit on capital in which the fixed capital predominates, etc.* This
was the source of much nonsense among his successors. This
vulgar view is bound to arise, if the proposition (which in practice
is correct) that on the average capitals of equal size yield equal profits
or that profit depends on the size of the capital employed, is not
connected by a series of intermediary links with the general laws
of value etc.: in short, if profit and surplus value are treated as
identical, which is only correct for the aggregate capital. Accord-
ingly Ricardo has no means for determining a general rate of profit.

Ricardo realises that the rate of profit is not modified by those
VARIATIONS OF THE VALUE OF commopities which affect all parts of capital
equally as, for example, variaTiONs IN THE vALUE OF MONEY. He should
therefore have concluded that it is affected by such variaTIONS IN THE
vALUE oF commoniTies which do mot affect all parts of capital equally;
that therefore variations in the rate of profit may occur while the
VALUE OF LaBoUR remains unchanged, and that even the rate of profit
may move in the opposite direction to VARIATIONS IN THE VALUE OF
LaBour. Above all, however, he should have kept in mind that here
the suvreLus propbuck, or what is for him the same thing,
SURPLUS VALUE, Or again the same thing, surpLUs 1aBour, when he is
considering it sub specie® profit, is not calculated in proportion to
the variable capial alone, but in proportion to the total capital
advanced.

With reference to a chance in the varuk oF money, he says:

*“The variation in the value of money, however great, makes no difference in
the rate of profits, for suppose the goods of the manufacturer to rise from £1,000 to
£2,000, or 100%, if his capital, on which the variations of money have as much
effect as on the value of produce, if his machinery, buildings, and stock in trade
rise also 100 per cent., his rate of profits will be the same.... If, with a capital of a
given value, he can, by economy in labour, double the quantity of produce, and it
fall to half its former price, it will bear the same proportion to the capital that produced
it which it did before, and consequently profits will still be at the same rate. If, at the
same time that he doubles the quantity of produce by the employment of the same
capital, the value of money is by any accident lowered one half, the produce will
sell for twice the money [value] that it did before; but the capital employed to
produce it will also be of twice its former money value; and therefore in this case
too, the value of the produce will bear the same proportion to the value of the capital as it
did before” * (Lc., [pp.] 51-52).

If Ricardo means sureLus prRoDUCE when he writes Propuce in

the last passage then this is correct. For the rate of profit=

@ See present edition, Vol. 31, pp. 406-08.— Ed.
b ¥rom the viewpoint of.— Ed.
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SURPLUS PRODUCE (VALUE) . .
. Thus if the surrrus propuce=10 and the capi-

capital

tal=100, the rate of profit=10/100='/,,=10%. If however he
means the total product, then the way he puts it is not accurate.
In that case by proportion of the VALUE OF THE PRODUCE TO THE VALUE
of camTaL, he evidently means nothing but the excess of the
value of the commodity over the value of the capital advanced.
In any case, it is obvious that here he does not identify profit
with surplus value or the rate of profit with the rate of surplus
SURPLUS VALUE SURPLUS VALUE

VALUE OF LABOUR or VARIABLE CAPITAL )

Ricardo says on p. 518 (l.c., Cu. XXXII):

*“The raw produce of which commodities are made, is supposed to have fallen
in price, and, therefore, commodities will fall on that account. True, they will fall,
but their fall will not be attended with any diminution in the money income of the
producer. If he sell his commodity for less money, it is only because one of the
materials from which it is made has fallen in value. If the clothier sell his cloth for
£900 instead of £1,000, his income will not be less, if the wool from which it is
made, has declined £100 in value” * (l.c., [p.] 518).

(The particular point with which Ricardo is actually dealing, the
effect in a practical case, does not concern us here. But a sudden
pepreciaTION of wool would of course affect (adversely) the money
incoME of those crothizrs who had on their hands a large stock of
ready-made cloth manufactured at a time when wool was dearer
and which has to be sold after the price [XII-668] of wool has
dropped.) If, as Ricardo assumes here, the cLoTHIERs set in motion
the same amount of labour as before //they could set in motion a
much greater amount of labour because a part of the capital which
was previously exrenpep only on raw material is now at their
disposal and can be exeenpEp on raw material+viaBour//, it is clear
that their “MonEy INcOME™ taken in absolute terms, “‘wiLL NOT BE LEss”
but their rate of profit will be greater than previously; for—say it
was 10%, i.e. £100—the same amount as before would now have
to be reckoned on £900 instead of 1,000. In the first case the rate
of profit=10%. In the second='/g=11'%. Since Ricardo
Imoreover presupposes that the RAW PRODUCE OF WHICH COMMODITIES ARE
maDpe has fallen generally, the ceneraL raTE OF PrOFIT Would rise and
not only the RaTe oF prROFIT in one Trape. It is all the more strange
that Ricardo does not realise this, because he understands it when
the opposite takes place.

For in Cu. VI “On Profits” Ricardo deals with the cast where, as
a result of an increase in the price of Necessarizs owing to the
cultivation of worse land and the consequent rise in differential

value,=
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rent, firstly wages rise and secondly all raw rrobuce from the surrace
or THE earTH, (This assumption is by no means necessary; cotton
may very well fall in price, so can silk and even wool and linen,
although the price of corn may be rising.)

In the first place he says that the surplus value (he calls it profit)
of the farmer will fall because the value of the product of the 10
men whom he employs, continues to be £720 and from this fund
of 720 he has to hand over more in waces. And he continues:

*“But the rate of profits will fall still more, because the capital of the farmer ...
consists in a great measure of raw produce, such as his corn and hay-ricks, his
unthreshed wheat and barley, his horses and cows, which would all rise in price in
consequence of the rise of produce. His absolute profits would fall from £480 to £445
15s.; but if from the cause which I have just stated, his capital should rise from
£3,000 to £3,200, the rate of his profits would, when corn was at £5 2s. 10d., be
under 14 per cent. If a manufacturer had also employed £3,000 in his business, he
would be obliged in consequence of the rise of wages, to increase his capital, in
order to be enabled to carry on the same business. If his commodities sold before
for £720 they would continue to sell at the same price; but the wages of labour,
which were before £240, would rise when corn was at £5 2s. 10d., to £274 5s. In
the first case he would have a balance of £480 as profit on £3,000, in the second
he would have a profit only of £445 15s., on an increased capital, and therefore his
profits would conform to the altered rate of those of the farmer”* (lc., [pp.]
116-17).

In this passage, therefore, Ricardo distinguishes between asso.
LUTE 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 assoLuTE proFITS (sureLus vaLuk) fall
as a result of the rise 1N THE vaLUE oF LABOUR. The RaTE OF prOFITS would
have also fallen, if the varue or Lasour [had] remained the same,
because the same aBsoLUTE rroFIT would have to be calculated on a
greater capital. The reverse result, i.e. a rise in the rate of profit
(as distinct from a rise in SURPLUS VALUE Or ABSOLUTE PrOFIT), would take
place in the first instance cited from him, where the value of the
raw propuUck falls. It is evident, therefore, that rises and falls in the
rate of profit may also be brought about by circumstances other
than the rise and fall in the absolute profit and the rise and fall in
its rate, reckoned on the capital laid out in wages. In connection
with the last quoted passage Ricardo writes:

*“Articles of jewellery, of iron, of plate, and of copper, would not rise, because
none of the raw produce from the surface of the earth enters into their
composition” * (Lc., [p.] 117).

The prices of these commodities would not rise, but the rate of
profit in these Trabes would rise above that in the others. For in
the latter, a smaller surplus value (because of the rise in wages)
would correspond to a capital outlay that had grown in value for
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two reasons: firstly, because the outlay in wages had increased;
secondly, because the outlay in raw materials had increased. In the
second case [XI1I-669] there is a smaller surplus value on a capital
outlay in which only the variable part has grown because of the
rise in wages.

In these passages, 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.

*“In every case, agricultural, as well as manufacturing profits are lowered by a

rise in the price of raw produce, if it be accompanied by a rise of wages” * (L.c., [pp.]
113-14).

It follows from what Ricardo himself has said, that, even if [the
rise in the price of raw produce] is not ACCOMPANIED BY A RISE OF WAGES,
the RATE OF PROFITS WOULD BE LOWERED BY AN ENHANCEMENT OF THAT PART OF THE
ADVANCED CAPITAL CONSISTING OF RAW PRODUCE.

* “Suppose the price of silks, velvets, furniture, and any other commodities, not
required by the labourer, to rise in consequence of more labour being expended on
them, would not that affect profits? Certainly not: for nothing can affect profits but a rise
in wages; silks and velvets are not consumed by the labourer, and therefore cannot
raise wages”* (l.c., [p.] 118).

CERTAINLY, THE RATE OF PROFITS IN THOSE particular TRADES WOULD FALL,
ALTHOUGH THE VALUE OF LABOUR—WAGES—REMAINED THE saME. The raw mate-
rial used by the silk manufacturers, piano manufacturers, furniture
manufacturers, etc. would have become dearer, and therefore the
proportion borne by the same surplus value to the capital laid out
would have fallen and HENCE THE RATE OF PROFIT. And the general rate of
profit consists of the averace of the particular rates of profit in all
BRANCHES OF Business. Or, in order to make the same average profit as
before, these manufacturers would raise the price of their
commodities. Such a nominal rise in prices does not directly affect
the rate of profit, but the EXPENDITURE OF PROFIT.

Ricardo returns once more to the case considered above, where
the surplus value (aBsoLutE rroriT) falls, because the price of the
~ecessaries (and along with these, also rent) rises.

*“I must again observe, that the rate of profits would fall much more rapidly
than I have estimated in my calculation: for the value of the produce being what 1
have stated it under the circumstances supposed, the value of the farmer’s stock
would be greatly increased from its necessarily consisting of many of the commodities which
had risen in value. Before corn could rise from £4 to £12, his capital would probably
be doubled in exchangeable value, and be worth £6,000 instead of £3,000. If then
his profit were £180, or 6 per cent. on his original capital, profits would not at that
time be really at a higher rate than 3 per cent.; for £6,000 at 3 per cent. gives £180;

and on those terms only could a new farmer with £6,000 money in his pocket enter into the
farming business. Many trades would derive some advantage, more or less, from the
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same source. The brewer, the distiller, the clothier, the linen manufacturer, would
be partly compensated for the diminution of their profits, by the rise in the value of their
stock of raw and finished materials; but a manufacturer of hardware, of jewellery, and
of many other commodities, as well as those whase capitals uniformly consisted of
money, would be subject to the whole fall in the raie of profits, without any
compensation whatever” * (Lc., [pp.] 123-24).

What is important here is only something of which Ricardo is
not aware, namely, that he throws overboard his identification of
profit with surplus value and [admits] that the rate of profit can
be affected by a VARIATION IN THE VALUE OF THE CONSTANT CAPITAL
independently of the vaLue or Lasour. Moreover, his illustration is

-only partially correct. The gain which the rarMER, cLOTHIER,
etc., would derive from the rise in price of the stock or commopITIES
they have on hand and on the market, would of course cease as
soon as they had sold these commodities. The increased value
of their capital would similarly no longer represent a gain for
them, when this capital was used up and had to be reproduced.
They would then all find themselves in the position of the new
farmer cited by Ricardo himself, who would have to advance a
capital of £6,000 in order to make a profit of 3%. On the other
hand, [XIII-670] the JEWELLER, MANUFACTURER OF HARDWARE, MONEY DEALER
etc.—although at first they would not [receive] any compensation
for their losses—would realise a rate of profit of more than 3%,
for only the capital laid out in wages would have risen in value
whereas their constant capital remained unchanged.

One further point of importance in connection with this
compensation of the falling profit by the rise in value of the
capital, mentioned by Ricardo, is that for the capitalist—and
generally, as far as the division of the product of annual labour is
concerned—it is a question not only of the distribution of the
product among the various suarenoLpers in the revenue, but also of
the division of this product into capital and revenUE.

Formation of the General Rate of Profit.
(Averace Prorits or “UsuarL Prorirs”)

Ricardo is by no means theoretically clear here.

* “] have already remarked, that the market price of a commodity may exceed its
natural or mecessary price, as it may be produced in less abundance than the new
demand for it requires. This, however, is but a temporary effect. The high profits
on capital employed in producing that commodity, will naturally attract capital to
that trade; and as soon as the requisite funds are supplied, and the quantity of the
commodity is duly increased, its price will fall, and the profits of the trade will conform
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to the general level A fall in the general vate of profits is by no means incompatible
with a partial rise of profits in particular employments. It is through the
inequality of profits, that capital is moved from one employ-
ment to another. Whilst then general profits are falling, and gradually settling
at a lower level in consequence of the rise of wages, and the increasing difficulty of
supplying the increasing population with necessaries, the profits of the farmer may,
for an interval of some little duration, be above the former level. An extraordinary
stimulus may be also given for a certain time, to a particular branch of foreign and
colonial trade.”* (lLc., [pp.] 118-19).

*“It should be recollected that prices always vary in the market, and in the first
instance, through the comparative state of demand and supply. Although cloth
could be furnished at 40s. per yard, and give the usual profits of stock, it may rise to
60 or 80s. from a general change of fashion.... The makers of cloth will for a time
have unusual profits, but capital will naturally flow to that manufacture, till the
supply and demand are again at their fair level, when the price of cloth will again
sink to 40s., its natural or necessary price. In the same manner, with every
increased demand for corn, it may rise so high as to afford more than the general
profits to the farmer. If there be plenty of fertile land, the price of corn will again
fall to its former standard, after the requisite quantity of capital has been employed
in producing it, and profits will be as before; but if there be not plenty of fertile
land, if, to produce this additional quantity, more than the usual quantity of capital
and labour be required, corn will not fall to its former level. Its natural price will
be raised, and the farmer, instead of obtaining permanently larger profits, will find
himself obliged to be satisfied with the diminished rate which is the inevitable
consequence of the rise of wages, produced by the rise of necessaries” * (L.c., [pp.]
119-20).

If the working day is given (or if only such pirrerences occur N THE
WORKING DAY IN DIFFERENT TRADES AS ARE COMPENSATED BY THE PECULIARITIES OF
DIFFERENT LABOUR) then the general rate of surplus value, i.e. or surrLUs
LABOUR, is given since wages are oN aN averact the same. Ricardo is
preoccupied with this idea, and he confuses the GENERAL RATE oF
surpLUS vALUE with the GENERAL RATE oF ProFITS. 1 have shown that with
the same GENERAL RATE OF SURPLUS VALUE, the rates of profits iN DIFFERENT
TrADES must be very different, if the commodities are to be sold at
their respective values. The general rate of profits is formed through
the total surplus value produced being calculated on the total
capital of society (of the class of capitalists). Each capital,
therefore, in each particular TraDE, represents a portion of a total
capital of the same [XIII-671] organic composition, both as regards
constant and variable capital, and circulating and fixed capital. As
such a portion, it draws its dividends from the surrLus vaLuE created
by the aggregate capital, in accordance with its size. The surplus
value thus distributed, the amount of surplus value which falls to
the share of a block of capital of given size, for example 100,
during a given period of time, for example one year, constitutes
the averace prRoFIT or the GENERAL RATE oF PrROFIT, and as such it enters
into the costs of production or every Trabe. If this share=15, then
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the usuaL rroriT=15% and the cost price=115. It can be less if, for
instance, only a part of the capital advanced enters as wear and
tear into the valorisation process. But it is always=to the capital
consumed+ 15, the avirace profit on the capital advanced. If in
one case 100 entered into the product and in another only 50,
then in the first case the cost price=100+15=115 and in the
second case it=50+15=65; thus both capitals would have sold
their commodities at the same cost price, i.e. at a price which yielded
the same RraTe oF PrOFIT to boch. It is evident, that the emergence,
realisation, creation of the general rate of profit necessitates the
transformation of values into cost prices that are different from these
values. Ricardo on the contrary assumes the identity of values and
cost prices, because he confuses the rate of profit with the rate of
surplus value. Hence he has not the faintest notion of the ceneraL
cHance which takes place in the rrices of commodities, in the course
of the establishment of a GeNErAL RATE OF PROFIT, before there can be
any talk of a GEnEraL raTE OF prOFIT. He accepts this RATE oF pROFITS as
something pre-existent which, therefore, even plays a part in his
determination of value. (See Cu. I, “On Value”.) The GENERAL RATE OF
PROFIT having been presupposed, he only concerns himself with the
exceptional modifications in prices which are necessary for the
maintenance, for the continued existence of this GENERAL RATE OF
rroFiT. He does not realise at all that in order to create the cenzraL
RATE OF PROFITS VALUES must first be transformed into cost pricEs and
that therefore, when he presupposes a GENERAL RATE OF PROFITS, he is
no longer dealing directly with the vaLues oF commopITIES.
Moreover, the passage under consideration, only [expresses] the
Smithian concept and even this in a one-sided way, because
Ricardo is preoccupied with his notion of a cEnNErRAL RATE OF surPLUS
vaLve. According to him, the rate of profit rises above the
[average] rLever only in particular Trabes, because there the marker
PRICE rises above the NaTuraL pricE owing to the relation between
sueeLy and pemanp, underproduction or overproduction. Competi-
tion, influx of new capital into one Trabe or withdrawal of old
capital from another, will then equalise MarkET PRICE and NATURAL
rrice and reduce the profit of the particular Trabe to the ceneraL
tevie. Here the REAL LEVEL oF PROFITS is assumed as constant and
presupposed as given, and it is only a question of reducing the profit
to this level in particular Trabes in which it has risen above or fallen
below 1it, as a result of the action of surrLy and pemanp. Ricardo,
moreover, always assumes that the commodities whose prices yield
more than the avirace proFIT stand above their value and that those
which yield less than the average profit stand below their value. If
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competition makes their market value conform to their value, then
the ieveL is established.

According to Ricardo, the rever itself can only rise or fall if
wages fall or rise (for a relatively long period), that is to say, if the
rate of relative surplus value falls or rises; and this occurs without
any change in prices. (Yet Ricardo himself admits here that there
can be very significant variations in prices IN DIFFERENT TRADES,
according to the ratio of circulating and fixed capital.)

But even when a GENERAL RATE oF pRoFITs is established and
therefore cost prices, the rATE oF proFITs in particular TRADES may rise,
because the hours of work in them are longer and consequently the
RATE OF ABSOLUTE SURPLUS VALUE rises. That competition between the
workers cannot level this out, is proved by the intervention of the
state. The rate of profit will rise in these particular Traves without
the MARkEeT PRICE rising above the naturaL price. Competition between
capitals, however, can and in the long run will prevent this excess
profit from accruing entirely to the capitalists in these particular
TrapEs. They will have to reduce the prices of their commodities
below their “NaTuraL prices”, or the other Trapes will raise their prices
a little (or if they do not actually raise them, because a fall in value
of these commodities may supervene, then [XIII-672] at any rate
they will not lower them as much as the development of the
productive power of labour in their own rtrabes required). The
cenERaL LEVEL Will rise and the cost prices will change.

Furthermore: if a new Trabe comes into being in which a
disproportionate amount of living labour is employed in relation
to accumulated labour, in which therefore the composition of
capital is far below the avirace comrosition which determines the
AVERAGE PROFIT, the relations of surrLy and pemanp in this new TRADE
may make it possible to sell its output above its cost price, at a price
approximating more closely to its actual value. Competition can
level this out, only through the raising of the cenveraL LEvEL, because
capital on the whole realises, sets in motion, a greater quantity of
unpaid surplus labour. The relations of surpLy and pemanp do not, in
the first instance as Ricardo maintains, cause the commodity to be
sold above its value, but merely cause it to be sold above its cost
price, at a price approximating to its value The equalisation can
therefore bring about not its reduction to the old rever, but the
establishment of a new rever

The same applies, for example, to coroniaL TRaDE, where as a
result of slavery and the bounty of nature, the vALUE OF LABOUR is
lower than in the old country (or perhaps because, in fact or in
law, landed property has not developed there). If capitals from the
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mother country are freely TraNSFERABLE TO THIS NEW TRADE, then they
will reduce the specific surrLus proFIT in this TraDE, but will raise the
GENERAL LEVEL OF PROFIT (as Adam Smith observes quite correctly).

On this point, Ricardo always helps himself out with the phrase:
But in the old Trabes the quantity of labour employed has
nevertheless remained the same, and so have wages. The cexeraL
RATE OF PROFIT is, however, determined by the ratio of unpaid labour
to paid labour and to the capital advanced not in this or that TrabE,
but in all Trabes to which the caprtaL May BE FREELY TRANSFERRED. The
ratio may stay the same in %; but if it alters in /i, then the
GENERAL RATE OF PROFIT in the '%/;p must change. Whenever there is an
increase in the quantity of unpaid labour set in motion by a capital
of a given size, the effect of competition can only be that capitals
of equal size draw equal dividends, equal shares in this increased
surplus labour; but not that the dividend of each individual capital
remains the same or is reduced to its former share in surplus
labour, despite the increase of surplus labour in proportion to the
total capital advanced. If Ricardo makes this assumption he has no
grounds whatsoever for contesting Adam Smith’s view that the
rate of profit is reduced merely by the growing competition
between capitals due to their accumulation. For he himself
assumes here that the rate of profit is reduced simply by
competition, although the rATE oF sureLUSs vALUE is increasing. This is
indeed connected with his second false assumption, that (leaving
out of account the lowering or raising of wages) the rRatE oF proFITS
can never rise or fall, except as a result of temporary deviations of
the Marker pricE from the NaTURAL prICE. And what is NATURAL PRICE?
That price=apvances+averace profIT. Thus one arrives again at the
assumption that averace proFIT can only fall or rise in the same way
as the RELATIVE SURPLUS VALUE.

Ricardo is therefore wrong when, contradicting Adam Smith, he
says:

*“Any change from one foreign trade to another, or from home to foreign
trade, cannot, in my opinion, affect the rate of profits”* (Lc., [p.] 413).

He is equally wrong in supposing that the raTe oF rrorFiTs does not
affect cost prices because it does not affect varues.

Ricardo is wrong in thinking that, IN CONSEQUENCE OF A FAVOURED
FOREIGN TRADE, the cENEraL LeviL [of profits] must always be
re-established by reducing [profits in a branch of foreign trade]
to the former rever and not by raising the general level of
profits.

6-733
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*“They contend, that the equality of profits will be brought about by the
general rise of profits; and I am of opinion, that the profits of the favoured trade
will speedily subside to the general level”* ([pp.] 132-33).

Because of his completely wrong conception of the rate of
profit, Ricardo misunderstands entirely the influence of roreion
TRADE, when it does not directly lower the price of the Lasourers
roon. He does not see how enormously important it is for England,
for example, to secure [XIII-673] cheaper raw materials for
industry, and that in this case, as I have shown previously,* the rate
of profit rises although prices fall, whereas in the reverse case, with
rising prices, the rate of profit can fall, even if wages remain the
same in both cases.

*“It is not, therefore, in consequence of the extension of the market that the
rate of profit is raised”* (L.c., [p.] 136).

The ratE oF rroFiT does not depend on the price of the individual
commodity but on the amount of surplus labour which can be
realised with a given capital. Flsewhere Ricardo also fails to
recognise the importance of the market because he does not
understand the nature of money.

Law of the Diminishing Rate of Profit

(In connection with the above it must be noted that Ricardo
commits all these BLunpErs, because he attempts to carry through
his identification of the rate of surplus value with the rate of
profit by means of forced abstraction. The vulgus has therefore
concluded that theoretical truths are abstractions which are at
variance with reality, instead of seeing, on the contrary, that
Ricardo does not carry true abstract thinking far enough and is
therefore driven into false abstraction.?')

This is one of the most important points in the Ricardian
system.

The rate of profit has a tendency to fall. Why? Adam Smith
says: As a result of the growing accumurarion and the growing
competition between capitals which accompanies it. Ricardo
retorts: Competition can level out profits in DIFFERENT TRADES (wWe
have seen above that he is not consistent in this); but it cannot
lower the general rate of profit. This would only be possible if, as
a result of the accumurLaTion of capital, the capital grew so much

2 See present edition, Vol. 31, pp. 430-37.— Ed.
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more rapidly than the rorurLaTiON, that the demand for labour
were constantly greater than its sueeLy, and therefore wages—both
nominal and real wages and in terms of use value—were
constantly rising in value and in use value. This is not the case.
Ricardo is not an optimist who believes such fairy-tales.

But because for Ricardo the rate of profit and the rate of surplus
value—that is, relative surplus value, since he assumes the length
of the working day to be constant—are identical terms, a
permanent fall in profit or the tendency of profit to fall can only
be explained as the result of the same causes that bring about a
permanent fall or tendency to fall in the rate of surplus value, i.e. in
that part of the day during which the worker does not work for
himself but for the capitalist. What are these causes? If the length
of the working day is assumed to remain constant, then the part of
it during which the worker works for nothing for the capitalist can
only fall, diminish, if the part during which he works for himseif
grows. And this is only possible (assuming that Lasour is paid at its
vaLve), if the value of the necessaries—the means of subsistence on
which the worker spends his wages—increases. But as a result of
the development of the productive power of labour, the value of
industrial commodities is constantly decreasing. The diminishing
rate of profit can therefore only be explained by the fact that the
value of roop, the principal component part of the means of
subsistence, is constantly rising. This happens because agriculture
is becoming less productive. This is the same presupposition
which, according to Ricardo’s interpretation, explains the existence
and growth of rent. The continuous fall in profits is thus bound
up with the continuous rise in the rate of rent. I have already
shown that Ricardo’s view of rent is wrong. This then cuts out one
of the grounds for his explanation of the raLL IN THE RATE OF PROFITS.
But secondly, it rests on the false assumption that the rate oF surrLUS
varve and the rateorF proFiT are identical, that therefore a fall in the
RATE OF PROFIT 1s 1dentical with a fall in the raTE oF sureLUs vaLUE, which
in fact could only be explained in Ricardo’s way. And this puts an
end to his theory. The rate of profit falls, although the ratE oF
SURPLUS VALUE Temains the same or rises, because the proportion of
variable capital to constant capital decreases with the development
of the productive power of labour. The rate of profit thus falls,
not because labour becomes less productive, but because it
becomes more productive. Not because the worker is less
exploited, but because he is more exploited, whether the assoLute
SURPLUS TIME grows or, when the state prevents this, the reLaTivE
sureLus TIME grows, for capitalist production is inseparable from

6*
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falling RELATIVE vALUE OF LABOUR. Thus Ricardo’s theory rests on two
false presuppositions:

1) The false supposition that the existence and growth of rent is
determined by the diminishing productivity of agriculture;

2) The false assumption that the rate of profit=the rate of
relative surplus value and can only rise or fall in inverse
proportion to a fall or rise in wages.

[XI11-674] 1 shall now place together the statements in which
Ricardo expounds the view that has just been described.

First, however, some comments on the way in which, given his
concept of rent, Ricardo thinks that rent gradually swallows up the
rate of profit.

We shall use the tables on page 574,° but with the necessary
modifications.

In these tables it is assumed that the capital
employed=60c¢+40v, the surplus labour=50%, the value of the
product therefore=£120, whatever the productivity of labour. Of
this £10=profit and £10=absolute rent. Say, the £40 represents
wages for 20 men (for a week’s labour for example or rather
because of the rate of profit, say, a year’s labour; but this does not
matter here at all). According to Table A, where land I determines
the market value, the number of tons=60, therefore 60
tons=£120, 1 ton=£""/g,=£2. The wages, £40, thus=20 tons [of
coal] or grs of grain. This then is the necessary wage for the
number of workers employed by the capital of 100. Now if it were
necessary to descend to an inferior type of soil, where a capital of
110 (60 constant capital and the 20 workers which this sets in
motion, that is, 60 constant capital and 50 variable capital) was
required, in order to produce 48 tons. In this case the surplus
value=£10, and the price per ton=£2'/. If we descended to an
even worse type of land where £120=40 tons, the price per
ton="%/,=£3. In this case there would be no surplus value on the
worse type of land. What the 20 men produce always=the value of
£60 (£3=1 working day of a given length). Thus if wages grow
from 40 to 60, the surplus value disappears altogether. It is
assumed throughout that 1 gr is the necessary wage FOR ONE MAN.
Assume that in both these cases a capital of only 100 is to be laid
out. Or, which is the same thing, whatever capital may be laid out,
what is the proportion for 100? For instead of calculating that, if
the same number of workers and the same constant capital is
employed as before, the capital outlay will amount to 110 or 120,

2 See present edition, Vol. 31, pp. 480-81.— Ed.
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we shall calculate on the basis of the same organic composition
(not measured in value but in amount of labour employed and
amount of constant capital) how much constant capital and how.
great a number of workers a capital of 100 contains (in order to keep
to the comparison of 100 with the other classes).

The proportion 110:60=100:54%,; and 110:50=100:45%/,,. 20
men set in motion 60 constant capital; so how many [men] set in
motion 54%/,,?

The situation is as follows: The value obtained from employing
a number of workers (say 20) is £60. In this case 20 qrs or
tons=£40 will fall to the share of the workers employed, if the
value of the ton or qr=£2. If the value of a ton rises to £3, the
surplus value disappears. If it rises to 2'/;, then that '/, of the
surplus value disappears, which constituted the absolute rent.

In the first case, where a capital of £120 (60¢ and 60v) is laid
out the product=£120=40 tons (40X 3).

In the second case, where a capital of 110 (60¢ and 50v) is laid
out the product=£120=48 tons (48x21/,).

In the first case, if the capital laid out were £100 (50¢ and 50v)
the product= 100=33"/5 tons (£3%33%/3=100).

Moreover, since only the land has deteriorated while the capital
has undergone no change, the proportionate number [of workers]
who set in motion the constant capital of 50 will be the same as
that previously setting in motion the capital of 60. Thus if the
latter was set in motion by 20 men (who received £40 while the
value of 1 ton=£2) it will now be set in motion by 16%/s men, who
receive £50 since the value of a ton has risen to £3. As before, 1
man receives 1 ton or 1 qr=£3, for 16%/5x3=50. If the value
created by 16%5 men=50, then that created by 20 men=£60. Thus
the assumption that a day’s labour of 20 men=£60 remains
unchanged.

Now let us take the 2nd case. With a capital outlay of 100, the
product=109'/,,=437/;; tons (2'/3x437/,;=109'/1;). The constant
capital=54%,; and the variable=45%;. How many men does the
£45°/,, represent?

18%/;; men. [XIII-675] For if the value of a day’s labour of 20
men=£60, then that of 18%,, men=54%;, hence the value of the
product=£109/y,.

It can be seen that in both cases the same capital sets in motion
fewer men who, however, cost more. They work for the same
length of time, but the surplus [labour] time decreases or
disappears altogether, because they produce a smaller amount of
product using the same amount of labour (and this product
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consists of their NEcEssaries), therefore they use more labour time
for the production of 1 ton or 1 qr although they work the same
length of time as before. In his calculations, Ricardo always
presupposes that the capital must set in motion more labour and
that therefore a greater capital, i.e. 120, 110, must be laid out
instead of the previous 100. This is only correct if the same quantity
is to be produced, i.e. 60 tons in the cases cited above, instead of
40 tons being produced v case I, with an outlay of 120, and 48 in
case II with an outlay of 110. With an outlay of 100, therefore,
33'/s tons are produced in case 1 and 43’/ tons in case II.
Ricardo thus departs from the correct view point, which is not that
more workers must be employed in order to create the same
product, but that a given number of workers create a smaller
product, a greater share of which is in turn taken up by wages.
We shall now compile two tables, firstly Table A from page 574
and the new table which follows from the data given above.

A
Capital Tons ™V MV v DV CP AR DR AR
[Total [Mar- {Indi- {Differ- {Cost [Abso- [Dif- {Abso-
value] ket vidual ential price} lute fer- lute
value] value] value] per rent} enti- rent]
per per ton per ton ton al
ton rent]
[£] £ £ £ £ £ £ £ tons
I) 100 60 120 2 2 0 15/ 10 0 5
II) 100 65 130 2 111/4 213 19/45 10 10 5
I 100 75 150 2 195 2/ 1715 10 30 5
300 200 400 30 40 15
DR REN- REN-  COMPOSI- Surplus Num- Wages Wages Rate
[Differ- TAL TAL  TION OF value ber of
ential CAPITAL of prof-
rent) work- it
€ers
tons £  tons % £ tons %
D1 0 10 5 60¢+40v 50 20 40 20 10
[1D)] 5 20 10 60c+40v ditto ditto
[1IT)} 15 40 20 60c+40v ditto ditto
20 70 35

If this table were constructed in the reverse direction, according
to Ricardo’s pescenpinG LINE: that is beginning from III and if at the
same time one assumed that the more fertile land which is
cultivated first, pays no rent, then we would, in the first place,
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have a capital of 100 in III, [which] produces a value of 120,
consisting of 60 constant capital and 60 newly added labour.
According to Ricardo, one would further have to assume, that the
rate of profit stood at a higher level than entered in Table A,
since, when the ton of coal (qr of wheat)=£2, the 20 men received
20 tons=£40; now that, as a result of the fall in the value, the
ton=£1%,;, or £1 12s., the 20 men receive only £32 (=20 tons).
The capital advanced to employ the same number of workers
would amount to 60¢ and 32v=£92 and the produced value=120,
since the value of the work carried out by the 20 men=£60 as
before. Accordingly, a capital of 100 would produce a value of
180'%s, for 92:120=100:130"%s (or 23:30=100:130""ys).
Moreover this capital of 100 would be com?osed as follows: 65%/asc
and 34'%/53v. Thus the capital would be 65°/55¢ +34'%/3v; the value
of the product=130'/y5. The number of workers would be 21/,
and the rate of surplus value 87'/9%.
1) So we would have:

Capital TV Number MV v DV
{Total value] of tons {Market {Individual {Differential
value value} value
per ton) per ton per ton]
£l 23] £ £
III) 100 13010/54 8112/44 19/, 195 0
Rent  Profit Rate of Composition Surplus Number
profit of capital value of work-
ers
£ % %

(IID} 0 80195 3010/, 655/95¢+3418/550 871/ 2117/y4

Expressed in tons, wages=21"/53 tons and profit=19'/, tons.
[XIII-676] Continuing on the Ricardian assumption, let us now
suppose that as a result of the increasing population, the market
price rises so high that class II must be cultivated, where the value
per ton=£1"/;,.

In this case it is impossible to assume as Ricardo wants that the
21'/95 workers produce always the same value, i.e. £65%/55 (wages
added to surplus value). For the number of workers whom III can
employ, and therefore exploit, decreases—according to his own
assumption—hence also the total amount of surplus value.

At the same time, the composition of the acricuLTuRAL caPITAL always
remains the same. Whatever their wages may be, 20 workers are
always required (with a given length of the working day) in order to
set in motion 60c.
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Since these 20 workers receive 20 tons and the ton=£1"/;3, 20
workers cost £20 (1+%/15)=£20+£16%/15=£36'%/ 5.

The value which these 20 workers produce, whatever the
productivity of their labour, =60; thus the capital
advanced=96'%/;5, the value=120, and profit=£23'/1s. The profit
on a capital of 100 will therefore be 23'7/5, and the composition:
61'%/51¢+38%5,v. 20*/ss workers [are] employed. Since the total
value 128'/5;, and the individual value per ton in class i=£1%s,
of how many tons does the product consist? 77%, tons. The rate of
surplus value is 62'/,%. But III sells the ton at £1''/;5. This results
in a differential value of 4'%*/;5s. or £'% per ton, and on
77%5 tons it amounts to (77%s) (4'%/158.)=£19%"/ss. Instead of
selling its product at 128Y/4;, III sells at 123'7/5,4+£19%%/5s. (or
£19Y5)=£142 17'/;s. The £19 2/4s. constitutes the rent.

Thus we would have the following for III:

Capital Tons Actual Total v MV
total market [Indivi- [Market
value value dual value

value per ton)
per ton]
[£] £ £ £ I£1

D) 100  778/y 12817/, £142 17Y/ss. 19, 1t

Dv Surplus Rate Number Composition Rent Rent
[Differ- value of of of in
ential value profit workers capital tons
per ton]
% %

[IID)] +412/;5s. 621/, 2317/q; 2040/55 61195,c+382/5,v £1920/ys. 10 tons
and
frac-
tion

The wages measured in tons=20%/; tons. And the pro-
fit=12"%/15 tons. '

We now pass on to class II; there is no rent here. Market value
and individual value are equal. The number of tons produced by
II=674/63.

Thus we have the following for II:

Capital Tons TV MV v
[Total value] [Market value {Individual
per ton] value per ton]
£l £1 I£1 £1

Iy 100 674/63 12817/, 111/, 11,4
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v Sur- Rate of  Number of Composition Rent
[Differenti-  plus profit workers of capital
al value value
per ton}
[%]

(ID] 0 621/, 2317,  2090/5 6119/ c+382/5,v 0

Wages measured in tons=20%/¢s and profit=12'%/,5 tons.
[X111-677] For the 2nd casE, in which class II is introduced and
rent comes into existence, we have the following:

2)  Capital Tons ATV TMV MV v DV
[Actual [Total [Market (Individual [Differen-
total market value value tial
value] value} per ton]  per ton] value
per ton]
[£] [£] £ £ [£] :
CIID) 100 778y, 12817/, £142 1715 1y 19  +412/s.
II) 100 67455 12317/y 12317/5, 115 1144 0
Composition Number Surplus Rate of Wages Profit Rent Rent
of capital of work-  value profit in in in
ers tons tons tons
% Al £
[111)16119/21(3"'382/21'0 2040/63 62 1/2 2317/21 2040/65 12113/126 £1920/215. 1020/63
[I1)I6119/5,c+382/5,v 20%0/g3  621/9 2317y, 20%0/gs 12113/ 9 0 0

Let us now pass on to the 3rd case and, like Ricardo, let us
assume that mine I, a poorer mine, must and can be worked,
because the market value has risen to £2. Since 20 workers are
required for a constant capital of 60 and their wages are now £40,
we have the same composition of capital as in Table A p. 574, ie.
60c+40v, and as the value produced by the 20 workers
always=60, the total value of the product produced by a capital of
100=120, whatever its productivity. The rate of profit in this
case=20 and the surplus value=50%. Measured in tons, the
profit=10 tons. We must now see what changes occur in III and
II as a result of this change in the market value and the
introduction of I, which determines the rate of profit.

Although III works the most fertile land he can with 100 only
employ 20 workers, costing him £40, for a constant capital of 60
requires 20 workers. The number of workers employed with a
capital of 100 therefore falls to 20. And the actual total value of
the product now=120. But how many tons have been produced by
1II when the individual value of one ton=£1%5? 75 tons, since
120 divided by */;5 (£1%/15)=75. The number of tons produced by
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II1 decreases because he can employ less labour with the same
capital, not more (as Ricardo wrongly declares, because he always
considers merely how much labour is required in order to create
the same output; and not how much living labour can be employed
with the new composition of capital though this is the only
important point). But he sells these 75 tons at 150 (instead of at
120, which is their value) and so the rent rises to £30 in 1II. So far
as II is concerned, the value of the product here ditto=120 etc.
But, as the individual value per ton=1"/;5, 65 tons are produced
(for 120 divided by **/,5 (1''/1s)=65). In short, we arrive here at
Table A from p. 574. But since for our purpose we need new
headings here, now that I is introduced and the market value has
risen to £2 we set out the table anew.

3) Capital Tons ATV T™MV MV v DV
{Actual [Total {Market [Individu- [Differen-
total market value al value tial value per
value] value] per ton] per ton] ton)
3] £1 £] £ £
1 100 75 120 150 2 19,5 8s.
I 100 65 120 130 2 11,4 31/gs.
I) 100 60 120 120 2 2 0
Composition Number Surplus Rate of Wages Profit Rent Rent
of capital of value profit in in in
workers tons tons tons
% % £
[1II)] 60c+40v 20 50 20 20 10 30 15
{II)] 60c+40v 20 50 20 20 10 10 5
)] 60c+40c¢ 20 50 20 20 10 0
40 20

[X111-678] In short, this case III) corresponds to Table A p. 574
(apart from absolute rent which appears as a part of profit here)
only the order is reversed.

Let us now go on to the newly assumed cases.* First of all the
class which still yields a profit. Let it be called Ib. With a capital of
100 it only yields 437/, tons.

The value of a ton has risen to £2'/;. The composition of the
capital=54%,,c+45%,,v. The value of the product=£109"/,.
£455/,, is enough to pay 18%/;; men. And since the value of a day’s

a See this volume, pp. 74-77.— Ed
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labour of 20 men=£60, that of 18%/,; men=54%,,. The value of
the product therefore=109/,;. The rate of profit=£9'/,,=3"/;; tons.
The rate of surplus value is 20%.

Since the organic composition of the capitals in III, II, I is the
same as in Ib and they must pay the same wages, they too can
employ only 18%;; men with £100, these men produce a total
value of 54°%,;, and therefore a surplus value of 20% and a rate of
profit of 9'/1,% as in Ib. The total value of the product here, as in
Ib,=£1091/11.

But since the individual value of a ton in IIl=£1%, III
;)roduces (or its product=) £109'/,, divided by 1% or
4/15=68%/|; tons. Moreover, the difference between the market
value of a ton and the individual value amounts to £2'/s—£1%s.
That is £2 10s.—£1 12s.=18s. And on 682/, tons
this=18 (68+2/1,)5.=1,227%/118.=£61 7%/;;s. Instead of selling at
£109%/1,, III sells at £170 9'/,;s. And this excess=the rent of III.
This rent, expressed in tons,=24°%/,, tons.

Since the individual value of a ton in II=£1'/,5, II produces
109Y/;; divided by 1'Y/;s and this=59'/;,; tons. The difference
between the market value of one ton in II and its {individual]
value is £2 10s.—£1 16"%/13s. or (—£1"/13), which=13"/,3s. And on
591, tons, this=13/;3 (59+1/1,)s.=£38 12%/,1s. And this is the rent.
The total market value=£147 14%,s. The rent expressed in
tons=15%/;; tons.

Finally, since the individual value of a ton in I=£2,
£109'/,,=54%/1, tons. The difference between the market value
and the individual value=£2!/,—£2=10s. And on 54%/, tons
this=(54+%/1;) 10s.=540s.+%/,,5.=£27+5%,s. The total market
value therefore=£136 73/;1s. And the value of the rent expressed
in tons=10%; tons,? if we omit a fraction (5%s.).

Bringing together all the data for case 4), one gets the following:

[XI111-679]

4) Capital Tons ATV T™V MV v DV
[Actual to- [Total mar- [Market [Indi-~ [Differen-
tal value] ket value] value vidual tial

per ton] value value
per ton] per ton]
£] £ £ £ £
D) 100 682, 109/, £170 91/;s. 21/ 19,5  18s.
) 100 591, 109Y,, £147 146/,,[s] 2Ys 1Yy 18Y/s.
I) 100 546/, 1091, £136 73/,,(s.] 21/, 2 10s.

Iby 100 437/, 109l/;; £109Y/;, 21/, 21/, 0
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Composition Number Surplus Rate of Wages Profit Rent Rent
of capital of value  profit [in] {in) [in]
workers tons tons tons

% % £

(IIN)] 546/, c+485/,,0 182/, 20 Ol 18%y 87y, £61 73ys. 248/,
[I1)] 546/, c+455/1,v 182/, 20 9l/; 18%y, 37/1, £38128/);s. 155/}
[D)] 546/, c+455,0 182/, 20 9, 18%,, 387 £27 55s. 10,
[Ib)] 546/110-0-455/“1; 182/“ 20 9‘/11 182/11 37/11 0 0

Finally let us look at the last case in which, according to Ricardo,
the entire profit disappears and there is no surplus value.

In this case the value of the product rises to £3, so that if
20 men are employed, their wage=£60=the value produced by
them. The composition of the capital=50c+50v. Now 16%/s men
are employed. If the value produced by 20 men=60, then that
produced by 16%s men=£50. The wages, therefore, swallow up
the whole value. Now, as before, a man receives 1 ton. The value
of the product=100 and therefore the number of tons
produced=33'/3 tons, of which 1/, merely replaces the value of the
constant capital and the other half the value of the variable capital.

Since in III, the individual value of a ton=1%; or £2*/5, how
many tons does III produce? 100 divided by */;5, i.e. 62'/5 tons,
whose value=100. The difference, however, between market value
and individual value=£3-£1%,;=£1%5 or £1%;. On 62'/; tons
this=£87"/;. Hence the total market value of the product=£187'/,.
And the rent in tons=29'/s tons.

In II the individual value of a ton=£1'!/;5. Hence the
differential value=£3—£1"/;3=£1%/s. Since the individual value of
a ton here=£1'Ys or £/, the capital of 100 produces 100
divided by %/;35=54'/¢tons. On this number of tons, that
difference=£62 10s. And the market value of the product=£162
10s. Expressed in tons, the rent=20% tons.

In I the individual value of a ton=£2. The differential value
therefore=3—-2=£1. Since the individual value of a ton=£2 here,
a capital of 100 produces 50 tons. This makes a difference of £50.
The market value of the product=150 and the rent in tons=16%/3
tons.

We now come to Ib, which until now has not carried a rent.
Here the individual value=£2'/,. Hence differential val-
ue=3-£21,=£1/; or 10s. And since the individual value of a ton
is here=2'/5 or £%/s, [£]100 produces 40 tons. The differential
value on these=£20, so that the total market value=120. And the
rent expressed in tons=6%/3 tons.
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Let us now construct case 5) in which, according to Ricardo,
profit disappears.

[XII1-680]
5)  Capital Tons ATV MV v Dv
[Actual {Market {Individual {Differen-
total value value per tial value
value) per ton] per ton]
ton]
73] I£1 £ 4] £
1n 100 621/, 100 3 19,5 12/4
I 100 541/ 100 3 11,4 12/15
I) 100 50 100 3 2 1
Ib) 100 40 100 3 21/, s
Ia) 100 3314 100 3 3 0
Composition Number Surplus Rate Wages  Rent Rent
of capital of value of [in in tons
workers profit tons] £
[I11)] 50¢c+50v 162/3 0 0 162/5 871/2 291/6
[1D] 50¢+50v 162/ 0 0 1625 621/, 205/,
] 50c+50v 1623 0 0 162/5 50 162/4
[Ib)] 50c+50v 162/g 0 0 162/3 20 62/3
[1a)] 50¢+50v 162/4 0 0 162/3 0O 0

On the following page I shall now put all five cases in tabular
form [see pp. 84-85].

[XII-683] If in the first place we examine Table E) on the
previous page, we see that the position in the last class, Ia, is very
clear. In this case wages swallow up the whole product and the
whole value of the labour. Surplus value is non-existent, hence
there is neither profit nor rent. The value of the product=the
value of the capital advanced, so that the workers—who are here
in possession of their own capital—can invariably reproduce their
wages and the conditions of their labour, but no more. In this last
class it cannot be said that the rent swallows up the profit. There
is no rent and no profit because there is no surplus value. Wages
swallow up the surplus value and therefore the profit.

In the 4 other classes the position is prima facie by no means
clear. If there is no surplus value, how can rent exist? Moreover,
the productivity of labour on the types of land Ib, I, II and III
has not altered at all. The non-existence of surplus value must
therefore be sheer illusion.
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[XII1-681)
The Movement of the Rent According to Ricardo
(with Certain Corrections)
i v v
k- 53 3 s
ERY _s ,; g ~ 5 .
s ? Y =R g - g = £8
B9 5 £83w 3¢ S8 g™ Eg™ £5
8 [~ << £ 5 2 > & b5 a, 8- g
e 5 2 £ g
= = a S

A) (Only the best class, III, is cultivated.) Non-existence of rent.
III) 100 8112/95 13010/y, 13010/54 19,5 195 0 655/p5c+3418/p50

B) Second class, 11, is added.
Rent comes into existence on land (mine) III
HI) 100 778y, 12817/ £142 17V, s. 1115 19/ +412/,5 5.6119,,c+38%/;1
II) 100 674g 12317/, 12317/5, 11,4 1H/4 0 6119/5,c+382/y;1

Total 200 144%/ 247135, £266 131/5 s.

C) Third dlass, I, is added.
Rent comes into existence on land (mine) 11

I 100 75 120 150 2 19/;5  8s. 60c+40v

Iy 100 65 120 130 2 11,4 31 gs. 60c+40v

I) 100 60 120 120 2 2 0 60c+40v
Total 300 200 360 400

D) Fourth class, Ib, is added.
Rent comes into existence on land (mine) I

D) 100 68%/;; 109/, £170 9/s. 2y 195 18s.  546/,c+455, v
1) 100 591/, 1091/,  £147 148/;s. 2V,  111/;5 181/ 4s. 546/;,c+455/,,v
I) 100 546/, 109Y,,  £136 73/, 2y 2 10s.  546/,,c+455/,v
Ib) 100 487/, 109Y;  £109 1/, 2y, 21y 0 545/;,c+45%,v

Total 400 2255/, 436%(,, £563 128/;s.

E) Fifth class, Ia, is added.
Surplus value and profit disappear altogether

D) 100 621/, 100 1871/, 3 1% 1% 50c+50v
) 100 54l 100 1621/, 3 1y 12/ 50¢+500
) 100 50 100 150 3 2 1 50¢c+50v
Ib) 100 40 100 120 3 2l 1y 50¢+500
Ia) 100 3813 100 100 3 3 0 50c+50v

Total 500 240 500 720



Theories of Surplus Value. Ricardo

85

hi £ %3 £ £ g g
P g8 s £ ol
5 wr g™ g & 25
L | & £ g g 3
=
[XIII-682] Only the most fertile land or mine is cultivated A)
211755 871y  3010/p 19Y/,6 2117/04 0 0
B)
2040/¢4 621/y 2317/, 12118/,5¢ 2040/ ¢5 £19 20/ys, 1020/4
2090/ 621y  2817/y 12118/,5¢ 2040/, 0 0
4].}7/53 4713/21 2550/63 4117/65 £lg 20/218. 1020/63
%)
20 50 20 10 20 30 15
20 50 20 10 20 10 5
20 50 20 10 20 0 0
60 60 30 60 40 20
D)
182/“ 20 91/“ 37/” 182/“ £61 73/“5. 246/“
182/, 20 91/, 87/, 182/,  £38 128/;s. 155/,
182/” 20 9‘/1] 37/“ 182/11 £27 55/115. 104/5
182/11_ 20 9/, 37/11 182/, 0 0
728/11 364/11 146/“ 728/11 £127 55/115. 504/5
E)
162/5 0 0 0 162/4 871/, 291/¢
162/4 0 0 0 162/5 621/5 205/
162/4 0 0 0 16%/3 50 162/
162/5 0 0 0 162/4 20 62/
162/3 0 0 0 162/ 0 0
83 1/g 831/, 220 731/5
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Furthermore, another phenomenon becomes apparent and this,
prima facie, is equally inexplicable. The rent in tons [of coal] or [in
quarters] of corn for II1 amounts to 29'/s tons or qrs, whereas in
Table A, where only land III was cultivated, where there was no
rent and where, moreover, 21'7/53 men were EmpLovED whereas now
only 16%*/s men are employed, the profit (which absorbed the
entire surplus value) only amounted to 19'/4 tons.

The same contradiction is apparent in II, where the rent in
Table E)=20%¢ tons or qrs while in Table B) the profit, which
absorbed the entire surplus value (20%/es men being EmPLOYED,
instead of 16%*/3 men now), amounted to only 12''*/,5 tons or grs.

Similary in I, where the rent in Table E)=16%/s tons or qrs, while
in Table C the profit of I), which absorbs the entire surplus
val2ue,=on1y 10 tons (20 men being empLovep, instead of the present
16%/s).

Finally in Ib, where the rent in Table E)=6%/5 tons or qrs, while
the profit of Ib in Table D), where the profit absorbed the entire
surplus value,=only 37/, tons or qrs (while 18%/;; MEN were
emrLovED, instead of the 16%/s now being employed). It is, however,
clear, that whereas the rise in market value above the individual
value of the products of III, II, I, Ib can alter the distribution of
the product, shifting it from one class of suareHoLDERs to the other,
it can by no means increase the product which represents the
surplus value over and above the wages. Since the productivity of
the various types of land has remained the same, as has the
productivity of capital, how can III to Ib become more productive
in tons or qrs through the entry into the market of the less
productive type of land or mine Ia?

The riddle is solved in the following manner:

If a day’s labour of 20 men=£60, then that of 16%/; men
produces £50. And since in land of class III, the labour time
contained in 1%5 or £**/;5 is represented in 1 ton or 1 qr, £50 will
be represented in 31'/, tons or qrs. 16%; tons or grs have to be
deducted from this for wages, thus leaving 147/, tons as surplus
value.

Furthermore, because the market value of a ton has risen from
1%/15 or £%*/15 to £8, 16%5 tons or qrs out of the product of 62'/;
tons or qrs, will suffice to replace the value of the constant capital
[£50]. On the other hand, so long as the ton or qr produced on
III itself determined the market value, and the latter was
therefore equal to its individual value, 31'/4 tons or qrs were
required in order to replace a constant capital of £50. Out of
the 31'/, tons or qrs—the part of the product which was necessary
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to replace the capital when the value of a ton was £*/;5—only
16%/5 are now required. Thus 31'/,—16%/5 tons or qrs, [XIII-684]
i.e. 147/12 tons or qrs, become available and fall to the share of
rent.

If one now adds the surplus value produced by 16% workers
with a constant capital of £50 on III, which amounts to 147/,5 tons
or qrs,

to 147/15 tons or qrs, the part of the product which instead of
replacing the constant capital now takes on the form of sureLus
rrobuce, then the total surplus probuce amounts to 284/, tons or
qrs= 29%/1,=29"/ qrs or tons. And this is Exacriy the ton or corn
rent of III in Table E). The apparent contradiction in the amount
of ton or corn rent in classes II, I, Ib in Table E) is solved in
exactly the same way.

Thus it becomes evident that the differential rent—which arises
on the better types of land owing to the difference between
market value and individual value of the products raised on
them—in its material form as rent in kind, surplus product, rent in
tons or corn in the above example, is made up of two elements and
due to two transformations. [Firstly:] The surplus product which
represents the surplus labour of the workers or the surplus value,
is changed from the form of profit to the form of rent, and
therefore falls to the LanpLorp instead of the capitalist. Secondly: a
part of the product which previously—when the product of the
better type of land or mine was being sold at its own value—was
needed to replace the value of the constant capital, is now, when each
portion of the product possesses a higher market value, free and
appears in the form of sureLus probuce, thus falling to the LanpLorp
instead of the capitalist.

The rent in kind in so far as it is differential rent comes into
being as the result of two processes: the transformation of the
surplus rropuct into rent, and not into profit, and the transforma-
tion of a portion of the product which was previously allotted for
the replacement of the value of the constant capital into surplus
rropuce, and thus into rent. The latter circumstance, that a part of
the product is converted into rent instead of capital, has been
overlooked by Ricardo and all his followers. They only see the
transformation of surplus rrobuce into rent, but not the transfor-
mation of a part of the product which previously fell to the share
of capital (not of profit) into surplus propuck.

The nominal value of the surplus rropuce thus constituted or of the
differential rent, is determined (according to the presupposition
made) by the value of the product produced on the worst land or in

7-733
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the worst mine. But this market value only instigates the different
distribution of this product, it does not bring it about.

These same two elements are [present] in all excess profit, for
instance, if as a result of new machinery, etc., a cheaply produced
product is sold at a higher market value than its own value. A part
of the surplus labour of the workers appears as surplus product
(excess profit) instead of as profit. And a part of the product
which—if the product were sold at its own lower value—would
have to replace the value of the capitalist’s constant capital, now
becomes free, has not got to replace anything, becomes surplus
product and therefore swells the profit.

It was assumed throughout this discussion, that the product
whose price (according to market value) had risen did not enter
naturaliter® into the composition of the constant capital, but only
into wages, only into the variable capital. If the former were the
case, Ricardo says that this would cause the rate of profit to fall
even more and the rent to rise. This has to be examined. We have
assumed until now, that the value of the product has to replace
the value of the constant capital, i.e. the £50 in the case cited
above. Thus if 1 ton or gr costs £3, it is obvious that not so many
tons or qrs are required for the replacement of this value than
would be needed if the ton or qr cost only £1%5, etc. But
supposing that the coal or the corn or whatever other product of
the earth, the product produced by acricULTURAL cAPITAL, itself enters
naturaliter into the formation of the constant capital. Let us
assume for instance that it makes up half of the constant capital.
In this case it is clear that whatever the price of the coal or the
corn [XIII-685] a constant capital of definite size, in other words,
‘one which is set in motion by a definite number of workers, always
requires a definite portion of the total product in natura for its
replacement—since the composition of agricultural capital has,
according to the assumption, remained unchanged in its propor-
tionate amounts of accumulated and living labour.

If, for example, half the constant capital consists of coal or corn
and half of other commeodities, then the constant capital of 50 will
consist of £25 of other commodities and £25 (or 15°/5 grs or tons),
when the value of a ton=£%*/1; or £1%,5. And however the market
value of a ton or a qr may change, 16*/; men require a constant
capital of £26+15%/5 qrs or tons, for the nature of the constant
capital remains the same, ditto the proportionate number of
workers required to set it in motion.

2 In kind.— Ed.
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Now if, as in Table E), the value of a ton or gr rises to £3,
then the constant capital required for the 16%5 men=£25+£3
(154+%/)=£25+£45+£ ®/s=£717/s. And since the 162%/5 men cost
£50, they would require a total capital outlay of £71 g+
+£50=£1217s.

The correlation of values within the acricuLTurRAL capital would
have changed while organic composition remained the same.

It would be 717/sc+50v (for 16%/s workers). For [£]100 the
composition would be 58%/s5c+41 /590, Slightly more than 132/,
workers (that is, leaving out of account the fraction '/117). Since
16%s workers set in motion 15%3 qrs or tons constant capital,
187%/,;; workers set in motion 12%%/55 tons or qrs=£38%,s. The
remainder of the constant capital=£ 20%%/5q, would consist of other
commodities. Whatever the circumstances, 12%/s3 tons or qrs
would always have to be deducted from the product in order to
replace that part of constant capital into which they enter in
natura. Since the value produced by 20 workers=£60, that
produced by 137%/,;=£41'/s,. Wages in Table E), however, ditto
amount to 41'/s,. Therefore no surplus value.

The total number of tons would be 1) [51'!/55 tons,”® of which]
12%%/55 tons are again reproduced; a further 137%/,,; are for the
workers, altogether 26°%/1);. 6%/,,; tons, at £3 a ton, are used
to replace the remainder of the constant capital. That is altogether
33'/s tons. This would leave 17*/s tons for the rent.

To shorten the matter, let us take the most extreme case, the
one most favourable to Ricardo, i.e. that the constant capital, just
as the variable, consists purely of acricuLTurAL PRODUCE Whose value
rises to £3 per qr or ton, when class Ia governs the market.

The technological composition of the capital remains the same;
that is, the ratio between living labour or number of workers
(since the normal working day has been assumed to be constant)
represented by the variable capital and the quantity of the means of
labour required, which now, according to our assumption, consist
of tons of coal or qrs of corn, remains constant for a given
number of workers.

Since with the original composition of the capital, of 60c+40y,
and the price per ton of £2, 40v represented 20 workers or 20
grs, or tons, 60c¢ represented 30 tons; and since these 20 workers
produced 75 tons on III, 13!/s workers (and 40v=13'/s tons or
workers if the ton costs £3) produce 50 tons and set in motion a
constant capital [XII1-686] of */3=20 tons or qrs.

Moreover, since 20 workers produce a value of £60, 181/,
produce £40.

7*
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Since the capitalist must pay £60 for the 20 tons and 40 for the
13Y/; workers, but the latter only produce a value of £40, the value
of the product=£100; the outlay=£100. Surplus value and
profit=0.

But because the productivity of III has remained the same, as
has already been said, 13'/s men produce 50 tons or qrs. The
outlay in kind of tons, or grs, however, only amounts to 20 tons
for constant capital and 13/ tons for wages, i.e. 33'/s tons. The 50
tons thus leave a sureLus probuce of 16%/; and this forms the rent.

But what do the 16%/5 represent?

Since the value of the product=100 and the product itself=50
tons, the value of the ton produced here would ¥ ract be
£2=""/,. And so long as the product in natura is greater than
what is required for the replacement of the capital in kind, the
individual value of a ton must remain smaller than its market
value according to this criterion.

The rarmer must pay £60 in order to replace the 20 tons, and he
reckons the 20 tons at £3, since this is the market value per ton
and a ton is sold at this price. Similarly he must pay £40 for the
13!/s workers, or for the tons or qrs which he pays to the workers.
Thus the workers only receive 13'/s tons in the transaction.

In actual fact, however, so far as class IIl is concerned, the 20 -
tons cost £40 and the 13'/; cost only 26%/s. But the 13'/s workers
produce a value of £40, and therefore a surplus value of £ 18Ys.
At £2 per ton, this=6%, or 6% tons. And since the 20 tons cost
only £40 on III, this leaves an excess of £20=10 tons.

The 16%s tons rent are thus=6%s tons surplus value which is
converted into rent and 10 tons capital which is converted into
rent. But because the market value per ton has risen to £3, the 20
tons cost the farmer £60 and the 13!/; cost him £40, while the
16%/s tons, that is the excess of the market value over the
[individual] value of his product, appear as rent, and=£50.

How many tons are produced by 13'/s men in class II? 20 men
produce 65 here, 13'/s therefore—43'/s tons. The value of the
product=100, as above. Of the 43'/; tons, however, 33'/; or 33%/;,
are required for the replacement of the capital. This leaves
43'/5—33%/,,— 10 tons as surplus product or rent.

But this rent of 10 tons can be explained as follows: the value of
the product of II=100, the product=431/5 [tons], thus the value of

100

a ton=
43+1/3

=£2 6%3[s.]. The 138'/; workers therefore cost

30'/1s, and this leaves a surplus value of £9 4%,5. Moreover, the
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20 tons constant capital cost 46,5 and of the 60 that are paid for
this, there remain 13''/;5. Together with the surplus value this
comes to £23 17/;s.

Only in class Ia, where 33'/; tons or qrs, that is the total
product, is required in natura to replace constant capital and
wages, there is INract neither surplus value, nor sureLus prODUCE, nor
profit, nor rent. So long as this is not the case, so long as the
product is greater than is necessary to replace the capital in natura,
there will be conversion of profit (surplus varue) and capital into
rent. Conversion of capital into rent takes place when a part of the
product is freed, which, with a lower value, would have had to
replace the capital, or [when] a part of the product which would
have been converted into capital and surplus value falls to rent.

At the same time it is evident that if constant capital becomes
dearer as a result of dearer acricuLTURAL PRODUCE, the rent is very
much reduced, for example, the rent of III and II [in Table E]
from 50 tons=£150 with a market value of £3, to 26%; tons, i.e.
almost to half. Such a reduction is inevitable [XI1I1-687] since the
number of workers employed with the same capital of 100 is
reduced for two reasons, firstly, because wages rise, i.e. the value
of the variable capital rises, secondly, because the value of the
means of production, the constant capital, rises. In itself, the rise
in wages necessitates that out of the 100 less can be laid out in
labour, hence relatively less (if the value of the commodities that
enter into the constant capital remains the same) can be laid out in
constant capital; thus £100 represents less accumulated and less
living labour toceraer. In addition, however, the rise in the value
of the commodities which enter into the constant capital, reduces
the -amount of accumulated labour and for this reason of living
labour, which can be employed for the same sum of money, as the
technological ratio between accumulated and living labour remains
the same. But since, with the same productivity of the land and a
given technological composition of the capital, the total product
depends on the quantity of labour employed, as the latter
decreases, so the rent must also decrease.

This only becomes evident when profit disappears. So long as
there is a profit, the rent can increase despite the absolute
decrease in the product in all classes, as shown in the table on
p. 681.% It is after all obvious that as soon as rent alone exists, the
decrease in the product, HENcE in the sureLUS PRODUCE, must hit rent

2 See this volume, pp. 84-85.— Ed
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itself. This would occur more rapidly at the outset, if the value of
the constant capital increased with that of variable capital.

But this apart, the table on p. 681 shows that with declining
fertility in agriculture, the growth of differential rent is always
accompanied, even on the better classes of land, by a diminishing
volume of total product in proportion to a capital outlay of a
definite size, say 100. Ricardo has no inkling of this. The rate of
profit decreases, because the same capital, say 100, sets in motion
less labour and pays more for this labour, thus yielding an ever
smaller surplus. The actual product, however, like the surplus
value, depends on the number of workers employed by the capital,
when the productivity is given. This is overlooked by Ricardo. He
ditto ignores the manner in which the rent is formed: not only by
transforming sureLus vaLuE into rent, but also capital into surpLus
vaLve. Of course this is only an apparent transformation of capital
into sureLus vaLue. Each particle of surpLus probuce would represent
SURPLUS VALUE or surpLUs labour, if the market value were determined
by the value of the product of III etc. Ricardo, moreover, only
considers that in order to produce the same volume of product,
more labour has to be employed, but disregards the fact that with
the same capital, an ever diminishing quantity of living labour is
employed, of which an ever greater part is NEcEssary LaBoUR and an
ever smaller part surrLus LaBoUR, and this is the decisive factor for
the determination of both the rate of profit and the quantity of
product produced.

ALL THIS CONSIDERED, it must be said that even if rent is taken to be
purely differential rent, Ricardo has not made the slightest
advance over his predecessors. His important achievement in this
field is, as De Quincey pointed out, the scientific formulation of
the question. In solving it Ricardo accepts the traditional views.
Namely:

“Ricardo’s doctrine of rent is new in so far as he poses the question whether in

fact it sets aside the LAW OF ACTUAL VALUE” 20 (Thomas de Quincey, The Logic of
Political Economy, Edinburgh, 1844, [p.] 158).

On p. 163 of the same work, Quincey says further:

**“..Rent is that portion of the produce from the soil (or from any agency of
production) which is paid to the landlord for the use of its differential powers, as
measured by comparison with those of similar agencies operating on the same
market.” ¥ )

Furthermore on p. 176:

“The objections against Ricardo are that the owners of No. 1 will not give it
away for nothing. But in the period” //this mythical period//, “when only No. 1 is
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being cultivated *“NO SEPARATE CLASS OF OCCUPANTS AND TENANTS DISTINCT FROM THE
CLASS OF OWNERS [XIII-688] CAN HAVE BEEN FORMED.” 2

So according to De Quincey this law of “landownership” [is
valid] so long as there is no landownership in the modern sense of
the word.

Now to the relevant quotations from Ricardo.

(First the following note on differential rent: In reality, the
ASCENDING and DESCENDING LINES alternate, run across one another and
intertwine.

But it cannot by any means be said that if for individual short
periods (such as 1797-1813) the pescenbine LINE clearly predomi-
nates, that because of this, the rate of profit must fall (in so far, that
is, as the latter is determined by the rate of surplus value). Rather
I believe that during that period, the rate of profit in England
rose by way of exception, despite the greatly increased prices of
wheat and acricurTurAL PRODUCE GENERALLY. I do not know of any
English statistician who does not share this view on the rise in the
rate of profit during that period. Individual economists, such as
Chalmers, Blake, etc. have advanced special theories based on this
fact.® First, I must add that it is foolish to attempt to explain
the rise in the price of wheat during that period by the
depreciation of money. No one who has studied the history of the
prices of commodities during that period, can agree with this.
Besides, the rise in prices begins much earlier and reaches a high
level before any kind of perreciation of money occurs. As soon as it
appears it must simply be allowed for. If one asks why the rate of
profit rose despite the rising corn prices, this is to be explained
from the following circumstances: Prolongation of the working
day, the direct consequence of the newly introduced machinery;
depreciation of the manufactured goods and colonial commodities
which enter into the consumption of the workers; reduction of
wages (although the nominal wage rose) below their traditional
average level (this racT is acknowledged for that period; P. J. Stirl-
ing in The Philosophy of Trade etc., Edinburgh, 1846, who, on the
whole, accepts Ricardo’s theory of rent, seeks, however, to prove
that the immediate consequence of a permanent (that is, not
accidental, dependent on the seasons) rise in the price of corn, is

a Marx gives here, in his own words, a brief summary of the idea developed by
De Quincey.— Ed.

b Cf. Th. Chalmers, On Political Economy in Connexion with the Moral State and Moral
Prospects of Society, 2nd ed., Glasgow, 1832 and W. Blake, Observations on the Effects
Produced by the Expenditure of Government during the Restriction of Cash Payments,
London, 1823.— Ed
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always reduction in the averace wage?; finally, the rise in the rate
of profit was due to rising nominal prices of commodities, because
loans and government expenditure increased the demand for
capital even more rapidly than its supply, and this enabled the
manufacturers to retrieve part of the product paid to the
landowning rentiers and orHer MEN on a rxep iNcoME in the form of
rent, etc. This transaction is of no concern to us here, where we
are considering the basic relationships, and therefore are con-
cerned only with 8 classes: LanNpLORDS, capiTaLisTs and workMEN. On
the other hand it plays a significant part in practice, under
appropriate circumstances as Blake has shown.™)

// Incidentally, when speaking of the law of the falling rate of
profit in the course of the development of capitalist production, we
mean by profit, the total sum of surplus value which is seized in
the first place by industrial capitalist, [irrespective of] how he may
have to share this later with the money-lending capitalist (in the
form of interest) and the LanpLorp (in the form of rent). Thus here

surplus value

the rate of profit = - - The rate of profit in this
capital advanced

sense may fall, although, for instance, the industrial profit rises
proportionately to interest or vice versa, or although rent rises
proportionately to industrial profit or vice versa. If P=the profit,
P’'=the industrial profit, I interest and R rent, then P=P'+I+R.
And it is clear, that whatever the absolute magnitude of P, P', I,
R can increase or decrease as compared with one another,
independently of the magnitude of P or the rise and fall of P.
The reciprocal rise of P’, I and R only represents an altered
distribution of P among different persons. A further examination
of the circumstances on which this distribution of P depends but
which does not coincide with a rise or fall of P itself, does not
belong here, but into a consideration of the competition between
capitals. That, however, R can rise to a level higher even than that
of P, if it were only divided into P’ and I, is therefore—as has
already been explained—due to an illusion which arises from the
fact that a part of the product whose [market] value is rising,
becomes free and is converted into rent instead of being
reconverted into constant capital. //

[XII1-689] //Mr. Hallett from Brighton exhibited “PEDIGREE NURSERY WHEAT” at

the 1862 EXHIBITION.25 * “Mr. Hallett insists that ears of corn, like racehorses, must
be carefully reared, instead of, as is done ordinarily, grown in higgledy-piggledy

2 P. ]. Siirling, The Philosophy of Trade; o1, Outlines of a Theory of Profits and
Prices..., Edinburgh, London, 1846, pp. 209-10.— Ed
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fashion, with no regard to the theory of natural selection. In illustration of what
good education may do even with wheat, some remarkable examples are given. In
1857, Mr. Hallett planted an ear of the first quality of the red wheat, exactly 43/
inches long, and containing 47 grains. From the produce of the small crops
ensuing, he again selected, in 1858, the finest ear, 61/, inches long, and with 79
grains; and this was repeated, in 1859, again with the best offspring, this time 73/,
inches long, and containing 91 grains. The next year, 1860, was a bad season for
agricultural education, and the wheat refused to grow any bigger and better; but
the year after, 1861, the best ear came to be 83/, inches long, with no less than 123
grains on the single stalk. Thus the wheat had increased, in five years, to very
nearly double its size, and to a threefold amount of productiveness in number of
grains. These results were obtained by what Mr. Hallett calls the ‘natural system’ of
cultivating wheat; that is, the planting of single grains at such a distance—about 9
inches from each other—every way-—as to afford each sufficient space for full
development.... He asserts that the corn produce of England may be doubled by
adopting ‘pedigree wheat’ and the ‘natural system’ of cultivation. He states that
from single grains, planted at the proper time, one only on each square foot of
ground, he obtained plants consisting of 23 ears on the average, with about 36
grains in each ear. The produce of an acre at this rate was, accurately counted,
1,001,880 ears of wheat; while, when sown in the ordinary fashion, with an
expenditure of more than 20 times the amount of seed, the crop amounted to only
934,120 ears of corn, or 67,760 ears less...” //

“With the progress of society the natural price of labour has always a tendency to
rise, because one of the principal commodities by which its natural price is regulated, has a
tendency to become dearer, from the greater difficulty of producing it. As, however, the
improvements in agriculture, the discovery of new markets, whence provisions may
be imported, may for a time counteract the tendency to a rise in the price of
necessaries, and may even occasion their natural price to fall, so will the same
causes produce the correspondent effects on the natural price of labour” * (l.c.,
[pp.] 86-87). *“The natural price of all commodities, excepting raw produce and
labour, has a tendency to fall, in the progress of wealth and population; for
though, on one hand, they are enhanced in real value, from the rise in the natural
price of the raw material of which they are made, this is more than
counterbalanced by the improvements in machinery, by the better division and
distribution of labour, and by the increasing skill, both in science and art, of the
producers” * (L.c., [p.] 87).

*“As population increases, these necessaries will be constantly rising in price,
because more labour will be necessary to produce them.... Instead, therefore, of the
money wages of labour falling, they would rise; but they would not rise sufficiently
to enable the labourer to purchase as many comforts and necessaries as he did
before the rise in the price of those commodities.... Notwithstanding, then, that the
labourer would be really worse paid, yet this increase in his wages would necessarily
diminish the profits of the manufacturer; for his goods would sell at no higher price,
and yet the expense of producing them would be increased.... It appears, then,
that the same cause which raises rent, the increasing difficulty of providing an «dditional
quantity of food with the same proportional quantity of labour, will also raise wages; and
therefore if money be of an unvarying value, both rent and wages will have a
tendency to rise with the progress of wealth and population”* (lLc., [pp.] 96-97).
*“But there is this essential difference between the rise of rent and the rise of
wages. The rise in the money value of rent is accompanied by an [XIII-690]
increased share of the produce: not only is the landlord’s money rent greater, but
his corn rent also.... The fate of the labourer will be less happy; he will receive
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more money wages, it is true, but his corn wages will be reduced; and not only his
command of corn, but his general condition will be deteriorated, by his finding it
more difficult to maintain the market rate of wages above their natural rate” * (Lc.,
[pp.] 97-98).

* “Supposing corn and manufactured goods always to sell at the same price,
profits would be high or low in proportion as wages were low or high. But suppose
corn to rise in price because more labour is necessary to produce it; that cause will
not raise the price of manufactured goods in the production of which no additional
quantity of labour is required ... if, as is absolutely certain, wages should rise with
the rise of corn, then their [the manufacturers’] profits would necessarily fall” * (l.c.,
{p.] 108). But it may be asked, * “whether the farmer at least would not have the
same rate of profits, although he should pay an additional sum for wages?
Certainly not: for he will not only have to pay, in common with the manufacturer,
an increase of wages to each labourer he employs, but he will be obliged either to
pay rent, or to employ an additional number of labourers to obtain the same produce; and
the rise in the price of the raw produce will be proportioned only to that rent, or
that additional number, and will not compensate him for the rise of wages” * (lL.c,,
[p.] 108).

*“We have shewn that in early stages of society, both the landlord’s and the
labourer’s share of the value of the produce of the earth, would be but small; and
that it would increase in proportion to the progress of wealth, and the difficulty of
procuring food” * (l.c., [p.] 109).

These “EarLy sTAGES oF socieTY” are a peculiar bourgeois fantasy. In
these EARLY sTAGES, the Lapourer is either slave oOr SELFSUSTAINING
PEASANT, etc. In the first case he belongs to the LanpLorp, together
with the land; in the second case he is his own ranpLorp. In neither
case does any capitalist stand between the vranpLorp and the
LasourirR. The subjugation of agriculture to capitalist production,
and hence the transformation of siaves or peasanTs into wace
rapourers and the intervention of the capitalist between ranpLorp
and rLasourer—which is only the final result of capitalist produc-
tion—is regarded by Ricardo as a phenomenon belonging to the
““EARLY STAGES OF SOCIETY’ .

*“The natural tendency of profits then is to fall; for, in the progress of society
and wealith, the additional quantity of food required is obtained by the sacrifice of
more and more labour. This tendency, this gravitation as it were of profits, is
happily checked at repeated intervals by the improvements of machinery,
connected with the production of necessaries, as well as by discoveries in the
science of agriculture which enable us to relinquish a portion of labour before
required, and therefore to lower the price of the prime necessary of the
labourer” * (l.c., [pp. 120-]21).

In the following sentence, Ricardo says in plain terms that by
RATE oF PROFITS he understands the RaTe oF sureLUS vaLUE:

*“Although a greater value is produced, a greater proportion of what remains of
that value, after paying rent, is consumed by the producers, and it is this, and this
alone, which regulates profits” * (l.c., [p.] 127).
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In other words, apart from rent, the rate of profit=the excess of
the value of the commodity over the value of the labour which is
paid during its production, or that part of its value which is
consumed by the rrobucers. Ricardo calls only the workers
rrobucers.'® He assumes that the rropucep varve is produced by
them. He thus defines surplus value here, as that part of the value
created by the workers which the capitalist retains.

But if Ricardo identifies RaTE OF surrLus vaLup with RATE OF
rrOFIT—and at the same time assumes, as he does, that the working
day is of given length—then the Tenpency of the ratE oF proFIT to fall
can only be explained by the same factors which make the rate oF
sureLus vaLug fall. But, with a given working day, the rate of surplus
value can only fall if the raTe oF wacEs is rising PermanenTLY. This is
only possible if the vaiue of NEcEssariks is rising pERMANENTLY. And this
only if agriculture is constantly deteriorating, in other words, if
Ricardo’s theory of rent is accepted. Since Ricardo identifies raTe oF
SURPLUS VALUE with raTE of proriT, [XIII-691] and since the rate or
surpLUs VALUE can only be reckoned in relation to variable capital,
capital laid out in wages, Ricardo, like Adam Smith, assumes that
the value of the whole product— after deduction of rent—is divided
between workMEN and caPITALISTS, into waces and prorrts. This means
that he makes the false presupposition that the whole of the
capital advanced consists only of variable capital. Thus, for
example, after the passage quoted above, he goes on:

*“When poor lands are taken into cultivation, or when more capital and labour
are expended on the old land, with a less return of produce, the effect must be
permanent. A greater proportion of that part of the produce which remains to be
divided after paying rent, between the owners of stock and the labourers, will be
apportioned to the latter” * (L.c., [pp.] 127-28).

The passage continues:

*“Each man may, and probably will, have a less absolute quantity; but as more
labourers are employed in proportion to the whole produce retained by the
farmer, the value of a greater proportion of the whole produce will be absorbed by
wagés, and consequently the value of a smaller proportion will be devoted to
profits” * (lc., [p.] 128).

And shortly before:

*“The remaining quantity of the produce of the land, after the landlord and
labourer are paid, necessarily belongs to the farmer, and constitutes the profits of his
stock” * (L.c., [p.] 110).

At the end of the section (Cn. VI) “On Profits”, Ricardo says
that his thesis on the FaLL oF PrOFITS Temains true, even if —which is
wrong-—it were assumed, that the prices of commodities rose with a
rise in the MoNEy waces of the LABOURERs.
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**“In the Chapter on Wages, we have endeavoured to shew that the money price
of commodities would not be raised by a rise of wages.... But if it were otherwise, if the
prices of commodities were permanently raised by high wages, the proposition
would not be less true, which asserts that high wages invariably affect the
employers of labour, by depriving them of a portion of their real profits.
Supposing the hatter, the hosier, and the shoemaker, each paid £10 more wages in
the manufacture of a particular quantity of their commodities, and that the price of
hats, stockings, and shoes, rose by a sum sufficient to repay the manufacturer the
£10, their situation would be no beiter than if no such rise took place. If the hosier sold
his stockings for £110 instead of £100, his profits would be precisely the same
money amount as before; but as he would obtain in exchange for this equal sum,
one-tenth less of hats, shoes, and every other commodity, and as he could with his
former amount of savings” * (that is with the same capital) * “employ fewer labourers at
the increased wages, and purchase fewer raw materials at the increased prices, he
would be in no better situation than if his money profits had been really
diminished in amount, and every thing had remained at its former price” * (L.c.,

[p.] 129).

Whereas elsewhere in his argument Ricardo always only stressed
that in order to produce the same quantity of product on worse land,
more labourers have to be paid, here at last he stresses what is
decisive for the rate of profit, namely, that with the same amMounT oF
CAPITAL FEWER LABOURERS ARE EMPLOYED AT INCREASED WAGES. Apart from this,
he is not quite right in what he says. It makes no difference to the
capitalist, if the price of uars etc. rises by 10%, but the LanpLorp
would have to give up more of his rent. His rent may have risen
for example, from 10 to £20. But he gets proportionately fewer
nats etc. for his £20 than for the 10.

Ricardo says quite rightly:

*“In an improving state of society, the net produce of land is always
diminishing in proportion to its gross produce”* (l.c., [p.] 198).

By this he means that the rent initially rises 1N AN IMPROVING STATE OF
sociery. The real reason is that N AN IMPROVING STATE OF SOCIETY, the
variable capital decreases in proportion to the constant capital.

Regarding the origin of surplus value:

*“In the form of money ... capital is productive of no profit; in the form of
materials, machinery, and food, for which it might be exchanged, it would be
productive of revenue..”* (lLc., p. 267). *“The capital of the stockholder can
[XIII-692] never be made productive— it is, in fact, no capital. If he were to sell his
stock, and employ the capital he obtained for it, productively, he could only do so
by detaching the capital of the buyer of his stock from a productive employment” *
(l.c., p. 289, note).

That with the rrocress of production, the constant capital grows
in proportion to the variable, Ricardo himself admits, but only in
the form that the rixep caprtaL grows in proportion to the
CIRCULATING.
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*“In rich and powerful countries, where large capitals are invested in
machinery, more distress will be experienced from a revulsion in trade, than in
poorer countries where there is proportionally a much smaller amount of fixed, and a
much larger amount of circulating capital, and where consequently more work is done by
the labour of men. It is not so difficult to withdraw a circulating as a fixed capital,
from any employment in which it may be engaged. It is often impossible to divert
the machinery which may have been erected for one manufacture, to the purposes
of another; but the clothing, the food, and the lodging of the labourer in one
employment may be devoted to the support of the labourer in another;” *

(here, therefore, circulating capital comprises only variable
capital, capital laid out in wages)

*“or the same labourer may receive the same food, clothing and lodging, whilst
his employment is changed. This, however, is an evil to which a rich nation must
submit; and it would not be more reasonable to complain of it, than it would be in
a rich merchant to lament that his ship was exposed to the dangers of the sea,
whilst his poor neighbour’s cottage was safe from all such hazard” * (L.c., [p.] 311).

Ricardo himself mentions one reason for the rise in rent, which
is quite independent of the RISE IN THE PRICE OF AGRICULTURAL PRODUCE!

* “Whatever capital becomes fixed on the land, must necessarily be the
landlord’s, and not the tenant’s, at the expiration of the lease. Whatever
compensation the landlord may receive for this capital, on re-letting his land, will
appear in the form of rent; but no rent will be paid, if, with a given capital, more
corn can be obtained from abroad, than can be grown on this land at home” * (l.c.,
[p.] 315, note).

On the same subject Ricardo says:

*“In a former part of this work, I have noticed the difference between rent,
properly so called, and the remuneration paid to the landlord under that name, for
the advantages which the expenditure of his capital has procured to his tenant; but
I did not perhaps sufficiently distinguish the difference which would arise from the
different modes in which this capital might be applied. As a part of this capital,
when once expended in the improvement of a farm, is inseparably amalgamated
with the land, and tends to increase its productive powers, the remuneration paid to
the landlord for its use is strictly of the nature of rent, and is subject to all the laws of
rent. Whether the improvement be made at the expense of the landlord or the
tenant, it will not be undertaken in the first instance, unless there is a strong
probability that the return will at least be equal to the profit that can be made by
the disposition of any other equal capital; but when once made, the return
obtained will ever after be wholly of the nature of rent, and will be subject to all the
variations of rent. Some of these expenses, however, only give advantages to the
land for a limited period, and do not add permanently to its productive powers:
being bestowed on buildings, and other perishable improvements, they require to
be constantly renewed, and therefore do not obtain for the landlord any
permanent addition to his real rent”* (l.c., p. 306, note).

Ricardo says:

* “In all countries, and at all times, profits depend on the quantity of labour requisite
to provide necessaries for the labourers, on that land or with that capital which yields
no rent”* (lL.c., [p.] 128).
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According to this, the profit of the farmer on that land—the
worst land, which according to Ricardo pays no rent—regulates
THE GENERAL RATE OF PROFIT. The reasoning is this: the product of the
worst land is sold at its value and pays no rent. We see here
exactly, therefore, how much surplus value remains for the
capitalist after deduction of the value of that part of the product
which is merely an equivalent for the worker. And this surplus
value is the profit. This is based on the assumption that cost price
and value are identical, that this product, because it is sold at its
cost price, is sold at its value.

This is incorrect, historically and theoretically. I have shown®
that, where there is capitalist production and where landed
property exists, the land or mine of the worst type cannot pay a
rent, because its produce is sold below its value if it is sold at the
market value of corn (which is not regulated by it). For the market
value only covers its cost price. But what regulates this cost price? The
rate of profit of the Non.acrIcULTURAL caPITAL, Into whose determination
the price of corn naturally enters as well, however far removed the
latter may be from being its sole determinant. Ricardo’s assertion
would only be correct if varues and cost prices were [XIII-693]
identical. Historically too, as the capitalist mode of production
appears later in agriculture than in industry, AGRICULTURAL PROFIT is
determined by mousrriaL, and not the other way about. The only
correct point is that on the land which pays a profit but no rent,
which sells its product at the cost price, the AVERAGE RATE OF PROFITS
becomes apparent, is tangibly presented, but this does not mean at all
that the averack rroFiTs are thereby regulated; that would be a very
different matter.

The rate of profit can fall, without any rise in the rate of interest
and rate of rent.

**“From the account which has been given of the profits of stock, it will appear,
that no accumulation of capital will permanently lower profits,” *

(By rrorrts Ricardo means here that part of surplus value which
the capitalist appropriates, but by no means the {entire] surplus
value; and wrong as it is to say that accumulation can cause the
surplus value to fall, so it is right that accumulation can cause a
fall in profit.)

* “unless there be some permanent cause for the rise of wages.... If the necessaries of
the workman could be constantly increased with the same facility, there could be no

permanent alteration in the rate of profits or wages,” * (this should read: IN THE RATE OF
SURPLUS VALUE AND THE VALUE OF LABOUR) * “to whatever amount capital might be

2 See present edition, Vol. 31, pp. 509.— Ed.
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accumulated. Adam Smith, however, uniformly ascribes the fall of profits to the
accumulation of capital, and to the competition which will result from it, without ever
adverting to the increasing difficulty of providing food for the additional number
of labourers which the additional capital will employ” * (l.c., [pp.] 338-39).

The whole thing would only be right if profit=surrLus vaLUE.
Thus Adam Smith says that the =rate oF rromIT FaLs with the
accumulation of capital, because of the growing competition
between the capitalists; Ricardo says that it does so because of the
growing DETERIORATION OF AGRICULTURE (increased price of NECEssaries).
We have refuted his view, which would only be correct if ratE or
surpLUS VALUE and RATE oF prROFIT were identical, and therefore the raTe
of proFIT could not fall unless the rate of waces rose (provided the
working day remained unchanged). Smith’s view rests on his
compounding vaLve out of waces, proriTs and Rents (in accordance
with his false view, which he himself refuted). According to him,
the accumulation of capitals forces the reduction in arsiTRaRY
rrofiTs—for which there is no inherent measure—through the
reduction in the prices of commodities; [they,] according to this
conception, being merely a nominal addition to the prices of
commodities. Ricardo is of course theoretically right when he
maintains, in opposition to Adam Smith, that the accumulation of
capitals does not alter the determination of the value of
commodities; but Ricardo is quite wrong when he seeks to refute
Adam Smith by asserting that overproduction in one country is
impossible. Ricardo denies the rLETHORA OF caritaL, which later
became an established axiom in English political economy. Firstly
he overlooks that in reality, where not only the capitalist confronts
the WORKMAN, but CAPITALIST, WORKMAN, LANDLORD, MONEYED INTEREST, [people
receiving] rmxep incomes from the state etc., confront one another,
the fall in the prices of commodities which hits both the industrial
capitalists and the workmen, benefits the other classes. Secondly [he
overlooks] that the output level is by no means arbitrarily chosen,
but the more capitalist production develops, the more it is forced
to produce on a scale which has nothing to do with the mmmepIaTE
pemanp but depends on a constant expansion of the world market.
He has recourse to Say’s absurd assumption that the capitalist
produces not for the sake of profit, for exchange value, but di-
_ rectly for consumption, for use value—for his own consumption.
He overlooks the fact that the commodity has to be converted into
money. The pemanp of the workers does not suffice, since profit
arises precisely from the fact that the pemanp of the workers is
smaller than the value of their product, and that it [profit] is all
the greater the smaller, relatively, is this pemano. The pemann of the
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caprTaLists among themselves is equally insufficient. Overproduc-
tion does not call forth a lasting fall in profit, but it is lastingly
periodic. It is followed by periods of underproduction etc.
Overproduction arises precisely from the fact that the mass of the
people can never consume more than the AVERAGE QuaNTITY OF
NECEssARIES, that their consumption therefore does not grow
correspondingly with the productivity of labour. But the whole of
this section belongs to the competition of capitals. All that Ricardo
says on this isn’t worth a rap. (This is contained in Cu. XXI,
“Effects of Accumulation on Profits and Interest”.) .

*“There is only one case, and that will be temporary, in which the accumulation
of capital with a low price of food may be attended with a fall of profits; and that
is, when the funds for the maintenance of labour increase much more rapidly than
population;—wages will then be high, and profits low” * (p. 343).

Ricardo directs against Say the following ironical remarks on the
relation between profiTs and INTEREST:

*“M. Say allows, that the rate of interest depends on the rate of profits; but it
does not therefore follow, that the rate of profits depends on the rate of interest.
One is the cause, the other the effect, and it is impossible for any circumstances to
make them change places”* (l.c., [p.] 353, note).2

However, the same causes which bring down profits can make
INTEREST 1ise, and vice versa.?®

*“M. Say acknowledges that the cost of production is the foundation of price, and
yet in various parts of his book he maintains that price is regulated by the
proportion which demand bears to supply”* (lc., [p.] 411).

Ricardo should have seen from this that [XI11-694] the cost oF
rpropucTION® is something very different from the QuanTITY OF LABOUR
EMPLOYED FOR THE PRODUCTION OF A coMMopiTy. Instead he continues:

*“The real and ultimate regulator of the relative value of any two commodities,
is the cost of their production”* (l.c.).

**“And does not Adam Smith agree in this opinion” //that prices are regulated
neither by wages nor profits// “when he says, that ‘the prices of commodities, or the
value of gold and silver as compared with commodities, depend upon the
proportion between the quantity of labour which is necessary in order to bring a
certain quantity of gold and silver to market, and that which is necessary to bring
thither a certain quantity of any other sort of goods?’? That quantity will not be
affected, whether profits be high or low, or wages low or high. How then can prices
be raised by high profits?” * (pp. 413-14).

In the passage quoted, Adam Smith means by rrices nothing
other than THE MONETARY EXPRESSION OF THE VALUES OF comMopITiEs. That

a Cf. also this volume, p. 181.—Ed.
b A. Smith, An Inquiry into the Nature and Causes of the Wealth of Nations,
Book II, Ch. II.— Ed.
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these and the gold and silver against which they exchange, are
determined by the RELATIVE QUANTITIES OF LABOUR REQUIRED FOR PRODUCING
THOSE TWO SORTS OF COMMODITIES //COMMODITIES ON THE ONE SIDE, GoLD and
SILVER ON THE OTHER//, in no way contradicts the fact that the actual
prices of commodities, i.e. their cosT PRICES “‘CAN BE RAISED BY HIGH
rrofITs”. Although not all prices simultaneously, as Smith thinks.
But as a result of HicH proFITs, some commodities will rise higher
above their value, than if the averace pProFITs were Low, while
another group of commodities will sink to a smaller extent below
their value.?

THEORY OF ACCUMULATION

First we shall compare Ricardo’s propositions, which are widely
scattered over the whole of his work.

*...All the productions of a country are consumed; but it makes the greatest
difference imaginable whether they are consumed by those who reproduce, or by those
who do not reproduce another value. When we say that revenue is saved, and added to
capital, what we mean is, that the portion of revenue, so said to be added to capital, is
consumed by productive instead of unproductive labourers.” * (This is the same distinction
as Adam Smith makes.) * “There can be no greater error than in supposing that
capital is increased by non-consumption. If the price of labour should rise so high, that
notwithstanding the increase of capital, no more could be employed, 1 should say
that such increase of capital would be still unproductively consumed” * (p. 163, note).

Here, therefore—as with Adam Smith and others—/[it is] only
[a question] of whether [the products] are consumep by workers or
not. But it is at the same time also a question of the inpusTriAL
consumprion of the commodities which form constant capital, and
are consumed as instruments of labour or materials of labour, or
are consumed in such a way that through this consumption they
are transformed into instruments of labour or materials of labour.
The conception that accumulation OF CAPITAL=CONVERSION OF REVENUE
INTO WAGES, in other words, that it=ACCUMULATION OF VARIABLE CAPITAL—i$
one-sided, that is, incorrect. This leads to a wrong approach to the
whole question of accumulation.

Above all it is necessary to have a clear understanding of the
reproduction of constant capital. We are considering the annual
reproduction here, taking the year as the time measure of the
process of reproduction.

A large part of the constant capital—the fixed capital—enters
into the annual process of labour without entering into the annual
valorisation process. It is not consumed and, therefore, does not
need to be reproduced. Because it enters into the production
process and remains in contact with living labour it is kept in

8-733
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existence—and along with its use value, also its exchange value.
The greater this part of capital is in a particular country in one
year, the greater, relatively, will be its purely formal reproduction
(preservation) in the following year, providing that the production
process is renewed, continued and kept flowing, even if only on
the same scale. Repairs and so on, which are necessary to maintain
the fixed capital, are reckoned as part of its original labour costs.
This has nothing in common with preservation in the sense used
above. '

A second part of the constant capital is consumed annually in
the production of commodities and must therefore also be
reproduced. This includes the whole of that part of fixed capital
which enters annually into the valorisation process, as well as the
whole of that part of constant capital which consists of circulating
capital, raw materials and matiéres instrumentales?

As regards this second part of constant capital, the following
distinctions must be made:

[XIII-695] A large part of what appears as constant capital—
means and materials of labour—in one sphere of production,
is simultaneously the product of another, parallel sphere of pro-
duction. For example, yarn which forms part of the constant
capital of the weaver, is the product of the spinner, and may still
have been in the process of becoming yarn on the previous day.
When we use the term simultaneous here, we mean produced
during the same year. The same commodities in different phases
pass through various spheres of production in the course of the
same year. They emerge as products from one sphere and enter
another as commodities constituting constant 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. While the
commodity produced in one sphere of production enters into
another, to be consumed there as constant capital—in addition to
the same commodity entering a succession of spheres of produc-
tion—the various elements or the various phases of this commodi-
ty are being produced simultaneously, side by side. In the course of
the same year, it is continuously consumed as constant capital in
one sphere and in another parallel sphere it is produced as a
commodity. The same commodities which are thus consumed as
constant capital in the course of the year are also, in the same way,
continuously being produced during the same year. A machine is

2 Instrumental materials.— Ed.
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wearing out in sphere A). It is simultaneously being produced in
sphere B). The constant capital that is consumed during a year in
those spheres of production which produce the means of
subsistence, is simultaneously being produced in other spheres of
production, so that during the course of the year or by the end of the
year it is renewed in natura. Both of them, the means of
subsistence as well as this part of the constant capital, are the
products of new labour employed during the year. In the spheres
producing the means of subsistence, as I have shown earlier,* that
portion of the value of the product which replaces the constant
capital in these spheres, forms the revenue of the producers of this
constant capital.

But there is also a further portion of the constant capital which
is consumed annually, without entering as a component part into the
spheres of production which produce the means of subsistence
(consumable goods). Therefore, it cannot be replaced [by pro-
ducts] from these spheres. We mean instruments of labour, raw
materials and matiéres instrumentales, i.e. that portion of constant
capital which is itself consumed industrially in the creation or
production of constant capital, that is to say, machinery, raw
materials and matiéres instrumentales. This part, as we have seen,” is
replaced in natura either directly out of the product of these
spheres of production themselves (as in the case of seeds, livestock
and to a certain extent coal) or through the exchange of a portion
of the products of the various spheres of production manufactur-
ing constant capital. In this case capital is exchanged for capital.
The existence and consumption of this portion of constant capital
increases not only the mass of products, but also the value of the
annual product. The portion of the value of the annual product
which=the value of this section of the consumed constant capital,
buys back in natura or withdraws from the annual product that
part of it, which must replace in natura the constant capital that is
consumed. For example, the value of the seed sown determined
the portion of the value of the harvest (and thus the quantity of
corn) which must be returned to the land, to production, as
constant capital. This portion would not be reproduced without
the labour newly added during the course of the year; but it is in
fact produced by the labour of the year before, or past labour
and—in so far as the productivity of labour remains unchanged —
the value which it adds to the annual product is not the result of

a See present edition, Vol. 30, pp. 429-4]1 and Vol. 31, p. 135.—Ed
b Ibid., Vol. 30, pp. 442-51 and Vol. 31, pp. 83-94, 143.51 —Ed
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this year’s labour, but of that of the previous year. The greater,
proportionately, is the constant capital employed in a country, the
greater will also be the part of the constant capital which is
consumed in the production of the constant capital, and which not
only expresses itself in a greater quantity of products, but also
raises the value of this quantity of products. This value, therefore,
is the result not only of the current year’s labour, but equally the
result of the labour of the previous year, of past labour, although
without the IMMEDIATE ANNUAL LABOUR it would not reappear, any more
than would the product of which it forms a part. If this portion
[of constant capital] grows, not only does the annual mass of
products grow, but also their value, even if the anNUAL LABOUR
remains the same. This growth is one form of the accumulation of
capital, which it is essential to understand. And nothing could be
further removed from such an understanding than Ricardo’s
propaosition:

*“The labour of a million of men in manufactures, will always produce the
same value, but will not always produce the same riches”* (l.c., [p.] 320).

These million men—with a given working day—will not only
produce very different quantities of commodities depending on
the productivity of labour, but the value of these quantities of
commodities will be very different, according to whether they are
produced with much or little constant capital, that is, whether
much or little value originating in the past labour of previous years
is added to them.

For the sake of simplicity, when we speak of the reproduction of
constant capital we shall in the first place assume that the
productivity of labour, and consequently the mode of produc-
tion, remain the same. At a given level of production, the constant
capital which has to be replaced is a definite quantity in natura. If
productivity remains the same, then the value [XIII-696] of this
quantity also remains constant. If there are changes in the
productivity of labour which make it possible to reproduce the
same quantity, at greater or less cost, with more or less labour,
then similarly changes will occur in the value of the constant
capital, which will affect the sureLus probuce after deduction of the
constant capital.

For example, supposing 20 qrs [of wheat] at £3=£60 were
required for sowing. If '/s less labour is used to reproduce a qr it
would now cost only £2. 20 qrs have to be deducted from the
product, for the sowing, as before; but their share in the value of
the whole product only amounts to £40. The replacement of the
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same constant capital thus requires a smaller portion of value, a
smaller share in kind out of the total product, although, as
previously, 20 qrs have to be returned to the land as seed.”®

If the constant capital consumed annually by one nation were
10 million and that consumed by another were only 1 million and
the annual labour of 1 million men=£100 million, then the value
of the product of the first nation=110 and of the second only
101 million. It would be, moreover, not only possible, but certain,
that the individual commodity of nation I would be cheaper than
of nation II, because the latter would produce a much smaller
quantity of commodities with the same amount of labour, much
smaller than the difference between 10 and 1. It is true that a
greater portion of the value of the product goes to the
replacement of capital in nation I as compared with nation II, and
therefore also a greater portion of the total product. But the total
product is also much greater.

In the case of factory-made commodities, it is known that a
million [workers] in England produce not only a much greater
product but also a product of much greater value than in Russia
for example, although the individual commodity is much cheaper.
In the case of agriculture, however, the same relation between
capitalistically developed and relatively undeveloped nations does
not appear to exist. The product of the more backward nation is
cheaper than that of the capitalistically developed nation, in terms
of its money price. And yet the product of the developed nation
appears to be produced by much less (annual) labour than that of
the backward one. In England, for example, less than /5 [of the
people] are employed in agriculture, while in Russia it is s
in the former °/;5, in the latter '?/;5. These figures are not to be
taken a la lettre* In England, for instance, a large number of
people in NON-AGRICULTURAL INDUSTRY—in engineering, trade, trans-
port etc.—are engaged in the production and distribution of
elements of acricuLTUrRAL PRODUCTION, but this is not the case in
Russia. The proportion of persons engaged in agriculture cannot
therefore be directly determined by [the number] of inpivibuats
IMMEDIATELY EMPLOYED in AGrICULTURE. In countries with a capitalist mode
of production, many people participate indirectly in acricULTURAL
probucTioN, who in less developed countries are directly included
in it. The difference therefore appears to be greater than it is. For
the civilisation of the country as a whole, however, this difference
is very important, even in so far as it only means that a large

a Literally.— Ed.
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section of the workers involved in agriculture do not participate in
it directly; they are thus saved from the narrow parochialism of
country life and belong to the industrial population.

But d’abord é part® this point and also the fact that most
AGRICULTURAL PEOPLES are forced to sell their product below its value
whereas in countries with advanced capitalist production the
AGRICULTURAL PRODUCE Tises to its value. At any rate, a portion of the
value of the constant capital enters into the value of the product
of the Encusu agriculturist, which does not enter into the product
of the Russian acricuLTurisT. Let us assume that this portion of
value=a day’s labour of 10 men, and that one English worker sets
this constant capital in motion. I am speaking of that part of the
constant capital of the acricuLTurAL PRODUCE, Which is not replaced by
new labour, such as is the case, for example, with agricultural
implements. If 5 Russian workers were required in order to
produce the same product which one Englishman produces with
the help of the constant capital, and if the constant capital used by
the Russian were equal to 1 [day’s labour], then the English
product=10+1=11 working days, and that of the
Russian=5+1=6. If the Russian soil were so much more fertile
than the English, that without the apphcauon of any constant
capital or with a constant capital that was 17,0 the size, it could
produce as much corn as the Englishman with a constant capital
10 times as great, then the values of the same quantities of English
and Russian corn would compare as 11:6. If the qr of Russian
corn were sold at £2, then the English would be sold at £3%/s, for

2:3%/3=6:11. The money price and the value of the English corn
would thus be much higher than that of the Russian, but
nevertheless, the English corn would be produced with less labour,
since the past labour, which reappears in the quantity as well as in
the value of product, costs no additional new labour. This would
always be the case, if the Englishman uses less IMMEDIATE LABOUR than
the Russian, but the greater constant capital which he uses—and
which costs him nothing, although it has cost something and must
be paid for—does not raise the productivity of labour to such an
extent that it compensates for the natural fertility of the Russian
soil. The money prices of acricuLTURAL PRODUCE can, therefore, be
higher in countries of capitalist production than in [XIII-697] less
developed countries, although in fact it costs less labour. It
contains more IMMEDIATE+PAST LABOUR, but this PrasT LABOUR costs
nothing. The product would be cheaper if the difference in

a Let us leave aside for the moment.— Ed.
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natural fertility did not intervene. This would also explain the
higher money price of the labourer’s wage.

Up to now we have only spoken of the reproduction of the
capital involved. The labourer replaces his wage with a sureLus
PRODUCE OT SURPLUS VALUE, which forms the profit (including rent) of
the capitalist. He replaces that part of the annual product which
serves him anew as wages. The capitalist has consumed his profit
during the course of the year, but the labourer has created a
portion of the product which can again be consumed as profit.
That part of the constant capital which is consumed in the
production of the means of subsistence, is replaced by constant
capital which has been produced by new labour, during the course
of the year. The producers of this new portion of constant capital
realise their revenue (profit and wages) in that part of the means
of subsistence which=the part of the value of the constant capital
consumed in their production. Finally, the constant capital which is
consumed in the production of constant capital, in the production of
machinery, raw materials and matiére instrumentale, is replaced in
natura or through the exchange of capital, out of the total product
of the various spheres of production which produce constant
capital.

What then is the position with regard to the increase of capital,
its accumulation as distinct from reproduction, the transformation of
REVENUE into capital?

In order to simplify the question, it is assumed that the
productivity of labour remains the same, that no cHances occur in
the mode of production, that therefore the same quantity of
labour is required to produce the same quantity of commodities,
and consequently that the increase in capital costs the same amount
of labour as the production of capital of the same amount cost the
previous year.

A portion of the surplus value must be transformed into capital,
instead of being consumed as revenue. It must be converted partly
into constant and partly into variable capital. And the proportion
in which it is divided into these two different parts of capital,
depends on the given organic composition of the capital, since the
mode of production remains unaltered and also the proportion-
al value of both parts. The higher the development of production,
the greater will be that part of surplus value which is transformed
into constant capital, compared with that part of the surplus value
which is transformed into variable capital.

To begin with, a portion of the surplus value (and the
corresponding sureLus propUCE in the form of means of subsistence)
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has to be transformed into variable capital, that is to say, new
labour has to be bought with it. This is only possible if the number
of labourers grows or if the labour time during which they work,
is prolonged. The latter takes place, for instance, when a part of
the labouring population was only employed for half or ?%/s, or
also, when for longer or shorter periods, the working day is
absolutely prolonged, this however, must be paid for. But that
cannot be regarded as a method of accumulation which can be
continuously used. The labouring population can increase, when
previously unproductive labourers are turned into productive
ones, or sections of the population who did not work previously,
such as women and children, or raurers, are drawn into the
production process. We leave this latter point out of account here.
Finally, together with the growth of the population in general, the
labouring population can grow absolutely. If accumulation is to be
a steady, continuous process, then this absolute growth in
population—although it may be decreasing in relation to the
capital employed—is a necessary condition. An increasing popula-
tion appears to be the basis of accumulation as a continuous
process. But this presupposes an averace wage which permits not
only reproduction of the labouring population but also its constant
growth. Capitalist production provides for unexpected contingen-
cies by overworking one section of the labouring population and
keeping the other in petto, as a reserve army consisting of partially
or entirely pauperised people.

What then is the position with regard to the other portion of the
surplus value which has to be converted into constant capital? In
order to simplify this question, we shall leave out of account
foreign trade and consider a self-sufficing nation. Let us take an
example. Let us assume that the surplus value produced by a linen
weaver=4£10,000, and that he wants to convert into capital one HALF
of it, i.e. £5,000. Let '/5 of this be laid out in wages in accordance
with the organic composition [of capital] in mechanised weaving.
In this case we are disregarding the turnover of capital, which may
perhaps enable him to carry on with an amount sufficient for
5 weeks, after which he would sell [his product] and so receive
back from circulation the capital for the payment of wages. We are
assuming that in the course of the year he will gradually lay out v
waces (for 20 men) £1,000 which he must hold in reserve with his
BankiR. Then £4,000 are to be converted into constant capital.
Firstly he must purchase as much yarn as 20 men can weave
during the year. (The turnover of the circulating part of capital is
disregarded throughout.) Further, he must increase the number of
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looms in his factory, ditto perhaps install an additional steam-
engine or enlarge the existing one, etc. But in order to purchase
all these things, he must find yarn, looms etc. available on the
market. He must convert his £4,000 into yarn, looms, coal, etc.,
[XIII-698] i.e. he must buy them. In order to buy them, they must
be available. Since we have assumed that the reproduction of the
old capital has taken place under the old conditions, the spinner
of yarn has spent the whole of his capital in order to supply the
amount of yarn required by the weavers during the previous year.
How then is he to satisfy the ADDITIONAL DEMAND BY AN ADDITIONAL SUPPLY
of varN? The position of the manufacturer of machines, who
supplies looms, etc., is just the same. He has produced only
sufficient new looms in order to cover the average consumption in
weaving. But the weaver who is keen on accumulation, orders yarn
for £3,000 and for £1,000 looms, coal (since the position of the
coal producer is the same), etc. Or v ract, he gives £3,000 to the
spinner, and £1,000 to the machinery manufacturer and the coal
merchant, etc., so that they will transform this money into yarn,
looms and coal for him. He would thus have to wait until this
process is completed before he could begin with his accumula-
tion—his production of new linen. This would be interruption
number I.

But now the owner of the spinning-mill finds himself in the
same position with the £3,000 as the weaver with the 4,000, only
he deducts his profit right away. He can find an appiTionaL NUMBER
oF sPINNERs, but he needs flax, spindles, coal, etc. Similarly the coal
producer [needs] new machinery or implements apart from the
additional workers. And the owner of the engineering works who
is supposed to supply the new looms, spindles, etc. [needs] iron
and so forth, apart from apbitionaL LaBoURrers. But the position of
the flax-grower is the worst of all, since he can supply the
ADDITIONAL QUANTITY OF FLAX only in the following year.

So that accumulation can be a continuous process and the
weaver able to transform a portion of his profit into constant
capital every year, without long-winded complications and inter-
ruptions, he must find AN ADDITIONAL QUANTITY OF YARN, looms, etc.
available on the market. He [the weaver], the spinner, the
producer of coal, etc. require additional workers, only if they are
able to obtain flax, spindles and machines on the market.

A part of the constant capital which is calculated to be used up
annually and enters as wear and tear into the value of the
product, is in fact not used up. Take, for example, a machine
which lasts 12 years and costs £12,000; its averace wear and tear,
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which has to be charged each year,=£1,000. Thus, since £1,000 is
incorporated into the product each year, the value of £12,000 will
have been reproduced at the end of the 12 years and a new
machine of the same kind can be bought for this price. The
repairs and patching up which are required during the 12 years
are reckoned as part of the production costs of the machine and
have nothing to do with the question under discussion. In fact,
however, reality differs from this calculation of averages. The
machine may perhaps run more smoothly in the 2nd year than in
the first. And yet after 12 years it is no longer usable. It is the
same as with an animal whose averace life is 10 years, but this does
not mean that it dies by '/;o each year, although at the end of 10
years it must be replaced by a new individual. Naturally, during
the course of a particular year, a certain quantity of machinery, etc.
always reaches the stage when it must actually be replaced by new
machines. Each year, therefore, a certain quantity of old machin-
ery, etc. has in fact to be replaced in natura by new machines, etc.
And the averacE annual PRODUCTION OF MACHINERY, etc., corresponds
with this. The value with which they are to be paid for, lies reapy;
it is derived from the [proceeds of the] commodities, according to
the reproduction period (of the machines). But the racT remains,
that although a large part of the value of the annual product, of
the value which is paid for it each year, is needed to replace, for
example, the old machines after 12 years, it is by no means
actually required to replace '/;2 in natura each year, and v racr this
would not be feasible. This fund may be used partly for wages or
for the purchase of raw material, before the commodity, which is
constantly thrown into circulation but does not immediately return
from circulation, is sold and paid for. This cannot, however, be
the case throughout the whole year, since the commodities which
complete their turnover during the year realise their whole value,
and must therefore replace the wages, raw material and used up
machinery contained in them, as well as pay sureLus vaLve. Hence
where much constant capital, and therefore also much fixed
capital, is employed, that part of the value of the product which
replaces the wear and tear of the fixed capital, provides an
accumulation fund, which can be invested by the person controlling
it, as new fixed capital (or also circulating capital), without any
deduction whatsoever having to be made from the sureLus varue for
this part of the accumulation. (See MacCulloch.?®) This accumula-
tion fund does not exist at levels of production and in nations
where there is not much fixed capital. This is an important point.
It is a fund for the continuous introduction of improvements,
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expansions etc. But the point we want to make here is the
following: Even if the total capital employed in machine-building
were only large enough to replace the annual wear and tear of
machinery, it would produce much more machinery each year
than required, since in part the wear and tear merely exists
nominally, and in reality it only has to be replaced in natura after
a certain number of years. The capital thus employed, therefore
yields annually a mass of machinery which is available for new
capital investments and anticipates these new capital investments.
For example, the factory of the machine-builder begins produc-
tion, say, this year. He supplies £12,000 worth of machinery
during the year. If he were merely to replace the machinery
produced by him, he would only have to produce machinery
worth £1,000 in each of the 11 following years and even this
annual production would not be annually consumed. An even
smaller part [of his production would be used], if he invested the
whole of his capital. A continuous expansion of production in the
branches of industry which use these machines is required in
order to keep his capital employed and merely to reproduce it
annually [XIII-699]. (An even greater [expansion is required] if
he himself accumulates.) Thus even the mere reproduction of the
capital invested in this sphere requires continuous accumulation in
the remaining spheres of production. But because of this, one of
the elements of continuous accumulation is always available on the
market. Here, in one sphere of production—even if only the
existing capital is reproduced in this sphere—exists a continuous
supply of commodities for accumulation, for new, additional
industrial consumption in other spheres.

As regards the £5,000 profit or surplus value which is to be
transformed into capital, for instance by the weaver, there are 2
possibilities—always assuming that he finds available on the market
the labour which he must buy with part of the £5,000, i.e. 1,000 in
order to transform the £5,000 into capital according to the
conditions prevailing in his sphere of production. This part is
transformed into variable capital and is laid out v waces. But in
order to employ this labour, he requires yarn, additional matiéres
instrumentales and appITIONAL MacHINERY (unless the working day is
prolonged). //In that case the machinery is merely used up faster,
its reproduction period is curtailed, but at the same time more
sureLUS VALUE is produced; and though the value of the machinery
has to be distributed over the commodities produced during a
shorter period far more commodities are being produced, so that
despite this more rapid depreciation of the machine, a smaller
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portion of machine value enters into the value or price of the
individual commodity. In this case, no new capital has to be laid
out directly in machinery. It is only necessary to replace the value
of the machinery a little more rapidly. But in this case matiéres
instrumentales require THE ADVANCE OF ADDITIONAL cAPITAL.// Either the
weaver finds these, his conditions of production, on the market;
then the purchase of these commodities only differs from that of
other commodities by the fact that he buys commodities for
industrial consumption instead of for individual consumption. Or he
does not find these conditions of production on the market; then
he must order them (as for instance machines of a new design),
just as he has to order articles for his private consumption which
are not readily available on the market. If the raw material (flax)
were only produced to order //as, for instance, indigo, jute etc. are
produced by the Indian Ryots to orders and with advances from
English merchants//, then the linen weaver could not accumulate
in his own business during that year. On the other hand,
assuming, that the spinner converts the £5,000 into capital and
that the weaver does not accumulate, then the spun yarn—
although all the conditions for its production were in supply on
the market—will be unsaleable and the £5,000 have v ract been
transformed into yarn but not into capital.

(Credit, which does not concern us further here, is the means
whereby accumulated capital is not just used in that sphere in
which it is created, but wherever it has the best chance of being
turned to good account. Every capitalist will however prefer to
invest his accumulation as far as possible in his own Trape. If he
invests it in another, then he becomes a MONEYED cAPITALIST and
instead of profit he draws only interest—unless he goes in for
speculative transactions. We are, however, concerned with AvERAGE
accuMuLaTioNn here and only [assume] for the sake of illustration
that [it] is invested in a particular TraDE.)

If, on the other hand, the flax-grower had expanded his
production, that is to say, had accumnulated, and the spinner and
weaver and machine-builder, etc. had not done so, then he would
have superfluous flax in store and would probably produce less in
the following year.

{/At present we are leaving individual consumption completely
out of account and are only considering the mutual relations
between producers. If these relations exist, then in the first place
the producers constitute a market for the capitals which they
must replace for one another. The newly employed, or more fully
employed workers constitute a market for some of the means of
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subsistence; and since the surplus value increases in the following
year, the capitalists can consume an increasing part of their
revenue, To A GERTAIN EXTENT therefore they also constitute a market
for one another. Even so, a large part of the annual product may
still remain unsaleable.//

The question has now to be formulated thus: assuming general
accumulation, in other words, assuming that capital is accumulated
to some extent in all Trabes—this is 1N FacT a condition of capitalist
production and is just as much the urge of the capitalist as a
capitalist, as the urge of the hoarder is the piling up of money (it
is also a necessity if capitalist production is to go ahead)—what are
the - conditions of this general accumulation, what does it amount
to? Or, since the linen weaver may be taken to represent the
capitalist in general, what are the conditions in which he can
uninterruptedly reconvert the £5,000 surplus value into capital
and steadily continue the process of accumulation year in, year
out? The accumulation of the £5,000 means nothing but the
transformation of this money, this amount of value, into capital.
The conditions for the accumulation of capital are thus the very same as
those for its original production or for reproduction in general.

These conditions, however, were: that labour was bought with
one part of the money, and with the other, commodities (raw
material, machinery, etc.) which could be consumed industrially by
this labour. //Some commodities can only be consumed industrially,
such as machinery, raw material, semi-finished goods, etc.; others,
such as houses, horses, wheat, grain (from which brandy or starch,
etc., is made), can be consumed industrially or individually.//
These commodities can only be purchased, if they are available on
the [XIII-700] market as commodities—in the intermediate stage
when production is completed and consumption has not as yet
begun, in the hands of the seller, in the stage of circulation—or if
they can be procured to order (or produced as is the case with
the construction of new factories etc.). Commodities were avail-
able-—this was presupposed in the production and reproduction
of capital—as a result of the division of labour carried out in
capitalist production on a social scale (DISTRIBUTION OF LABOUR AND
CAPITAL BETWEEN THE DIFFERENT TRADES); as a result of parallel production
and reproduction which takes place simultaneously over the whole
field. This was the condition of the market, of the production and
the reproduction of capital. The greater the capital, the more
developed the productivity of labour and the scale of capitalist
production in general, the greater is also the volume of commodities
found on the market, in circulation, in transition between production and
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consumption (individual and industrial), and the greater the
certainty that each particular capital will find its conditions for
reproduction readily available on the market. This is all the more
the case, since it is in the nature of capitalist production that:
1) each particular capital operates on a scale which is not
determined by individual demand (orders, etc., private needs), but
by the endeavour to realise as much labour and therefore as much
surplus labour as possible and to produce the largest possible
quantity of commodities with a given capital; 2) each individual
capital strives to capture the largest possible share of the market
and to supplant its competitors and exclude them from the
market— competition of capitals. // The greater the development of
the means of communication, the more can the stocks on the
market be reduced.//

*“There will, indeed, where production and consumption are comparatively
great, naturally be, at any given moment, a comparatively great surplus in the
intermediate state, in the market, on its way from having been produced to the
hands of the consumer; unless indeed the quickness with which things are sold off
should have increased so as to counteract what would else have been the
consequence of the increased production”* (An Inguiry into those Principles respecting
the Nature of Demand and the Necessity of Consumption, lately Advocated by Mr. Malthus
etc., London, 1821, [pp.] 6-7).

The accumulation of new capital can therefore proceed only
under the same conditions as the reproduction of already existing
capital. //We disregard here the case in which more capital is
accumulated than can be invested in production, and for example
lies fallow in the form of money at the bank. This results in loans
abroad, etc., in short, speculative investments. Nor do we consider
the case in which it is impossible to sell the mass of commodities
produced, crises, etc. This belongs into the section on competi-
tion.*” Here we examine only the forms of capital in the various
phases of its process, assuming throughout, that the commodities
are sold at their value.// The weaver can reconvert the £5,000
surplus value into capital, if besides labour for £1,000 he finds
yarn, etc. Reapy on the market or is able to obtain it to order; this
presupposes the production of a sureLus probpuce consisting of
commodities which enter into his constant capital, particularly of
those which require a longer period of production and whose
volume cannot be increased rapidly, or cannot be increased at all
during the course of the year, such as raw material, for example
flax. // What comes into play here is the merchants’ capital, which
keeps warehouses stocked with goods reapy to meet growing
individual and industrial consumption; but this is only a form of
intermediary agency, hence does not belong here, but into the
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consideration of the competition of capitals.// Just as the
production and reproduction of existing capital in one sphere
presupposes parallel production and reproduction in other
spheres, so accumulation or the formation or ADDITIONAL CAPITAL IN ONE
TRADE presupposes simultaneous or parallel creation or abprrioNaL
PRODUCTION IN OTHER TRaDEs. Thus the scale of production in all
spheres which supply constant capital must grow simultaneously
(in accordance with the averace participation—determined by the
demand—of each particular sphere in the general growth of
production) and all spheres which do not produce riNisHED PRODUCE
for individual consumption, supply constant capital. Of the
greatest importance, is the increase in machinery (tools), raw
material, and matiéres instrumentales, for, if these preconditions are
present, all other industries into which they enter, whether they
produce semifinished or finished goods, only need to set in
motion more labour.

It seems therefore, that for accumulation to take place,
continuous surplus production in all spheres is necessary.

This will have to be more closely defined.

Then there is the second essential question:

The surplus value {or] in this case the part of profit (including
rent; if the rLanpLorD wants to accumulate, to transform rent into
capital, it is always the industrial capitalist who gets hold of the
surplus value; this applies even when the worker transforms a
portion of his revenue into capital), which is reconverted into
capital, consists only of labour newly added during [XIII-701] the
past year. The question is, whether this new capital is entirely
expended on wages, i.e. exchanged only against new labour.

The following speaks for this: All value is originally derived
from labour. All constant capital is originally just as much the
product of labour as is variable capital. And here we seem to
encounter again the direct genesis of capital from labour.

An argument against it is: Can one suppose that the formation
of additional capital takes place under worse conditions of
production than the reproduction of the old capital? Does a
reversion to a lower level of production occur? This would have to
be the case if the new value [were] spent only on IMMEDIATE LABOUR,
which, without fixed capital, etc., would thus also first have to
produce this fixed capital, just as originally, labour had first to
create its constant capital. This is sheer nonsense. But this is the
assumption made by Ricardo, etc. This needs to be examined more
closely.

The first question is this:
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Can the capitalist transform a part of the surplus value into
capital by employing it directly as capital instead of selling the
surplus value, or rather the surplus rropbuce in which it is
expressed? An affirmative answer to this question would already
imply that the whole of the surplus value to be transformed into
capital is not transformed into variable capital, or is not laid out in
wages.

With that part of the acricurTuraL PrODUCE Which consists of corn
or livestock, this is clear from the outset. Some of the corn which
belongs to that part. of the harvest representing the sureLus ProDUCE
or the surrLus vaLUE of the rarmer (similarly some of the livestock),
instead of being sold, can at once serve again as a condition of
production, as seed or draught animals. The same applies to that
part of the manure produced on the land itself, which at the same
time can circulate in commerce as a commodity, that is to say, can be
sold. This part of the sureLus rroDUCE Which falls to the share of the
FARMER @S SURPLUS VALUE, as profit, can be at once transformed by him
into a condition of production within his own branch of production,
it is thus directly converted into capital. This part is not expended on
wages; it is not transformed into variable capital. It is withdrawn
from individual consumption without being consumed productively
in the sense used by Smith and Ricardo. It is consumed
industrially, but as raw material, not as means of subsistence either
of productive or of unproductive workers. Corn, however, serves
not only as means of subsistence for productive worker, etc., but
also as matiére instrumentale* for livestock, as raw material for
spirits, starch, etc. Livestock (for fattening or draught animals) in
turn serves not only as means of subsistence, but its fur, hide, fat,
bones, horns, etc. supply raw materials for a large number of
industries, and it also provides motive power, partly for agricul-
ture itself and partly for the transport industry.

In all industries, in which the period of reproduction extends over
more than a year, as is the case with a major part of livestock,
timber, etc., but whose products at the same time have to be
continuously reproduced, thus requiring the application of a
certain amount of labour, accumulation and reproduction coincide
in so far as the newly added labour, which includes not only paid
but also unpaid labour, must be accumulated in natura, until the
product is ready for sale. (We are not speaking here of the
accumulation of the profit which according to the general rate of
profit is added each year—this is not real accumulation, but only a

2 Here: fodder.— Ed.



Theories of Surplus, Value. Ricardo 119

method of accounting. We are concerned here with the accumula-
tion of the total labour which is repeated in the course of several
years, during which not only paid, but also unpaid labour is
accumulated in natura and at once reconverted into capital. The
accumulation of profit is in such cases however independent of the
quantity of newly added labour.)

The position is the same with commercial crops (whether they
provide raw materials or matiéres instrumentales). Their seeds and
that part of them which can be used again as manure, etc,
represent a portion of the total product. Even if this were
unsaleable, it would not alter the fact that as soon as it re-enters as a
condition of production, it forms a part of the total value and as
[XIII-702] such constitutes constant capital for new production.

This settles one major point—the question of raw materials and
means of subsistence (roop), in so far as they are actually
acricuLturaL probUCE. Here therefore, accumulation coincides directly
with reproduction on a larger scale, so that a part of the surreLus
PRODUCE Serves again as a means of production in its own sphere,
without being exchanged for wages or other commodities.

The second important question relates to machinery. Not the
machines which produce commodities, but the machines which
produce machines, the constant capital of the machine-producing
industry. Given this machinery, the extractive industries require
nothing but labour in order to provide the raw material, iron, etc.
for the production of containers and machines. And with the
latter are produced the machines for working up the raw materials
themselves. The difficulty here is not to get entangled in a cercle
vicieux of presuppositions. For, in order to produce more
machinery, more material is required (iron etc., coal etc.) and in
order to produce this, more machinery is required. Whether we
assume that industrialists who build machine-building machines
and industrialists who manufacture machines (with the machine-
building machines) are in one and the same category, does not
alter the situation. This much is clear: One part of the sureLus
rroDUCE is embodied in machine-building machines (at least it is up
to the manufacturers of machines to see that this happens). These
need not be sold but can re-enter the new production in natura, as
constant capital. This is therefore a second category of sureLus
rropuct which enters directly (or through exchange within the same
sphere of production) as constant capital into the new production
(accumulation), without having gone through the process of first
being transformed into variable capital.

The question whether a part of the surrLus vaLue can be directly

9-733
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transformed into constant capital, resolves, in the first place, into
the question whether a part of the surrLus rropuck, in which the
surPLUS VALUE is expressed, can directly re-enter its own sphere of
production as a condition of production, without first having been
alienated.

The general law is as follows:

Where a part of the product, and therefore also of the sureLus
probuce (i.e. the use value in which the surpLus vaLUE 18 expressed)
can re-enter as a condition of production—as instrument of labour
or material of labour—into the sphere of production from which
it came, directly, without an intermediary phase, AccCUMULATION
within this sphere of production can and must take place in such a
way that a part of the surrLus proDUCE, instead of being sold, is as a
condition of reproduction re-incorporated into the process directly
(or through exchange with other specialists in the same sphere
of production who are similarly accumulating), so that accu-
mulation and reproduction on a larger scale coincide here
directly. They must coincide everywhere, but not in this direct
manner.

This also applies to a part of the matiéres instrumentales. For
example to the coal produced in a year. A part of the sureLus
rropuck can itself be used to produce more coal and can therefore
be used up again directly by its producer, without any inter-
mediary phase, as constant capital for production on a larger scale.

In industrial areas there are machine-builders who build whole
factories for the manufacturers. Let us assume !/, is SURPLUS PRODUCE
or unpaid labour. Whether this '/jo, the sureLUs PrODUCE, consists of
factory buildings which are built for a third party and are sold to
them, or of factory buildings which the producer builds for
himself —sells to himself —clearly makes no difference. The only
thing that matters here is whether the kind of use value in which
the surrius labour is expressed, can re-enter as conditon of
production into the sphere of production [X111-703] of the capitalist
to whom the surrLus probUCE belongs. This is yet another example of
how important is the analysis of use value for the determination of
economic phenomena.

Here, therefore, we already have a considerable portion of the
sureLUs pRODUCE, and hinc® of the surrLus varvr, which can and must
be transformed directly into constant capital, in order toc be
accumulated as capital and without which no accumuLarion of capital
can take place at all.

a2 Therefore.— Ed.
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Secondly, we have seen that where capitalist production is
developed, that is, where the productivity of labour, the constant
capital and particularly that part of constant capital which consists
of fixed capital are developed, the mere reproduction of fixed
capital in all spheres and the parallel reproduction of the existing
capital which produces fixed capital, forms an accumulation fund,
that is to say, provides machinery, i.e. constant capital, for
production on an extended scale.

Thirdly: There remains the question: Can a part of the svrrLus
rropuce be re-transformed into capital (that is constant capital)
through an (intermediary) exchange between the producer, for
example of machinery, implements of labour, etc. and the
producer of raw material, iron, coal, metals, timber, etc., that is,
through the exchange of various components of constant capital?
If, for example, the manufacturer of iron, coal, timber, etc., buys
machinery or tools from the machine-builder and the machine-
builder buys metal, timber, coal, etc. from the primary producer,
then they replace or form new constant capital through this
exchange of the reciprocal component parts of their constant
capital. The question here is: to what extent is the surrLus PrRODUCE
converted in this way?

We saw earlier,” that in the simple reproduction of the capital
which has been posited ir advance, the portion of the constant capital
which is used up in the reproduction of constant capital is replaced
either directly in natura or through exchange between the producers
of constant capital-—an exchange of capital against capital and not of
REVENUE against REVENUE Or REVENUE against capital. Moreover, the
constant capital which is used up or consumed industrially in the
production of consumable goods—commodities which enter into
individual consumption—is replaced by new products of the same
kind, which are the result of newly added labour, and therefore
resolve into rRevenue (wages and profit). Accordingly, therefore, in the
spheres which produce consumable goods, the portion of the mass of
products, which=the portion of their value which replaces their
constant capital, represents the revinve of the producers of constant
capital; while, on the other hand, in the spheres which produce
constant capital, the part of the mass of products which represents
newly added labour and therefore forms the revenue of the
producers of this constant capital, represents the constant capital
(replacement capital) of the producers of the means of subsistence.

2 See present edition, Vol. 30, pp. 441-51 and Vol. 31, pp. 83-94, 143-51.— Ed.
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This presupposes, therefore, that the producers of constant capital
exchange their surplus probuce (which means here, the excess of their
product over that part of it which=their constant capital) against
means of subsistence, and consume its value individually. This sureLus
rroDUCE, however, 1}=wages (or the reproduced runp for wages), and
this portion must continue to be allocated (by the capitalist) for
paying out wacss, that is, for individual consumption (and assuming a
minimum wage, the worker too can only convert the waces he
receives, into means of subsistence); 2)=the profit of the capitalist
(including rent). If this portion is large enough, it can be consumed
partly individually and partly industrially. And in this latter case, an
exchange of products takes place between the producers of constant
capital; this is, however, no longer an exchange of the portion of
their products representing their constant capital which has to be
mutually replaced between them, but is an exchange of a part of
their sureLus proDUCE, REVENUE (newly added labour) which is directly
transformed into constant capital, thus increasing the amount of
constant capital and expanding the scale of reproduction. In this
case, too, therefore, a part of the existing sureLus prRODUCE, that is, of
the labour which has been newly added during the year, is
transformed directly into constant capital, without first having been
converted into variable capital. This demonstrates again that the
industrial consumption of the sureLus probUCE— or accumulation—is
by no means identical with the conversion of the entire surbLUS PRODUCE
into wacis paid to productive workers.

It is quite possible that the manufacturer of machines sells (part
of) his commodity to the producer, say, of cloth. The latter pays
him in money. With this money he purchases iron, coal, etc.
instead of means of subsistence. But when one considers the
process as a whole, it is evident that the producers of means of
subsistence cannot purchase any replacement machinery or
replacement raw materials, unless the producers of the replace-
ments of constant capital buy their means of subsistence from
them, in other words, unless this circulation is fundamentally an
exchange between means of subsistence and constant capital. The
separation of the acts of buying and selling can of course cause
considerable disturbances and complications in this compensatory
process.

[XI1I-704] If a country cannot itself produce the amount of
machinery required for the accumulation of capital, then it buys it
from abroad. Ditto, if it cannot itself produce a sufficient quantity
of means of subsistence (for waces) and the raw material. As soon
as international trade intervenes, it becomes quite obvious that a
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part of the sureLus rroDUCE Of a country—in so far as it is intended
for accumulation—is not transformed into wages, but directly into
constant capital. But then there may remain the notion that over
there, in the foreign country, the money thus laid out is spent
entirely on wages. We have seen that, even leaving foreign trade
out of account, this is not so and cannot be so. The proportion in
which the surerus rrobuce is divided between variable and constant
capital, depends on the average composition of capital, and the
more developed capitalist production is, the smaller, relatively, will
be the part which is directly laid out in wages. The idea that,
because the surrLus proDUCE is solely the product of the labour newly
added during the year, it can therefore only be converted into
variable capital, ie. only be laid out in wages, corresponds
altogether to the false conception that because the product is only
the result, or the materialisation, of labour, its value is resolved
only into revenue—wages, profit, and rent—the false conception
of Smith and Ricardo.

A large part of constant capital, namely, the fixed capital, may
enter directly into the process of the production of means of
subsistence, raw materials, etc., or it may serve either to shorten
the circulation process, like railways, roads, navigation, telegraphs,
etc. or to store and accumulate stocks of commodities like docks,
warehouses, etc., alternatively it may increase the yield only after a
long period of reproduction, as for instance levelling operations,
drainage, etc. The direct consequences for the reproduction of the
means of subsistence, etc. will be very different according to
whether a greater or smaller part of the surrLus ProDUCE is converted
into one of these types of fixed capital.

If surplus production of constant capital is assumed—that is
greater production than is required for the replacement of the
former capital and therefore also for the production of the former
quantity of means of subsistence—surplus production or accumu-
lation in the spheres using the machinery, raw materials, etc.
encounters no further difficulties. If sufficient surplus labour is
available, they [the manufacturers] will find on the market all the
means for the formation of new capital, for the transformation of
their surplus money into new capital. But the whole process of
accumulation in the first place resolves itself into surplus production,
which on the one hand corresponds to the natural growth of the
population, and on the other hand, forms an inherent basis for
the phenomena which appear during crises. The criterion of this
surplus production is capital itself, the scale on which the
conditions of production are available and the unlimited desire of
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the capitalists to enrich themselves and to enlarge their capital, but
by no means consumption, which from the outset is inhibited, since
the majority of the population, the working people, can only
expand their consumption within very narrow limits, whereas the
demand for labour, although it grows absolutely, decreases relatively,
to the same extent as capitalism develops. Moreover, all equalisa-
tions are accidental and although the proportion of capital employ-
ed in individual spheres is equalised by a continuous process,
the continuity of this process itself equally presupposes the con-
stant disproportion which it has continuously, often violently, to even
out.

Here we need only consider the forms which capital passes
through in the various stages of its development. The real
conditions within which the actual process of production takes
place are therefore not analysed. It is assumed throughout, that
the commodity is sold at its value. We do not examine the
competition of capitals, nor the credit system, nor the actual
composition of society, which by no means consists only of two
classes, workers and industrial capitalists, and where therefore
consumers and producers are not identical categories. The first
category, that of the consumers (whose revenues are in part not
primary, but secondary, derived from profit and wages), is much
broader than the second category, and therefore the way in which
they spend their revenue, and the very size of the revenue give
rise to very considerable modifications in the economy and
particularly in the circulation and reproduction process of capital.
Nevertheless, just as the examination of money*—both in so far as
it represents a form altogether different from the natural form of
commodities, and also in its form as means of payment——has
shown that it contained the possibility of crises, the examination of
the general nature of capital, even without going further into the
actual relations which all constitute prerequisites for the real
process of production, reveals this still more clearly.

[XIII-705] The conception (which really belongs to Mill),
adopted by Ricardo from the tedious Say (and to which we shall
return when we discuss that miserable individual), that overproduc-
tion is not possible or at least that No GENERAL GLUT OF THE MARKET is
possible, is based on the proposition that products are exchanged
against products,” or as Mill put it, on the “metaphysical equilibrium

2 See K. Marx, A Contribution to the Critique of Political Economy. Part One
(present edition, Vol. 29, pp. 333-34, 373-74, 378-79).— Ed.

b J.-B. Say, Traité d’économie politique..., 2nd ed., Vol. 2, Paris, 1814, p. 382. See
also this volume, pp. 130-34, 307.—Ed
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of sellers and buyers”,” and this led to [the conclusion] that

demand is determined only by production, or also that pemanp and
offir are identical. The same proposition exists also in the form,
which Ricardo liked particularly, that aANY AMOUNT OF CAPITAL can BE
EMPLOYED PRODUCTIVELY I any coOuntry.

*“M. Say,”* writes Ricardo in Ch. XXI (Effects of Accumulation on Profits and
Interest), *“has ... most satisfactorily shewn, that there is no amount of capital
which may not be employed in a country, because demand is only limited by
production. No man produces, but with a view to consume or sell, and he never sells, but
with an intention to purchase some other commodity, which may be immediately useful
to him, or which may contribute to future production. By producing, then, he
necessarily becomes either the consumer of his own goods, or the purchaser and
consumer of the goods of some other person. It is not to be supposed that he
should, for any length of time, be ill-informed of the commodities which he can
most advantageously produce, to attain the object which he has in view, namely,
the possession of other goods; and, therefore, it is not probable, that he will
continually” * (the point in question here is not eternal life) *“produce a
commodity for which there is no demand”* ([pp.] 339-40.)

Ricardo, who always strives to be consistent, discovers that his
authority, Say, is playing a trick on him here. He makes the
following comment in a footnote to this passage:

*“Is the following quite consistent with M. Say’s principle? ‘The more
disposable capitals are abundant in proportion to the exient of employment for
them, the more will the rate of interest on loans of capital fall’ (Say, Vol. 2,
p. 108). If capital to any extent can be employed by a country, how can it be said to
be abundant, compared with the extent of employment for it?”* (Lc., [p.] 340,
note).

Since Ricardo cites Say, we shall criticise Say’s theories later,
when we deal with this humbug himself.

Meanwhile we just note here: In reproduction, just as in the
accumulation or carrTaL, it is not only a question of replacing the
same quantity of use values of which capital consists, on the
former scale or on an enlarged scale (in the case of accumulation),
but of replacing the value of the capital advanced along with the
usual rate of profit (surplus value). If, therefore, through any
circumstance or combination of circumstances, the market prices
of the commodities (of all or most of them, it makes no difference)
fall far below their cost prices, then reproduction of capital is
curtailed as far as possible. Accumulation, however, stagnates even
more. SureLus vaLue amassed in the form of money (gold or notes)
could only be transformed into capital at a loss. It therefore lies
idle as a hoard in the banks or in the form of credit money, which
in essence makes no difference at all. The same hold up could
occur for the opposite reasons, if the real prerequisites of
reproduction were missing (for instance if grain became more
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expensive or because not enough constant capital had been
accumulated in natura). There occurs a stoppage in reproduction,
and thus in the flow of circulation. Purchase and sale get bogged
down and unemployed capital appears in the form of idle money.
The same phenomenon (and this usually precedes crises) can
appear when sureLus caritaL is produced at a very rapid rate and
its reconversion into productive capital increases the demand for
all the elements of the latter to such an extent, that actual
production cannot keep pace with it; this brings about a rise in the
prices of all commodities, which enter into the formation of
capital. In this case the rate of interest falls sharply, however much
the profit may rise and this fall in the rate of interest then leads to
the most risky speculative ventures. The interruption of the
reproduction process leads to the decrease in variable capital, to a
fall in wages and in the quantity of labour employed. This in turn
reacts anew on prices and leads to their further fall.

It must never be forgotten, that in capitalist production what
matters is not the immediate use value but the exchange value
and, in particular, the expansion of surplus value. This is the
driving motive of capitalist production, and it is a pretty
conception that—in order to reason away the contradictions of
capitalist production—abstracts from its very basis and depicts it
as a production aiming at the direct satisfaction of the consump-
tion of the producers.

Further: since the circulation process of capital is not completed
in one day but extends over a fairly long period until the capital
returns to its original form, since this period coincides with the
period within which market prices [XIII-706] equalise with cost
prices, and great upheavals and cuances take place in the market in
the course of this period, since great cmances take place in the
productivity of labour and therefore also in the real value of
commodities, it is quite clear, that between the starting-point, the
prerequisite capital, and the time of its return at the end of one of
these periods, great catastrophes must occur and elements of crisis
must have gathered and develop, and these cannot in any way be
dismissed by the pitiful proposition that products exchange for
products. The comparison of value in one period with the value of
the same commodities in a later period is no scholastic illusion, as
Mr. Bailey maintains,* but rather forms the fundamental principle
of the circulation process of capital.

2 See [S. Bailey,) A Critical Dissertation on the Nature, Measures and Causes of
Value..., London, 1825, pp. 71-93.— Ed.
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When speaking of the destruction of capital through crises, one
must distinguish between 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, commodities 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 perreciation of values which prevents them from later renewing
their reproduction process as capital on the same scale. This is the
ruinous effect of the fall in the prices of commodities. It does not
cause the destruction of any use values. What one loses, the other
gains. Values used as capital are prevented from acting again as
capital in the hands of the same person. The old capitalists go
bankrupt. If the value of the commodities from whose sale a
capitalist reproduces his capital=£12,000, of which say £2,000
were profit, and their price falls to £6,000, then the capitalist can
neither meet his contracted obligations nor, even if he had none,
could he, with the £6,000, restart his business on the former scale,
for the commodity prices have risen once more to the level of
their cost prices. In this way, £6,000 has been destroyed, although
the buyer of these commodities, because he has acquired them at
half their cost price, can go ahead very well once business livens
up again, and may even have made a profit. A large part of the
nominal capital of the society, i.e. of the exchange value of the
existing capital, is once for all destroyed, although this very
destruction, since it does not affect the use value, may very much
expedite the new reproduction. This is also the period during
which moniep iNTEREST enriches itself at the cost of iNDUSTRIAL INTEREST.
As regards the fall in the purely nominal capital, state bonds,
shares, etc.—in so far as it does not lead to the bankruptcy of the
state or of the share company, or to the complete stoppage of
reproduction through undermining the credit of the industrial
capitalists who hold such securities—it amounts only to the
transfer of wealth from one hand to another and will, on the
whole, act favourably upon reproduction, since the parvenus into
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whose hands these stocks or shares fall cheaply, are mostly more
enterprising than their former owners.

To the best of his knowledge, Ricardo is always consistent. For
him, therefore, the statement that no overproduction (of com-
modities) is possible, is synonymous with the statement that no
PLETHORA O SUPERABUNDANCE OF CAPITAL is possible.®

“There cannot, then, be accumulated in a country any amount of capital which
cannot be employed productively, until wages rise so high in consequence of the
rise of necessaries, and so little consequently remains for the profits of stock, that
the motive for accumulation ceases” (Lc., [p.] 340).

“It follows then ... that there is no limit to demand—no limit to the
employment of capital while it yields any profit, and that however abundant capital
may become, there is no other adequate reason for a fall of profit but a rise of wages,
and further it may be added, that the only adequate and permanent cause for the
rise of wages is the increasing difficulty of providing food and necessaries
[XIII-707] for the increasing number of workmen” (lc., [pp.] 347-48).2

What then would Ricardo have said to the stupidity of his
successors, who deny overproduction in one form (as a GENERAL GLUT
OF COMMODITIES IN THE MARKET) and who, not only admit its existence in
another form, as overproduction OF CAPITAL, PLETHORA OF CAPITAL,
SUPERABUNDANCE OF CAPITAL, but actually turn it into an essential point
in their doctrines?

Not a single responsible economist of the post-Ricardian period
denies the pLETHORA OF caprTaL. On the contrary, all of them regard it
as the cause of crises (in so far as they do not explain the latter by
factors relating to credit). Therefore, they all admit overproduc-
tion in one form but deny its existence in another. The only
remaining question thus is: what is the relation between these two
forms of overproduction, i.e. between the form in which it is
denied and the form in which it is asserted?

Ricardo himself did not actually know anything of crises, of
general crises of the world market, arising out of the production
process itself. He could explain that the crises which occurred
between 1800 and 1815, were caused by the rise in the price of
corn due to poor harvests, by the perreciatioN of paper money, the
perrECIATION of colonial products etc., because, in consequence of
the continental blockade,® the market was forcibly contracted for

*A distinction must be made here. When Adam Smith explains the fall in the
rate of profit from a SUPERABUNDANCE OF CAPITAL, an ACCUMULATION OF CAPITAL, he is
speaking of a permanent effect and this is wrong. As against this, the transitory
SUPERABUNDANCE OF CAPITAL, overproduction and crises are something different.
Permanent crises do not exist.

3 Marx quotes these two passages in English.— Ed.
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political and not economic reasons. He was also able to explain the
crises after 1815, partly by a bad year and a shortage of corn, and
partly by the fall in corn prices, because those causes which,
according to his own theory, had forced up the price of corn
during the war when England was cut off from the continent, had
ceased to operate; partly by the transition from war to peace
which brought about “SUDDEN CHANGES IN THE CHANNELS OF TRADE”. (See
Cu. XIX—*"On Sudden Changes in the Channels of Trade”—of
his Principles.) Later historical phenomena, especially the almost
regular periodicity of crises on the world market, no longer
permitted Ricardo’s successors to deny the racts or to interpret
them as accidental. Instead—apart from those who explain
everything by credit, but then have to admit that they themselves
are forced to presuppose the supErABUNDANCE OF cariTaL—they
invented the nice distinction between PLETHORA OF caprrar and
overrrODUCTION. Against the latter, they arm themselves with the
phrases and good reasons used by Ricardo and Smith, while by
means of the first they attempt to explain phenomena that they
are otherwise unable to explain. Wilson, for example, explains
certain crises by the rLersora of fixed capital, while he explains
others by the rLetHora of circulating capital.® The rpieTHORA Of
capital itself is affirmed by the best economists (such as Fullar-
ton®), and has already become a matter of course to such an
extent, that it can even be found in the learned Roscher’s
compendium © as a self-evident fact.

The question is, therefore, what is the pLETHORA OF caPiTaL and
how does it differ from overerobuction? (In all fairness,however, it
must be said, that other economists, such as Ure, Corbet, etc.,
declare overrropucTION to be the usual condition in large-scale industry,
so far as the home country is concerned and that it thus only leads
tO Crises UNDER CERTAIN CIRCUMSTANCES, in which the foreign market also
contracts.) According to the same economists, capital=money or
commodities. Overproduction of capital thus=overproduction of
money or of commodities. And yet these two phenomena are
supposed to have nothing in common with each other. Even the
overproduction of money [is of] no [avail], since money for them
is a commodity, so that the entire phenomenon resolves into one

a See ]. Wilson, Capital, Currency, and Banking..., London, 1847 — Ed.

b See J. Fullarton, On the Regulation of Currencies..., London, 1844, pp. 161-66,
especially p. 165. See also K. Marx, Outlines of the Critique of Political Economy
(Rough Draft of 1857-58) (present edition, Vol. 29, p. 225).— Ed

< See W. Roscher, Die Grundlagen der Nationalokonomie, Stuttgart and Augsburg,
1858, S. 368-70.— Ed.
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of overproduction of commodities which they admit under one
name and deny under another. Moreover, the statement that there
is overproduction of fixed or of circulating capital, is based on the
fact that commodities are here no longer considered in this simple
form, but in their designation as capital. This, however, is an
admission that in capitalist [XIII-708] production and its
phenomena—e.g. overeroDUCTION—Iit is a question not only of the
simple relationship in which the product appears, is designated, as
commaodity, but of its designation within the social framework; it
thereby becomes something more than, and also different from, a
commodity.

Altogether, the phrase pLETHORA OF capiTaL instead of overproduc-
tion of commodities in so far as it is not merely a prevaricating
expression, or unscrupulous thoughtlessness, which admits the
existence and necessity of a particular phenomenon when it is
called a, but denies it as soon as it is called b, in fact therefore
showing scruples and doubts only about the name of the
phenomenon and not the phenomenon itself; or in so far as it is
not merely an attempt to avoid the difficulty of explaining the
phenomenon, by denying it in one form (under one name) in
which it contradicts existing prejudices and admitting it in a form
only in which it becomes meaningless—apart from these aspects,
the transition from the phrase ‘overproduction of commodities” to
the phrase “prLETHORA OF caPiTAL” is indeed an advance. In what does
this consist? In [expressing the fact], that the producers confront
one another not purely as owners of commodities, but as
capitalists.

A few more passages from Ricardo:

*“One would be led to think ... that Adam Smith concluded we were under some
necessity” * (this is indeed the case) * of producing a surplus of corn, woollen goods,
and hardware, and that the capital which produced them could not be otherwise
employed. It is, however, always a matter of choice in what way a capital shall be
employed, and therefore there can never, for any length of time, be a surplus of any
commodity; for if there were, it would fall below its natural price, and capital
would be removed to some more profitable employment”* ([pp.] 341-42, note).
** Productions are always bought by productions, or by services; money is only the medium by
which the exchange is effected.” *

(That is to say, money is merely a means of circulation, and
exchange value itself is merely a fleeting aspect of the exchange of
product against product—which is wrong.)

*“Too much of a particular commodity may be produced, of which there may
be such a glut in the market, as not to repay the capital expended on it; but this
cannot be the case with all commodities” * (l.c., [pp.] 341-42).

* “Whether these increased productions, and the consequent demand which they occasion,
shall or shall not lower profits, depends solely on the rise of wages; and the rise of
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wages, excepting for a limited period, on the facility of producing the food and the
necessaries of the labourer” * (l.c., [p.] 343).

*“When merchants engage their capitals in foreign trade, or in the carrying
trade, it is always from choice, and never from necessity: it is because in that trade
their profits will be somewhat greater than in the home trade” * (p. 344).

So far as crises are concerned, all those writers who describe the
real movement of prices, or all experts, who write in the actual
situation of a crisis, have been right in ignoring the allegedly
theoretical twaddle and in contenting themselves with the idea that
what may be true in abstract theory—namely, that no cruts in the
MareeT and so forth are possible—is, nevertheless, wrong in
practice. The constant recurrence of crises has in fact reduced the
rigmarole of Say and others to a phraseology which 1s now only
USED IN TIMES OF PROSPERITY BUT IS THROWN TO THE WINDS IN TIMES OF CRISIS.

[XIII-709] In the crises of the world market, the contradictions
and antagonisms of bourgeois production are strikingly revealed.
Instead of investigating the nature of the conflicting elements
which errupt in the catastrophe, the apologists content themselves
with denying the catastrophe itself and insisting, in the face of its
regular and periodic recurrence, that if production were carried
on according to the textbooks, crises would never occur. Thus the
apologetics consist in the falsification of the simplest economic
relations, and particularly in clinging to the concept of unity in the
face of contradiction.

If, for example, purchase and sale—or the metamorphosis of
commodities—represent the unity of two processes, or rather the
movement of one process through two opposite phases, and thus
essentially the unity of the two phases, the movement is essentially
just as much the separation of these two phases and their
becoming independent of each other. Since, however, they belong
together, the independence of the two correlated aspects can only
show itself forcibly, as a destructive process. It is just the crisis in
which they assert their unity, the unity of the different aspects.
The independence which these two linked and complimentary
phases assume in relation to each other is forcibly destroyed. Thus
the crisis manifests the unity of the two phases that have become
independent of each other. There would be no crisis without this
inner unity of factors that are apparently indifferent to each
other. But no, says the apologetic economist. Because there is this
unity, there can be no crises. Which in turn means nothing but
that the unity of contradictory factors excludes contradiction.

In order to prove that capitalist production cannot lead to
general crises, all its conditions and distinct forms, all its principles
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and differentiae specificae—in short capitalist production itself—are
denied. In fact it is demonstrated that if the capitalist mode of
production had not developed in a specific way and become a
unique form of social production, but were a mode of production
dating back to the most rudimentary stages, then its peculiar
contradictions and conflicts and hence also their eruption in crises
would not exist.

Following Say, Ricardo writes: “Productions are always bought by productions,
or by services; money is only the medium by which the exchange is effected”
[p. 341).

Here, therefore, firstly commodity, in which the contradiction
between exchange value and use value exists, becomes mere
product (use value) and therefore the exchange of commodities is
transformed into mere barter of products, of simple use values.
This is a return not only to the time before capitalist production,
but even to the time before there was simple commodity
production; and the most complicated phenomenon of capitalist
production—the world market crisis—is flatly denied, by denying
the first condition of capitalist production, namely, that the
product must be a commodity and therefore express itself as
money and undergo the process of metamorphosis. Instead of
speaking of wage labour, the term “services” is used. This word
again omits the specific characteristic of wage labour and of its
use——namely, that it increases the value of the commodities
against which it is exchanged, that it creates surplus value—and in
doing so, it disregards the specific relationship through which
money and commodities are transformed into capital. ““Service” is
labour seen only as use value (which is a side issue in capitalist
production) just as the word “product” fails to express the essence
of commodity and its inherent contradiction. It is quite consistent
that money is then regarded merely as the medium in the
exchange of products, and not as an essential and necessary form
of existence of the commodity which must manifest itself as
exchange value, as general social labour. Since the transformation
of the commodity into mere use value (product) obliterates the
essence of [XIII-710] exchange value, it is just as easy to deny, or
rather it is necessary to deny, that money is an essential aspect of
the commodity and that in the process of metamorphosis it is
independent of the original form of the commodity.

Crises are thus reasoned out of existence here by forgetting or
denying the first prerequisite of capitalist production: the existence
of the product as a commodity, the duplication of the commodity in
commodity and money, the consequent separation which takes place
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in the exchange of commodities and finally the relation of money or
commodities to wage labour.

Incidentally, those economists are no better who (like John
Stuart Mill) want to explain the crises by these simple possibilities
of crisis contained in the metamorphosis of commodities—such as
the separation between purchase and sale. These definitions which
explain the possibility of crises, by no means explain their actual
occurrence. They do not explain why the phases of the process
come into such conflict that their inner unity can only assert itself
through a crisis, through a violent process. This separation appears
in the crisis; it is the elementary form of the crisis. To explain the
crisis on the basis of this, its elementary form, is to explain the
existence of the crisis by describing its most abstract form, that is
to say, to explain the crisis by the crisis.

Ricardo says: “No man produces, but with a view to consume or seil, and he
never sells, but with an intention to purchase some other commodity, which may be
immediately useful to him, or which may contribute to future production. By
producing, then, he necessarily becomes either the consumer of his own goods,2 or
the purchaser and consumer of the goods of some person. It is not to be supposed
that he should, for any length of time, be ill-informed of the commodities which he
can most advantageously produce, to attain the object which he has in view,
namely, the possession of other goods; and, therefore, it is not probable that he wxll
continually produce a commodity for which there is no demand” [pp. 339- 401.°

This is the childish babble of a Say, but it is not worthy of
Ricardo. In the first place, no capitalist produces in order to
consume his product. And when speaking of capitalist production,
it is right to say that: “no man produces with a view to consume
his own product”, even if he uses portions of his product for
industrial consumption. But here the point in question is private
consumption. Previously it was forgotten that the product is a
commodity. Now even the social division of labour is forgotten. In
a situation where men produce for themselves, there are indeed
no crises, but neither is there capitalist production. Nor have we
ever heard that the ancients, with their slave production ever
knew crises, although individual producers among the ancients
too, did go bankrupt. The first part of the alternative is nonsense.
The second as well. A man who has produced, does not have the
choice of selling or not selling. He must sell In the crisis there
arises the very situation in which he cannot sell or can only sell
below the cost price or must even sell at a positive loss. What
difference does it make, therefore, to him or to us that he has

2 After this word Marx gives in brackets its English equivalent.— Ed.
b Cf. this volume, p. 125.— Ed.
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produced in order to sell? The very question we want to solve is
what has thwarted this good intention of his? Further:

“he never sells, but with an intention to purchase some other commodity, which
may be immediately useful to him, or which may contribute to future production”.2

What a cosy description of bourgeois conditions! Ricardo even
forgets that a person may sell in order to pay, and that these
forced sales play a very significant role in the crises. The
capitalist’s immediate object in selling, is to turn his commodity, or
rather his commodity capital, back into money capital, and thereby
to realise his profit. Consumption—revinve—is by no means the
guiding motive in this process, although it is for the person who
only sells commodities in order to transform them into means of
subsistence. But this is not capitalist production, in which revenue
appears as the result and not as the determining purpose.
Everyone sells first of all in order to sell, that is to say, in order to
transform commodities into money.

[XIII-711] During the crisis, a man may be very pleased, if he
has sold his commodities without immediately thinking of a
purchase. On the other hand, if the value that has been realised is
again to be used as capital, it must go through the process of
reproduction, that is, it must be exchanged for labour and
commodities. But the crisis is precisely the phase of disturbance
and interruption of the process of reproduction. And this
disturbance cannot be explained by the fact that it does not occur
in those times when there is no crisis. There is no doubt that no
one ‘‘WILL CONTINUALLY PRODUCE A COMMODITY FOR WHICH THERE IS NO DEMAND"’
((pp- 339-140), but no one is talking about such an absurd
hypothesis. Nor has it anything to do with the problem. The
immediate purpose of capitalist production is not ‘“THE POSSESSION OF
OTHER Goobs”’, but the APPROPRIATION OF VALUE, OF MONEY, OF ABSTRACT WEALTH.

Ricardo’s statements here are also based on James Mill’s
proposition on - the ‘“metaphysical e(}uilibrium of purchases and
sales”, which I examined previously > —an equilibrium which sees
only the unity, but not the separation in the processes of purchase
and sale. Hence also Ricardo’s assertion (following James Mill):

*“Too much of a particular commodity may be produced, of which there may
be such a glut in the market, as not to repay the capital expended on it; but this
cannot be the case with respect to all commodities” * ([pp.] 341-42).

Money is not only “THE MEDIUM BY WHICH THE EXCHANGE IS EFFECTED”
([p-] 341), but at the same time THE MEDIUM BY WHICH THE EXCHANGE OF
PRODUCE WITH PRODUCE BECOMES DISSOLVED INTO TWO ACTS, INDEPENDENT OF EACH

a2 Cf. this volume, p. 125.— Ed.
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OTHER, AND DISTANT FROM EACH OTHER, IN TIME aND sPace. With Ricardo,
however, this false conception of money is due to the fact that he
concentrates exclusively on the quantitative determination of ex-
change value, namely, that it=a definite quantity of labour time,
forgetting on the other hand the qualitative characteristic, that
individual labour must present itself as abstract general social labour
only through its alienation.**®

That only particular commodities, and not all kinds of
commodities, can form “a cLur IN THE MaRker” and that therefore
overproduction can always only be partial, is a poor way out. In
the first place, if we consider only the nature of the commodity,
there is nothing to prevent all commodities from being super-
abundant on the market, and therefore all falling below their
price.* We are here only concerned with the factor of crisis. That
is all commodities, apart from money. [The proposition] the
commodity must be converted into money, only means that all
commodities must do so. And just as the difficulty of undergoing
this metamorphosis exists for an individual commodity, so it can
exist for all commodities. The general nature of the metamor-
phosis of commodities—which includes the separation of purchase
and sale just as it does their unity—instead of excluding the
possibility of a ceneraL cLuT, on the contrary, contains the possibility
of a GENERAL GLUT.

Ricardo’s and similar types of raisonnements® are moreover based
not only on the relation of purchase and sale, but also on that of
demand and supply, which we have to examine only when
considering the competition of capitals. As Mill says purchase is
sale, etc., therefore demand is supply and supply demand. But
they also fall apart and can become independent of each other. At
a given moment, the supply of all commodities can be greater than
the demand for all commodities, since the demand for the general
commodity, money, exchange value, is greater than the demand for
all particular commodities, in other words the motive to turn the
commodity into money, to realise its exchange value, prevails over
the motive to transform the commodity again into use value.

* [XIII-718] (That Ricardo [regards] money merely as means of circulation is
synonymous with his regarding exchange value as a merely transient form, and
altogether as something purely formal in bourgeois or capitalist production, which
is consequently for him not a specific definite mode of production, but simply the
mode of production.)33 '

a After this word Marx gives in brackets its English equivalent.— Ed
b Reasoning.— Ed.
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If the relation of demand and supply is taken in a wider and
more concrete sense, then it comprises the relation of production
and consumption as well. Here again, the unity of these two phases,
which does exist and which forcibly asserts itself during the crisis,
must be seen as opposed to the separation and antagonism of these
two phases, separation and antagonism which exist just as much,
and are moreover typical of bourgeois production.

With regard to the contradiction between partial and universal
overproduction, in so far as the existence of the former is
affirmed in order to evade the latter, the following observation
may be made:

Firstly: Crises are usually preceded by a general invLATION in PRICES
of all articles of capitalist production. All of them therefore
participate in the subsequent crasu, and at their prices before the
CRASH, OVERBURDENING THE MARKET, The market can absorb a larger
volume of commodities at falling prices, at prices which have
fallen below their cost prices, than it could absorb at their former
prices. The excess of commodities is always relative; in other
words it is an excess at particular prices. The prices at which the
commodities are then absorbed are ruinous for the producer or
merchant.

[XIII-712] Secondly:

For a crisis (and therefore also for overproduction) to be
general, it suffices for it to affect the principal commercial goods.

Let us take a closer look at how Ricardo seeks to deny the
possibility of A GENERAL GLUT in THE MARKET:

*“Too much of a particular commodity may be produced, of which there may
be such a glut in the market, as not to repay the capital expended on it; but this
cannot be the case with respect to all commodities; the demand for corn is limited
by the mouths which are to eat it, for shoes and coats by the persons who are to
wear them; but though a community, or a part of a community, may have as much
corn, and as many hats and shoes, as it is able or may wish to consume, the same
cannot be said of every commodity produced by nature or by art. Some would consume
more wine, if they had the ability to procure it. Others having enough of wine,
would wish to increase the quantity or improve the quality of their furniture.
Others might wish to ornament their grounds, or to enlarge their houses. The wish
to do all or some of these is implanted in every man’s breast; nothing is required but
‘the means, and mothing can afford the means, but an increase of production”* (lc.,
[pp.] 341-42).

Could there be a more childish raisonnement? It runs like this:
more of a particular commodity may be produced than can be
consumed of it; but this cannot apply to all commodities at the
same time. Because the needs, which the commodities satisfy, have
no limits and all these needs are not satisfied at the same time. On
the contrary. The fulfilment of one need makes another, so to
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speak, latent. Thus nothing is required, but the means to satisfy
these wants, and these means can only be provided through an
increase in production. Hence no general overproduction is
possible.

What is the purpose of all this? In periods of overproduction, a
large part of the nation (especially the working class) is less well
provided than ever with corn, shoes, etc., not to speak of wine and
rurnITURE.  If  overproduction could only occur when all the
members of a nation had satisfied even their most urgent needs,
there could never, in the history of bourgeois society up to now,
have been a state of general overproduction or even of partial
overproduction. When, for instance, THE MARKET IS GLUTTED BY SHOES OR
CALICOES OR WINES OR COLONIAL PRODUCE, does this perhaps mean that /s
of the nation have more than satisfied their needs in shoes,
caLicoEs, etc.? 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 question of absolute overproduction—
overproduction as such in relation to the absolute need or the
desire to possess commodities. In this sense there is neither partial
nor general overproduction; and the one is not opposed to the
other.

But—Ricardo will say-—WwHEN THERE are A LOT OF PEOPLE, WHO WANT
SHOES AND CALICOES, WHY DO THEY NOT PROCURE THEMSELVES THE MEANS OF
OBTAINING THEM BY PRODUCING SOMETHING WHEREWITH TO BUY SHOES AND CALICOES?
Would it not be even simpler to say: Why do they not produce
shoes and cauicoes for themselves? An even stranger aspect of
overproduction is that the workers, the actual producers of the
VERY COMMODITIES WHICH GLUT THE MARKET STAND IN WANT OF THEM. [t cannot
be said here that they should produce things in order to osram
them, for they have produced them and yet they have not got
them. Nor can it be said that a particular commodity cLuTs THE
MARKET, because no one is in want of it. If, therefore, it is even
impossible to explain that partial overproduction arises because
the demand for the commodities wHicH GLUT THE MARKET has been
more than satisfied, it is quite impossible to explain away universal
overproduction by declaring that needs, unsatisfied needs, exist
for many of the commodities which are on the market.

Let us keep to the example of the weaver of caLico.” So long as
reproduction continued uninterruptedly—and therefore also the
phase of this reproduction in which the product existing as a
saleable commodity, the calico, was reconverted into money, at its

a See this volume, pp. 109-12. There the reference is to a linen weaver.— Ed.
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value—so long, shall we say, the workers who produced the carico,
also consumed a part of it, and with the expansion of reproduc-
tion, that is to say, with accumulation, they were consuming more
of it, or also more workers were employed in the production of
catico, who also consumed part of it.

Now before we proceed further, the following must be said:

The possibility of crisis, which became apparent in the simple
metamorphosis of the commodity, is once more demonstrated, and
further developed, by the disjunction between the process of
production (direct) and the process of circulation.* As soon as
these processes do not merge smoothly into one another [XIII-
713] but become independent of one another, the crisis is there.

The possibility of crisis is indicated in the metamorphosis of the
commodity like this:

Firstly, the commodity which actually exists as use value, and
nominally, in its price, as exchange value, must be transformed
into money. C—M. If this difficulty, the sale, is solved then the
purchase, M—C, presents no difficulty, since money is directly
exchangeable for everything else. The use value of the commodity,
the usefulness of the labour contained in it, must be assumed from
the start, otherwise it is no commodity at all. It is further assumed
that the individual value of the commodity=its social value, that is
to say, that the labour time materialised in it=the socially necessary
labour time for the production of this commodity. The possibility
of a crisis, in so far as it shows itself in the simple form of
metamorphosis, thus only arises from the fact that the differences
in form—the phases—which it passes through in the course of its
progress, are in the first place necessarily complimentary and
secondly, despite this intrinsic and necessary correlation, they are
distinct parts and forms of the process, independent of each other,
diverging in time and space, separable and separated from each
other. The possibility of crisis therefore lies solely in the
separation of sale from purchase. It is thus only in the form of
commodity that the commodity has to pass through this difficulty
here. As soon as it assumes the form of money it has got over this
difficulty. Subsequently however this too resolves into the separa-
tion of sale and purchase. If the commodity could not be
withdrawn from circulation in the form of money or its
retransformation into commodity could not be postponed-—as
with direct barter—if purchase and sale coincided, then the

2 See K. Marx, A Contribution to the Critique of Political Economy. Part One
(present edition, Vol. 29, pp. 324-34).—Ed
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possibility of crisis would, under the assumptions made, disappear.
For it is assumed that the commodity represents use value for
other owners of commodities. In the form of direct barter, the
commodity is not exchangeable only if it has no use value or when
there are no other use values on the other side which can be
exchanged for it; therefore, only under these two conditions:
either if one side has produced useless things or if the other side
has nothing useful to exchange as an equivalent for the first use
value. In both cases, however, no exchange whatsoever would take
place. But in so far as exchange did take place, its phases would not
be separated. The buyer would be seller and the seller buyer. The
critical stage, which arises from the form of the exchange—in so
far as it is circulation—would therefore cease to exist, and if we
say that the simple form of metamorphosis comprises the
possibility of crisis, we only say that in this form itself lies the
possibility of the rupture and separation of essentially complimen-
tary phases. But this applies also to the content. In direct barter,
the bulk of production is intended by the producer to satisfy his
own needs, or, where the division of labour is more developed, to
satisfy the needs of his fellow producers, needs that are known to
him. What is exchanged as a commodity is the surplus and it is
unimportant whether this surplus is exchanged or not. In
commodity production the conversion of the product into money, the
sale, is a conditio sine qua [non]. Direct production for personal
needs does not take place. Crisis results from the impossibility to
sell. The difficulty of transforming the commodity—the particular
product of individual labour—into its opposite, money, i.e. abstract
general social labour, lies in the fact that money is not the
particular product of individual labour, and that the person who
has effected a sale, who therefore has commodities in the form of
money, is not compelled to buy again at once, to transform the
money again into a particular product of individual labour. In
barter this contradiction does not exist: no one can be a seller
without being a buyer or a buyer without being a seller. The
difficulty of the seller—on the assumption that his commodity has
use value—only stems from the ease with which the buyer can
defer the retransformation of money into commodity. The
difficulty of converting the commodity into money, of selling it,
only arises from the fact that the commodity must be turned into
money but the money need not be immediately turned into
commodity, and therefore sale and purchase can be separated. We
have said that this form contains the possibility of crisis, that is to
say, the possibility that elements which are correlated, which are
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inseparable, are separated and consequently are forcibly reunited,
their coherence is violently asserted against their mutual indepen-
dence. [XIII-714] Crisis is nothing but the forcible assertion of the
unity of phases of the production process which have become
independent of each other.

The general, abstract possibility of crisis denotes no more than
the most abstract form of crisis, without content, without a
compelling motivating factor. Sale and purchase may fall apart.
They thus represent crisis potentia and their coincidence always
remains a critical factor for the commodity. The transition from
one to the other may, however, proceed smoothly. The most
abstract form of crisis (and therefore the formal possibility of crisis)
is thus the metamorphosis of the commodity itself; the contradiction of
exchange value and use value, and furthermore of money and
commodity, comprised within the unity of the commodity, exists in
metamorphosis only as an involved movement. The factors which
turn this possibility of crisis into [an actual] crisis are not contained
in this form itself; it only implies that the framework for a crisis
exists.

And in a consideration of the bourgeois economy, that is the
important thing. The world trade crises must be regarded as the
real concentration and forcible adjustment of all the contradictions
of bourgeois economy. The individual factors, which are con-
densed in these crises, must therefore emerge and must be
described in each sphere of the bourgeois economy and the
further we advance in our examination of the latter, the more
aspects of this conflict must be traced on the one hand, and on the
other hand it must be shown that its more abstract forms are
recurring and are contained in the more concrete forms.

It can therefore be said that the crisis in its first form is the
metamorphosis of the commodity iself, the falling asunder of
purchase and sale.

The crisis in its second form is the functdon of money as a
means of payment, in which money has 2 different functions and
figures in two different phases, divided from each other in time.
Both these forms are as yet quite abstract, although the second is
more concrete than the first.

To begin with therefore, in considering the reproduction process
of capital (which coincides with its circulation) it is necessary to
prove that the above forms are simply repeated, or rather, that
only here they receive a content, a basis on which to manifest
themselves.

Let us look at the movement of capital from the moment in
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which it leaves the production process as a commodity in order
once again to emerge from it as a commodity. If we abstract here
from all the other factors determining its content, then the total
commodity capital and each individual commodity of which it is
made up, must go through the process C—M-—C, the metamor-
phosis of the commodity. The general possibility of crisis, which is
contained in this form—the falling apart of purchase and sale—is
thus contained in the movement of capital, in so far as the latter is
also commodity and nothing but commodity. From the intercon-
nection of the metamorphoses of commodities it follows,
moreover, that one commodity is transformed into money because
another is retransformed from the form of money into commodi-
ty. Furthermore, the separation of purchase and sale appears here
in such a way that the transformation of one capital from the form
of commeodity into the form of money, must correspond to the
retransformation of the other capital from the form of money into
the form of commodity. The first metamorphosis of one capital
[must correspond] to the second [metamorphosis] of the other;
one capital leaves the production process as the other capital
returns into the production process. This intertwining and
coalescence of the processes of reproduction or circulation of
different capitals is on the one hand necessitated by the division of
labour, on the other hand it is accidental; and thus the definition
of the content of crisis is already fuller.

Secondly, however, with regard to the possibility of crisis arising
from the form of money as means of payment, it appears that capital
may provide a much more concrete basis for turning this
possibility into reality. For example, the weaver must pay for the
whole of the constant capital whose elements have been produced
by the spinner, the flax-grower, the machine-builder, the iron and
timber manufacturer, the producer of coal, etc. In so far as these
latter produce constant capital that only enters into the production
of constant capital, without entering into the cloth, the final
commodity, they replace each other’s means of production
through the exchange of capital. Supposing the [XIII-715] weaver
now sells the cloth for £1,000 to the merchant but in return for a
bill of exchange so that money figures as means of payment. The
weaver for his part hands over the bill of exchange to the banker,
to whom he may thus be repaying a debt or, on the other hand,
the banker may negotiate the bill for him. The flax-grower has
sold to the spinner in return for a bill of exchange, the spinner
to the weaver, the machine manufacturer to the weaver, the
iron and timber manufacturer to the machine manufacturer,
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the coal producer to the spinner, weaver, machine manufac-
turer, iron and timber supplier. Besides, the iron, coal, timber and
flax producers have paid one another with bills of exchange. Now
if the merchant does not pay, then the weaver cannot pay his bill
of exchange to the banker. The flax-grower has drawn on the
spinner, the machine manufacturer on the weaver and the
spinner. The spinner cannot pay because the weaver [can]not pay,
neither of them pay the machine manufacturer, and the latter
does not pay the iron, timber or coal supplier. And all of these in
turn, as they cannot realise the value of their commodities, cannot
replace that portion of value which is to replace their constant
capital. Thus the general crisis comes into being. This is nothing
other than the possibility of crisis described when dealing with
money as a means of payment; but here—in capitalist produc-
tion—we can already see the connection between the mutual
claims and obligations, the sales and purchases, through which the
possibility can develop into actuality.

In any case: If purchase and sale do not get bogged down, and
therefore do not require forcible adjustment—and, on the other
hand, money as means of payment functions in such a way that
claims are mutually settled, and thus the contradiction inherent in
money as a means of payment is not realised —if therefore neither
of these two abstract forms of crisis become real, no crisis exists.
No crisis can exist unless sale and purchase are separated from
one another and come into conflict, or the contradictions
contained in money as a means of payment actually come into
play; crisis, therefore, cannot exist without manifesting itself at the
same time in its simple form, as the contradiction between sale and
purchase and the contradiction of money as a means of payment.
But these are merely forms, general possibilities of crisis, and hence
also forms, abstract forms, of actual crisis. In them, the existence
of crisis appears in its simplest forms, and, in so far as this form
is itself the simplest content of crisis, in its simplest content. But
the content is not yet substantiated Simple circulation of money
and even the circulation of money as a means of payment—
and both come into being long before capitalist production,
while there are no crises—are possible and actually take place
without crises. These forms alone, therefore, do not explain why
their crucial aspect becomes prominent and why the contradic-
tion contained in them potentially becomes a real contra-
diction.

This shows the economists’ enormous fadaise,® when they are no

2 Vulgarity, commonness.— Ed.
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longer able to explain away the phenomenon of overproduction
and crises, are content to say that these forms contain the
possibility of crises, that it is therefore accidental whether or not
crises occur and consequently their occurrence is itself merely a
matter of chance.

The contradictions inherent in the circulation of commodities,
which are further developed in the circulation of money—and
thus, also, the possibilities of crisis—reproduce themselves, au-
tomatically, in capital, since developed circulation of commodities
and of money, in fact, only takes place on the basis of capital.

But now the further development of the potential crisis has to be
traced—the real crisis can only be educed from the real
movement of capitalist production, competition and credit—in so
far as crisis arises out of the special aspects of capital which are
peculiar to it as capital, and not merely comprised in its existence
as commodity and money.

[XIII-716] The mere (direct) production process of capital in
itself, cannot add anything new in this context. In order to exist at
all, its conditions are presupposed. The first section dealing with
capital—the direct process of production—does not contribute any
new element of crisis. Although it dees contain such an element,
because the production process implies appropriation and hence
production of surplus value. But this cannot be shown when
dealing with the production process itself, for the latter is not
concerned with the realisation either of the reproduced vaiue or of
the surplus value.

This can only emerge in the circulation process which is in itself
also a process of reproduction.

Furthermore it is necessary to describe the circulation or
reproduction process before dealing with the already existing
capital — capital and profit—since we have to explain, not only how
capital produces, but also how capital is produced. But the actual
movement starts from the existing capital—i.e. the actual move-
ment denotes developed capitalist production, which starts from
and presupposes its own basis. The process of reproduction and
the predisposition to crisis which is further developed in it, are
therefore only partially described under this heading and require
further elaboration in the chapter on “Capital and Profit”.**

The circulation process as a whole or the reproduction process
of capital as a whole is the unity of its production phase and its
circulation phase, so that it comprises both these processes or
phases. Therein lies a further developed possibility or abstract
form of crisis. The economists who deny crises consequently assert



144 The Production Process of Capital

only the unity of these two phases. If they were only separate,
without being a unity, then their unity could not be established by
force and there could be no crisis. 1If they were only a unity
without being separate, then no violent separation would be
possible implying a crisis. Crisis is the forcible establishment of
unity between elements that have become independent and the
enforced separation from one another of elements which are
essentially one. [XIII-716]

[XIII-770a]% Therefore:

1) 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 circulation, 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
realisation of value. These two aspects become separated. If in the
interval between them the value has changed, if the commodity at
the moment of its sale is not worth what it was worth at the
moment when money was acting as a measure of value and
therefore as a measure of the reciprocal obligations, then the
obligation cannot be met from the proceeds of the sale of the
commodity, and therefore the whole series of transactions which
retrogressively depend on this one transaction, cannot be settled.
If even for only a limited period of time the commodity cannot be
sold then, although its value has not altered, money cannot
function as means of payment, since it must function as such in a
definite given period of time. But as the same sum of money acts for
a whole series of reciprocal transactions and obligations here,
inability to pay occurs not only at one, but at many points, hence a
crisis arises.

These are the formal possibilities of crisis. The form mentioned
first is possible without the latter—that is to say, crises are possible
without credit, without money functioning as a means of payment.
But the second form is not possible without the first—that is to say,
without the separation between purchase and sale. But in the
latter case, the crisis occurs not only because the commodity is
unsaleable, but because it is not saleable within a particular period of
time, and the crisis arises and derives its character not only from
the unsaleability of the commodity, but from the non-fulfilment of a
whole series of payments which depend on the sale of this particular
commodity within this particular period of time. This is the actual
form of money crises.

If the crisis appears, therefore, because purchase and sale
become separated, it becomes a money crisis, as soon as money has



Theories of Surplus Value. Ricardo 145

developed as means of payment, and this second form of crisis follows
as a matter of course, when the first occurs. In investigating why
the general possibility of crisis becomes a reality, in investigating the
conditions of crisis, it is therefore quite superfluous to concern
oneself with the forms of crisis which arise out of the development
of money as means of payment. This is precisely why economists like
to suggest that this obvious form is the cause of crises. (In so far as
the development of money as means of payment is linked with the
development of credit and of overcrepir the causes of the latter
have to be examined, but this is not yet the place to do it)

2) In so far as crises arise from changes in prices and revolutions
in prices, which do not coincide with changes in the values of
commodities, they naturally cannot be investigated during the
examination of capital in general, in which the prices of
commodities are assumed to be identical with the values of
commodities.

3) The general possibility of crisis is the formal metamorphosis of
capital itself, the separation, in time and space, of purchase and
sale. But this is never the cause of the crisis. For it is nothing but
the most general form of crisis, i.e. the crisis® itself in its most
generalised expression. But it cannot be said that the abstract form of
crisis is the cause of crisis. If one asks what its cause is, one wants to
know why its abstract form, the form of its possibility, turns from
possibility into actuality.

4) The general conditions of crises, in so far as they are
independent of price fluctuations (whether these are linked with the
credit system or not) as distinct from fluctuations in value, must
be explicable from the general conditions of capitalist produc-
tion.

First phase. The reconversion of money into capital. A definite level
of production or reproduction is assumed. Fixed capital can be
regarded here as given, as remaining unchanged and not entering
into the wvalorisation process. Since the reproduction of raw
material is not dependent solely on the labour employed on it, but
on the productivity of this labour which is bound up with natural
conditions, it is possible for the volume, [XIV-771a]*® the amount of
the product of the same quantity of labour, to fall (as a result of
BAD seasons). The value of the raw material therefore rises; its volume
decreases, in other words the proportions in which the money has to
be reconverted into the wvarious component parts of capital in order
to continue production on the former scale, are upset. More must
be expended on raw material, less remains for labour, and it is not
possible to absorb the same quantity of labour as before. Firstly
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this is physically impossible, because of the deficiency in raw
material. Secondly, it is impossible because a greater portion of the
value of the product has to be converted into raw material, thus
leaving less for conversion into wvariable capital Reproduction
cannot be repeated on the same scale. A part of fixed capital stands
idle and a part of the workers is thrown out on the streets. The
rate of profit falls because the value of constant capital has risen as
against that of variable capital and less variable capital is
employed. The fixed charges—interest, rent—which were based
on the anticipation of a constant rate of profit and exploitation of
labour, remain the same and in part cannot be paid. Hence crisis.
Crisis of labour and crisis of capital. This is therefore a disturbance
in the reproduction process due to the increase in the value of that
part of constant capital which has to be replaced out of the value
of the product. Moreover, although the rate of profit is decreasing,
there is a rise in the price of the product. 1f this product enters into
other spheres of production as a means of production, the rise in
its price will result in the same peEranGEMENT in reproduction in these
spheres. If it enters into general consumption as a means of
subsistence, it either enters also into the consumption of the workers
or not. If it does so, then its effects will be the same as those of a
DERANGEMENT in variable capital, of which we shall speak later. But in
so far as it enters into general consumption it may result (if its
consumption is not reduced) in a diminished demand for other
products and consequently prevent their reconversion into money at
their value, thus disturbing the other aspect of their reproduction—
not the reconversion of money into productive capital but the
reconversion of commodities into money. In any case, the volume
of profits and the wolume of wages is reduced in this branch
of production thereby reducing a part of the necessary RETURNS
from the sale of commodities from other branches of produc-
tion,

Such a shortage of raw material may, however, occur not only
because of the influence of seasons or of the natural productivity of
the labour which supplies the raw material. For if an excessive
portion of the surplus value, of the surplus capital, is laid out in
machinery, etc. in a particular branch of production, then,
although the [raw] mareriaL would have been sufficient for the old
level of production, it will be insufficient for the new. This therefore
arises from the pisproPorRTIONATE conversion of suRPLUS cAPITAL Into its
various elements. It is a case of surplus production of fixed capital
and gives rise to exactly the same phenomena as occur in the first
case. (See the previous page.)
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[XIV-861a]*

Or they [the crises] are due to an overproduction of fixed capital
and therefore a relative underproduction of circulating capital.

Since fixed capital, like circulating, consists of commodities, it
is quite ridiculous that the same economists who admit the
overproduction of fixed capital, deny the overproduction of com-
modities.

5) Crises arising from disturbances in the first phase of reproduction;
that is to say, interrupted conversion of commodities into money
or interruption of sale. In the case of crises of the first sort the crisis
arises from interruptions in the flowing back of the elements of
productive capital.

[XIII-716] Before embarking on an investigation of the new
forms of crisis,*® we shall resume our consideration of Ricardo and
the above example.”

(A crisis can arise: 1) in the course of the reconversion [of
money] into productive capital, [2)] through changes in the value of
the elements of productive capital, particularly of raw material, for
example when there is a decrease in the quantity of cotton
harvested. Its wvalue will thus rise. We are not as yet concerned
with prices here but with values.)

So long as the owner of the weaving-mill reproduces and
accumulates, his workers, too, purchase a part of his product, they
spend a part of their wages on calico. Because he produces, they
have the Mmeans to purchase a part of his product and thus to some
extent give him the means to sell it. The worker can only buy—he
can represent a peManp only for—commodities which enter into
individual consumption, for he does not himself turn his labour to
account nor does he himself possess the means to do so—the
instruments of labour and materials of labour. This already,
therefore, excludes the majority of producers (the workers
themselves, where capitalist production prevails) as consumers,
buyers. They buy neither raw material nor means of labour;
they buy only means of subsistence (commodities which enter
directly into individual consumption). Hence nothing is more
ridiculous than to speak of the identity of producers and
consumers, since for an extraordinarily large number of Trabpes—
all those that do not supply articles for direct consumption—the
mass of those who participate in production are entirely excluded
from the purchase of their own products. They are never direct
consumers or buyers of this large part of their own products,

2 See this volume, pp. 110 et seq— Ed
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although they pay a portion of the value of these products in the
articles of consumption that they buy. This also shows the
ambiguity of the word consumer and how wrong it is to identify it
with the word buyer. As regards industrial consumption, it is
precisely the workers who consume machinery and raw material,
using them up in the labour process. But they do not use them up
for themselves and they are therefore not buyers of them.
Machinery and raw material are for them neither use values nor
commodities, but objective conditions of a process of which they
themselves are the subjective conditions.

[XIII-717] It may, however, be said that their EMPLOYER repres-
ents them in the purchase of the means and materials of labour.
But he represents them under different conditions from those in
which they would represent themselves. Namely, on the market.
He must sell a quantity of commodities which represents surplus
value, unpaid labour. They [the workers] would only have to sell
the quantity of commodities which would reproduce the value
advanced in production—the value of the means of labour,
the materials of labour and the wages. He therefore requires a
wider market than they would require. It depends, moreover,
on him and not on them, whether he considers the conditions
of the market sufficiently favourable to begin reproduction.

They are therefore producers without being consumers—even
when no interruption of the reproduction process takes place—in
relation to all articles which have to be consumed not individually
but industrially.

Thus nothing is more absurd as a means of denying crises, than
the assertion that the consumers (buyers) and producers (sellers)
are identical in capitalist production. They are entirely distinct
categories. In so far as the reproduction process takes place, this
identity can be asserted only for one out of 3,000 producers,
namely, the capitalist. On the other hand, it is equally wrong to
say that the consumers are producers. The LanpLorp (rent) does not
produce, and yet he consumes. The same applies to the whole of the
MONIED INTEREST.

The apologetic phrases used to deny crises are important in so
far as they always prove the opposite of what they are meant to
prove. In order to deny crises, they assert unity where there is
conflict and contradiction. They are therefore important in so far
as one can say: they prove that there would be no crises if the
contradictions which they have erased in their imagination, did not
exist in fact. But in reality crises exist because these contradictions
exist. Every reason which they put forward against crisis is an
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exorcised contradiction, and, therefore, a real contradiction, which
can cause crises. The desire to convince oneself of the non-
existence of contradictions, is at the same time the expression of a
pious wish that the contradictions, which are really present, should
not exist.

What the workers in fact produce, is surplus value. So long as
they produce it, they are able to consume. As soon as they cease
[to produce it}, their consumption ceases, because their production
ceases. But that they are able to consume is by no means due to
their having produced an equivalent for their consumption. On
the contrary, as soon as they produce merely such an equivalent,
their consumption ceases, they have no equivalent to consume.
Their work is either stopped or curtailed, or at all events their
wages are reduced. In the latter case—if the level of production
remains the same—they do not consume an equivalent of what
they produce. But they lack these means not because they do not
produce enough, but because they receive too little of their
product for themselves.

By reducing these relations simply to those of consumer and
producer, one leaves out of account that the wage labourer who
produces and the capitalist who produces are two producers of a
completely different kind, quite apart from the fact that some
consumers do not produce at all. Once again, a contradiction is
denied, by abstracting from a contradiction which really exists in
production. The mere relationship of wage labourer and capitalist
implies:

1) that the majority of the producers (the workers) are
non-consumers (non-buyers) of a very large part of their product,
namely, of the means and materials of labour;

2) that the majority of the producers, the workers, can consume
an equivalent for their product only so long as they produce more
than this equivalent, that is, so long as they produce surrLUs vALUE
or surpLUS PRODUCE. They must always be overproducers, produce over
and above their needs, in order to be able to be consumers or
buyers within the [XIII-718] limits of their needs.*!

As regards this class of producers, the unity between production
and consumption is, at any rate prima facie, false.

When Ricardo says that the only limit to pemanp is production
itself, and that this is limited by capital,” then this means, in fact,
when stripped of false assumptions, nothing more than that
capitalist production finds its measure only in capital; in this

2 D. Ricardo, On the Principles of Political Economy, and Taxation, 3rd ed.,
London, 1821, pp. 339 and 347 (see this volume, pp. 125 and 128).— Ed
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context, however, the term capital also includes the labour capacity
which is incorporated in (bought by) capital as one of its
conditions of production. The question is whether capital as such
is also the limit for consumption. At any rate, it is so in a negative
sense, that is, more cannot be consumed than is produced. But the
question is, whether this applies in a positive sense too, whether—
on the basis of capitalist production—as much can and must be
consumed as is produced. Ricardo’s proposition, when correctly
analysed, says the very opposite of what it is meant to say—
namely, that production takes place without regard to the existing
limits to consumption, but is limited only by capital itself. And this
is indeed characteristic of this mode of production.

Thus according to the assumption, the market is cLurrep, for
instance with cortons,® so that part of it remains unsold or all of it,
or it can only be sold well below its price. (For the time being, we
shall call it value, because while we are considering circulation or
the reproduction process, we are still concerned with value and
not yet with cost price, even less with market price.)

It goes without saying that, in the whole of this observation, it is
not denied that too much may be produced in individual spheres
and therefore too little in others; partial crises can thus arise from
DISPROPORTIONATE PRODUCTION (PROPORTIONATE PRODUCTION is, however, al-
ways only the result of pisproporTIONATE PRODUCTION On the basis of
competition) and a general form of this DISPROPORTIONATE PRODUCTION
may be overproduction of fixed capital, or on the other hand,
overproduction of circulating capital.* Just as it is a condition for
the sale of commodities at their value, that they contain only the
socially necessary labour time, so it is for an entire sphere of
production of capital, that only the necessary part of the total
labour time of society is used in the particular sphere, only the
labour time which is required for the satisfaction of social need
(vEmanp). If more [is used], then, even if each individual
commodity only contains the necessary labour time, the total
contains more than the socially necessary labour time; in the same
way, although the individual commodity has use value, the total
sum of commodities loses some of its use value under the
conditions assumed.

* [XIII-720] (When spinning-machines were invented, there was overproduc-
tion of yarn in relation to weaving. This disproportions disappeared when
mechanical looms were introduced into weaving.) 42

a After this word Marx gives in brackets its German equivalent.— Ed.
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However, we are not speaking of crisis here in so far as it arises
from piserororTIONATE production, that is to say, the disproportion
in the distribution of social labour between the individual spheres
of production. This can only be dealt with in connection with the
competition of capitals. In that context it has already been stated*®
that the rise or fall of market value which is caused by this
DISPROPORTION, results in the TRANSFER OY WITHDRAWAL OF CAPITAL FROM ONE
TRADE To another, the MIGRATION OF CAPITAL FROM ONE TRADE To another.
This equalisation itself however already implies as a precondition
the opposite of equalisation and may therefore comprise crisis; the
crisis itself may be a form of equalisation. Ricardo, etc., admit this
form of crisis.

When considering the production process*®® we saw that the
whole aim of capitalist production is appropriation of the greatest
possible amount of surplus labour, in other words, the realisation
of the greatest possible amount of immediate labour time with the
given capital, be it through the prolongation of the labour day or
the reduction of the necessary labour time, through the develop-
ment of the productive power of labour by means of cooperation,
division of labour, machinery, etc., in short, large-scale production,
i.e. mass production. It is thus in the nature of capitalist
production, to produce without regard to the limits of the market.
During the examination of reproduction, it is, in the first place,
assumed that the mode of production remains the same and it
remains the same, moreover, for a period while production
expands. The volume of commodities produced is increased in this
case, because more capital is employed and not because capital is
employed more productively. But the mere quantitative increase in
[XIII-719] capital at the same time implies that its productive
power grows. If its quantitative increase is the result of the
development of productive power, then the latter in turn develops
on the assumption of a broader, extended capitalist - basis.
Reciprocal interaction takes place in this case. Reproduction on an
extended basis—accumulation—even if originally it appears only
as a quantitative expansion of production—the use of more capital
under the same conditions of production—at a certain point,
therefore, always represents also a qualitative expansion in the
form of greater productivity of the conditions under which
reproduction is carried out. Consequently the volume of products
increases not only in simple proportion to the growth of capital in

a See present edition, Vol. 31, pp. 431-35.— Ed.

11-733



152 The Production Process of Capital

expanded reproduction—accumulation. Now let us return to our
example of cavico.

The stagnation in the market, WHICH Is GLUTTED WITH CALICOES,
hampers the reproduction process of the weaver. This disturbance
first affects his workers. Thus they are now to a smaller extent, or
not at all, consumers of his commodity—cortons—and of other
commodities which entered into their consumption. It is true, that
they need corrons, but they cannot buy it because they have not
the wmeans, and they have not the means because they cannot
continue to produce and they cannot continue to produce because
too much has been produced, Toc MANY COTTONS GLUT THE MARKET.
Neither Ricardo’s advice “To INCREASE THEIR PRODUCTION”, notr his
alternative ‘“ro probuct someTHING ELSE” can help them.* They now
form a part of the temporary surplus population, of the sureLus
PRODUCTION OF LABOURERS, in this case of coTron rroDUCERS, because there is
a SURPLUS PRODUCTION OF COTTONS UPON THE MARKET.

But apart from the workers who are directly employed by the
capital invested in corron weaving, a large number of other
producers are hit by this interruption in the reproduction process
Of COTTON. SPINNERS, COTTON DEALERS (OR COTTON CULTIVATORS), MECHANICS
(PRODUCERS OF SPINDLES AND LOOMS, €1C.), IRON, COAL PRODUCERS, €tc. Repro-
duction in all these spheres would also be impeded because the
reproduction of corrtons is a condition for their own reproduction.
This would happen even if they had not overproduced in their own
spheres, that is to say, had not produced beyond the limit set and
justified by the cotton industry when it was working smoothly. All
these industries have this in common, that their revenve (wages and
profit, in so far as the latter is consumed as revinve and not
accumulated) is not consumed by them in their own product but
in the product of other spheres, which produce articles of
consumption, carico among others. Thus the consumption of and
the demand for cavico fall just because there is too much of it on
the market. But this also applies to all other commodities on
which, as articles of consumption, the revinuve of these indirect
producers of corron is spent. Their means for buying caiico and
other articles of consumption shrink, contract, because there is too
much cauico on the market. This also affects other commodities
(articles of consumption). They are now, all of a sudden, relatively
overproduced, because the means with which to buy them and
therefore the demand for them, have contracted. Even if there has

2 D. Ricardo, On the Principles of Political Economy, and Taxation, 3rd ed.,
London, 1821, pp. 342, 339-40 (see this volume, pp. 125, 133, 136).— Ed.
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been no overproduction in these spheres, now they are over-
producing.

If overproduction has taken place not only in caLicoes, but also
in LINENS, siks, and woorLens, then it can be understood how
overproduction in these few, but leading articles, calls forth a
more or less general (relative) overproduction on the whole
market. On the one hand there is a superabundance of all the
means of reproduction and a superabundance ¢! all kinds of
unsold commodities on the market. On the other hand bankrupt
capitalists and destitute, starving workers.

This ARGUMENT, HOWEVER, cuTs Two wayvs. If it is easily understood
how overproduction of some leading articles of consumption must
bring in its wake the phenomenon of a more or less general
overproduction, it is by no means clear how overproduction of
these articles can arise. For the phenomenon of general over-
production is derived from the interdependence not only of the
workers directly employed in these industries, but of all branches
of industries which produce the elements of their products, the
various stages of their constant capital. In the latter branches of
industry, overproduction is an effect. But whence does it come in
the former? For the latter continue to produce so long as the
former go on producing, and along with this continued produc-
tion, a general growth in revenue, and therefore in their own
consumption, seems assured.

[XIII-720]* If one were to answer the question by pointing out
that the constantly expanding production //it expands annually
for two reasons; firstly because the capital invested in production
is continually growing; secondly because the capital is constantly
used more productively; in the course of reproduction and
accumulation, small improvements are continuously building up,
which eventually alter the whole level of production. There is a
piling up of improvements, a cumulative development of produc-
tive powers// requires a constantly expanding market and that
production expands more rapidly than the market, then one
would merely have used different terms to express the phenome-
non which has to be explained —concrete terms instead of abstract
terms. The market expands more slowly than production; or in
the cycle through which capital passes during its reproduction—a
cycle in which it is not simply reproduced but reproduced on an
extended scale, in which it describes not a circle but a spiral—
there comes a moment at which the market manifests itself as too

a See this volume, p. 150.— Ed.
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narrow for production. This occurs at the end of the cycle. But it
merely means: the market is cLutTep. Overproduction is mantFesT, If
the expansion of the market had kept pace with the expansion of
production THERE WOULD BE NO GLUT in the MARKET, NO OVERPRODUCTION.
However, the mere admission that the market must expand with
production, is, on the other hand, again an admission of the
possibility of overproduction, for the market is limited externally
in the geographical sense, the internal market is limited as
compared with a market that is both internal and external, the
latter in turn is limited as compared with the world market, which
however is, in turn, limited at each moment of time, [though] in
itself capable of expansion. The admission that the market must
expand if there is to be no overproduction, is therefore also an
admission that there can be overproduction. For it is then
possible—since market and production are two independent
factors—that the expansion of one does not correspond with the
expansion of the other; that the limits of the market are not
extended rapidly enough for production, or that new markets—
new extensions of the market—may be rapidly outpaced by
production, so that the expanded market becomes just as much a
barrier as the narrower market was formerly.

Ricardo is therefore consistent in denying the necessity of an
expansion of the market simultaneously with the expansion of
production and growth of capital. All the available capital in a
country can also be advantageously employed in that country.
Hence he polemises against Adam Smith, who on the one hand
put forward his (Ricardo’s) view and, with his usual rational
instinct, contradicted it as well. Adam Smith did not yet know the
phenomenon of overproduction, and crises resulting from over-
production. What he knew were only credit and money crises,
which automatically appear, along with the credit and banking
system. In fact he sees in the accumulation of capital an
unqualified increase in the general wealth and well-being of the
nation. On the other hand, he regards the mere fact that the
internal market develops into an external, colonial and world
market, as proof of a so-to-speak relative overproduction (existing in
itself) in the internal market. It is worth quoting Ricardo’s polemic
against him at this point:

*“When merchants engage their capitals in foreign trade, or in the carrying
trade, it is always from choice, and never from necessity: it is because in that trade
their profits will be somewhat greater than in the home trade. Adam Smith has
justly observed ‘that the desire of food is limited in every man by the narrow
capacity of the human stomach’,”*
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// Adam Smith is very much mistaken here, for he excludes the
luxury products of acricuLTure. //

*“‘but the desire of the conveniences and ornaments of building, dress,
equipage, and household furniture, seems to have no limit or certain boundary.’2
Nature then”* (Ricardo continues) * “has necessarily limited the amount of capital
which can at any time be profitably engaged in agriculture”*

//1s that why there are nations which export AGRICULTURAL PRODUCE?
As if it were impossible, despite naTure, to sink all possible capital
into agriculture in order to produce, in England for example,
melons, figs, grapes, etc., flowers, and birds and game, etc. And as
if the raw materials of industry were not produced by means of
AGRICULTURAL cAPITAL.// (See, for example, the capital that the
Romans put into artificial fish culture alone.)

*"“but she has placed no limits”* (as if nature had anything to do with the
matter!) *‘“to the amount of capital that may be employed in procuring ‘the
conveniences and ornaments’ of life. To procure these gratifications in the greatest
abundance is the object in view, and it is only because foreign trade, or the carrying
trade, will accomplish it better, that men engage in them in preference to
manufacturing the commodities required, or a substitute for them, at home. If,
however, from peculiar circumstances, we were precluded from engaging capital in
foreign trade, or in the carrying trade, we should, though with less advantage,
employ it at home; and while there is no limit to the desire of ‘conveniences,
ornaments of building, dress, equipage, and [XIII-721] household furniture’, there
can be no limit to the capital that may be employed in procuring them, except that which
bounds our power to maintain the workmen who are to produce them.

“Adam Smith, however, speaks of the carrying trade as one, not of choice, but
of necessity; as if the capital engaged in it would be inert if not so employed, as if
the capital in the home trade could overflow, if not confined to a limited amount. He
says, ‘when the capital stock of any country is increased to such a degree, that it
cannot be all employed in supplying the consumption, and supporting the productive labour
of that particular country’,” * (this passage is printed in italics by Ricardo himself)
*“‘the surplus part of it naturally disgorges itself into the carrying trade, and is
employed in performing the same offices to other countries’...> But could not this
portion of the productive labour of Great Britain be employed in preparing some
other sort of goods, with which something more in demand at home might be
purchased? And if it could not, might we not employ this productive labour,
though with less advantage, in making those goods in demand at home, or at least
some substitute for them? If we wanted velvets, might we not attempt to make
velvets; and if we could not succeed, might we not make more cloth, or some other
object desirable to us?

“We manufacture commodities, and with them buy goods abroad, because we
can obtain a greater quantity” * //the qualitative difference does not exist! // * “than
we could make at home. Deprive us of this trade, and we immediately manufacture
again for ourselves. But this opinion of Adam Smith is at variance with all his
general doctrines on this subject. ‘If’” * (Ricardo now cites Smith) * “‘If a foreign

2 A. Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, Book I,
Ch. X1, Part 2.—Ed.
b Ibid., Book II, Ch. V.—Ed.
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country can supply us with a commodity, cheaper than we ourselves can make it,
better buy it of them with some part of the produce of our own industry, employed
in a way in which we have some advantage. The general industry of the country being
always in proportion to the capital which employs it’,” * //in very different proportion//
(this sentence too is emphasised by Ricardo) * “ ‘will not thereby be diminished, but
only left to find out the way in which it can be employed with the greatest
advantage.’ 2

//“Again. ‘Those, therefore, who have the command of more food than they
themselves can consume, are always willing to exchange the surplus, or, what is the
same thing, the price of it, for gratifications of another kind. What is over and
above satisfying the limited desire, is given for the amusement of those desires which
cannot be satisfied, but seem to be altogether endless. The poor, in order to obtain food,
exert themselves to gratify those fancies of the rich; and to obtain it more certainly,
they vie with one another in the cheapness and perfection of their work. The
number of workmen increases with the increasing quantity of food, or with the
growing improvement and cultivation of the lands; and as the nature of their
business admits of the utmost subdivisions of labours, the quantity of materials
which they can work up increases in a much greater proportion than their
numbers. Hence arises a demand for every sort of material which human invention
can employ, either usefully or ornamentally, in building, dress, equipage, or
household furniture; for the fossils and minerals contained in the bowels of the
earth, the precious metals, and the precious stones.’®

“It follows then from these admissions that there is no limit to demand—no limit to
the employment of capital while it yields any profit, and that however abundant capital may
become, there is no other adequate reason for a fall of profit but a rise of wages,
and further it may be added, that the only adequate and permanent cause for the
rise of wages is the increasing difficulty of providing food and necessaries for the
increasing number of workmen”* (L. c., [pp.] 344-48).

The world overrropuctioN in itself leads to error. So long as the
most urgent needs of a large part of society are not satisfied, or
only the most immediate needs are satisfied, there can of course be
absolutely no talk of an oeverproduction of products—in the sense that
the amount of products is excessive in relation to the need for
them. On the contrary, it must be said that on the basis of
capitalist production, there is constant underproduction in this
sense. The limits to production are set by the profit of the
capitalist and in no way by the needs of the producers. But
overproduction of products and overproduction of commodities are
two entirely different things. If Ricardo thinks that the commodity
form makes no difference to the product, and furthermore, that
commaodity circulation differs only formally from barter, that in this
context the exchange value is only a fleeting form of the exchange
of things, and that money is therefore merely a formal means of
circulation—then this in fact is in line with his presupposition that

2 A. Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, Book 1V,
Ch. IL.— Ed.
b Ibid., Book I, Ch. XI, Part 2.— Ed.
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the bourgeois mode of production is the absolute mode of
production, hence it is a mode of production without any definite
specific characteristics, its distinctive traits are merely formal. He
cannot therefore admit that the bourgeois mode of production
contains within itself a barrier to the free development of the
productive forces, a barrier which comes to the surface in crises
and, in particular, in overproduction—the basic phenomenon in
crises.

[XIII-722] Ricardo saw from the passages of Adam Smith,
which he quotes, approves, and therefore also repeats, that the
limitless “pesire” for all kinds of use values is always satisfied on
the basis of a state of affairs in which the mass of producers
remains more or less restricted to necessities-— “roon” and other
“necEssaries” —that consequently this great majority of producers
remains more or less excluded from the consumption of wealth—
in so far as wealth goes beyond the bounds of the NrcEssariks.

This was indeed also the case, and to an even higher degree, in
the ancient mode of production which depended on slavery. But
the ancients never thought of transforming the sureLus probUCE into
capital. Or at least only to a very limited extent. (The fact that the
hoarding of treasure in the narrow sense was widespread among
them shows how much surerus propuce lay completely idle.) They
used a large part of the surerus propuce for unproductive expendi-
ture on art, religious works and travaux publics® Still less was their
production directed to the release and development of the
material productive forces—division of labour, machinery, the
application of the powers of nature and science to private
production. In fact, by and large, they never went beyond
handicraft labour. The wealth which they produced for private
consumption was therefore relatively small and only appears great
because it was amassed in the hands of a few persons, who,
incidentally, did not know what to do with it. Although, therefore,
there was no overproduction among the ancients, there was
overconsumption by the rich, which in the final periods of Rome
and Greece turned into mad extravagance. The few trading
peoples among them lived partly at the expense of all these
essentiellement poor nations. It is the unconditional development of
the productive forces and therefore mass production on the basis
of a mass of producers who are confined within the bounds of the
Necessaries on the one hand and, on the other, the barrier set up by

a Public works.— Ed.
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the capitalists’ profit, which [forms] the basis of modern over-
production. ‘

All the objections which Ricardo and others raise against
overproduction, etc., rest on the fact that they regard bourgeois
production either as a mode of production in which no distinction
exists between purchase and sale—direct barter—or as social
production, implying that society, as if according to a plan,
distributes its means of production and productive forces in the
degree and measure which is required for the fulfilment of the
various social needs, so that each sphere of production receives the
quota of social capital required to satisfy the corresponding need.
This fiction arises entirely from the inability to grasp the specific
form of bourgeois production and this inability in turn arises from
the obsession that bourgeois production is production as such, just
like a man who believes in a particular religion and sees it as the
religion, and everything outside of it only as false religions.

On the contrary, the question that has to be answered is: since,
on the basis of capitalist production, everyone works for himseif
and a particular labour must at the same time appear as its
opposite, as abstract general labour and in this form as social
labour—how is it possible to achieve the necessary balance and
interdependence of the various spheres of production, their
dimensions and the proportions between them, except through the
constant neutralisation of a constant disharmony? This is admitted
by those who speak of adjustments through competition, for these
adjustments always presuppose that there is something to adjust,
and therefore that harmony is always only a result of the
movement which neutralises the existing disharmony.

That is why Ricardo admits that a cLut of certain commodities is
possible. What is supposed to be impossible is only a simuLTaNEOUS,
GENERAL GLUT in THE MaRKeT. The possibility of overproduction in any
particular sphere of production is therefore not denied. It is the
simultaneity of this phenomenon for all spheres of production
which is said to be impossible and therefore makes impossible
[general] overproduction and thus a GENERAL GLUT in THE MARKET (this
expression must always be taken cum grano salis® since in times of
general overproduction, the overproduction in some spheres is
always only the result, the consequence, of overproduction in the
leading articles of commerce; [it is] always only relative, i.e.
overproduction because overproduction exists in other spheres).

Apologetics turns this into its very opposite. [There is only]

a Literally: with a grain of salt; figuratively: with skepticism.— Ed.
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overproduction in the leading articles of commerce, in which
alone, active overproduction shows itself-—these are on the whole
articles which can only be produced on a mass scale and by factory
methods (also in agriculture), because overproduction exists in
those articles in which relative or passive overproduction manifests
itself. According to this, overproduction only exists because
overproduction is not universal. The relativity of overproduction—
that actual overproduction in a few spheres calls forth overproduc-
tion in others—is expressed in this way: There is no universal
overproduction, because if overproduction were universal, all
spheres of production would retain the same relation to one
another; therefore wuniversal overproduction=prROPORTIONATE PRODUC-
tioN which excludes overproduction. And this is supposed to be an
argument against universal overproduction. [XIII-723] For, since
universal overproduction in the absolute sense would not be
overproduction but only a greater than usual development of the
productive forces in all spheres of production, it is alleged that
actual overproduction, which is precisely not this non-existent,
self-abrogating overproduction, does not exist—although it only
exists because it is not this.

If this miserable sophistry is more closely examined, it amounts
to this: Suppose, that there is overproduction in iron, cotton
goods, LINENS, SILKS, WOOLLENS, etc.; then it cannot be said, for
example, that too little coal has been produced and that this is the
reason for the above overproduction. For that overproduction of
iron, etc. involves an exactly similar overproduction of coal, as,
say, the overproduction of woven cloth does of yarn. //Over-
production of yarn as compared with cloth, iron as compared with
machinery, etc. could occur. This would always be a relative
overproduction of constant capital.// There cannot, therefore, be
any question of the underproduction of those articles whose
overproduction is implied because they enter as an element, raw
material, matiére instrumentale or means of production, into those
articles (the ‘“PARTICULAR COMMODITY OF WHICH TOO MUCH MAY BE PRODUCED, OF

© WHICH THERE MAY BE SUCH A GLUT IN THE MARKET, AS NOT TO REPAY THE CAPITAL

EXPENDED ON 1T *), whose positive overproduction is precisely the ract
To BE EXPLAINED. Rather, it Is a question of other articles which
belong directly to [other] spheres of production and [can] neither
[be] subsumed under the leading articles of commerce which,
according to the assumption, have been overrrODUCED, nor be
attributed to spheres in which, because they supply the intermediate

a See this volume, pp. 130, 134, 136.— Ed.
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product for the leading articles of commerce, production must
have reached at least the same level as in the final phases of the
product—although there is nothing to prevent production in
those spheres from having gone even further ahead thus causing
an overproduction within the overproduction. For example,
although sufficient coal must have been produced in order to keep
going all those industries into which coal enters as necessary
condition of production, and therefore the overproduction of coal is
implied in the overproduction of iron, yarn, etc. (even if coal was
produced only in proportion to the production of iron and yarn),
it is also possible that more coal was produced than was required
even for the overproduction of iron, yarn, etc. This is not only
possible, but very probable. For the production of coal and yarn and
of all other spheres of production which produce only the
conditions or earlier phases of a product to be completed in
another sphere, is governed not by the immediate demand, by the
immediate production or reproduction, but by the degree, measure,
proportion® in which these are expanding. And it is seLrEvIDENT that
in this calculation, the target may well be overshot. Thus not
enough has been produced of other articles such as, for example,
pianos, precious stones, etc., they have been underproduced.
//There are, however, also cases where the overproduction of
non-leading articles is not the result of overproduction, but where,
on the contrary, underproduction is the cause of overproduction, as
for instance when there has been a failure in the grain crop or the
cotton crop, etc.//

The absurdity of this statement becomes particularly marked if
it is applied to the international scene, as it has been by Say and
others after him.** For instance, that England has not overproduced
but Italy has wunderproduced. There would have been no over-
production, if Italy 1) had enough capital to replace the English
capital exported to Italy in the form of commodities; 2) if Italy
had invested this capital in such a way that it produced those
particular articles which are required by English capital—partly in
order to replace itself and partly in order to replace the revenue
yielded by it. Thus the fact of the actually existing overproduction
in England—in relation to the actual production in Italy—would
not have existed, but only the fact of imaginary underproduction in
Italy; imaginary because it [XIII-724] presupposes a capital in
Italy and a development of the productive powers that does not
exist there, and secondly because it makes the equally utopian

2 Marx uses an English word in parenthesis after a German one.— Ed.
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assumption, that this capital which does not exist in Italy, has been
employed in exactly the way required to make ENcLisH suppLy AND
Itavian pemanp, English and Italian production, complementary to
each other. In other words, this means nothing but: there would
be no overproduction, if demand and supply corresponded to
each other, if the capital were distributed in such proportions in
all spheres of production, that the production of one article
involved the consumption of the other, and thus its own
consumption. There would be no overproduction, if there were no
overproduction. Since, however, capitalist production can allow
itself free rein only in certain spheres, under certain conditions,
there could be no capitalist production at all if it had to develop
simultaneously and evenly in all spheres. Because absolute over-
production takes place in certain spheres, relative overproduction
occurs also in the spheres where there has been no overproduc-
tion.

This explanation of overproduction in one field by underpro-
duction in another field therefore means merely that if production
were proportionate, there would be no overproduction. Ditto, if
demand and supply corresponded to each other. Ditto, if all
spheres provided equal opportunities for capitalist production and
its expansion—division of labour, machinery, export to distant
markets, etc., including mass production, if all countries which
traded with one another possessed the same capacity for produc-
tion (and indeed for different and complementary production).
Thus overproduction takes place because all these pious wishes are
not fulfilled. Or, in even more abstract form: There would be no
overproduction in one place, if overproduction took place to the
same extent everywhere. But there is not enough capital to
overproduce so universally, and therefore there is [no] universal
overproduction. Let us examine this fantasy more closely:

It is admitted that there can be overproduction in each particular
TrabE. The only circumstance which could prevent overproduction
in all [trades] simultaneously is, according to the assertions made,
the fact that commodity exchanges against commodity—i.e.
REcOURSE [is taken] To THE suprosep conditions orF BarTER. But this
loop-hole is blocked by the very fact that Trabe is not Barter, and
that therefore t