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Introduction

When Volume 1 of Capital was first published, capitalist industry,
though predominant in a few Western European countries, still
appeared as an isolated island encircled by a sea of independent
farmers and handicraftsmen which covered the whole world, in-
cluding the greater part even of Europe. What Marx’s Capital
explained, however, was above all the ruthless and irresistible im-
pulse to growth which characterizes production for private profit
and the predominant use of profit for capital accumulation. Since
Marx wrote, capitalisttechnology and industry have indeed spread
all over the world. As they have done so, moreover, not only have
material wealth and the possibilities for freeing mankind de-
finitively from the burden of meaningless, repetitive and mechani-
cal work increased, but so too has the polarization of society
between fewer and fewer owners of capital and more and more
workers of hand and brain, forced to sell their labour-power to
these owners. The concentration of wealth and power in a small
number of giant industrial and financial corporations has brought
with it an increasingly universal struggle between Capital and
Labour.

Periodically the bourgeois class and its ideologues have thought
they have found the stone of wisdom; have felt able, accordingly,
to announce the end of crises and socio-economic contradictions
in the capitalist system. But despite Keynesian techniques, :not-
withstanding all the various attempts to integrate the worklng
class into late capitalism, for over a decade now the system:has
appeared if anything more crisis-ridden than when Marx wrote
Capital. From the Vietnam war to the turmoil of the world
monetary system; from the upsurge of radical workers’ struggles in
Western Europe since 1968 to the rejection of bourgeois; values and
culture by large numbers of young people throughout the world;
from the ecology and energy crises to the recurrent economic re-
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cessions: there is no need to look very far for indications that
capitalism’s heyday is over. Capital explains why the sharpening
contradictions of the system were as inevitable as its impetuous
growth. In that sense, contrary to a generally accepted belief, Marx
is much more an economist of the twentieth century than of the
nineteenth. Today’s Western world is much nearer to the ‘pure’
model of Capital than was the world in which it was composed.

I. THE PURPOSE OF CAPITAL

In Capital Marx’s fundamental aim was to lay bare. the laws of
motion which govern the origins, the rise, the development, the
decline and the disappearance of a given socia] form of economic
mg\mversal laws of economic organization. Indeed one of the
essential theses-of Capital is that no such laws exist. For Marx,
thereare no economiclawsvalid for each and every basically differ-
ent form of society (aside from trivialities like the formula which
points out that no society can consume more than it produces with-
out reducing its stock of wealth — whether the natural fertility of
the land, the total population, the mass of means of production, or
several of these). Each specific social form of economic organiza-
tion has its own specific economic laws. Capital limits itself to
examining those which govern the capitalist mode of productjon.
Capital is therefore not ‘pure’ economic theory at all. For Marx,
‘pure’ economic theory, that is economic theory which abstracts
from a specific social structure, is impossible. It would be similar
to ‘pure’ anatomy, abstracted from the specific species which is to
be examined. We can push the analogy further. Although, of
course, comparative anatomy is a branch of natural science,
useful for increasing our knowledge of human and animal physio-
logy, it can be only a by-product of the development of ‘the
anatomical understanding of specific given species. In. the same
way, Marx’s theory of historical materialism does indeed include
comparative economic analysis — for example an examination of
the evolution of human labour, human labour productivity, social
surplus product and economic growth, from slave society through
feudalism to capitalism. But such comparison can result only from
the analysis of specific modes of production, each with its own"
economic logic and its own laws of motion. These cannot be
superseded by or subsumed under ‘eternal’ economiclaws. We can
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even push the analogy to its final conclusion. If one tries to find
some basic common kernel in ‘all’ anatomy, one leaves the realm
of that specific science and enters another: biology or bio-
chemistry. In the same way, if one tries to discover basic working
hypotheses valid for ‘all’ economic systems, one passes from the
realm of economic theory to that of the science of social structures:
historical materialism.

In this way, Marx’s economic theory and its crowning work
Capital are based upon an understanding of the relativity; social
determination and historical limitation of all economic laws. In the
socio-economic development of mankind, commodity production,
market economy or the distribution of social resources among
‘different branches of production by ‘objective economic laws’
operating ‘behind the back of the producers’ do not correspond
to ‘“human nature’, have not always existed and will not always
exist. Capital, explamlng the origins of the capitalist mode of pro-
duction, points towards the mevitable historical decline and fall of
this same socxal—system An economic theory based upon the
historical relativity of every economic system, its strict limitation
in time, tactlessly reminds Messrs the capitalists, their hangers-on
and their apologlsts that capitalism itself is a product of of history. It
will perlsh in due course as it once was born. A new socialform of
economic organization will then take the place of the capitalist
one: it will function according to other laws than those which
govern the capitalist economy.

Nevertheless, Capital does not deal exclusively with the capltallst
mode of productlon, although the discovery of the laws which
govern ‘this mode of productlon “is it fundamrentsl “objective.
Capitalist production is generallzed commodity prodiiction.
Generalized commodity production fully unfolds trends and con-
tradictions which are latent in every one of its basic ‘cells’, the
commodities. It is no accident that Marx starts Capital Volume: 1
with an analysis neither of ‘the capitalist mode of production?,
nor of capital, nor of wage-labour, nor even of the relations’
between wage-labour and capital. For it is impossible to analyse
any of these basic concepts or categories — which correspond to the
basic structure of capitalist society — scientifically, totally -and
adequately without a previous analysis of value, exchange-value
and surplus-value. But these latter categories in turn hinge upon an
analysis of the commodity and of commodity-producing labour..

Just as surplus-value and capital emerge logically ffom an
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analysis of value and exchange-value, so too does the capitalist
mode of production emerge historically from the growth of com-
modity production: without simple commodity production no
capitalism can come into existence. Capital, the Grundrisse and
the other basic economic writings of Karl Marx therefore include
many analyses of simple commodity production, a form of pro-
duction which existed in manifold ways for nearly 10,000 years
before modern capitalism was born, but which found its fullest
flowering only between the thirteenth and sixteenth centuries A.D.
in the Low Countries, northern Italy, and later Britain (and to a
lesser degree in Japan before the Meiji revolution).

Objections have been advanced - by early Russian Marxist
authors like Bogdanov, by later commentators like Rubin and by
contemporary Marxists like Lucio Colletti and Louis Althusser* -
to the view, originating with Engels and held by Rosa Luxemburg,
to which I subscribe,? that Marx’s Capital provides not only a
basic analysis of the capitalist mode of production, but also
significant comments upon the whole historical period which in-
cludes essential phenomena of petty commodity production. These
objections, however, are based upon a double confusion. It is true
that the capitalist mode of production is the only social organi-
zation of the economy which implies generalized commodity pro-
duction. It would thus be completely mistaken to consider, for
example, Hellenistic slave society or the classical Islamic Empire -
two forms of society with strongly developed petty commodity
production, money economy and international trade — as. being
ruled by the ‘law of value’. Commodity production in these pre-
capitalist modes of production is intertwined with, and in the last
analysis subordinated to, organizations of production (in the first

1. I. 1. Rubin, Essays on Marx's Theory of Value, Detroit, 1972, pp. 254-6;
Lucio Colletti, Marxism and Hegel, NLB, London, 1973, pp. 131-2; Louis
Althusser, ‘The Object of Capital’, in Reading Capital, NLB, London, 1970,
pp. 113-17, 124-6. There is also a very illuminating remark by Marx himself,
from ‘Chapter 6’ of Capital, Vol. 1 (see Appendix to this volume): ‘Neverthe-
less, within certain limits both goods and money were circulated and hence.
there was a certain evolution of trade: this was the premiss and point of de-
parture for the formation of capital and the capitalist mode of production’
(pp. 1059-60 below).

2. Karl Marx, Capital, Moscow, 1962, Vol. 3, pp. 172-4; Frledrlch Engels,
‘Law of Value and Rate of Profit’, ibid. (appendlx) pD. 873 6; Rosa Luxem-
burg, Einfiihrung in die Natxonalokonomze, Berlin, 1925, pp. 199-232; Ernest
Mandel, Marxist Economic Theory, London, 1969, Vol. 1, pp. 65-8.
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place agricultural production) of a clearly non-capitalist nature,
which follow a different economic logic from that which governs
exchanges between commodities or the accumulation of capital.

But this in no way implies that in societies in which petty com-
modity production has already become the predominant mode of
production (that is where the majority of the producers are free
peasants and free handicraftsmen who own and exchange the
products of their labour), the laws governing the exchange of com-
modities and the circulation of money do not strongly influence
the economic dynamic. Indeed, it is precisely the unfolding of the
law of value which leads in such societies to the separation of the
direct producers from their means of production, although a whole
series of social and political developments influences this birth-
process of modern capitalism, hastening it, slowing it down, or
combining it with trends going in different directions.

On the other hand, if it is true that fully-fledged ‘economic
accounting based upon quantities of socially equalized labour’
comes into its own only under capitalism, and this only as an objec-
tive economic law and not as conscious decisions of owners of
commodities, it does not follow at all from this statement that
‘labour quantities accounting’ cannot begin to appear in pre-
capitalist societies, in which commodity production becomes a
regular institution. Indeed, it is precisely when petty commodity
production is already largely developed, but at the same time still
intertwined with traditjonal forms of ‘natural’ economic organi-
zation, which imply conscious allocations of economic resources
and social labour between different forms of production (through
-customs, habits, rites, religion, deliberation of elders, assemblies of
participants etc.), that the need for a conscious accounting of
‘labour quantities’ can and must appear, in order to avoid basic
injustices and inequalities in social organizations still based upon a
high degree of social equality and coherence. I have tried to prove
by empirical data that this has in fact been the case, at dlﬁ'erent»
historical periods, in different parts of the world.?

This does not mean that the ‘law of value’ is a *product of prc-.
capitalist hlstory Nor does it mean that such still relatively pri-
mitive societies were burdened with the same manic pursuit of
material rewards, and measurement of labour-time expenditure
down to fractions of seconds, as our own; for these are, indeed,
‘pure’ products of bourgeois society. It only means that the em-

3. Mandel, op. cit., pp. 59-65.
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bryonic forms of the ‘law of value’ can be discovered in the em-
bryonic developments of commodity production, just as the
‘elementary cell’ of capital, the commodity, contains in an em-
bryonic way all the inner qualities and contradictions of that social
category. To deny this historical dimension of Marx’s analysis is
to transform the origins of capitalism into an insoluble mystery.

One could argue that this is rather a moot point for economists,
interesting only for anthropologists, ethnologists or historians. But
its implications are in fact extremely far-reaching. By stating that
the analysis of the laws of motion governing the capitalist mode of
production necessarily includes at least some essential elements of
an analysis of economic phenomena valid for the whole historical
epoch encompassing economic organizations in which commodity
production exists, one extends the validity of parts of Marx’s
Capital not only into the past but also into the future. For pheno-
mena of commodity production obviously survive, at least par-
tially, in those societies in which the rule of capital has already been
overthrown, but which are not yet fully-fledged classless, that is
socialist, sometles the USSR and the People’s -Republics of
Eastern Europe, China, North Vietnam, North Korea and Cuba.
Capital is no more a guide to understanding the laws of fotion of
these societies than it is a guide to understanding the laws of
motion of developed late medieval society based upon petty com-
modity production. But it can tell us a lot about the dynamics (and
disintegrating logic) of commodity production and money
economy in such non-capitalist societies, and the contradictions
which these introduce into the specific and ‘pure’ laws of motion
of the latter.

If Capital is not a treatise on eternal economic laws, does it at
least contain a science of the capitalist economy? Some Marxists,
in the first place the German Karl Korsch, have denied this.* For
them - as for so many bourgeois critics of Marx —. Capital is es-
sentially an instrument for the revolutionary overthrow of capital-
ism by the proletariat. According to them, it is impossible to
separate the ‘scientific’ content of Capital from its ‘revolutionary’ .
intention, as s the Austro- Geérman Marxist Rudolf Hilferding tried
to do.® This contention overlooks a basic distinction which Marx
and Engels introduced between utopian and scientific socialism.
Marx remained indeed a revolutionary during the whole of his

4. Karl Korsch, Marxism and Philosophy, NLB, London, 1970, pp. 54-60-.
S. Rudolf Hilferding, Das Finanzkapital, YVienna, 1923, p. x.
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adult life after 1843. But he considered it essential to base socialism
(communism) upon a scientific foundation. The scientific analysis

of the.capitalist mode of production was to be the cornerstone of
that fi oundation, §How1ng why and how capltahsm ‘created, through
its own developmient, the economic, material and social pre-
conditions for a society of associated producers. In that sense,
Marx strove, not indeed in contradiction to, but precisely as a
function of this intention, to analyse capitalism in an Ob_]f:CthC and
strictly scientific way. In other words, he did not simply give vent to
an aggressive hostility towards a particular form of economic
organization, for reasons of revolutionary passion and compassion
for. the downtrodden and oppressed; nor, it hardly needs to be
said, was he motivated by personal spite, material failure or
psychotic imbalance. Marx sought to discover objective laws of
motion. There was nobody — not even the typical bourgeois
Spiesser — whom he despised more than the man with scientific
pretensions who nevertheless deliberately twists empirical data or
falsifies research results to suit some subjective purpose. Precisely
because Marx was convinced that the cause of the proletariat was
of decisive importance for the whole future of mankind, he wanted
to create for that cause not a flimsy platform of rhetorical in-
vective or wishful thinking, but the rock-like foundation of scienti-
fic truth.

2. THE METHOD OF CAPITAL

The purpose of Capital is itself a clear reminder of the method of
knowledge applied by Marx to his main work: the method of the
materialist dialectic. Marx left no doubt that this was indeed how
he himself understood his labours. In a letter sent to Maurice
Lachaétre, the editor of the first French edition of Capital Volume 1,
he insisted on the fact that he was the first person to have applie'd
this method to the study of. economic problems.® Again in_his
own postface to the second German edition of Capital Volume 1,
Marx specified this use of the dialectical method as the dj Jfferentza
-specifica of Capital, which distinguished it from all other economic
analyses.’

6. Marx, letter to Maurice Lachitre of 18 March- 1872; see ‘Preface to the
French Edition’, p. 104 below.
7. See below, pp. 102-3.
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When the dialectical method is applied to the study of economic
problems, economic phenomena are not viewed separately from
each other, by bits and pieces, but in their inner connection as an
integrated totality, structured around, and by, a basic predominant
mode of production. This totality is analysed in all its aspects and
manifestations, as determined by certain given laws of motion,
which relate also to its origins and its inevitable disappearance.
These laws of motion of the given mode of production are dis-
covered to be nothing but the unfolding of the inner contradictions
of that structure, which define its very nature. The given economic
structure is seen to be characterized at one and the same time by
the unity of these contradictions and by their struggle, both of
which determine the constant changes which it undergoes. The
(quantitative) changes which constantly occur in the given mode
of production, through adaptation, integration of reforms and
self-defence (evolution), are distinguished from those (qualitative)
changes which, by sudden leaps, produce a different structure, a
new mode of production (revolution).

Marx clearly opposes his own dialectical method of investi-
gation and knowledge to that of Hegel, although he never hesi-
tates to recognize his debt of gratitude to the German philosopher
who, spurred on by the French Revolution, catapulted dialectical
thought back into the modern world. Hegel’s dialectics were ideal-
ist: the basic motion was that of the Absolute Idea; material reality
was only the outward appearance of ideal essence. For Marx, on
the contrary, the dialectic is materialist, ‘the ideal is nothing but
the material world reflected in the mind of man, and translated
into forms of thought’.® The basic laws of motion of history are
those of real men, themselves producing their own material exis-
tence in a given social framework. The development of thought
corresponds in the final analysis to that basic movement, and re-
flects it, albeit through many mediations. Thus the scientific
thought process through which Marx came to understand the
operations of the capitalist mode of production was itself a pro-
duct of that mode of production, of bourgeois society and, its
contradictions. Only secondarily can it be seen as a product of the
development of many human sciences and ideologies: classical
German philosophy; English political economy; French historio-
graphy and political science; pre-Marxian socialism. Only the

8. ibid., p. 102
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growth of bourgeois society and its contradictions, above all the
struggle between capital and labour, enabled Marx to assimilate,
combine and transform these sciences in the specific way and the
specific direction he did. Nevertheless, while the materialist dia-
lectic 1s Hegel’s (idealist) dialectic ‘ turned right side up again’, both
have basic common traits. Dialectics as the logic of motion presup-
poses that a// motion, all evolution, whether of nature, society or
human thought,adopts certain general forms which are called ‘dia-
lectical’.® Engels and Lenin both saw, in the very way in which
Capital Volume 1 was constructed, a striking application of this
general dialectical method; thus Lenin wrote that although Marx
had never written his projected short treatise on dialectics, he had
neverthelessleft us Capital, which is the application of the material-
ist dialectic in the field of economic phenomena.!®

" Precisely because Marx’s dialectic is a materialist one, however,
it does not start from intuition, preconceptions or mystifying
schemes, but from a full assimilation of scientific data. The method
of investigation must differ from the method. of exposition.
Empirical facts have to be gathered first, the given state of know-
ledge has to be fully grasped. Only when this is achieved can a
dialectical reorganization of the material be undertaken in order to
understand the given totality. If this is successful, the result is a
‘reproduction’ in man’s thought of this material totality: the
capitalist mode of production.

The main danger for any scientist involved in the study of social
phenomena is that of taking anything for granted, of ‘problem-
blindness’. The distinction between appearance and essence, which
Marx inherited from Hegel'! and which is part and parcel of the
dialectical method of investigation, is nothing but a constant
attempt to pierce farther and farther through successive layers of
phenomena, towards laws of motion which explain why these
phenomena evolve in a certain direction and in certain ways. Con-

9. Engels, letter to Conrad Schmidt of 1 November 1891, in Marx/Engels,
Selected Correspondence, Moscow, 1965, p. 439. . b

10. Lenin, ‘Plan of Hegels Dialectics (Logic)’, Collected Works, Vol. 38, *
p. 319. ST

11. “There it will be seen what the philistine’s and vulgar economist’s way of
looking at things stems from, namely, from the fact that it is only the direct
form o f manifestation of relations that is reflected in their brains and not their
inner connection. Incidentally, if the latter were the case what need would
there be of science ?’ (letter from Marx to Engels, 27 June 1867, Selected Cor-
respondence, p. 191). See also Capital, Vol. 3, p. 307.
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stantly searching for questions — calling into question! — where
others only see ready-made answers and vulgar ‘evidence’: this is
certainly one of Marx’s main meritsas a revolutionary innovator in
economic science.

But for Marx, the materialist dialectician, the distinction be-
tween ‘essence’ and ‘appearance’ in no sense implies that ‘ap-
pearance’ is less ‘real’ then ‘essence’. Movements of value deter-
mine in the last analysis movements of prices; but Marx the
materialist would have laughed at any ‘Marxist’ who suggested
that prices were ‘unreal’, because in the last analysis determined by
value movements. The distinction between ‘essence’ and ‘ap-
pearance’ refers to different levels of determination, that is in the
last analysis to the process of cognition, not to different degrees of
reality. To explain the capitalist mode of production in its totality
it is wholly insufficient to understand simply the ‘ basicessence’, the
‘law of value’. It is necessary to integrate ‘essence’ and ‘appear-
ance’ through all their intermediate mediating links, to explain
how and why a given ‘essence’ appears in given concrete forms and
not in others. For these ‘appearances’ themselves are neither ac-
cidental nor self-evident. They pose problems, they have to be
explained in their turn, and this very explanation helps to pierce
through new layers of mystery and brings us again nearer to a full
understanding of the specific form of economic organization which
we want to understand. To deny this need to reintegrate ‘essence’
and ‘appearance’ is as ‘un-dialectical and as mystifying as to
accept ‘appearances’ as they are, without looking for the basic
forces and contradictions which they tend to hide from the super-
ficial and empmclst observer.

The way in which Capital starts w1th an analysis of the basic
categories of commodity production, with the ‘basic unit’ (funda-
mental cell) of capitalist economic life, the commodity, has often
been cited as a model application of this materialist dialectic. Marx
himself makes it clear that he does not start from a basic concept ~
value — but from .an elementary material phenomenon - the
commodity — which is at the basis of capitalism, as the only econo-
mic organization based upon generalized commodity production.!?
It is therefore correct but incomplete, strictly speaking, to say that
Marx’s method consists of ‘rising from the abstract to the con-

12, Karl Marx, ‘Randglossen zu A. Wagners “Lehrbuch der politischen
Oekonomie ”’, MEW 19, pp.-364, 368-9 (English translation in Theoretical
Practice, No. 5, London, 1972).

\
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crete’.!3 In fact, he starts from elements of the material concrete
to go to'the theoretical abstract, which helps him then to reproduce
the concrete totality in his theoretical analysis. In its full richness
and deployment, the concrete is always a combination of in-
numerable theoretical ‘abstractions’. But the material concrete,
that is, real bourgeois society, exists before this whole scientific
endeavour, determines it in the last instance, and remains a con-
stant practical point of reference to test the validity of the theory.
Only if the reproduction of this concrete totality in man’s thought
comes nearer to the real material totality is thought really scien-
tific. At first sight, the movement which dominates Capital
Volume 1 appears as a movement of economic ‘categories’, from
the commodity and its inner contradictions to the accumulation of
capital and its breakdown. The question has often been asked: is
this movement just an abstract synopsis of the ‘essence’ of
capitalism, or is it a greatly simplified reflection of real economic
development, that is, the real history leading from the first ap-
pearance of commodity production up to full-scale capitalist pro-
duction in the West, purified of all secondary and combined
forms which would only obscure the basic nature of this move-
ment?

It is impossible to answer this question simply with a ‘yes’ or a
‘no’. Commodities produced accidentally in pre-capitalist socie-
ties, at the very margin of the basic processes of production and
consumption, obviously cannot trigger off the striking and ter-
rifying logic of the ‘law of value’ which Marx majestically unfolds
in Capital. Commodity production as a basic and dominant
feature of economic life presupposes capitalism, that is a society in
which labour-power and instruments of labour have themselves
become commodities. In that sense it is true that the analysis of
Volume 1 of Capital is logical (based upon dialectical logic) and
not historical. :

13. Marx, Grundrisse, Pelican Marx Library, p. 101. See on the contrary.
Lenin (op. cit., p. 171): “Thought proceeding from the concrete to the abstrict
.. . does not get away from the truth but comes closer to it." In his comments
on the three volumes of Capiral written in the early thirties, D. I. Rosenberg
makes the interesting point that Marx’s abstractions are in their turn concrete,
inasmuch as they are related to a concrete economic formation and as they
are historically determined. They areneither arbitrary nor a priori abstractions,
(See the Spanish translation of the original Russian text, published by Semi- .
nario de ‘El Capital’, Escuela Nacional de Economia, UNAM, Mexico, ’
Cuaderno I, p. 46.) '
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Butdialecticsimplythatevery phenomenon has an origin and an
end, that nothing is either eternal or finished once and for all.
Hence the historical cell of capital is at the same time the key to
the logical analysis of capital: phylogenesis and embryology can-
not be completely separated. Within capital accumulation in
contemporary everyday capitalist life, some aspects of primitive
capital accumulation are reproduced: without that primitive
capital accumulation, there would be no capitalist mode of pro-
duction. So the logical analysis does reflect some basic trends of
historical development after all. The simplest forms of appearance
of the ‘economic categories’ (which are just forms of material
existence, of material reality as perceived and simplified by the
human mind) are often also their primitive, that is their original,
form. However controversial this interpretation may be, it is
difficult to deny that this unity of historical and logical analysis is
the way in which Marx and Engels understood their own method. 14

A whole literature hasbeen produced, from Bernstein to Popper
and on to contemporary academic economists, on the subject of
the ‘useless’, ‘metaphysical’ or even ‘mystifying’ nature of the
dialectical method which Marx borrowed from Hegel.!> The
positivist narrowness of outlook of these critics themselves gener-
ally bears eloquent testimony to the contrary, that is to the broad
historical vision and the piercing lucidity which the dialectical
method helped Marx to achieve. Thanks to that method, Marx’s
Capital appears as a giant compared to any subsequent or contem-
porary work of economic analysis. It was never intended as a
handbook to help governments to solve such problems as balance-
of-payments deficits, nor yet as a learned, if somewhat trite, ex-
planation of all the exciting happenings in the market place when

14. See on this and related subjects, among others: Otto Morf, Geschichte
und Dialektik in der politischen Oekonomie, Frankfurt, 1970; Evald Vasiljevic
Iljenkov, La dialettica dell’ astratto e del concreto nel Capitale di Marx, Milan,
1961 ; Karel Kosik, Die Dialektik des Konkreten, Frankfurt, 1967; Jindfich
Zeleny, Die Wissenschaftslogik und ‘Das Kapital’, Frankfurt, 1969; Leo
Kofler, Geschichte und Dialektik, Hamburg, 1955, etc.

15. For example, Eugen von Bséhm-Bawerk, Karl Marx and the Close of
his System, New York, 1949, p. 117; Eduard Bernstein, Die Voraussetzungen
des Sozialismus und die Aufgaben der Sozialdemokratie, Stuttgart, 1899, pp.
51-71; Karl Popper, The Open Society and its Enemies, London, 1962, Vol.
2, p. 82; Vassily Leontief, ‘The Significance of Marxian Economics for
Present-Day Economic Theory’, American Economic Review Supplement,
March 1938, reprinted in Horowitz, Marx and Modern Economics, London,
1968, p. 95, etc.
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M Smith finds no buyer for the last ofhis 1,000 tons of iron. It was
intended as an explanation of what would happen to labour,
machinery, technology, the size of enterprises, the social structure
of the population, the discontinuity of economic growth, and the
relations between workers and work, as the capitalist mode of pro-
duction unfolded all its terrifying potential. From that point of
view, the achievement is truly impressive. It is precisely because of
Marx’s capacity to discover the long-term laws of motion of the
capitalist mode of production in its essence, irrespective of
thousands of ‘impurities’ and of secondary aspects, that his long-
term predictions — the laws of accumulation of capital, stepped-up
technological progress, accelerated increase in the productivity and
intensity of labour, growing concentration and centralization of
capital, transformation of the great majority of economically
active people into sellers of labour-power, declining rate of profit,
increased rate of surplus value, periodically recurrent recessions,
inevitable class struggle between Capital and Labour, increasing
revolutionary attempts to overthrow capitalism — have been so’
strikingly confirmed by history.16

This judgement has generally been challenged on two grounds.
‘The easiest way out for critics of Marx is simply to deny that the
laws of motion of the capitalist mode of production which he dis-
covered have been verified at all. This is generally done by re-
ducing them to a couple of misstated and oversimplified formulae
(see below): ‘progressive immiseration of the working class’ and

‘ever-worsening economic crisis’.!” A more sophisticated objec--

16. ‘However jmportant these technical contributions to the progress .of
econoinic theory in the present-day appraisal of Marxian achievements, they
are overshadowed by his brilliant analysis of the long-term tendencies of the
-capitalist system. The record is indeed impressive : increasing concentration of
wealth, rapid elimination of small and medium-sized enterprise, progressive
limitation of competition, incessant technological progress accompanied by-
the ever-growing importance of fixed capital, and, last but not least, the un-
diminishing amplitude of recurrent business cycles — an unsurpassed series:of
prognostications fulfilled, against which modern economic theory with all its
refinements has little to show indeed.” (Leontief, op. cit., p. 94.)

17. A classical example of such over simplification is given by Paul Samuel-
son. He reduces the laws of motion of the capitalist mode of production to
two (!): ‘the i miseration of the working class’, and ‘the growing mono-
polization under capitalism’, and concludes on the first that ‘it simply never
took place’, while declaring on the second that ‘for thirty years Marx seemed
to have been right in this prophecy, even though for the next seventy years he
does not seem to be borne out by the most careful researches on industrial
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tion was advanced by Karl Popper, who denied the very possibility,
or rather the scientific nature, of such ‘laws’, calling them ‘un-
conditional historical prophecies’ to be clearly distinguished from
‘scientific predictions’. ‘Ordinary predictions in science, says
Popper, ‘are conditional. They assert that certain changes (say, of
the temperature of water in a kettle) will be accompanied by other
changes (say the boiling of the water).’*® Popper denies the scienti-
fic nature of Capital by asserting that, unlike scientific theories, its
hypotheses cannot be scientifically tested.!®

This is obviously based upon a misunderstanding of the very
nature of the materialist dialectic, which, as Lenin pointed out,
requires constant verification through praxis to increase its cogni-
tion content.?? In fact, it would be very easy to ‘prove’ Marx’s
analysis to have been wrong, if experience had shown, for example,
that the more capitalist industry develops, the smaller and smaller
the average factory becomes, the less it depends upon new tech-
nology, the more its capital is supplied by the workers themselves,
the more workers become owners of their factories, the less the
part of wages taken by consumer goods becomes (and the greater
becomes the part of wages used for buying the workers’ own
means of production). If, in addition, there had been decades with-
out economic fluctuations and a full-scale disappearance of trade
unions and employers’ associations (all flowing from the dis-
appearance of contradictions between Capital and Labour, inas-
much as workers increasingly become the controllers of their own
means and conditions of production), then one could indeed say
that Capital was so much rubbish and had dismally failed to pre-
dict what would happen in the real capitalist world a century after
its publication. It is sufficient to compare the real history of the

concentration’. Everything is then capped by the final statement that Marx
thought there was an ‘ inevitable law of capitalist development that the business
cycle should be getting worse and worse” and that this. was not true either
(Paul A. Samuelson, ‘Marxian Economics as Economics ’, American Economic
Review, Vol. 57 (1967), pp. 622-3).

18. Karl K. Popper, ‘Predictions and Prophecy in the Social Sciences’, in
lc‘gt)ét:{ectug%sg and Refutations ~ The Growth o f Scientific Knowledge, London,

> P M

19. Popper, The O pen Society and its Enemies, Vol. 2, the whole of Chapter
23, especially p. 210.

20.' Lenin, op. cit., p. 319: “All these moments (steps, stages, processes) of
cognition move in the direction from the subject to the object, being tested in
practice and arriving through this test at truth ...’
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period since 1867 on the one hand with what Marx predicted it
would be, and on the other with any such alternative ‘laws of
motion’, to understand how remarkable indeed was Marx’s
theoretical achievement and how strongly it stands up against the
experimental test of history.?!

3. THE PLAN OF CAPITAL

Capital wasnot the result of spontaneous generation nor was it the
product of a sudden interest of Marx in economic problems. Ever
since this doctor in philosophy (Jena, 1841) had become a com-
munist in the course of the eighteen-forties under the pressure of
current experience with social problems (the treatment of wood-
thieves in the Rhine provinces of Prussia; the uprising of the
Silesian textile workers; thestrikes in England; the class struggle in
France), he had turned towards economic studies. But his first en-
counter with modern political economy (which left its main results
in the Economic and Philosophical Manuscripts, The Poverty of
Philosophy, Wage Labour and Capital and The Communist M ani-
festo) was roughly interrupted by the pressure of external events.
Participating actively in politics, Marx returned from Paris tq
Germany at the outbreak of the revolutionary movement in 1848.
There he founded and directed a daily paper. When counter-
revolutionary reaction submerged Europe after the revolutions
collapsed, heemigrated to London and had tostruggleforhisliveli-
hoed as a journalist. These current pressures, together with the

21. An -amusing aside to this seemingly absurd hypothesis of ‘other’
imaginable laws of motion is provided by Vilfredo Pareto’s critique’ of Marx’s
theory of value. In order to prove that Marx had a built-in petitio principis in
the labour theory of value, Pareto stated that we might as well assume that
the seamstress hires her machine, and her own subsistence, which would then
lead to the conclusion that the machine has ‘produced’ the surplus-value
(‘Introduction a K. Marx Le Capital, extraits faits par P. Lafargue’, in
Marxisme et économie pure, Geneva, 1966,pp.47-8). Leaving aside the fact that
his example ‘proves’ nothing of the kind, it is significant what this counter-
model implies: that workers hire their own means of production and, ds:a
result of this, own the products of their labour, sell them on the market,: and
thereby appropriate the profits (surplus-value) produced in the course of the
process of production. Now it is evident that this has in no way been the pre-
dominant trend of industrial development in the last 150 years. But, even at
the end of the nineteenth century, the question seemed so ‘open’ in Pareto’s
mind that he could advance such an hypothesis without being struck by its
evident absurdity. This all the more underlines the profundity of Marx’s in-.
sight into the operations of capitalism.
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burden of émigré politics in London, delayed the possibility of a
systematic presentation of his economic theory for a whole decade.

Only when, through Lassalle, a publisher pressed him to explain
his economic ideas in a fully-fledged way did he return to a full-
scale encounter with Adam Smith and Malthus, Ricardo and J.-B.
Say, Simonde de Sismondi and Tooke, together with the famous
British government Blue Books which were to become an in-
valuable source of factual material about the conditions of British
industry, trade, finance and working-class life. The systematic
study of economic facts and thoughts about capitalism, resumed
by Marx around 1857, produced the following works:

(a) a first rough draft of Capital, published posthumously under
the title Grundrisse der Kritik der politischen Oekonomie (Founda-
tions of the Critique of Political Economy), written in 1857-8;

(b) the uncompleted book Zur Kritik der politischen Oekonomie
(A Contribution to the Critique of Political Economy), published
in 1859;

(c) the 1861-3 manuscripts, twenty-three enormous notebooks,
from which Kautsky extracted Theories of Surplus-Value (also
known as Volume 4 of Capiral). This however encompasses only
notebooks vi-xv inclusive. Notebooks 1-v deal with matters
generally encompassed in Capital Volume 1; notebooks xviI,
xvirand xviIir deal with matters in Capital Volume 3; notebooks
XIX-XXIII again deal with matters related to Capital Volume 1,
and include a lengthy treatment of the history of techniques and
the use of machines under capitalism;

(d) a manuscript of 1864-5, mostly dealing with matters taken up
in Capital Volume 3;

(e) four manuscripts written between 1865 and 1870, from which
Engels extracted most of the material for Capital Volume 2;

(f) the final version o f Capital Volume 1, writtenin 1866-7.

Of the six basic economic writings of the mature Marx, Volume.
1 is therefore the only one which the author completed and edited
himself, and of which he even made available corrected editions in
German and in French.?? Volumes 2 and 3 of Capital, left un-

22. The two most accurate, scientific editions of Capital Vol. 1 are that of
the Institute for Marxism-Leninism of the Central Committee of the SED
(MEW 23) and that of H. J. Lieber and Benedikt Kautsky (Stuttgart, 1962),
both of which indicate the variations of the text between the various German
editions and the French edition edited by Marx and Engels themselves. The
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finished, were posthumously and laboriously published by Marx’s
life-long friend Friedrich Engels. Theories of Surplus-Value was
rearranged and published by Kautsky. The Grundrisse was pre-
sented to the publicfor the first time only in 1939. A considerable
part of the 1861-3 manuscripts still remains unpublished.

The initial plan of Capital was drawn up in 1857; the final plan
dates from 1865-6. Between these two dates there lay nine years of
intense study, especially in the British Museum, realized under
very difficult circumstances. Marx was burdened by constant
financial troubles; by the illness and death of three of his children,
among them his beloved son Edgar; and by his growing re-
involvement in current political and .social studies, especially
through his activity in the International Working Men’s Associa-
tion (the so-called First International). The need to answer a sharp
and slanderous attack by a German political opponent, a certain
Herr Vogt, cost Marx nearly half a year’s delay in the production
of Capital Volume 1. Finally, illness and bad health became in-
creasing obstacles. He himself spoke sarcastically of his ‘car-
buncles’, the effects of which the bourgeoisie would not forget for
a long time. But in fact it is his strikingly stoical attitude towards
all the miseries surrounding him, rather than any special bitterness
born from material hardship, that permeates his mature work.

From the beginning, Marxwanted to present anall-roundanalysis
of capitalism in its totality. The initial plan of Capital already
bears witness to this intention and reads as follows:

1. Volume on Capital
(a) Capital in general
(1) Process of production of capital
(2) Process of circulation of capital
(3) Profit and interest
(b) On competition
(c) On credit
(d) On joint stock companies
2. Volume on landed property

Lieber edition is somewhat more complete, because it indicates all these
variations in the text itself. I have counted at least one hundred textual varia-
tions in the Lieber edition, some of which are important, but only a few
sufficiently so to be mentioned in this introduction. [The present translation
was made from M E W 23. Significant divergences between this and the earlier
editions in German and French are indicated in the text.]
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3. Volume on wage labour
4. Volume on the State
S. Volume on international trade
"6. Volume on the world market and crises??

The 1865-6 version of Capital, however, fallsinto four volumes:

Volume 1: Process of production of capital
Volume 2: Process of circulation of capital
Volume 3: Forms of the process in its totality
Volume 4: History of the theory

Roman Rosdolsky, who has made the most extensive study to date
of this problem, has isolated no less than fourteen different ver-
sions of the plan for Capital between September 1857 and April
1868.24 '

Two questions are raised by these chariges. First, why did Marx
modifyhisinitial plan, and what implications do the modifications
have for an understanding of Marx’s method and for the content of
Capital? Second, does the 1865-6 version imply that the four
volumes which we possess today represent the full — although in
the case of all save the first volume unedited — work as finally
intended by Marx? The answer to each of those questions has
.many interesting implications both for the discussion of Marx’s
economic theory itself and for the light it throws on the contri-
butions made by some of his gifted followers and disciples.

In fact, what we today call Capital is the third attempt by Marx
to present his views on the capitalist mode of production in its
totality. The first attempt, the Grundrisse of 1857-8, follows
exactly the initial plan of Capital, but stops at point 1 (a) (3) of
that plan. The second attempt, dating from 1861-3, is still un-
published, except for the part on Theories of Surplus-Value. The
third attempt is the 1865-6 one, of which we have Volumes 1-4.
We know that, as early as January 1863, Marx had already decided
to deal with land rent as an element of distribution of total surplus-
value among different sectors of the ruling classes. However, he
still seemed to stick at that time to a separate volume on wage-
labour, a separate volume on landed property, and separate

213. KarlMarx, letter to Engels of 2 April 1858, in Selected Correspondence,
p. 104,

24. Roman Rosdolsky, Zur Entstehungsgeschichte des Marx’schen Kapital,
Frankfurt, 1968, Vol. 1, p. 78.
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volumes on credit, competition and joint-stock companies.?5 The
logic of this plan implied the desire to deal with the basic social
classes of bourgeois society in a separate way: first the industrial
capitalists; then the landowners; finally the proletariat. It implied
also the desire to separate sharply the problems of production of
value, surplus-value and capital from the problems of capitalist
competition, which can only be understood as arising out of pro-
cesses of redistribution of previously produced surplus-value.

However, if this original plan was clearly a necessary stepping
stone towards the final analysis of the capitalist mode of produc-
tion, as Marx’s analysis progressed it proved itself increasingly an
obstacle to a rigorous and consisterit exposé of the laws of motion
of that mode of production. It had therefore to be discarded in the
end. The volume on wage-labour became integrated into Volume 1,
‘The Process of Production of Capital’. It appeared impossible to
deal with wage-labour separately and apart from the production of
surplus-value, that is from the capitalist process of production
(Marx probably intended to deal with the fluctuations of wages in
Volume 6 on the world market and crises). The volume on landed
property became integrated, together with those on profit and
interest, on competition and on joint-stock companies, into the
new Volume 3, which examines key forms of the capitalist mode
of production in its totality, from the point of view of redistri-
bution of the total surplus-value produced among various sectors
of the propertied class.

Looking at this transformation of the initial plan of Capital, we
can, however, also understand what did not change. Volumes 1
and 2 of Capital can still be subsumed under the heading of
‘Capital in General’. Only Volume 3, like the eriginally planned 4,
5 and 6, which were never written, falls under the heading of
‘many capitals’. This means concretely that a certain number of
problems, such as, for instance, the problem of the origin and
mechanics of the ‘trade cycle’ (of capitalist crises of overpro-
duction), have no place in Volumes 1 and 2 and can be dealt with
only when one descends from the highest level of abstraction,
where capital is dealt with in its global relationship to wage-labour,
to an examination of the interactions of various capitals upon each
other. Because she did not take this specific structure of the suc-
cessive volumes of Capital into account, Rosa Luxemburg was

25. Karl Marx, letter to Kugelmann of 28 December 1862, M EW 30, pp.
. 639-40; Theories of Surplus-Value, London, 1969, Part One, p. 404.
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methodologically mistaken in accusing Marx of having constructed
his reproduction schemes of Volume 2 without -solving the
‘realization problem’ or without formulating a theory of crises.?®
I shall return to this interesting problem in my introduction to
Capital Volume 2.

A similar mistake is made by Joan Robinson, in her Preface to
the second edition of An Essay on Marxian Economics, where she
construes a contradiction between the assumptions regarding real
wages of Capital Volume 1 and those of Volume 3. In Volume 1,
she says, Marx assumes that a rising labour productivity leads to
a rising rate of exploitation, whereas in Volume 3 he assumes that
rising labour productivity could lead, through a stable rate of ex-
ploitation, to a rising rate of real wages and a declining rate of
profit.27 Joan Robinson does not understand that Volumes 1 and
3 of Capital are at different levels of abstraction, deal with differ-
ent questions, and make different assumptions in order to clarify
the specific dynamics which allow answers to these questions.

In Volume 1, Marx examines the relations between Capital and
Labour in general, abstracting from the effects of competition
between capitalists on the distribution of surplus-value and on the
variations of real wages. He therefore assumes initially stable real
subsistence wages, in order to show through what mechanics
surplus-value is produced, appropriated and increased by capital.
In Volume 3 he examines the effects of capitalist competition upon
the distribution and redistribution of surplus-value among capi-
talists, and therefore has to integrate into the analysis the effects of
this competition on the rate of exploitation (for example in periods
of boom, with a high level of employment). In order to work out
the basic answers to these questions, it-is perfectly logical to
abstract initially from fluctuations in the rate of profit and wages
in Volume 1, and to assume initially a stable rate of exploitation in
Volume 3, but subsequently to abandon these simplifying hypo-
theses (Volume 1, Chapter 17; Volume 3, Chapter 14).

Finally, it seems clear from many remarks interspersed through-
out the manuscript of Volume 3 that Marx maintained his inten-
tion of completing Capital with volumes on the state, foreign trade,
the world market and crises, although he placed these problems

~ 26. Rosa Luxemburg, The Accumulation of Capital, London, 1956, pp.
329-47; Rosdolsky, op. cit., Vol. 1, pp. 86-97.

27. Joan Robinson, An Essay on Marxian Economics, London, 19{19, pp.
viii-ix. & .
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clearly outside the final plan of Capital itself.2® Only when the un-
published manuscript of 1861-3 becomes available will we know
whether some rough draft of what he intended to develop in these
three books does indeed exist somewhere, or whether it was in-
tended as a completely new and further development of his study
of bourgems society.

In view of these changes in the plan of Capital as a whole, the
final version of the plan of Volume 1 is all the more striking. We
should not forget that Volume 1, as edited by Marx, is largely pos-
terior to the original and incomplete drafts of Volumes 2 and 3
later to be edited by Engels.?® It is therefore Volume 1 which
allows us the best insight into Marx’s view of capitalism.

From the place of Volume 1 in the total final plan of Capital, we
can immediately draw an answer to two misconceptions which
occur again and again in discussion of Marx’s economic theory.
It is true that according to Marx and Engels capitalists do not
exchange the commodities they own on the basis of their value,
whereas under petty commodity production exchange of com-
modities is roughly based upon their value.*° But it does not follow
at all that Capital Volume 1, which assumes the exchange of com-
modities according to their value, is concerned with pre-capitalist
commodity production and exchange, and that only in Volume 3
do we start to examine what capitalist commodity circulation is all
about. On the contrary, Marx abstracts from the problem of re-
distribution of surplus-value among competing capitalists — thatis,
the problem of the equalization of the rate of profit — in Volume 1
precisely in order to isolate and demonstrate the laws of capitalist
commodity production and circulation in their ‘purest’, most
fundamental way.

In the same way it is wrong to assume that Volume 1 deals only

28. Karl Marx, Capital, Vol. 3, pp. 232, 392, etc.; Rosdolsky, op. cit., Vol.
1, p. 76.

29. According to Maximilien Rubel, the manuscrlpts for Capital Vol 2"
originated between 1865 and 1870, apart from a hew version of the first four
chapters written in 1877 and a short manuscript of 1879; the manuscripts for -
Vol. 3 date from 1861-3 and 186570 (Bibliographie des @uvres de Karl Marx,
Paris, 1956, p. 22). We are therefore justified in assuming that, except for the
short passages changed in 1877 and 1879, the manuscrlpts used for editing:
Vol. 2 and 3.of Capital are anterior to the final version of Vol. 1 (See also
Engels’ introduction to Vol. 2, MEW 24, pp. 8-13.)

30. Karl Marx, Capital, Vol. 3, pp. 174-5; Friedrich Engels, ‘Law of
Value and Rate of Profit’, ibid. (appendix), p. 876.
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with the ‘essence’ or with ‘abstractions’, whereas ‘concrete’
capitalism is analysed only in Volume 3. Nothing could be more
‘concrete’ and closer to immediately perceived economic data’
(‘appearances ’) than the analysis of the working day, of wages and
of machinery in Volume 1. Commentators here confuse the ¢ype
of question solved in Volume 1 with the method of answering.
Volume 1 abstracts from capitalist competition, from uneven and
combined development and therefore from prices of production
and equalization of the rate of profit and even more from market
prices, in order to reveal the basic origin of surplus-value in the
process of production, which is a process of consumption of
labour-power by capital. But this problem is dealt with by a com-
bination of theoretical insight and empirical verification, by a
constant attempt to discover the mediating links between ‘ essence’’
and ‘appearance’, by a thorough analysis of how and why the
‘essence’ (the value of labour-power) is manifesting itself through
the ‘appearances’ (the fluctuations of real wages).

4. THE PLAN OF VOLUME I

Volume 1 of Capital presents itself as a rigorously logical con-
struction. We start from the elementary form of capitalist wealth -
the commodity — and its inner contradiction - the contradiction
between use-value and exchange-value. Because it is produced by
private labour, whose social character can no longer be recognized
automatically, immediately and directly by society, the commodity
can exist only together with a necessary corollary, money. a
universal means of exchange. But the analysis of the circulation of
commodities accompanied by circulation of money leads to the
unfolding of the inner potentialities and contradictions of money:
the possibility of exchange-value embodied in money becoming an
autonomous economic agent ; of money appearing as starting and
final point, and not simply intermediary, of a process of circula-
tion; of money bent upon accretion of money, that is of capital.

In pre-capitalist societies, capital appears outside the sphere of
production, and hardly ever enters that sphere. It feeds parasitic-
ally upon the social surplus product produced and originally ap-
propriated by non-capitalist classes. Here Marx comes to his
central point. A basic difference between_the capitalist anid pre-

capitalist modes of " production is that under capltahsm capitdl not

only @ppropriates surplus-value; it produces surplus-value: Be-
v
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cause he considered this fundamental to an understanding of all
aspects of bourgeois society — incidentally, not only the economic
but also the political -~ Marx starts Capital with a whole volumie
devoted-to.a lengthy analysis of the process of production. For the
capitalist process of production is at one and the same time a pro-
cess of production of value, a process of production of surplus-
value, a 4 process ¢ of production of capital, and a process of produc-
tion and constant it Teproductionof the basic antagonistic social
relations: the relation between wage-labour and capital, the com-
pulsion for the proletariat to sell its labour-power to the capital-
ists, the compulsion for the capitalists to accumulate capital and
therefore to maximize the extortion of surplus-value from the
workers.

Volume 1 of Capital is centred around Marx’s basic discovery,
the explanation of the ‘secret’ of surplus-value. There exists one
commodity, to wit labour-power, whose use-value for the capitalist
is its ability to produce new value larger than its own exchange-
value. The ‘ process of production’ which Marx analyses in Volume
1 is, therefore, essentially the process of production of surplus-
value.

The production of surplus-value can, however, be examinedina
more detailed way only if capital itself is subdivided into constant
capital and variable capital. Constant .capital represents that part
of the -wealth of the-capitalist class with whic _it acquires and
maintains a monopQ_y of _property. and_access ‘to__the_material
any p0551b111ty_ piprodu01ng 1ts own Tivelihood. in.z an.mdeggndent
way.-It is a necessary precondltlon for the production of surplus-
value. But t it does not produce that surplus-value in and by itself.
Only the labour-power of hvmg labour produces additienal'value,
including surplus-value. That is why Marx calls that portion of
capital by which the capitalists buy the labour-power of the
workers variable capital, for only that portion actually produces
surplus-value.

The next step in the analysis is the distinction between the pro-
duction of absolute and of relative surplus-value. Absolute surplusf
value is produced by a lengthening of the working day beyond that
number of hours during which the worker produces the value which
is only the equivalent of his wages. Relative surplus-value is pro-
duced by increasing the productivity of labour in the wage-goods
industry sector, which enables the worker to reproduce the equiva-
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lent of his wages in a shorter portion of the working day, thereby
increasing surplus-value without a lengthening of the working day.
Marx notes that while the production of absolute surplus-value
predominated in the early centuries of the capitalist mode of pro-
duction (in England, roughly speaking, between the sixteenth
century and the first half of the nineteenth), the production of
relative surplus-value becomes predominant once the logic of the
industrial revolution (of the .development of machinery) and the
logic of the class struggle between labour and capital fully unfold
themselves.

A central section of Part Four of Volume 1 (‘The Production of
Relative Surplus-Value’) is taken up by a lengthy and minute
analysis of manufacture and of the modern factory (Chapters 14
and 15). Here the production of surplus-value takes on an im-
portant additional dimension. During the stage of manufacturing
industry, capital exploits the fruits of an increase in the produc-
tivity of labour born from more and more advanced forms of the
division of labour. But the technique of production remains funda-
meritally the same. Labour is subdivided in function of the sub-
division of the final product produced by manufacture. But beyond
these subdivisions no changes occur in the labour process. The
main interest for the capitalist during the. stage of manufacture is,
therefore, the constant direct control of capital over labour in order
to secure a maximum expenditure of surplus labour with a given
level of technique. It is like a workhouse in which the workers lose
their freedom to determine their own work rhythm, in which work
becomes unfree, forced labour from that point of view also. Many
initial manufacturing concerns were indeed literally that: work--
houses, filled with labourers who to various degrees had lost their
individual freedom.

With the industrial revolution and the emergence of the modern
factory, this process of the submission of labour to capital in the
course of the process of production is rooted, not only in the
hierarchical forms of labour organization, but in the very nature
of the production process itself. Inasmuch as production becomes
mechanized, it becomes reorganized around machinery. The work
rhythm and work content of living labour are subordinated to the
mechanical needs of machinery itself. Alienation of labour is no
longer only alienation of the products of labour, but alienation of
the forms and contents of the work itself.

The explosive potentialities of modern machinery are developed
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by Marx in three directions simultaneously. Machines are capital’s
main weapon for subordinating labour to capital in the course of
the process of production. Machines are the main weapon for
increasing the production of relative surplus-value, thereby re-
lentlessly spurring on the process of accumulation of capital. And
labour-saving machines are the main weapon for producing and
reproducing the industrial ‘reserve army of labour’, through which
wages are kept fluctuating around the value of the commodity
labour-power, and through which the appropriation of surplus-
value is normally guaranteed to the capitalists.

Marx, therefore, logically integrates the development of the
class struggle between capital and labour into his analysis of the
production of surplus-value, inasmuch as he sees that class struggle
as originating in that process of production. The extortion of
surplus-value from living labour means a struggle by the capitalists
to lengthen the working day, to increase the work-load of the
workers without increasing wages, to appropriate for capital all the
benefits of increased productivity of labour. Conversely, the
struggle against capitalist exploitation means, for the workers, a
struggle to reduce the working day without any reduction of wages,
a struggle for cuts in the work-load, a struggle for increased real
wages. How this class struggle against the immediate aspects of
capitalist exploitation transforms itself into a struggle for the over-
throw of the capitalist system — this question is briefly taken up in
the eighth and final part of Volume 1. Part Seven, meanwhile, deals
basically with the accumulation of capital, the goal of the whole
infernal logic which Marx has laid bare so far. Capital produces
surplus-value which in turn is, to a large extent, transformed into
additional capital, which in turn produces additional surplus-value.
And so on, with all its subsequent contradictory effects for man-
kind.

If we list the contents of the successive parts of Volume 1, sub-
dividing Part One into its three constituent chapters, we can sée
how this flawless logic of the analysis unfolds and how it roughly. -
corresponds to the historical process ‘stripped of the hxstorlcal :
form and diverting chance occurrences’.3!

I. Starting point: elementary form of capitalist wealth: the com-
modity

31. Friedrich Engels’ review of Marx’s 4 Contribution to the Critique of
Political Economy. See appendix to volume of thiat name, London, 1971, p.
225.
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(a) the commodity and the realization of its exchange-value, or
the process of exchange
(b) the process of exchange and the means of exchange: money
(c) money, necessary mediator of the process of circulation of
commodities
II. Money transforming itself into capital, i.e. value searching for
an accretion of value, surplus-value; the nature of surplus-value
III. The production of surplus-value: absolute surplus-value
IV. The production of surplus-value: relative surplus-value (from
manufacturing to the modern factory system)
V. Relations between wages, productivity of labour and surplus-
value; the rate of surplus-value
VI. How the value of labour-power is transformed into wages,
their different forms and variations
VIL/VITL The accumulation of capital, i.e. capitalist wealth in its
totality: its consequences for labour. The origins of capitalism (the
¢ primitive accumulation of capital’)

At the end of Volume 1 we are back where we started from:
capitalist wealth. But now we no longer understand it simply as a
sum of ‘elementary elements’, a mountain of commodities (al-
though it is this mountain also!). We see it now also as the result of
a gigantic process of value production, of surplus-value extraction,
out of living labour; as a gigantic movement constantly revolution-
izing the means of production, the organization of production, the
labour process and the producers themselves. The formula  capital-
value in search of additional value’ is now understood as capital
organizing a process of self-valorization (Verwertung), a process
of constant searching for increases in its own value through the
unity of the.labour process and the process of production of in-
creased value (Einkeit von Arbeitsprozess und Verwertungsprozess).
We thus understand more fully why an analysis of capitalism has
first to clarify everything which happens in the course of the pro-
cess of production.3?

32. The Pelican Marx Library edition of the Grundrisse contains a grave
and regrettable error of translation. Marx’s concept of Veriyemung (valoriza-
tion, process of accretion of value) is translated throughoutas ‘realization of
capital’. Marx uses the concept of realization generally only in relation to the
realization of the value of commodities (containing, of course, surplus-value).
But this problem has its place in the realm of the circulation of commodities
and capital, whereas the problem of valorization of capital (the problem of
surplus-value or profit in relation to, or as a proportion of, capital) is a basic
aspect of the capitalist process of production.
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Marx’s attitude towards technology, machinery and the factory
system has often been misinterpreted, even by authors favourably
inclined towards him. It is obviously true that more than any other
contemporary economist, sociologist or philosopher, he was aware
of the long-range revolutionary effects of machinery upon all
aspects of life in bourgeois society. It is also true that his indict-

" ment of the inhuman results of the capitalist use of machinery can-
not escape anyone who reads Chapters 10, 15 and 25 of Capital
Volume 1 with a minimum of attention. Is it therefore appropriate
to see in Marx a latter-day Luddite, a forerunner of the zero-
growth prophets? Or is it true, as others have argued, 3 that Marx
was a deep admirer of capitalist technology and put all his hopes
in the long-run emancipatory effects of that technology, alone
capable of reducing the unavoidable work-load and work-fatigue
to %YlhiCh man is condemned?

Marx the dialectician, bent upon an all-sided analysis of capi-
talism and capitalist technology, avoids both these pitfalls,-the
conservatively romantic as well as the inhumanly mechanistic one,
In classic passages of the Grundrisse®* he underlines the civilizing
and progressive aspects of capitalism, its giant impulse to develop
the social forces of production, its relentless search for new ways
and means to economize. on labour, for new needs and new
sectors of mass production, which help to unfold man’s unlimited
possibilities. But simultaneously he shows how the specific capital-
ist form of this development increases tenfold the inhuman po-
tentiality of technology, machinery and exchange-value ‘gone
mad’ (that is, becoming goals in themselves). Capitalism sub-
ordinates men to machines instead of using machines to liberate
men from the burden of mechanical and repetitive work. It sub-
ordinates all social activities to the imperatives of an incessant
drive for individual enrichment in terms of money, instead of
gearing social life to the development of rich individualities and
their social relations. The contradiction between use-value-and
exchange-value, inherent in every commodity, fully unfolds itself -
in this contradictory nature of capitalist machinery. When capital-
ism is not overthrown once it has created the material and social
preconditions for a classless society of associated producers, this

33. Seeamong others, Kostas Axelos, Marx, penseur de la technique, Paris,
1963. :

34, Karl Marx, Grundrisse, Pelican Marx Library, pp. 325, 527-9, 707-12,
etc.
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contradiction implies the possibility of a steadily increasing trans-
formation of the forces of production into forces of destruction, in
the most literal sense of the word: not only forces of destruction
of wealth (crises and wars), of human wealth and human happi-
ness, but also forces of destruction of life tout court.

5. THE MARXIST LABOUR THEORY OF VALUE

No part of Marx’s theory has been more assaulted in the academic
world during the last seventy-five years than his theory of value.
His bourgeois critics show a sharp class instinct here, for this
theory is indeed the corner-stone of the whole system. But no con-
temporary intellectual endeavour has been so obviously based
upon a basic misunderstanding as the repeated attacks on the
Marxist labour theory of value.33 .

That theory recognizes two aspects of the problem of value, a
quantltatlve and a qualitative one. From a quantitative point of
view, the value of a commodity is the quantity of simple labour
(skilled labour being reduced to simple labour through a given
coefficient) socially necessary for its production (thatis, at a given
average productivity of labour). From a qualitative point of view;
the value of a commodity is determined by abstract human labour —-
commodities which have been produced by private labour become.
commensurate only inasmuch as society abstracts from the con-
crete and specific aspect of each individual private craft or branch
of industry and equalizes all these labours as abstract social
labour, regardless of the specific use-value of each commodity.

In order to understand this theory, it is sufficient to formulate
the question to which Marx tried to give an answer. The problem
is as follows. Man has to work in order to satisfy his material
needs, to ‘produce his material life’. The way in which the labour
of all producers in a given society is divided among different
branches of material production will determine the extent to
which different needs can be fulfilled. Hence, given a certain set of
needs, a rough equilibrium between needs and output requires a

35. The ‘classical® attack by Bohm-Bawerk was answered by Hilferding
(both are printed together in Bohm-Bawerk, op. cit.). Other similar attacks
were made by Pareto (op. cit., pp. 40 ff.), Michael von Tugan-Baranovsky
(Theoretische Grundlagen des Marxismus, Leipzig, 1905, pp. 139 ff.), and
others, A more recent one is contained.in Joan Robinson, op. cit, and is
effectively answered by Rosdolsky, op. cit., Vol. 2, pp. 626-40..
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distribution of labour (of ‘labour inputs’) between these various
branches of production in a given proportion, and in that only. In
a primitive society, or in a fully developed socialist one, this dis-
tribution of labour inputs occurs in a consciously planned way:
in a primitive society, on the basis of habits, custom, tradition,
magico-ritual processes, decisions by elders etc.; in a socialist one,
on the basis of a democraticselection of priorities by the mass of the
associated producers-consumers themselves. But under capital-
ism, where labour has become private labour, where products of
labour are commodities produced independently from each other
by thousands of independent firms, no conscious decision pre-
establishes such an equilibrium of inputs of labour and socially
recognized needs (under capitalism this implies, of course, that
only those needs expressed through effective demand are socially
recognized). Equilibrium is reached only accidentally, through the
operation of blind market forces. Price fluctuations, to which
academic economists remain glued, are in the most favourable
hypothesis only signals which indicate whether this equilibrium is
being shaken, by what'pressure and in what direction. They do not
explain what is being equilibrated and which is the driving force
behind all these myriad fluctuations. It is precisely this question
which Marx tried to-answer with his perfected labour theory of
value.

From this approach it is immediately clear that, contrary to
what so many of his critics starting with the Austrian Bshm-
Bawerk assumed, Marx never intended to explain short-term price
fluctuations on- the market with his theory of value.?¢ (Probably
he intended to raise some of the problems involved in short-term
price fluctuations in the never-written Volume 6 of the original
plan for Capital) Nor does it make any sense to speak of the
labour theory of value, as explained in Volume 1 of Capital, as a
‘micro-economic theory’ allegedly in contrast with the ‘macro-
economic’ labour theory of value in Volume 3. What Marx tried
to discover was a hidden key behind price fluctuations, the -atoms
inside the molecule so to speak. He moved the whole econemic
analysis to a different and higher level of abstraction. His question
was not: how does Sammy run (what movements do his legs and
body make while running), but what makes Sammy run.

It follows that 99 per cent of the criticism directed against the

36. Boshm-Bawerk, op. cit., pp. 29-30; Samuelson, op. cit., p. 620; Tugan-
Baranovsky, op. cit., p. 141.
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Marxist labour theory of value is entirely beside the point,
especially when it tries to ‘refute’ the first pages of Chapter1 of
Capital Volume 1, which have sometimes been construed as a
‘proof” of that theory.?” To say that commodities have qualities
in common other than the fact that they are products of social
labour transforms an analysis of social relations into a logical
parlour game. Obviously, these ‘other qualities’ have nothing to
do with the nexus between members of society in an "anarchic
market economy. The fact that both bread and aeroplanes are
‘scarce’ does not make them commensurable. Even when thou-
sands of people are dying of hunger, and the ‘intensity of need’
for bread is certainly a thousand times greater than the ‘intensity
of need’ for aeroplanes, the first commodity will remain immensely
cheaper than the second, because much less socially necessary
labour has'been spent on its production.

The question has often been asked: why bother at all with this
type of inquiry ? Why can one not restrict ‘economics’ to the analy-
sis of what actually occurs in day-to-day economic. life (under
capitalism, it goes without saying) — the ups and downs of prices,
wages, interest rates, profits etc., instead of trying to discover
mysterious ‘forces beneath the surface of the economy’ which are
supposed to governactualeconomic events, butonly on a very high
level of abstraction and in the very final analysis?

This neo-positivist approach is curiously and typically un-
scientific. Nobody dealing with medicine, not to speak of other
physical sciences, would dare for fear of becoming a laughing stock
to ask: ‘Why bother to look for the ‘“deeper causes’’ of diseases,
when one can collect symptoms to establish a diagnosis?’ Ob-
viously no real understanding of economic development is
possible if one does not try to discover precisely what ‘lies behind’
immediateappearances. Laws about immediate short-term fluctua-
tions of prices on the market cannot explain why, to give an in-
teresting example, one kilogram of gold buys in 1974 nearly twice
as many given baskets of American consumer commodities as
seventy years ago (the average consumer price index has risen
somewhat more than fivefold compared to 1904, whereas the
price of gold on the free market has risen nine times). Obviously
this basic movement of prices in the long run has something to do
with the different dynamics of the long-term social productivity of

37. Bohm-Bawerk,  op. cit., pp. 65-80; Joseph Schumpeter, Capitalism,
Socialism and Democracy, London, 1962, pp. 234.
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labour in the various consumer industries on the one hand and in
the gold-mining industry on the other; that is, with the laws of
value as formulated by Marx.

Once we understand that the famous ‘invisible hand’ which is
supposed to regulate supply and demand on the market is nothing
but the operation of that same law of value, we can tie together a
whole series of economic processes which otherwise remain dis-
connected pieces of analysis. Money born out of exchange can
serve as a universal equivalent of the value of commodities only be-
cause it is itself a commodity with its own intrinsic value (or, in the
case of paper money, represents a commodity with its own in-
trinsic value). Monetary theory is re-united with the theory of
value and the theory of capital accumulation. The ups and downs
of the trade cycle appear as the mechanism through which up-
heavals in the value of commodities end by asserting themselves,
with the painful devalorization (loss of value) this entails, not only
for the ‘infantry’ of the commodity army, the individual mass of
finished consumer goods sold on a day-to-day basis, but also for
its ‘heavy artillery’, that is, large-scale machinery, fixed capital.
The theory of economic growth, of the ‘trade cycle’, of capitalist
crises, the theory -of the rate of profit and of its tendency to de-
cline — everything flows in the last analysis from this operation of
the law of value. So the question whether it has any use at all in
economic analysis is, therefore, as meaningless as the question
whether you need the concept of basic particles (atoms, etc.) in
physics. Indeed, no coherent and consistent analysis of the
capitalist economy in its totality, explaining all the basic laws. of
motion of that system, is possible without ‘elementary princip]es’
organized around the value of commodities.

In Marxist economic theory, the ‘law of value’ fulfils a trlple
function. In the first place it governs (which does not mean that it
determines here and now) the exchange relations between com-
modities; that is to say, it establishes the axis around which Jong-,
term changes in relative prices of commodities oscillate. (This:in
cludes under capjtalism also the exchange relation between capital
and labour, an extremely important point to which we shall-re:
turn presently.) In the second place it determines the relative pro-
portions of total sociallabour (and this implies, in the last analysis;
total material resources of society) devoted to the output of different
groups of commodities. In this way, the law of value distributesin
the final analysis material resources over different branches of
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production (and of social activity in general) according to the
division of ‘effective demand’ for different groups of commodities,
it beingalwaysunderstood that this occurswithin the framework of
antagonistic class relations of production and distribution. In the
third place it rules economic growth, by determining the average
rate of profit and directing investment towards those firms and
sectors of production where profit is above average, and away from
those firms and sectors where profit is below average. Again, these
movements of capital and investment correspond. in the final®
analysis to conditions of ‘economy’ and ‘waste’ of social labour,
thatis to the workings of the law of value.

Marx’s labour theory of value.is a further development and per-
fection of the labour theory of value as it emanated from the
‘classical’ school of political economy, and especially of Ricardo’s
version. But the changes Marx brought into that theory were
manifold. One especially was to be decisive: the use of the concept
of abstract social labour as the foundation of his theory of-value.
It is for this reason that Marx cannot be considered as in any way "
an ‘advanced neo-Ricardian’. ‘Labour quantities as the essence of
value’ is something quite different from ‘labour quantities as
numéraire’ — a common measuring rod of the value of all com-
modities. The distinction between concrete labour, which deter-
mines the use-value of commodities, and abstract labour, which
determines their value, is a revolutionary step forward beyond
Ricardo of which Marx was very proud; indeed he considered it
his main achievement, together with the discovery of the general
category of surplus-value, encompassing profit, rent and interest.
It is based on an understanding of the peculiar structure of a
society of commodity-producers, that is of the key problem of
how to relate to each other the segments of the global labour
potential of society which have taken the form of private labour.
It represents, therefore, together with Marx’s concept of necessary
labour and surplus labour (necessary product and surplus pro-
duct), the key nexus between economic theory .and the science of
social revolution, historical materialism.

The way in which the Marxist labour theory of value sharply ex-
cludes use-value from any direct determination of value and ex-
change-value has often been interpreted as a rejection by Marx of
use-value beyond the boundary of economic analysis and theory
altogether. This does not correspond at all to the rich dialectical
complexity of Capital. When we deal with the problems of repro-
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duction, in-the introduction to Volume 2, we shall have occasion to
dwell on the specific way in which the contradiction between use-
value and exchange-value has to be bridged under capitalism, in
order to make economic growth at all possible. Here, we only
want to stress that, for Marx, the commodity was understood as
encompassing both a unity and a contradiction between use-value
and exchange-value: a good with no use-value for any potential
buyer could not realize its exchange-value; and the specific use-
value of two categories of commodities, means of production and
labour-power, played a key role in his analysis of the capitalist
mode of production.

, As has already been stated, the law of value fundamentally ex-
presses the fact that in a society based upon private property and
private labour (in which economic decision-making is fragmented
between. thousands of independent firms and millions of inde-
pendent ‘economic agents’) social labour cannot immediately be
recognized as such. If Mr Jones has his workers produce 100,000
pairs of shoes a year he knows that people need shoes and buy
them; he even knows, if he bothers to do his homework, that the
annual number of shoes sold in the United Kingdom (and all
those countries to which he intends to export his output) vastly
outdistances the modest figure of 100,000 pairs. But he has no way
of knowing whether the specific 100,000 pairs of shoes he owns will
find specific customers willing and able to buy them. Only after
selling his shoes and receiving their equivalent can he say-(pro-
vided he has realized the average rate of profit on his invested
capital): my workers have truly spent socially necessary labour in
my factory. If part of the produced shoes remain unsold, or if they
are sold at a loss or at a profit significantly less than the average,
this means that part of the labour spent on their production has not
‘been recognized by society as socially necessary labour, has in fact
been wasted labour from the point of view of society as a whole. .
~ But this ‘recognition of” or ‘refusal to recognize’ a given quant-
ity of labour by society occurs exclusively in function of meeting:.
effective demand on the market, that is it is independent of the use-"
value or social usefulness of the specific physical qualities of a
given commodity. Society recognizes quantities of labour spent in
its production, making abstraction of these considerations. That is
why Marx called these quantities, quantltles of abstract socially
necessary labour: If a pound of opium, a box of dum-dum bul-
lets or a portrait of Hitler find customers on the market, the
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labour which has been spent on their output is socially necessary
labour; its production has been value-production. If, on the con-
trary, an exquisite piece of china or a new pharmaceutical pro-
duct for some reason does not find customers, its production has
created no value, has been equivalent to a waste of social labour —-
even if, in some distant future, their creators will be celebrated as
geniuses or benefactors of mankind. The labour theory of value
has nothing to do with judgements on the usefulness of things from
the point of view of human happiness or social progress. It has
even less to do with establishing ‘conditions for justice in ex-
change’. It simply recognizes the deeper meaning of the actual act’
of exchange and of the output of commodities under capitalism,
and what governs the distribution of income between social classes
which results from these acts, independently of any moral,
aesthetic or political judgement. Indeed, if one were to look for
such ‘judgements’, one would have to say that Marx, while under-
standing why the law of value has to operate as it does under
commodity production, did not at all strive to ‘defend’ that law,
but on the contrary to build a society in which its operations
would be totally abolished. ' _ '
One of the most common and innocuous objections made against
Marx’s labour theory of value runs along these lines: if prices are
governed in the last analysis by value (socially necessary quanti-
ties of abstract labour), how can goods have prices if they are not
products of labour, that is if they have no value? Marx himself
in fact answered that objection long before drafting Capital
Volume 1.38 Products of nature (‘free goods’), which have indeed
no value since no social labour has been spent on their production,
can get a price through private appropriation, through the social
institution of private property. Land on which no human hand has
ever worked to increase its fertility has no value. But it can get a
price if it is surrounded by a fence upon which is put a placard
‘ Private property: Trespassing forbidden’, and if people are ready
to pay that price because they need that land as a source of liveli-
hood. This price will in reality be the capitalization of the net
income (land rent) accruing to-its owner, income produced by
those who will farm it and draw material resources (goods: for
self-consumption or commodities) from it through their toil.3°

38. See A Contribution to the Critique of Political Economy, p. 62.
39. Again and again the objection has been raised against the Marxist
labour theory of value that it ‘assumes’ labour to be the only scarce factor of
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In reaction against all those who mistakenly claimed that
Volume 1 of Capital was concerned with showing that commodi-
ties actually exchange under capitalism according to the quanti-
ties of abstract socially necessary labour they contain, some authors
have contended that the labour theory of value is concerned only
with a qualitative problem and not with a quantitative one, the
‘socially necessary’ labour content of commodities being un-
measurable. This bends the stick too far in the other direction.
It is true that the quantitative measurement of the labour quanti-
ties in commodities is difficult. But the difficulty is not so much a
conceptual one (one could, for example, start from macro-
economic aggregates, the total sum of man-hours spent in the
whole realm of material production - industry, agriculture and
commodity transport — in a given country, its division between
different branches of industry and key groups of commaodities,
their interrelationship through an input-output table, the labour
spent for the average unit produced in ‘autarchic’ branches where
no raw material has to be imported from foreign lands, and so
climb up towards an estimate of total labour expenditure per
branch and per commodity produced . ..) as one stemming from
a lack of accurate information. It will be necessary to ‘open the
books’ of all capitalist enterprises and to verify these figures on the
basis of shop-floor evidence in order to approach a quantitative

production and supposes either that land and ‘machines are abundant or that
they can be excluded altogether from value analysis. This is obviously non-
sense. Leontief makes the correct point that Marx was probably the first
economist to give fixed capital a central importance in the process of produc-
tion, as against, for example, Bohm-Bawerk (op. cit., p. 93). What Marx
does assume is that machines cannot in and by themselves ‘command’
portions of the total available labour-power of society to be additionally
expended or to move from one sector of production to another-a proposition
which s rather self-evident, besides having been scientifically proved by Marx.
Once one understands that, for Marx, value is in the last analysis assignment of .-
portions of the socially available labour-power, total value newly prodtiéi;ﬁ
being equal to total expenditure of living labour in a given period, one solves
the riddle. Incidentally, one should also understand that Marx, advancing
beyond classical economy, did not ‘dissolve’ the value of the annual product
into wages and surplus-value (profits, rents and interests), but added to this
the value of raw materials and machinery used up in the process of production.
His only point was that this part of the annual product’s value did notincrease
in the process of production but was only maintained, the only source of new
value being living labour.
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measurement of the labour content of commodities in capitalist
countries.*?

6. MARX’S KEY DISCOVERY: HIS THEORY OF SURPLUS-
VALUE

The classical school of political economy, including Ricardo, saw
profits as a residual net income, once wages had been paid. Indeed,
so strict was their adherence to this concept that Ricardo believed
that only increases or decreases in production costs in the wage-
good industries could influence the rate of profit. Whatever hap-
pened to the luxury goods industry, or even to raw materials,
would not affect the global rate of profit.

This view is incomplete and therefore incorrect, But it was at
least an attempt to come to grips with the problem of income dis-
tribution between social classes as a function of what happens in
the course of production. The exponents of post-Ricardian
‘vulgar’ economic theory, and especially the neo-classical mar-
ginalists, do not bother to ask the question ‘why?’, they are con-
tent just to answer the question ‘how?’. They simply note that
‘factors’ (labour, capital, land) get different ‘prices’ on the market,
and limit themselves to a study of how these prices fluctuate. To
consider the origins of profit, interest and rent; to ask whether
workers must abandon part of the product of their labour when
they work for an alien entrepreneur; to examine the mechanisms
through which this appropriation occurs as a result of an honest-
to-god act of exchange, without any cheating or plotting: it was
left to Marx to unravel these basic questions about the capitalist
mode of production,

The origin of the income and consumption of the ruling classes
in pre-capitalist societies is no matter of speculation. Anybody
knows that, from an economic point of view, they were the results
of appropriation of part of the fruits of the producers’ labour by
the ruling class.- When the medieval serf worked half the week for
his own livelihood on the land of his manse, and the other half of
the week without remuneration on the estate of the noble or the
church, one could argue that, from a _‘moral’ point of view, he was
offering unpaid labour ‘in exchange’ for the ‘service’ of profane
or divine protection. But nobody would confuse this ‘exchange’
with what goes on in the market place. It was in fact no economic

40. Friedrich Engels’ insert in Capital, Vol. 3, pp. 74-6. '
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exchange at all, in any sense of the word, no give-and-take of any-
thing which can be ‘priced’, in even the most indirect way. The
‘service of protection’ is not ‘bought’ by the serf any more than a
small Chicago businessman ‘buys a service’ from a gang of hood-
lums, It is an extortion imposed upon him by the social set-up,
whether he likes it or not. The origin of the social surplus product
accruing to the pre-capitalist ruling class is, therefore, obviously
unpaid labour (whether in the form of labour services, or of
physical products of these labour services, or even of money-rent)
expended by the producers.

In the case of slavery, the context is as clear if not clearer,
especially in those extreme examples where even the miserable
pittance of the slave was not provided by the masters, but had to
be provided by the slave himself on the seventh day of the week..
Indeed, regarding these slave plantations, even the most sceptical
critics of historical materialism will find it hard to doubt that the
whole social product, the part which fed the slaves as well as the
part which fed the masters, had but one origin: social labour ex-
pended by the slaves and by them alone.

When, however, we look at the capitalist mode of production,
everything seems much more complicated and much more obscure,
to say the least. No brutal force, personified by an overseer with a
whip or some group of armed men, appears to force the worker
to give up anything he has produced or owns himself. His relation-
ship with the capltallst appears to be based upon an act of ex-
change which is identical to that of a small artisan or a farmer,
owners of commodities they themselves have produced, who meet
in the market place. The worker appears to sell his ‘labour’ in
exchange for a wage. The capitalist ‘combines’ that labour with’
machines, raw material and the labour of other men to produce
finished products. As the capitalist owns these machines and raw.
materials, as well as the money to pay the wages, is it not ‘natural’
that he should also own the finished products which result from'
the ‘ combination of these factors’?

This is what appears to occur under capltahsm However,
probing below the surface, Marx comes up with a series of striking
observations which can only be denied if one deliberately refuses
to examine the unique social conditions which create the very
peculiar and exceptional ‘exchange’ between labour and capital:
In the first place, there is an institutional inequality of conditions
between capitalists and workers. The capitalist is not forced to buy
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labour-power on a continuous basis. He does it only if it is profit-
able to him. If not, he prefers to wait, to lay off workers, or even
to close his plant down till better times. The worker, on the other
hand (the word is used here in the social meaning made clear
precisely by this sentence, and not necessarily in the stricter sense
of manual labourer), is under economic compulsion to sell his
labour-power. As he has no access to the means of production,
including land, as he has no access to any large-scale free stock of
food, and as he has no reserves of money which enable him to sur-
vive for any length of time while doing nothing, he must sell his
labour-power to the capitalist on a continuous basis and at the
current rate. Without such institutionalized compulsion, a fully
developed capitalist society would be impossible. Indeed, once
such compulsion is absent (for example where large tracts of free
land subsist), capitalism will remain dwarfed until, by hook or by
crook, the bourgeois class suppresses access to that free land. The
last chapter of Capital Volume 1, on colonization, develops this
point to great effect. The history of Africa, especially of South
Africa, but also of the Portuguese, Belgian, French and British
colonies, strikingly confirms this analysis.*! If people are living
under conditions where there is no economic compulsion to sell
their labour-power, then repressive juridical and political com-
pulsion has to deliver the necessary manpower to the entrepre-
neurs; otherwise capitalism could not survive under these cir-
cumstances.

The function of trade unions, be it said in passing, isimmediately
clarified in the light of this analysis. Workers who combine to set
up a reserve fund can be freed at least for some weeks from the
compulsion to sell their labour-power on a continuous basis at the
given market rate. Capitalism does not like that at all. It is con-
trary to ‘nature’; if not to human nature, then at least to the
deeper nature of bourgeois society. That is why, under robust
nascent capitalism, trade unions were simply banned. That is also
why, under senile capitalism, we are gradually returning to a
situation in which workers are denied the right to strike — the

41. We refer here to the large-scale appropriation of land by white settlers
and colonial companies, the herding together of Africans into ‘reserves’, the
imposition of money taxes in essentially non-monetary economies, forcing the
Africans to sell their labour-power in order to get the necessary money to pay
taxes, the imposition of large-scale money fines, or even direct forced labour

penalties for innumerable transgressions of laws specially designed to furnish
the settlers with labour-power, etc., etc.
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right to abstain from selling their labour-power at the offered price
whenever they like, In this instance, Marx’s insight is clearly con-
firmed by the highest authorities of the bourgeois state: under
capitalism, labour is fundamentally forced labour. Whenever
possible, capitalists prefer hypocritically to cloak the compulsion
under a smokescreen of ‘equal and just exchange’ on the ‘labour
market’. When hypocrisy is no longer possible, they return to what
they began with: naked coercion.

Marx, of course, was perfectly well aware of the fact that, in
order to organize production in modern factories, it was not
enough to combine the social labour- -power of manual and in-
tellectual workers. It was necessary to provide for land, buildings,
energy, infrastructural elements like roads and water, machinery, a
given fabric of organized society, means of communication, etc.
But it is obviously absurd to presume that, because factory pro-
duction is impossible without these conditions of production,
roads and canals therefore ‘produce value’. It is no more logical
to assume that machines ‘ produce’ any value, in and by themselves.
Of all these ‘factors’ it can be said onlythat their given value has
to be maintained and reproduced, through incorporation of part
of it in the current output of living labour, during the production
process.

We come nearer to the truth when we note that property titles
(private appropriation rights) to land and machinery lead to a
situation where these ‘factors’ will not ‘be incorporated into the
process of production without their proprietors receiving an ex-
pected ‘return’ over and above the compensation for the wear and
tear of the ‘factors’: This is obviously true. But it does not follow
at all that such ‘returns’ are then ‘produced’ by the property
titles. Nor does it imply that owners of such property titles meet
the owners of labour-power on an equal footing. Only if we were
in a ‘capitalistic slave society’, where owners of slaves hired out
labour-power to owners. of factories renting land from landed pro-
prietors, could one say that institutional equality existed between
all owners - though, of course, not between owners and slaves!
Obviously, in that case, the slave owners would hire out their
slaves only if they received a ‘net return’ over and above the upkeep
of the slaves.

In the second place, the social situation in which a small part of
society has monopolized property and access to the means of pro-
duction, to the exclusion of all or nearly all direct producers, is in
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no way a product of ‘natural inequality of talents and inclinations’
among human beings. Indeed, it did not exist for tens of thousands
of years of social life on the part of homo sapiens. Even in the -
relatively recent past, say 150 years ago, nine-tenths of the pro-
ducers on this planet — who were in their overwhelming majority
agricultural producers — did have direct access, in one way or
another, to their means of production and livelihood. The separa-
tion of the producer from his means of production was a long and
bloody historical process, analysed in detail by Marx in Part Eight
of Capital Volume 1, ‘So-Called Primitive Accumulation’.

In the third place, the worker does not sell the capitalist his
labour, but his labour-power, his capacity to work for a given
period of time. This labour-power becomes a commodity under
capitalism.*? As such it has a specific value (exchange-value), as any
other commodity does: the quantity of social labour necessary to-
reproduce it — that is to say the value of the consumer goods
necessary to keep the worker and his children in condition to
continue to work at a given level of intensity of effort. But it has a

42. Obviously Marx did not ‘transform’ men into ‘commodities’, as so
many of his ‘ethical’ opponents accuse him of doing. He noted that capitalism
had operated such a transformation and therefore condemned capitalism.
Popper significantly contends that ‘the value theory [of Marx] . . . considers
human labour as fundamentally different from all other processes in nature,
for example from the labour of animals. This shows clearly that the theory is
based ultimately upon a moral theory, the doctrine that human suffering and
a human lifetime spent is a thing [!] fundamentally different from all natural
processes ... I do not deny that this theory is right in the moral sense ...
But I also think that an economic analysis should not be based upon a moral
or metaphysical or religious doctrine of which the holder is unconscious’
(The Open Society, Vol. 2, p.-329). In the first place, Marx was not at all
unconscious of the differences between human labour and the endeavours of
animals such as ants; he comments on it in the first chapter of Capital Vol. 1.
In the second place, there is nothing metaphysical about the fact that, when
men engage in mutual social relations in order to produce their livelihood,
they will certainly consider human labour, as the basis of this social organiza-
tion, quite differently from natural processes, fertility of the soil or of cattle,
etc. There is nothing metaphysical about the distinction, from man’s point of
view, between chemical processes i trees and the necessary arrangements to
divide the total labour time available to the community between different
types of human activity. Two thousand years ago, defenders of the institution
of slavery used to equate slaves with ‘speaking instruments’, or ‘speaking
beasts of toil’. We know very well that Popper does not condone slavery.
Would he then say that this condemnation of slavery is purely ‘metaphysical’,
or would he admit that it is basedupon a scientific, anthropological distinction
between man and animals? :
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special quality, a special “use-value’ for the capitalist. When the
capitalist ‘consumes’ labour-power in the process of production,
the worker produces value. His labour has the double capacity to
conserve value — that is, to transfer into the finished product the
value of the raw material and of a fraction of the machinery used
up in this process of production — and to create new value, by
spending itself. The wholemystery of the origin of profits and rents
is over once one understands that, in the process of production,
"the workers can (and must — otherwise the capitalist would not
hire them) produce value over and above the value of their own
labour-power, over and above the equivalent of the wages which
they réceive. We are back where we started in pre-capitalist
societies, and we have been able to eliminate the cobweb of ap-
parent ‘exchange equality’: like feudal rent or the slave-owner’s.
livelihood, capitalist profits, interests and rents originate from the
difference between what the workers produce and what they receive
for their upkeep. Under capitalism this difference appears in the
form of value, and not of physical output. This fact prevents the
process from being immediately transparent. But it does not make
it fundamentally different from the ‘exchange’ taking place be-
tween feudal lord and serf.

It is therefore incorrect to state, as does Blaug, following other
academic critics of Marx, that Marx’s theory of surplus-value is a
theory of ‘unearned increment’.*? It is an appropriation or deduc-
tion theory of the capitalists’ income, as was the classical labour
theory of value. Capitalists appropriate value which the workers
have already produced, prior to the process of circulation of com-
modities and of distribution of income. No value can be distri-
buted — from a macro-economic point of view, in other words
viewing bourgeois society as a whole — which has not been pre-
viously produced. '

Marx himself considered the discovery of the conceptof surplus-
value, representing the sum total of profits, interests and rents of
all parts of the bourgeois class, as his main theoretical discovery.**

43. Mark Blaug, ‘Technical Change and Marxian Economlcs Ky'klb's‘
Vol. 3, 1960, quoted in Horowitz, op. cit., p. 227.

44, ‘Das Beste an meinem Buch ist 1. (darauf beruht alles Verstindnis der
facts) der gleich im Ersten Kapitel hervorgehobne Doppelcharakter der
Arbeit, je nachdem sie sich in Gebrauchswert oder Tauschwert ausdriickt; 2.
die Behandlung des Mehrwerts unabhdingig von seinen besondren Formen als
Profit, Zins, Grundrente etc. Namentlich in 2. Band wird dies sich zeigen’
(Marx, letter to Engels of 24 August 1868, MEW 31, p. 326).

Y
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It ties together the historical science of society and the science of
the capitalist.economy, explaining both the origins and content of
the class struggle and the dynamic of capitalist society.**

For once we understand that surplus-value is produced by
workers, that surplus-value is nothing but the age-old social sur-
plus product in money form, in the form of value, we understand
the historical leap which occurred when that social surplus prod-
uct no longer appeared essentially in the form of luxury goods (of
which consumption is necessarily limited, even under conditions
of such extreme extravagance as during the Roman Empire or in
the eighteenth-century French court) but in the form of money.
More money means not only additional purchasing power for such
luxury goods, but additional purchasing power for more machines;
more raw materials, more labour-power. Here too Marx dis-
covered an economic compulsion. Private property, the frag-
mentation of social labour among various firms, that is, the very
nature of generalized commodity production - capitalism — im-
plies a compulsion to compete for shares of the market. The need
to accumulate capital, the need to increase the extraction of sur-
plus-value, the unquenchable thirst for surplus-value which charac-
terizes capitalism, it is all here: the accumuldtion of capltal_the
transformation of surplus-value into additional capital.

Again, as for value, we should note what this is all about: com-
mand over fractions of the total disposable quantity of social
labour. It is sufficient to recall this basic fact to understand how
misplaced are criticisms of the theory of surplus-value which speak
about the ‘productivity of capital’, capital being understood as
machines.*® Machines can never, in and by themselves, hire any

45. Popper (The Open Society, Vol. 2, p. 160) contends that Marx did not
discover the general category of surplus-value at all, but inherited it from
Ricardo. He quotes Engels’ introduction to Vol. 2 of Capital in that respect.
Engels says nothing of the kind. He states, as any student of economic
doctrines knows, that a long series of economists, from Adam Smith and the
physiocrats to Ricardo and the post-Ricardian anti-capitalists of the eighteen
twenties and thirties in Britain, considered profits and rents to be subtractions
from the products of ¢ productive labour’. But only Marx succeeded in showing
what kind of labour produces surplus value and what the real content of the
process of surplus-value production is, irrespective of its specific forms, and
in explaining this process.

46. Samuelson, following Béhm-Bawerk, derives this ‘productivity of
capital’ from the fact that ‘you can get more future consumption product by
using indirect or roundabout methods’ (Economics, an Introductory Analysis,
New York, 4th edition, pp. 576-7). In the explanation which follows, the

3
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fraction of the disposable social labour force, except in science
fiction. In the more prosaic world in which we live, men owning
machines can, for that reason, hire and fire other men. How the
product of the labour of these men is then divided, and why, is
what Marx seeks to explain.

Of course, Marx did not ‘deny’ that machmery could increase
the social productivity of labour. On the contrary, if one reads
Chapter 15 -of Capital Volume 1, one will see immediately that he
was more aware of that potential of technology thananyeconomist
among his contemporaries. But the question which most of his
critics and other exponents of ¢vulgar’ economics overlook is very
simple, namely, why should the results of the increased produc-
tivity of labour be appropriated by the capitalist? Why should the
combined productivity of many men working together - the
famous ‘ collective labour potential of the factory’ to which a key
analysis is devoted in the original Part Seven (‘Chapter Six’)
omitted from the published version of Capital Volume 1 (see ap-
pendix to this volume, pp. 943-1084) - the combined productivity
of scientists and technologists, workers by hand and brain, in-
ventors of machinery and flexers of muscle, increase the profit of
the owners of machinery? Surely not because that machinery has
some mysterious quality of ‘creating’ value, that is of ‘creating’
quantities of socially necessary labour ?4? Surely rather because the
owners are in a position to appropriate the products of that com-
bination. So we are back to Marx’s theory of surplus-value.

An interesting, if somewhat astounding, innovation in apolo-
getics for capitalist profits has recently occurred in the form of the
theory of the firm developed by Alchian and Demsetz.4® Owners
of different ‘co-operating inputs’ are supposed to have a natural
tendency to shirk, because they give some preference to ‘non-

‘increment’, however, originates from the fact that ‘current consumption is

*sacrificed” for the production of ‘intermediate goods’. But it is people who

forgo consumption (we leave aside which peopfe really are forced into abstm—:

ence). People produce intermediate goods. People increase the productmty:

of their labour. How all these human operatlons suddenly lead to Value oozing
out of ‘intermediate goods’ (called ‘productivity of capital’) is a mysufymg

secret wh ch Samuelson does not solve.

47. The only quality machines have ‘in and of themselves’ is to increase
the productivity of labour and thereby to decrease the value of commodities =.
not to ‘create’ value,

48. A. Alchan and H. Demsetz, ‘Production, Information Costs and
Econom c Organisation’, American Economic Review, 1972.
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pecuniary goods’ (!) such as leisure, attractive working conditions
and time to converse with fellow workers. It follows, according to
Alchian and Demsetz, that if shirking is to be checked someone
must have both the right to monitor the performance of team
members and the disinclination to shirk himself. To this end he
must have theright to receive the residue after all other inputs have
been paid contractual amounts, the right to terminate member-
ship of the team and the right to sell these rights. After having
received with great joy the good tidings that he has now been pro-
moted to the status of member of a ‘co-operative team’, on an
equal footing with the capitalist, the average worker cannot fail to
wonder for what mysterious reason the ‘someone’ who gets all
these ‘economically necessary rights’ is always the owner of the
‘input — means of production’ and never the owner of the ‘input -
labour-power’. Would it be because the capitalist is free from the
human vice of shirking, or has no inclination to leisure or attrac-
tive working conditions? Or is it perhaps because Messrs Apolo-
gists for Capitalism are trying to argue away the fact of surplus-
value appropriation through monopoly ownership of the means of
production ?

7. MARX’S THEORY OF CAPITAL

Capital is thus, from the Marxist point of view, a social relation
between men which appears as a relation between things or be-
tween men and things. Flowing logically from Marx’s labour
theory of value and theory of surplus-value, this is another of the
key discoveries which opposes his economic theory radically to all
forms of academic ‘economics’.

Marx energetically rejects the idea, as expounded by ‘vulgar’
and neo-classical economists, that ‘capital’ is just ‘any stock of
wealth’ or ‘any means to increase labour productivity’.*® A
chimpanzee using a stick to get at bananas is no more the first
capitalist than a tribal community learning to accrue its wealth
through animal husbandry or-land irrigation is ‘accumulating
capital’. Capital presupposes that goods are not being produced
for direct consumption by the producing communities, but are s6ld
as commodities; that the total labour potential of society has
become fragmented into private labours conducted independently

49. Joseph Schumpeter, History of Economic Analysis, New York, 1954,
pp. 558-9.
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of each other; that commodities therefore have value; that this
value is realized through exchange with a special commodity
called money; that it can therefore start an independent process of
circulation, being property of a given class of society whose mem-
bers operate as owners of value looking for increments of value. If,
as Adam Smith explained to successive generations of students of
economic phenomena, productive (technical) division of labour is a
source of increased labour productivity — to-a large extent in-
dependently from the specific social form of organization of the
economy — then capital is not a product of that division of labour,
but of a social division.of labour, in which owners of accumulated
value face non-owners.

Joseph Schumpeter reproached Marx with having elaborated-a
theory of capital which was unable to explain the origins of
capital.’® Nothing is further from the truth. Marx the dialectician
perfectly understood the difference between, on the one hand, the
production and reproduction of capital on the basis of the capital-
ist mode of production and, on the other, the origins and develop-
ment of capital in pre-capitalist modes of production. Indeed, one
of the essential objections to the imprecise and unscientific
handling of categories by ‘vulgar’ economists was their un-
differentiated use of the terms ‘capital’ and ‘capitalism’ as more
or less synonymous. Capitalism is the capitalist mode of produc-
tion, the seizure of the means of production by capital, which has
become predominant in the sphere of production. Capital is value
(initially in the form of money) becoming an independent operator
in the pores of a non-capitalist mode of production. Capital ap-
pears initially as usury and merchant (long-distance trade) capital.
After a long historical process, and only under specific social
conditions, does capital victoriously penetrate the sphere of pro-
duction in the form of manufacturing capital. (This occurred in
the late fifteenth and sixteenth centuries in Western Europe; in the
eighteenth century in Japan. In China, isolated elements of manii-
facturing capital had probably already appeared more than a
thousand years earlier.)

In simple commodity production, capital does not produce
surplus-value. It simply transforms into surplus-value parts of
current output and revenue which originate independently from
capital. It can appropriate part of the social surplus product nor-
mally passing into the hands of pre-capitalist ruling classes (for

50. Schumpeter, Capitalism, Socialism and Democracy, pp. 15-18.
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instance the appropriation, through usury, of part of the feudal
land rent). It can appropriate part of the product which normally
serves as a consumption fund for the producers themselves. The
basic characteristic of these operations of capital under pre-
capitalist relations of production is that it will barely increase the
global wealth of society; it will neither significantly develop pro-
ductive forces nor stimulate economic growth. It can only have a
disintegrating effect on the given pre-capitalist social order, pre-
cipitating the ruin of several social classes. However, by accelerat-
ing the transformation of goods produced and consumed as use-
values only into commodities, that is by accelerating the spread of
money economy, it-can historically prepare the ground for an
eventual appearance of the capitalist mode of production.

Capital operating in pre-capitalist modes of production refers
essentially to a theory of money circulation and appropriation.
This is why in Volume 1 of Capital Marx first introduces capital in
Part Two, after having explained the nature of money. Indeed,
Part Two is entitled ‘ The Transformation of Money into Capital’.
Here again, the logical analysis corresponds to the historical pro-
cess, to which Marx continually refers, albeit for the most part in
footnotes. On the other hand, capital operating in the capitalist
mode of production, the real object of study of Capital, refers
obviously to a theory of production and appropriation of value and
surplus-value. Marx explains in Volume 1, Chapter 24, how the
law of appropriation of commodities is-transformed when we pass
from a society of petty commodity producers to a capitalist
society. In the first case, the direct producers are owners of the
products of their labour; in the second, the owners of capital be-
come the owners of the products of the labour of the direct pro-
ducers. Apologists for capitalism try to justify this fact by the
argument that, after all, capitalists ‘place at the disposal’ of the
workers the tools with which production occurs.!. But again
history allows us to pierce through the hypocrisy of the argument.
For capitalism was not born - in the days of manufacturing - with
the capitalist ‘ putting at the disposal of the producers’ any new
machinery. It was born with the capitalists expropriating the tools

51. For example, MacCord Wright, Capitalism, New York, 1951, p. 135.
In the ‘Results of the Immediate Process of Production’, Marx shows how
mystifyingly capitalism represents increases in the social productivity of labour,
through social developments like scientific progress, co-operation of many
workers, etc. as results of the ‘productivity of capital’.
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owned bythe producers themselvesandassembling these very tools
undera common roof. 52

Capital, under the capitalist mode of production, is therefore
value constantly increased by surplus-value, which is produced by
productive labour and appropriated by capitalists through the
appropriation of the commodities produced by the workers in fac-
tories owned by capitalists. The way in which this analysis of
capital and capitalism hinges on the institution of private property
has often been misunderstood or (and) misrepresented, both by
critics and by disciples of Marx. It therefore merits some com-
ment. ' '

Historically and logically, capitalism is tied to the private
ownership of the means of production, which allows private ap-

_ propriation of produced commaedities, thus private appropriation
of surplus-value, and thus private accumulation of capital. It is
surely not accidental that the ‘rights of private property’ are thus
at the bottom of the whole constitutional and juridical super-
structure which centuries of law-making have erected upon the
basis of commodity production.

But what we confront when we examine the social relations which
lie behind these juridical forms is, of course, something which is
not simply formal private property; otherwise the analysis would
be reduced to simple tautology. When Marx states that com-
modity production is only possible because social labour has been
fragmented into private labours conducted independently from each
other,* he refers to a socio-economic and not a juridical reality; the
latter is only a reflection — and sometimes a very imperfect one! -
of the former. What capitalism is about, then, is a specific relation
between wage-labour and capital, a social organization in which
social labour is fragmented into firms independent of each other,
which take independent decisions about investment, prices -and
forms of financing growth, which compete with each other for
shares of markets and profits (of the total surplus-value produced

52. On this aspect of the development of home industries and of the first
manufactures in the fifteenth and sixteenth centuries, see, among other
sources, N. W. Posthumus, De Geschiedenis van de Leidsche -Lakenindustrie,
’s-Gravenhage, 1908.

53. See below, p. 165. In a note added by Engels in the fourth German
edition of Capital Vol.1 (see p. 138 below), he makes the point that in English
there are two different words to express the two different aspects of labour:
use-value-producing labour is called work, exchange-value-producing labour,
which is only quantitatively measured, is called labour.
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by productive labour in its totality), and which therefore buy and
exploit wage-labour under specific economic conditions, com-
pulsions and constraints. It is not simply a general relationship
between ‘producers’. and ‘accumulators’, or ‘producers’ and
‘administrators’, for such a relationship is in the last analysis
characteristic of all class societies and not specific to capitalism at
all.

The content of the economic institution of private capitalis there-
fore the independent firm (whether a small manufacturer or a giant
multi-national corporation). Whether the juridical form strictly
conforms to that content or not is irrelevant, and often poses
complex legal problems. Are stockholders only owners of income
titles, or are they owners of fractions of the firm’s ‘assets’ or
‘property’? The bankruptcy laws — which differ in different capital-
ist countries — can go into the most sophisticated nuances im-
aginable on this subject. But the vital economic decisions (key
investment decisions, for example) are taken by all those firms
which are really independent and not subordinate companies. The
basic fact of life of the capitalist economy is the fact that these vital
decisions are not taken by society as a whole or by the ‘associated
producers’.

Again, the content of this economic institution of private prop-
erty (fragmented social labour) should not be confused with the
question of the precise agents who take the independent firms’
decisions. Whether those who take the decisions are individual
owners, or representatives of stockholders, or so-called managers,
does not in the least change the fact that they are working under
the same previously analysed economic compulsion. Some econo-
mists today, such as Galbraith and even some Marxists, contend
that the contemporary giant corporation has largely freed itself
from these constraints.5* This is an illusion, born of an extrap-
olation from conditions prevailing during a rather lengthy boom.
In fact, the idea that any giant corporation, whatever its dimen-
sions or power, could emancipate itself definitively from the com-
pulsion of (monopolistic) competition, that is, could have. a
guaranteed specific demand for its products, independently of the
trade cycle and from technological innovation, could make sense
only if it were insulated both from economic fluctuations and

54. John Kenneth Galbraith, The New Industrial State, New York, 1967,
Chapter 18.
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from economic uncertainty, that is if the very nature of its output
as commodity production was denied. Experience does not con-
firm such a contention.

The basic distinction which Galbraith, following Baumol,
Kaysen and others, introduces between compulsion to profit
maximization (true for yesterday’s firms) and compulsion to
growth maximization (true for today’s corporations)®® becomes
devoid of practical long-term- significance once we understand
that growth remains essentially a function of profit, that capital
accumulation can result in the last analysis only from surplus-
value production and realization. The only kernel of truth which
remains, then, is the difference between short-term and long-term
profit maximization, which is indeed one of the basic differences
between competitive capitalism and monopoly capitalism.

The debate on the nature of capital has received a new and
significant impetus with the “internal’ critique of the theory of the
marginal productivity of capital by Piero Sraffa and the Cambridge
school. The latter have demonstrated convincingly that the
measurement of capital inputs in the neo-classical ‘production
function’ is based upon circular reasoning.’® For if the effect of
marginal increases or decreases of capital inputs upon output has
to be measured, this can only be done in money terms, given the
heterogeneous nature of so-called ‘capital goods’. ‘But this process
of pricing or valuation of capital inputs presupposes a rate of
return on the plant and equipment in question, of which the latter
value is the capitalization’; that is ‘one has to assume a rate of
interest in order to demonstrate how this equilibrium rate of
return is determined’.>” The way out, obviously, is to look for a
common substance in all the ‘capital goods’ independent of
money, thatis to return to socially necessary labour as the measur-
able substance of the value of all commodities.

55. ibid., Chapter 10. b

56. Joan Robinson, The Accumulation of Capital, London, 1956; Plero ]
Sraffa, Production of Commodities by Means of Commodities, Ca.mbrldge.
1960.

57. Maurice Dobb, ‘The Sraffa System and the Critique of the Neo-
Classical Theory of Distribution’, reprinted in E. K. Hunt and Jesse 'G.
Swartz (ed.), 4 Critique of Economic Theory, Harmondsworth, 1972, p. 207.
One should note, however, that, to use the Schumpeterian jargon, Dobb thus
only justifies the use of labour as a numéraire (a unit of account), in a typically
neo-Ricardian way, and not at all on the basis of the Marxist labour theory of
value.
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8. MARX’S THEORY OF ACCUMULATION OF CAPITAL

Capitalis thus, by definition, value looking for accretion, for sur-
plus-value. But if capital produces surplus-value, surplus-value
also produces additional capital. Under capitalism, economic
growth therefore appears in the form of accumulation of capital.
The basic drive of the capitalist mode of production is the drive to
accumulate capital. This is not so because of some mysterious and
tautological ‘accumulative passion’ or inclination on the part of
capitalists. It is essentially explained by competition, that is by the
phenomenon of ‘various capitals’. Without competition, Marx
states categorically, the ‘driving fire’ of growth would become
extinguished.>® Totally monopolized capital (‘a smgle world
trust’) would essentially be stagnating capital.

But competition is combined with the trend to replace labour
by machinery as a driving force for capital accumulation and eco-
nomic growth under capitalism. If the extension of output
maintained the given relationship between inputs of living labour
and inputs of dead labour (machinery and raw materials), it would
rapidly reach both a physical limit (the total available manpower)
and hence a profit limit. Under conditions of permanent full
employment, wages would tend to increase and erode profits to
the point where capital accumulation and economic growth would
gradually disappear.

Under capitalism, however, economic growth is not ‘neutral’
with respect to the relationship between living and dead labour
inputs (between variable and constant capital). It is heavily
loaded in favour of an expansion of labour-saving devices. Indeed,
a permanent tendency to increase the social productivity of labour
is the main civilizing by-product of capital accumulation,. the
main objective service which capitalism has rendered mankind.
Capital accumulation takes on the primary form of an increase in
the value of plant and equipment, as well as of the stock of raw
materials available in industrialized capitalist countries. On a
long-term basis, this accumulation is as impressive as Marx could
have imagined. The value of all accumulated private non-farm
producer durables multiplied more than tenfold in constant
dollars between 1900 and 1965 in the U.S.A., and this estimate is
certainly undervalued as it is based upon official records biased for
reasons of tax evasion.

58. Karl Marx, Capital, Vol. 3, p. 254.
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Capital accumulation is, of course, distinct from the behaviour
of pre-capitalist ruling classes. If all surplus-value were to be con- -
sumed in the form of luxury goods, no capital accumulation would
take place at all. Capital would then be maintained at the level it
had already reached. This special ‘limiting’ case was indeed pre-
sented by Marx under the name of ‘simple reproduction’, for
purely analytical reasons. It does not, of course, correspond to any
‘real’ stage or situation of a normally functioning capitalist mode
of production.®® As we pointed out, what characterizes capitalism
is precisely the compulsion to accumulate, that is ‘enlarged re-
production’.

Enlarged reproduction presupposes that not all surplus-value
produced by productive labour, and appropriated by the capitalist
class, is unproductively consumed. Part of it is transformed into
luxury goods and disappears from the process of reproduction.
Part of it is transformed into additional capital by being used to
buy additional plant and equipment, additional raw materials and
additional labour-power. This, then, is the process of accumulation
of capital: the transformation of surplus-value into additional
capital, which can produce new increments of surplus-value, lead-
ing to new increments of capital. The movement develops in the
form of a spiral, as Simonde de Sismondi, one of the early ‘ro-
mantic’ critics of capitalism, whom Marx quotes approvingly on
this question, already understood.

The fact that capital accumulation is possible only because part
of the surplus-value appropriated by the capitalist class is not
socially squandered in luxury goods constitutes the starting point
for the so-called ‘abstinence’ theory (more accurately, justifica-
tion) of profits and capitalist exploitation.®® Historically, there is
not an atom of evidence for the assumption that capital somehow
grew out of the ‘frugal habits’ of some members of the com-
munity, as opposed to the ‘improvidence’ of others, each .of
them having equal access to resources that were initially com-

59. One could say that it corresponds to a border case of stagnatlon m a‘
given phase of the trade cycle.

60. Even Schumpeter still largely defended this ‘abstinence’ theory" of
profit, although giving it a less vulgar character than in the case of Senior.
‘The capitalist . .. exchanges a fund against a flow. The “abstinence” .for
which . .. heis being paid enters into the accumulation of the fund. There is
no additional payment for refraining from consuming it even in cases in which
this would be physically possible’ (History of Economic Analysis, p. 661).
See also Capitalism, Socialism and Democracy, p. 16.
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parable. On the contrary, all historical evidence confirms that the
sudden appearance of large amounts of ‘capital’ (in the form of a
stock of precious metals and other treasure) in a society pre-
viously confined almost exclusively to natural economy (to the
output of goods possessing only use-value) was the result not of
‘frugality’ and ‘thrift’ but of large-scale piracy, robbery, vio-
lence, theft, enslavement of men and trade in slaves. The history of
the origins of West European usury and merchant capital between
the tenth and the thirteenth centuries, from the piracy in the Medi-
terranean through the plundering of Byzantium by the Fourth
Crusade to the regular plundering razzias into the Slav territories
of Central and Eastern Europe, is very eloquent in this respect.
What is unconfirmed by history is even more absurd in the light
of contemporary economic analysis. Nobody could seriously argue
that Messrs Rockefeller, Morgan and Mellon have to be com-
pensated for their virtue in not squandering tens of billions of
dollars on additional yachts, mansions and private jets — the vulgar
version of the abstinence theory. But its more sophisticated version,
namely the idea that the profits of the owners of capital are just
the way in which their ‘fund’ is transformed into the ‘flow’ of long-
term capital investment, provides a nice piece of circular reasoning.
For whence does the ‘fund’ originate, if not precisely from the
‘flow’, that is to say what else is capital if not accumulated profits?
To deny that profits originate in the process of production flies in
the face of all scientific as well as practical observation of what
goes on in a capitalist economy. Once we understand this, there
is no room left for any abstinence theory of profit — only for a
subtraction one. ,
The process of capital accumulation is viewed by Marx in
Capital at two different and successive levels of abstraction. In
Volume 1, in the framework of ‘Capital in general’, he examines
it essentially in the light of what occurs in and flows from the
exchange between wage-labour and capital. In Volume. 3, he
examines capital accumulation (economic growth under capital-
ism) in the light of what occurs in the sphere of ‘many capitals’,
that is of capitalist competition. I shall therefore leave to the in-
troduction to Volume 3 an examination of the main criticisms
made of Marx by those who question the validity of the laws of
motion of capital accumulation set out in that volume. Here, I
shall limit myself to examining the basic effects of capital ac-
cumulation on wage-labour. o
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Unlike many of his contemporaries, including some of the stern-
est non-Marxist critics of capitalism, Marx did not consider that
capital accumulation had a simple and unequivocally detrimental
effect upon the situation of wage-labour. Marx had studied the
movement of real wages during the trade cycle, and the fact that
wages were at their highest level when capital accumulation was
progressing at the quickest pace by no means escaped him.5* But,
once again, he tried to go beyond such evident facts to study the
Jfundamental modifications in value terms which capital accumu-
lation would exercise upon labour.

It thus became his contention that the very way in which capital
accumulation proceeds, the very motive force of capitalist pro-
gress — the development of fixed capital, of machinery — contains a
powerful dynamic to reduce the value of labour-power. For as this
value is the equivalent of the value of a given quantity of consumer
goods, supposed to be necessary to restore the capacity of a worker
to produce at a given level of intensity, a decrease in the value of
these consumer goods resulting from an increase in the produc-
tivity of labour in the consumer goods industry leads to a de-
crease in the value of labour-power, all other things remaining
equal.

This argument implies neither any tendency to a decrease in
real wages (on the contrary, it is based upon the assumption of
stable real wages in the short and medium term), nor any trend
towards ‘growing absolute misery’ of the working class. We shall
deal with this theory falsely attributed to Marx in the next section
of this introduction. But it does imply that the favourable results
of the increase in productivity of labour end by falling, to a large
extent, into the hands of the capitalist class, by transforming them-
selves into supplementary ‘relative surplus-value’, provided that
the long-term trend of the industrial reserve army of labour is
either stable or increasing.

On a world scale this has certainly been true for as long as
capitalism has existed. As Marx predicted, capitalism spread '1'1_"61:
only by creating new jobs but also by creating new unemployed (by
destroying employment of previous wage earners, and especially of
previously self-employed small farmers and handicraftsmen). But
to calculate a ‘world average value of labour-power’ is of course a
meaningless abstraction. Indeed, ever since industrial capitalism

61. Karl Marx, ‘Wages, Priceand Profit’, in Selected Works in one volume,
London, 1970, pp. 220-21.
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in the West started to swamp the rest of the world with its cheap,
mass-produced commodities, and at the latest since the eighteen-
seventies, a divergent trend has appeared in the world economy: a
long-term decline of the reserve army of labour in Western Europe
(as a result of exports of both emigrants and commodities) and a
_rise in the reserve army of labour in the underdeveloped countries.
(This latter process included, of course, the transformation of
masses of pre-capitalist farmers, cattle-raisers and artisans into
uprooted ‘marginalized’ vagrants, migrant seasonal labourers, and
forced labourers, following a pattern similar to what had happened
a few centuries earlier in Western Europe.)

The dynamics of ‘capital accumulation on a world scale’ have
therefore to be seen as those of an organic whole, and not as the
simple sum of capital accumulation processes in distinct countries.
The operation of the world market as a gigantic syphon to
transfer value from the south to the north of our planet (from the
countries with lower to the countries with higher productivity of
labour) lies at the very root of the imperialist system. While the
debate on the theoretical explanation of this phenomenon is still in
its initial stages,®? it is important to note that the phenomenon
itself is based upon uneven movements (uneven mobility) of
capital and labour, and introduces all those dimensions into the
analysis of capitalism which Marx reserved for the never-written
Volumes 4, 5 and 6 in the original plan of Capital.

The accumulation of capital is the accumulation of wealth in the
form of commodities, of value. Value production becomes a goal
in itself. Work is degraded to the level of a means by which to re-
ceive money incomes. One of the most striking and most *modern”’
parts of Capital is that which examines the inhuman consequences
of capital accumulation for the workers and for work itself. Marx-
himself added to the second German edition of Volume 1 the note

62. See, among other writings: Samir Amin, L’Accumulation a U'échelle
mondiale, Paris, 1970; Arghiri Emmanuel,. Unequal Exchange (including a
discussion with Charles Bettelheim), London, 1972; Christian Palloix,
L’Economie mondiale capitaliste, Paris, 1971; and the discussion of these
books by Ernest Mandel in Late Capitalism, London, 1975. Interestingly
enough, W. Arthur Lewis, in his ‘Development with Unlimited Supplies of
Labour’ (Manchester School of Economic and Social Studies, Vol. XXII,
May 1954), tries to show that stepped-up capitalaccumulation implies a large
industrial reserve army; but he limits this case exclusively to initial industria-
lization and does not admit Marx’s assumption of permanent reconstitution
of this reserve army through the mechanization process.
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that, under capitalism, labour-power not only becomes a
commodity for the capitalist but also receives this form for the
worker himself, implying that this degradation of work is both
objectively and subjectively the fate of the industrial proletariat. It
took ‘ official’ political economy a long time, indeed untilafterthe
growing revolt of the workers against assembly line speed-ups, to
discover what Marx had anticipated from a thorough under-
standing of the fundamental mechanisms which govern the
capitalist mode of production.

Because capital accumulation presupposes production for proﬁt,
because it has profit maximization as its very rationale, exact and
minute cost calculations entail constant reorganizations of the pro-
duction process with the single purpose of reducing costs. From
the point of view of the single capitalist firm, a worker cannot be
seen as a human being endowed with elementary rights, dignity,
and needs to develop his personality. He is a ‘cost element’ and
this ‘cost’ must be constantly and exclusively measured in money
terms, in order to be reduced to the utmost. Even when ‘human -
relations’ and ‘psychological considerations’ are introduced into
labour organization, they are all centred in the last analysis upon
‘economies of cost’ (of those ‘overhead costs’ called excessive
labour turnover, too many work interruptions, absenteeism,
strikes, etc.).63

Capitalist economy is thus a gigantic enterprlse of dehumani-
zation, of transformation of human beings from goals in them-
selves into instruments and means for money-making and capital
accumulation. It is not the machine, nor any technological com-
pulsion, which inevitably transforms workers and men and women
in general into appendices and slaves of monstrous equipment. It
is the capitalist principle of profit maximization by individual
firms which unleashes this terrifying trend. Other types of tech-
nology and other types of machine are perfectly conceivable —
provided that the guiding principle of investment is no longer -
‘cost-saving’ by individual competing firms, but the optimum
development of all human beings.

63. The most extreme case is that of ‘globalization of costs’ in.cost-benefit

analysis, in which human illness and death are likewise computed in the form
of money costs.



66 Introduction

9. MARX’S THEORY OF WAGES

Strangely enough, the idea of an ever-increasing decline in the
standard of living of the working class, which has often been
falsely attributed to Marx, originated with those economists
against whom he maintained a constant barrage of polemics after
perfecting his own economic theories. It originated with Malthus
and, via Ricardo, reached several socialists of Marx’s generation,
such as Ferdinand Lassalle. Whether under the guise of a “stable
wage fund’ or under the guise of an ‘iron law of wages’, it is
essentially a population growth theory of wages. Whenever wages
rise sufficiently above the physiological minimum, labourers are
supposed to have more children, who then in turn create large-
scale unemployment and depress wages back to the minimum.

The logical shortcomings of this theory are glaring. It examines
only what happens on the supply side of labour-power; it does not
examine at all what happens on the demand side. It presupposes
that the potential working population'is a linear function of
population increase, and that the demographic movement is in
turn a linear function of real income. All the intermediate links —
like the effects of increases of income not only upon the child
mortality rate but also upon birth rates, not to speak of the effects
of increases of income and of the organized strength of the work-
ing class on the length of the working week, the duration of train-
ing and the moment of retiring from the work process - are elimi-
nated from the chain of reasoning, thereby leading to wrong and
indeed absurd results.

If one compares Marx’s own theory of wages to the opinions
held by academic economists of his time, one sees at once the step
forward which he accomplished. For he points out not only that
labour-power, having been transformed by capitalism into a com-
modity, has a value which is objectively determined like the value
of all other commodities, but also that the value of labour-power
has a characteristic distinct from that of all other commodities —
to wit that it is dependent on two elements: the physiological
needsand the historical-moral needs of the working class.

This distinction is closely linked with the peculiar nature of
labour-power: a commodity inseparable from and integrated with
human beings, who are not only endowed with muscles and a
stomach, but also with consciousness, nerves, desires, hopes and
potential rebelliousness. The physical capacity to work can be
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measured by the calory inputs that have to compensate losses of
energy. But the willingness to work at a given rhythm, a given in--
tensity, under given conditions, with a given equipment of higher
and higher value-and increasing vulnerability, presupposes a level
of consumption which is not simply equivalent to a sum-total of
calories, but is also a function of what is commonly considered by
the working class to be its ‘current’, ‘habitual’ standard of living. 54
Marx notes that these habitual standards differ greatly from
country to country, and are generally higher in those countries
which have an advanced, developed capitalist industry than in
those which are still at pre-industrial levels, or are going through
the throes of  primitive’ industrial capital accumulation.®
We thus reach an unexpected conclusion: according to this
aspect of Marx’s work, real wages would actually have to be
higher in more advanced capitalist countries — and therefore also
in more advanced stages of capitalism — than in less developed
countries. This would also imply that they would tend to increase
in time, as the level of industrialization increases. On the other
hand, we have noted earlier that Marx explained fluctuation of
wages during the trade cycle, that is of the price and not of the
value of labour-power, as being governed essentially by the move-
.ments of the industrial reserve army. Real wages would tend to
increase in times of boom and full employment and to decline in
times of depression and large-scale unemployment. He indicated,
however, that there was nothing automatic about this movement,
and that the actual class struggle — including trade-union action,
which he considered indispensable for this very reason — was the
instrument through which workers could take advantage of more

64. Lenin makes the point that with the development of capitalist industry
there is a progressive increase in the workers’ needs (‘On the So-Called
Market Question’, in Collected Works, Vol. 1, pp. 106-7). See also Marx:

- “This much, however, can even now be mentioned in passing, namely that
the relative restriction on the sphere of the workers’ consumption (which.is
only quantitative, not qualitative, or rather, only qualitative as posited:
through the quantitative) gives them as consumers . .. an entirely different
importance as agents of production from that which they possessed e.g. in
antiquity or in the Middle Ages, or now possess in Asia’ (Grundrisse, Pehcan
Marx Library, p. 283). Also ibid., pp. 186-7, 409.

65. Karl Marx, ‘Wages, Price and Profit’, Selected Works in one volume
p. 223; Capital, Vol. 1, Chapter 22 (see below pp. 702-5). The most cate-
gorical statement in that respect is to be found in Theories of Surplus-Value,
Part II, pp. 16-17: ‘ The more productive one country is relative to another in
the world market, the higher will be its wages, as compared with the other.’
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favourable conditions on the ‘ labour market’ somewhat toincrease
their wages, whereas the main effect of depression was that it
would weaken the resistence of the working class to wage-cuts.

But Marx stuck to his theory of value with regard to wages.
Wages are the prices of the commodity labour-power. Like all
other prices, they do not fluctuate at random, but around an axis
which is the value of that commodity. The movements of wages
that are influenced by the ups and downs of the trade cycle ex-
plain only short-term fluctuations: these have to be integrated
within a wider analysis, explaining the long-term fluctuations of
wages in function of the changes in the value of labour-power.

We can thus formulate Marx’s theory of wages as an accumula-
tion of capital wage theory, in opposition to the crude demo-
graphic wage theory of the Malthus-Ricardo-Lassalle school.
Long-term movements of wages are a function of the accumu-
lation of capital in a fivefold sense:

— Accumulation of capital implies a decline in value of a given
basket of consumer goods included in the given standard of
living of the working class (with the given reproduction costs of
labour-power). In this sense, the development of capitalism tends
to depress the value of labour-power, all other things remaining
equal. Let us repeat: such a decline in the value of labour-power
does not imply a decline, but only a stability, of real wages. _

- Accumulation of capital implies a decline in the value and an ex-
pansion of the output (mass production) of consumer goods pre-
viously not included in the reproduction costs of labour-power. If
objective and subjective conditions are favourable, the working
class can force the inclusion of these goods into the accepted
minimum standard of living, can expand the ‘moral-historical’
component of the value of labour-power, thereby increasing its
value. This again does not happen automatically, but essentially
as a result of the class struggle.

- Accumulation of capital will favour the increase in value of
labour-power if the long-term structural supply of labour-power
does not strongly exceed demand, or is even below demand. This
explains why wages in the U.S.A. were from the beginning signific-
antly higher than in Europe, why wages started rising significantly
in the latter part of the nineteenth century in Europe as a result of
massive overseas emlgratlon of the reserve army of labour, and
why persistent massive unemployment and underemployment in
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the underdeveloped countries has implied a tendentially declining
value of labour-power (often even accompanied by declining real
wages) in the last two decades.

— Accumulation of capital forms the upper barrier which no in-
crease in the value or the price of labour-power can break under
capitalism. If and when the increase in the value of labour-power
implies a strong decline in surplus-value, accumulation of capital
slows down, large-scale unemployment reappears, and wages are
‘readjusted’ to a level compatible with capital accumulation. In
other words, under capitalism, wages can fall to the point where
the ‘historical-moral’ ingredient of the value of labour-power
completely disappears, where they are actually reduced to the bare
physiological minimum. They cannot rise to the point where-the
‘historical-moral’ ingredient of the value of labour-power wipes
"out surplus-value as the source of capital accumulation.

- Accumulation of capital implies increased exploitation of the
workers, including an increased attrition of labour-power, especi-
ally through intensification of the production process. But this in
turn implies the need for higher consumption just to reproduce
labour-power even physiologically. So one can say that, in this
sense, capitalism increases the value of labour-power by making
its exploitation more intensive.®® One can especially find negative
confirmation of this effect of the accumulation of capital on the
value of labour-power. Once wages decline below a certain level
(especially under the effects of wars or reactionary dictatorships),
the productive effort of the workers will decline and labour-power
will not be reconstituted to its full productive capacity, as a result
of too low a level of wages.

How, then, has it been possible for so many writers, for so long,
to have attributed to Marx a ‘theory of absolute impoverishment

66. We have noted that the value of labour-power is an objective category.
This implies, among ‘other phenomena, that an important increase in -the
intensity of the labour process leads to an increase in the value of labour- :
power, all other things remaining equal. A higher expenditure of labour-
power implies the need for higher consumption, for example, food of higher
calory content, to avoid an erosion of the capacity to work. Rosdolsky
(op. cit., Vol. 1; p. 331) in this respect draws attention to a distinction made by
Otto Bauer between ‘physiological needs’ born from the simple life process
of the worker, and those needs born from the work process, the second
expandmg progressively compared with the first in step precisely with the
growing intensification of work under capitalism.
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of the workers under capitalism’ which obviously implied a
theory of tendential fall in the value not only of labour-power but
even of real wages 797 In the first place because Marx, in his youth-
ful writings, did in fact hold such a theory — for example, .in the
Communist Manifesto.®® But this was formulated before he had
brought his theoretical understanding of the capitalist mode of
production to its final, mature conclusion. It is only in the years
1857-8 that we have the birth of Marx’s economic theory in its
rounded, consistent form. After he had written 4 Contribution to
the Critique of Political Economy and the Grundrisse, there was no
longer a trace of any such historical trend towards absolute im-
poverishment in his economic analysis.

In the second place, because so many writers confuse Marx s
treatment of the value of labour-power (which depends upon the
value of the consumer goods the worker buys with his wages) with
the category of real wages (determined by the mass of consumer
goods his wages buy). Under capitalism, given the constant in-
crease in the productivity of labour, these categories can move in
opposite directions.®®

67.See, among others: Pareto, op. cit.,, p. 63; Ludwig von Mises, Le
Socialisme, Paris, 1938, p.438; Schumpeter, Capitalism, Socialism and
Democracy, pp. 34-8; Karl Popper, The Open Society, Vol. 2, pp. 155-8; W.
Arthur Lewis, Theory of Economic Growth, London, 1955, p. 298 ; Eric Roll,
A History of Economic Thought (2nd edition), London, 1954, pp. 284, 293, etc.
Two authors who, though they have studied Marx closely and call themselves
Marxists, nevertheless repeat the same mistaken view are John Strachey in
Contemporary Capitalism, London, 1956, pp. 101-8 and Fritz Sternberg in
Der Imperialismus, Berlin, 1962, pp.57-60. More objective are Paul M.
Sweezy’s account in The Theory of Capitalist Development, Oxford, 1943,
pp. 87-92, and J. Steindl’s in Maturity and Stagnation in the American
Economy, Chapter 14, Oxford, 1952.

68. *Manifesto of the Communist Party The Revolutions of 1848, Pelican
Marx Library, 1973, pp. 74-5, 78.

69. Capital, Vol. 1, Chapter 17 (see below, p. 659), contains thekey formula
in that respect: ‘In this way it is possible, given increasing productivity of
labour, for the price of labour-power to fall constantly and for this fall to be
accompanied by a constant growth in the mass of the worker’s. means of
subsistence’ (our stress). In the same way, in a famous passage at the end of
‘Wages, Price and Profit’, Marx says that: ‘... consequently the general
tendency of capitalistic production is not to raise but to sink the average
standard of wages, or to push the value of labour to its minimum limit’ (Selected
Works in one volume, p. 225) and he adds that efforts to increase wages 99
times out of 100 only tend to maintain the value of labour-power. This whole
argument applies to the trend of the value of labour-power, not to that of real
wages.
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In the third place, because two famous passages in Capital
Volume 1 have been consistently misinterpreted.”® In both these
passages Marx does speak about ‘increasing misery’ and pauper-
ism, and about ‘accumulation of misery’. But the context indicates
clearly that what he is referring to is the poverty and misery of the
‘surplus population’, of the ‘Lazarus layer of the working class’,
thatis, of the unemployed or semi-employed poor. Revealing studies
on poverty in rich countries like the United States and Great
Britain™ have strikingly confirmed that the misery of these old-
age pensioners, unemployed, sick, homeless, degraded or ir-
regularly working lower layers of the proletariat is indeed a per-
manent feature of capitalism, including the capitalism of the ‘wel-
fare state’. The truthis simply that in passages such as these Marx
uses formulations that are ambiguous and so lend weight to con-
fusion on the question. '

Does this mean that Marx did not formulate any theory of im-
poverishment of the working class, or that he made optimistic
predictions about the general trend of working-class conditions
under capitalism? This would of course be a complete paradox,
in the light of what he wrote in Chapter 25 of Capital Volume 1.
The point to be made is simply that this chapter - like all of Marx’s
mature writings on this subject — is not concerned with movements
of real wages at all, any more than the chapters on value are about
movements of market prices of commodities other than the com-
modity labour-power. This is clearly indicated in the very passage
in question by Marx’s statement that as capital accumulates the
situation of workers becomes worse irrespective of whether their
wages are high or low."?

What we in fact have here is a theory of a tendency towards
relative impoverishment of the working class under capitalism ina

70. See below, Chapter 25, Section 4, pp. 797-8, 799.

71. Seé,for example, Michael Harrington’salready classic The Other America,

Harmondsworth, 1963, and the equivalent British study by Brian Abel'Smith
and Peter Townsend, The Poor and the Poorest, London, 1963, which estiz

mates that 14 per cent of the British population (7 million people!) were living -

in, or on the margin of, poverty twenty years after the establishment of the -
welfare state! To have revealed that such poverty is rooted in the system of
wage-labour, and that no permanent elimination of it (i.e. a guaranteed stand-
ard of living for all human beings, irrespective of how much they work or
indeed whether they work at all) is possible without upsetting the economic
compulsion to sell the proletarian’s labour-power, is one of Marx’smost epoch-
making discoveries and fundamental to hiseconomic theory.
72. See below, p. 799.
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double sense. Firstly, in the sense that productive workers tend to
get a smaller part of the new value they produce: in other words
there is a trend towards an increase in the rate of surplus-value.
Secondly, in the sense that even when wages rise the needs of the
workers as human beings are denied. This applies even to their
additional consumer needs that grow out of the very increase in the
productivity of labour which results from the accumulation of cap-
ital. One has only to think of the unfulfilled needs of workers in the
fields of education, health, skill acquisition and differentiation,
leisure, culture, housing, even in the richest capitalist countries of
today, to see how this assumption remains accurate in spite of the
so-called ‘ consumer society’. But it applies much more to the needs
of the worker as a producer and a citizen — his need to develop a
full personality, to become a rich and creative human being, etc.;
these needs are brutally crushed by the tyranny of meaningless,
mechanical, parcellized work, alienation of productive capacities
and alienation of real human wealth.

In addition to this law of general relative impoverishment of
workers under capitalism, Marx also notes a trend towards periodic
absolute impoverishment, essentially in function of the movement
of unemployment. This is closely linked to the inevitability of
cyclical fluctuations under capitalism, that is the inevitability of
periodic crises of overproduction, or ‘recessions’ as they are called
today with less provocative connotations. '

There is also another aspect of Marx’s theory of wages over
which, for almost a century, controversy has raged. This is the
question of thedifferent values of *skilled labour-power’ and ‘un-
skilled labour-power’ (whether related or not to the question of
whether Marx gives a satisfactory explanation of the fact that,
according to his labour theory of value, skilled labour produces
more value in an hour of work than unskilled labour). Starting
with Bshm-Bawerk, some critics have claimed to discover here
one of the basic inconsistencies in Marx’s economic theory.” For
if the greater productivity, in value terms, of skilled as opposed to
unskilled workers is a function of the higher wages of the former,
are we not back at Adam Smith’s famous circular argument, in

73. For example Bohm-Bawerk, op. cit, pp. 80-85; Pareto, op. cit.,
pp. 52-3; Schumpeter, Capitalism, Socialism and Democracy, p. 24, etc. An
" interesting discussion of this problem was recently provided by Bob Rowthorn,
‘Skilled Labour in the Marxist System’, in Bulletin of the Conference of
Socialist Economists, Spring 1974, )
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which the ‘price of labour’ determines the ‘natural price’ of
goods but is in turn determined by the ‘natural price’ of one
category of goods, so-called wage goods, that is food?

But in fact Marx avoided such circular reasoning, contrary to
what his critics mistakenly assume. He never explained the higher
value content of an hour of skilled labour as compared to an hour
of unskilled labour by the higher wages which skilled labour re-
ceives. This higher content is explained strictly in terms of the
labour theory of value, by the additional labour costs necessary for
producing the skill, in which are also included the total costs of
schooling spent on those who do not successfully conclude their
studies.” The higher value produced by an hour of skilled labour,
as compared to an hour of unskilled labour, results from the fact
that skilled labour participates in the ‘total labour-power’
(Gesamtarbeitsvermdgen) of society (or of a given branch of in-
dustry) not only with its own labour-power but also with a fraction
of the labour-power necessary to produce its skill. In other words,
each hour of skilled labour can be considered as an hour of un-
skilled labour multiplied by a coefficient dependent on this cost of
schooling.” Marx speaks in this context of ‘composite labour’ as
against ‘simple labour’. The skill, by analogy, can be compared to
anadditional tool, which is in itself not value-producing, but which
transfers part of its own value into the value of the product pro-
duced by the skilled worker.

74. This solution was first formulated by Hilferding in his answer to Bohm-
Bawerk (op. cit., pp. 136-46), then worked out more explicitly by Hans
Deutsch (Qualifizierte Arbeit und Kapitalismus, Vienna, 1904) and Otto Bauer
(‘Qualifizierte Arbeit und Kapitalismus’, in Die Neue Zeit, 1905-6, No. 20).
Deutsch differs from Hilferding in that according to Hilferding only the cost of
production of skill (the work of the teacher, etc.) adds to the value of skilled
labour-power, whereas for Deutsch the time spent by the apprentice (or stu-
dent) himself while learning has to be added to those costs. Bauer supports
Deutsch’s thesis that the ‘labour’ of the apprentice (student) creates supple:
mentary value and enters the process of value production of the skilled
worker, but contrary to Deutsch (and together with Hilferding) he contends .
that this value increases the surplus-value produced by the skilled worker, niot
the value of his own labour-power. See on this controversy also Rubin, op.cit.,
pp. 159-71,and Rosdolsky, op. cit., Vol. 2,pp. 597-614.

75. Rubin, op. cit., pp. 165-6.
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I0. MARX’S THEORY OF MONEY

Marx’s attempt to formulate his own theory of money originates
in a significant flaw in Ricardo’s economic system.?® While
Ricardo adheres to a strict labour theory of value concerning com-
modities, he contends that this is true for gold only if the quantity
in circulation remains in exact proportion to the mass and prices of
other commodities. Increases or decreases in this money circula-
tion would provoke an increase or decrease in commodity prices
and this in turn would provoke a further decrease or increase in the
value of gold. Marx tries to overcome this inconsistency by inte-
grating his theory of money into his general explanation of value,
value production and autonomous value circulation (money cir-
culation, capital circulation), on the basis of a rigorous application
of the labour theory of value.

As with the theory of value, the most important aspect of this
monetary theory is the qualitative one, which has hitherto re-
ceived too little attention from either the critics or the disciples of
Marx. The fact that social labour, in a society based upon general-
ized commodity production, is fragmented into many segments of
private labour executed independently of each other leads, as we
have seen, to the result that its social character can only be re-
cognized post festum, through the sale of the commodity and de-
pending upon the amount of equivalent it receives in this sale. The
social character of the labour embedded in the-‘commodity, there-
fore, can only appear as a thing outside the commodity — that is,
money. The fact that relations between human beings appear
under capitalism (generalized commodity production) as relations
between things — a phenomenon which Marx analysed at length in
the fourth section on ‘The Fetishism of the Commodity’ of
Chapter 1 of Capital Volume 1 (see pp. 163-77 below) - should,
therefore, not be understood in the sense that people under
capitalism, being in the grip of false consciousness, have the illu-
sion of being confronted with things when in reality they are con-
fronted with specific social relations of production. It is also an
objective necessity and compulsion. Under conditions of general-
ized commodity production, social labour cannot be immediately
recognized otherwise than through its exchange against money.
The circulation of commodities cannot but produce its own

76. Karl Marx, A Contribution to the Critique of Political Economy, pp. 170~
79. )
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counterpartin the circulation of the medium of exchange, money.””
Money is the.necessary materialization of abstract social labour:
that is the qualitative determinant in Marxist monetary theory.

It is by losing sight of this fundamental social nature of money,
rooted in specific social relations of production, that so many
authors, including Marxist ones,” have been tempted to give
money, and money-creation, functions which they cannot fulfil
in a society based upon private property. To assume an ‘automatic’
realization of the exchange-value of commodities through the
creation of an ‘adequate’ volume of money presupposes that that
value is pre-established, that all labour expended on the production
of these commodities was socially necessary labour. In other words,
it presupposes that there exists a permanent equilibrium of supply
with effective demand and, therefore, that there is no commodity
production at all but a priori adaptation of production to con-
sciously registered needs. Under capitalism, including monopoly
capitalism, this can never be achieved.

Money born from the process of exchange, from the circulation
of commodities, can realize the value of these commaodities only be-
cause it itself has value, because it itself is a commodity produced
by socially necessary abstract labour. Marx’s theory of money is,
therefore, above all a commodity theory of money in which the
monetary standards (precious metals) enter the process of circula-
tion with an intrinsic value of their own. From that point of view,
Marx must reject any quantity theory of money applied to money

77. See Marx’s footnote at the beginning of Chapter 3 on Money (below,
p. 188): ‘The question why money does not itself directly represent labour-
time, so that a piece of paper may represent, for instance, x hours’ labour,
comes down simply to the question why, on the basis of commodity produc-
tion, the products of labour must take the form of commodities. This is
obvious, because their taking the form of commodities implies their differenti-
ation into commodities [on the one hand] and the money commodity [on the
other]. It is also asked why private labour cannot be treated as its opposite, -
directly social labour.’ .o

78. For example, Hilferding’s proposal (Das Finanzkapital, pp. 29-30) for .
a category called ‘socially necessary value of circulation® (gesellschaftlich
notwendiger Zirkulationswert), established by dividing the sum of values of all
commodities by the velocity of circulation of money: Hilferding. does not
notice the incongruity of dividing quantities of value, i.e. socially necessary
labour guanta, by the velocity of circulation media. Only prices (the monetary
expression of value) can, of course, be so divided. Commodities cannot enter
the circulation process except with (preliminary) prices. (See A Contribution to
the Critique of Political Economy, pp. 66-8.)
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based upon a gold or gold-and-silver basis. When, with a given
velocity of circulation, a given amount of gold has a value higher
than that of the total mass of commodities against which it ex-
changes itself, it can no more ‘lose’ value (that is, provoke an in-
crease of prices through abundance of bullion) in the circulation
process than any other commodity. What happens is simply that
part of it will be withdrawn from circulation and hoarded, until
such time as the need for circulation again increases.

But if such a commodity theory of money implies a straight
rejection of the quantity theory, as long as money:-is directly based
upon precious metals, it points in the opposite direction as soon as
we are faced with paper bank notes which function in reality as
representatives of, and tokens for, precious metals. In this case,
quite independently of whether or not there is legal convertibility
of paper into gold,”® emission of paper money to the amount
which, at a given value of gold and a given velocity of circulation
of the bank notes, enables it to realize the prices of all the com-
modities in circulation; will leave these prices unaffected. But if
this amount of paper money in circulation is doubled at its face
value, all other things remaining equal, prices expressed in that
currency will also double, not in contradiction with, but in appli-
cation of, the labour theory of value. To simplify, if we presume
that each unit of gold circulates only once a year, the equation
1,000,000 tons of steel = 1,000 kilos of gold means that the same
quantity of socially necessary abstract labour (say 100,000,000
man hours) has been necessary to produce the respective quantities
of steel and gold. If £1,000,000 represents 1,000 kilos of gold, then
the fact that the price of 1 ton of steel is £1 is just a straight ex-
pression of the equality in value (in quantities of abstract labour)
between 1 ton of steel and 1 kilo of gold. Butif, through additional
issuing of paper money, 1,000 kilos of gold is now represented by
£2,000,000 instead of £1,000,000, then, all other things remaining
equal, the price of steel will rise from £1 to £2 in strict application
of the labour theory of value.

‘This does not mean that, with regard to paper money, Marx was
the proponent of any mechanistic quantity theory. There is an
evident analogy between his theory and the traditional forms of

79. This was, for example, the case in France after its military defeat by
Germany in 1870-71, when the payment of a heavy gold war indemnity to the
Reich imposed a temporary suspension of convertibility of the franc without
provoking any inflationary price movement in the Third Republic.
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the quantity of money; but this analogy is limited by two essential
factors. In the first place, for Marx, with paper money as with
metallic money, it is the movement of the value of commodities,
that is fluctuations of material production and of productivity of
labour, which remains the primum movens of price fluctuations,
not the ups and downs of the quantity of paper money in circula-
tion.8° In that respect, in Capital Volume 3, Marx examines the
need to increase money circulation at the moment of the outbreak
of the crisis, and he sharply criticizes the role which the Bank of
England played, through the application of the ‘currency prin-
ciple’, in accentuating money panics and monetary crises as
accelerators of crises of overproduction when these coincided with
an outflow of gold from England. In the same way, however, he.
denied any possibility of preventing recessions by issuing addi-
tional money.8!

In the second place, Marx understood perfectly that the dia-
lectical interrelationship of all the elements of a mechanistic
quantity theory equation excludes the possibility of simply de-
riving conclusions from independent variations of a single one of
these elements. He knew, for example, that the velocity of circula-
tion of money was co-determined by the trade cycle, and could not
be considered stable in a given phase when only the quantity of
money was supposed to change. Butan analysis of hisopinionson all
these subjects as well as a short comment on his whole theory of the
role of money in the trade cycle and of fictitious capital has its place
in the introduction to Volume 3 rather than Volume 1 of Capital.

With the development and generalization of commodity pro-
duction, money becomes more and more transformed into money
capital. It is more and more replaced by ‘monetary signs’ in the
process of circulation, and becomes more and more transformed
from a means of exchange into a means of payment, that is into the
counterpart of debts, into an instrument of credit. But in examm-
ing the credit role of money Marx maintains a rlgorous adherence
to the labour theory of value, so that his whole economic system is
thoroughly ‘monistic’. Money as the general equivalent of the

80. Except in cases of galloping mﬂatlon

81. See Karl Marx, Capital, Vol. 3, p. 503. In the margin of the first edltlon
of Capital Vol. 1, Marx added a note to Chapter 3, converted by Engels in
subsequent editions into a footnote (see below, p.236n.),in which heindicated
the distinction between monetary crises as expressmns of general crises of
overproduction, and autonomous monetary crises.
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exchange value of all commodities and money as the means to
settle debts (resulting out of the generalization of sales on credit)
are both claims on a given fraction of the total labour expenditure
of society in a given period. Whatever the ‘nominal’ value of the
currency, and whatever the ‘standard of measurement’ of prices, it
is. obviously impossible to distribute more labour quantities than
have been produced and stocked within the same period of time.
On the other hand, given the very nature of commodity production,
no general increase of money circulation (no increase of ‘aggregate
demand’) can in the long run prevent the eventuality that a whole
series of commodities produced will not meet the ‘ specific demand’
they need to allow their proprietors to realize at least the average
rate of profit. Technological changes, differences in productivity
between different plants and firms, changes in real wages and in
the structure of consumer expenditures, changes in the rate of
profit entailing changes in the direction and structure of invest-
ment: all these complex movements which make the trade cycle
and periodic recessions possible and indeed unavoidable under
conditions of generalized commodity production cannot be
eliminated by manipulation of currency volume or currency units.
Experience since Marx’s death, and especially since the ‘ Keynesian
revolution’, fully confirms the correctness of this diagnosis,
although it also confirms that, under specificconditions and within
specific limits, monetary policies can reduce the amplitude of
economic fluctuations, a fact of which Marx was perfectly aware.®2

Marx’s short comments on the dual nature of gold, as the basis
‘in the last resort’ of all paper money systems and as the only
possible ‘world currency’ acceptable for final settlement of ac-
counts between the central banks (and bourgeois classes) of
different nations, make especially interesting reading today, when
the Bretton Woods monetary system has broken down because of
the inconvertibility of the dollar into gold. It is interesting to note
that Marx, while rejecting all theories which explain the ‘value’ of
money by convention or state compulsion,®3 does relate this role
of gold as a means of final settlement of accounts on an inter-
national scale to the specific role of the bourgeois state. Among the
functions of the state is that of creating the ¢ general conditions for
capitalist production’. A coherent and accepted currency cer-

82. Karl Marx, Capital, Vol. 3, Chapter 34, especially p. 539.
'83. Karl Marx, Grundrisse, p. 165; A Contributionto the Critique of Political
Economy, p. 116. . )



Introduction 79

tainly belongs to these ‘general conditions’. Paper money with a
fixed rate of exchange (Zwangskurs) can be imposed only through
the authority of the state within given limits.3* But where this
authority is absent, proprietors of commodities cannot be forced
to accept in exchange for their goods paper money whose rate they
consider inflated. ‘Paper gold’ as a universal means of exchange
and payment on the world market presupposes, therefore, a world
government, in other words the absence of inter-imperialist com-
petition and, therefore, in the last analysis the withering away of
private property. To expect such a situation to occur under capital-
ism is utopian.

Marx’s theory of money has been much less analysed, criticized
and discussed by later Marxists than other parts of his economic
theory.®5 Aninteresting discussion did, however, occur on the eve
of the First World War between Hilferding, Kautsky and Varga,
on the possibility of deducing from the value of commodities a
‘socially necessary volume of money’ — a hypothesis which is
obviously mistaken since it confuses the value of commodities with
their price.8® Varga, moreover, in a series of polemics which were
continued in the early twenties, persisted in maintaining that, as
central banks bought gold at a fixed price, the fluctuations of the
intrinsic value of gold would not influence the general level of
prices, but only govern the ups and downs of the differential rent
commanded by gold mines with a productivity above the level
allowing the average rate of profit at the given price of gold.®’
Subsequent developments, especially in the last four or five years,
have confirmed that both these attempted corrections of Marx’s
theory of money were unfounded and wrong.

84. Karl Marx, Grundrisse, pp. 121-35; A Contribution to the Critique of
Political Economy, pp. 116,119-22, 149-53. ) ' -

85. A rare exception is the book by Bruno Fritsch, Die Geld- und Kredit-
theorie von Karl Marx, Frankfurt, 1968, which, although very critical, re-
cognizes Marx’s merit as the ‘first real theoretician of credit’. Much weaker
was an earlier book by H. Block, Die Marxsche Geldtheorie, Jena, 1926. :

86. Karl Kautsky, ‘Geld, Papier und Ware’, in Die Neue Zeit, 1911<12,
Nos. 24, 25. I

87. Eugen Varga, ‘Goldproduktion und Teuerung’, in Die Neue' Zeit,
1911-12, 1, No. 7,and 1912-13, I, No. 16; Rudolf Hilferding, ‘Geld und Ware’,
ibid,, 1911-12, I, No. 22; Karl Kautsky, ‘Die Wandlungen der Goldproduktion
und der wechselnde Charakter der Teuerung’, Erganzungschaft No. 16, Die
Neue Zeit,1912-13; Otto Bauer, ‘Goldproduktion und Teuerung’, Die Neue
Zeit, 1912-13, II, Nos. 1 and 2. This discussion continued between Varga and
‘E. Ludwig in 1923, in the theoretical organ of the KPD, Die Internationale.
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II. CAPITAL AND THE DESTINY OF CAPITALISM

Itis above all through its integration of theory and history that
Marxism manifests its superiority in the economic domain over
classical- and neo-classical political economy. It is through its
ability to foresee correctly long-term trends of capitalist. de-
velopment, including the main inner contradictions of the capitalist
mode of production which propel this long-term development
forward, that Capital continues to fascinate friend and foe alike.
Those: who, generation after generation, -continue to accuse
Marx of ‘unscientific’ parti pris or speculative excursions into the
realms of prophecy®® cannot escape the burden of proof. It is
up to them to accountfor the mysterious fact that a thinker accord-
ing to them so devoid of analytical tools should have been able
unfailingly to work out the long-term laws of motion that have
determined the development of capitalism for a century and a half.

Apart from the so-called law of increasing absolute impoverish-
ment of the working class wrongly attributed to Marx, the aspect
of the latter’s theoretical conclusions concerning the capitalist
mode of production which has been most consistently under attack
since Capital Volume 1 first appeared has been the so-called
‘theory of the inevitable collapse of capitalism’ (Zusammen-
bruchstheorie). First strongly challenged by the Bernsteinian
‘revisionists’ within the socialist movement, and only weakly
defended by most orthodox Marxists of the epoch,®® the theory
has been exposed to ridicule by a monotonous succession of
authors in the last decades. All have asked the ritual rhetorical
question: has not the capitalist mode  of production shown a
capacity of adaptation and self-reform far beyond anythmg which
Marx foresaw ?°°

88. The most outstanding example is that of Popper, The Open Society and
its Enemies, Vol. 2. See also, by the same author, Conjectures and Refutations,
pp. 33646, quoted above.

89. For Bernstein’s questioning of the breakdown theory see, for example,
op. cit., pp. 113-28. For a very mild reply see Heinrich Cunow, ‘Zur Zusam-
menbruchstheorie’ in Die Neue Zeit, 1898-9, 1, pp. 424-30. In Das Finanz-
kapital Hilferding already raised the theoretical possibility of an ‘organized’
capitalism without crises, through the operations of a ‘general cartel’ (op. cit,
p. 372).

.90. See, for example, Tugan-Baranovsky, op. cit., pp. 236-9; Schumpeter,
Capitalism, Socialism and Democracy, p. 42; Popper, The Open Society and its
Enemies, Vol. 2, p. 155 et al.; C.A.R. Crosland, The Futire of Socialism,
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Arguments along these lines usually contain.a basic flaw: they
try to prove too much. They contend that capitalism has survived
so many crises that nobody can seriously challenge its capacity to
survive future ones. But at the same time they also contend that
the present economic system in the West cannot any longer be
characterized as ‘capitalist’; and that through successive self-
reform and adaptation, in order to overcome crises which threat-
ened to wreck it, capitalism has transformed itself into a new social
organization of the economy. This they most often characterize by
the term ‘ mixed economy’, although a host of other formulas such
as ‘managerial capitalism’, ‘organized capitalism’, ‘managerial
society’, ‘technostructure rule’, etc. have at times been devised to
describeit.®!

But Capital is not simply-a powerful tool for understanding the
great lines of world development since the industrial revolution.
It also furnishes us with a clear and unequivocal definition of what
the capitalist mode of production essentially represents. Capital-
ism is neither a society of ‘perfect competition’, nor a society of
‘increasing pauperism’, nor a society where ‘private entrepreneurs
rule the factories’, nor even a society in which ‘money is the one
and only master’. Vague and imprecise definitions of this type,
which allow evasion of the basic issues, lead to endless confusion
about the relationship of today’s economic system in the West with
the economic system analysed by Capital.®* Capital shows that
the capitalist mode of production is fundamentally determined by

London, 1956, pp. 3-5, etc. An interesting and voluminous anthology of
texts related to the Zusammenbruchstheorie has been published in Italy by
Lucio Colletti and Claudio Napoleoni, Il futuro del capitalismo - crollo o
sviluppo ?, Bari, 1970.

91. It is impossible to list all the important authors who have evolved this
type of analysis. It is sufficient to indicate the main trends: that of James
Burnham’s ‘Managerial Revolution’; that of the social democrats and
Samuelson’s ‘mixed economy’ (see Crosland, op. cit., pp. 29-35); that -of .
Robin Morris’s ‘Managerial Capitalism’; and that of Galbraith’s ‘techno:
structure’ (The New Industrial State) which follows, perhaps unknowingly,
the analysis of the German Social Democrat Richard Loewenthal (writing
under the pen-name Paul Sering), in Jenseits des Kapitalismus, Nuremberg,
1946.

92, Here a characteristic statement by Popper: ‘How utterly absurd it is to
identify the economic system of the miodern democracies with the system Marx -
called ““capitalism”’ can be seen at a glance, by comparing it with his ten-point
programme for the communist revolution’-(in the Communist Manifesto of
1848) (The Open Society and its Enemies, Vol. 2, p. 129).
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three conditions and three only: (1) the fact that the mass of pro-
ducers are not owners of the means of production in the economic
sense of the word, but have to sell their labour-power to the own-
ers; (2) the fact that these owners are organized into separate firms
which compete with each other for shares of the market on which
commodities are sold, for profitable fields of investment for capital,
for sources of raw materials, etc. (that is, the institution of private
property in the economic sense of the word); (3) the fact that these
same owners of the means of production (different firms) are,
therefore, compelled to extort the maximum surplus-value from
the producers, in order to accumulate more and more capital -
which leads, under conditions of generalized commodity produc-
tion and generalized alienation, to constantly growing mechaniza-
tion of labour, concentration and centralization of capital, grow-
ing organic composition of capital, the tendency for the rate of
profit to fall, and periodically recurrent crises of over-production.

If these are the criteria, there can be no question that Western
society is still capitalist; that wage-labour and capital are still the
two antagonistic classes of society; that accumulation of capital is
more than ever the basic motive force of that society; and that the
extortion and realization of private profit governs the basic drive
of separate firms.

Such aspects of contemporary Western society as the fact that
some of these firms are nationalized; that there is growing state
intervention in the economy; that competition has become ‘im-
perfect’ (that it is no longer essentially fought by cutting prices,
but rather by reducing production costs and increasing distri-
bution and sales); that workers have strong trade unions (except
when, under conditions of violent social crisis, bourgeois demo-
cratic freedoms are abolished) and that their standard of living has
risen far more than Marx expected it to rise — all this in no way
abolishes or reduces the relevance of the basic structural features
of capitalism, as defined by Capital, from which all the basic laws
of motion of the system flow. These basic laws of motion thus
continue to remain valid. '

Without courting paradox one could even contend that, from a
structural point of view, the ‘concrete’ capitalism of the final
quarter of the twentieth century is much closer to the ‘abstract’
model of Capital than was the ‘concrete’ capitalism of 1867, when
Marx finished correcting the proofs of Volume 1. Firstly, because
the intermediate class of small independent producers, proprietors
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of their own means of production, which was still a significant
social layer a century ago, has today nearly been eroded out of
existence; dependent wage and salary earners, compelled to. sell
their labour-power, now amount to over 80 per cent of the eco-
nomically :active population in most Western countries and in
several to over 90 per cent. Secondly, because concentration and
centralization of capital has led to a situation where not only do a
couple of hundred giant corporations dominate the economy of
each imperialist country, but a few hundred multi-national cor-
porations also concentrate in their hands one third of all the wealth
of the capitalist world economy. Thirdly, because the productivity
and the objective socialization of labour have increased to such an
extent that production of value for private enrichment has become
absurd beyond anything Marx could have foreseen a century ago
and the world cries out so compellingly for a planned husbanding
of resources to -satisfy needs on the basis of consciously and
democratically chosen priorities that even opponents of socialism
cannot fail to understand the message.3
Why then, one might ask, have the exproprlators notyctbecome
the expropriated, and why does capitalism still survive in the highly
industrialized countries? The answer to that question would in-
volve a detailed critical review-of twentieth-century political and
social history. But the whole point is, of course, that. Marx never
predicted any sudden and automatic collapse of the capitalist
system in one ‘final’ crisis, due to a single economic ‘cause’. In the
famous Chapter 32 of Capital Volume 1, ‘ The Historical Tendency
of Capitalist Accumulation’, Marx describes economic tendencies
provoking a reaction from social forces. The growth of the
proletariat, of its exploitation, and of organized revolt against
"that exploitation, are the main levers for the overthrow of capital-
ism. Centrdlization of the means of production and objective
socialization of labour create the economic preconditions for a
society based upon collective property and free co- operation by.
associated producers. But they do not automatically produce such'
a society on some universal day of victory. They have to be cot-
sciously utilized, at privileged moments of social crisis, to brmg
about the revolutionary overthrow of the system. ’
Marx was as far removed from any fatalistic belief in the auto-
matic effects of economic determinism as any social thinker could

93. See, for example, the reaction of scholars like Barry Commoner (The
Closing Cycle, London, 1972) to the ecological crisis.
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be. He repeated over and over again that men made and had to
make their own history, only not in an arbitrary way and in-
dependently from the material conditions in which they found
themselves.”* Any theory of the collapse of capitalism, therefore,
can only present itself as Marxist if itis a theory of conscious over-
throw of capitalism, that is, a theory of socialist revolution.®3
Chapter 32, at the end of Capital Volume 1, only indicates in very
general terms how and why objective inner contradictions of the
capitalist mode of production make this overthrow both possible
and necessary. The rest has to result, in Marx’s words, from the
growth of ‘the revolt of the working class, a class constantly
increasing in numbers, and trained, united and organized by the
very mechanism of the capitalist process of production’.

In other words, between the growing economic contradictions of
the capitalist mode of production on the one hand, and the col-
lapse of capitalism on the other hand, there is a necessary medi-
ation: the development of the class consciousness, organized
strength and capacity for revolutionary action of the working class
(including revolutionary leadership). That chapter of Marxist
theory is not incorporated into Capital. Perhaps Marx intended to
discuss it in the book on the State which he wanted to write but
never came even to draft: At all events, he left no systematic ex-
position of his thought in this respect, although many ideas on the
subject are to be found scattered throughout his articles and letters.
It was up to his most gifted followers, foremost among them Lenin,
Trotsky and Rosa Luxemburg, to deal systematically with what
one mightcall ‘the Marxist theory of the subjective factor’.

94, See, for instance, the end of Marx’s remarkable letter to Friedrich Bolte
of 23 November 1871 (Selected Correspondence, pp. 269-71) in which he ex-
plains the necessity for previous organization of the working class in order for
it to be able to challenge the bourgeoisie for political power, and the fact that
without such systematic education through propaganda, agitation and action,
the working class remains a captive of bourgeois politics.

95. Rosa Luxemburgadmirably synthesized the contradictory trends as early
as 1899: ‘The production relations of capitalist society approach more and
more the production relations of socialist society. But on the other hand, its
political and juridical relations [and, one might add, their ideological reflec-
tions in the minds of men as well] establish between capitalist society and
socialist society a steadily rising wall. This wall is not overthrown but on the
contrary strengthened and consolidated by the development of social reforms
and the course of [bourgeois parliamentary] democracy’ (‘Reform or Revo-
lution’, in Mary Alice Waters (ed.), Rosa Luxemburg Speaks, New York,
1970, p. 57). ;
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The survival of capitalism to this day in the most industrialized
countries has certainly given it a life-span far beyond what Marx
expected. But this is not because the system has developed in
essentially other directions than those predicted by Capital. Nor
is it because it has been able to avoid a periodic repetition of ex-
plosive social crises. On the contrary, since the Russian revolution
of 1905, and certainly since the outbreak of the First World War,
such crises have become recurrent features of contemporary
history.

In the course of such crises, capitalism has indeed been over-
thrown in many countries, Russia and China being the most im-
portant. But contrary to what Marx expected, this overthrow
occurred not so much where the proletariat was most strongly
developed numerically and economically, as a result of the greatest
possible extension of capitalist industry, that is, in those countries
which also have a powerful bourgeois class. It occurred rather in
those countries where the bourgeoisie was weakest and where,
therefore, the political relationship of forces was favourable for a
young proletariat capable of gaining the support of a strongly
rebellious peasantry. This historical detour can be understood only
if one integrates into the analysis two key factors: on the one hand,
the development of imperialism and its effect on the large part of
the human race which lives in socially and economically under-
developed societies (the law of uneven and combined develop-
ment); on the other hand, the interrelationship between the lack of
revolutionary experience on the part of the Western working class
during the long period of organic growth’ of imperialism (1890-
1914) and the growing reformism and integration of social demo- .
cracy into bourgeois society and the bourgeois state which were
responsible for the failure of the first large-scale revolutionary
crises in the West, in 1918-23 (above all in Germany and Italy). As
a result of this failure, the victorious Russian revolution itself
became isolated, and the international working-class movement -~
went through the dark interlude of Stalinism, from which it only
slowly began to emerge in the nineteen-fifties. This brings us back
to what I have called the Marxist theory of the subjective factor
- and incidentally explains why, after the rich flowering of Marxist
economic theory in the period 1895-1930, a quarter of a century
of almost total stagnation occurred in that field too.

The debate around the Zusammenbruchstheorie has suffered
from a confusion between two different questions: the question
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whether the replacement of capitalism by socialism is inevitable
(an inevitable result of the inner economic contradictions of the
capitalist mode of production); and the question whether, in the
absence of a socialist revolution, capitalism would live on for
ever. A negative answer to the first question in no way implies a
positive one to the second. Indeed, classical Marxists, following
the young Marx, formulated their prognosis in the form of a
dilemma: socialism or barbarism.

The social catastrophes which mankind has witnessed since
Auschwitz and Hiroshima indicate that there was nothing ‘roman-
tic’ insuch a prognosis, but thatit expressed a clear insightinto the
terrif ying destructive potential of exchange-value production, cap-
italaccumulation, and the strugglefor personal enrichment as ends
in themselves. The concretemechanics of the economic breakdown
of capitalist economy may be open to conjecture. The interrela-
tionship of the downturn of value production (decline of the total
number of labour hours produced as a result of semi-automation),
of the increasing difficulty of realizing surplus-value, of increasing
output of waste not entering the reproduction process, of in-
creasing depletion of national resources and, above all, of long-
term decline of the rateof profit, is still farfrom clear.’® But a very
strong case can be made for the thesis that there are definite limits
to the adaptability of capitalist relations of production, and that
these limits are being progressively attained in one field after
another.

It is most unlikely that capitalism will survive another half-
century of the crises (military, political, social, monetary, cultural)
which have occurred uninterruptedly since 1914. It is most prob-
able, moreover, that Capital and what it stands for — namely a
scientific analysis of bourgeois society which represents the prole-
tariat’s class consciousness at its highest level — will in the end
prove to have made a decisive contribution to capitalism’s replace-
ment by a classless society of associated producers.

96. I shall return to this whole subject, and especially to the relationship of
the breakdown controversy to the tendency for the average rate of profit to
decline, inthe introduction to Capital, Vol. 3.

ERNEST MANDEL



Translator’s Preface

The original English translation of the first volume of Capital, by
Samuel Moore and Edward Aveling, was edited by Engels. His
letters show that he took the task very seriously, and, as Marx’s
friend and collaborator for forty years, he was certainly in a posi-
tion to make the translation an authoritative presentation of
Marx’s thought in English.

So why is a new translation necessary? Firstly, the English
language itself has changed. A translation made in the nineteenth
century can hardly survive this change intact. Think only of the
pejorative sense the word ‘labourer’ has taken on, making its
replacement by ‘worker’ essential.

Secondly, Engels always tried to spare Marx’s readers from
grappling with difficult passages. In this, he was following his
friend’s example. In the Postface to the French edition, written in
1875, Marx explains that he has revised the French text in order
to make it ‘more accessible to the reader’, even though the
rendering presented to him by Roy was ‘scrupulously exact’,
referring in justification to the French public’s impatience with
theoretical discussion. In 1975, however, after the immense effort
of critical investigation into Marxism made in the last few decades,
and the publication of hitherto unavailable texts, it is no longer
necessary to water down Capital in order to spare the reader (who -
was, in any case, generally put off by the bulk of the book rather
than its difficulty). Hence whole sentences omitted by Engels can
be restored, and theoretical difficulties, instead of being swept -
under the carpet, can be exposed to the daylight, in so far as the
English language is capable of this. This comment relates above
all to German philosophical terms, used repeatedly by Marx in
Capital, as indeed elsewhere. In translating these, I have tried not
to prejudge the philosophical questions, the question of Marx’s
relation to Hegel and that of the relation between his philosophy
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and his political economy, but rather to present a text which
would permit the reader to form his own view. _

Thirdly,itis generallyagreed that Marx was a master of literary
German. A translation which overlooks this will not do justice
to his vivid use of thelanguage and the startling and strong images
which abound in Capital. In my translation, I have always tried to
bear this element in mind. How successfully, the reader must
judge.

' BEN FOWKES

NOTRB
In compiling the editorial footnotes, indicated by asterisks etc.,

the translator has derived much assistance from the Marx-Engels
Werke (M EW ) edition of Capital.



Preface to the First Edition

This work, whose first volume I now submit to the public, forms
the continuation of my book Zur Kritik der Politischen Okonomie,
published in 1859.* The long pause between the first part and the
continuation is due to an illness of many years’ duration, which-
interrupted my work again and again. '

The substance of that earlier work is summarized in the first
chaptert of this volume. This is done not merely for the sake of
connectedness and completeness. The presentation is improved.
As far as circumstances in any way permit, many points only
hinted at in the earlier book are here worked out more fully, while,
conversely, points worked out fully there are only touched upon in
this volume. The sections on the history of the theories of value -
and of money are now, of course, left out altogether. However, the
reader of the earlier work will find new sources relating to the
history of those theories in the notes to the first chapter.

Beginnings are always difficult in all sciences. The understand-
ing of the first chapter, especially the section that contains the
analysis of commodities, will therefore present the greatest diffi-
culty. I have popularized the passages concerning the substance of
value and the magnitude of value as much as possible.}! The

1. This is the more necessary, in that even the section of Ferdinand Lassalle’s
work against Schulze-Delitzsch in which he professes to give ‘the intellectual
quintessence’ of my explanations on these matters, contains important mis=
takes. If Ferdinand Lassalle has borrowed almost literally from my writings,
and without any acknowledgement, all the general theoretical propositionsin -

* English translation: 4 Contribution to the Critique of Political Economy,
tr. S. W. Ryazanskaya, London, 1971.

tThe first chapter in the first edition. In subsequent editions this was ex-
panded to three chapters, as in this edition.

IIn this edition, numbered footnotes are Marx’s own. Those marked by
asterisksetc.arethe translator’s. .
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value-form, whose fully developed shape is the money-form, is
very simple and slight in content. Nevertheless, the human mind
has sought in vain for more than 2,000 years to get to the bottom
of it, while on the other hand there has been at least an approxi-
mation to a successful analysis of forms which-are much richer in
content and more complex. Why? Because the complete body is
easier to study than its cells. Moreover, in the analysis of economic -
forms neither microscopes nor chemical reagents are of assistance.
The power of abstraction must replace both. But for bourgeois
society, the commodity-form of the product of labour, or the
value-form of the commodity, is the economic cell-form. To the
superficial observer, the analysis of these forms seems to turn
upon minutiae. It does in fact deal with minutiae, but so similarly
does microscopic anatomy.

With the exception of the section on the form of value, there-
fore, this volume cannot stand accused on the score of difficulty. I
assume, of course, a reader who is willing to learn something new
and therefore to think for himself.

The physicist either observes natural processes where they occur
in their most significant form, and are least affected by disturbing
influences, or, wherever possible, he makes experiments under
conditions which ensure that the process will occur in its pure state.
What I have to examine in this work is the capitalist mode of
production, and the relations of production and forms of inter-
course [Verkehrsverhiltnisse] that correspond to it. Until now,
their locus classicus has been England. This is the reason why
England is used as the main illustration of the theoretical develop-
ments I make. If, however, the German reader pharisaically shrugs
his shoulders at the condition of the English industrial and agri-
cultural workers, or optimistically comforts himself with the
thought that in Germany things are not nearly so bad, I must
plainly tell him: De te fabulanarratur!*

Intrinsically, itis not a question of the higher or lower degree of

his economic works, for example those on the historical character of capital,
on the connection between the relations of production and the mode of pro-
duction, etc., etc., even down to the terminology created by me, this may per-
haps be due to purposes of propaganda. I am of course not speaking here of
his detailed working-out and application of these propositions, which I have
nothing to do with.

**The tale is told of you’ (Horace, Satires, Bk I, Satire 1).
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development of the social antagonisms that spring from the
natural laws of capitalist production. It is a question of these laws
themselves, of these tendencies winning their way through and
working themselves out with iron necessity. The country that is
more developed industrially only shows, to the less developed, the
image of its own future.

But in any case, and apart from all this, where capitalist pro-
duction has made itself fully at home amongst us,* for instance
in the factories properly so called, the situation is much worse
than in England, because the counterpoise of the Factory Acts is
absent. In all other spheres, and just like the rest of Continental
Western Europe, we suffer not only from the development of
capitalist production, but also from the incompleteness of that
development. Alongside the modern evils, we are oppressed by a
whole series of inherited evils, arising from the passive survival of
archaicand outmoded modes of production, with their accompany-
ing train of anachronistic social and political relations. We suffer
not only from the living, but from the dead. Le mort saisit le vif It

The social statistics of Germany and the rest of Continental
Western Europe are, in comparison with those of England, quite-
wretched. But they raise the veil just enough to let us catch a
glimpse of the Medusa’s head behind it. We should be appalled at
our own circumstances if, as in England, our governments and
parliaments periodically appointed commissions of inquiry into
economic conditions; if these commissions were armed with the
same plenary powers to get at the truth; if it were possible to find
for this purpose men as competent, as free from partisanship and
respect of persons as are England’s factory inspectors, her medical
reporters on public health, her commissioners of inquiry into the
exploitation of women and children, into conditions of housing
and nourishment, and so on. Perseus wore a magic cap sa that the-
monsters he hunted down might not see him. We draw the magic’
cap down over our own eyes and ears so as to deny that there a-'re'
any monsters. o

Let us not deceive ourselves about this. Just as in the eighteenth
_century the American War of Independence sounded the tocsin for
the European middle class, soin the nineteenth century the Ameri-
can Civil War did the same for the European working class. In
England the process of transformation is palpably evident. When
. it has reached a certain point, it must react on the Continent.
*ie. amongst the Germans.  T‘The dead man clutches onto the living!’
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There it will take a form more brutal or more humane, according
to the degree of development of the working class itself. Apart
from any higher motives, then, the most basic interests of the
present ruling classes dictate to them that they clear out of the
way all the legally removable obstacles to the development of the
working class. For this reason, among others, I have devoted a
great deal of space in this volume to the history, the details, and
the results of the English factory legislation. One nation can and
should learn from others. Even when a society has begun to track
down the natural laws of its movement — and it is the ultimate aim
of this work to reveal the economic law of motion of modern
society — it can neither leap over the natural phases of its develop-
ment nor remove them by decree. But it can shorten and lessen the
birth-pangs.

To prevent possible misunderstandings, let me say. this. I do not
by any means depict the capitalist and the landowner in rosy
colours. But individuals are dealt with here only in so far as they
are the personifications of economic categories, the bearers
[Triger] of particular class-relations and interests. My standpoint,
from which the development of the economic formation of society
is viewed as a-process of natural history, can less than any other
make the individual responsible for relations whose creature he
remains, socially speaking, however much he may subjectively
raise himself above them.

In the domain of political economy, free scientific inquiry does
not merely meet the same enemies as in all other domains. The
peculiar nature of the material it deals with summons into the fray
on the opposing side the most violent, sordid and malignant
passions of the human breast, the Furies of private interest. The
Established Church, for instance, will more readily pardon an
attack on thirty-eight of its thirty-nine articles than on one thirty-
ninth of its income. Nowadays atheism itself is a culpa levis,* as
compared with the criticism of existing property relations. Never-
theless, even here there is an unmistakable advance. I refer, as an
example, to the Blue Book published within the last few weeks:
‘Correspondence with Her Ma jesty’s Missions Abroad, Regarding
Industrial Questions and Trades’ Unions’. There the representatives
of the English Crown inforeign countries declare in plain language
that in Germany, in France, in short in all the civilized states of
the European Continent, a radical change in the existing relations

*¢Venial sin’.
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between capital and labour is as evident and inevitable as in Eng-
land. At the same time, on the other side of the Atlantic Ocean,
Mr Wade, Vice-President of the United States, has declared in
public meetings that, after the abolition of slavery, a radical trans-
formation in the existing relations of capital and landed property
is on the agenda. These are signs of the times, not to be hidden by
purple mantles or black cassocks. They do not signify that to-
morrow a miracle will occur. They do show that, within the ruling
classes themselves, the foreboding is emerging that the present
society is no solid crystal, but an organism capable of change, and
constantlyengaged in a process of change.

The second volume of this work will deal with the process of
the circulation of capital (Book II) and the various forms of the
process of capital in its totality (Book IlI), while the third and last
volume (Book I1V) will deal with the history of the theory.*

I welcome every opinion based on scientific criticism. As to the
prejudices of so-called public opinion, to which I have never made
concessions, now, as ever, my maxim is that of the great Florentine:

¢ Segui il tuo corso, elasciadirle genti’}

Karl Marx
London, 25 July 1867

*Books II and ITI were issued by Engels after Marx’s death as separate
volumes, and are referred to below as Volumes 2 and 3, as they are generally
known. This would have made Book IV Volume 4, but the manuscript for
this was eventually published by Kautsky as Theorieso f Sur plus-Value.

1¢Go on your way, and let the people talk.” Marx altered Dante’s words to
make them fit in here. The original is * Vien retro.a me, e lascia dir le genti’
(‘Follow me, and let the people talk’), in Divina Commedia, Purgatorio,
Canto V, line 13. )
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I must start by informing the readers of the first edition about the
alterations made in the second edition. The clearer arrangement
of the book will be immediately apparent. Additional notes are
everywhere marked as notes to the second edition. The follow-
ing are the most important points with regard to the text
itself : - '

In Chapter 1, Section 1, the derivation of value by analysis of
the equations in which every exchange-value is expressed has been
carried out with greater scientific strictness; similarly, the con-
nection between the substance of value and the determination of
the magnitude of value by the labour-time socially necessary,
which was only alluded to in the first edition; is now expressly
emphasized. Chapter 1, Section 3 (on the form of value), has been
completely revised, a task which was made necessary by the two-
fold presentation of it in the first edition, if by nothing else. Let me
remark in passing that this twofold presentation was occasioned
by my friend Dr L. Kugelmann, in Hanover. I was visiting him
in the spring of 1867 when the first proof-sheets arrived from
Hamburg, and he convinced me that most readers needed a sup-
plementary, more didactic exposition of the form of value. The
last section of the first chapter, ‘The Fetishism of Commodities,
etc.’, has been altered considerably. Chapter 3, Section 1 (on the
measure.of values), has been carefully revised, because in the first
edition this section was treated carelessly, the reader having been
referred to the explanation already given in Zur Kritik der Polit-
ischen Okonomie, Berlin, 1859. Chapter 7, particularly Section
2, has been re-worked to a great extent.

It would be pointless to go into all the partial textual changes,
which are often purely stylistic. They occur throughout the book.
Nevertheless, I find now, on revising the French translation which
is appearing in Paris, that several parts of the German original
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stand in need of a rather thorough re-working, while other parts
require rather heavy stylistic editing, and still others require the
painstaking elimination of occasional slips. But there was no time
for that. For I was informed only in the autumn of 1871, when in
the midst of other urgent work, that the book was sold out and
the printing of the second edition was to begin in January 1872.
The appreciation which Das Kapital rapidly gained in wide
circles of the German working class is the best rewardfor my lab-
ours. A man who in economic matters represents the bourgeois
standpoint, the Viennese manufacturer Herr Mayer, in a pamphlet
published during the Franco-German War,* aptly expounded the
idea that the great capacity for theory, which used to be considered
a hereditary German attribute, had almost completely disappeared
amongst the so-called educated classes in Germany, but that
amongst the workingclass, on the contrary, it was enjoying a revival.
Political economy remains a foreign science in Germany, up
to this very moment. In hjs Geschichtliche Darstellung des Handels,
der Gewerbe, usw.,} especially in the first two volumes, published
in 1830, Gustav von Giilich has already examined, for the most
part, the historical circumstances that prevented the development
of the capitalist mode of production in Germany, and consequently
the construction there of modern bourgeois society. Thus the
living soil from which political economy springs was absent. It had
to be imported from England and France as a ready-made article;
its German professors always remained pupils. The theoretical
expression of an alien reality turned in their hands into a collection
of dogmas, interpreted by them in the sense of the petty-bourgeois
world surrounding them, and therefore misinterpreted. The feeling
of scientific impotence, a feeling which could not entirely be sup-
pressed, and the uneasy awareness that they had to master an-area
in fact entirely foreign to them, was only imperfectly concealed
beneath a parade of literary and historical erudition, or by an ad-.
mixture of extraneous material borrowed from the so-called
kameral sciences,} a medley of smatterings through whose pur-:- °

*Sigmund Mayer, Die Sociale Frage in Wien, Vienna, 1871.

t Historical Descriptionof Commerce, Industry, etc., 5 vols., Jena, 1830-4S5.°

1 Kameralwissenschaft, or Cameralism, was the German version of Mer-
cantilism. It tended to see political economy in narrow terms as a matter of’
finance and administration, since it arose as a set of ideas as to how the
rulers of German princely states could use their revenues to promote the
state’s well being. Notable Cameralists were von H6rnigkh in the seventeenth
and Justi in the eighteenth century.
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gatory the hopeful candidate for the German bureaucracy has to
pass.

Since 1848 capitalist production has developed rapidly in
Germany, and at the present time it is in the full bloom of specu-
lation and swindling. But fate is still unpropitious to our profes-
sional economists. At the time when they were able to deal with
political economy in an unprejudiced way, modern economic con-
ditions were absent from the reality of Germany. And as soon as
these conditions did come into existence, it was under circum-
stances that no longer permitted their impartial investigation with-
in the bounds of the bourgeois horizon. In so far as political eco-
nomy is bourgeois, i.e. in so far as it views the capitalist order as
the absolute and ultimate form of social production, instead of as a
historically transient stage of development, it can only remain a
science while the class struggle remains latent or manifests itself
only in isolated and sporadic phenomena.

Let us take England. Its classical political economy belongs to a
period in which the class struggle was as yet undeveloped. Its last
great representative, Ricardo, ultimately (and consciously) made
the antagonism of class interests, of wages and profits, of profits
and rent, the starting-point of his investigations, naively taking
this antagonism for a social law of nature. But with this contri-
bution the bourgeois science of economics had reached the limits
beyond which it could not pass. Already in Ricardo’s lifetime, and
in opposition to him, it was met by criticism in the person of
Sismondi.! .

The. succeeding period, from 1820 to 1830, was notable in
England for the lively scientific activity which took place in the
field of political economy. It was the period of both the vulgarizing
and the extending of Ricardo’s theory, and of the contest of that
theory with the old school. Splendid tournaments were held.
What was achieved at that time is little known on the European
Continent, because the polemic is for the most part scattered over
articles in reviews, piéces d’occasion and pamphlets. The unpre-
judiced character of this polemic — although Ricardo’s theory
already serves, in exceptional cases, as a weapon with which to
attack the bourgeois economic system - is explained by the cir-
cumstances of the time. On the one hand, large-scale industry itself

1. See my work Zur Kritik der Politischen Okonomie, p. 39 [English trans-
lation, p. 61].
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was only just emerging from its childhood, as is shown by the fact
that the periodic cycle of its modern life opens for the first time
with the crisis of 1825. On the other hand, the class struggle be-
tween capital and labour was forced into the background, politic-
ally by the discord between the governments and the feudal
aristocracy gathered around the. Holy Alliance, assembled in one
camp, and the mass of the people, led by the bourgeoisie, in the
other camp, and economically by the quarrel between industrial
capital and aristocratic landed property. This latter quarrel was
concealed in France by the antagonism between small-scale,
fragmented property and big landownership, but in England it
broke out openly after the passing of the Corn Laws. The litera-
ture of political economy in England at this time calls to mind the
economic ‘storm and stress period’ which in France followed the
death of Dr Quesnay,* -but only as an Indian summer reminds us
of spring. With the year 1830 there came the crisis which was to be
decisive, once and for all.

In France and England the bourgeoisie had conquered political
power. From that time on, the class struggle took on more and
more explicit and threatening forms, both in practice and in
theory. It sounded the knell of scientific bourgeois economics. It
was thenceforth no longer a question whether this or that theorem
was true, but whether it was useful to capital or harmful, expedient
or inexpedient, in accordance with police regulations or contrary
to them. In place of disinterested inquirers there stepped hired
prize-fighters; in place of genuine scientific research, the bad
conscience and evil intent of apologetics. Still, even the importun-
ate pamphlets with which the Anti-Corn Law League, led by the
manufacturers Cobden and Bright, deluged the world offer a his-
torical interest, if no scientific one, on account of their polemic
against the landed aristocracy. But since then the free-trade
leglslatlon inaugurated by Sir Robert Peel has deprived vulgar
economics even of this, its last sting.

The Continental revolution of 1848 also had its reaction in: N

*Dr Quesnay died in 1774. His death was immediately followed by Turgot’s
attempt to put Physiocratic ideas into practice, while he was Louis XVI’s
Controller-General (1774-6). His fall in 1776 opened a period of political and
economic crisis which culminated in the French Revolution. It is this which
Marx has in mind, rather than the (somewhat exiguous) theoretical writings of
the period after 1774.
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England. Men who still claimed some scientific standing and
aspired to be something more than mere sophists and. sycophants
of the ruling classes tried to harmonize the political economy of
capital with the claims, no longer to be ignored, of the proletariat.
Hence a shallow syncretism, of which John Stuart Mill is the best
representative. This is a declaration of bankruptcy by ‘bourgeois’
economics, an event already illuminated in a masterly manner by
the great Russian scholar and critic N. Chernyshevsky, in his
Outlines of Political Economy According to Mill.

In Germany, therefore, the capitalist mode of production came
to maturity after its antagonistic character had already been re-
vealed, with much sound and fury, by the historical struggles
which took place in France and England. Moreover, the German
proletariat had in the meantime already attairied a far clearer
theoretical awareness than the German bourgeoisie.- Thus, at the
very moment when a bourgeois science of political economy at
last seemed possible in Germany, it had in reality again become
impossible.

Under these circumstances its spokesmen divided into two
groups. The one set, prudent, practical business folk, flocked to
the banner of Bastiat, the most superficial and therefore the most
successful representative of apologetic vulgar economics; the
other set, proud of the professorial dignity of their science, fol-
lowed John Stuart Mill in his attempt to reconcile the irreconcil-
able. Just as in the classical period of bourgeois economics, so also
in-the period of its decline, the Germans remained mere pupils,
imitators and followers, petty retailers and hawkers in the service
of the great foreign wholesale concern.

The peculiar historical development of German society there-
fore excluded any original development of ‘ bourgeois’ economics
there, but did not exclude its critique. In so far as such a critique
represents a class, it can only represent the class whose historical
task is the overthrow of the capitalist-mode of production and the
final abolition of all classes — the proletariat.

The learned and unlearned spokesmen of the German bour-
geoisie tried at first to kill Das Kapital with silence, a technique
which had succeeded with my earlier writings, As soon as they
found that these tactics no longer fitted the conditions of the time,
they wrote prescriptions ‘for tranquillizing the bourgeois mind’,
on the pretext of criticizing my book. But they found in the work-
ers’ press — see for example Joseph Dietzgen’s articles in the
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Volksstaat* - champions stronger than themselves, to whom they
still owe a reply even now.?

An excellent Russian translation of Capital appeared in the
spring of 1872 in St Petersburg. The edition of 3,000 copies is
already nearly exhausted. As early as 1871, N. Sieber, Professor of
Political Economy in the University of Kiev, in his work David
Ricardo’s Theory of Value and of Capital, referred to my theory of
value, money and capital as in its fundamentals a necessary sequel
to the teaching of Smith and Ricardo. What astonishes a Western
European when he reads this solid piece of work is the author’s
consistent and firm grasp of the purely theoretical position.

That the method employed in Capifal has been little understood
is shown by the various mutually contradictory conceptions that
have been formed of'it.

Thus the Paris Revue Positivistet reproaches me for, on the one
hand, treating economics metaphysically, and, on the other hand -
imagine this! - confining myself merely to the critical analysis of
the actual facts, instead of writing recipes (Comtist ones?) for the
cook-shops of the future. Professor Sieber has already given the-
answer to the reproach about metaphysics: ‘In so far as it deals

2. The mealy-mouthed babblers of German vulgar economics grumbled
about the style of my book. No one can feel the literary shortcomings of
Capital more strongly than I myself. Yet I will quote in this connection one
English and one Russian notice, for the benefit and enjoyment of these gentle-
men and their public. The Saturday Review, an entirely hostile journal, said
in its notice of the first edition: ‘The presentation of the subject invests the
driest economic questions with a certain peculiar charm.’ The St Petersburg
Journal (Sankt-Peterburgskye Vyedomosty), in its issue of 20 April 1872, says:
‘The presentation of the subject, with the exception of one or two excessively
specialized parts, .is distinguished by its comprehensibility to the general
reader, its clearness, and, in spite of the high scientific Ievel of the questions
discussed, by an unusual liveliness. In this respect the author in no way
resembles . . . the majority of German scholars, who . . . write their books in a
language so dry and obscure that the heads of ordinary mortals are cracked

by it.’ L

i

*Dietzgen’s articles on Capital actually appeared in Nos. 31, 34, 35.and 36
of the Demokratisches Wochenblatt in 1868. After the founding congress of the
German Social Democratic Workers’ Party in 1869 the paper was made its
official organ, and renained Der Volksstaat.

t La Philosophie Positive. Revue was the journal of the followers of Auguste
Comte. It appeared in Paris between 1867 and 1883, under the editorship of
E. Littré.
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with actual theory, the method of Marx is the deductive method of
the whole English school, a school whose failings and virtues are
common to the best theoretical economists.” Mr M. Block —in Les
Théoriciens du socialisme en Allemagne. Extrait du Journal des
économistes, Juillet et Aoiit 1872 — makes the discovery that my
method is analytic, and says: ‘With this work, M. Marx. can be
ranged among the most eminent analytical thinkers.” The German
reviewers, of course, cry out against my ‘ Hegelian sophistry’. The
European Messenger (Vyestnik Evropy) of St Petersburg, in an
article dealing exclusively with the method of Capital (May 1872
issue, pp. 427-36), finds my method of inquiry severely realistic,
but my method of presentation, unfortunately, German-dialectical.
It says: ‘At first sight, if the judgement is made on the basis of the
external form of the presentation, Marx is the most idealist of
philosophers, and indeed in the German, i.e. the bad sense of the
word. But in point of fact he is infinitely more realistic than all his
predecessors in the ‘business of economic criticism . .. He can in
no sense be called an idealist.’ I cannot answer the writer of this
review* in any better way than by quoting a few extracts from his
own criticism, which may, apart from this, interest some of my
readers for whom the Russian original is inaccessible.

After a quotation from the preface to my Zur Kritik der Polit-
ischen Okonomie, Berlin, 1850, p. iv—vii,T where I have discussed the
materialist basis of my method, the reviewer goes on: ‘The one
thing which is important for Marx is to find the law of the pheno-
mena with whose investigation he is concerned; and it is not only
the law which. governs these phenomena, in so far as they have a
definite form and mutual connection within a given historical
period, that is important to him. Of still greater importance to
him is the law of their variation, of their development, i.e. of their
transition from one form into another, from one series of con-
nections into a different one. Once he has discovered this law, he
investigates in detail the effects with which it manifests itself in
social life . . . Consequently, Marx only concerns himself with one
thing: to show, by an exact scientific investigation, the necessity
of successive determinate orders of social relations, and to establish,
as impeccably as possible, the facts from which he starts out and

*], 1. Kaufman (1848-1916), Russian economist, Professor of Political
Economy at the University of St Petersburg, and author of numerous works
on money and credit.

1 English translation, pp. 19-23.
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on which he depends. For this it is quite enough, if he proves, at
the same time, both the necessity of the present order of things, and
the necessity of another order into which the first must inevitably
pass over; and it is a matter of indifference whether men believe or
do not believe it, whether they are conscious of it or not. Marx
treats the social movement as a process of natural history, governed
by laws not only independent of human will, consciousness and
intelligence, but rather, on the contrary, determining that will,
consciousness and intelligence . . . If the conscious element plays
such a subordinate part in the history of civilization, it is self-
evident that a critique whose object is civilization itself can, less
than anything else, have for its basis any form or any result of
consciousness. This means that it is not the idea but only its ex-
ternal manifestation which can serve as the starting-point. A
critique of this kind will confine itself to the confrontation and
comparison of a fact, not with ideas, but with another fact. The
only things of importance for this inquiry are that the facts be
investigated as accurately as possible, and that they actually form
different aspects of development vis-d-vis each other. But most
important of all is the precise analysis of the series of successions,
of the sequences and links within which the different stages of
development present themselves. It will be said, against this, that
the general laws of economic life are one and the same, no matter
whether they are applied to the present or the past. But this is
exactly what Marx denies. According tohim, such abstract laws do
not exist ... On the contrary, in his opinion, every historical
period possesses its own laws ... As soon as life has passed
through a given period of development, and is passing over from
one given stage to another, it begins to be subject also to other
‘laws. In short, economic life offers us a phenomenon analogous to
the history of evolution in other branches of biology . . . The old
economists misunderstood the nature of economic laws when they
likened them to the laws of physics and chemistry. A more
thorough analysis of the phenomena shows that social organisn'ls
differ among themselves as fundamentally as plants or animals;
Indeed, one and the same phenomenon falls under quite different
laws in consequence of the different general structure of these
organisms, the variations of their individual organs, and the
different conditions in which those organs function. Marx denies,
forexample, that the law of population is the same at all times and
in all places. He asserts, on the contrary, that every stage of de-
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velopment has its own law of population ... With the varying
degrees of development of productive power, social conditions and
the laws governing them vary too. While Marx sets himself the
task of following and explaining the capitalist economic order
from this point of view, he is only formulating, in a strictly
scientific manner, the aim that every accurate investigation into
economic life must have ... The scientific value of such an in-
quiry lies in the illumination of the special laws that regulate the
origin, existence, development and death of a given social organ-
ism and its replacement by another, higher one. And in fact this is
the value of Marx’s book.’

Here the reviewer pictures what he takes to be my own actual
method, in a striking and, as far as concerns my own application
of it, generous way. But what else is he depicting but the dialectical
method?

Of course the method of presentation must differ in form from
that of inquiry. The latter has to appropriate the material in de-
tail, to analyse its different forms of development and to track
down their inner connection. Only after this work has been done
can the real movement be appropriately presented. If this is done
successfully, if the life of the subject-matter is now reflected back
in the ideas, then it may appear as if we have before us an a priori
construction.

My dialectical method is, in its foundations, not only different
from the Hegelian, but exactly opposite to it. For Hegel, the pro-
cess of thinking, which he even transforms into an independent
subject, under the name of ‘the Idea’, is the creator of the real
world, and the real world is only the external appearance of the
idea. With me the reverse is true: the ideal is nothing but the
material world reflected in the mind of man, and translated into
forms of thought.

I criticized the mystificatory side of the Hegelian dialectic
nearly thirty years ago, at a time when it was still the fashion. But
just when I was working at the first volume of Capital, the ill-
humoured, arrogant and mediocre epigones who now talk large in
educated German circles began to take pleasure in treating Hegel
in the same way as the good Moses Mendelssohn treated Spinoza
in Lessing’s time, namely as a ‘dead dog’.* I therefore openly

*Moses Mendelssohn (1729-86) was a philosopher who popularized the
ideas of the Enlightenment in Germany, and a friend of Lessing. Marx refers
here to Mendelssohn’s controversy with Jacobi over the alleged Spinozism of
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avowed myself the pupil of that mighty thinker, and even, here
and there in the chapter on the theory of value, coquetted with the
mode of expression peculiar to him. The mystification which the
dialectic suffers in Hegel’s hands by no means prevents him from
being the first to present its general forms of motion in a compre-
hensive and conscious manner. With him it is standing on its head.
It must be inverted, in order to discover the rational kernel within
the mystical shell.

In its mystified form, the dialectic became the fashion in Ger-
many, because it seemed to transfigure and glorify what exists. In
its rational form it is a scandal and an abomination to the bour-
geoisie and its doctrinaire spokesmen, because it includes in its
positive understanding of what exists a simultaneous recognition
of its negation, its inevitable destruction; because it regards every
historically developed form as being in a fluid state, in motion,
and therefore grasps its transient aspect as well; and because it
does not let itself be impressed by anything, being in its very
essence critical and revolutionary.

The fact that the movement of capitalist society is full of con-
tradictions impresses itself most strikingly on the practical bour-
geois in the changes of the periodic cycle through which modern
industry passes, the summit of which is the geperal crisis. That
crisis is once again approaching, although as yet it is only in its
preliminary stages, and by the universality of its field of action
and the intensity of its impact it will drum dialectics even into the
heads of the upstarts in charge of the new Holy Prussian-German
Empire.

Karl Marx
London, 24 January 1873

Lessing. In the pamphlet ‘Moses Mendelssohn to the Friends of Lessing’
(1786), he defends the latter against this ‘accusation’ and the related one
of atheism.
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To citizen Maurice La Chdtre

Dear Citizen,

I applaud your idea of publishing the translation of Capital as
a serial. In this form the book will be more accessible to the work-
ing class, a consideration which to me outweighs everything else.

That is the good side of your suggestion, but here is the reverse
of the medal: the method of analysis which I have employed, and
which had not previously been applied to -economic subjects,
makes the reading of the first chapters rather arduous, and it is to
be feared that the French public, always impatient to come to a
conclusion, eager to know the connection between general prin-
ciples and the immediate questions that have aroused their pas-
sions, may be disheartened because they will be unable to move
on at once.

That is a disadvantage I am powerless to overcome, unless it
be by forewarning and forearming those readers who zealously
seek the truth. There is no royal road to science, and only those
who do not dread the fatiguing climb of its steep paths have a
chance of gaining its luminous summits.

Believe me, dearcitizen,

Your devoted,
Karl Marx

London, 18 March 1872
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To the Reader

Mr J. Roy set himself the task of producing a version that would
be as exact and even literal as possible, and has scruj ulously ful-
filled it. But his very scrupulousness has compelled me to modify
his text, with a view to rendering it more intelligible to the reader.
These alterations, introduced from day to day, as the book was
published in parts, were not made with equal care and were bound
tqoresultinalack of harmony in style.

Having once undertaken this work of revision, I was led to
apply it also to the basic original text (the second German edition),
to simplify some-arguments, to complete others, to give additional
historical or statistical material, to add critical suggestions, etc.
Hence, whatever the literary defects of this French edition may be,
it possesses a scientific value independent of the original and
should be consulted even by readers familiar with German,

Below I give the passages in the Postface to the second German
edition which treat of the development of political economy in
Germany and the method employed in the present work.*

Karl-Marx
London, 28 April 1875 '

* See above, pp. 95-103.
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Marx was not destined to get this, the third edition, ready for the
press himself. The powerful thinker, to whose greatness even his
opponents now make obeisance, died on 14 March 1883.

Upon me who, in Marx, lost the best, the truest friend I had -
and had for forty years - the friend to whom I am more indebted
than can be expressed in words— upon me now devolved the duty of
attending to the publication of this third edition, as well as of the
second volume, which Marx had left behind in manuscript. I must
now account here to the reader for the way in which I discharged
the first part of my duty.

It was Marx’s original intention to re-write a great part of the
text of the first volume, to formulate many theoretical points
more exactly, to insert new ones, and to bring historical and
statistical materials up to date. But his ailing condition and the
urgent need to do the final editing of the second volume* induced
him to give up this scheme: Only the most necessary alterations
were to be made, only the insertions which the French edition (Le
Capital, par Karl Marx, Paris, Lachatre, 1873%) already contained
were to be putin.

Among the books left by Marx there was a German copy which
he himself had corrected here and there and provided with refer-
ences to the French edition; also a French copy in which he had
indicated the exact passages to be used. These alterations and
additions are confined, with few exceptions, to Part Seven of the
book, entitled ‘The Process of Accumulation of Capital’. Here
the previous text followed the original draft more closely than
elsewhere, while the preceding sections had been gone over more
thoroughly. The style was therefore more vivacious, more of a
single cast, but also more careless, studded with Anglicisms and

*See above, p. 93, first note. ,
1The French edition appeared in instalments between 1872 and 1875.
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in parts unclear; there were gaps here and there in the presenta-
tion of arguments, some important particulars being merely
alluded to. ,

With regard to the style, Marx had himself thoroughly revised
several sub-sections and had thereby indicated to me here, as well
as in numerous oral suggestions, the length to which I could go in
eliminating English technical terms and other Anglicisms. Marx
would in any event have gone over the additions and supple-
mentary texts and have replaced the smooth French with his own
terse German; I had to be satisfied, when transferring them, with’
bringing them into maximum harmony with the original text.

Thus not a single word was changed in this third edition with-
out my firm conviction that the author would have altered it him-
self. It would never occur to me to introduce into Capital the
current jargon in which German economists are wont to express
themselves — that gibberish in which, for instance, one who has
others give him their labour for cash is called a labour-giver
[Arbeitgeber] and one whose labour is taken away from him for
wages is called a labour-taker [Arbeitnehmer]. In French, too, the
word ‘travail’ is used in every-day life in the sense of ‘ occupation’.
But the French would rightly consider any economist crazy
should he call the capitalist a donneur de travail (labour-giver) or
the worker a receveur de travail (labour-taker).

Nor have I taken the liberty of converting the English coins and
money, weights and measures used throughout the text into their
new German equivalents. When the first edition appeared there
were as many kinds of weights and measures in Germany as there
are days in the year. Apart from this, there were two kinds of
mark (the Reichsmark only existed at the time in the imagination
of Soetbeer, who had invented it in the late thirties), two kinds of
guilder, and at least three kinds of thaler, including one called
the neues Zweidrittel.* In the natural sciences the metric system
prevailed, in the world market — English weights and measures.
Under such circumstances, English units of measurement were
quite natural for a book which had to take its factual proofs
almost exclusively from the conditions prevailing in English in-
dustry. The last-named reason is decisive even today, especially as
the corresponding conditions in the world market have hardly’

* ‘New two-thirds’: a silver coin worth % of a thaler, which circulated in a

number of German principalities between the seventeenth and the nineteenth
centuries.



108 Preface to the Third Edition

changed and English weights and measures almost entirely pre-
dominate, particularly in the key industries, iron and cotton.

In conclusion, afew words on Marx’s manner of quoting, which
is so little understood. When they are pure statements of fact or
descriptions, the quotations, from the English Blue Books, for
example, serve of course as simple documentary proof. But this
is not so when the theoretical views of other economists are cited.
Here the quotation is intended merely to state where, when and
by whom an economic idea conceived in the course of develop-
ment was first clearly enunciated. Here the only consideration is
that the economic conception in question must be of some sig-
nificance to the history of the science, that it is the more or less
adequate theoretical expression of the economic situation of its
time. But whether this conception still possesses any absolute or
relative validity from the standpoint of the author or whether it
has already become wholly past history is quite immaterial.
Hence these quotations are only a running commentary to the
text, a commentary borrowed from the history of economic
science. They establish the dates and originators of certain of the
more important advances in economic theory. And that was a
very necessary thing in a science whose historians have so far dis-
tinguished themselves only by the tendentious ignorance charac-
teristic of place-hunters. It will now be understood why Marx, in
consonance with the Postface to the second edition, only had occa-
sion to quote German economists in very exceptional cases.

There is hope that the second volume will appear in the course
of 1884.

Frederick Engels
London, 7 November 1883
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The publication of an English version of Das Kapital needs no
apology. On the contrary, an explanation might be expected why
this English version has been delayed until now, seeing that for
some years past the theories advocated in this book have been
constantly referred to, attacked and defended, interpreted and
misinterpreted, in the periodical press and the current literature.
of both England and America.

When, soon after the author’s death in 1883, it became evident
that an English edition of the work was really required, Mr Samuel
Moore, for many years a friend of Marx and of the present writer,
and than whom, perhaps, no one is more conversant with the
book itself, consented to undertake the translation which the
literary executors of Marx were anxious to lay before the public.
It was understood that I should compare the MS. with the original
work, and suggest such alterations as I might deem advisable.
When, by and by, it was found that Mr Moore’s professional
occupations prevented him from finishing the translation as
quickly as we all desired, we gladly accepted Dr Aveling’s offer to
undertake a portion of the work; at the same time Mrs Aveling,
Marx’s youngest daughter, offered to check the quotations and to
restore the original text of the numerous passages taken from Eng-
lish authors and Blue Books and translated by Marx into German. -

This has been done throughout, with but a few unav01dable ot

exceptions.

The following portions of the book have been translated by Dr
Aveling: (1) Chapters 10 (‘The Working Day’) and 11 (‘Rate and
Mass of Surplus-Value’); (2) Part Six (‘Wages’, comprising
Chapters 19 to 22); (3) from Chapter 24, Section 4 (‘Circumstances
which’ etc.) to the end of the book, comprising the latter part of
Chapter 24, Chapter 25, and the whole of Part Eight (Chapters 26
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to 33); (4) the two author’s Prefaces.* All the rest of the book has
been done by Mr Moore. While, thus, each of the translators is
responsible for his share of the work only, I bear a joint responsi-
bility for the whole.

The third German edition, which has been made the basis of
our work throughout, was prepared by me, in 1883, with the
assistance of notes left by the author, indicating the passages of
the second edition to be replaced by designated passages from '
the French text published in 1873.! The alterations thus effected in
the text of the second edition generally coincided with changes
prescribed by Marx in a set of MS. instructions for an English
translation that was planned, about ten years ago, in America,
but abandoned chiefly for want of a fit and proper translator.
This MS. was placed at our disposal by our old friend Mr F. A.
Sorge of Hoboken, N.J. It designates some further interpolations
from the French edition; but, being so many years older than the
final instructions for the third edition, I-did not consider myself at
liberty to make use of it otherwise than sparingly, and chiefly in
cases where it helped us over difficulties. In the same way, the
French text has been referred to in most of the difficult passages,
as an indicator of what the author himself was prepared to sacri-
fice wherever something of the full import of the original had to
be sacrificed in the rendering.

1. Le Capital, par Karl Marx. Traduction de M. J. Roy, entiérement revisée
par l'auteur, Paris, Lachitre. This translation, especially in the latter part of

the book, contains considerable alterations in and additions to the text of the
second German edition.

*For the English edition of Capizal, Engels changed Marx’s earlier division
of the book into chapters and parts, making the three sections of what was
Chapter 4 and the seven sections of what was Chapter 24 into separate chap-
ters. For reasons of convenience to English readers, we have held to Engels’s
arrangement. We have also followed Engels in presenting the chapters on
“So-called Primitive Accumulation’ as a separate Part VIII, which is certainly
justifiable in view of its special subject matter. The following table shows the
relation between parts and chapters in English and German editions:

German English
Chapters 1-3 1-3 .
4 46
5-23 7-25
24 26-32
25 33
Parts One-Six One-Six

Seven Seven—-Eight
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There is, however, one difficulty we could not spare the reader:
the use of certain terms in a sense different from what they have,
not only in common life, but in ordinary political economy. But
this was unavoidable. Every new aspect of a science involves a
revolution in the technical terms of that science. This is best
shown by chemistry, where the whole of the terminology is
radically changed about once in twenty years, and where you will
hardly find a single organic compound that has not gone through
a whole series of different names. Political economy has generally
been content to take, just as they were, the terms of commercial
and industrial life, and to operate with them, entirely failing to
see that by so doing it confined itself within the narrow circle of
ideas expressed by those terms. Thus, though perfectly aware that
both profits and rent are but sub-divisions, fragments of that
unpaid part of the product which the labourer has to supply to
his employer (its first appropriator, though not its ultimate ex-
clusive owner), yet even classical political economy never went be-.
yond the received notions of profits and rents, never examined
this unpaid part of the product (called by Marx surplus product)
in its integrity as a whole, and therefore never arrived at a clear
comprehension, either of its origin and nature, or of the laws that
regulate the subsequent distribution of its value. Similarly all in-
dustry, not agricultural or handicraft, is indiscriminately com-
prised in the term of manufacture, and thereby the distinction is
obliterated between two great and essentially different periods of
economic history: the period of manufacture proper, based on the
division of manual labour, and the period of modern industry
based on machinery. It is, however, self-evident that a theory
which views modern capitalist production as a mere passing stage
in the economic history of mankind, must make use of terms
different from those habitual to writers who look upon that form
of production as imperishable and final.

A word respecting the author’s method of quoting may not be
out of place. In the majority of cases, the quotations serve, in the
usual way, as documentary evidence in support of assertions
made in the text. But in many instances, passages from economic
writers are quoted in order to indicate when, where and by whom
a certain proposition was for the first time clearly enunciated.
This is done in cases where the proposition quoted is of impor-
tance as being a more or less adequate expression of the condi-
tions of social production and exchange prevalent at the time, and
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quite irrespective of Marx’s recognition, or otherwise, of its
general validity. These quotations, therefore, supplement the text
by a running commentary taken from the history of the science.
Our translation comprises the first book of the work only. But
this first book is in a great measure a whole in itself, and has for
twenty years ranked as an independent work. The second book,
edited in German by me in 1885, is decidedly incomplete with-
out the third, which cannot be published before the end of 1887.
When Book III has been brought out in the original German, it
will then be soon enough to think about preparing an English
edition of both. '
Capital is often called, on the Continent, ‘the Bible of the
working class’. That the conclusions arrived at in this work are
daily more and more becoming the fundamental principles of the
great working-class movement, not only in Germany and Switzer-
land, but in France, in Holland and Belgium, in America, and
even in Italy and Spain, that everywhere the working class more
and more recognizes, in these conclusions, the most adequate ex-
pression of its condition and of its aspirations, nobody acquainted
with that movement will deny. And in England, too, the theories
of Marx, even at this moment, exercise'a powerful influence upon
the socialist movement which is. spreading in the ranks of ‘cul-
tured’ people no less than in those of the working class. But that
is not all. The time is rapidly approaching when a thorough
examination of England’s économic position will impose itself as
an irresistible national necessity. The working of the industrial
system of this country, impossible without a constant and rapid
extension of production, and therefore of markets, is coming to a
dead stop. Free-trade has exhausted its resources; even Man-
chester doubts this its quondam economic gospel.? Foreign in-
dustry, rapidly developing, stares English production in the face
everywhere, not only in protected, but also in neutral markets, and
even on this side of the Channel. While the productive power in-
creases in a geometric ratio, the extension of markets proceeds at

2. ‘At the quarterly meeting of the Manchester Chamber of Commerce,
held this afternoon, a warm discussion took place on the subject of Free-trade.
A resolution was moved to theeffect that *“having waited in vain forty years for
other nations to follow the Free-trade example of England, this Chamber
thinks .the time has now arrived to reconsider that position™. The resolution
was rejected by a majority of one only, the figures being 2! for, and 22
against’ (Evening Standard, 1 November 1886).



Preface to the English Edition 113

best in an arithmetic one. The decennial cycle of stagnation, pros-
perity, overproduction and crisis, ever recurrent from 1825 to
1867, seems indeed to have run its course; but only to land us in
the slough of despond of a permanent and chronic depression.
The sighed-for period of prosperity will not come; as often as we
seem to perceive its heralding symptoms, so often do they again
vanish into air. Meanwhile, each succeeding winter brings up
afresh the great question, ‘ what to do with the unemployed’; but
while the number of the unemployed keeps swelling from year to
year, there is nobody to answer that question; and we can almost
calculate the moment when the unemployed, losing patience, will
take their own fate into their own hands. Surely, at such a
moment, the voice ought to be heard of a man whose whole theory
is the result of a life-long study of the economic history and
condition of England, and whom that study led to the conclusion
that, at least in Europe, England is the only country where the
inevitable social revolution might be effected entirely by peaceful
and legal means. He certainly never forgot to add that he hardly
expected the English ruling classes to submit, without a ‘pro-
slavery rebellion’,* to this peaceful and legal revolution.
Frederick Engels
5 November 1886

*This is Marx’s and Engels’ usual description of the American Civil War of
1861 to 1865, which was set off by the revolt of the slave-owners of the
Southern states.
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The fourth edition required that I should establish in final form,
as nearly as possible, both text and footnotes. The following brief
explanation will show how I have fulfilled this task.

After again comparing the French edition and Marx’s manu-
script remarks I have made some further additions to the German
text from that translation. They will be found on p. 212, pp. 624-
6, pp. 730-4, pp. 777-80 and on p. 783 in note 13.* I have also
followed the example of the French and English editions by putting
the long footnote on the miners into the text (pp. 626-34). Other
small alterations are of a purely technical nature.

Further, I have added a few more explanatory notes, especially
where changed historical conditions seemed to demand this. All
these additional notes are enclosed in square brackets and marked
either with my initials or ‘D.H.".{

In the meantime, a complete revision of the numerous quota-
tions had been made necessary by the publication of the English
edition. For this edition Marx’s youngest daughter, Eleanor,
undertook to. compare all the quotations with their originals, so
that those taken from English sources, which constitute the vast
majority, are given there not as re-translations from the German
but in the original English form. In preparing the fourth edition
it was therefore incumbent upon me to consult this text. The
comparison revealed various small inaccuracies: page numbers
wrongly indicated, owing partly to mistakes in copying from note-
books, and partly to the accumulated misprints of three editions;
misplaced quotation or omission marks, which cannot be
avoided when a mass of quotations is copied from note-book

*The page numbers in the present edition have been inserted in place of
Engels’ references to the third and fourth German editions.

tDer Herausgeber, i.e. theeditor. In this edition all of Engels’ addmons are
integrated into the text but indicated as such.
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extracts; here and there some rather unhappy translation of a
word; particular passages quoted from the old Paris note-books of
1843-5, when Marx did not know English and was reading Eng-
lish economists in French translations, so that the double trans-
lation yielded a slightly different shade of meaning, as in the case
of Steuart, Ure, etc., where the English text had now to be used —
and other similar instances of trifling inaccuracy or negligence.
But anyone who compares the fourth edition with the previous
.ones can convince himself that all this laborious process of
emendation has not produced the smallest change in the book
worth speaking of. There was only one quotation which could not
be traced — the one from Richard Jones (p. 746, note 35). Marx.
probably slipped up when writing down the title of the book.*
All the other quotations retain their cogency in full, or have had
their cogency enhanced by being put into their present exact
form.

Here, however, I am obliged torevert to an old story.

I know of only one case in which the accuracy of a quotation
given by Marx has been called in question.-But as the issue
dragged on beyond his lifetime I cannot well ignore it here.

On 7 March 1872 there appeared in the Berlin Concordia, the
organ of the Association of German Manufacturers, an anony-
mous article entitled ‘How Karl Marx Quotes’. It was asserted
there, with an excessive display of moral indignation and un-
parliamentary language, that the quotation from Gladstone’s
Budget Speech of 16 April 1863 (in the Inaugural Address of the
International Working Men’s Association, 1864, and repeated in
Capital, Vol. 1, pp. 805-6) had been falsified; that not a single
word of the sentence: ‘this intoxicating augmentation of wealth
and power ... is ... entirely confined to classes of property’ was
to be found in the (semi-official) stenographic report in Hansard.
‘But this sentence is nowhere to be found in Gladstone’s speech.
Exactly the opposite is stated there.” (In bold type): ‘THIS:
SENTENCE, BOTH IN FORM AND SUBSTANCE :
IS A LIE INSERTED BY MARX. -

Marx, to whom this issue of Concordia was sent the follow1_ng -
May, answered the anonymous author in the Volksstaat of .1

*This quotation was in fact later successfully traced. Cf. below, p. 746, last
note. )

tSee Karl Marx, The First International and After, Pelican Marx Library,
1974, p. 75.
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June. As he could not recall which newspaper report he had used
for the quotation, he limited himself to citing, first the equivalent
quotation from two English publications, and then the report in
T he Times, according to which Gladstone says:

‘That is the state of the case as regards the wealth of this
country: I must say for one, I should look almost with apprehen-
sion and pain upon this intoxicating augmentation of wealth and
power, if it were my belief that it was confined to classes who are
in easy circumstances. This takes no cognizance at all of the
condition of the labouring population. The augmentation I have
described and which is founded, I think, upon accurate returns, is
an augmentation entirely confined to classes possessed of property.’

Thus Gladstone says here that he would be sorry if this ‘were
so, but it is so: this intoxicating augmentation of wealth and
power is entirely confined to classes of property. And, as for the
semi-official Hansard, Marx goes on to say: ‘In the version he
manipulated afterwards, Mr Gladstone was astute enough to
obliterate this passage, which, coming from an English Chancellor
of the Exchequer, was certainly compromising. This, by the way,
is a traditional custom in the English parliament, and not an
invention got up by little Lasker against Bebel.”*

The anonymous writer gets angrier and angrier. In his rejoinder,
in the Concordia of 4 July, he sweeps aside second-hand sources
and demurely suggests that it is the ‘custom’ to quote parliament-
ary speeches from the stenographic report; adding, however, that
the report in The Times (which includes the ‘falsified’ sentence)
and the report in Hansard (which omits it) are ‘substantially in
complete agreement’, and also that the report in The Times con-
tains ‘ the exact opposite to that notorious passage in the Inaugural
Address’. The fellow carefully conceals:the fact that the report in
The Times explicitly includes that self-same ‘notorious passage’,
side by side with its alleged ‘ opposite’. Despite all this, however,
the anonymous writer feels that he is stuck fast and that he can
only save himself by some new dodge. Thus, although his article
bristles, as we have just shown, with ‘impudent mendacity’ and is

*In the Reichstag sitting of 8 November 1871 the National Liberal deputy
Lasker declared in the course of a speech against the Social Democrat Bebel
that if the German workers tried to follow the example of the Paris Commune
‘the honest, propertied citizens would beat them to death with cudgels’. But
in the stenographic report he had the words ‘ beat them to death with cudgels’

replaced with ‘hold them down with their own strength’. Bebel imniediately
revealed that this was a falsification.



Preface to the Fourth Edition 117

interlarded with such edifying terms of abuse as bad faith’, ‘dis-
honesty’, ‘lying allegation’, ‘that spurious quotation’, ‘impudent
mendacity’, ‘a quotation entirely falsified’, ‘this falsification’,
‘simply infamous’, etc., he finds it necessary to divert the issue to
another domain, and therefore promises ‘to explain in a second
article the meaning which we’ (the non-mendacious anonymous
one) ‘attribute to the content of Gladstone’s words’. As if his
particular opinion, unauthoritative as it is, had anything what-
ever to do with the matter! This second article was printed in the
Concordia of 11 July.

Marx replied again in the Volksstaat of 7 August, now giving in
addition the reports of the passage in question from the Morning
Star and Morning Advertiser of 17 April 1863. According to both
reports, Gladstone said that he would look with apprehension,
etc. upon this intoxicating augmentation of wealth and powet if
he believed it to be confined to ‘classes in easy circumstances’.
But this augmentation was in fact, he said, ‘entirely confined to
classes possessed of property’. So these reports teo reproduced
word for word the sentence alleged to have been ‘lyingly inserted’.
Marx further established once more, by comparing the texts in
The Times and in Hansard, that this sentence, which three. news-
paper reports of identical content, appearing independently of
one another the next morning, proved to have been really ut-
tered, was missing from the Hansard report, revised according to
the familiar ‘custom’; and that Gladstone, to use Marx’s words,
‘had afterwards conjured it away’. In conclusion Marx stated that
he had no time to enter into any further discussions with the
anonymous one. The latter also seems to have had enough; at any
rate Marx received no further issues of Concordia.

With this the matter appeared to be dead and buried. True,
once or twice later on there reached us, from persons in touch
with the University of Cambridge, mysterious rumours of an
.unspeakable literary crime which Marx was supposed to have
committed in Capital; but despite all investigation nothing more
definite could be learned. Then, on 29 November 1883, eight
months after Marx’s death, there appeared in The Times a létter
headed Trinity College, Cambridge, and signed Sedley Taylor, in
which this little man, who dabbles in the mildest sort of co-
operative activities,* seized upon some chance pretext or other. to

*Sedley Taylor (1834-1920), Fellow of Trinity College, Cambridge, and
author of a book entitled Profit Sharing between Capital and Labour (1884).
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enlighten us at last, not only about those vague Cambridge
rumours, but also about the anonymous fellow in the Concordia.

‘What appears extremely singular,’- says the little man from
Trinity College, ‘is that it was reserved for Professor Brentano
(then of the University of Breslau, now of that of Strassburg) to
expose . ... the bad faith which had manifestly dictated the cita-
tion made from Mr Gladstone’s speech in the [Inaugural] Ad-
dress. Herr Karl Marx, who . . . attempted to defend the citation,
had the hardihood, in the deadly shifts to which Brentano’s
masterly conduct of the attack speedily reduced him, to assert
that Mr Gladstone had “manipulated” the report of his speech in
The Times of 17 April 1863, before it appeared in Hansard, in
order to “ obliterate’” a passage which “was certainly comprom-
ising”’ for an English Chancellor of the Exchequer. On.Brentano’s
showing, by a detailed comparison of texts, that the reports of
T he Times and of Hansard agreed in utterly excluding the meaning
which craftily isolated quotation had put upon Mr Gladstone’s
words, Marx withdrew from further controversy under the plea
of “want of time”.’ _

So that was at the bottom of the whole business! And thus was
the anonymous campaign of Herr Brentano* in the Concordia
gloriously reflected in the imagination of the producers’ co-
operatives of Cambridge. There he stood, sword in hand, and thus
he battled, in his ‘masterly conduct of the attack’, this St George
of the Association of German Manufacturers, while the infernal
dragon Marx, ‘in deadly shifts’, ‘speedily’ breathed his last at
his feet. .

A Dbattle-scene worthy of Ariosto! But the whole thing only
served to conceal the further dodges of our St George. Here there
is no longer talk of ‘lying insertion’ or ‘falsification’, but of
‘craftily isolated quotation’. The whole issue was shifted, and St
George and his Cambridge shield-bearer were very well aware
why they had done this.

Eleanor Marx replied in the monthly journal To-day (February
1884), as The Times refused to publish her letter. She once more
focused the debate on the sole question at issue: had Marx
‘lyingly inserted’ that sentence or not? To this Mr Sedley Taylor
answered that ‘the question whether a particular sentence did or

*Lujo Brentano (1844-1931), ‘Professorial socialist’, founder of the Verein
fir Sozialpolitik, liberal advocate of social reform, and Professor at various
German universitiesfrom 1872 until 1914,
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did not occur in Mr Gladstone’s speech’ had been, in his opinion,
‘of very subordinate importance’ in the Brentano-Marx con-
troversy, ‘compared to the issue whether the quotation in dispute
was made with the intention of conveying, or of perverting Mr
Gladstone’s meaning’. He then admits that the report in The
Times contained ‘a verbal contrariety’; but, if the context is
rightly interpreted, i.e., in the Gladstonian Liberal sense, it shows
what Mr Gladstone meant to say (To-day, March 1884). The most
comic point here is that our little Cambridge man now insists
upon quoting the speech not from Hansard, as, according to the
anonymous Brentano, it is ‘ customary’ to do, but from the report
in The Times, which the same Brentano had characterized as * of
necessity botched’. Naturally so, for in Hansard the vexatious
sentence is missing. .

Eleanor Marx had no difficulty (in the same issue of To-day) in
dissolving all this argumentation into thin air. Either Mr Taylor
had read the controversy of 1872, in which case he was now mak-
ing not only ‘lying insertions’ but also ‘lying’ suppressions; or he
had not read it and ought to remain silent. In either case it was
certain that he did not dare for a moment to maintain the accusa-
tion of his friend Brentano that Marx had made a ‘lying’ addi-
tion. On the contrary, Marx, it now seems, had not lyingly added
but suppressed an important sentence. But this same sentence is
quoted on page 5 of the Inaugural Address, a few lines before the
alleged ‘lyinginsertion’,* and as to the ‘contrariety’ in Gladstone’s
speech, is it not Marx himself who refers in Capital (p. 806, note
40) to ‘the continual crying contradictions in Gladstone’s
Budget speeches of 1863 and 1864°? Only he does not venture, a la
Sedley Taylor, to resolve them into complacent Liberal senti-
ments. Eleanor Marx, in concluding her reply, sums up as fol-
ows:

‘Marx has not suppressed anything worth quoting, neither- has
he “lyingly”” added anything. But he has restored, rescued from
oblivion, a particular sentence of one of Mr Gladstone’s speeches;
a sentence which had indubitably been pronounced, but which
'somehow or other had found its way — out of Hansard.’

With that, Mr Sedley Taylor too had had enough, and the
result of this whole professorial cobweb, spun out over two

*Karl Marx, op. cit. The sentence is this: ‘The average condition of the
British labourer has improved to a degree we know to be extraordinary and
unexampled in the history of any country or any age.’
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decades and two great countries, is that nobody has since dared to
cast any other aspersion upon Marx’s literary honesty; while Mr
Sedley Taylor, no doubt, will after this put as little confidence in
the literary war bulletins of Herr Brentano as Herr Brentano will
in the papal infallibility of Hansard.*

Frederick Engels
London, 25 June 1890

*This was not in fact theend of this controversy. Brentano came back into
the fray once again, which led Engels to publish a more comprehensive
refutation of Brentano’s charges, with all the documents concerned appended
in pamphlet form: Brentano Contra Marx,reprintedin MEW 22,
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Chapter 1: The Commodity

1. THE TWO FACTORS OF THE COMMODITY: USE-VALUE
AND VALUE (SUBSTANCE OF VALUE, MAGNITUDE OF
VALUE)

The wealth of societies in which the capitalist mode of production
prevails appears as an.‘immense collection of commodities’!; the-
individual commodity appears as its elementary form. Our in-
vestigation theref ore begins withthe analysis of the commodity

Dottt St

nature of’fﬁége'needs whether they arise, for example, from the
stomach, or the imagination, makes no difference.? Nor does it
matter here how the thing satisfies man’s need, whether directly as
a means of subsistence, ie. an object of consumption, or in-
directly as a means of production. :

Every useful thing, for example, iron, paper, etc, may be -
looked at from the two points of view of quality and quantity.
Every useful thing is a whole composed of many properties; it can
therefore be useful in various ways. The discovery of these ways
and hence of the manifold uses of things is the work of history.3
So also is the invention of socially recognized standards of measure-
ment for the quantities of these useful objects. The diversity of the

1. Karl Marx, Zur Kritik der Politischen Okonomie, Berlin, 1859, p 3
[English translation, p. 27].

2. ‘Desire implies want; it is the appetite of the mind, and as natural as
hunger to the body . . . The greatest number (of things) have their value from
supplying the wants of the mind’ (Nicholas Barbon, 4 Discourse on Commg
the N ew Money Lighter. In Answer to Mr Locke's Considerations etc., London
1696, pp. 2, 3).

3. ‘Things have an intrinsick vertue’ (this is Barbon’s special term for use-
value) ‘which in all places have the same vertue; as the loadstone to attract
iron’ (op. cit., p. 6). The magnet’s property of attracting iron only became
useful once it had led to the discovery of magnetic polarity.
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measures for commodities arises in part from the diverse nature
of the objects to be measured, and in part from convention.

The_usefulness_of-a-thing makes it a use-value.* But this useful-
ness does not dangle in mid-air. It is conditioned by the physical
properties of the commodity, and has no existence apart from the

“latter: It is therefore the physical body of the commodity itself,
for instance iron, corn, a diamond, which is the use-value or
useful thing. This property of a commodity is independent of the
amount of labour required to appropriate its useful qualities.
When examining use-values, we always assume we are dealing
with definite quantities, such as dozens of watches, yards of linen,
or tons of iron. The use-values of commodities provide the
material for a special branch of knowledge, namely the com-
mercial knowledge of commodities.® Use-values are only realized
[verwirklicht]in use or in consumption. They constitute the material
content of wealth whatever its social form may be. In the form of
society to be considered here they are aIso the material bearers
[Triger] of . . . exchange-value.

Exchange-ve value appears first of all as the quantitative relation,
the proportlon, in whlch u_se_jues of Giie kind" exchange for use-
valueés. of another kind.® This relation changes constantly with
time and place Hence exchange-value ‘appears to be something
accidental and purely relative, and consequently an intrinsic
value, i.e. an exchange-value that is inseparably connected with
the commodity, inherent in it, seems a contradiction in terms 7 Let
us consider the matter more closely.

4. ‘The natural worth of anything consists in its fitness to supply the neces-
sities, or serve the conveniences of human life’ (John Locke, ‘Some Considera-
tions on the Consequences of the Lowering of Interest’ (1691), in Works,
London, 1777, Vol. 2, p. 28). In English writers of the seventeenth century we
still often find the word ‘worth’ used for use-value and ‘value’ for exchange-
value. This is quite in accordance with the spirit of a language that likes to use
a Teutonic word for the’actual thing, and a Romance word for its reflection.

S. In bourgeois society the legal fiction prevails that each person, as a buyer,
has an encyclopedic knowledge of commodities.

6. ‘ Value consists in the exchange relation between one thing and another,
between a given amount of one product and a given amount of another’ (Le
Trosne, De l'intérétsocial,in Physiocrates, ed. Daire, Paris, 1846, p.-889).

7. ‘Nothing can have an intrinsick value’ (N. Barbon, op. cit., p. 6); or as
Butler says:

‘Thevalue of a thing
Is just as much as it will bring.” *

*Samuel Butler, Hudibras, Part 2, Canto 1, lines 465-6, ‘For-what is worth

in any thing, but so much money as twill bring?’

.
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A given commodity, a quarter of wheat for example, is ex-
changed for x boot-polish, y silk or z gold, etc. In short, it is
exchanged for other commodities in the most diverse proportions.
Therefore the wheat has many_exchange-values-instead. of.one.
But x boot-polish, y silk or z gold, etc., each represent the ex-
change-value of one quarter of wheat. Therefore x boot-polish, y
silk, z gold, etc., must, as exchange-values, be mutually replace-
able or of identical magnitude. It follows from this that, firstly,
the valid . exchange-values of a particular commodity express
something equal, and secondly, exchange-value cannot be any-
thing other than the mode of expression, the ‘form of appear-
ance’,* of a content distinguishable from it.

Let us now take two commodities, for example corn and iron.
Whatever their exchange relation may be, it can always be
represented by an equation in which a given quantity of corn is
equated to some quantity of iron, for instance 1 quarter of corn =
x cwt of iron. What does this equation signify ? It signifies that a
common element of identical magnitude exists in two different
things, in 1.quarter of corn and similarly in x cwt of iron. Both are
therefore equal to a third thing, which in itself is neither the one
nor the other. Each of them, so far as it is exchange-value, must
therefore be reducible to this third thing.

A simple geometrical example will illustrate this. In order to
determinie and compare the areas of all rectilinear figures we split
them up into triangles. Then the triangle itself is reduced to an
expression totally different from its visible shape: half the product
of the base and the altitude. In the same way the exchange values
of commodities must be reduced to a common element, of which
they represent a greater or a lesser quantity.

This common - element cannot be a geometrical, physical,
chemical or other natural property of commodities. Such proper-
ties come into consideration only to the extent that they make the
commodities useful, i.e. turn them'into use-values. But clearly, the . .
exchange relatlon of commodities is characterized precisely by:
S0 from théir ‘use=values, Within the exchange relation;
one use-value is worth just as much as another, provided only.that
it is present in the appropriate quantity. Or, as old Barbon says:
‘One sort of wares are as good as another, if the value be equal.
There is no difference or distinction in things of equal value ...

* Erscheinungs form. This word appears in inverted commas in the original,



128 Commodities and Money

One hundred pounds worth of lead or iron, is of as great a value
as one hundred pounds worth of silver and gold.’®

As use-values, commodities differ above all in quality, while as
exchange-values they can only differ in quantlty, and therefore do
not contain an atoni of use-value.

If then we disregard the use-value of commodities, only one
property remains, that of being products of labour. But even the
product of labour has already been transformed in our hands. If
we make abstraction from its use-value, we abstract also from the
material constituents and forms which make it a use-value. It is
no longer a table, a house, a piece of yarn or any other useful
thing. All its sensuous characteristics are extinguished. Nor is it
any longer the product of the labour of the joiner, the mason or
the spinner, or of any other particular kind of productive labour.
With the disappearance of the useful character of the products of
labour, the useful character of the k nds of labour embodied in
them also disappears; this in turn entails the disappearance of the
different concrete forms of labour. They can no longer be dis-
tinguished, but are all together reduced to the same kind of
labour, human labour in the abstract.

Let us now look at the residue of the products of labour. There
is nothing left of them in each case but the same phantom-like
objectivity; they are merely congealed quantities of homogeneous
human labour, ie. of human labour-power expended without re-
gard to the form of its expenditure. All these things now tell.us is
that human labour-power has been expended to produce them,
human labour is accumulated in them. As crystals of this social
substance, which is common to them all, they are values - com-
modity values [Warenwerte).

We have seen that when commodities are in the relation of ex-
change, their exchange-value manifests itself as something totally
independent of their use-value. But if we abstract from their
use-value, there remains their value, as it has just been defined.
The common factor in the exchange relation, or in the exchange-
value of the commodity, is therefore its value. The progress
of the investigation will lead us back to exchange-value as the
necessary mode of expression, or form of appearance, of value.
For the present, however, we must consider the nature of
- value independently of its form of appearance [Erscheinungs

form).

8. N. Barbon, op. cit.,pp. 53and 7.
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A use-value, or useful article, therefore, has value only because
abstract’ human labour 15 objecnﬁed Lrgegenstandhcht] or
materiglized in 1t How then, is the magnitude of this value to be
measured? By ™eans of the quantlty of the ‘value-forming sub-
stance’, the labour, contained in the article. Thls_quantlty is
measured d by its duration, and the labour-time is Etself measured
on the particular s scale of hours, days etc.

It might seem that 't if the value of a commodity is determined by
the quantity of labour expended to produce it, it would be the
more valuable the more unskilful and lazy the worker who pro-
duced it, because he would need more time to complete the article.

However, the labour that forms the substancc of value is equal

The total labour-power of society, which is mamfested in the
values of the world of commodities, counts here as one homo-
geneous mass of human labour-power, although composed of
innumerable individual units of labour-power. Each of these
units is the same as any other, to the extent that it has the charac-
ter of a socially average unit of labour-power and acts as such,
i.e. only needs, in order to produce a commodity, the labour time
which is necessary on an.average, or in other words is socially neces-
sary. Socially necessary labour-time is the labour-time required to
produce any use-value under the conditions of production normal
for a given society and with the average degree of skill and
intensity of labour prevalent in that society. The introduction of
power-looms into England, for example, probably reduced by one
half the labour required to convert a given quantity of yarn into
woven fabric. In order to do this, the English hand-loom weaver in
fact needed the same amount of labour-time as before; but the
product of hisindividual hour of labour now. only represented half
an hour of social labour, and consequently fell to one half its
former value.

What exclusively determines the magnitude of the value of-any
article is therefore the amount of labour socially necessary, or the
labour-time socially necessary for its production.® The 1nd1v1dggl. :

9. ‘The value of them’ (the necessaries of life) ‘when they are exchanged the
one for another, is regulated by the quantity of labour necessarily required,
and commonly taken in producing them’ (Some Thoughts on the Interest of
Money in General, and Particularly in the Publick Funds, London, pp. 36, 37).
This remarkable anonymous work of the eighteenth century bears no date.
However, it is clear from its contents that it appeared in the reign of George II,
about 1739 or 1740.
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commodity counts here only as an average sample of its kind.!®
Commodities which contain equal quantities of labour, or which
can be produced in the same time, have therefore the same value.
The value of a commodity is related to the value of any other
commodity as the labour-time necessary for the production of the
one is related to the labour-time necessary for the production of
the other. ‘As exchange-values, all commodities are merely
definite quantities of congealed labour-time.’*

The value of a commodity would therefore remain constant,
if the labour-time required for its production also remained
constant. But the latter changes with every variation in the pro-
ductivity of labour. This is determined by a wide range of cir-
cumstances; it is determined amongst other things by the workers’
average degree of skill, the level of development of science and its
technological application, the social organization of the process
of production, the extent and effectiveness of the means of pro-
duction, and the conditions found in the natural environment.
For example, the same quantity of labour is present in eight
bushels of corn in favourable seasons and in only four bushels in
unfavourable seasons. The same quantity of labour provides
more metal in rich mines than in poor. Diamonds are of very rare
occurrence on the earth’s surface, and hence their discovery costs,
on an average, a great deal of labour-time. Consequently much
labour is represented in a small volume. Jacob questions whether
gold has ever been paid for at its full value. * This applies still more
to diamonds. According to Eschwege, the total produce of the
Brazilian diamond mines for the eighty years ending in ‘1823 still
did not amount to the price of 1} years’ average produce of the
sugar and coffee plantations of the same country,t although the
diamonds represented much more labour, therefore more value.
With richer mines, the same quantity of labour would be embodied
in more diamonds, and their value would fall. If man succeeded,
without much labour, in transforming carbon into diamonds,

10. ‘Properly speaking, all products of the same kind form a single mass,
and their price is ‘determined in general and without regard to particular
circumstances’ (Le Trosne, op. cit., p. 893).

11. Karl Marx, op.cit., p. 6 [English translation, p. 30).

*William Jacob, An Historical Enquiry into the Production and Consumption
ofthe Precious Metals, London, 1831, Vol. 2, p. 101.

1 This information comes from H: A. M. Merivale, Lectures on Colonization
and Colonies, London, 1841. Cf. Grundrisse, p. 833.
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their value might fall below that of bricks. In general, the greater
the productivity of labour, the less the labour-time required to
produce an article, the less the mass of labour crystallized in that
article, and the less its value. Inversely, the less the productivity

duct1v1tzz of The labour which finds its realization within the
commodlty (Now we know the su substance of value. It is labour. We

which stamps value as exchange-value, remains to be analysed.
But before this we need to develop the characteristics we have
already found somewhat more fully.)*

A thing can be a use-value without being a value. This is the
case whenever its utility to man is not mediated through labour.
Air, virgin soil, natural meadows, unplanted forests, etc. fall into
this category. A thing can be useful, and a product of human
labour, without being a commodity. He who satisfies his own
need with the product of his own labour admittedly creates use-
values, but not cofninodltlcs In 6rder to produce the latter, he
must not only ‘prodiice use-values, but use-values for others,
social use-values. (And not merely for others. The medieval
peasant produced a corn-rent for the feudal lord and a corn-tithe
for the priest; but neither the corn-rent nor the corn-tithe became
commodities simply by being produced for others. In order to
become a commodity, the product must be transferred to the
other person, for whom it serves 'as a use-value, through the
medium of exchange.)t Finally, nothing can be a value without
being an object of utility. If the thing is useless, so is the labour
contained in it; the labour doés not count as labour, and therefore
creates no value.

2, THE DUAL CHARACTER OF THE LABOUR EMBODIED IN
COMMODITIES

Initially the commodlty appeared-to us as an object with a dual ‘
character, possessing both use-value and exchange-value. Later

*The passage in parentheses occurs only in the first edition.

1 [Note by Engels to the fourth German edition :] I have inserted the passage
in parentheses because, through its omission, the misconception has very
frequently arisen that Marx regarded every product consumed by someone
other than the producer as a commodity.
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on it was seen that. Iabour, too, has a dual character: in so far as it
finds its expressron in value, 1t no longer possesses the same charac-
teristics a5 When.it is the creator of use-values. T was "the first to
point6iit and examine crrtrcally this twotold nature of the labour
contained in commodities.*? As this point is crucial to an under-
standing of political economy, it requires further elucidation.

Let us take two commodities, such as a coat and 10 yards of
linen, and let the value of the first be twice the value of the second,
so that, if 10 yards of linen = W, thecoat = 2W.

The coat is a use-value that satisfies a particular need A
specific kind of productive activity is required to bring it-into
existence. This activity is determined by its aim, mode of opera-
tion, object, means and result. We use the abbreviated expression

“useful labour’ for labour whose utility is represented by the use-
value of its product, or by the fact that its product is a use-value.
In this connection we consider only its useful effect.

As the coat and the linen are qualitatively different use-values,
so also are the forms of labour through which their existence is
mediated — tailoring and weaving. If the use-values were not
qualitatively different, hence not the products of qualitatively
different forms of useful labour, they would be absolutely incapable
of confronting each other as commodities. Coats cannot be ex-
changed for coats, one use-value cannot be exchanged for another
of the same kind.

The totality of heterogeneous use-values or physical commodi-
ties reflects a totality of similarly heterogeneous forms of useful
labour, which differ in order, genus, species and variety: in short,
a social division of labour. This division of labour is a necessary
condition for commodity production, although the converse does
not hold; commodity production is not a necessary condition for
the socral division. of labour. Labour is socially divided in 1 the
primitive Indian commumty, although the products do not there-
by become commodities. Or, to take an example nearer home,
labour is systematically divided in every factory, but the workers
do not bring about this division by exchanging their individual
products. Only the products of mutually independent acts of
labour, performed in isolation, can confront each other as
commodities.

To sum up, then: the use-value_ of every commodity contains

12. Karl Marx, op. cit., pp. 12, 13, and passim [English translation, pp 41,
42}



" The Commodity 133

useful labour, i.e. productlve activity of a definite kind, carried on
with a dehmite aim. Use-values cannot confront each other as
commodities unless the useful labour contained in them is
qualitatively different in each case. In a society whose products
generally assume the form of commodities, i.e. in a society of
commodity producers, this qualitative difference between the useful
forms of labour which are carried on independently and privately
"by individual producers develops into a complex system, a social
division of labour.

It is moreover a matter of indifference whether the coat is worn
by the tailor or by his customer. In both cases it acts as a use-
value. So, too, the relation between the coat and the labour that
produced it is not in itself altered when tailoring becomes a special
trade, an independent branch of the social division of labour.
Men made clothes for thousands of years, under the compulsion
of the need for clothing, without a single man ever becoming a
tailor. But the existence of coats, of linen, of every element of
material wealth not provided in advance by nature, had always
to be mediated through a specific productive activity appropriate
to its purpose, a productive activity that assimilated particular
natural materials to particular human requirements Labour

it is an eternal Tnatural nece531ty ‘which medlates the metabohsm
between man and nature, and therefore liuman life itself.
Use-values like coats;linen, etc., in short, the phy51cal bodies
‘of commodities, are combinations of two elements, the material
 LnE materal
provided by pature, and labour. If we subtract the total amount of
useful labour of different kinds which is contained in the coat, the
linen, etc., a material substratum is always left. This substratum is
furnished by nature without human intervention. When man en-
gages in production, he can only proceed as nature does herself;
i.e. he can only change the form of the materials.'® Furthermore, . -

13. *All the phenomena of the universe, whether produced by the hand of

man or indeed by the universal laws of physics, are not to be conceived of as . '

acts of creation but solely as a reordering of matter. Composition and separa-=
tion are the only elements found by the human mind whenever it analyses the
notion of reproduction; and so it is with the reproduction of value’ (use-
value, although Verri himself, in this polemic against the Physiocrats, is not
quite certain of the kind of value he is refer ing to) ‘and wealth, whether earth,
~air and water are turned into corn in the fields, or the secretions of an insect
are turned into silk by the hand of man, or some small pieces of metal are
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even in this work of modification he is constantly helped by
natural forces. Labour is therefore not the only source of material
wealth, i.e. of the use-values it produces. As William Petty says,
labour is the father of material wealth, the-earth is its mother.*

Létusmow pass from the commodity as an object of utility to
the value of commodities.

We have assumed that the coat is worth twice as much as the
linen. But this is merely a quantitative difference, and does not con-
cern us-at the moment. We shall therefore simply bear in mind
that if the value of a coat is twice that of 10 yards of linen, 20
yards of linen will have the same value as a coat. As values, the
coat and the linen have the same substance, they are the objective
expressions of -homogeneous labour. But tailoring and weaving
are qualitatively different forms of labour. There are, however,
states of society in which the same man alternately makes clothes
and weaves. In this case, these two different modes of labour are
only modifications of the labour of the same individual and not
yet fixed functions peculiar to different individuals, just as the
coat our tailor makes today, and the pair of trousers he makes to-
morrow, require him only to vary his own individual labour.
Moreover, we can see at a glance that in our capitalist society a
given portion of labour is supplied alternately in the form of
tailoring and-in the form of weaving, in accordance with changes
in the direction of the demand for labour. This change in the
form of labour may well not take place without friction, but it
must take place.

If we leave aside the determinate quahty of productive activity,
and theréfore the useful character of the labour, what remains is
its quality .of being an expenditure of human labour-power.
Tailoring and weaving, although they are qualitatively different
productive activities, are both a productive expenditure of human
brains, muscles, nerves, hands etc., and in this sense both human
labour. They are merely two different forms of the expenditure of
human labour-power. Of course, human labour-power must itself

arranged together to form a repeating watch’ (Pietro Verri, Meditazioni sulla
economia politica - first printed in 1771 - in Custodi’s edition of the Italian
economists, Parte moderna,Vol. 15, pp. 21, 22).

* A Treatise o fTaxes and Contributions, published anonymously by. William
Petty, London, 1667, p. 47.
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have attained a certain level of development before it can be ex-
pended in this or that form. But the value of a commodity repre-
sents human labour pure and simple, the expenditure of human
labour in'general. And just as, in civil society,a general or a banker
plays a great part but man as such plays a very mean part,!* so,
here too, the same is true of human labour. It is the expenditure
of simple labour-power, i.e. of the labour-power possessed in
his bodily organism by every ordinary man, on the average, with-
out being developed in any special way. Simple average labour, it
is true, varies in character in different countries and at different
cultural epochs, but in a particular society it is given. More com-
plex labour counts only as intensified, or rather multiplied simple
labour, so that a smaller quantity of complex labour is considered
equal to a larger quantity of simple labour. Experience shows that
this reduction is constantly being made. A commodity may be the
outcome of the most complicated labour, but through its value it
is posited as equal to the product of simple labour, hence it
represents only a specific-quantity of simple labour.!® The various
proportions in which different kinds of labour are reduced to
simple labour as their unit of measurement are established by a
social process that goes on behind the backs of the producers;
these proportions therefore appear to the producers to have been
handed down by tradition. In the interests of simplification, we
shall henceforth view every form of labour-power directly as
simple labour-power; by this we shall simply be saving ourselves
the trouble of making the reduction.

Just as, in viewing the coat and the linen as values, we ab-
stract from their different use-values, so, in the case of the labour
represented by those values, do we disregard the difference be-
tween its useful forms, tailoring and weaving. The use-values
coat and linen are combinations of,, on the one hand, productive

-activity with a definite purpose, and, on the other, cloth-and
yarn; the values coat and linen, however, are merely congealed_“

14. Cf. Hegel, Philosophie desRechts, Berlin, 1840, p. 250, para. 190. * )
15. The reader, should note that we are not speaking here of the wages or’
value the worker receives for (e.g.) a day’s labour, but of the value of the com-
modity in which his day of labour is objectified. At this stage of our presenta-
tion, the category of wages does not exist at all.
*Hegel says here: ‘In civil society as a whole, at the standpoint of needs,—
what we have before us is the composite idea which we call man. Thus this is
. the first time, and indeed the only time, to speak of man in this sense (Hegel s
Philosophy of Right, tr. T. M. Knox, Oxford, 1952, p. 127). .
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quantities of homogeneous labour. In the same way, the labour
contained in these values does not count by virtue of its pro-
ductive relation to cloth and yarn, but only as being an expendi-
ture of human labour-power. Tailoring and weaving are the
formative elements in the use-values coat and linen, precisely be-
cause these two kinds of labour are of different qualities; but only
-in so far as abstraction is made from their particular qualities,
only in so far as both possess the same quality of being human
labour, do tailoring and weaving form the substance of the values
of the two articles mentioned.

Coats and linen, however, are not merely values in general, but
values of definite magnitude, and, following our assumption, the
coat is worth twice as much as the 10 yards of linen. Why is there
this difference in value? Because the linen contains only half as
much labour as the coat, so that labour-power had to be expended
twice as long to produce the second as to produce the first.

While, therefore, with reference to use-value, the labour con-
tained in a commodity counts only qualitatively, with reference to
value it counts only quantltatlvely, once it has been reduced to
human Jabour pure : and simple. In the former case it Was a matter
of the ‘how” and the ‘what’ of labour, in the latter of the ‘how
much’; of the temporal duration of labour. Since the magnitude of
the value of a-commodity represents nothing but the quantity of
labour embodied in it, it follows that all commodities, when
taken in certain proportions, must be equal in value.

If the productivity of all the different sorts of useful labour re-
quired, let us say, for the production of a coat remains un-
changed, the total value of the coats produced will increase along
with their quantity. If one coat represents x days’ labour, two
coats will represent 2x days’ labour, and so on. But now- assume
that the duration of the labour necessary for the production of a
coat is doubled or halved. In the first case, one coat is worth as
much as two coats were before; in the second case two coats are
only worth as much as one was before, although in-both cases one
coat performs the same service, and the useful labour contained
in it remains of the same quality. One change has taken place,
however: a change in the quantity of labour expended to pro-
duce the article.

In itseif, an increase in the quantity of use- values constitutes an
increase in material wealth. Two coats will clothe two men, one
coat will only clothe one man, etc. Nevertheless, an increase in the
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amount of material wealth may correspond to a simultaneous fall
in the magnitude of .its value. This contradictory movement
arises out of the twofold character of labour. By ‘productivity’
of course, we always mean the productivity of concrete useful
labour; in reality this determines only the degree of effectiveness
of productive activity directed towards a given purpose within a
given period of time. Useful labour becomes, therefore, a more or
less abundant source of products in direct proportion as its pro-
ductivity rises or falls. As against this, however, variations in
productivity have no impact whatever on the labour itself repre-
sented in value. As productivity is an attribute of labour in its
concrete useful form, it naturally ceases to have any bearing on
that labour as soon as we abstract from its concrete useful form.
The same labour, therefore, performed for the same length of
time, always yields the same amount of value, independently of
any variations in productivity. But it provides different quantities
of use-values during equal periods of time; more, if productivity
rises; fewer, if it falls. For this reason, the same change in pro-
ductivity which increases the fruitfulness of labour, and therefore
the amount of use-values produced by it, also brings about a reduc-
tion in the value of this increased total amount, if it cuts down the
total-amount of labour-time necessary to produce the use-values.
The converse also holds.

On the one hand, all labour is an expenditure of human labo ur-
power, in the physiological sense, and it is'in this quality of being
equal, or abstract, human labour that it forms the value of com-
modities. On the other hand, all labour is an expenditure of
human labour-power in a particular form and with a definite aim,
and it is in this quahty of being concrete useful labour that it
produces use-values.!

16. In order to prove that ‘labour alone is the ultimate and real standard’ by
which the value of all commodities can at all times and places be estimated and
compared’, Adam Smith* says this: ‘Equal quantities of labour, at all ‘times ..
and places, must have the same value for the labourer. In his ordinary stat :
health, strength and activity; in the ordinary degree of his skill and dexte
he must always lay down the same portion of his ease, his liberty, and is
happiness® (Wealth of Nations, Bk I, Ch. 5 [pp.104-5]). On the one hand,
Adam Smith here (but not everywhere) confuses his determination of valil_e
by the quantity of labour expended in the production of commodities with the

determination of the values of commodities by the value of labour, and there-
fore endeavours to prove that equal quantities of labour always have the same

*Here, as elsewhere occasionally, Marx quotes an English author in Ger-
man. This explains certain slight divergences from the original English text. -
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3. THE VALUE-FORM, OR EXCHANGE-VALUE

Commodities come into the world in the form of use-values or
material goods, such as iron, linen, corn, etc. This is their plain,
homely, natural form: However, they are only commodities be-
cause.they have a dual nature, because they are at the same time
objects of utlhty and bearers of value. Therefore they only appear
as commodities, or have the form of commodities, in so far as
they possess a double form, i.e. natural form and value form.
The objectivity of commodities as values differs from Dame
Quickly in the sense that ‘a man knows not where to have it’.*
Not an atom of matter enters into the objectivity of commodities
as values; in this it is the direct opposite of the coarsely sensuous
objectivity of commodities as physical objects. We may twist and
turn a single commodity as we wish; it remains impossible to
grasp it as a thing possessing value. However, let us remember that
commodities possess an objective character as values only in so
far as they are all expressions of an identical social substance,
human labour, that their objective character as values is therefore

value. On the other hand, he has a suspicion that, in so far as labour mani-
fests itself in the value of commodities, it only counts as an expenditure of
labour-power; but then again he views this expenditure merely as the-sacrifice
of rest, freedom and happiness, not as also man’s normal life-activity. Of
course, he has the modern wage-labourer in mind. Adam Smith’s anonymous
predecessor, cited in note 9, is much nearer the mark when he says: ‘One man
has employed himself a week in providing this necessary of life . . . and he that
gives him some other in exchange, cannot make a better estimate of what is a
proper equivalent, than by computing what cost him just as much labour and
time: which in effect is no more than exchanging one man’s labour in one thing
for a time certain,- for another man’s labour in another thing for the same
time’ (Some Thoughtson the Interest of Money in General etc., p. 39). [Note by
Engels to the fourth German edition:] The English language has the advantage
of possessing two separate words for these two different aspects of labour.
Labour which creates use-values and is qualitatively determined is called
‘work’ as.opposed to ‘labour’; labour which creates value and is only mea-
sured quantitatively is called ‘labour’, as opposed to ‘work’.}

t Unfortunately, English usage does not always correspond to Engels’ dis-
tinction. We have tried to adopt it where possible.

*Falstaff: Why, she’s neither fish nor flesh; a man knows not where to have
her.
‘Dame Quickly: Thou art an unjust man in saying so: thou or any man
knows where to have me, thou knave, thou!
(Henry IV, Part 1, Act 3, Scene 3.)
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purely. social. From this it follows self-evidently that it can only
appear in the social relation between commodity and commodity.
In fact we started from exchange-value, or the exchange relation
of commodities, in order to track down the value that lay hidden
within it. We must now return to this form of appearance of
value.

Everyone knows, if nothing else, that commodities have a
common value-form which contrasts in the most striking manner
with the motley natural forms of their use-values. I refer to the
money-form. Now, however, we have to perform a task never even
attempted by bourgeois economics. That is, we have to show the
origin of this money-form, we have to trace the development of
the expression of value contained“in the value-relation of com-
modities from its simplest, almost imperceptible outline to the ,
dazzling money-form. When this has been done, the mystery of
money will immediately disappear.

The simplest value-relation is evidently that of one commodity
to another commodity of a different kind (it does not matter
which one). Hence the relation between the values of two com-
modities supplies us with the simplest expression of the value of a
single commodity.

(a) The Simple, Isolated, or Accidental Form of Value

x commodity A = y commodity B or: x commodity A is worth y
commodity B.
(20 yards of linen = 1 coat, or: 20 yards of linen are worth 1 coat)

(1) The two poles of the expression of value: the relative form of
value and the equivalent form

The whole mystery of the form of yalue lies hldden in-this smple
form. Our real difficulty, therefore, is to analyse it.

Here two different kinds of commodities (in our example the”
linen and the coat) cv1dently play two- different parts. The linen:
expresses its value in the coat; the coat serves as the materialiin: -
which that valueis expressed. The first commodity. plays an active”
role, the second a passive one. The value of the first commodity is:
represented as relative value, in other words the commodity isin:
the relative form of value. The second commodity fulfils the func-
tion of equivalent, in other words it is in the equivalent form. -

The. relative form of value and the equivalent form are.two
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inseparable moments, which belong to and mutually condition
each other; but, at the same time, they are mutually exclusive or
opposed extremes, i.e. poles of the expression of value. They are
always divided up between the different commodities brought into
relation with each other by that expression. I cannot, for example,
express the value of linen in linen. 20 yards of linen = 20 yards
of linen is not an expression of value. The equation states rather
the contrary: 20 yards of linen are nothing but 20 yards of linen,
a definite quantity of linen considered as an object of utility. The
value of the linen-can therefore only be expressed relatively, i.e. in
another commodity. The relative form of the value of the linen
therefore presupposes that some othér commodity confronts it in
the eqmy_g,lgm_form On the other hand, this other commodity,
which figures as the equivalent, cannot simultaneously be in the
relative form of value. It is not the latter commodity whose value
is being expressed. It only provides the material in which the value
of the first commodity is expressed.

Of course, the expression 20 yards of linen = 1 coat, or 20
yards of linen are worth 1 coat, also includes its converse: 1
coat = 20 yards of linen, or 1 coat is worth 20 yards of linen. But
in this case I must reverse the equation, in order to express the
value of the coat relatively; and, if I do that, the linen becomes"
the equivalent instead of the coat. The same commodity cannot,
therefore, simultaneously appear in both forms in the same ex-
pression of value. These forms rather exclude each other as polar
opposites.

Whether a commodity is in the relative form or in its opposite,
the equivalent form, entirely depends on its actual position in the
expression of value. That is, it depends on whether it is the com-
modity whose value is being expressed, or the commodity in
which value is being expressed.

(2) The relative form of value

(i) The content of the relative form of value In order to find out
how the simple expression of the value of acommoditylieshidden
in the value-relation between two commodities, we must, first of
all, consider the value-relation quite independently of its‘quantita-
tive aspect. The usual mode of procedure is the precise opposite
of this: nothing is seen in the value-relation but the proportion in
which definite quantities of two sorts of commodity count as
equal to each other. It is overlooked that the magnitudes of differ-
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ent things only become comparable in quantitative terms when
they have been reduced to the same unit. Only as expressions of
the same unit do they have a common denominator, and are
therefore commensurable magnitudes.t’

Whether 20 yards of linen = 1.coat or = 20 coats or = x coats,
i.e. whether a given quantity of linen is worth few or many coats,
""it is always implied, Whatever the proportion, that the linen and
‘the coat, as magnitudes of value, are expressions of the same

unit, things of the same nature. Linen = coat is the basis of the
equation. ‘

"~ But these two qualitatively equated commodities do not play
the same part. It is only the value of the linen that is expressed.
And how? By being related to the coat as its ‘equivalent’, or ‘the
thing exchangeable’ with it. In this relation the coat counts as the
form of existence of value, as the material embodiment of value,
for only as such is it the same as the linen. On the other i.and, the
linen’s own existence as value comes into view or receives an
independent expression, for it is only as value that it can be rela-
ted to the coat as being equal in value to it, or exchangeable with
it. In the same way, butyric acid is a different substance from
propyl formate. Yet both are made up of the same chemical sub-
stances, carbon (C), hydrogen (H) and oxygen (O). Moreover,
these substances are combined together in the same proportions
in each case, namely C,HgO,. If now butyric acid were to be
equated with propyl formate, then, in the first place, propyl
formate would count in this relation only as a form of existence
of C4.HO,; andin the second place, it would thereby be asserted
" that butyric ‘acid also consists of C,Hz0,. Thus by equating
_ propyl formate with butyric acid one would be expressing their
- chemical composition as opposed to their physical formation.

If we say that, as values, commodities are simply congealed
-quantities of human labour, our analysis reduces.them, it is true,
to the level of abstract value, but does not give them a form of
value distinct from their natural forms. It is otherwise in the value:
relation of one commodity to another. The first commodity’s

17. Thefew economists, such as S. Bailey, who have concerned themselves
with the analysis of the form of value have been unable to arrive at any resuit;
firstly because they confuse the form of value with value itself,-and secondly
because, under the coarse influence of the practical bourgeois, they give their
attention from the outset, and exclusively, to the quantitative aspect of the

question. ‘The command of quantity ... constitutés value’ (Money and Its
Vicissitudes, London, 1837, p. 11). Written by S. Bailey.
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value character emerges here through its own relation to the
second commodity.

By equating, for example, the coat as a thing of value to the
linen, we equate the labour embedded in the coat with the labour
embedded in the linen. Now it is true that the tailoring which
makes the coat is concrete labour of a different sort from the
weaving which makes the linen. But the act’of equating tailoring
with weaving reduces the former in fact to what is really equal in
the two kinds of labour, to the characteristic they have in com-
mon of being human labour. This is a roundabout way of saying
that weaving too, in so far as it weaves value, has nothing to dis-
tinguish it from tailoring, and, consequently, is abstract human
labour. It is only the expression of equivalence between different
sorts of commodities which brings to view the specific character
of value-creating labour, by actually reducing the different kinds
of labour embedded in the different kinds of commodity to their
common quality of being human labour in general.!8

However, it is not enough to express the specific character of
the labour which goes to make up the value of the linen. Human
labour-power in its fluid state, or human labour, creates value,
but is not itself value. It becomes value in its coagulated state, in
objective form. The value of the linen as a congealed mass of
human labour can be expressed -only as an ‘objectivity’ [Gegen-
stindlichkeit], a thing which is materially different from the linen
itself and yet common to the linen and all other commodities.
The problem is already solved.

- When it is in the value-relation with the linen, the coat counts
qualitatively as the equal of the linen, it counts as a thing of the
same nature, because it is a value. Here it is therefore a thing in

18. One of the first economists, after William Petty,* to have seen through
the nature of value, the famous Franklin, says this: ‘Trade in general being
nothing else but the exchange of labour for labour, the value of all thingsis.. . .
most justly measured by labour’ (The Works of B. Franklin etc., edited by
Sparks, Boston, 1836, Vol. 2, p. 267). Franklin is not aware that in measuring
the value of everything ‘in labour’ he makes abstraction from any difference
in the kinds of labour exchanged — and thus reduces them all to equal human
labour. Yet he states this without knowing it. He speaks first of ‘the one
labour’, then of ‘the other labour’, and finally of ‘labour’, without further
qualification, as the substance of the value of everything.

*Sir William Petty (1623-87), English economist and statistician, regarded
by Marx as thefounder of modern political economy (see below, p. 174, n. 34).
‘ Petty recognizes labour as the source of material wealth’ but misapprehends
the source of exchange-value (Karl Marx, op. cit., pp. 52-4).
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which value is manifested, or which represents value in its tangible
natural form. Yet the coat itself, the physical aspect of the coat-
commodity, is purely a use-value. A coat as such no more ex-
presses value than does the first piece of linen we come across.
This proves only that, within its value-relation to the linen, the
coat signifies more than it does outside it, just as some men count
for more when inside a gold-braided uniform than they do other-
wise.

Inthe productlon of the coat, human labour- -power, in the shape
of tailoring, has in actual fact been expended. Human labour has
therefore been accumulated in the coat. From this point of view,
the coat is a ‘bearer of value’, although this property never shows
through, even when the coat is at its most threadbare. In its value-
relation with the linen, the coat counts only under this aspect,
counts therefore as embodied value, as the body of value [Wert-
kérper]. Despite its buttoned-up appearance, the linen recognizes
in it a splendid kindred soul, the soul of value. Nevertheless, the
coat cannot represent value towards the linen unless value, for the
latter, simultaneously assumes theform of a coat. An individual,
A, for instance, cannot be ‘your majesty’ to another individual,
B, unless majesty in B’s eyes assumes the physical shape of A, and,
moreover, changes facial features, hair and many other things,
with every new ‘father of his people’.

Hence, in the value-relation, in which the coat is the equivalent
of the linen, the form of the coat counts as the form of value. The
value of the commodity linen is therefore expressed by the physical
body of the commodity coat, the value of one by the use-value of
the other. As a use-value, the linen is something palpably different
from the coat; as value, it is identical with the coat, and therefore
looks like the coat. Thus the linen acquires a value-form different
from its natural form. Its existence as value is manifested in its
equality with the coat, just as the sheep-like nature of the Christ-
ian is shown in his resemblance to the Lamb of God. :

We see, then, that everything our analysis of the value of com=: "

modities previously told us is repeated by the linen itself, as soon: ™
as it enters into association with another commodity, the coat ’
Only it reveals its thoughts in a language with which it alone is-
familiar, the language of commodities. In order to tell us that
labour creates its own value in its abstract quality of being human
labour, it says that the coat, in so far as it counts as its equal, i.e.
is value, consists of the same labour as it does itself. In order to
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inform us-that its sublime objectivity as a value differs from its
stiff and starchy existence as a body, it says that value has the
appearance of a coat, and therefore that in so far as the linen itself
is an object of value [Wertding], it and the coat are as like as two
peas. Let us note, incidentally, that the language of commodities
also has, apart from Hebrew, plenty of other more or less correct
dialects. The German word ¢ Wertsein’ (to be worth), for instance,
brings out less strikingly than the Romance verb ‘valere’, ‘ valer’,
‘valoir’ that the equating of commodity B with commodity A is
the expression of value proper to commodity A. Paris vaut bien
une messe!*

By means of the value-relation, therefore, the natural form of
commodity B becomes the value-form of commodity A, in other
words the physical body of commodity B becomes a mirror for the
value of commodity A.'® Commodity A, then, in entering into a
relation with commodity B as an object of value [ Wertkdrper], as
a materialization of human labour, makes the use-value B into
the material through which its own value is expressed. The value
of commodity A, thus expressed in the use-value of commodity B,
has the form of relative value. .

(ii) The quantitative determinacy of the relative form of value
Every commodity whose-value is to be expressed is a useful object
of a given quantity, for instance 15 bushels of corn, or 100 Ib. of
coffee. A given quantity of any commodity contains a definite
quantity of human labour. Therefore the form of value must not
only express value in general, but also quantitatively determined
value, i.e. the magnitude of value. In the value-relation of com-
modity A to commodity B, of the linen to the coat, therefore, not
only is the commodity-type coat equated with the linen in qualita-
tive terms as an object of value as such, but also a definite quantity
of the object of value or equivalent, 1 coat for example, is equated
with a definite quantity of linen, such as 20 yards. The equation 20

19. In a certain sense, a man is in the same situation as a comrnodity. As he
neither enters into the world in possession of a mirror, nor as a Fichtean
philosopher who can say ‘I am I’, a man first-sees and recognizes himself in
another man:- Peter only relates to himself as a man through his relation to
another man, Paul, in whom he recognizes his likeness. With this, however,
‘Paul also becomes from head to toe, in his physical form as Paul, the form of
appearance.of the species man for Peter.

*‘Paris-is certainly worth a mass.” Henry IV’s supposed words on his con-
version to Roman Catholicism in 1593.
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“yards of linen = 1 coat, or 20 yards of linen are worth'1 coat,
presupposes the presence in 1 coat of exactly as much of the sub-
stance of value as there is in 20 yards of linen, implies therefore -
that the quantities in which the two commodities are present have
cost the same amount of labour or the same quantity of labour-

-—-time. But the labour-time necessary for the production of 20
yards of linen or 1 coat varies with every change in the productivity
of the weaver or the tailor. The influence of such changes on the
relative expression of the magnitude of value must now be in-
vestigated more closely.

I. Let the value of the linen change2® while the value of the
coat remains constant. If the labour-time necessary for the pro-
duction of linen be doubled, as a result of the increasing in-
fertility of flax-growing soil for instance, its value will also be
doubled. Instead of the equation 20 yards of linen = 1 coat, we
should have 20 yards of linen = 2 coats, since 1 coat would now
contain only half as much labour-time as 20 yards of linen. If, on
the other hand, the necessary labour-time be reduced by one half,
as a result of improved looms for instance, the value of the linen
will fall by one half. In accordance with this the equation will
now read 20 yards of linen = } coat. The relative value of com-
modity A, i.e. its value expressed in commodity B, rises and falls
in direct relation to the value of A, if the value of B remains
constant.

II. Let the value of the linen remain constant, while the value
of the coat changes. If, under these circumstances, the labour-
time necessary for the production of a coat is doubled, as a result,
for instance, of a poor crop of wool, we should have, instead of
20 yards of linen = 1 coat, 20 yards of linen = % coat. If, on the
other hand, the value of the coat sinks by one half, then 20 yards

- of linen = 2 coats. Hence, if the value of commodity A remains
constant, its relative value, as expressed in commodity B, rises
and falls in inverse relation to the change in the value of B. o

If we compare the different cases examined under headings: T
and II, it emerges that the same change in the magnitude of rela-‘.
tive value may arise from entirely opposed causes. Thus the équa-
tion 20 yards of linen = 1 coat becomes 20 yards of linen =2
coats, either because the value of the linen has doubled or because
the value of the coat has fallen by one half, and it becomes 20

20. Here, as occasionally also on previous pages, we use the expression
‘value’ for quantitatively determined values, i.e. for the magnitude of value.
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yards of linen = } coat, either because the value of the linen has
fallen by one half, or because the value of the coat has doubled.

III. Let the quantities of labour necessary for the production
of the linen and the coat vary simultaneously in the same direction
and the same proportion. In this case, 20 yards of linen = 1 coat,
as before, whatever change may have taken place in their respective
values. Their change of value is revealed only when they are com-
pared with a third commodity, whose value has remained con-
stant. If the values of all commodities rose or fell simultaneously,
and in the same proportion, their relative values would remain
unaltered. The change in their real values would be manifested by
an increase or decrease in the quantity of commodities produced
within the same labour-time.

IV. The labour-time necessary for the production respectively
of the linen and the coat, and hence their values, may vary simul-
taneously in the same direction, but to an unequal degree, or in
opposite directions, and so on. The influence of all possible
combinations of this kind on the relative value of a commodity
can be worked out simply by applying cases I, IT and III.

Thus real changes in the magnitude of value are neither un-
equivocally nor exhaustively reflected in their relative expression,
or, in other words, in the magnitude of the relative value. The
relative value of a commodity may vary, although its value re-
mains constant. Its relative value may remain constant, although
its value varies; and finally, simultaneous variations in th'e magni-
tude of its value and in the relative expression of that magnitude
do not by any means have to correspond at all points.!

21. The vulgar economists* have exploited this lack of congruence between
the magnitude of value and its relative expression with their customary in-
genuity. For example: ‘Once admit that A falls, because B, with which it is
exchanged, rises, while no less labour is bestowed in the meantime on A, and
your general principle of value falls to the ground . . . If he [Ricardo] allowed
that when A rises in value relatively to B, B.falls in valuerelatively to A, he cut
away the ground on which herested his grand proposition, that the value of a
commodity is ever determined by the labour embodied in it; for if a change in
the cost of A alters not only its own value in relation to B, for which it is ex-
changed, but also the value of B relatively to that of A, though no change has
taken place in the quantity of labour to produce B, then not only the doctrine
falls to the ground which asserts that the quantity of labour bestowed on an
article regulates its value, but also that which affirms the cost of an article to

*Marx explains his use of the term vulgar economists’ in Section 4 of this
chapter, pp. 174-5,n. 34.
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(ili) The equivalent form We have seen-that a commodity A (the

linen), by expressing its value in the use-value of a commodity B

of a different kind (the coat), impresses upon the latter a form of

value peculiar to it, namely that of the equivalent. The com-

modity linen brings to view its own existence as a value through

.-thefact that the coat can be equated with the linen although it has
not assumed a form of value distinct from its own physical form.
The coat is directly exchangeable with the linen; in this way the
linen in fact expresses its own existence as a value [Wertsein). The
equivalent form of a commodity, accordingly, is the form in
which it is directly exchangeable with other commodities.

If one kind of commodity, such as a coat, serves as the equiva-
lent of another, such as linen, and coats therefore acquire the
characteristic property of being in a form in which they can be
directly exchanged with linen, this still by no means provides us
with the proportion in which the two are exchangeable. Since the
magnitude of the value of the linen is a given quantity, this pro-
portion depends on the magnitude of the coat’s value. Whether
the coat is expressed as the equivalent and the linen as relative
value, or, inversely, the linen is expressed as equivalent and the
coat as relative value, the magnitude of the coat’s value is deter-
mined, as ever, by the labour-time necessary for its production,

“independently of its value-form. But as soon as the coat takes up
the position of the equivalent in the value expression, the magni-
tude of its value ceases to be expressed quantitatively. On the con-
trary, the coat now figures in the value equation merely as a
definite quantity of some article.

For instance, 40 yards of linen are ‘worth’ — what? 2 coats. Be-
cause the commodity coat here plays the part of equivalent, be-
cause the use-value coat counts as the embodiment of value.vis-a-

. vis the linen, a definite number of coats is sufficient to express-a
definite quantity of value in the linen. Two coats can therefore
‘express the magnitude of value of 40 yards of linen, but they can

regulate its value’ (J. Broadhurst, Political Economy, London, 1842, pp:-11
and 14). E ) e

Mr Broadhurst might just as well say: consider the fractions 10/20, 10/50,
10/100 etc. The number 10 remains unchanged, and yet its proportional mag-
nitude, its magnitude in relation to the numbers 20, 50, 100 continually di- .
minishes. Therefcre, the great principle that the magnitude of a whole number,
such as 10, is ‘regulated’ by the number of times the number 1 is contained in
it falls to the ground.
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never express the magnitude of their own value. Because they had
a superficial conception of this fact, i.e. because they considered
that in the equation of value the equivalent always has the form
of a simple quantity of some article, of a use-value, Bailey and
many of his predecessors and followers were misled into seeing
the expression of value as merely a quantitative relation ;* whereas
in fact the equivalent form of a commodity contains no quanti-
tative determinant of value.

The first peculiarity which strikes us when we reflect on the
equivalent form is this, that use-value becomes the form of appear-
ance of its opposite, value.

The natural form of the commodity becomes its value-form.
But, note well, this substitution only occurs in the case of a com-
+ modity B (coat, or maize, or iron, etc.) when some other com-
modity A (linen etc.) enters into a value-relation with it, and then
only within the limits of this relation. Since a commodity cannot
be related to itself as equivalent, and therefore cannot make its
own physical shape into the expression of its own value, it must
be related to another commodity as equivalent, and therefore
must make the physical shape of another commodity into its own
value-form.

Let us make this clear with the example of a measure which is
applied to commodities as material objects, i.e. as use-values. A
sugar-loaf, because it is a body, is heavy and therefore possesses
weight; but we can neither take a look at this weight nor touch it.
We then take various pieces of iron, whose weight has been deter-
mined beforehand. The bodily form of the iron, considered for
itself, is no more the form of appearance of weight than is the
sugar-loaf. Nevertheless, in order to express the sugar-loaf as a
weight, we put it into a relation of weight with the iron. In this
relation, the iron counts as a body representing nothing but
weight. Quantities of iron therefore serve to measure the weight of
the sugar, and represent, in relation to the sugar-loaf, weight in
its pure form, the form of manifestation of weight. This part is
played by the iron only within this relation, i.e. within the rela-
tion into which the sugar, or any other body whose weight is to
be found, enters with the iron. If both objects lacked weight, they

-*The most superficial form of exchange-value, that is the quantitative
relation in which commodities exchange with one another, constitutes,
according to Bailey, their value’ (Karl Marx, Theories of Sur plus-Value, Part
111, London, 1972, p. 129).
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could not enter into this relation, hence the one could not serve
to express the weight of the other. When we throw both of them
into the scales, we see in reality that considered as weight they are
the same, and therefore that, taken in the appropriate propor-
tions, they have the same weight. Just as the body of the iron, as
a measure of weight, represents weight alone, in relation to the
sugar-loaf, so, in our expression of value, the body of the coat
represents value alone.

Here, however, the analogy ceases. In the expression of the
weight of the sugar-loaf, the iron represents a natural property
common to both bodies, their weight; but in the expression of
value of the linen the coat represents a supra-natural property:
their value, which is something purely social.

The relative value-form of a commodity, the linen for example,
expresses its value-existence as something wholly different from
its substance and properties, as the quality of being comparable
with a coat for example; this expression itself therefore indicates
that it conceals a social relation. With the equivalent form the
reverse is true. The equivalent form consists precisely in this, that
the material commodity itself, the coat for instance, expresses
value just as it is in its everyday life, and is therefore endowed
“with the form of value by natureitself. Admittedly, this holds good
only within the value-relation, in which the commodity linen is
related to the commodity coat as its equivalent.22 However, the
properties of a thing do not arise from its relations to other
things, they are, on the contrary, merely activated by such rela-
tions. The coat, therefore, seems to be endowed with its equivalerit
form, its property of direct exchangeability, by nature, just as
much as its property of being heavy or its ability to keep us warm.
Hence the mysteriousness of the equivalent form, which only
impinges on the crude bourgeois vision of the political economist
- when it confronts him in its fully developed shape, that of money.
- He then seeks to explain away the mystical character of gold and.
silver by substituting for them less dazzling commodities, and, -
with ever-renewed satisfaction, reeling off a catalogue of-all the

22. Determinations of reflection [Reflexionsbestimmungen) of this kind are -
altogether very curious. For instance, one man is king only because other men
stand in the relation of subjects to him. They, on the other hand, imagine
that they are subjects because he is king.*

*Cf. Hegel, Science o f Logic, tr. A. V. Miller, London, 1969, pp. 409 ll

where the determinations of reflection are stated to be ‘not of a qualitative
kind . . . but determinatenesses which are themselves relations’.
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inferior commodities which have played the role of the equivalent
at one time or another. He does not suspect that even the simplest
expression of value, such as 20 yards of linen = 1 coat, already
presents the riddle of the equivalent form for us to solve.

The body of the commodity, which serves as the equivalent,
always figures as the embodiment of abstract human labour, and
is always the product of some specific useful and concrete labour.
This concrete labour therefore becomes the expression of abstract
human labour. If the coat is merely abstract human labour’s
realization, the tailoring actually realized in it is merely abstract
human labour’s form of realization. In the expression of value
of the linen, the usefulness of tailoring consists, not in making
clothes, and thus also people, but in making a physical object
which we at once recognize as value, as a congealed quantity
of labour, therefore, which is absolutely indistinguishable from
the labour objectified in the value of the linen. In order to act as
such a mirror of value, tailoring itself must reflect nothing apart
from its own abstract quality of being human labour.

Human labour-power is expended in the form of tailoring as
well as in the form of weaving. Both therefore possess the general
property of being human labour, and they therefore have to be
considered in certain cases, such as the production of value,
solely from this point of view. There is nothing mysterious in
this. But in the value expression of the commodity the question is
stood on its head. In order to express the fact that, for instance,
weaving creates the value of linen through its general property of
being human labour rather than in its concrete form as weaving,
we contrast it with the concrete labour which produces the equiva-
lent of the linen, namely tailoring. Tailoring is now seen as the
tangible form of realization of abstract human labour.

The equivalent form therefore possesses a second peculiarity:
in it, concrete labour becomes the form of manifestation of its
opposite, abstract human labour.

But because this concrete labour, tailoring, counts exclusively as
the expression of undifferentiated human labour, it possesses the
characteristic of being identical with other kinds of labour, such
as the labour embodied in the linen. Consequently, although, like
all other commodity-producing labour, it is the labour of private
individuals, it is nevertheless labour in its directly social form. It
is precisely for this reason that it presents itself to us in the shape
of a product which is directly exchangeable with other commodities..
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Thus the equivalent form has a third peculiarity: private labour
takes the form of its opposite, namely labour in its directly social
“form.

The two peculiarities of the equivalent form we have just de-
veloped will become still clearer if we go back to the great in-
vestigator who was the first to analyse the value-form, like so many
otherforms of thought, societyand nature. I mean Aristotle.

" In the first place, he states quite clearly that the money-form of
the commodity is only a more developed aspect of the simple form
of value, i.e. of the expression of the value of a commodity in
some other commodity chosen at random, for he says:
5 beds = 1 house
(KXtvow mévte dvtl olxiog)
1s indistinguishable from
5 beds = a certain amount of money
(BAlvow mévre dvtl. . . Boou af mévte xhivoe)
He further sees that the value-relation which provides the
. framework for this expression of value itself requires that the
house should be qualitatively equated with the bed, and that these
things, being distinct to the senses, could not be compared with
each other as commensurable magnitudes if they lacked this
essential identity. ‘There can be no exchange,” he says, ‘without
equality, and no equality without commensurability’ (‘oft’
lootg un obevne ocuppetplag’ ). Here, however, he falters, and
abandons the further analysis of the form of value. ‘It is, how-
ever, in reality, impossible (“t}} wév odv dAnfeia dBdvarov™ ) that
such unlike things can be commensurable,’ i.e. qualitatively equal.
This form of equation can only be something foreign to the true
nature of the things, it is therefore only ‘a makeshift for practical
- purposes’.*

Aristotle therefore himself tells us what prevented any further
analysis: the lack of a concept of value. What is the homogeneous - .
element, i.e. the common substance, which the house represeﬂts
from the point of view of the bed, in the value expression. for
bed? Such a thing, in truth, cannot exist, says Aristotle. But whA -
not? Towards the bed, the house represents something equal; ifi -
so far as it represents what is really equal, both in the bed and the
house. And that is — human labour.

However, Aristotle himself was unable to extract this fact, that,

*The quotations in this paragraph are from Aristotle, Nicomachean Ethics,
"Bk V, Ch. 5 (Loeb edition, London, 1926, pp. 287-9).
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in the form of commodity-values, all labour is expressed as equal
human labour and therefore as labour of equal quality, by inspec-
tion from the form of value, because Greek society was founded
on the labour of slaves, hence had asits natural basis the inequality
of men and of their labour-powers. The secret of the expression of
value, namely the equality and equivalence of all kinds of labour
because and in so far as they are human labour in general, could
not be deciphereduntil the concept of human equality had already
acquired the permanence of a fixed popular opinion. This however
becomes possible only in a society where the commodity-form is
the universal form of the product of labour, hence the dominant
social relation is the relation between men as possessors of com-
modities. Aristotle’s genius is displayed precisely by his discovery
of a relation of equality in the value-expression of commodities.
Only the historical limitation inherent in the society in which he
lived prevented him from finding out what ‘in reality’ this relation
of equality consisted of.

(iv) The simple form of value consideredas a whole A commodity’s
simple form of value is contained inits value-relation with another
commodity of a different kind, i.e. in its exchange relation with
the latter. The value of commodity A is qualitatively expressed by
the direct exchangeability of commodity B with- commodity A.
It is quantitatively expressed by the exchangeability of a specific
quantity of commodity B with a given quantity of A. In other
words, the value of a commodity is independently expressed
through its presentation [Darstellung) as ‘exchange-value’. When,
at the beginning of this chapter, we said in the customary manner
that a commodity is both a use-value and an exchange-value, this
was, strictly speaking, wrong. A commodity is a .use-value or
object of utility, and a ‘value’. It appears as the twofold thing it
really is as soon as its value possesses its own particular form of
manifestation, which is distinct from its natural form. This form
of manifestation is exchange-value, and the commodity never has
this form when looked at in isolation, but only when it is in a
value-relation or an exchange relation with a second commodity
of a different kind. Once we know this, our manner of speakmg
does no harm; it serves, rather, as an abbreviation.

Our analysis has shown that the form of value, that is, the ex-
pression of the value of a commodity, arises from the nature of
commodity-value, as opposed to value and its magnitude arising
from their mode of expression as exchange-value. This second
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view is the delusion both of the Mercantilists (and people like
Ferrier, Ganilh, etc.,2®> who have made a modern rehash of
Mercantilism) and their antipodes, the modern bagmen of free
trade, such as Bastiat and his associates. The Mercantilists place
their main emphasis on the qualitative side of the expression of
_value, hence on the equivalent form of the commodity, which in
its finished form is money. The modern pedlars of free trade, on
the other hand, who must get rid of their commodities at any
price, stress the quantitative side of the relative form of value. For
them, accordingly, there exists neither value, nor magnitude of
value, anywhere except in its expression by means of the exchange
relation, that is, in the daily list of prices current on the Stock
Exchange. The Scotsman Macleod,* whose function it is to trick
out the confused ideas of Lombard Street in the most learned
finery, is a successful cross between the superstitious Mercantilists
and the enlightened pedlars of free trade.

A close scrutiny of the expression of the value of commodity A
contained in the value-relation of A to B has shown that within
that relation the natural form of commodity A figures only as the’
aspect of use-value, while the natural form of B figures only as the
form of value, or aspect of value. The internal opposition between
use-value and value, hidden within the commodity, is therefore
represented on the surface by an external opposition, i.e. by a rela-
tion between two commodities such that the one commodity,
whose own value is supposed to be expressed, counts directly only
as a use-value, whereas the other commodity, in which that value
is to be expressed, counts directly only as exchange-value. Hence.
the simple form of value of a commodity is the simple form of
appearance of the opposition between use-value and value which
is contained within the commodity.

The product of labour is an object of utility in all states of
society; but it is only a historically specific epoch of development
which presents the labour expended in the production of a useful.

23. F. L. A. Ferrier (sous-inspecteur des douanes), Du g ouvernement consideré - -

dans ses rapports avec le commerce, Paris, 1805; and Charles Ganilh, Des--
systémes d'économie politique, 2nd edn, Paris, 1821. e

*H. D. Macleod (1821-1902), opponent of the classical economists, who;
Marx says, ‘misinterprets the most elementary economic relations to such an
extent that he asserts that money in general arises from its most advanced
form, that is means of payment’ (Karl Marx, 4 Contribution to the Critique of
Political Economy, p. 143).
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article as an ‘objective’ property of that article, i.e. as its value.
It is only then that the product of labour becomes transformed
into a commodity. It therefore follows that the simple form of
value of the commodity is at the same time the simple form of
value of the product of labour, and also that the development of
the commodity-form coincides with the development of the value-
form.

We perceive straight away the insufficiency of the simple form
of value: it is an embryonic form which must undergo a series of
metamorphoses before it can ripen into the price-form.

The expression of the value of commodity A in terms of any -
other commodity B merely distinguishes the value of A from its
use-value, and therefore merely places A in an exchange-relation
with any particular single different kind of commodity, instead of
representing A’s qualitative equality with all other commodities
and its quantitative proportionality to them. To the simple rela-
tive form of value of a commodity there corresponds the single
equivalent form of another commodity. Thus, in the relative ex-
pression of value of the linen, the coat only possesses the form of
equivalent, the form of direct -exchangeability, in relation to this
one individual commodity, the linen.

Nevertheless, the simple form of value automatically passes
over into a more complete form. Admittedly, this simple form
only expresses the value of a commodity A in one commodity of
another kind. But what this second commodity is, whether it is a
coat, iron, corn, etc., is a matter of complete indifference. There-
fore different simple expressions of the value of one and the same
commodity arise according to whether ‘that commodity enters
into a’'value-relation with this second commodity of another kind
of commodity.?* The number of such possible expressions is
limited only by the number of the different kinds of commodities
distinct from it. The isolated expression of A’s value is thus trans-
formed into the indefinitely expandable series of different simple
expressions of that value,

(b) The Total or Expanded Form of Value
z commodity A = u commodity B or = v commodity C or = w
commoadity D or = x commodity E or = etc.

24. In Homer, for instance (Jliad, VII, 472-5), the value of a thing is ex-
pressed in a series of different things.
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(20 yards of linen = 1 coat or = 10 lb. tea or — 40 lb. coffee
" or = 1 quarter of corn or = 2 ounces of gold or =  ton of iron
or = etc.)

(‘l) The ex panded relative form of value

_.The value of a commodity, the linen for example, is now. ex-
pressed in terms of innumerable other members of the world of
commodities. Every other physical commodity now becomes a
mirror of the linen’s value.2® It is thus that this value first shows
itself as being, in reality, a congealed quantity of undifferentiated
human labour. For the labour which creates.it is now explicitly
presented as labour which counts as the equal of every other sort
of human labour, whatever natural form it may possess, hence
whether it is objectified in a coat, in corn, in iron, or in gold. The
linen, by virtue of the form of value, no longer stands in a social
relation with merely one other kind of commodity, but with the
whole world of commodities as well. As a commodity it is a
citizen of that world. At the same time, the endless series of ex-
pressions of its value implies that, from the point of view of the
value of the commodity, the particular form of use-value in
which it appears is a matter of indifference,

In the first form, 20 yards of linen = 1 coat, it might well be a
~ purely accidental occurrence that these two commodities are ex-

25. For this reason we can speak of the coat-value of the linen when its
value is expressed in coats, or of its corn-value when expressed in corn, and so
on. Every such expression tells us that it is the value of the linen which appears
in the use-values coat, corn etc. ‘The value of any commodity denoting its
relation in exchange, we may speak of itas . . . corn-value, cloth-value, accord-.
ing to the commodity with which it is compared; and hence there are a thou-
sand different kinds of value, as many kinds of value as there are commodities
in existence, and all are equally real and equally nominal’ (4 Critical Disserta-
tion on the Nature, Measure, and Causes of Value: Chiefly in Reference to the
Writings of Mr Ricardo and His Followers. By the Author of Essays on the
Formation, etc., o f Opinions, London, 1825, p. 39). S. Bailey, theauthor of:this
anonymous work, which in its day created a considerable stir in England, was
under the delusion that by pointing to the multiplicity of the relative expres-
sions of the same commodity-value he had obliterated any possibility of: a
conceptual determination of value. Still, despite the narrowness of his own .
outlook he was able to put his finger on some serious defects in the Ricardian
theory, as is demonstrated by the animosity with which he was attacked by
Ricardo’s followers, in the Westminster Review for example. *

*The Westminster Review was founded in 1824 by Bentham and Bownng,
as a quarterly Journal of orthodox Radicalism. It was Ricardian in economic
theory.
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changeable in a specific quantitative relation. In the second form,
on the contrary, the background to this accidental appearance,
essentially different from it, and determining it, immediately
shines through. The value of the linen remains unaltered in
magnitude, whether expressed in coats, coffee, or iron, or in in-
numerable different commodities, belonging to as many different
owners. The accidental relation between two individual com-
modity-owners disappears. It becomes plain that it is not the ex-
change of commodities which regulates the magnitude of their
values, but rather the reverse, the magnitude of the value of
commodities which regulates the proportion in which they-
exchange.

(2) The particular equivalent form

Each commodity, such as coat, tea, iron, etc., figures in the ex-
pression of value of the linen as-an equivalent, hence as a physical
object possessing value. The specific natural form of each of these
commodities is now a particular equivalent form alongside many
others. In the same way, the many specific, concrete, and useful
kinds of labour contained in the physical commodities now count
as the same number of particular forms of realization or mani-
festation of human labour in general.

(3) Defects of the total or expanded form of value

Firstly, the relative expression of value of the commodity is in-
complete, because the series of its representations never comes to
an end. The chain, of which each equation of value is a link, is
liable at any moment to be lengthened by a newly created com-
modity, which will provide the material for a fresh expression of
value. Secondly, it is a motley mosaic of disparate and uncon-
nected expressions of value. And lastly, if, as must be the case, the
relative value of each commodity is expressed in this expanded
form, it follows that the relative form of value of each commodity
is an endless series of expressions of value which are all different
from the relative form of value of every other commodity. The
defects of the expanded relative form of value are reflected in the
corresponding equivalent form. Since the natural form of each
particular kind of commodity is one particular equivalent form
amongst innumerable other equivalent forms, the only equivalent
forms which exist are limited ones, and each of them excludes all
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the others. Similarly, the specific, concrete, useful kind of labour
contained in each particular commodity-equivalent is only a
particular kind of labour and therefore not an exhaustive form of
appearance of human labour in general. It is true that the com-
pleted or total form of appearance of human labour is constituted
by the totality of its particular forms of appearance. But in that
case it has no single, unified form of appearance.

The expanded relative form of value is, however, nothing but
the sum of the simple relative expressions or equations of the
first form, such as:

20 yards of linen = 1 coat
20 yards of linen = 10 1b. of tea, etc.

However, each of these equations implies the identical equation

in reverse:
1 coat = 20 yards of linen
10 1b. of tea = 20 yards of linen, etc.

In fact, when a person exchanges his linen for many other
commodities, and thus expresses its value in a series of other
commodities, it necessarily follows that the other owners of
commodities exchange them for the linen, and therefore express
the values of their various commodities in one and the same third
commodity, the linen. If, then, we reverse the series 20 yards of
linen = 1 coat, or = 10 Ib. of tea, etc., i.e. if we give expression
to the converse relation already implied in the series, we get:.

(c) The General Form of Value

1 coat

10 Ib. of tea

40 1b. of coffee

1 quarter of corn = 20 yards of linen
2 ounces of gold

4 ton of iron

x commodity A etc.

(1) The changed character of the form of value

The commodities now present their values to us, (1) in a simple
form, because in a single commodity; (2) in a unified form, be-
cause in the same commodity each time. Their form of value is
simple and common to all, hence general.
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The two previous forms (let us callthem A and B) only amounted
tothe expression of the value of a commodity as something distinct
from its own use-value or its physical shape as a commodity.

The first form, A, produced equations like this: 1 coat = 20
yards of linen, 10 Ib. of tea = % -ton of iron. The value of the
coat is expressed as comparable with linen,* that of the tea as
comparable with iron. But to be comparable with linen and with
iron, these expressions of the value of coat and tea, is to be as
different as linen is from iron. This form, it is plain, appears in
practice only in the early stages, when the products of labour
are converted into commodities by accidental occasional ex-
changes.

The second form, B, distinguishes the value of a commodity
from its own use-value more adequately than the first, for the
value of the coat now stands in contrast with its natural form in
all possible shapes, in the sense that it is equated with linen, iron,
tea, in short with everything but itself. On the other hand any
expression of value common to all commodities is directly ex-
cluded; for, in the expression of value of each commodity, all
other commodities now appear only in the form of equivalents.
The expanded form of value comes into actual existence for the
first time when a particular product of labour, such as cattle, is
no longer exceptionally, but habitually, exchanged for various
other commodities.

The new form we have just obtained expresses the values of the
world of commodities through one single kind of commodity set
apart from.the rest, through the linen for example, and thus
represents the values of all commodities by means of their equality
with linen. Through its equation with linen, the value of every
commodity is now not only differentiated from its own use-value,
but from all use-values, and is, by that very fact, expressed as that
which is common to all commodities. By this form, commodities
are, for the first time, really brought into relation with each other
as values, or permitted to appear to each other as exchange-values.

The two earlier forms express the value of each commodity
either in terms of a single commodity of a different kind, orin a
series of many commodities which differ from the first one. In
both cases it is the private task, so to speak, of the individual

*‘Comparable with linen’ is the expression we have chosen to render
Leinwandgleiches, ‘comparable with iron’ renders Eisengleiches, and so on.
These circumlocutions are unavoidable here.
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commodity to give itself a form of value, and it accomplishes this
task without the aid of the others, which play towards it the merely
passive role of equwalent The general form of value, on the other
hand, can only arise as the joint contribution of the whole world
.of commodities. A commodity only acquires a general expression
of its value if, at the same time, all other commodities express
‘their values in the same equivalent; and every newly emergent
commodity must follow suit. It thus becomes evident that because
the objectivity of commodities as values is the purely ‘social
existence’ of these things, it can only be expressed through the
whole range of their social relations; consequently the form of
their value must possess social validity.
In this form, when they are all counted as comparable with the
linen, all commodities appear not only as qualitatively equal, as
values in general, but also as values of quantitatively comparable
magnitude. Because the magnitudes of their values are expressed
in one and the same material, the linen, these magnitudes are now.
reflected in each other. For instance, 10 Ib. of tea = 20 yards of
linen, and 40 lb. of coffee = 20 yards of linen. Therefore 10 1b. of
tea = 40 1b. of coffee. In other words, 1 1b. of coffee contains only
a quarter as much of the substance of value, that is, labour, as
11b. of tea. '
-.The general relative form of value imposes the character of
universal equivalent on the linen, which is the commodity ex-
cluded, as equivalent, from the whole world of commodities. Its
own natural form is the form assumed in common by the values
of all commodities; it is therefore directly exchangeable with all
other commodities. The physical form of the linen counts as the
visible incarnation, the social chrysalis state, of all human labour.
Weaving, the private labour which produces linen, acquires as a
result a general social form, the form of equality with-all other
kinds of labour. The innumerable equations of which the general.
form of value is composed equate the labour realized in the linen
with the labour contained in every other commodity in turn, and
they thus convert weaving into the general form of appearance of
undifferentiated human labour. In this manner the labour ob-
jectified in the values of commodities is not just presented nega-
tively, as labour in which abstraction is made from all the con-
crete forms and useful properties of actual work. Its own posmve
nature is explicitly brought out, namely the fact that it is the
reduction of all kinds of actual labour to their common character
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of being human labour in general, of being the expenditure of
human labour-power.

The general value-form, in which all the products of labour are
presented as mere congealed quantities of undifferentiated human
labour, shows by its very structure that it is the social expression
of the world of commodities. In this way it is made plain that
within this world the general human character of labour forms its
specific social character.

(2) The development of the relative and equivalent forms of value
their .interdependence

The degree of development of the relative form of value, and that
of the equivalent form, correspond. But we must bear in mind that
the development of the equivalent form is only the expression and
the result of the development of the relative form.

The simple or isolated relative form of value of one commodity
converts some other commodity into an isolated equivalent. The
expanded form of relative value, that expression of the value of
one commodity in terms of all other commodities, imprints those
other commodities with the form of particular equivalents of
different kinds. Finally, a particular kind of commodity acquires
the form of universal equivalent, because all other commodities
make it the material embodiment of their uniform and universal
form of value.

But the antagonism between the relative form of value and the
equivalent form, the two poles of the value-form, also develops
concomitantly with the development of the value-form itself.

The first form, 20 yards of linen = 1 coat, already contains this
antagonism, without as yet fixing it. According to whether we
read the same equation forwards or backwards, each of the two
commodity poles, such as the linen and the coat, is to be found in
the relative form on one occasion, and in the equivalent form on
the other occasion. Here it is still difficult to keep hold of-the
polar antagonism.

In form B, only one commodity at a time can completely ex-
pand its relative value, and it only possesses this expanded relative
form of value because, and in so far as, all other commodities are,
with respect to it, equivalents. Here we can no longer reverse the
equation 20 yards of linen = 1 coat without altering its whole
character, and converting it from the expanded form into the
general form of value.
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Finally, the last form, C, gives to the world of commodities a
general social relative form of value, because, and in so far as, all
commodities except one are thereby excluded from the equivalent
form. A single commodity, the linen, therefore has the form of
direct exchangeability with all other commodities, in other words
it. has a directly social form because, and in so far as, no other
commodity is in this situation.5

The commodity that figures as universal equivalent is on the
other hand excluded from the uniform and therefore universal
relative form of value. If the linen, or any other commodity serv-
ing as universal equivalent, were, at the same time, to share in the
relative form of value, it would have to serve as its own equivalent.
We should then have: 20 yards of linen = 20 yards of linen, a
tautology in which neither the value nor its magnitude is expressed..
In order to express the relative value of the universal equivalent,
we must rather reverse the form C. This equivalent has no rela-
tive form of value in common with other commodities; its value is,
rather, expressed relatively in the infinite series of all other physical
commodities. Thus the expanded relative form of value, or form
B, now appears as the specific relative form of value of the equiva-
lent commodity.

26. It is by no means self-evident that the form of direct and universal ex
changeability is an antagonistic form, as inseparable from its opposite, the
form of non-direct exchangeability, as the positivity of one pole of a magnet is
from the negativity of the other pole. Thishas allowed theillusion to arise that
all commodities can simultaneously be imprinted with the stamp of direct ex-
changeability, in the same way that it might be imagined that all Catholics can
be popes. It is, of course, highly desirable in theeyes of the petty bourgeois,
who views the production of commodities as the absolute summit of human
freedom and individual independence, that the inconveniences resulting from
the impossibility of exchanging commodities directly, which are inherent in
this form, should be removed. This philistine utopia is depicted in the socialism
of Proudhon, which, as I have shown elsewhere,* does not even possess the
merit of originality, but was in fact developed far more successfully long before
Proudhon by Gray, Bray and others. Even so, wisdom of this kind is still'rife.
incertaincircles under the name of ‘science’. No school of thought has thrown
around the word ‘science’ more haphazardly than that of Proudhon, for*‘wo
Begriffe fehlen, dastellt zur rechten Zeit ein Wort sich ein’ .t

*In Chapter 1 of Marx’s 1847 polemic against Proudhon, The Poverty of
Philosophy. )

+Where thoughts are absent, words are brought in as convenient replace-
ments.” A slightly altered quotation from Goethe, Faust, Part 1, Scene 4,
Faust’s Study, lines 1995-6.
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(3) The transition from the general form of value to the money form

The universal equivalent form is a form of value in general. It
can therefore be assumed byany commodity. On the other hand, a
commodity is only to be found in the universal equivalent form
(form C) if, and in so far as, it is excluded from the ranks of all
other commodities, as being their equivalent. Only when this
exclusion becomes finally restricted to a specific kind of com-
modity does the uniform relative form of value of the world of
commodities attain objective fixedness and general social validity.

The specific kind of commodity with whose natural form the
equivalent form is socially interwoven now becomes the money
commodity, or serves as money. It becomes its specific social
function, and consequently its social monopoly, to play the part of
universal equivalent within the world of commodities. Among the
commodities which in form B figure as particular equivalents of
the linen, and in form C express in common their relative values
in linen, there is one in particular which has historically con-
quered this advantageous position: gold. If, then, in form C, we
replace the linen by gold, we get:

(d) The Money Form

20 yards of linen
1 coat
10 1b. of tea
40 1b. of coffee = 2 ounces of gold
1 quarter of corn
4 ton of iron
x commodity A
Fundamental changes have taken place in the course of the
transition from form A to form B, and from form B to form C.
As against this, form D differs not at all from form C, except that
now instead of linen gold has assumed the universal equivalent
form. Gold is in form D what linen was in form C: the universal
equivalent. The advance consists only in that the form of direct
and universal exchangeability, in -other words the universal
equivalent form, has now by social custom finally become en-
twined with the specificnatural form of the commodity gold.
Gold confronts the other commodities as money only because
it previously confronted them as a commodity. Like all other
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commodities it also functioned as an equivalent, either as a
single equivalent in isolated exchanges or as a particular equiva-
lent alongside other commodity-equivalents. Gradually it began
to serve as universal equivalent in narrower or wider fields. As
-soon as it had won a monopoly of this position in the expression
.. of value for the world of commodities, it became the money com-
modity, and only then, when it had already become the money
commodity, did form D become distinct from form C, and the
general form of value come to be transformed into the money
form.

The simple expression of the relative value of a single com-
modity, such as linen, in a commodity which is already function-
ing as the money commodity, such as gold, is the price form. The
‘price form’ of the linen is therefore: 20 yards of linen = 2
ounces of gold, or, if 2 ounces of gold when coined are £2, 20
yards of linen = £2.

The only difficulty in the concept of the money form is that of
grasping the universal equivalent form, and hence the general
form of value as such, form C. Form C can be reduced by work-
ing backwards to form B, the expanded form of value, and its
constitutive element is form A: 20 yards of linen = 1 coat or x
. commodity A = y commodity B. The simple commodity form is
- therefore the germ of the money-form.

4 THE FETISHISM OF THE COMMODITY AND ITS SECRET

A commodity appears at first sight an extremely obvious, -trivial
~ thing. But its analysis brings out that it is a very strange thing,
abounding in metaphysical subtleties and theological niceties. So
far as it is a use-value, there is nothing mysterious about.it,
whether we consider it from the point of view that by its properties
it satisfies human needs, or that it first takes on these properties
as the product of human labour. It is absolutely clear that, by his
activity, man changes the forms of the materials of naturein such
‘a way as to make them useful to him. The form of wood, for in-
stance, is altered if a table is made out of it. Nevertheless the table:
continues to be wood, an ordinary, sensuous thing. But as soon"
as it emerges as a commodity, it changes into a thing which
_transcends sensuousness. It not only stands with its feet on the
*. ground, but, in relation to all other commodities, it stands on
- .its head, and evolves out of its wooden brain grotesque ideas,
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far more wonderful than if it were to begin dancing of its own free
will.?? ) :

The mystical character of the commodity does not therefore
arise from its use-value. Just as little does it proceed from the
nature of the determinants of value. For in the first place, how-
“ever varied the useful kinds of labour, or productive. activities, it
is a physiological fact that they are functions of the human organ-
ism, and that each such function, whatever may be its nature or
its form, is essentially the expenditure of human brain, nerves,
muscles and sense organs. Secondly, with regard to the foundation
of the quantitative determination of value, namely the duration
of that expenditure or the quantity of labour,. this is quite pal-
pably different from its quality. In all situations, the labour-time
it costs to produce the means of subsistence must necessarily con-
cern mankind, although not to the same degree at different stages
of development.2® And finally, as soon as men start to work for
each other in any way, their labour also assumes a social form.

Whence, then, arises the enigmatic character of the product of
labour, as soon as it assumes the form of a commodity? Clearly,
it arises from this form itself. The equality of the kinds of human
labour takes on a physical form in the equal objectivity of the
products of labour as values; the measure of the expenditure of
human labour-power by its duration takes on the form of the
magnitude of the value of the products of labour; and finally the
relationships between the producers, within which the social
characteristics of their labours are manifested, take on the form
of a social relation between the products of labour.

The mysterious character of the commodity-form consists
therefore simply in the fact that the commodity reflects the social
characteristics of men’s own labour as objective characteristics of

27.0One may recall that China and the tables began to dance when the rest
of the. world appeared to be standing still - pour encourager les autres.*

28. Among the ancient Germans the size of a piece of land was measured
according to the labour of a day; hence the acre was called Tagwerk, Tag-
wanne (jurnale, or terrajurnalis, or diornalis), Mannwerk, Mannskraft, Manns-
maad, Mannshauet, etc. See Georg Ludwig von Maurer, Einleitung zur
Geschichte der Mark-, Hof-, usw. Verfassung, Munich, 1854, p. 129 ff. )

. **Toencourage the others’. Areference to the simultaneous emergence in the
1850s of the Taipingrevolt in Chinaand the craze for spiritualism whichswept
over upper-class German society. The rest of the world was ‘standing still” in
the period of reaction immediately after the defeat of the 1848 Revolutions.
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the products of labour themselves, as the socio-natural properties
of these things. Hence it also reflects the social relation of the
producers to the sum total of labour as a social relation between
objects, a relation which exists apart from and outside the pro-
ducers. Through this substitution, the products of labour become
commodities, sensuous things which are at the same time supra-
sensible or social. In the same way, the impression made by a
thing on the optic nerve is perceived not as a subjective excitation
of that nerve but as the objective form of a thing outside the eye.
In the act of seeing, of course, light is really transmitted from one
thing, the external object, to another thing, the eye. It is a physical
relation between physical things. As against this, the commodity-
form, and the value-relation of the products of labour within
which it appears, have absolutely no connection with the physical
nature of the commodity and the material [dinglich] relations
arising out of this. It is nothing but the definite social relation
between men themselves which assumes here, for them, thefantastic

.form of a relation between things. In order, therefore, to find an
analogy we must take flight into the misty realm of religion. There
the products of the human brain appear as autonomous figures
endowed with a life of their own, which enter into relations both
with each other and with the human race. So it is in the world of
commodities with the products of men’s hands. I call this the
fetishism which attaches itself to the products of labour as soon
as.they are produced as commodities, and is therefore 1nseparable
from the production of commodities.

‘As the foregoing analysis has already demonstrated, this
fetishism of the world of commodities arises from the peculiar
social character of the labour which produces them.-

Objects of utility become commodities only because they are
the products of the labour of private individuals who work
independently of each other. The sum total of the labour of all
these private individuals forms the aggregate labour of society:
Since the producers do not come into social contact until they
exchange the products of their labour, the specific social charac-
teristics of their.private labours appear only within this exchange,
In other words, the labour of the private individual manifests:it-
self as an element of the total labour of society only through'the
relations which the act of exchange establishes between the pro-
ducts, and, through their mediation, between the producers. :To
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the producers, therefore, the social relations between their private
labours appear as what they are, i.e. they do not appear as direct
social relations between persons in their work, but rather as
material [dinglich] relations between persons and social relations
between things.

-It is only by being exchanged that the products of labour
acquire a socially uniform objectivity as values, which is distinct
from their sensuously varied objectivity as articles of utility.
This division of the product of labour into a useful thing and a
thing possessing value appears in practice only when exchange has
already acquired a sufficient extension and importance to allow
useful things to be produced for the purpose of being exchanged,
so that their character as values has already to be taken into
consideration during production. From this moment on, the
labour of the individual producer acquires a twofold social
character. On the one hand, it must, as a definite useful kind of
labour, satisfy a definite social need, and thus maintain its posi-
tion as an element of the total labour, as a branch of the social
division of labour, which originally sprang up spontaneously. On
the other hand, it can satisfy the manifold needs of the individual
producer himself only in so far as every particular kind of useful
private labour can be exchanged with, i.e. counts as the equal of,
every other kind of useful private labour. Equality in the full sense
between different kinds of labour can be arrived at only if we
abstract from their real inequality, if we reduce them to the
characteristic they have in common, that of being the expenditure
of human labour-power, of human labour in the abstract. The
private producer’s brain reflects this twofold social character of
his labour only in the forms which appear in practical intercourse,
in the exchange of products. Hence the socially useful character
of his private labour is reflected in the form that the product of
Iabour has to be useful to others, and the social character of the
equality of the various kinds of labour is reflected in ffie form of
the common character, as values, possessed .by these materially
different things, the products of labour. ' '

-Men do not therefore bring the products of their labour into
relation with each other as values because they see these objects
merely as the material integuments of homogeneous human
labour. The reverse is true: by equating their different products
to each other in exchange as values, they equate.their different
kinds of labour as human labour. They do this without being
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aware of it.2° Value, therefore, does not have its description
branded on its forehead; it rather transforms every product of
labour into a social hieroglyphic. Later on, men try to decipher
the hieroglyphic, to get behind the secret of their own social pro-
duct: for the characteristic which objects of utility have of being
values is as much men’s social product as is their language. The
belated scientific discovery that the products of labour, in so far
as they are values, are merely- the material expressions of the
human labour expended to produce them, marks an epoch in the
history of mankind’s development, but by no means banishes the
semblance of objectivity possessed by the social characteristics of
labour. Something which is only valid for this particular form of
production, the production of commodities, namely the fact that
the specific social character of private labours carried on inde-

- pendently .of each other consists in their equality as human
labour, and, in the product, assumes the form of the existence of
value, appears to those caught up in the relations of commodity
production (and this is true both before and after the above-
mentioned scientific discovery) to be just as ultimately valid as the
fact that the scientific dissection of the air into its component
parts left the atmosphere itself unaltered in its physical configura-
tion.

What initially concerns producers in practlce when they make
an exchange is how much of some other product they get for their
own; in what proportions can the products be exchanged? As
soon as these proportions have attained a certain customary
stability, they appear to result from the nature of the products,
so that, for instance, one ton of iron and two ounces of gold ap-
pear to be equal in value, in the same way as a pound of gold and
a pound of iron are equal in weight, despite their different
physical and chemical properties. The value character of the pro-
ducts of labour becomes firmly established only when they act as
magnitudes of value. These magnitudes vary continually, mde-
pendently of the will, foreknowledge and actions of the exchange_ .
Their own movement within society has for them the form of a
movement made by things, and these things, far from being under

- 29. Therefore, when Galiani said: Value is a relation between persons (‘La
Ricchezza @ una ragione tra due persone’) he ought to have added: a relation
concealed beneath a material shell. (Galiani, Della Moneta, p. 221, Vol. 3 of
Custodi’s collection entitled Scrittori classici italiani di economia politica,
Parte moderna, Milan, 1803.)
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their control, in fact control them. The production of commodities
must be fully developed before the scientific conviction emerges,
from experience itself, that all the different kinds of private labour
(which are carried on independently of each other; and yet, as
spontaneously developed branches of the social division of labour,
are in a.situation of all-round dependence on each other) are
continually being reduced to the quantitative proportions in
which society requires them. The reason for this reduction is that
in the midst of the accidental and ever-fluctuating exchange rela-
tions between the products, the labour-time socially necessary to
produce them asserts itself as a regulative law of nature. In the
same way, the law of gravity asserts itself when a person’s house
collapses on top of him.3° The determination of the magnitude of
value by labour-time is therefore a secret hidden under the ap-
parent movements in the relative values of commodities. Its dis-
covery destroys the semblance of the merely accidental deter-
mination of the magnitude of the value of the products of labour,
but by no means abolishes that determination’s material form.
Reflection on the forms of human life, hence also scientific
analysis of those forms, takes a course directly opposite to their
real development. Reflection begins post festum,* and therefore
with the results of the process of development ready to hand. The
forms which stamp products as commodities and which are there-
fore the préliminary requirements for the circulation of commodi-
ties, already-possess the fixed quality of natural forms of social life
before man seeks to give an account, not of their historical
character, for in his eyes they are immutable, but of their content
and meaning. Consequently, it was solely the analysis of the prices
of commodities which led to the determination of the magnitude
of value, and solely the common expression of all commodities in
money which led to the establishment of their character as values.
It is however precisely this finished form of the world of com-
modities - the money form — which conceals the social character of
private labour and the social relations between the individual
30. ‘What are we to think of a law which can only assert itself through
periodic crises? It is just a natural law which depends on the lack of awareness
of the people who undergo it’ (Friedrich Engels, Umrisse zu einer Kritik der
Nationalékonomie, in the Deutsch-Franzdsische Jahrbiicher, edited by Armold

Ruge and Karl Marx, Paris, 1844) [English translation in Marx/Engels’
Collected Works,Vol. 3, London, 1975, p. 433].

* ‘After the feast’, i.e. after the events reflected on have taken place.
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“workers, by making those relations appear as relations between

:material objects, instead of revealing them plainly. If I state that
"“coats or boots stand in a relation to linen because the latter is the
“universal incarnation of abstract human labour, the absurdity of
«the statement is self-evident. Nevertheless, when the producers of
2.coats and boots bring these commodities into a relation with linen,
~or with gold or silver (and this makes no difference here), as the
“universal equivalent, the relation between their own private
“labour and the collective labour of society appears to them in
~exactly this absurd form.

; The categories of bourgeois economics consist precisely of
-forms of this kind. They are forms of thought which are socially
-valid, and therefore _objective, for the relations of production be-
10ng1ﬁ’g”co this . h1stor1ca11y__glc_t§rmmed mode of social production,
ie. commodity production. The whole mystery of comimodities,
all"the 1iagic dfid necromancy that surrounds the products of
labour on the basis of commodity production, vanishes therefore

...as soon as we come to other forms of production.

As political economists are fond of Robinson Crusoe stories,>!
let us first look at Robinson on his island. Undemanding though
“he is by nature, he still has needs to satisfy, and must therefore
-perform useful labours of various kinds: he must make tools,
““knock together furniture, tame llamas, fish, hunt and se on. Of
. his prayers and the like, we take no account here, since our friend
‘takes pleasure in them and sees them as recreation. Despite the
diversity of his productive functions, he knows that they are only
#"different forms of activity of one and the same Robinson, hence
“only different modes of human. labour. Necessity itself compels

-+him to divide his time with precision between his different func-

-.'31. Even Ricardo has his Robinson Crusoe stories. ‘Ricardo makes his.
i primitive fisherman and primitive hunter into owners of commodities who
"“jmmediately exchange their fish and game in proportion to the labour-time
«which is materialized in these exchange-values. On this occasion he slips into .
-.“the anachronism of allowing the primitive fisherman and hunter to calculate
““the value of their implements in accordance with the annuity tables used ‘on
“the ' London Stock Exchange in 1817. Apart from bourgeois society;'.the
- “parallelograms of Mr Owen” seem to have been the only form of society:
i Ricardo was acquainted with’® *(Karl Marx, Zur Kritik etc., pp. 38-9)
‘[English translation, p. 60}."

*The “parallelograms’ were the utopiansocialist Robert Owen’s suggestion
+-for themost appropriate layout for a workers’ settlement, made in 4 New View
of Society (1813) and immediately seized on by his critics. Ricardo’s reference
:+ to them is from his On Protectionof Agriculturé, London, 1822, p. 21.
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‘tions. Whether one function occupies a greater space in his total
activity than another depends on the magnitude of the difficulties
to be overcome in attaining the useful effect aimed at. Our friend
Robinson Crusoe learns this by experience, and having saved a
watch, ledger, ink and pen from the shipwreck, he soon begins,
like.a good Englishman, to keep a set of books. His stock-book
contains a catalogue of the useful objects he possesses, of the
various operations necessary for their production, and finally of
the labour-time that specific quantities of these products have on
average cost him. All the relations between Robinson and these
objects that form his self-created wealth are here so simple and
transparent that even Mr Sedley Taylor* could understand them.
And yet those relations contain all the essential determinants of
value.

Let us now transport ourselves from Robinson’s island, bathed
in light, to medieval Europe, shrouded in darkness. Here, instead
of the independent man, we find everyone dependent - serfs and
lords, vassals and suzerains, laymen and clerics. Personal depend-
ence characterizes the social relations of material production as
much as it does the other spheres oflife based on that production.
But precisely because relations of personal dependence form the
given social foundation, there is no need for labour and its pro-
ducts to assume a fantastic form different from their reality. They
take the shape, in the transactions of society, of services in kind
and payments in kind. The natural form of labour, its particular-
ity — and not, as in a society based on commodity production, its
universality — is here its immediate social form. The corvée can be
measured by time just as well as the labour which produces com-
modities, but every serf knows that what he expends in the service
of his lord is a specific quantity of his own personal labour-power.
The tithe owed to the priest is more clearly apparent than his
blessing. Whatever we may think, then, of the different roles in
which men confront each other in such a society, the social rela-
tions between individuals in the performance of their labour appear
at all events as their own personal relations, and are not dis-
guised as social relations between things, between the products of
labour.

*The original German has here ‘ Herr M. Wirth’, chosen by Marx as a run-
of -the-mill vulgar economist and propagandist familiar to German readers.
Engels introduced ‘Mr Sedley Taylor’, a Cambridge don against whom he
polemicized in his preface to the fourth German edition (see above, p. 117).
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- For an example .of labour in common, i.e. directly associated
_ labour we do not need to go back to the spontaneously.developed
" form which we find at the threshold of the history of all civilized
peoples.32 We have one nearer to hand in the patriarchal rural
industry of a peasant family which produces corn, cattle, yarn,
- linen and clothing for its own use. These things confront the
family as so many products of its collective labour, but they do not
confront each other as commodities. The different kinds of labour
~. which create these products - such as tilling the fields, tending the
- cattle, spinning, weaving and making clothes — are already in their
natural form social functions; for they are functions of the family,
'whlch just as much as a society based on commodity production,
possesses its own spontaneously developed division of labour. The
distribution of labour within the family and the labour-time ex-
pended by the individual members of the family, are regulated by
differences of sex and age as well as by seasonal variations in the
natural conditions of labour. The fact that the expenditure. of the
individual labour-powers is measured by duration appears here,
- by its very nature, as a social characteristic of labour itself, be-
“~cause the individual labour-powers, by their very nature, act only
as instruments of the joint labour-power of the family.
_ Let us finally imagine, for a change, an association of free men,
“~working with the means of production held in common, and ex-
pending their many different forms of labour-power in full self-
awareness as one single social labour force. All the characteristics
- of Robinson’s labour are repeated here, but with the difference
that they are social instead of individual. All Robinson’s products
~were exclusively the result of his own personal labour and they
:.were therefore directly objects of utility for him personally. The
total product of our imagined association is a social product. One
. part of this product serves as fresh means of production and re-

32. ‘A ridiculous notion has spread abroad recently that communal'pro-.

. perty in its natural, spontaneous form is specifically Slav, indeed exclusively .. ’

Russian. In fact, it is the primitive form that we can prove to have existed

among Romans, Teutons and Celts, and which indeed still exists to this day in
India, in a whole range of diverse patterns, albeit sometimes only as remnants.
A more exact study of the Asiatic, and specifically of the Indian form of com-
‘munal property would indicate the way in which different forms of spon-
_taneous, primitive communal property give rise to different forms of its dis-
solution. Thus the different original types of Roman and Germanic private
. property can be deduced from the different forms of Indian communal pro-
- perty’ (Karl Marx, Z ur Kritik, etc., p. 10) [Englishtranslation, p. 33).
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mains social. But another part is consumed by the members of the
association as means of subsistence. This part must therefore be
divided amongst them. The way this division is made will vary
with the particular kind of social organization of production and
the corresponding level of social development attained by the pro-
ducers. We shall assume, but only for the sake of a parallel with
the production of commodities, that the share of each individual
producer in the means of subsistence is determined by his labour-
time. Labour-time would in that case play a double part. Its ap-
portionment in accordance with a definite social plan maintains the
correct proportion between the different functions of labour and
the various needs of the associations. On the other hand, labour-
time also serves as a measure of the part taken by each individual
in the common labour, and of his share in the part of the total
product destined for individual consumption. The social relations
of the individual producers, both towards their labour and the
products of their labour, are here transparent in their simplicity,
in production as well as in distribution.

For a society of commodity producers, whose general social
relation of production consists in the fact that they treat their pro-
ducts as commodities, hence as values, and in this material
[sachlich] form bring their individual, private labours into re-
lation with each other as homogeneous human labour, Christianity
with its religious cult of man in the abstract, more particularly in
its bourgeois development, i.e. in Protestantism, Deism, etc., is
the most fitting form of religion. In the ancient Asiatic, Classical-
antique, and other such modes of production, the transformation
of the product into a commodity, and therefore men’s existence as
producers of commodities, plays a subordinate role, which how-
everincreases in importance as these communities approach nearer
and nearer to the stage of their dissolution. Trading:-nations,
properly so called, exist only in the interstices of the ancient world,
like the gods of Epicurus in the infermundia,* or Jews in the pores
of Polish society. Those ancient social organisms of production are
much more simple and transparent than those of bourgeois society.

* According to the Greek: philosopher Epicurus (c. 341-c. 270 B.c.), the
gods existed only in the intermundia, or spaces between different worlds, and
had no influence on the course of human affairs. Very few of the writings of
Epicurus have been preserved in the original Greek, and this particular idea
survived only by being included in Cicero, De natura deorum, Book I, Section
18.
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~But they are founded either on the immaturity of man as an in-
“dividual, when he has not yet torn himself loose from the umbilical
-‘cord of his natural species-connection with other men, or on direct
- = relations of dominance and servitude. They are conditioned by a
low stage of development of the productive powers of labour and
~..correspondingly limited relations between men within the process
of creating and reproducing their material life, hence also limited
relations between man and nature. These real limitations are re-
flected in the ancient worship of nature, and in other elements of
tribal religions. The religious reflections of the real world can, in
anycase,vanishonly when the practical relations of everyday life
‘between man and man, and man and nature, generally present
“ themselves to him in a transparent and rational form. The veil is
‘not removed from the countenance of the social life-process, i.e.
the process of material production, until it becomes production by
freely associated men, and stands under their conscious and plan-
- ned control. This, however, requires that society possess a material
foundation, or a series of material conditions of existence, which
in their turn are the natural and spontaneous product of a long and
: tormented historical development.
« Political economy has indeed analysed value and its magnitude,
)hqwever incompletely,33 and has uncovered the content concealed

33. The insufficiency of Ricardo’s analysis of the magnitude of value — and
his analysis is by far the best — willappear from the third and fourth books of
this work.* As regards value in general, classical political economy in fact
‘fowhere distinguishes explicitly and with a clear awareness between labour as
/it appears in the value of a product, and the same labour as it appears in the
) ,product s use-value. Of course the distinction is made in practice,since labour
’-is.treated sometimes from its quantitative aspect, and at other times. qualita-
‘ tively. But it does-not occur to the economists that a purely quantitative dis-
“tinction between the kinds of labour presupposes their qualitative unity .or-
<-€quality, and therefore their reduction to abstract human labour. For instance;
Ricardo declares that he agrees with Destutt de Tracy when the latter says:
“As it is certain that our physical and moral faculties are alone our original
. riches, the employment of those faculties, labour of some kind, is our origmal,
“treasure, and it is always from this employment that ail those. things are/'
créated which we call riches .. . It is certain too, that all those things only:

. represent the labour which has created them, and if they have a value, or evéi:
" two distinct values, they can only derive them from that’ (the value) ‘of the
- labour from which they emanate’ (Ricardo, The Principles of Political Eco-
h0my, 3rd edn, London, 1821, p. 334).f We would here only point out that

. *These are the books that appeared, respectively, as Vo]ume 3 of Capztal
‘.. and Theories o f Surplus-Value (3 volumes).

* tDestutt de Tracy, Elémens d'idéologie, Parts 4 and 5, Paris, 1826, pp. 35-6.
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within these forms. But it has never once asked the question why
this content has assumed that particular form, that is to say, why
labour is expressed in value, and ‘why the measurement of labour
by its duration is expressed in _the. e magnitude of the value of the
product. 34 These formulas, which bear the unmistakable stan stamp of

Ricardo imposes his own more profound interpretation on the words of
Destutt. Admittedly Destutt does say that all things which constitute wealth
‘represent the labour which has created them’, but, on the other hand, he also
says that they acquire their ‘two different values’ (use-value and exchange-
value) from ‘the value of labour’. He thus falls into the commonplace error of
the vulgar economists, who assume the value of one commodity (here labour)
in order in turn to use it to determine the values of other commodities. But
Ricardo reads him as if he had said that labour (not the value of labour) is
represented both in use-value and in exchange-value. Nevertheless, Ricardo
himself makes so little of the dual character of the labour represented in this
twofold way.that he is forced to spend the whole of his chapter ‘Value and
Riches, their Distinctive Properties’ on a laborious examination of the triviali-
ties of a J. B. Say. And at the end he is therefore quite astonished to find that
while Destutt agrees with him that labour is the source of value, he nevertheless
also agrees with Say about the concept of value.*

34. It is one of the chief failings of classical political economy that it has
never succeeded, by means of its analysis of commodities, and in particular of
their value, in discovering the form of value which in fact turns value into
exchange-value. Even its best representatives, Adam Smith and Ricardo, treat
the form of value as something of indifference, something external to the
nature o the commodity itself. The explanation for this is not simply that their
attention is entirely absorbed by the analysis of the magnitude of value. It lies
deeper. The value-form of the product of labour is the most abstract, but also
the most universal form of the bourgeois mode of production; by that fact it
stamps the bourgeois mode of production as a particular kind of social pro-
duction of a historical and transitory character. If then we make the mistake of
treating it as the eternal natural form of social production, we necessarily over-
look the specificity of the value-form, and consequently of the cominodity-
form. together. with its further developments, the money form, the capital
form, etc. We therefore find that economists who are entirely agreed that
Jabour-time is the measure of the magnitude of value, have the strangest and
most contradictory ideas about money, that is, about the universal equivalent
in its finished form. This emerges sharply when they deal with banking, where
the commonplace definitions of money will no longer hold water. Hence there
has arisen in opposition to the classical economists a restored Mercantilist
System (Ganilh etc.), which sees in value only the social form, or rather its in-
substantial semblance. Let me point out once and for all that by classical
political economy I mean all the economists who, since the time of W. Petty,
have investigated the real internal framework [Zusammenhang] of bourgeois

*‘T am sorry to be obliged to add that M. de Tracy supports by his author-
ity, the definitions which M. Say has given of the words *“value”, “riches”,
and “utility” ’ (Ricardo, op. cit., p. 334).
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‘belonging to a social f ormation in which the process of production
‘has mastery over man, instead of the opposite, appear té the
'pohtlcal economists’ bourgeois consciousness to be as much a
‘self-evident and nature-imposed necessity as productive labour
‘itself.. Hence the pre-bourgeois forms of the social organization of
production are treated by political economy in much the same
way asthe Fathers of the Churchtreated pre-Christian religions.??

relations of production, as opposed to the vulgar economists who only floun-
der around within the apparent framework of those relations, ceaselessly
ruminate on the materials long since provided by scientific political economy,
and seek there plausible explanations of the crudest phenomena for the
domestic purposes of the bourgeoisie. Apart from this, the vulgar economists
‘confine themselves to systematizing in a pedantic way, and proclaiming for
everlasting truths, the banal and complacent notions held by the bourgeois
agents of production about their own world, which is to them the best possible
one.
.. 35. “The economists have a singular way of proceeding. For them, there are
nly two kinds of institutions, artificial and natural. The institutions offeud al-
ism are artificial institutions, those of the bourgeoisie are natural institutions.
In this they resemble the theologians, who likewise establish two kinds of re-
digion. Every religion which is not heirs is an invention of men, while their
.own is an emanation of God . .. Thus there has been history, but there is no
’:lc)nger any’ (Karl Marx, Misére de la philosophie. Réponse a la philosophie de
la misére de M. Proudhon, 1847, p. 113).* Truly comical is M. Bastiat, who
imagines that the ancient Greeks and Romans lived by plunder alone. For if
‘people live by plunder for centuries there must, after all, always be something
‘there to plunder; in other words, the objects of plunder must be continually
reproduced. It seems, therefore, that even the Greeks and the Romans had a
‘process of production, hence an economy, which constituted the material basis
‘of their world as much as the bourgeois economy constitutes that of the pre-
sent-day world. Or pe‘rhaps Bastiat means that a mode of production based on
‘the labour of slaves is based on a system of plunder? In that case he is on
'Ada.ugerous ground. If a giant thinker like Aristotle could err in his evaluation
‘of slave-labour, why should a dwarf economist like Bastiat be right in_his
‘¢valuation of wage-labour? I seize this opportunity of briefly refuting an ob-
ction made by a German~American publication to my work Zur Kritik der
‘Politischen Okonomie, 1859. My view is that each particular mode of produc-
rtlon, and the relations of production correspoudmg to it at each given moment,
in short “the economic structure of society’, is ‘the real foundation, on which-
.arises a legal and pohtlcal superstructure and to which correspond deﬁmte_
forms of social consciousness’, and that ‘the mode of production of materjal
Tife’ conditions the general process of social, political and intellectual ll.fe T

‘i+*English translation: Karl Marx The Poverty of Philosophy, London, 1966,
. 105,

=i, 1 These passages are taken from the Preface to A4 Contribution to the
;Crmque of Political Economy, written in January 1859 (English translation,
'jpp 20-21).
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The degree to which some economists are misled by the fetish-
ism attached to the world of commodities, or by the objective
appearance of the social characteristics of labour, is shown, among
other things, by the dull and tedious dispute over the part played
by nature in the formation of exchange-value. Since exchange-
value is a definite social manner of expressing the labour Testowed
ona thmg, it can have no more natural content than has, for ex-
ample ‘the rate’of excbange.

As the commodity-form is the most general and the most un-
developed form of bourgeois production, it makes its appearance
at an early date; though not in the same predominant and there-
fore characteristic manner as nowadays. Hence its fetish character
is still relatively easy to penetrate. But when we come to more
concrete forms, even thisappearance of simplicity vanishes. Where
did the illusions of the Monetary System come from? The adherents
of the Monetary System did not see gold and silver as representing
money as a social relation of production, but in the form of
natural objects with peculiar social properties. And what of modern
political economy, which looks down so disdainfully on the Mone-
tary System? Does not its fetishism become quite palpable when
it deals with capital? How long is it since the disappearance of the
Physiocratic illusion that ground rent grows out of the soil, not
out of society?

But, to avoid anticipating, we will content ourselves here with
one more example relating to the commodity-form itself. If com-
rnodltles could- speak they would say this: our ‘use-value may

In the opinion Qf the German—-American publication this is all very true for
our own times, n which material interests are preponderant, but not for the
Middle  Ages, dominated by Catholicism, nor for Athens and .Rome, domi-
nated by politics. In the first place, it strikes us as odd that anyone should sup-
pose that these well-worn phrasesabout the Middle Agesand the ancient world
were unknown to anyone else. One thing is clear: the Middle Ages could not
live on Catholicism, nor could the ancient world on politics. On the contrary,
it is the manner in which they gained their livelihood which explains why in one
case politics, in the other case Catholicism, played the chief part. For the rest,
one needs no more than a slight acquaintance with, forexample, the history of
the Roman Republic, to be aware that its secret history is the history of
landed property. And then there is Don Quixote, who long ago paid the penalty
for wrongly imagining that kmght errantry was compatlble withall economic
forms of society.
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;¢ourse as commodities proves it. We relate to each other merely as
exchange-values. Now listen how those commoditiesspeakthrough
:the mouth of the economist:
=" “Value (i.e. exchange-value) is a property of things, riches (i.e.
use-value) of man. Value, in this sense, necessarily implies ex-
_.changes, riches do not.”3¢
‘Riches (use-value) are the attribute of man, value is the attri-
_bute of commodities. A man or a community is rich, a pearl or a
_diamond is valuable. . . A pearl or a diamond is valuable as a pearl
ordiamond.’3?
So far no chemist has ever discovered exchange-value eitherina
pearl or a diamond. The economists who have discovered this
chemical substance, and who lay special claim to critical acumen,
‘nevertheless find that the use-value of material objects belongs to
them independently of their material properties, while their value,
oon the other hand, formsa part of them as objects. What confirms
‘them in this view is the peculiar circumstance that the use-value of -
a thing is realized without exchange, i.e. in the direct relation
between the thing and man, while, inversely, its value is realized
only in exchange, i.e. in a social process. Who would not call to
‘mind at this point the advice given by the good Dogberry to the
night-watchman Seacoal 7*
““To be a well-favoured man is the gift of fortune; but reading
and writing comes by nature.’8

. 36. Observations on Some Verbal Disputes in Pol. Econ., Particularly Re-
lating to Value, and to Supply and Demand, London, 1821, p. 16.
37. S. Bailey, op. cit., p. 165.

. 38. Both the author of Observations etc., and S. Bailey accuse Ricardo of
--converting exchange-value from something relative into something absolute.
‘The reverse is true. He has reduced the apparent relativity which these things
(diamonds, pearls, etc.) possess to the true relation hidden behind the appear-
‘ ‘ance, namely their relativity as mere expressions of human labour. If the

followers of Ricardo answer Bailey somewhat rudely, but by no means con-

'vincingly, this is because they are unable to find in Ricardo’s own works any
elucidation of the inner connection between value and the form of value;.0r
~exchange-value ey

“aIn Shakespeare’s comedy Much Ado About Nothing, Act 3,Scene 3,



Chapter 2: The Process of Exchange

Commodities cannot themselves go to market and perform ex-
changes in their own right. We must, therefore, have recourse to
their guardians, who are the possessors of commodities. Commod-
itiesare things, and therefore lack the power to resist man. If they
are unwilling, he can use force; in other words, he can take pos-
session of them.! In orderthatthese objects may enterintorelation
with each other as commodities, their guardians must place them-
selves in relation to one another as persons whose will resides in
those objects, and must behave in such a way that each does not
appropriate the commodity of the other, and alienate his own,
exceptthroughan act to which both parties consent. The guardians
must therefore recognize each other as owners of private property.
This juridical relation, whose form is the contract, whether as part
of a developed legal system or not, is a relation between two wills
which mirrors the economic relation. The content of this juridical
relation (or relation of two wills) is itself determined by the
economic relation.? Here the persons exist for one another merely

1. In the twelfth century, so renowned for its piety, very delicate things
often appear among these commodities. Thus a French poet of the period
enumerates among the commodities to be found in the fair of Lendit, along-
side clothing, shoes, leather, implements of cultivation, skins, etc., also
‘femmes folles deleur corps’.*

2. Proudhon creates his ideal of justice, of ‘justice éternelle’, from the
juridical relations that correspond to- the production of commodities: he
thereby proves, to the consolation of all good petty bourgeois, that the pro-
duction of commodities is a form as eternal as justice. Then he turns round
and seeks to reform the actual production of commodities, and the corres-
ponding legal system, in accordance with this ideal. What would one think of a
chemist who, instead of studying the actual laws governing molecular in-
teractions, and on that basis solving definite problems, claimed to regulate

**‘Wanton women’. This passage comes from the Dit du Lendit, a satirical
poem by the medieval French poet Guillot de Paris.
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as representatives and hence owners, of commodities. As we pro-
ceed to develop our investigation, we shall find, in general, that
the characters who appear on the economic stage are merely per-
sonifications of economic relations; it is as the bearers* of these
economic relations that they come into contact with each other.

What chiefly distinguishes a commodity from its owner is the
fact that every other commodity counts for it only as the form of
appearance of its own value. A born leveller and cynic, it is
always ready to exchange not only soul, but body, with each and
every other commodity, be it more repulsive than Maritornes
perself.T The owner makes up for this lack in the commodity of a
sense of the concrete, physical body of the other commodity, by
his own five and more senses. For the owner, his commodity pos-
sesses no direct use-value. Otherwise, he would not bring it to
market. It has use-value for others; but for himself its only direct
use-value is as a bearer of exchange-value, and consequently, a
means of exchange.® He therefore makes up his mind to sell it in-
return for commodities whose use-value is of service to him. All
commodities are non-use-values for their owners, and use-values
for their non-owners. Consequently, they must all change hands.
But this changing of hands constitutes their exchange, and their
exchange puts them in relation with each' other as values and
realizes them as values. Hence commodities must be realized as
valuesbefore they can be realized as use-values.

On the other hand, they must stand the test as use-values before
they can be realized as values. For the labour expended on them
only counts in so far as it is expended in a form which is useful

those interactions by means of the ‘eternal ideas’ of ‘naturalité’ and ‘affinité*?
Do we really know any more about ‘usury’, when we say it contradicts
‘justice éternelle’, ‘équité éternelle’, ‘mutualité éternelle’, and other ‘vérités
éternelles’ than the fathers of the church did when they said it was incom-
patible with ‘grdce éternelle’, ‘foi éternelle’, and ‘la volunté éternelle de Dieu’?
3, “For twofold is the use of every object ... The one is peculiar to the
object as such, the other is not, as a sandal whnch may beworn and is also €x-
changeable. Both are uses of the sandal, for even he who exchanges the sandal
- for the money or fi oodfie is in need of, makes use of the sandal as a saridal. But
pot in its natural way. For it has not been made for the sake of being | (5
changed’ (Aristotle, Republic, 1, i, c. 9).

*The concept of an object (or person) as the receptacle, repository, bearer
[Trager] of some thing or tendency quite different from it appears repeatedly
in Capital, and I have tried to translate it uniformly as ‘bearer’.

{Maritornes: a character from Cervantes’ novel Don Quixote.
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for others. However, only the act of exchange can prove whether
that labour is useful for others; and its product consequently
capable of satisfying the needs of others.

The owner of a commodity is prepared to part with it only in
return for other commodities whose use-value satisfies his own
need. So far, exchange is merely an individual process for him. On
the other hand, he desires'to realize his commodity, as a value, in
any other suitable commodity of the same value. It does not matter
to him whether his own commodity has any use-value for the
owner of the other commodity or not. From this point of view,
exchange is for hima general social process. But the same process
cannot be simultaneously for all owners of commodities both ex-
clusively individual and exclusively social and general.

Let us look at themattera little more closely. To the owner of a
commodity, every other commodity counts as the particular
equivalent of his own commodity. Hence his own commodity is
the universal equivalent for all the others. But since this applies to
every owner, there is in fact no commodity acting as universal
equivalent, and the commodities possess no general relative form
of value under which they can be equated as values and have the
magnitude of their values compared. Therefore they definitely do
not confront each other as commodities, but as products or
use-valuesonly.

In their difficulties our commodity-owners think like Faust: ‘In
the beginning was the deed.”* They have therefore already acted
before thinking. The natural laws of the commodity have mani-
fested themselves in the natural instinct of the owners of com-
modities. They can only bring their commodities into relation as
values, and therefore as commodities, by bringing them into an
opposing relation with some one other commodity, which serves
as the universal equivalent. We havealready reached that result by
our analysis of the commodity. But only the action of society can
turn a particular commodity into the universal equivalent. The
social action of all other commodities, therefore, sets apart the
particular commodity in which they all represent their values. The
natural form of this commodity thereby becomes the socially
recognized equivalent form. Through the agency of the .social
process it becomes the specific social function of the commodity

*“Im Anfang war die Tat’ (Goethe, Faust, Part I, Scene 3, Faust’s Study,
line 1237).
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which has been set apartto be the universal equivalent. It thus
becomes — money.
¢ Illi unum consilium habent et virtutem et potestatem suam bestiae
tradunt . . . Et ne quis possit emere aut vendere, nisi qui habet
characterem aut nomen bestiae, aut numerum nominis eius’ (Apo-
calypse).* '
~" Money necessarily crystallizes out of the process of exchange, in
which different products of labour-are in fact equated with each
other, and thus converted into commodities. The historical
broadening and deepening of the phenomenon of exchange de-
velops the opposition between use-value and value which is latent
‘in the nature of the commodity. The need to give an external ex-
pression to this opposition for the purposes of commercial inter-
“course produces the drive towards an independent form of value,
.which finds neither rest nor peace until an independent form has
been achieved by the differentiation of commodities into com-
Vmodities and money. At the same rate, then, as the transformation
“of the products of labour into commodities is accomplished, one
“particular commodity is transformed into money.*
;- The direct exchange of products has the form of the simple
expression of value in one respect, but not as yet in another. That
form was x commodity A = y commodity B. The form of the
~direct exchange of products is x use-value A = y use-value B.> The
‘articles A and B in this case are not as yet commodities, but be-
_come so only through the act of exchange. The first way in which

. 4. From this we may form an estimate of the craftiness of petty-bourgeois
,soc1ahsm, which wants to perpetuate the production of commodities while
'f_sunu]taneous]y abolishing the ‘antagonism between money and commodities’,
“i.e. abolishing money itself, since money only exists in and through this
antagonism.* One might just as well abolish the Pope while leaving Catholi-
iicism in existence. For more on this point see my work Zur Kritik der Politischen
: Okonomze p. 61 ff. [English translation, pp. 83-6].

"'5.S0 long as a chaotic mass of articles is offered as the equivalent for'a

*single article (as is often the case among savages), instead of two distinct ob-

“jects of utility being exchanged, we are only at the threshold of even the du'ect
exchange of products. '
. *This is directed at the proposal of John Gray, in The Social System (1831)
for the introduction of labour-money, later taken up by Proudhon.

“*‘These have one mind, and shall give their power and strength unto the
-beast’ (Revelation 17: 13). ‘And that no man might buy or sell, save that he
:had the mark, or the name of the beast, or the number of his name’ (Revela-
.tion13: 17).
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an object of utility attains the possibility of becoming an exchange-
value is to exist as a non-use-value, as a quantum of use-value
superfluous to the immediate needs of its owner. Things are in
themselves external to man, and therefore alienable. In order that
this alienation [Verdusserung) may be reciprocal, it is only neces-
sary for men to agree tacitly to treat each other as the private
owners of those alienable things, and, precisely for that reason, as
persons who are independent of each other. But this relationship
of reciprocal isolation and foreignness does not exist for the mem-
bers of a primitive community of natural origin, whether it takes
the form of a patriarchal family, an ancient Indian commune or
an Inca state. The exchange of commodities begins where com-
munities have their boundaries, at their points of contact with
other communities, or with members of the latter. However, as
soon as products have become commodities in the external re-
lations of a community, they also, by reaction, become com-
modities in the internal life of the community. Their quantitative
exchange-relation is at first determined purely by chance. They
become exchangeable through the mutual desire of their owners
to alienate them. In the meantime, the need for others’ objects of
utility gradually establishes itself. The constant repetition of ex-
change makes it a normal social process. In the course of time,
therefore, at least some part of the products must be produced
intentionally for the purpose of exchange. From that moment the
distinction between the usefulness of things for direct consumption
and their usefulness in exchange becomes firmly established. Their
use-value becomes distinguished from their exchange-value. On
the other hand, the quantitative proportion in which the things are
exchangeable becomes dependent on their production itself.
Custom fixes their values at definite magnitudes.

In thHe direct exchange of products, each commodity is a direct
means of exchange to its owner, and an equivalent to those who do
not possess it, although only in so far as it has use-value for them.

-At this stage, therefore, the articles exchanged do not acquire a

value-form independent of their own use-value, or of the in-
dividual needs of the exchangers The need for this form first
develops with the increase in the number and variety of the com-
modities entering into the process of exchange. The problem and
the means for its solution arise simultaneously. Commercial inter-
course, in which the owners of commodities exchange and com-
pare their own articles with various other articles, never takes
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place unless different kirids of commodities belonging to different
owners are exchanged for, and equated as values with, one single
further kind of commodity. This further commodity, by becoming
the equivalent of various other commodities, directly acquires the
form of a universal or social equivalent, if only within narrow
limits. The universal equivalent form comes and goes with the
momentary social contacts which call it into existence. It is transi-
ently attached to this or that commodity in alternation. But with
the development of exchange it fixes itself firmly and exclusively
onto particular kinds of commodity, i.e. it crystallizes out into the
money-form. The particular kind of commodity to which it sticks
is at first a matter of accident. Nevertheless there are two circum-
stances which are by and large decisive. The money-form comes
to be attached either to the most important articles of exchange
from outside, which are in fact the primitive and spontaneous
forms of manifestation of the exchange-value of local products,
or-to the object of utility which forms the chief element of . in-
digenous alienable wealth, for example cattle. Nomadic peoples
are the first to develop the money-form, because all their worldly
possessions are in a movable and therefore directly alienable
form, and because their mode of life, by continually bringing them
into contact with foreign communities, encourages the exchange of
products. Men have often made man himself into the primitive
material of money, in the shape of the slave, but they have never
done this with the land and soil. Such an idea could only arise in
a bourgeois society, and one which was already well developed. It
dates from the last third of the seventeenth century, and the first
attempt to implement the idea on a national scale was made a
century later, during the French bourgeois revolution. *

In the same proportion as exchange bursts its local bonds, and
the value of commodities accordingly expands more and more into
the material embodiment of human labour as such, in-that pro-
portion does the money-form become transferred to commodities " -
which are by nature fitted to perform the social function of a uni-
versal equivalent. Those commodities are the precious metals. ,

The truth of the statement that ‘although gold and silver are
not by nature money, money is by nature gold and silver’,%

6. Karl Marx, op. cit., p. 135 [English translation, D. 155]. ‘The metals . .
are by their nature money’ (Galiani, Della Moneta, in Custodi’s collect10n
Parte moderna, Vol. 3, p. 137).

*Theissue of the assignats in 1789, backed by confiscated Church lands.
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shown by the appropriateness of their natural properties for the
functions of money.” So far, however, we are acquainted with only
one function of money, namely to serve as the form of appearance
of the value of commodities, that is as the material in which the
magnitudes of their values are socially expressed. Only a material
whose every sample possesses the same uniform quality can be an
adequate form of appearance of value, that is a material embodi-
ment of abstract and therefore equal human labour. On the other
hand, since the difference between the magnitudes of value is purely
quantitative, the money commodity must be capable of purely
quantitative differentiation, it must therefore be divisible at will,
and it must also be possible to assemble it again from its com-
ponent parts. Gold and silver possess these properties by nature.

The money commodity acquires a dual use-value. Alongside its
‘special use-value as a commodity (gold, for instance, serves to fill
hollow teeth, it forms the raw material for luxury articles, etc) it
acquires a formal use-value, arising out of its specific social func-
tion.

Since all other commodities are merely particular equivalents
for money, the latter being their universal equivalent, they relate
to money as particular commodities relate to the universal com-
modity.8

We have seen that the money-form is merely the reflection
thrown upon a single commodity by the relations between_all
other commodities. That money is a commodity?® is therefore only
a discovery for those who proceed from its finished shape in order
to analyse it afterwards. The process of exchange gives to the com-

7. For further details on this subject see the chapter on ‘The Precious
Metals’ in my work cited above [English translation, pp. 153-7].

8. ‘Money is the universal commodity ’ (Verri, op. cit., p. 16).

9. ‘Silver and gold themselves, which we may call by the general name of
Bullion, are ... commodities . . . rising and falling in . . . value . .. Bullion
then may bereckoned to be of higher value, where the smaller weight will pur-
chase the greater quantity of the product or manufacture of the country etc.’
(S. Clement, A Discourse of the General Notions of Money, Trade, and Ex-
change, as They Stand in Relations to Each Other. By a Merchant, London,
1695, p. 7). ‘Silver and gold, coined or uncoined, tho’ they are used for a
measure of all other things, are no less a commodity than wine, oyl, tobacco,
cloth or stuffs’ (J. Child, 4 Discourse Concerning Trade, and That in Particular
ofthe East-Indies etc., London, 1689, p. 2). ‘ The stock and riches of the king-
dom cannot properly be confined to money, nor ought gold and silver to be
excluded from being merchandize’ (T. Papillon, The East India Trade a Most
Profitable Trade, London, 1677, p. 4).
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modity which it has converted into money not its value but its
specific value-form. Confusion between these two attributes
has misled some writers into maintaining that the value of gold
and silver is imaginary.'® The fact that money can, in certain func-
tions, be replaced by mere symbols of itself, gave rise to another
_mistaken notion, that it is itself a mere symbol. Nevertheless, this
error did contain the suspicion that the money-form of the thing is
external to the thing itself, being simply the form of appearance of
human relations hidden behind it. In this sense every commodity
is a symbol, since, as value, it is only the material shell of the
human labour expended on it.!* Butif it is declared that the social
characteristics assumed by material objects, or the material charac-

10. ‘Gold and silver have value as metals before they are money’ (Galiani,
op. cit.,, p. 72). Locke says, ‘The universal consent of mankind gave to silver,
.on account of its qualities which made it suitable for money, an imaginary
value’ (John Locke, Some Considerations etc., 1691, in Works, ed. 1777, Vol.
2, p. 15). Law, on the other hand, says ‘How could different nations give an
imaginary value to any single thing ... or how could this imaginary value
have maintained itself 7’ But he himself understood very little of the matter,
for.example ‘Silver was exchanged in proportion to the use-value it possessed,
consequently in proportion to its real value. By its adoption as money it re-
ceived an additional value (une valeur additionnelle)’ (Jean Law, Considérations
sur le numéraire et le commerce, in E. Daire’s edition of Economistes financiers
) _du XVIII siécle, pp. 469-70).

11. *Money is their (the commodities’) symbol’ (V. de Forbonnais, Elémens
du commerce, new edn, Leyden, 1776, Vol. 2, p. 143). ‘As a symbol it is at-
tracted by the commodities’ (ibid. p. 155). ‘Money is a symbol.of a thing and
represents it’ (Montesquieu, Esprit des lois, (Euvres, London, 1767, Vol. 2,
p. 3). * Moneyis'notamere symbol, for it is itself wealth; it does not represent
the values, it is their equivalent’ (Le Trosne, op. cit., p. 910). ‘If we consider
the concept of value, we must look on the thing itself only as a symbol; it
counts not as itself, but as what it is worth” (Hegel, op. cit., p. 100).* Long
before the economists, lawyers made fashionable the idea that money is a mere
symbol, and that the value of the precious metals is purely imaginary. This
they did in the sycophantic service of the royal power, supporting the right of
the latter to debase the coinage, during the whole of the Middle Ages, by the
traditions of the Roman Empire and the conceptions of money to be found:if
the Digest. ‘Let no one call into question,” says their apt pupil, Ph1]1p F
Valois, in a decree of 1346, ‘that the trade, the composition, the supply, and -
the power of issuing ordinances on the currency . . . belongs exclusively to-us
and to our royal majesty, to fix such a rate and at such a price as it shall please
usand seem good to us.’ It was amaxim of Roman Law that the value of money
was fixed by Imperial decree. It was expressly forbidden to treat money as a
commodity. ¢ Pecunias vero nulli emere fas erit, namin usu publico constitutas

*This is a reference to the Philosophy of Right, para. 63, Additionv(Engllish
translation, p. 240).
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teristics assumed by the social determinations of labour on the
basis of a definite mode of production, are mere symbols, then it is
also declared, at the same time, that these characteristics are the
arbitrary product of human reflection. This was the kind of ex-
planation favoured by the eighteenth century: in this way the
Enlightenment endeavoured, at least temporarily, to remove the
appearance of strangenessfrom the mysterious shapes assumed by
human relations whose origins they were unable to decipher.

It has already been remarked above that the equivalent form of
a commodity does not imply that the magnitude of its value can
be determined. Therefore, even if we know that gold is money, and
consequently directly exchangeable with all other commodities,
this still does not tell us how much 101b. of gold is worth, for in-
stance. Money, like every other commodity, cannot express the
magnitude of its value except relatively in other commodities. This
value is determined by the labour-time required for its production,
and is expressed in the quantity of any other commodity in which
the same amount of labour-time is congealed.!? This establishing
of its relative value occurs at the source of its production by means
of barter. As soon as it enters into circulation as money, its value is
already given. In the last decades of the seventeenth century the first
step in the analysis of money, the discovery that money is a com-
modity, had already been taken; but this was merely the first step,
and nothing more. The difficulty lies not in comprehending that
money is a commodity, but in discovering how, why and by what
means a commodity becomes money.13

oportet non esse mercem.”* Thereisa good discussion of this by G. F. Pagnini,
in Saggio sopra il giusto pregio delle cose, 1751, printed in Custodi’s collection,
Parte moderna, Vol. 2. In the second part of his work Pagnini directs his
polemic especially against the legal gentlemen.

12. “If a man can bring t6 London an ounce of silver out of the Earth of
Peru, in the same time that he can produce a bushel of corn, then the one is the
natural price of the other: now, if by reason of new or more easie mines a
man can procure two ounces of silver as easily as he formerly did one, the
corn will be as cheap at ten shillings the bushel as it was before at five shillings,
caeteris paribus’ (William Petty, A Treatise of Taxes and Contributions,
London, 1667, p. 32).

13. The learned Professor Roscher, after first informing us that ‘the false
definitions of money may be divided into two main groups: those which make

*“However, it shall not be lawful for anyone to buy money, for, as it was
created for public use, it is not permissible for it to be a commodity’ (Codex
Theodosianus, lib. 9, tit, 23).
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We have already seen, from the simplest expression of value, x
commodity A = y commodity B, that the thing in which the
magnitude of the value of another thing is represented appearsto
- have the equivalent form independently of this relation, as a social
property inherent in its nature. We followed the process by which
__this false semblance became firmlyestablished, a process which.was

completed when the universal equivalent form became identified
with the natural form of a particular commodity, and thus crystal-
lized into the money-form. What appears to happen is not that a
particular commodity becomes money because all other com-
modities express their values in it, but, on the contrary, that all
other commodities universally express their values in a particular
commodity because it is money. The movement. through which
this process has been mediated vanishes in its own result, leaving
no trace behind. Without any initiative on their part, the com-
modities find their own value-configuration ready to hand, in the
_form ‘of a physical commodity existing outside but also alongside
them. This physical object, gold or silver in its crude state,
" becomes, immediately on its emergence from the bowels of the
«-earth, the direct incarnation of all human labour. Hence the magic
'of money. Men are henceforth related to each other in their social
- process of production in a purely atomistic way. Their own
‘felations of production therefore assume a material shape which
is, independent of their control and their conscious individual
~action. This situation is manifested first by the fact that the pro-
ducts of men’s labour universally take on the form of commodities.
The riddle of the money fetish is therefore the riddle of the com-
niodity fetish, now become visible and dazzling to our eyes. ’

’

1t more, and those which make it less, than a commodity’, gives us a motley
_catalogue of works on the nature of money, which does not provide even the

. glimmer of an insight into the real history of the theory. He then draws _this
- “meral: ‘For the rest, it is not to be denied that most of the later econormsts do~

i not bear sufficiently in mind the peculiarities that distinguish- money from
- other commodities® (it is then, after-all, either more or less than a com-

o ‘modity!) . . . ‘So far, the semi-mercantilist reaction of Ganilh is not altogether

‘without f oundatlon (Wilhelm Roscher, Die Grundlagen der Natwnalokonomre,
'3rd edn, 1858, pp. 207-10). More! Less! Not sufficiently! So far! Not alto-
gethcr' What a way of determining one’s concepts! And this eclectic profes-
sorial twaddle is modestly baptized by Herr Roscher *the anatomico-physio-
logical method” of political economy' However, he does deserve creditfor one

discovery, namely, that money is ‘a4 pleasant commodity .



Chapter 3: Money, or the Circulation of
Commodities

1

I. THE- MEASURE OF VALUES

Throughout this work I assume that gold is the money conimodity,
forthe sake of simplicity. '

The first main function of gold is to supply commodities with the
material for the expression of their values, or to represent their
values as magnitudes of the same denomination, qualitatively
equal and quantitatively comparable. It thus acts as a universal
measure of value, and only through performing this function does
gold, the specificequivalent commodity, become money.

It is not money that renders the commodities commensurable.
Quite the contrary. Because all commodities, as values, are objecti-
fied human labour, and therefore in themselves commensurable,
their values can be communally measured in one and the same
specific commodity, and this commodity can be converted into the
common measure of their values, that is into money. Money as a
measure of value is the necessary form of appearance of the
measure of value which is immanent in commodities, namely
labour-time.*

1. The question why money does not itself directly represent labour-time, so
that a piece of paper may represent, for instance, x hours’ labour, comes down
simply to the question why, on the basis of commodity production, the pro-
ducts of labour must take the form of commodities. This is obvious, because
their- taking the form of commodities implies their differentiation into com-
modities [on the one hand] and the money commodity [on the other]. It is also
asked why private labour cannot be treated as its opposite, directly social
labour. I have elsewhere discussed exhaustively the shallow utopianism of the
idea of ‘labour-money’ in a society founded on the production of com-
modities (op. cit., p. 61 ff.).* Op this point I will only say further that Owen’s
‘labour money ’, for instance, is no more ‘money’ than a theatre ticket is. Owen
presupposes directly socialized labour, a form of production diametrically
opposed to the production of commodities. The certificate of labour is merely

* English translation, pp. 83 ff.
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The expression of the value of a commodity in gold - x com-
modity A = y money commodity — is its money-form or price.
A single equation, such as 1 ton of iron = 2 ounces of gold, now
suffices to express the value of the iron in a socially valid manner.
There is no longer any need for this equation to figure as a link in
. the chain of equations that express the values of all other com-
modities, because the equivalent commodity, gold, already pos-
sesses the character of money. The general relative form of value
of commodities has therefore resumed its original shape of simple
or individual relative value. On the other hand, the expanded
relative expression of value, the endless series of equations, has
now become the specific relative form of value of the money
commodity. However, the endless series itself is now a socially
given factin the shape of the prices of the commodities. We have
only to read the quotations of a price-list backwards, to find the
magnitude of the value of money expressed in all sorts of com-
modities. As against this, money has no price. In order to form a
part of this uniform relative form of value of the other commodi-
ties, it would have to be brought into relation with itself as its own
equ1valent

The price or money-form of commodities is, like their form of
value generally, quite distinct from their palpable and real bodily
--form; it is therefore a purely ideal or notional form. Although
invisible, the value of iron, linen and corn exists in these very
articles: it is signified through their equality with gold, even though
this relation with gold exists only in their heads, so to speak. The
guardian of the commodities must therefore lend them his tongue,
or hang a ticket on them, in order to communicate their prices to
the outside world.? Since the expression of the value of commodi-

evidence of the part taken by the individual in the common labour, and of his-
claim to a certain portion of the common product which has been set aside for :
consumption. But Owen never made the mistake of presupposing the’ p
duction of commodities, while, at the same time, by juggling with mon
trying to circumvent the necessary conditions of that form of production.”
2. Savages and semi-savages use the tongue dlfferently Captain Parry
of the inhabitants of the west coast of Baffin’s Bay: ‘In this case (the case of
barter) they licked it (the thing represented to them) twice to their tongues;
after which they seemed to consider the bargain satisfactorily concluded. * In
the same way, among the Eastern Eskimo, the exchanger licked each article on’

*W. E. Parry, Journal of a Voyage for the Discovery of a North- West
Passage, London, 1821, p. 227.
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ties in gold is a purely ideal act,* we may use purely imaginary or
ideal gold to perform this operation. Every owner of commodities
knows that he is nowhere near turning them into gold when he
has given their value the form of a price or of imaginary gold, and
that it does not require the tiniest particle of real gold to give a
valuation in gold of millions of pounds’ worth of commodities. In
its function as measure of value, money therefore serves only in an
imaginary or ideal capacity. This circumstance has given rise to the
wildest theories.? But, although the money that performs the func-
tions of a measure of value is only imaginary, the price depends
entirely on the actual substance that is money. The.value, i.e. the-
quantity of human labour, which is contained in a ton of iron is
expressed by an imaginary quantity of the money commodity which
contains the same amount of labour as the iron. Therefore,
according to whether it is gold, silver or copper which is serving as
the measure of value, the value of the ton of iron will be expressed
by very different prices, or will be represented by very different
quantities of those metals. .

If therefore two different commodities, such as gold and silver,
serve simultaneously as measures of value, all commodities will
have two separate price-expressions, the price in gold and the
price in silver, which will quietly co-exist as long as the ratio of the
value of silver to that of gold remains unchanged, say at 15 to 1.
However, every alteration in this ratio disturbs the ratio between
the gold-prices and the silver-prices of commodities, and thus
provesin fact that a duplication of the measure of value contradicts
the function of that measure.

receiving it. If the tongue is thus used in the North as the organ of appro-
priation, it is no wonder that in the South the stomach serves as the organ of
accumulated property, and that a Kaffir estimates the wealth of a man by the
size of his belly. The Kaffirs know what they are doing, for at the same time as
the official British Health Report of 1864 was bemoaning the deficiency of fat-
forming substances among a large part of the working class, a certain Dr
Harvey (not, however, the man who discovered the circulation of the blood)
was doing well by advertising recipes for reducing the surplus fat of the bour-
geoisieand the aristocracy.
3. See Karl Marx, Zur Kritik etc., ‘Theories of the Standard of Money’,
pp. 53 ff. [English translation, pp. 76 ff.].
4. ‘Wherever silver and gold exist side by side as legal money, i.e. as measure
of value, the vain attempt has always been made to treat them as one and the

*In other words, it is an act which takes place entirely in the mind, and in-
volves no physical transaction.
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Commodltles with definite prices all appear in this form: a

' commodlty A = x gold; b commodity B = y gold; ¢ commodity
C:= z gold, etc., where a, b, c represent definite quantities of the

commodities A, B, C and x, y, z definite quantities of gold. The

values of these commodities are therefore changed into imaginary

guantities of gold of different magnitudes. Hence, in spite of the
confusing variety of the commodities themselves, their values
become magnitudes of the same denomination, gold-magnitudes.
-As such, they are now capable of being compared with each
other and measured, and the course of development produces the
need to compare them, for technical reasons, with some fixed
quantity of gold as their unit of measurement. This unit, by
subsequent division into aliquot parts, becomes itself the standard
of measurement. Before they become money, gold, silver .and
copper already possess such standards in their weights, so that,
for example, a pound, which serves as a unit of measurement, can
on the one hand be divided into ounces, and on the other hand be

same substance. If one assumes that a given labour-time must invariably be
" objectified in the same proportion in silver and gold, then one assumes, in fact,
that gold and silver are the same substance, and that silver, the less valuable
* ‘'metal, represents a constantfraction of gold. From the reign of Edward III to
* the time of George II, the history of money in England consists of one long
series of perturbations caused by the clash between the legally fixed ratio
between the values of gold and silver, and the fluctuations in their real values.
Atone time gold was too high, at another, silver. The metal that was estimated
below its value was withdrawn from circulation, melted down and exported.
The ratio between the two metals was then again altered by law, but the new
nominal ratio soon came into conflict, in its turn, with the real ratio. In our
- own times, the slight and transient fall in the value of gold compared with-
silver, which was a consequence of the Indian and Chinese demand for silver,
produced on a far more extended scale in France the same phenomena, export
- of silver, and its expulsion from circulation by gold. During the years 1855,
1856 and 1857, the excess in France of gold-imports over gold-exports
."amounted to £41,580,000, while the excess of silver-exports over silver-
imports came to £34,704,000. In fact, in countries in which both metals are
legally measures of value, and therefore both legal tender, so that everyonév
has the option of paying in either metal, the metal that rises in value is ata -
prermum and, like every other commodlty, measures its price in the over-
valued metal which alone serves in reality as the measure of value. All the
experience of history in this area can be reduced simply to this fact, that where
" two commodities perform by law the functions of a measure of value, in prdc-
tice only one maintains that position’ (Karl Marx, op. cit,, pp. 52-3) [English
- “edition, pp. 75-6].
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combined with others to make up hundredweights.’ It is owing to
this that, in all metallic currencies, the names given to the stand-
ards of money or of price were originally taken from the pre-
existing names of the standards of weight.

As measure of value, and as standard of price, money performs
two quite different functions. It is the measure of value as the
social incarnation of human labour; it is the standard of price as
a quantity of metal with a fixed weight. As the measure of value it
serves to convert the values of all the manifold commodities into
prices, into imaginary quantities of gold; as the standard of price
it measures those quantities of gold. The measure of values mea-
sures commodities considered as values; the standard of price
measures, on the contrary, quantities of gold by a unit quantity of
gold, not the value of one quantity of gold by the weight of another.
For the standard of price, a certain weight of gold must be fixed as
the unit of measurement. In this case, as in all cases where quanti-
ties of the same denomination are to be measured, the stability of
the measurement is of decisive importance. Hence the less the unit
of measurement (here a quantity of gold) is subject to variation,
the better the standard of price fulfils its office. But gold can serve
as a measure of value only because it is itself a product of labour,
and therefore potentially variable in value.®

It is, first of all, quite clear that a change in the value of gold in
no way impairs its function as a standard of price. No matter how
the value of gold varies, different quantities of gold always remain
in the same value-relation to each other. If the value of gold fell by
1,000 per cent, 12 ounces of gold would continue to have twelve
times the value of one ounce of gold, and when we are dealing with
prices we are only concerned with the relation between different
quantities of gold. Since, on the other hand, an ounce of gold
undergoes no change in weight when its value rises or falls, no

5. The peculiar circurnstance that while the ounce of gold serves in England
as the unit of the standard of money, it is not divided up into aliquot parts, has
been explained as follows: ‘Our coinage was originally adapted to the em-
ployment of silver only, hence an ounce of silver can always be divided into a
certain adequate number of pieces of coin; but as gold was introduced at a
later period into a coinage adapted only to silver, an ounce of gold cannot be
coined into an aliquot number of pieces’ (Maclaren, 4 Sketch of the History of
the Currency, London, 1858, p. 16).

6. With English writers the confusion over measure of value and standard of
price (‘standard of value’) is indescribable. Their functions, and therefore
their names, are constantly interchanged.
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*:change can take place in the weight of its aliquot parts. Thus gold
always renders the same service as a fixed measure of price, how-
"“ever much its value may vary. Moreover, a change in the value of
~-gold does not prevent it from fulfilling its function as measure of
value. The change affects all commodities simultaneously, and

between their values unaltered, although those values are now all
_expressed in higher or lower gold-prices than before.
- Just as in the case of the estimation of the value of a com-
.'modity ‘in the use-value of any other commodity, so also in this
‘case, where commodities are valued in gold, we assume nothing
~--more than that the production of a given quantity of gold costs, at
" a:given period, a given amount of labour. As regards the fluctua-
tions of commodity prices in general, they are subject tc the laws
of the simple relative expression of value which we developed in’
an earlier chapter.
A general rise in the prices of commodities can result either from
~arise in their values, which happens when the value of money re-
:.mains constant, or from a fall in the value of money, which hap-
--pens when the values of commodities remain constant. The pro-
cess also occurs in reverse: a general fall in prices can result either
from a fall in the values of commodities, if the value of money
““temains constant, or from a rise in the value of money, if the values
of commodities remain constant. It therefore by no means follows
that a rise in the value of money necessarily implies a proportional
~fall in the prices of commodities, or that a fall in the value of
~money implies a proportional rise in prices. This would hold only
for commodities whose value remains constant. But commodities
. .whose value rises simultaneously with and in proportion to that of
money would retain the same price. And if their value rose either
-slower or faster than that of money, the fall or rise in their prices
- would be determined by the difference between the path described
by their value and that described by the value of money. And so on.
" Let us now go back to considering the price-form. For various
~ reasons, the money-names of the metal weights are gradually sepa-
. rated from their original weight-names, the historically decisive
reasons being: (1) The introduction of foreign money among less:
developed peoples. This happened at Rome in its early days, where
gold and silver coins circulated at first as foreign commodities.
~The names of these foreign coins were different from those of the
indigenous weights. (2) With the development of material wealth,
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the more precious metal extrudes the less precious from its func-
tion as measure of value. Silver drives out copper, gold drives out
silver, however much this sequence may contradict the chronology
of the poets.” The word pound, for instance, was the money-name
given to an actual pound weight of silver. As soon as gold had
driven out silver as a measure of value, the same name became
attached to, say, onefifteenth of a pound of gold, depending on the
ratio between the values of gold and silver. Pound as a money-
name and pound as the ordinary weight-name of gold are now two
different things.® (3) Centuries of continuous debasement of the
currency by kings and princes have in fact left nothing behind of
the original weights of gold coins but their names.®

These historical processes have made the separation of the
money-name from the weight-name into a fixed popular custom.
Since the standard of money is on the one hand purely conven-
tional, while on the other hand it must possess universal validity,
it is in the end regulated by law. A given weight of one of the
precious metals, an ounce of gold for instance, becomes officially
divided into aliquot parts, baptized by the law as a pound, a thaler,
etc. These aliquot parts, which then serve as the actual units of
money, are subdivided into other aliquot parts with legal names,
suchas a shilling, a penny etc.!® But, despite this, a definite weight
of metal remains the standard of metallic money. All that has
changed is the subdivision and the denomination of the money.

The prices, or quantities of gold, into which the values of com-
modities are ideally changed are therefore now expressed in the
money-names, or the legally valid names of the subdivisions of the

7. In any case, its historical validity is not entirely universal.

8. Thus the pound sterling denotes less than one-third of its original weight,
the ‘pound Scots’ before the Union,* only one 36th, the French livre one
74th, the Spanish maravedi, less than one 1,000th, and the Portuguese rei a
stlll smaller fraction.

9. ‘The coins which today have a merely ideal denomination are in all
nations the oldest; once upon a time they were all real, and because they were
real people reckoned with them’ (Galiani, Della Moneta, op. cit., p. 153).

10. David Urquhart remarks in his ‘ Familiar Words’ on the monstrosity (!)
that nowadays a pound (sterling), which is the unit of the English standard of
money, is equal to about a quarter of an ounce of gold. ‘This is falsifying a
measure, not establishing a standard.’t In this: ‘false denomination’ of the
weight of gold, he finds what he finds everywhere else, the f: a151f ying hand of
civilization.

*The Union of Scotland with England in 1707.

tDavid Urquhart, Familiar Words as Aﬂ"ectmg England and the English,
London, 1855, p. 105.
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-gold standard made for the purpose of reckoning. Hence, instead
“of saying that a quarter of wheat is worth an ounce of gold, people
in England would say that it was worth £3 17s. 104d. In this way
“commodities express by their money-names how much they are
worth, and money serves as money of account whenever it is a
-..question of fixing a thing as a value and therefore in its money-
form.*!
"The name of a thing is entirely external to its nature. I know
nothing of a man if I merely know his name is Jacob. In the same
_way, every trace of the money-relation disappears in the money-
names pound, thaler, franc, ducat, etc. The confusion caused by
~attributing a hidden meaning to these cabalistic signs is made even
greater by the fact that these money-names express both the values
of commodities and, simultaneously, aliquot parts of a certain
weight of metal, namely the weight of the metal which serves as_the
- standard of money.!? On the other hand, it is in fact necessary
-that value, as opposed to the multifarious objects of the world of
commodities, should develop into this form, a material and non-
mental one, but also a simple social form.*3

- Price is the money-name of the labour objectified in a com-

" 11. “When Anacharsis was asked what the Greeks used money for, he
-replied: for reckoning’ (Athenaeus, Deipnosophistae, Bk 1V, 49, v. 2, ed.
Schweighduser, 1802)."

"12. “‘Because as standard of price gold is expressed by the same names of
-account as the prices of commodities - for example £3 17s. 103d. may denote
-an ounce of gold just as well as a ton of iron - these names of account are
-called  the mint-price of gold. Thus the extraordinary notion arose that gold. is
-estimated in its own material and that, unlike all other commodities, its price

is fixed by the State. The establishing of names of account for definite weights
of gold was mistaken for the establishing of the value of these weights’ (Karl

Marx, op. cit., p. 52) [English edition, p. 74].

13. Cf. ‘Theorles of the Standard of Money’, in Zur Kritik etc., pp. 53 ff.
[English edition, pp. 76 ff.]. Some theorists had fantastic notions of raising or
!oWering the ‘mint-price’ of money by getting the state to transfer to greater or

.smaller weights of gold or silver the names already legally appropriated to-
fixed weights of those metals, so that for example 4 ounce of gold could-be
‘minted into 40 shillings in the future instead of 20. However Petty dealt with -
- these so exhaustively in his Quantulumcunque Concerning Money: To the Lord
- .Marquis -of Halifax, 1682, at least in those cases where they aimed not at

clumsy financial operations against public and private creditors but ratherat.
"economic quack remedies, that even his immediate followers, Sir Dudley,

North and John Locke, not to mention later afies, could only repeat what he _
said more shallowly. ‘If the wealth of a nation,” he remarks, ‘could be-de-

-cupled by a proclamation, it were strange that such proclamations have not
long since been made by our Governors’ (Petty, op. cit., p. 36).
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modity. Hence the expression of the equivalence of a commodity
with the quantity of ' money whose name is that commodity’s price
is a tautology,'* just as the expression of the relative value of a
commodity is an expression of the equivalence of two commodities.
But although price, being the exponent of the magnitude of a com-
modity’s value, is the exponent of its exchange-ratio with money,
it does not follow that the exponent of this exchange-ratio is neces-
sarily the exponent of the magnitude of the commodity’s value.
Suppose two equal quantities of socially necessary labour are re-
spectively represented by 1 quarter of wheat and £2 (approximately
4 ounce of gold). £2 is the expression in money of the magnitude of
the value of the quarter of wheat, or its price. If circumstances how
allow this price to be raised to £3, or compel it to be reduced to £1,
then although £1 and £3 may be too small or too large to give
proper expression to the magnitude of the wheat’s value, they are
nevertheless prices of the wheat, for they are, in the first place, the
form of its value, i.e. money, and, in the second place, the ex-
ponents of its exchange-ratio with money. If the conditions of pro-
duction, or the productivity of labour, remain constant, the same
amount of social labour-time must be expended on the reproduc-
tion of a quarter of wheat, both before and after the change in
price. This situation is not dependent either on the will of the
wheat producer or on that of the owners of the other commodi-
ties. The magnitude of the value of a commodity therefore ex-
presses a necessary relation to social labour-time which is inherent
in the process by which its value is created. With the transfor-
mation of the magnitude of value into the price this necessary
relation appears as the exchange-ratio between a single commodity
and the money commodity which exists outside it. This relation,
however, may express both the magnitude of value of the com-
modity and the greater or lesser quantity of money for which it can
be sold under the given circumstances. The possibility, therefore,
of a quantitative incongruity between price and magnitude.of
value, i.e. the possibility that the price may diverge from the mag-
nitude of value, is inherent in the price-form itself. This is not a
defect, but, on the contrary, it makes this form the adequate one
for a mode of production whose laws can only assert themselves as
blindly operating averages between constant irregularities.

14. *Or indeed it must be admitted that a million in money is worth more
than an equal value in commodities’ (Le Trosne, op. cit., p. 919), and hence
‘that one value is worth more than another value which is equal to it”.
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The price-form, however, is not only compatible with the pos-
sibility of a quantitative incongruity between magnitude of value
and price, i.e. between the magnitude of value and its own ex-
pression in money, but it may also harbour a qualitative contradic-
tion, with the result that price ceases altogether to express value,
despite the fact that money is nothing but the value-form of com-
modities. Things which in and for themselves are not commodi-
ties, things such as conscience, honour, etc., can be offered for sale
by their holders, and thus acquire the form of commodities
through their price. Hence a thing can, formally speaking, have
a price without having a value. The expression of price is in this
case imaginary, like certain quantities in mathematics. On the
other hand, the imaginary price-form may also conceal a real
value-relation or one derived from it, as for instance the price of
uncultivated land, which is without value because no human labour
is objectified in it.

Like the relative form of value in general, price expresses the’
value of a commodity (forinstance a ton of iron) by asserting that
a given quantity of the equivalent (for instance an ounce of gold)
is directly exchangeable with iron. But it by no means asserts the
converse, that iron is directly exchangeable with gold. In order,
therefore, that a commodity may in practice operate effectively as
exchange-value, it must divest itself of its natural physical body
and become transformed from merely imaginary into real gold,
although this act of transubstantiation may be more ‘trouble-
some’ for it than the transition from necessity to freedom for
the Hegelian ‘concept’, the casting of his shell for a-lobster, or
‘the putting-off of the old Adam for Saint Jerome.'® Though a
commodity may, alongside its real shape (iron, for instance), pos-
sess anideal value-shape or an imagined gold-shape in the form of

.its price, it cannot simultaneously be both real iron and real gold.
To establish its price it is sufficient for it to be equated with gold
in the imagination. But to enable it to render its owner the service
of a universal equivalent, it must be actually replaced by gold.:If -
the owner of the iron were to go to the owner of some other earthly .

15. If Jerome had to wrestle hard in his youth with the material flesh, as is
-shown by his fight in the desert with visions of beautiful women, he hadalso to
wrestle in his old age with the spiritual flesh. ‘I thought’, he says, ‘I was in the
spirit before the Judge of the Universe.” *‘Who-art thou?’ asked a voice. ‘I'am
a Christian.’ *Thou liest,” thundered back the great Judge, ‘thou art nought but
a Ciceronian’ [Letter XXII, Ad Eustochium).



198 Commodities and Money

commodity, and were to refer him to the price of iron as proof that
it was already money, his answer would be the terrestrial equiva-
lent of the answer given by St Peter in heaven to Dante, when the
latter recited the creed: '

‘Assai bene é trascorsa
D’esta moneta gia la lega e il peso,
Madimmi se tu U'hai nella tua borsa.™

The price-form therefore implies both the exchangeability of
commodities for money and the necessity of exchanges. On the
other hand, gold serves as an ideal measure of value only because
it has already established itself as the money commodity in the
process of exchange. Hard cash lurks within the ideal measure of
value.

2. THE MEANS OF CIRCULATION
(a) The Metamorphosis of Commodities

We saw in a former chapter that the exchange of commodities
implies contradictory and mutually exclusive conditions. The
further development of the commodity does not abolish these
contradictions, but rather provides the form within which they
have room to move. This is, in general, the way in which real
contradictions are resolved. For instance, it is a contradiction to
depict one body as constantly falling towards another and at the
same time constantly flying away from it. The ellipse is a form of
motion within which this contradiction is both realized and re-
solved.

In so far as the process of exchange transfers commodities from
hands in which they are non-use-values to hands in which they are
use-values, it is a process of social metabolism.t The product of
one kind of useful labour replaces that of another. Once a com-
modity has arrived at a situation in which it can serve as a use-
value, it falls out of the sphere of exchange into that of consump-
tion. But the former sphere alone interests us here. We therefore
have to consider the whole process in its formal aspect; that is to

*‘Right well hath now been tested this coin’s alloy and weight; but tell me if
thou hast it in thy purse’ (Dante, Divina Commedia, Paradiso, Canto XXIV,
lines 84-5).

t Here Marx introduces for the first time the concept of ‘metabolism’

(Sto ffwechsel). This biological analogy plays a considerable part in his analysis
of circulation and the labour process.
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say, the change in form or the metamorphosis of commodities
through which the social metabolism is mediated.

This change of form has been very imperfectly grasped as yet,
owing to the circumstance that, quite apart from the lack of clarity

" In the concept of value itself, every change ofform in a commodity

_results from the exchange of two commodities, namely an ordinary
commodity and the money commodity. If we keep in mind only
this material aspect, that is, the exchange of the commodity for
gold, we overlook the very thing we ought to observe, namely what
has happened to the form of the commodity. We do not see that
gold, as a mere commodity, is not money, and that the other com-
modities, through their prices, themselves relate to gold as the
medium for expressing their own shape in money.

Commodities first enter into the process of exchange ungilded
and unsweetened, retaining their original home-grown shape.
Exchange, however, produces a differentiation of the commodity
into two elements, commodity and money, an external opposition
which expresses the opposition between use-value and value which
is inherent in it. In this opposition, commodities as use-values con-
front money as exchange-value. On the other hand, both sides of
this opposition are commodities, hence themselves unities of use-
value and value. But this unity of differences is expressed at two
opposite poles, and at each pole in an opposite way. This is the
alternating relation between the two poles: the commodity is in
reality a use-value; its existence as a value appears only ideally, in
its price, through which it is related to the real embodiment of its
value, the gold which confronts it as its opposite. Inversely, the
material of gold ranks only as the materialization of value, as
money. It is therefore in reality exchange-value. Its use-value ap-
pears only ideally in the series of expressions of relative value with-
in which it confronts all the other commodities as the totality of
real embodiments of its utility. These antagonistic forms of the
commodities are the real forms of motion of the process of ex-
change.

Let us now accompany the owner of some commaodity, say our
old friend the linen weaver, to the scéne of action, the market. His '
commodity, 20 yards of linen, has a definite price, £2. He ex-
changes it for the £2, and then, being a man of the old school, he
parts for the £2 in return for a family Bible of the same price. The
‘linen, for him a mere commodity, a bearer of value, is alienated in

“exchange for gold, which is the shape of the linen’s value, then it
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is taken out of this shape and alienated again in exchange for
another commodity, the Bible, which is destined to enter the
weaver’s house as an object of utility and there to satisfy his
family’s need for edification. The process of exchange-is there-
fore accomplished through two metamorphoses of oppesite yet
mutually complementary character — the conversion of the com-
modity into money, and the re-conversion of the money into a
commodity.'® The two moments of this metamorphosis are at
once distinct transactions by the weaver — selling, or the exchange
of the commodity for money, and -buying, or the exchange of the
money for a commodity — and the unity of the two acts: sel]mg n
order to buy.

The end result of the transaction, from the point of view of the
weaver, is that instead of being in possession -of the linen, he now
has the Bible; instead of his original commodity, he now possesses
another of the same value but of different utility. He procures his
other means of subsistence and of production in a similar way. For
the weaver, the whole process accomplishes nothing moré than the
exchange of the product of his labour for the product of someone
else’s, nothmg more than an exchange of products.

The process of exchange is therefore accomplished through the
following changes of form:

Commodity-Money—-Commodity
C-M-C

As far as concerns its material content, the movement is C-C,
the exchange of one commodity for another, the metabolic inter-
action of social labour, in whose result the process itself be-
comes extinguished.

C-M. First metamorphosis of the commodity, or sale. The leap
taken by value from the body of the commodity into ‘the body of
the gold is the commodity’s salto martale, as I have called it else-
where.* If the leap falls short, it is not the commodity which is de-

16. “¢x 3% 700 . . . Tupde T'dvwTapelBeabon mavTa, protv 6 ‘Hpdxdeitog, ®at
mlp amavTay, domep xpusol ypuata ki ypnudtwy ypusts’ (F.Lassalle, Die
Philosophie Herakleitos des Dunkeln, Berlin, 1858, Vol. 1, p. 222).* Lassalle,
in his note on this passage, p. 224, n. 3, erroneously makes money a mere
symbol of value.

*¢ As Heracleitus says, all things exchange for fire, and fire for all things,
just as gold does for goods and goods for gold’ (Plutarch, Moralia, ‘The E at
Delphi’, 388D).

* See A Contribution tothe Critique of Political Economy, p. 88.
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uded but rather its owner. The social division of labour makes
ature of his labour as one-sided as his needs are many-sided.
i is precisely the reason why the product of his labour serves
1s0lely as exchange-value. But it cannot acquire universalsocial
4lidity as an equivalent-form except by being converted into
money. That money, however, is in someone else’s pocket. To
ow it to be drawn out, the commodity produced by its owner’s
;]abour must above all be a use-value for the owner of the money.
“The labour expended on it must therefore be of a socially useful
fkmd i.e. it must maintain its position as a branch of the social
" “division of labour. But the division of labour is an organization of
"fp_ro'duction which has grown up naturally, a web which has been,
“and continues to be, woven behind the backs of the producers of -
. commodities. Perhaps the commodity is the product of a new kind
-of labour, and claims to satisfy a newly arisen need, or is even
trying to bring forth a new need on its own account. Perhaps a
_particular operation, although yesterday it still formed one out of
‘the many operations conducted by one producer in creating a
‘given commodity, may today tear itself out of this framework,
-establish itself as an independent branch of labour, and send its
.'"part of the product to market as an independent commodity. The
~“circumstances may or may not be ripe for such a process of sepa-
“’ration. Today the product satisfies a social need. Tomorrow it may
1",perhaps be expelled partly or completely from its place by a similar
‘_product Moreover, although our weaver’s labour may be a
- recognized branch of the social division of labour; yet that fact is
‘by no means sufficient to guarantee the utility of his 20 yards of
- linen. If the society’s need for linen — and such a need has a limit.
--.’_like every other need — has already been satisfied by the products
’_-of rival weavers, our friend’s product is superfluous, redundant and-
’-\;’{.consequently useless. Although people do not look a gift-horse in
:the mouth, our friend does not frequent the market to make
“+presents of his products. Let us assume, however, that the use-valug
:-of his product does maintain itself, and that the commodity there-.
- «fore attracts money. Now we have to ask: how much money? No.
‘doubt the answer is already anticipated in the price of the com-
' mod1ty, which is the exponent of the magnitude of its value. We
+leave out of consideration here any possible subjective errors in
-,calculatlon by the owner of the commodity, which will immedi-
~.ately be corrected objectively in the market. We suppose him to
have spent on his product only the average socially necessary
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quantity of labour-time. The price of the commodity, therefore, is
merely the money-name of the quantity of social labour objecti-
tied 10 if. "But now the old-established conditions of | producnon in
weaving are thrown into the melting-pot, without the permission
of, and behind the back of, our weaver. What was yesterday un-
‘doubtedly labour-time socially necessary to the production of a
yard of linen ceases to be so today, a fact which the owner of the
money is only too eager to prove from the prices quoted by our
friend’s competitors. Unluckily for the weaver, people of his kind
are in plentiful supply. Let us suppose, finally, that every piece of
linen on the market contains nothing but socially mecessary.labour-
time. In spite of this, all these pieces taken as a whole may contain
superfluously expended labour-time. If the market cannot stomach
the whole quantity at the normal price of 2 shillings a yard, this
proves that too great a portion of the total social labour-time has
been expended in the form of weaving. The effect is the same as if
‘each individual weaver had expended more labour-time. on his
particular product than was socially necessary. As the German
proverb has it: caught together, hung together. All the linen on the
market counts as one single article of commerce, and each piece of
linen is only an aliquot part of it. And in fact the value of each
single yard is also nothing but the materialization of the same
socially deterfnined quantity of homogeneous human labour.*

We see then that commodities are in love with money, but that
‘the course of true love never did run smooth’. The quantitative
articulation [Gliederung] of society’s productive organism, by
which its scattered elements are integrated into the system of the
division of labour, is as haphazard and spontaneous as its quali-
tative articulation. The owners of commodities therefore find out
that the same division of labour which turns them into independent
private producers also makes the social process of production and
the relations of the individual producers to each other within that
process independent of the producers themselves; they also find

" out that the independence of the individuals from each other has as

*In a letter of 28 November 1878 to N. F. Danielson, the Russian trans-
lator of Capital, Marx made the following alteration to this sentence: ‘And in
fact the value of each single yard is also nothing but the materialization of a
part of the quantity of social labour expended in the whole amount of the
linen.” An analogous correction was made in a copy of the second German
edition of the first volume of Capital which belonged to Marx; however this
was not in his handwriting, [Note by the Institute of Marxism-Leninism]
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jts: counterpart and supplement a system of all-round material
dependence . '
~The division of labour converts the product of labour into a
“-‘commodity, and thereby makes necessary its conversion into
_i=money. At the same time, it makes it a matter of chance whether
--.this transubstantiation succeeds or.not. Here, however, we have to
“"Jook at the phenomenon in its. pure shape, and must therefore
* . assume it has proceeded normally. In any case, if the process is to
- :take place at all, i.e. if the commodity is not impossible to sell, a
‘change of form must always occur, although there may be an ab-
“~-normal loss or accretion of substance — that is, of the magnitude of
s value
* The seller has his commodity replaced by gold, the buyer has
- his gold replaced by a commodity. The striking phenomenon here
+is that a commodity and gold, 20 yards of linen and £2, have
- changed hands and places, in other words that they have been ex-
- ;changed. But what is-the commodity exchanged for? For the uni-
- -versal shape assumed by its own value. And what is the gold ex-
changed for? For a particular form of its own use-value. Why does
- gold confront the linen as money? Because the linen’s price of £2,
“-its money-name, already brings it into relation with the gold as
. :money. Thecommodityis divested of its original form through its
" ""sale, i.e. the moment its use-value actually attracts the gold, which
- previously had a merely imaginary existence in its price. The
“'realization of a commodity’s price, or of its merely ideal value-
“form, is therefore at the same time, and inversely, the realization of
“’the merely ideal use-value of money; the conversion of a com-
- 'modity into money is the conversion of money into a commodity.
-= This single process is two-sided: from one pole, that of the com-
B modlty -owner, it'is a sale, from the other pole, that of the money-
**OWner, itis.a purchase. In other words, a sale is a purchase, C-M i IS
also M-C.t7
- 'Up to this point we have considered only one economic relation
between men, a relation between owners of commodities in which
~they appropriate the produce of the labour of others by alienating
- |entfremden] the produce of their own labour. Hence, for one coms+

: 17. ‘Every sale is a-purchase’ (Dr Quesnay, Dialogues sur le commercé et
“les travaux des artlsans, Physiocrates, ed. Daire, Part 1, Paris, 1846, p. 170),

' or, as Quesnay says in his M axxmesgenerales, ‘Tosell is to buy. **

“*This quotation appears in Dupont de Nemours, Maximes du-docteur.
Quesnay, printed in Physiocrates, ed. Daire, Part 1, Paris, 1846, p. 392.




204 Commodities and Money

modity-owner to ‘meet with -another, in the form of a money-
owner, it is necessary either that the product of the latter should
possess by its nature the form of money, i.e. it should be gold, the
material of which money consists, or that his product should
already have changed its skin and stripped off its original form of a
useful-object. In order to function as money, gold must of course
enter the market at some point or other. This point is to be found
at its source of production, where the gold is exchanged,'as the
immediate product of labour, for some other product of equal
value. But from that moment onwards, it always represents the -
realized price of some commodity,!® Leaving aside its éxchange
for other commodities at the source of production, gold is, in the
hands -of every commodity-owner, his own commodity divested
[entdussert] of its original shape by being alienated [verdussert];*
it is the product of a sale or of the first metamorphosis C-M.!?
Gold, as we saw, became ideal money, or a measure of value,
because all commodities measured their values in it, and thus made
it the imaginary opposite of their natural shape as objects of
utility, hence the shape of.their value. It became real money be-
cause the commodities, through their complete alienation, suffered
a divestiture or transformation of their real shapes as objects of
utility, thus making it the real embodiment of their values. When
they thus assume the shape of values, commodities strip off every
trace of their natural and original use-value, and of the particular
kind of useful labour to which they owe their creation, in order to
pupate into the homogeneous social materialization of undiffer-
entiated human labour. From the mere look of a piece of money,
we cannot tellwhat breed of commodity has been transformed into
it. In their money-form all commodities look alike. Hence money
may be dirt, although dirt is not money. We will assume that the
two golden coins in return for which our weaver has parted with
his linen are the metamorphosed shape of a quarter of wheat. The
sale of the linen, C-M, is at the same time its purchase, M—C. But
this process, considered as the sale of the linen, starts off a move-
18. ‘The price of one commodity can only be‘'paid by the price of another
commodity’ (Mercier de la Riviere, L'Ordre naturel et essentiel des sociétés

politiques, Physiocrates, ed. Daire, Part 2, p. 554).
19. ‘In order to have this money, one must have made a sale’ (ibid., p. 543).

* Cf. Grundrisse, p. 196: ‘Appropriation through and by means of divesti-
ture [Entdusserung] and alienation [Verdusserung]is the fundamental condition
of commodity circulation.’
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1ent which ends with its opposite: the purchase of a Bible. Con-
“sidered as purchase of the linen, on the other hand, the process
_completes a movement which began with its opposite, the sale of

-=the wheat. C—-M (linen—-money), which is the first phase of C-M-C

ﬂmen-money—Blble), is also M—C (money-linen), the last phase of

. danother movement C-M-C (wheat-money-linen). The first meta-
~morphosis of one commodlty, its transformation from the com-
:modity-form into money, is therefore also invariably the second,
-and diametrically opposite, metamorphosis of some other com-

“'modity, the retransformation of the latter from money into a
* commodity.2?

" :M~-C.-The second or concluding metamorphosis of the commodity:
‘purchase. Money is the absolutely alienable commodity, because it
+is all other commodities divested of their shape, the product of
“their universal alienation. It reads all prices backwards, and thus

a8 it were mirrors itself in the bodies of all other commodities,
:which provide the material through which it can come into being
~as.a commodity. At the same time the prices, those wooing glances
“cast at money by commodities, define the limit of its convertibility,

-pamely its own quantity. Since every commodity disappears when

"“it becomes money it is impossible to tell from the money itself how
-it.got into the hands of its possessor, or what article has been

~changed into it. Non olet,* from whatever source it may come. Ifit

" “represents, on the one hand, a commodity which has been sold, it
also represents, on the other hand, a commodity which can be

bought.?!

= - M-C, a purchase, is at the same time C-M, a sale; the con-

: ;fcludmg metamorphosis of one commodity is the first metamor-
.phosis of another. For our weaver, the life of his commodity ends

«with the Bible into which he has reconverted his £2. But suppose

. the seller of the Bible turns the £2 set free by the weaver into

;- brandy. M-C, the concluding phase of C-M-C (linen-money-.

.Bible), is also C-M, the first phase of C-M-C (Bible-money=

i 20. As remarked previously, the actual producer of gold or silver forms- an".

« -exception, Heexchanges his product without having first sold it. .

21. ‘If'money represents, in our hands, the thmgs wecan wish to buy, it also

‘, represents the things we have sold for this money’ (Mercier de la Rmére, op
L c1t p. 586).

; *<Jt (money) has no smell.’ This is alleged to have been the reply of the
-Roman Emperor Vespasian to his son Titus, when thelatter reproached him for
" .obtaining money by taxing the public lavatories.
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brandy). Since the producer of the commodity offers only asingle
product, he often sells it in large quantities, whereas the fact that
he has many needs compels him to split up the price realized, the
sum of money set free, into numerous purchases. Hence a sale
leads to many purchases of different commodities. The concluding
metamorphosis of a commodity thus constitutes an aggregate of
the first metamorphoses of other commodities.

If we now consider the completed metamorphos1s of a com-
modity as a whole, it appearsin the first place that it is made up of
two opposite and complementary movements, C~M and M-C.
These two antithetical transmutations of the commodity are ac-
complished through two antithetical social processes in which the
commodity-owner takes part, and are reflected in the antithetical
economic characteristics of the two processes. By taking part in the
act of sale, the commodity-owner becomes a seller; in the act of
purchase, he becomes a buyer. But just as, in every transmutation
of a commodity, its two forms, the commodity-form and the
money-form, exist simultaneously but at opposite poles, so every
seller is confronted with a buyer, every buyer with a seller. While
the same commodity is successively passing through the two in-
verted transmutations, from a commodity into money and from
money into another commodity, the owner of the commodity suc-
cessively changes his role from seller to buyer. Being a seller ard
being a buyer are therefore not fixed roles, but constantly attach
themselves to different persons in the course of the circulation of
commodities. . ’

The complete metamorphosis of a commodity, in its- simplest
form, implies four dénouements and three dramatis persoriae. First,
a commodity comes face to face with money; the latter is the form
taken by the value of the former, and exists over there in someone
else’s pocket in all its hard, material reality. A commodity-owner is
thus confronted with a money-owner. Now as soon as the com-
modity has been changed into money, the money becomes its
vanishing equivalent-form, whose use-value or content exists here
on the spot, in the bodies of other commodities. Money, the final
stage of the first transformation, is at the same time the starting-
point for the second. The person who is a seller in the first trans-
action thus becomes a buyer in the second, in which a third com-
modity-owner comes to meet him as a seller.??

22. ‘There are accordingly . . . four final terms and three contracting pa;ties,
one of whom intervenes twice’ (Le Trosne, op. cit., p. 909).
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++y+ The two inverted phases of the movement which makes up the
- ‘metamorphosis of a commodity constitute a circuit: commodity-
- “form, stripping off of this form, and return to it. Of course, the
- commodity itself is here subject to contradictory determinations.
; *At the starting-point it is a non-use-value to its owner; at the end
-+ it-i§ a use-value..So too the money appears in the first phase as a
solid crystal of value into which the commodity has been trans-
‘formed, but afterwards it dissolves into the mere equivalent-form
_.of the commodity. ' '

The two metamorphoses which constitute the commodity’s cir-
cular path are at the same time two inverse partial metamorphoses
of two other commodities. One and the same commodity (the
linen) opens the series of its own metamorphoses, and completes
‘the metamorphosis of another (the wheat). In its first transfor-
" mation, the sale, the linen plays these two parts in its own person.
But then it goes the way of all flesh, enters the chrysalis state as
gold, and thereby simultaneously completes the first metamor-
phosis of a third commodity. Hence the circuit made by one com-
modity in the course of its metamorphoses is inextricably en-

i twined with the circuits of other commodities. This whole process
" constitutes the circulationof commodities.
-~ The circulation of commodities differs from the direct exchange
" of products not only in form, but in its essence. We have only to
consider the course of events.. The weaver has undoubtedly ex-
changed his linen for a Bible, his own commodity for someone
=" else’s. But this phenomenon is only true for him. The Bible-
pusher, who prefers a warming drink to cold sheets, had no
.intention of exchanging linen for his Bible; the weaver did not
know that wheat had been exchanged for his linen. B’s commodity
replaces that of A, but A and B do not mutually exchange their
commodities. It may in fact happen that A and B buy from each .
other, but a particular relationship of this kind is by no means the
necessary result of the general conditions of the circulation of com-
modities. We see here, on the one hand, how the exchange of com= ° -
modities breaks through all the individual and local limitations of
the direct exchange of products, and develops the metabolic-pro-
cess of human labour. On the other hand, there develops a whole
network of social connections of natural origin, entirely beyond the
control of the human agents. Only because the farmer has.sold
his wheat is the weaver able to sell his linen, only because the
weaver has sold his linen is our rash and intemperate friend able to
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sell his Bible, and only because the latter already has the water of
everlasting life is the distiller able to sell his eau-de-vie. And so it
goes on. I
The process of circulation, therefore, unlike the direct exchange
of products, does not disappear from view once the use-values
have changed places and changed hands. The. money does not
vanish when it finally drops out of the series of metamorphoses
undergone by a commodity. It always leaves behind a precipitate
at a point in the arena of circulation vacated by the commodities.
In the complete metamorphosis of the linen, for example, linen~
money-Bible, the linen first falls out of circulation, and money
steps into its place. Then the Bible falls out of circulation, and
again money takes its place. When one commodity replaces
another, the money commodity always sticks to the hands of some
third person.23 Circulation sweats money from every pore..
Nothing could be more foolish than the dogma that because
every sale is a purchase, and every purchase a sale, the circulation
of commodities necessarily implies an equilibrium between sales
and purchases. If this means that the number of actual sales ac-
complished is equal to the number of purchases, it is a flat taut-
ology. But its real intention is to show that every seller brings his
own buyer to market with him. Sale and purchase are one identical
act,.considered as thealternatingrelation between two persons who
are in polar opposition to each other, the commodity-owner and
the money-owner. They constitute two acts, of polar and opposite
character, considered as the transactions of one and the same per-
son. Hence the identity of sale and purchase implies that the
commodity is useless if, when it is thrown into the alchemist’s re-
tort of circulation, it does not come out again as money; if, in
other words, it cannot be sold by its owner, and therefore bought
by the owner of the money. This identity further implies that the
process, if it reaches fruition, constitutes a point of rest, an inter-
val, long or short, in the life of the commodity. Since the first
metamorphosis of a commodity is at once a sale and a purchase,
this partial process is at the same time an independent process in
itself. The buyer has thecommodity, the seller has the money,i.e. a
commodity which remains in a form capable of circulating, whether
it reappears on the market at an earlier or later date. No one can
sell unless someone €lse purchases. But no one directly needs to

23, This phenomenon may be self-evident, but it is in most cases overlooked
by political economists, especially by the average free-trader. -
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purchasc because he has just sold. Circulation bursts through all
the temporal, spatial and personal barriers imposed by the direct .
“exchange of products, and it does this by splitting up the direct
“identity present in this case between the exchange of one’s own
product and the acquisition of someone else’s into the two anti-
..thetical segments of sale and purchase. To say that these mutually
independent and antithetical processes form an internal unity is to
say also that their internal unity. moves forward through external
- antitheses. These two processes lack internal independence be-
cause they complement each other. Hence, if the assertion of their
external independence [dusserliche Verselbstdndigung] proceeds to
a. certain critical pomt their unity violently makes itself felt by
producing — a crisis. There is an antithesis, immanent in the com-
modity, between use-value and value, between private labour
which must simultaneously manifest itself as directly social labour,
and a particular concrete kind of labour which simultaneously
counts as merely abstract universal labour, between the conversion
of things into persons and the conversion of persons into things*;
the antithetical phases of the metamorphosis of the commodity are
the developed forms of motion of this immanent contradiction.
" These forms therefore imply the possibility of crises, though no
more than the possibility. For the development of this possibility
“into a reality a whole series of conditions is required, which do not
yetevenexist from the standpoint of thesimple circulation of com-
modities.?*

24, See my observations on James Mill in Zur Kritik etc.,pp. 74-6.[English
-translation, pp. 96-8]. There are two points here which are characteristic ofthe
~-method of the bourgeoisie’s.economic apologists. The first is the identification
- “of thecirculation of commodities with the direct exchange of products,achieved
- simply by abstracting from their differences. The second is.the attempt to
“explain away the contradictions of the capitalist process of production by
- dissolving the relations between persons engaged in that process of production
."into the simple relations arising out of the circulation of commodities. The
. ;production and circulation of commodities are however phenomena whlch are’
. fobefound in the most diverse modes of production, even if they vary in extent
-and importance. If we are only familiar with the abstract categories of. cn'-,
culatlon which are common to: all of them, we cannotknow anything of their
. -differentia specifica, and we cannot therefore pronounce judgement on them.
~-In no science other than political economy does there prevail such a combina-

L7 ** Personifizierung der Sachen und Versachlichung der Personen’. More
- “succinctly, ‘Personification of things and reification of persons’.
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(b) The Circulation of Money

The change of form through which the metabolism of the pro-
ducts of labour is accomplished, C-M-C, requires that a given
value shall form the starting-point of the process, in the shape of
a commodity, and that it shall return to the same point in the
shape of a commodity. This movement of commodities is there-
fore a circuit. On the other hand, the form of this movement ex-
cludes money from the circuit. The result of the movement is not
the return of the money, but its continued removal further and
further away from its starting-point. As long as the seller sticks
fast to his money, which is the transformed shape of his commod-
ity, that commodity is still at the stage of the first metamorphosis,
in other words it has completed only the first half of its circulatory
course. Once the process of selling in order to buy is complete the
money again leaves the hands of its original possessor. Of course,
if the weaver, having bought the Bible, sells more linen, money
comes back into his hands. But this return is not a result of the
circulation of the first 20 yards of linen; that circulation rather
removed money from the hands of the weaver and placed it
in those of the Bible-pusher. The return of money to the weaver
results  only from the renewal or repetition of the same process
of circulation with a fresh commodity, and it ends in the same
way as the previous process. Hence the movement directly im-
parted to money by the circulation of commodities takes the form
of a constant removal from its starting-point, a path followed from
the hands of one commodity-owner into those of another. This
path is its circulation (currency, cours de la monnaie).*

The circulation of money is the constant and monotonous re-
— N
tion of great self-importance with the mouthing of elementary commonplaces.
For instance, J. B. Say sets himself up as a judge of crises because he knows
that acommodityisa product.*

*“The conception adopted by Ricardo from the tedious Say, that over-
production 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’ (Theories of Surplus-V alue, Part 2, p. 493). In his Traité d’économie

politique, Vol. 2, Paris, 1814, p. 382, Say writes: ‘ Products can only be bought
with products.’

*We have chosen to regard the words in parentheses as explanatory syn-
onyms rather than suggested translations of the German word ‘ Umlauf’. The
use of the word ‘currency’ for ‘circulation of money’ was old-fashioned
evenin 1867.
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- petition of the same process. The commodity is always in the hands
“of the seller; the money, as a means of purchase, always in the
hands of the buyer. And money serves as a means of purchase by
realizing the price of the commodity. By doing this, it transfers the

- ¢commodity from the seller to the buyer, and removes the money
.»-.from the hands of the buyer into those of the seller, where it again
goes through the same process with another commodity. That this

. one-sided form of motion of the money arises out of the two-sided
form of motion of the commodity is a circumstance which is
hidden from view. The very nature of the circulation of commodi-
ties produces a semblance of the opposite. The first metamorphosis

of -a commodity is visibly not only the money’s movement, but

__ also that of the commodity itself ; in the second metamorphosis,
" on the contrary, the movement appears to us as the movement of
“the money alone. In the first phase of its circulation the com-
_modity changes places withthe money. Thereupon the commodity,
~in its shape as an object of utility, falls out of circulation into
consumption.?* Its value-shape or monetary larva steps into its

-, . -shoes. It then passes through the second phase of its circulation,
:-no longer in its own natural shape, but in its monetary shape.
‘With this, the continuity of the movement depends entirely on the

. money, and the same movement which, for the commodity, in-
~7¢ludes two opposed processes, is, when considered as the move-
: .ment of the money, always one and the same process, a constant
change of places with commodities which are always different.

- Hence the result of the circulation of commodities, namely the re-
placement of one commodity by another, appears not to have
-been mediated by its own change of form, but rather by the func-

- -tion of money as means of circulation. As means of circulation,
" money circulates commodities, which in and for themselves lack
the power of movement, and transfers them from hands in which
they are non-use-values into hands in which they are use-values;
and this process always takes the opposite direction to the path of
the commodities themselves. Money constantly removes tom-
modities from the sphere of circulation, by constantly stepping
into their place in circulation, and in this way continually moving
-away from its own starting-point. Hence although the movement

25. Even when the commodity is sold over and over again, a situation we are

“not yet concerned with, it falls, when definitely sold for the last time, out of

", “the sphere of circulation into that of consumption, where it serves either as
. “~means of subsistence or means of production.
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of money is merely the expression of the circulation of commodi-
ties, the situation appears to be the reverse of this, namely the
circulation of commodities seems to be the result of the movement
of money.?® :

Again, money functions as a means of circulation only because
in it the value possessed by commodities has taken on an in-
dependent shape. Hence its movement, as the medium of circula-
tion, is in fact merely the movement undergone by commodities
while changing their form. This fact must therefore make itself
plainly visible in the circulation of money. (Thus the linen, for
instance, first of all changes its commodity-form into its money-
form. The final term of its first metamorphosis C—M, the money-
form, then becomes the first term of its final metamorphosis M—-C,
its transformation back into the shape of the Bible. But each of
these two changes of formis accomplished by an exchange between
commodity and money, by their reciprocal displacement. The
same pieces of coin come into the seller’s hand as the alienated
form of the commodity and leave it as the commodity in its
absolutely alienable form. They are displaced twice. The first
metamorphosis of the linen puts these coins into the weaver’s
pocket, the second draws them out of it. The two opposite changes
undergone by the same commodity are reflected in the displace-
ment, twice repeated but in opposite directions, of the same pieces
of coin.

If however only a one-sided metamorphosis takes place, if there
are only sales or only purchases, then a given piece of money
changes its place only once. Its second change of place always ex-
presses the second metamorphosis of the commodity, its re-
conversion from money. The frequently repeated displacement of
the same coins reflects not only the series of metamorphoses
undergone by a single commodity, but also the mutual entangle-
ment of the innumerable metamorphoses in the whole world of
commodities.)* It is in any case evident that all this is valid only
for thé simple circulation of commodities, the form we are con-
sidering here.

Every commodity, when it first steps into circulation and under-

26. ‘It [money] has no other motion than that with which it is endowed by
the products’ (Le Trosne, op. cit., p. 885).

*The passage in parentheses is an expanded version of Marx’s original
argument, inserted by Engels into the fourth German edition.
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goes its first change of form, does so only to fall out of circulation

once more and be replaced again and again by fresh commodities.

Money, on the contrary, as the medium of circulation, haunts the

sphere of circulation and constantly moves around within it. The

. 'question therefore arises of how much money this sphere con-
tinuously absorbs.

In a given country there take place every day at the same time,
though in different places, numerous one-sided metamorphoses of
commodities; in other words, simple sales on one hand, simple
purchases on the other. In their prices, the commodities have

_already been equated with definite but imaginary quantities of
money. And since, in the direct form of circulation being con-
sidered here, money and commodities. always come into physical
confrontation with each other, one at the positive pole of pur-
chase, the other at the negative pole of sale, it is clear that the
amount of means of circulation required is determined beforehand
by the sum of the prices of all these commodities. As a matter of.

- fact, the money is only the representation in real life of the quant-
ity of gold previously expressed in the imagination by the sum.of
the prices of the commodities. It is therefore self-evident that these
two quantities are equal. We know however that, the values of

~ commodities remaining constant, their prices vary with the value

“of gold (the material of money), rising in proportion as it falls, and
falling in proportion as it rises. Given that the sum of the prices of
commodities falls or rises in this way, it follows that the quantity

- of money in circulation must fall or rise to the same extent. This
change in the quantity of the circulating medium is certainly

"‘caused by the money itself, yet not in virtue of its function as a

medium of circulation, but rather in virtue of its function as a

~-measure of value. First the price of the commodities varies in-:
versely as the value of the money, and then the quantity of the
medium of circulation varies directly as the price of the com-:
modities. Exactly the same phenomenon would arise if, for in-
stance, instead of the value of gold falling, silver were to replace it
as the measure of value, or if, instead of the value of silver rising,.
it were to be driven out of its function as measure of value. by
gold. In the one case, more silver would be in circulation than
there was previously gold, and in the other case, less gold would

. be in circulation than there was previously silver. In each case the

"..value of the money material, i.e. the value of the commodity

.. serving as the measure of value, would have undergone a change,
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and so too, therefore, would the prices of commodities which ex-
press their valuesin money, as well as the quantity of money which
would need to be in circulation to realize those prices. We have
already seen that the sphere of circulation has a gap in it, through
which gold (or silver, or the money material in general) enters as a
commodity with a given value. Hence, when money begins to
function as a measure of value, when it is used to determine prices,
its-value is presupposed. If that value falls, the fall first shows itself
in a change in the prices of those commodities which are directly
exchanged with the precious metals at their source. The greater
part of all other commodities, especially at the less developed
stages of bourgeois society, will continue for a long time to be
estimated in terms of the former value of the measure of value,
which has now become antiquated and illusory. Nevertheless, one
commodity infects another through their common value-relation,
so that their prices, expressed in gold or silver, gradually settle
down into the proportions determined by their - comparative
values, until finally the values of all commodities are estimated in
terms of the new value of the monetary metal. This process of
equalization is accompanied by a continued increase in the quantity
of the precious metals, owing to the influx needed to replace the
commodities directly exchanged with them. In proportion there-
fore as the adjusted prices of the commodities become universal,
in proportion as their values come to be estimated according to the
new value of the metal (which has fallen and may, up to a certain
point, continue to fall), in that same proportion does the in-
creased mass of metal which is necessary for the realization of the
new prices become-available. A one-sided observation of the events
which followed the discovery of fresh supplies of gold' and silver
led some people in the seventeenth and more particularly in the
eighteenth century to the false conclusion that the prices of com-
modities had risen because there was more gold and silver acting
as the means of circulation. Henceforth we shall assume the value
of gold as a given factor, as in fact it is if we take it at the moment
when we estimate the price of a commodity.

On this assumption, then, the quantity of the medium of cir-
_culation is determined by the sum of the prices to be realized.
If we now further assume that the price of each commodity is given,
the sum of the prices clearly depends on the total amount of com-
modities found in circulation. We do not need to rack our brains
to grasp that if our quarter of wheat costs £2, 100 quarters will cost
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ers £400, and so on, and therefore that the quantity
1 changes places with the wheat, when it is sold,
s the quantity of thewheatincreases.
f commodities remains constant, the quantity of
ation surges up or down according to the fluctua-
es of the commodities. It rises and falls because the
ss increases or diminishes as a result of the change
1is it is by no means necessary that the prices of
s should rise or fall simultaneously. A rise or a
; of a number of leading articles is sufficient in the
ease, in the other to diminish, the sum of the prices
ties, and therefore to put more or less money in
lether the change in the price reflects an actual
alue of the commodities, or merely fluctuations in
ces, the effect on the quantity of the medium of cir-
s the same.
e that there occur a number of unconnected and
lles, or partial metamorphoses, in different locali-
1y, 1 quarter of wheat, 20 yards of linen, 1 Bible
»f brandy. If the price of each article is £2, and
prices to be realized is consequently £8, it follows
y must enterinto circulation. If, on the other hand,
cles are links in the following chain of metamor-
er of wheat - £2 — 20 yards of linen - £2 — 1 Bible -
f brandy - £2, a chain which is already well known
>the £2 causes the differentcommoditiesto circulate
neir prices successively, and therefore realizing the
ices, which is £8, the £2 finally comes to rest in the
stiller. The £2 has turned over four times. It has
acts of circulation. This repeated change of place
ses of money corresponds to the double change.of
: by the commodities, it corresponds to their move-.
vo diametrically opposed stages of circulation, and
:of the metamorphoses of different commodities.2?
;al and mutually complementary phases, through
'ss passes, cannot take place alongside each other:
>w in temporal succession. It is segments of time

ts which set it* (money) ‘in motion and make it circulate . . .’
’ (morey’s) ‘motion supplements its quantity. When neces-
ing but slide from hand to hand, without stopping for a
ne, op. cit., pp. 915-16).
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therefore which form the measure of the duration of the process,
in other words, the velocity of the circulation of money is mea-
sured by the number of times the same piece of money turns over
within a given period. Suppose the process of circulation of the
four articles takes a day. The sum of prices to be realized is £8, the
number of times the £2 turns over during the day is four, and the
quantity of money in circulation is £2. Hence, for a given interval
of time during the process of circulation, we have the following
equation: the quantity of money functioning as the circulating
medium = the sum of the prices of the commaodities divided by the
numiber of times coins of the same denomination turn over. This
law holds generally. The process of circulation in a given country
is made up, on the one hand, of numerous isolated and simul-
taneous partial metamorphoses, sales (and purchases) running
parallel to each other in which each coin changes its position only
once, or performs only one act of circulation; on the other hand,
it is made up of many distinct series of metamorphoses, partly
running parallel, partly coalescing with each other, and in each of
these series each coin turns over a number of times. How often
each coin turns over varies according to the circumstances. Given
the total number of times’ all the circulating coins of one denomi-
nation turn over, we can arrive at the average number of times
a single coin turns over, or, in other words, the average velocity of
circulation of money. The quantity of money thrown into the pro-
cess of circulation at the beginning of each day is of course deter-
mined by the sum of the prices of all the commodities circulating
simultaneously and side by side. But within that process coins are,
so to speak, made responsible for each other. If one increases its
velocity of circulation, the other slows down or completely leaves
the sphere of circulation. This is because the sphere of circulation
can absorb only the amount of gold which, multiplied by the
average number of times its basic unit turns over, is -equal to the
sum of prices to be realized. Hence, if the number of acts of cir-
culation performed by the separate pieces increases, the total num-
ber of those pieces in circulation diminishes. If the number of acts
of circulation diminishes, the total number of pieces increases.
Since the quantity of money which can function as means .of cir-
culation is fixed for a given average velocity of circulation, one has
only to throw a given quantity of £1 notes into circulation in order
to extract the same number of sovereigns from it. This. trick is well
known to all banks. '
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Just as the circulation of money is in general merely a reflection
of the process of circulation of commodities, i.e. their circular path
through diametrically opposed metamorphoses, so too the velocity
of circulation of money is merely a reflection of the rapidity with
7 :which commodities change their forms, the continuous interlock-
-%--ing of the series of metamorphoses, the hurried nature of society’s
< -metabolic process, the quick disappearance of commodities from
‘the sphere of circulation, and their equally quick replacement by
- fresh commodities. In the velocity of circulation, therefore, there
- "rappears the fluid unity of the antithetical and complementary
-iphases, i.e. the transformation of the commodities from the form of
-~ utjlity into the form of value and their re-transformation in the
_:reverse direction, or the two processes of sale and purchase. In-
.versely, when the circulation of money slows down, the two pro-
..icesses become separated, they assert their independence and
<mutual antagonism; stagnation occurs in the changes of form,
~iand hence in the metabolic process. The circulation itself, of
~‘course, gives no clue to the origin of this stagnation it ‘merely
. “presents us with the phenomenon. Popular opinion is naturally
“inclined to attribute this phenomenon to a quantitative deficiency
“iin the circulating medium, since it sees money appear and dis-
- -appear less frequently at all points on the periphery of circulation,
""in proportion as the circulation of money slows down.?8

. The total quantity of money functioning during a given period
+as the circulating medium is determined on the one hand by the
“-sum of the prices of the commodities in circulation, and on the
_:uother hand by the rapidity of alternation of the antithetical pro-
‘i 28. ‘Money being . .. the common measure of buying and sellmg, every
--.body who hath anythmg to sell, and cannot procure chapmen for it, is pre-
.:sently apt to think, that want of money in the kmgdom or country, is the cause
‘why his goods do not go off ; and so, want of money is the common cry; which

""" s a great mistake . . . What do these people want, who cry out for money?. .
«The farmer complams . he thinks that were more money in the country, he
would have a price for his goods. Then it seems money is not his want, but a
«price for his corn and cattel, which he would sell, but cannot . . . Why cannot
.he get a price? . . . (1) Either there is too much corn and cattel i the country,
%so that most who come to market have need of selling, as he hath, and few of
buymg, or (2) there wants the usual vent abroad by transportation . . . :; or
~-.{3) the consumption fails, as when men, by reason of poverty, do not speud SO
~+much in their houses as formerly they did; wherefore it is not the increase of
.-~ ‘specific money, which would at all advance the farmer’s goods, but the removal
- -of any of these three causes, which do truly keep down the market . .. The

.~ 'merchant and shopkeeper want money in the same manner, that is, they want
¢ .-a yent for the goods they deal in, by reason that the marketsfail . . . [A nation]
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cesses of circulation. The proportion of the sum of the prices which
can on average be realized by each single coin depends on this
rapidity of alternation. But the sum of the prices of the commodi-
ties depends on the quantity, as well as on the price, of each kind
of commodity. These three factors, the movement of prices, the
.quantity of commodities in circulation, and the velocity of cir-
culation of money,.can all vary in various directions under differ-
ent conditions. Hence the sum of the prices to be realized, and
consequently the quantity of the circulating medium conditioned
by that sum, will vary with the very numerous variations of the
three factors in combination. Here we shall outline only the most
important variations in the history of commodity prices:

While prices remain constant, the quantity of the circulating
medium may increase owing to an increase in the number of com-
modities in circulation, or a decrease in the velocity of circulation
of money, or a combination of the two. On the other hand, the
quantity of the circulating medium may decrease with a decreasing
number of commodities, or with an increasing rapidity of circula-
tion. -

With a general rise in the prices of commodities, the quantity
of the circulating medium will remain constant, if the number of
commodities in circulation decreases proportionally to theincrease
in their prices, or if the velocity of monetary circulation increases
at the same rate as prices rise, the number -of commodities in cir-
culation remaining constant. The quantity of the circulating
‘medium may decrease, owing to a more rapid decrease in the
number of commodities, or to a more rapid increase in the velocity
of monetary circulation, in comparison with the fall in the prices of
commodities.

never thrives better, than when riches are tost from hand to hand’ (Sir Dudley
North, Discourses upon Trade, London, 1691, pp. 11-15 passim). Herren-
schwand’s fanciful notions* amount merely to this, that the contradictions
which arise from the nature of commodities, and therefore come to the sur-
face in their circulation, can be removed by increasing the amount of the med-
ium of circulation. It should be mentioned in passing that it by no means fol-
lows, from the fact that the popular ascription of stagnation in the processes of
production and circulation to an insufficiency of the circulating medium is a
delusion, that an actual shortage of the circulating medium resuiting from,
say, bungling government interference with the ‘regulation of currency’ may
not for its part give rise to stagnation.

*Jean Herrenschwand (1728-1812), Swiss economist, author of De
I'économie politique moderne, London, 1786, and De I'économie politique. et
morale de I'espéce humaine, London, 1796.
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. With a general fall in the prices of commodities, the quantity of
the circulating medium will remain constant, if the number of
.~¢ommodities increases proportionally to their fallin price, or if the
~¥elocity of monetary circulation decreases in the same proportion.
-The quantity of the circulating medium willincrease, if the number
wof commodities increases more quickly, or the rapidity of circu-
* Jation decreases more quickly, than the prices fall.
- The variations of the different factors may be mutually com-
rpensatory, so that notwithstanding their continued instability, the
sum of the prices to be realized and the quantity of money in cir-
.culation remains constant; consequently, we find, especially if we
—take long periods into consideration, that the quantity of money in
-‘circulation in each country diverges far less from its average level
: than we should at first sight have expected, with the exception of
'the violent perturbations which arise periodically, either from
/crises in production and commerce, or, morerarely, from changes
““in the value of money itself.
_; The law that the quantlty of the circulating medium is deter-
“mined by the sum of the prices of the commodities in circulation,
» and the average velocity of the circulation of money,2° may also
“"be stated as follows: given the sum of the values of commodities,
'and the average rapidity of their metamorphoses, the quantity of
“fiioney or of the material of money in circulation depends on its

'#7.29. ‘There is a certain measure and proportion of money requisite to drive
-~ the trade of a nation, more or less than which would prejudice the same. Just
:as there is a certain proportion of farthings necessary in a small retail trade,
ito change silver money, and to even such reckonings as cannot be adjusted
» with the smallest silver pieces ... Now, as the proportion of the number of
i farthings requisite in commerce is to be taken from the number of people, the
:+ftequency of their exchanges: as also, and principally, from the value of the
:smallest silver pieces of money; so in like manner, the proportion of money
:{gold and silver specie) requisite in our trade, is to be likewise taken from the
“frequency of commutations, and from the bigness of the payments’(William
"Petty, A Treatise of Taxes and Contributions, London, 1667, p. 17). Hume’s
:-theory* was defended against the attacks of J. Steuart and others. by-A:
“Young, in his Political Arithmetic, London, 1774, where there is a spécial
-chapter on this, entitled ‘Prices Depend on Quantity of Money’, pp. 112 fi.
I stated in Zur Kritik etc., p. 149 [English edition, p. 168], ‘He’ (Adam
E Smith) ‘quietly eliminates the question about the amount of ¢oin in circu]ation

*Hume’s theory, first advanced in Essays Moral, Political, and Literary,

: Part II, London, 1752, was that the prices of commodities depend on the

amount of money in circulation, rather than the amount of money in circu-

“-lation depending on the prices of commodities. It is criticized in detail in 4
- Contribution to the Critique o f Political Economy, pp. 160-64.



220 Commodities and Money

own value. The-illusion that it is, on the contrary, prices which are
determined by the quantity of the circulating medium, and that the
latter for its part depends on the amount of monetary material
which happens to be present in a country,3® had its roots in the
absurd hypothesis adopted by the original representatives of this
view.that commodities enter into the process of circulation without
a price, and money enters without a value, and that, once they
have entered circulation, an aliquot part of the medley of com-
modities is exchanged for an aliquot part of the heap of precious
metals.3!

by quite improperly regarding money as a simple commodity.’ This is only
true in so far as Adam Smith treats of money while developing his own
theories. Occasionally, however, for example in criticizing earlier systems of
political economy, he takes the correct view: ‘The quantity of coin in every
country is regulated by the value of the commodities which are to be circu-
lated by it ... The value of the goods annually bought and sold in any
country requires a certain quantity of money to circulate and distribute them
to their proper consumers, and can give employment to no more. The channel
of circulation necessarily draws to itself a sum sufficient to fill it, and never
admits any more’ (Wealth of Nations, Bk IV, Ch. 1). In similar fashion
Smith begins his work in the official manner with an.apotheosis of the division
of labour. Later on, in the last book, on the sources of the public revenue,*
he occasionally reproduces the denunciations of the division of labour made
by.histeacher, A. Ferguson.}

30. ‘The prices of things will certainly rise in every nation, as the gold and
silver increase amongst the people; and consequently, where the gold and
silver decrease in any nation, the prices of all things must fall proportionately
to such decrease of money’ (Jacob Vanderlint, Money Answers All Things,
London, 1734, p. 5). A close comparison of this book with Hume’s Essays
leaves not the slightest doubt in my mind that Hume knew and used Vander-
lint’s work, which is certainly an important one. The opinion that prices are
determined by the quantity of the circulating medium was also held by
Barbon and other much earlier writers. ‘No inconvenience,” says Vanderlint,
‘can arise by an unrestrained trade, but very great advantage; since, if the
cash of the nation be decreased by it, which prohibitions are designed to
prevent, those nations that get the cash will certainly find everything advance
in price, as the cash increases amongst them. And . . . our manufactures, and
everything else, will soon become so moderate as to turn the balance of trade
in our favour, and thereby fetch the money back again’ (op. cit., pp. 43, 44).

31. That each single kind of commodity, through its price, forms an element
in the sum of the prices of all the commodities in circulation, is self-evident.
But how mutually incommensurable use-values are to be exchanged, en masse,

l_*Bk V, Ch. 2, of the Wealth o f Nations is entitled “Of the Sources of the
General or Public Revenue of the Society’.

. 1 For Adam Ferguson’s denunciation of the division of labour, see below,
p. 474,
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Coin. The Symbol of Value

Money ‘takes the shape of coin. because of its function as the cir-
sulating medium. The weight of gold represented in the imagina-
yn by the prices or money-names of the commodities has to
cd'nfront those commodities, within circulation, as coins or pieces
old of the same denomination. The business of coining, like

R
‘the total sum of gold or silver in a country is quite incomprehensible. If we
n-perform the swindle of converting the world of commodities into one
smgle total commodity, of which each commaodity is merely an aliquot part,
‘arrive at this beautiful calculation: the total commodity = x cwt of gold;
odity A = an aliquot part of the total commodity = the same aliquot
t-of x cwt of gold. This is stated in all seriousness by Montesquieu: ‘If one
¢ompares the amount of gold and silver in-the world with the sum of the
- mmodxtles available, it is certain that each product or commodity, taken in
jation, could be compared with a certain portion of the total amount of
ney. Let us suppose that there is only one product, or commodity, in the
tld, or only one that can be purchased, and that it can be divided in the same
y as money: a certain part of this commodity would then correspond to a
1t of the total amount of money; half the total of the one would correspond
_to/half the total of the other, etc. . . . the determination of the prices of things
i alwéys depends, fundamentally, on the relation between the total amount of
1 ings and the total amount of their monetary symbols’ (Montesquieu, op.
; VYol. 3, pp. 12, 13), As to the further development of this theory by
“Ricardo and his disciples, James Mill, Lord Overstone and others, see Zur
Kritik, etc., pp. 140-46, and pp. 150 ff. [English edition, pp. 179-85 and 169-
,],_7] John Stuart Muill, with his usual eclectic logic, understands how to hold at
“tli¢’same time the view of his father, James Mill, and the opposite view. When
‘e compare the text of his compendium Principles of Political Economy with
“the:Preface to the firstedition, where he announces himself as the Adam Smith
" of his day, we do not know what we should be most astonished at, the naiveté
. of:the man or that of the public which accepted him in good faith as the new
Adam Smith, for he bedrs about as much resemblance to Adam Smith as
neral Williams ‘of Kars™* does to the Duke of Wellington. The original
earches of Mr J. S. Mill in the domain of political economy, which are
ther extensive nor profound, will all be found drawn up in neat and
sciplined columns in his little pamphlet Some Unsettled Questions of Political
ngconomy, which appeared in 1844. Locke expressly asserts that there-is a
':connectlon betweenthe absence of value in goldandsilver,andthe determma-.
‘tion of their value by their quantity. ‘ Mankind having consented to.put an
“imaginary value upon gold and silver ... the intrinsick value, regarded in
'these -metals, is nothing but the quantity’ (Some Considerations, etc., 1691, in
rks,ed. 1777, Vol. 2, p. 15).
Colonel Fenw1ck Williams (1800-83) was a British commissioner’ in
“charge of Turkish troops defending the fortress of Kars, in Armenia, in 1855,
sduring the Crimean War. The fortress fell to the Russians in November 1855,
ggbut Williams was made a General and a baronet for his defence of it.
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the establishing of a standard measure of prices, is an attnbute
proper to the state. The different national uniforms worn at homg*
by gold and silver as coins, but taken off again when they appear"
on the world market, demonstrate the separation between the
internal or national spheres of commodity circulation and its unj.:
versal sphere, the world market.

"The only difference, therefore, between coin and bullion lies i 111
their physical configuration, and gold can at any time pass from
one form to the other.3? For a coin, the road from the mint is also
the path to the melting pot. In the course of circulation, coins:
wear down, some to a greater extent, some to a lesser. The de-
nomination of the gold and its substance, the nominal content and:
the real content, begin to move apart. Coins of the same denomi-
nation become different in value, because they are different in
weight. The weight of gold fixed upon as the standard of prices
diverges from the weight which serves as the circulating medium,
and the latter thereby ceases to be a real equivalent of the com-
modities whose prices it realizes. The history of these difficulties
constitutes the history of the coinage throughout the Middle Ages
and in modern times down to the eighteenth century. The natural
and spontaneous tendency of the process of circulation to trans-
form the coin from its metallic existence as gold into the semblance
of gold, or to transform the coin into a symbol of its official
metallic content, is itself recognized by the most recent laws on
the degree of metal loss which demonetizes a gold coin, i,
renders it incapable of being circulated.

The fact that the circulation of money itself splits the nominal

32. It lies of course entirely beyond my purpose to deal with such details
as the seigniorage on minting. I will however cite agdinst the romantic syco--
phant Adam Miiller, who admires the ‘magnificent liberality’ with which
‘the English government coins for nothing’,* the following opinion of Sir
Dudley North: ‘Silver and gold, like other commodities, have their ebbings
and flowings. Upon the arrival of quantities from Spain . . . itis carried into
the Tower, and coined. Not long after there will come a demand for bullion
to be exported again. If there is none, but all happens to be in coin, what then?
Melt it down again; there’s no loss in it, for the coining costs the owner
nothing. Thus the nation has been abused, and made to pay for the twisting
of straw for asses to eat. If the merchant’ (North was himself one of the
biggest merchants at the time of Charles II) ‘were made to pay the price of
the coinage, he would not have sent his silver to the Tower without considera-
tion; and coined money would always keep a value above uncoined silver’
(North op. cit., p. 18).

*A.H. Muller, Die Elemente der Staatskunst, Part 2, Berlin, 1809, p. 280.
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‘content of coins away from their real content, dividing their
‘metallic existence from their functional existence, this fact implies
the latent possibility of replacing metallic money with tokens
‘made of some other material, i.e. symbols' which would perform
the function of coins. The technical obstacles to coining extremely
‘minute quantities of gold or silver, and the circumstance that at
‘first the less precious metal is used as a measure of value instead of
:the more precious, copper instead of silver, silver instead of gold,
‘and that the less precious circulates as money until dethroned by
;the more precious — these facts provide a historical explanation for
ithe role played by silver and copper tokens as substitutes for gold
‘coins. Silver and copper coins replace gold in those regions of the
-circulation of commodities where coins pass from hand to hand
‘most rapidly, and are therefore worn out most quickly. This hap-
pens where sales and' purchases on a very small scale recur un-
¢easingly. In order to prevent these satellites from establishing
-themselves permanently in the place of gold, the law determines
ithe very minute proportions in which alone they can be accepted
‘as- alternative payment. The particular tracks .pursued by the
different sorts of coin in circulation naturally run into each other.
‘Small change appears alongside gold for the payment of fractional
pparts of the smallest gold coin; gold constantly enters into retail
circulation, although it is just as constantly being thrown out
dgain by being exchanged with small change.33

»*The metallic content of silver and copper tokens is arbitrarily
determined by law. In the.course of circulation they wear down
even morerapidly than gold coins. Their function as coins is there-
fore in practice entirely independent of their weight, i.e. it is
independent of all value. In its form of existence as coin, gold be-
comes completely divorced from the substance of its value. Rela-
itively valueless objects, therefore, such as paper notes, can serve as

#4233, ‘If silver never exceed what is wanted for the smaller payments;: it
icannot be collected in sufficient quantities for the larger payments .. .:the
use of gold in the main payments necessarily implies also its use in the retail: °
trade: those who have gold coins offering them for small purchases, and-
Teceiving with the commodity purchased a balance of silver in return; by
‘which means the surplus of silver that would otherwise encumber the retail
dealer is drawn off and dispersed into general circulation. But if there is as:
‘much silver as will transact the small payments independent of gold, the
retail trader must then receive silver for small purchases; and it must of
necessity accumulate in his hands’ (David Buchanan, Inquiry into the Taxation
‘arid Commercial Policy of Great Britain, Edinburgh, 1844, pp. 248-9).



224 Commodities and Money

coins in place of gold. This purely symbolic character of the cur-
rency is still somewhat disguised in the case of metal tokens. In
paper money it stands out plainly. But 'we can see: everythlng
depends on the first step.

Here we are concerned only with inconvertible paper money
issued. by the state and given forced currency. This money
emerges directly out of the circulation of metallic money. Credit-
money on the other hand implies relations which are as yet totally
unknown, from the standpoint of the s1mp1e circulation of com-
modities. But it may be noted in passing that just as true paper
money arises out of the function of money as the circulating
medium, so does credit-money take root spontaneously in the func-
tion of money as the means of payment.34

Pieces of paper on which money-names are printed, such as £1,
£5, etc., are thrown into the circulation process from outside by
the state. In so far as they actually circulate in place of the same
amount of gold, their movement is simply a reflection of the laws
of monetary circulation itself. A law peculiar to the circulation of
paper money can only spring up from the proportion in which that
paper money represents gold. In simple terms the law referred to is
as follows: the issue of paper money must be restricted to the
quantity of gold (or silver) which would actually be in circulation,
and which is represented symbolically by the paper money. Now
it is true that the quantity of gold which can be absorbed by the
sphere of circulation constantly fluctuates above and below a cer-
tain average level. But despite this, the mass of the circulating

34, The financial mandarin Wan Mao-in took it into his head one day to
lay before the Son of Heaven a proposal which had the secret purpose of
transforming the assignats of the Chinese Empire into convertible banknotes.
The Committee on the assignats, in its report of April 1854, severely rebuked
him for this. Whether he also received the traditional thrashing with bamboo-
sticks is not stated. The concluding part of the report is as follows: ‘The
Committee has carefully examined his proposal and finds that it is entirely in
the interests of the merchants, and in no respect advantageous to the Crown’
(Arbeiten der Kaiserlich Russischen Gesandschaft zu Peking iiber China, aus
dem Russischen von Dr K. Abel und F. A. Mecklenburg, Erster Band,
Berlin, 1858, p. 54). In his evidence before the Committee of the House of
Lords on the Bank Acts, a governor of the Bank of England says, with regard
to the abrasion of gold coins in the course of their circulation: ‘Every year a
fresh class of sovereigns’ (this is not a political statement, for- ‘sovereign’ is
a name for the pound sterling) ‘becomes too light. The class which one year
passes with full weight, loses enough by wear and tear to draw the scales next
year against it > (House of Lords Committee, 1848, n. 429).



Money, or the Circulation of Commodities 225

- giedium in a given country never sinks below a certain minimum,
: wh1ch can be ascertained by experience. The fact that this mini-
*um mass contmually undergoes changes in its constituent parts,
“i5tthat the pieces of gold of which it consists are constantly being
“replaced by other pieces, naturally causes no change either in its
‘ramount or in the continuity with which it flows around the sphere
- of circulation. It-can therefore be replaced by paper symbols. If
" tiowever all the channels of circulation were today filled with
paper money to the full extent of their- capacny for absorbing
money, they might the next day be over-full owing to the fluctua-
‘tions in the circulation of commodities. There would no longer be
- gy standard. If the paper money exceeds its proper limit, i.e. the
. amount in gold coins of the same denomination which could have
been in circulation, then, quite apart from the danger of becoming

-gniversally discredited, it will still represent within the world of
“¢ommodities only that quantity of gold which is fixed by its im-
“manent laws. No greater quantity is capable of being represented.
“If'the quantity of paper moneyrepresentstwice the amount of gold

- available, then in practice £1 will be the money-name not of } of
-anounce of gold, but  of an ounce. The effect is the same as if an
alteratron had taken place in the function of gold as the standard of
_prices. The values prevrously expressed by the price of £1 would
~iiow be expressed by the price of £2.

":Paper money is a symbol of gold, a symbol of money. Its rela-
t10n to the values of commodities consists only in this: they find
iMaginary expression in certain quantities of gold, and the same

.quantities are symbolically and physically represented by the
paper. Only in so far as paper money represents gold, which like all
other commodities has value, is ita symbol of value.3*

Flnally, one may ask why gold is capable of being replaced by

"°35. The following passage from Fullarton shows how unclear even the best
" writers on money are about its different functions: ‘That, as far as concerns
* our domestic exchanges, all the monetary functions which are usually pers

formed by gold and silver coins, may be performed as effectually by a ciré;r';'a-

"1ation of inconvertible notes, having no value but that factitious and ¢on=
vermonal value . . . they derive from the law, is a fact which admits, Iconceive;
" of no denial. Value of this description may be made to answer all the purposes’
- of intrinsic value, and supersede even the necessity for a standard, provided
only the quantity of issues be kept under due limitation> (Fullarton, Regula-
tion of Currencies, 2nd edn, London, 1845, p. 21). In other words, because the

“money commodity is capable of being replaced in circulation by mere symbols
of value, it is superfluous as a measure of value and a standard of prices!
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valueless symbols of itself. As we have already seen, it'is capable
of being replaced in this way only if its function as coin or circulat-
ing medium can be singled out or rendered independent. Now this
function of being the circulating medium does not attain an
independent position as far as the individual gold coins are con-
cerned, although that independent position does appear in the case
of the continued circulation of abraded coins. A piece of money is
a mere coin, or means of circulation, only as long as it is actually
in circulation. But what is not valid for the individual gold coin is
valid for that minimum mass of gold which is capable of being re-
placed by paper money. That mass constantly haunts the sphere of
circulation, continually functions as a circulating medium, and
therefore exists exclusively as the bearer of this function. Its move-
ment therefore represents nothing but the continued alternation of
‘the inverse phases of the metamorphosis C-M-C, phases in which
the commodity’s shape as a value confronts it only to disappear
again immediately. The presentation of the exchange-value of a
commodity as an independent entity is here only a transient aspect
of the process. The commodity is immediately replaced again by
another commodity. Hence in this process which continually
makes money pass from hand to hand, it only needs to lead a
symbolic existence. Its functional existence so to speak absorbs its
material existence. Since it is a transiently objectified reflection of
the prices of commodities, it serves only as a symbol of itself, and
can therefore be replaced by another symbol.3®¢ One thing is
necessary, however: the symbol of money must have its own ob-
jective social validity. The paper acquires this by itsforced currency.
The state’s compulsion can only be of any effect within that in-
ternal sphere of circulation which is circumscribed by the bound-
aries of a given community, but it is also only within that sphere
that money is completely absorbed in its function as medium of
circulation, and is therefore able to receive, in the form of paper

36. From the fact that gold and silver themselves become their own symbols,
in so far as they are coins, i.e. exclusively have the function of the medium of
circulation, Nicholas Barbon deduces the right of governments ‘to raise
money’, i.e. to give-to the quantity of silver called a shilling the name of a
greater quantity, such as a crown, and so to pay back shillings to creditors
instead of crowns. ‘Money does wear and grow lighter by often telling over
... It is the denomination and currency of the money that men regard in
bargaining, and not the quantity of silver ... *Tis the public authority upon
themetalthat makesit money’ (N. Barbon, op. cit., p. 29, 30, 25).
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’ ,r_ﬁbney, a purely functional mode of existence in which it is ex-
*.térnally separated from its metallic substance.

"3 MONEY

The commodity which functions as a measure of value and there-
fore also as the medium of circulation, either in its own body or
: through a representative, is money. Gold (or silver) is therefore
:.money. It functions as money, on the one hand, when it has to
“appear in person as gold. It is then the money commodity, neither
- merely ideal, as when it is the measure of value, nor capable of
~-being represented, as when it is the medium of circulation. On the
~~ other hand, it also functions as money when its function, whether
performed in person or by a representatlve, causes it to be fixed as
-the sole form of value, or, in other words, as the only adequate
form of existence of exchange value in the face of all the other
.‘¢ommodities, here playing the role of use-values pure and simple.

lb (a) Hoarding

The continuous circular movement of the two antithetical meta-

.morphoses of commodities, or the repeated alternating flow of

~r§ale and purchase, is reflected in the unceasing turnover of

_smoney, in the function it performs of a per petuum mobile of cir-

--culation. But as soon as the series of metamorphoses is inter-
rupted, as soon as sales are not supplemented by subsequent pur-

. .chases, money is immobilized. In other words, it is transformed, as
Borsgulllebert says, irorn ‘meuble’ into tmmeuble ,¥ from' coin
mto money.

““When the circulation of commodities first develops, there also
develops the necessity and the passionate desire to hold fast to the
product of the first metamorphosis. This product is the trans~
- formed shape of the comrnodrty, or its gold chrysalis.?’ Com-’v
- modities are thus sold not in order to buy commodities, but m

. 3. ‘Monetary wealth is nothing but . . wealth in products, transformed
mto money’ (Mercier de la Rivitre, op. cn p. 573). ‘A value in the form of a
product has merely changed its form’ (ibid., p. 486).

. * From movable into immovable. (Boisguillebert, Le Détail de la France, in
- Economistes financiers du XV Ille siécle, ed. E. Daire, Paris, 1843, p. 213.)
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order to replace their commodity-form by their money-form.
Instead of being merely a way of mediating the metabolic pro-
cess [Stoffwechsel), this change of form becomes an end in itself.
The form of the commodity in which it is divested of content
is prevented from functioning as its absolutely alienable form,
or even as its merely transient money-form. The money is petrified
into a hoard, and the seller of commodities becomes a hoarder of
money.

In the very beginnings of the circulation of commodities, it is
only the excess amounts of use-value which are converted into
money. Gold and silver thus become of themselves social expres-
sions for superfluity or wealth. This naive form of hoarding is per-
petuated among those peoples whose traditional mode of pro-
duction, aimed at fulfilling their own requirements, corresponds to
a fixed and limited range of needs. This is true of the Asiatics, par-
ticularly the Indians. Vanderlint, who imagines that the prices of
commodities in a country are determined by the quantity of gold
and silver to be found in it, asks himself why Indian commodities
are so cheap. Answer: because the Indians bury their money.
From 1602 to 1734, he remarks, they buried 150 million pounds
worth of silver, which originally came from America to Europe.38
From 1856 to 1866, in other words in ten years, England exported
to India (and China, but most of the metal exported to China
flows back again to India) £120,000,000 in silver, which had been
received in exchange for Australian gold.

With more developed commodity production, every producer is
compelled to secure for himself the nexus rerum,* the ‘social
pledge’.3® His needs are ceaselessly renewed, and necessitate the
continual purchase of other people’s commodities, whereas the
production and sale of his own commodity costs time and is sub-
ject to various accidents. In order then to be able to buy without
selling, he must have sold previously without buying. This opera-
tion, conducted on a general scale, seems to involve a self-
contradiction. But at the sources of their production the precious
metals are directly exchanged for other commodities. And here we
have sales (by the owners of commodities) without purchases (by

38. “’Tis by this practice they keep all their goods and manufactures at
suchlow rates’ (Vanderlint, op. cit., pp. 95-6).

39. ‘Money ... is a pledge’ (John Bellers, Essays about the Poor, Manu-
factures, Trade, Plantations, and Immorality, London, 1699, p. 13)

*In Roman law, the obligation of the debtor to the creditor.
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“sthe owners of gold or silver).*® And later sales, again without sub-
~sequent purchases, merely bring about a further distribution of
:the precious metals among all the owners of commodities. In this
"way, hoards of gold and silver of the most various sizes are piled
_up at all the points of commercial intercourse. With the possibility
-of.keeping hold of the commodity as exchange-value, or exchange-
value as a commodity, the lust for gold awakens. With the exten- -
.sion of commodity circulation there is an increase in the power of
“money, that absolutely social form of wealth which is always
:ready to be used. ‘Gold is a wonderful thing! Its owner is master
‘of all he desires. Gold can even enable souls to enter Paradise’
“{(Columbus, in his letter from Jamaica, 1503). Since money does
not reveal what has been transformed into it, everything, com-
‘modity or not, is convertible into money. Everything becomes
“saleable and purchaseable. Circulation becomes the great social
_fetort into which everything is thrown, to come out again as the
‘money crystal. Nothing is immune from this alchemy, the bones
“of 'the saints cannot withstand it, let alone more delicate res
sacrosanctae, extra commercium hominum.**! Just as in money
-every qualitative difference between commodities is extinguished,
'so too for its part, as a radical leveller, it extinguishes all distinc-
“tions.*2? But money is itself a commodity, an external object

-40. A purchase, in the strict sense, implies that gold and silver are already
,the transformed shape of commodities, in other words the product of a sale.
'41. Henry 1II, roi trés chrétien,* robbed monasteries etc. of their relics
and turned them into money. It is well know what part the despoiling of the
‘Delphic temple by the Phocianst played in the history of Greece. Among the
“ancients, temples served as the dwellings of the gods of' commodities. They
were ‘sacred banks’. With the Phoenicians, a trading people par excellence,
-.money was the transmuted shape of everything. It was, therefore, quite in
order that the virgins who at the feast of the goddess of love gave themselves
to strangers should offer to the goddess the piece of money they received ir
payment.
42. ‘Gold? yellow, gllttermg, precious gold? .
Thus much of this, will make black, whlte f oul, fair;
Wrong, right; base, noble; old, young; coward, valiant.
. What this, you gods? Why, this
Wll] lug your prlests and servants from your sides,
Pluck stout men’s pillows from below their heads;

*¢Most Christian King’. The official title of the kings of France.
- TIn 457 B.c. the Phocians, in alliance with Athens, seized Delphi.

*‘Consecrated objects, beyond human commerce.’ In this case, the Phoeni-
_-Cian virgins.
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capable of becoming the private property of any individual. Thus *
the social power becomes the private power of private persons. -
Ancient society therefore denounced it as tending to destroy the *
economic and moral order.** Modern society, which already in its -
infancy had pulled Pluto by the hair of his head from the bowels of .
the earth,** greets gold as its Holy Grail, as the glittering incar- :
nation of its innermost principle of life.
The commodity, as a use-value, satisfies a particular need and
forms a particular element of material wealth. But the value of a
commodity measures the degree of its attractiveness for all other :
elements of material wealth, and therefore measures the social
wealth of its owner. To the simple owner of commodities among
the barbarians, and even to the peasant of Western Europe, value
is inseparable from the value-form, hence an increase in his hoard
of gold and silver is an increase in value. It is true that the value of
money varies, whether as a result of a variation in its own value,
or of a change in the values of commodities. But this on the one
hand doesnot prevent 200 ounces of gold from continuing to con-
tain more value than 100 ounces, nor on the other hand does it
prevent the metallic natural form of this object from continuing to
be the universal equivalent form of all other commodities, and the
directly social incarnation of all human labour. The hoarding drive
is boundless in its nature. Qualitatively or formally considered, .
money is independent of all limits, that is it is the universal repre-
sentative of material wealth because it is directly convertible into

This yellow slave

Will knit and break religions; bless the accursed;

Make the hoar leprosy adored; place thieves,

And give them title, knee and approbation,

With senators on the bench; this is it,

That' makes the wappen’d widow wed again: .

... Come damned earth,

Thou common whore of mankind.’ .
) (Shakespeare, Timon of Athens, Act 4, Scene 3)

43. ‘Nothing so evil as money ever grew to be current amongmen. This lays
cities low, this drives men from their homes, this trains and warps honest
souls till they set themselves to works of shame; this still teaches folk to
practise villanies, and to know every godless deed’ (Sophocles, Antigone).*

44, ‘Avarice hopes to drag Pluto himself out of the bowels of the earth’
(Athenaeus, Deipnosophistae).t

*Lines 295 to 301, pp. 64-5 of the edition by Sir R. Jebb, Sophocles, the
Plays and Fragments, Part I11, The Antigone, Cambridge, 1928, .

1Bk VI, para. 233.
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-;any other commodlty But at the same time every actual sum of
“money is limited in amount, and therefore has only a limited
sefficacy as a means of purchase. This contradiction between the
-quantitative limitation and the qualitative lack of limitation of
:money keeps drrvmg the hoarder back to his Sisyphean task:
‘accumulation. He is in the same situation as a world conqueror,
""‘v'irho discovers a new boundary with each country he annexes.
- In order that gold may be held as money, and made to form a
hoard it must be prevented from circulating, or from dissolving
-into the means of purchasing enjoyment. The hoarder therefore
sacrifices the lusts of his flesh to the fetish of gold. He takes the
:gospel of abstinence very seriously. On the other hand, he cannot
~withdraw any more from circulation, in the shape of money, than
-he has thrown into it, in the shape of commodities. The.more he
wproduces, the more he can sell. Work, thrift and greed are there-
fore his three cardinal vrrtues and to sell much and buy little is the
sum of his political economy.*
+~. Alongside the direct form of the hoard there runs its aesthetic
.form, the possession of commodities made out of gold and silver.
. This grows with the wealth of civil society. ‘Let us be rich, or let
sus appear rich’ (Diderot). In this way there is formed, on the one
~hand, a constantly extending market for gold and silver which is
-independent of their monetary functions, and on the other hand a
‘latent source of monetary inflow which is used particularly in
-periods of social disturbance.
" Hoarding serves various purposes in an economy where metallic
“circulation prevails. Its first function arises out of the conditions of
. the circulation of gold and silver coins. We have seen how, owing
*to the continual fluctuations in the extent and rapidity of the cir-
“culation of commodities and in their prices, the quantity of money
.in circulation unceasingly ebbs and flows. This quantity must
¢ therefore be capable of expansion and contraction. At one time
~money must be attracted as coin, at another time coin must be
repelled as money. In order that the mass of money actually in_
- circulation may always correspond to the saturation level of ‘the"
sphere of circulation, it is necessary for the quantity of gold and
«-silver available in a country to be greater than the quantity

45. ‘These are the pivots around which all the measures of political economy
~turn: the maximum possible increase in the number of sellers of each com- .
modity, and the maximum possible decrease in the number of buyers’ (Verri,

.-0p. Cit., pp. 52-3).
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required to function as coin. The reserves created by hoarding
serve as channels through which money may flow in and out
of circulation, so that the circulation itself never overflows its
banks.*®

(b) Means of Payment

In the direct form of commodity circulation hitherto considered,
we found a given value always presented to us in a double shape,
as a commodity at one pole, and money at the opposite pole. The
owners of commodities therefore came into contact as the repre-
sentatives of equivalents which were already available to each of
them. But with the development of circulation, conditions arise
under which the alienation of the commodity becomes separated
by an interval of time from the realization of its price.* It will be
sufficient to indicate the most simple of these conditions. One sort
of commodity requires a longer, another a shorter time for its
production. The production of different commodities depends on
different seasons of the year. One commodity may be born in the
market place, another must travel to a distant market. One com-
modity-owner may therefore step forth as a seller before the other
is ready to buy. When the same transactions are continually
repeated between the same persons, the conditions of sale are
regulated according to the conditions of production. On the other

, .
46. “There is required for carrying on the trade of the nation a determinate
sum of specifick money, which varies, and is sometimes more, sometimes less,
as the circumstances we are in require . . . This ebbing and flowing of money
supplies and accommodates itself, without any aid of Politicians ... The
buckets work alternately; when money is scarce,- bullion is coined; when
bullion is scarce, money is melted’ (Sir D. North, op. cit., postscript, p. 3).
John Stuart Mill, who was for a long time an official of the East India Com-
pany, confirms that in Indiasilver ornaments still continue to perform directly
the functions of a hoard: ‘Silver ornaments are brought out and coined when
there is a high rate of interest, and go back again when the rate of interest
falls’ (J. S. Mill’s evidence, in Report from the Select Committee on the Bank
Acts, 1857, n. 2084, 2101). According to a parliamentary document of 1864
on the gold and silver import and export of India,* the import of gold and
silver in 1863 exceeded the export by £19,367,764. During the eight years up
to 1864, theexcess of imports over exports of the precious metals amounted to
£109,652,917. During this century far more than £200,000,000 has been
. coined in India. -
* East India (Bullion). Return to the House of Commons, 8 February 1864.

*The commodity can be alienated, that is it can leave the hands of the seller,
before it is sold, which happens when its price is paid over.
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and, the use of certain kinds of commodity (houses, for instance)
'sold for a definite period. Only after the lease has expired has the
‘buyer actually received the use-value of the commodity. He there-
fore-buys it before he pays for it. The seller sells an existing com-
odity, the buyer buys as the mere representative of money, or
*sather as the representative of future money. The seller becomes a
- “¢reditor, the buyer becomes a debtor. Since the metamorphosis of

~commodities, or the development of their form of value, has un-
~dergone a change here, money receives a new function as well. It
; {becomes the means of payment.*?

.-The role of creditor or of debtor results here from the simple
-—,.xclrculatlon of commodities. The change in its form impresses this
~“new stamp on seller and buyer. At first, therefore, these new roles
:“are just as transient as those of seller and buyer, and are played
alternately by the same actors. Nevertheless, this opposition now
oks less pleasant from the very outset, and it is capable of a more
gid crystallization.*® However, the same characteristics can
L emerge independently of the circulation of commodities. The class
_sstriggle in the ancient world, for instance, took the form mainly
“of a contest between debtors and creditors, and ended in Rome

“with the ruin of the plebeian debtors, who were replaced by slaves.
4n the Middle Ages the contest ended with the ruin of the feudal,
*debtors, who lost their political power together with its economic
;basis. Here, indeed, the money-form - and the relation between
=creditor and debtor does have the form of a money-relation — was
-zonly the reflection of an antagonism which lay deeper, at the level
I of the economic conditions of existence.
¢ Let us return to the sphere of circulation. The two equ1valents,

commodmes and money, have ceased to appear simultaneously at
the two poles of the process of sale. The money functions now,

S

" 47.[Note by Engels to the fourth German edition:] Luther distinguishes
between money as means of purchase and means of payment: ‘You have
-“caused me to suffer two-fold damage, because 1 cannot pay on the one hand
.“and cannot buy on the other’ (Martin Luther, 4n die Pfarrherrn, wxder den
Wucher zu predigen, Wittenberg, 1540 [without pagination]).*

.~ 48. The following shows the relations existing between debtors and credltors
#among English traders at the beginning of the eighteenth century: ‘Such a
= spirit of cruelty reigns here in England among the men of trade, that is not: to

- 'be met with in any other society of men, nor in any other kingdom of the world®
“(AnEssay on Credit andthe Bankrupt Act, London, 1707, p. 2).
<+ *This passage occurs in the context of an attack on the theory that interest
-:could be taken in compensation for the loss of an opportunity on the part of
.- the lender to buy something with the money loaned. Cf. Theories.of Surplus-
" Value, Part I, p. 535.
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first as a measure of value in the determination of the price of the
commodity sold; the price fixed by contract measures the obti-
gation of the buyer, i.e. the sum of money he owes at a particular
time. Secondly itserves as a nominal means of purchase. Although
existing only in the promise of the buyer to pay, it causes the com-
modity to change hands. Not until payment falls due does the
means of payment actually step into circulation, i.e. leave the hand
of the buyer for that of the seller. The circulating medium was
transformed into a hoard because the process stopped short after
the first phase, because the converted shape of the commodity was
withdrawn from circulation. The means of payment enters cir-
culation, but only after the commodity has already left it. The
money no longer mediates the process. It brings it to an end by
emerging independently, as the absolute form of existence of
exchange-value, in other words the universal commodity. The
seller turned his commodity into money in order to satisfy some
need; the hoarder in order to preserve the monetary form of his
commodity,and the indebted purchaser in order to be able to pay.
If he does not pay, his goods will be sold compulsorily. The
value-form of the commodity, money, has now become the
self-sufficient purpose of the sale, owing to a ‘social necessity
springing from the conditions of the process of circulation itself.

The buyer converts money back into commodities before he
‘has turned commodities into money: in other words, he achieves
the second metamorphosis of commodities before the first. The
seller’s commodity circulates, and realizes its price, but only as a
title to money in civil law. It is converted into a use-value before
it has been converted into money. The completion of its first
metamorphosis occurs only subsequently.*?

The obligations falling due within a given period of the circu-
lation process represent the sum of the prices of the commodities

49. The reason why I take no notice in the text of an opposite form will
be seen from the following quotation from my book which appeared in 1859:
‘Conversely, in the transaction M—C, money as a real means of purchase may
be alienated, thus realizing the price of the commodity before the use-value
of the money is realized, or before the commodity is handed over. This
happens, for instance, in the well-known form of advance-payment. Or in the
form of payment used by the English government to buy opium from Indian
1yots . . . In these cases, however, money functions only in the familiar form
of means of purchase ... Of course capital, too, is advanced in the form of
money . . . but this aspect does not lie within the scope of simple circulation’
(Zur Kritik, etc., pp. 119, 120) [English edition, p. 140 and n.].
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.+ whose sale gave rise to those obligations. The quantity of money
7 pecessary to realize this sum depends in the first instance on the
rapidity of circulation of the means of payment. The quantity is
--conditioned by two factors: first, the way in which relations be-
. tween creditors and debtors interlock, as ' when A receives money
. from B, who is in debt to him, and then pays it out to his creditor
*C; and second, the length of time between the different days in
which the obligations fall due. The chain of payments, or retarded
first metamorphoses, which participate in the process, is essentially
different from that intertwining of the series of metamorphoses
considered earlier. The flow of the circulating medium does not
.- merely express the connection between buyers and sellers: the con-
“+: npection itself arises within, and exists through, the circulation of
money. The movement of the means of payment, however,
.expresses a social connection which was already present in-
“ - dependently.
.- The fact that sales take place simultaneously and side by side
. - limits the extent to which the rapidity of turnover can make up for
-the quantity of currency available. On the other hand, this fact
gives a new impulse towards the economical use of the means of
payment. With the concentration of payments in one place,
“special institutions and methods of liquidation develop spon-
taneously. For instance, the virements* in medieval Lyons. The
debts due to A from B, to B from C, to C from A, and so on,
“have only to be brought face to face in order to cancel each other
' -but, to a certain extent, as positive and negative amounts. There
.- ~remains only a single debit balance to be settled. The greater ‘the
- concentration of the payments, the less is this balance in relation
“to'the total amount, hence the less is the mass of the means of pay-
- mentin circulation.
* There is a contradiction immanent in the function of money as
,_he means of payment. When the payments balance each other,
: money functions only nominally, as money of account, as.a
‘measure of value. But when' actual payments have to be made, :
- ‘money does not come onto the scene as a mrculatmg medium, in’
“.its merely transient form of an intermediary in the social metabol-
-ism, but as the individual incarnation of social labour, the ins
~'dependent presence of exchange-value, the universal commodity;ff.,

eT Clearing-houses’.
‘tMarx gave a slightly different, but illuminating, formulatlon of, thls
rather difficult idea in the original draft of Zur Kritik der Politischen Okono-
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This contradiction bursts forth in that aspect of an industrial and
commercial crisis which is known as a monetary crisis.’® Such a
crisis occurs only where the ongoing chain of payments has been
fully-developed, along with an artificial system for settling them.
Whenever there is a general disturbance of the mechanism, no
matter-what its cause, money suddenly and immediately changes
over from its merely nominal shape, money of account, into hard
cash. Profane commodities can no longer replace it. The use-value
of commodities becomes valueless, and their value vanishes in the
face of their own form of value.. The bourgeois, drunk with pros-
perity and arrogantly certain of himself, has just declared that
money is a purely imaginary creation. ‘Commodities alone are
money,’ he said. But now the opposite cry resounds over the
markets of the world: only money is a commodity. As the hart
pants after fresh water, so pants his soul after money, the only
wealth.5! In a crisis, the antithesis between commodities and their
value-form, money, is raised to the level of an absolute contradic-
tion. Hence money’s form of appearance is here also a matter of
indifference. The monetary famine remains whether payments

50.[Note by Engels to the third German edition:] The monetary crisis,
defined in the text as a particular phase of every general industrial and com-
mercial crisis, must be clearly distinguished from the special sort of crisis,
also called a monetary crisis, which may appear independently of the rest,
and only affects industry and commerce by its backwash. The pivot of these
crises is to be found in money capital, and their immediate sphere of impact is
therefore banking, the stock exchange and finance.

51. ‘This sudden transformation of the credit system into a monetary
system adds theoretical dismay to the actually existing panic, and the agents
of the circulation process are overawed by the impenetrable mystery sur-
rounding their own relations’ (Karl Marx, Zur Kritik, etc., p. 126) [English
edition, p. 146). ‘The poor stand still, because the rich have no money to
employ them, though they have the same land and hands to provide victuals
and clothes, as ever they had; . .. which is the true Riches of a Nation, and
not the money’ (John Bellers, Proposals for Raising a Colledge of Industry,
London, 1696, pp. 3-4).

mie: ‘In times of actual monetary crisis, a contradiction appears which is
immanent in the development of money as universal means of payment. It
is not required as measure; nor as coin .. .; but as exchange value become
independent, as the physically available universal equivalent, as the material-
ization of abstract wealth, in short, entirely in the form in which it is the
object of actual hoarding, as money’ (Grundrisse der Kritik der politischen
Okonomie,Heft B. Berlin, 1953, p. 876).
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have to be made in gold or in credit-money, such as bank-notes.52
... . If we now consider the total amount of money in circulation
¢. - during a given period, we find that, for any given turnover rate of
i “theé medium of circulation and the means of payment, it is equal to
" the sum of prices to be realized, plus the sum of the payments
u..-falling ‘due, minus the payments which balance each other out,
‘and, finally, minus the number of circuits in which the same piece
" "of coin serves alternately as medium of circulation and means of
-payment. The farmer, for example, sells his wheat for £2, and this
___money serves thus as the medium of circulation. On the day when
" the payment falls due, he uses it to pay for linen which the weaver
““has delivered. The same £2 now serves as the means of payment.
~-The weaver now buys a Bible for cash. This serves again as the
.medium of circulation, and so on. Therefore, even when prices, .
- speed of monetary circulation and economies in the use of the
“means of payment are given, the quantity of money in circulation
- ‘nolonger corresponds with the mass of commaodities in circulation
.¢during a given period, such as a day. Money which represents com-
-+ modities long since withdrawn from circulation continues to cir-
~ .culate. Commodities circulate, but their equivalent in money does
_“not appear until some future date. Moreover, the debts contracted
" each day, and the payments falling due on the same day, are en-
ely incommensurable magnitudes.33

. . 52. The following shows how such occasions are exploited by the ‘friends
. “of commerce’: ‘On one occasion (1839) an old, grasping banker (in the city)
. .-in"his private room raised the lid of the desk he sat over, and displayed to a
-~ . friend rolls of bank-notes, saying with intense glee there were £600,000 of
hem, they were held to make money tight, and would all be let out after three
o’¢clock on the sanie day’ (The Theory of Exchange. The Bank Charter Act of
1844, London, 1864, p. 81) [by H. Roy]. The Observer, a semi-official govern-
ment organ, remarked on 24 April 1864: ‘Some very curious rumours: are
current of the means which have been resorted to in order to create a scarcity
of bank-notes . . . Questionable as it would seem, to suppose that any trick
: of the kind would be adopted, the report has been so universal that it really
-“deserves mention.’ s
.. 7 53, “The amount of purchases or contracts entered upon during the co‘
- of any glven day, will not affect the quantity of money afloat on that particular
g day, but, in the vast majority of cases, will resolve themselves into multi-

farlous drafts upon the quantity of money which'may be afloat at subsequent
dates more or less distant . . . The bills granted or credits opened, today; need
have no resemblance whatever either in quantity, amount, or duration, to
hose granted or entered upon tomorrow or next day; nay, many of today’s
bills, and credits, when due, fall in with a mass of liabilities whose origins
traverse a range of antecedent dates altogether indefinite, bills at 12, 6, 3
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Credit-money springs directly out of the function of money as a
means of payment, in that certificates of debts owing for already
purchased commodities themselves circulate for the purpose of
transferring those debts to others. On the other hand, the function
of money as a means of payment undergoes expansion in propor-
tion asthe system of credititself expands. As the means of payment
money takes on its own peculiar forms of existence, in which it
inhabits the sphere of large-scale commercial transactions. Gold
and silver coin, on the other hand, are mostly relegated to the
sphere of retail trade. >4

When the production of commodities has attained a certain
level and extent, the function of money as means of payment be-
gins to spread out beyond the sphere of the circulation of com-
modities. It becomes the universal material of contracts.>> Rent,
taxes and so on are transformed from payments in kind to pay-
ments in money. The great extent to which this transformation is
conditioned by the total shape of the process of production is
shown for example by the twice-repeated failure of the Roman

months or 1 often aggregating together to swell the common liabilities of one
particular day ...’ (The Currency Theory Reviewed: A Letter to the Scotch
People. By a Banker in England, Edinburgh, 1845, pp. 29, 30 passim).

54. As an example of how little real money enters into true commercial
operations, I give below a statement by one of the largest London merchant
banks (Morrison, Dillon & Co.) of its yearly receipts and payments. Its trans-
actions during the year 1856, extending in fact to many millions of pounds,
are here reduced to the scale of one million.

Receipts Payments
Bankers’ and merchants’ bills Bills payable after date £302,674
payable after date £533,596
Cheques on bankers, etc., ) Cheques on London
payable on demand £357,715 bankers £663,672
Country notes £9,627 Bank of England notes £22,743
Bank of England notes £68,554 Gold £9,427
Gold £28,089  Silver and copper £1,484
Silver and copper £1,486
Post Office orders £933
Total: £1,000,000 Total: £1,000,000

(Report from the Select Committee on the Bank Acts, July 1858, p. 1xxi)

55. ‘The course of trade being thus turned, from exchanging of goods for
goods, or delivering and taking,-to selling and paying, all the bargains ...
are now stated upon the foot of a Price in money’ ([Daniel Defoe}, An Essay
upon Publick Credit, 3rd edn, London, 1710, p. 8).
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Empire to levy all contributions in money. The unspeakable
misery of the French agricultural population under Louis XIV, a
misery so eloquently denounced by Boisguillebert, Marshall
Vauban and others, was due not only to the weight of the taxes
but also to the conversion of taxes in kind into taxes in money.3°
In Asia, on the other hand, the form of ground rent paid in kind,
which is at the same time the main element in state taxation, is
based on relations of production which reproduce themselves with
the immutability of natural conditions. And this mode of pay-
ment in its turn acts to maintain the ancient form of production.
It forms one of the secrets of the self-preservation of the Ottoman
Empire. If the foreign trade imposed on Japan by Europe brings
with it the transformation of rents in kind into money rents, then
the exemplary agriculture of that country will be done for. Its
narrowly based economicconditions of existence will be sweptaway.

In every country, certain days become established as the dates
on which general settlements are made. They depend in part,
leaving aside other circular movements described by reproductjon,
upon the natural conditions of production, which are bound up
withthe alternation of the seasons. They also regulate the datesfor
payments which have no direct connection with the circulation of
commodities, such as taxes, rents and so on. The fact that the
quantity of money required to make these isolated payments over
the whole surface of society falls due on certain days of the year
causes periodic, but entirely superficial, perturbations in the
economy of the means of payment.5? From the law of the rapidity

56. ‘Money .. has become the executioner of everything.’ Finance is ‘the
alembic in which a frightful quantity of goods and commodities has been
distilled in order to extract that unholy essence.’ ‘Money declares war on the
whole of humanity’ (Boisguillebert, Dissertation sur la nature des richesses,
de l'argent et des tributs, ed. Daire, Economistes financiers, Parls, 1843
Vol. 1, pp. 413,419,417,418). e

s7. ‘On Whitsuntide, 1824,” said Mr Craig before the Commons Committee
of 1826, ‘there was such an immense demand for notes upon the banks.of"
Edinburgh, that by 11 o’clock we had not a note left in our custody. W.eisqr_;t
round to all the different banks to borrow, but could not get them, and many
of the transactions were adjusted by shps of paper only; yet by three o’clock
the whole of the notes were returned into the banks from which they- had
issued! It was a mere transfer from hand to hand. Although the average
effective circulation of bank-notes in Scotland is less than £3m., yet.on
certain settlement days in the year every single note in the possession of.the
bankers, amounting altogether to about £7m., is called into activity. On these
occasions the notes have a single and specific function to perform, and as
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of circulation of the means of payment, it follows that the quantity
of the means of payment required for all periodic payments, what-
ever their source, is in direct* proportion to the length of the
periods.58 '

The development of money as a means of payment makes it
necessary to accumulate it in preparation for the days when the
sums which are owing fall due. While hoarding, considered as an
independent form of self-enrichment, vanishes with the advance of
bourgeois society [die biirgerliche Gesellschaft], it grows at the same
time in the form of the accumulation of a reserve fund of the means
of payment.

(c) World Money

When money leaves the domestic sphere of circulation it loses
the local functions it has acquired there, as the standard of prices,
coin, and small change, and as a symbol of value, and falls back
into its original form as precious metal in the shape of bullion. In
world trade, commodities develop their value universally. Their
independent value-form thus confronts them here too as world
money. It is in the world market that money first functions to its

soon as they have performed it they flow back into-the various banks from
which they issued. (See John Fullarton, Regulation of Currencies, London,
1845, p. 86, note.) In explanation it should be added that in Scotland, at the
time of Fullarton’s work, notes and not cheques were used to withdraw
deposits.

'58. To the question ‘if there were occasion to raise 40 millions p.a., whether
the same 6 millions (gold) . .. would suffice for such revolutions -and circu-
lations thereof, as trade requires,” Petty replies in his usual masterly manner,

‘I answer yes: for the expense being 40 millions, if the revolutions were in such -

short circles, viz., weekly, as happens among poor artisans and labourers, who

receive and pay every Saturday, then 42 parts of 1. million of money would

answer these ends; but if the circles be quarterly, according to our custom of

paying rent, and gathering taxes, then 10-million were. requisite.. Wherefore, .

supposing payments in general to be of a mixed circle between one week and -

13, then add 10 millions to 42, the half of which will be 5%, so as if we have -

5% millions we have enough’ (William Petty, Political ‘Anatomy o f Ireland,
1672, London edition, 1691, pp. 13, 14) [what Marx cites here is Petty’s
essay Verbum Sapienti, which appeared as a supplement to the Political
Anatomy of Ireland].

* All previous editions have the word ‘inverse’ here. Yet it is quite apparent

from the discussion in note 58 that Marx meant to write ‘direct’. In short,

the longer the period, the more money is needed, and vice versa.
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extent as the commodity whose natural form is also the directly
ocial form of realization of human labour in the abstract. Its
iode of existence becomes adequate to its concept.

Within the sphere of domestic circulation, there can only be one
ommodity which by serving as a measure of value becomes
foney. On the world market a double standard prevails, both gold
iidsilver.®®

9. Hence the absurdity of all legislation laying down that the banks of a
yuntry should form reserves only of the particular precious metal circulating
in the country as money. The ‘ pleasant difficulties’ created in this way by
¢Bank of England for itself are a well-known example. On the subject of
¢ ‘major historical epochs in the relative value of gold and silver, see Karl
arx, op. cit., pp. 136 ff. [English edition, pp. 155 ff.] Sir Robert Peel, by his
<“Bank Act of 1844, sought to tide over the difficulty by allowing the Bank of
ngland to issue notes against silver bullion, on condition that the reserve of
‘siiver should never exceed more than one fourth of the reserve of gold. For
that purpose, the value of silver is estimated according to its market price (in
old)on the London market.

“[The following was added by Engels to the fourth German edition:] We
ourselves once more in a period of serious change in the relative values of
"and silver. About twenty-five years ago the ratio expressing the relative
e of gold and silver was 15%:1; now it is approximately 22:1, and silver is
ill constantly falling as against gold. This is essentially the result of a revo-
ition in the mode of production of both metals. Formerly gold was obtained
ost exclusively by washing it out from gold-bearing alluvial deposits,
;products of the weathering of auriferous rocks. Now this method has become
adequate and has been forced into the background by the processing of
“quartz lodes themselves, a mode of extraction which formerly was only of
:secondary importance, although well known to the ancients (Diodorus, III,
::14). Moreover, not only were huge new silver deposits discovered in North
merica, in the western part of the Rocky Mountains, but these and the
ican silver mines were really opened up by the laying of railways, which
dée possible the shipment of modern machinery and fuel and in consequence
n'iining of silver on a very large scale at low cost. However, there is a great
ifference in the way the two metals occur in the quartz lodes. The gold is
ostly native, but disseminated throughout the quartz in minute quantities. .
He whole mass of the vein must therefore be crushed and the gold either
hed out or extracted by means of mercury. Often 1,000,000 grammes. of '
ua.rtz barely yield 1-3 grammes of gold, and very seldom do they yield 3060
ammes. Silver is seldom found native: however, it occurs in special quaitz
at & separated from the lode with comparatlve ease and contains mostly
90 per cent silver, and is also contained, in smaller quantities, in copper,
and other ores which in themselves are worthwhile working. From this
né it is apparent that the labour expended on the production .of gold is
ding to increase, while that expended on silver production has decidedly de-
ased, which quite naturally explains the drop in the value of the latter. This
in value would express itself in a still greater fall in price if the price of
ilver. were not pegged even today by artificial means. But America’s rich silver
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World money serves as the universal means of payment, as the
universal means of purchase, and as the absolute social material-
ization of wealth as such (universal wealth).* Its predominant func-
tion is as means of payment in the settling of international bal-
ances. Hence the slogan of the Mercantile System: balance of
trade.®? Gold and silver serve essentially as international means of
purchase when the customary equilibrium in the interchange of
products between different nations is suddenly disturbed. And,

deposits have so far barely been tapped, and thus the prospects are that the
value of this metal will keep on dropping for rather a long time to come. A still
greater contributing factor here is the relative decrease in the need for silver
for articles of general use and for luxuries, that is its replacement by plated
goods, aluminium, etc. One may thus gauge the utopianism of the bimetallist
idea that compulsory international quotation will raise silver again to the old
valueratio of 1:15%. Itismorelikely that silver will forfeit itsmoney function
more and more in the world market.

60. The opponents of the Mercantile System, a system which considered the
settlement of surplus trade balances in gold and silver as the aim of inter-
national trade, were for their part entirely mistaken as to the function of
world money. I have thoroughly demonstrated elsewhere, taking Ricardo as
an example, the way in which a false conception of the laws which regulate the
quantity of the circulating medium is reflected in a false conception of the
international movement of the precious metals (op. cit., pp. 150 ff.) [English
edition, p. 174). His erroneous dogma: ‘An unfavourable balance of trade
never arises but from a redundant currency . . . The exportation of the coin is
caused by its cheapness, and is not the effect, but the cause of an unfavourable
balance,’* already occurs in Barbon: ‘The balance of Trade, if there be one,
is not the cause of sending away the money out of a nation; but that proceeds
from the difference of the value of bullion in every country’ (N. Barbon, op.
cit., pp. 59, 60). MacCulloch, in The Literature of Political Economy: A
Classified Catalogue, London, 1845, praises Barbon for this anticipation, but
very wisely avoids even mentioning the naive forms in which the absurd pre-
suppositions of the ‘currency principle’t appear in Barbon’s work. The un-
critical and even dishonest nature of MacCulloch’s catalogue reaches its sum-
mit in the sections devoted to the history of the theory of money, where he is
flattering Lord Overstone (ex-banker Loyd), whom he describes as *facile
princeps argentariorum’ [the recognized king of the money merchants).}

*David Ricardo, The High Price of Bullion, a Proof of the Depreciation of
Bank Notes, 4thedn, London, 1811, pp. 11, 12, 14.

t¢Currency principle’: the principle; implemented in the Bank Act of 1844,
that the amount of currency in circulation should always correspond to the
quantity of gold in the country. See Karl Marx, op. cit., English edition, p. 185.

=~ tSamuel Jones Loyd (1796-1883). Rich and influential banker, witness
before two Parliamentary committees on banking (those of 1833 and 1840).
Main advocate of the ‘currency principle’. Created Baron Overstone in 1860.

*The words in parentheses were added in English by Marx.
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1ast1'y,vworld money serves as the universally recognized social

" materialization of wealth, whenever it is not a matter of buying or
” ‘paying, but of transferring wealth from one country to another,
-- and whenever its transfer in the form of commodities is ruled out,
":: either by the conjuncture of the market, or by the purpose of the
. transfer itself.6*

- Just as every country needs a reserve fund for its internal cir-

- culation, so too it requires one for circulation in the world market.
“The functions of hoards, therefore, arise in part out of the function

of money as medium of payment and circulation internally, and
in part out of its function as a world currency.? In this latter role

- it is.always the genuine money-commodity, gold and silver in their

physical shape, which is required. For that reason Sir James
Steuart expressly characterizes gold and silver as ‘money of the
world™® in order to distinguish them from their merely local

" representatives.

- “The stream of gold and silver has a twofold motion. On the one
hand, it spreads out from its sources all over the world, and is

_absorbed to various extents into the different national spheres of

circulation, where it enters into the various channels of internal
circulation. There it replaces abraded gold and silver coins, sup-
plies the material for articles of luxury, and petrifies into hoards.®é3

" 61. For instance, in the case of subsidies, money loans for carrying on wars
or for enabling banks to resume cash payments, etc., value may be required
precisely in the money-form.

62. ‘I would desire, indeed, no more convincing evidence of the competency
of the machinery of the hoards in specie-paying countries to perform every

" necessary office of international ad justment, without any sensible aid from the
-general circulation, than the facility with which France, when but just re-

. covering from the shock of a destructive foreign invasion, completed within

" the space of 27 months the payment of her forced contribution of nearly 20
.millions to the allied powers, and a considerable proportion of the sum in

specie, without any perceptible contraction or derangement of her domestic

‘currency, or even any alarming fluctuation of her exchanges’ (Fullarton, op:

cit., p. 141). [Added by Engels to the fourth German edition:] We have a still:
more striking example in the facility with which the same France was able in
18713 to pay off within 30 months a forced contribution more than ten times, -

" as great, a considerable part of it likewise in specie.

~ 63. ‘Money is shared among the nations in accordance with their need for
it ... as it is always attracted by the products’ (Le Trosne, op. cit., p. 916).

= ‘The mines which are continually giving gold and silver, do give sufficient to
" supply such a needful balance to every nation’ (J. Vanderlint, op. cit., p. 40).

*Sir James Steuart, An Inquiry into the Principles of Political Economy,
Dublin, 1770, Vol. 2, p. 370. Cf. Zur Kritik etc., English translation, p. 167.
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This first movement is transmitted through the medium of the
direct exchange of the labour of individual countries which has
been realized in commodities for the labour realized in the pre-
cious metals by the gold- and silver-producing countries. On the
other hand, gold and silver continually flow backwards and for-
wards between the different national spheres of circulation, and
this movement follows the unceasing fluctuations of the rate of

exchange.54

Countries with developed bourgeois production limit the hoards
concentrated in the strong rooms of the banks to the minimum
required for the performance of their specific functions.5®* When-
ever these hoards are strikingly above their average level, this is,
with some exceptions, an indication of stagnation in the circula-
tion of commodities, i.e. of an interruption in the flow of their
metamorphoses.®® '

64. ‘Exchanges rise and fall every week, and at some particular times in the
year run high against a nation, and at other times run as high on the contrary’
(N. Barbon, op. cit., p. 39).

65. These different functions can come dangerously into conflict whenever
gold and silver have also to serve as a fund for the conversion of bank notes.

66. ‘What money is more than of absolute necessity for a Home Trade, is
dead stock ... and brings no profit to that country it’s kept in, but as it is
transported in trade, as well as imported’ (John Bellers, Essays, etc., p. 13).
‘What if we have too much coin? We may meltdown the heaviest and turn it
intothesplendour of plate, vessels or utensils of gold or silver;.or send it out as
a commodity, where the same is wanted or desired; or let it out at interest,
where interest is high’ (W. Petty, Quantulumcunque, p. 39). ‘Money is but the
fat of the Body Politick, whereof too much doth as often hinder its agility, as
too little makes it sick . . . as fat lubricates the motion of the muscles, feeds in
want of victuals, fills up the uneven cavities, and beautifies the body; so doth
money in the state quicken its action, feeds from abroad in time of dearth at
home;evens accounts . .. and beautifies the whole; altho’ more especially the
particular persons that have it in plenty’ (W. Petty, Political Anatomy of
Ireland, pp. 14, 15) [in fact, this is again the supplement, Verbum Sapienti).
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" Chapter 4: The General Formula for Capital

.The circulation of commodities is the starting-point of capital.
-“The production of commodities and their circulation in its de-
'veloped form, namely trade, form the historic presuppositions
under which capital arises. World trade and the world market date
from the sixteenth century, and from then on the modern history
of capital starts to unfold.

If we disregard the material content of the circulation of com-
modities, i.e. the exchange of the various use-values, and consider
:only the economic forms brought into being by this process, we

find that its ultimate product is money. This ultimate product of
commodity circulation is the first form of appearance of capital.

Hlstorlcaﬂy speaking, capital 1nvar1ably first confronts landed
property in the form of _money; in the form of monetary weaith,
- merchants’ capital and usurers’ capital.! However, we do not need
tolook back at the history of capital’s origins in order to.recognize

--that money is its first form of appearance. Every day the same

story is playea out before our eyes. Even up to the present day, all
new capital, in the first instance, steps onto the stage — i.e. the
market, whether it is the commodity-market, the labour-market, or
‘the money-market — in the shape of money, money which has to be
transformed into capital by definite processes.

The first distinction between money as money and money. as
capital is nothing more than a difference in their.form of cir-
culation. The direct form of the circulation of commodities is
C-M-C, the transformation of commodities into money and the
re-conversion of money into commodities: selling in order to mt’)}}y

1. The antagonism between the power of landed property, based on personal
relations of domination and servitude, and the power of money, which is
impersonal, is clearly expressed by the two French proverbs, ‘ Nulle terre sans
seigneur’,and ‘ L'argent n'a pasde maitre *.* )

*‘No land without its lord’ and *Money has no master’,
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But alongside this form we find another form, .syhich is quite -
distinct from the first: M—C-M, the transformation of money into
commodities, and the re-conversion of commoditi€s into money: -
buying in order to sell. Money which describes the latter course in -
its movement is transformed into capital, becomes capital, and,
from the point of view of its function, already is capital.

Let us examine the circular movement M-C-M a little more
closely. Just as in the case of simple circulation, it passes through
two antithetical phases. In the first phase, M-C (the purchase), the
money is changed into a commodity. In the second phase, C-M
(the sale), the commodity is changed back again into money.
These two phases, taken together in their unity, constitute the
total movement which exchanges money for a commedity, and
the same commodity for money, which buys a commodity in order
to sell it, or, if one neglects the formal distinction between buying
and selling, buys a commodity with money and then buys money
with a commodity.? The result, in which the whole process van-
ishes, is the exchange of money for money, M-M. If I purchase
2,000 1b. of cotton for £100, and resell the 2,000 Ib. of cotton for
£110, I have in fact exchanged £100 for £110, money for money.

Now it is evident that the circulatory process M—C-M would be
absurd and empty if the intention were, by using this roundabout
route, to exchange two equal sums of money, £100 for £100. The
miser’s plan would be far simpler and surer: he holds on to his
£100 instead of exposing it to the dangers of circulation. And yet,
whether the merchant who has paid £100 for his cotton sells it for
£110, or lets it go for £100, or even £50, his money has at all events
described a characteristic and original path, quite different in kind
from the path of simple circulation, as for instance in the case of' -
the peasant who sells corn, and with the money thus set free buys
clothes. First, then, we have to characterize the formal distinctions
between the two circular paths M—C-M and C-M-C. This will
simultaneously provide us with the difference in content which
lies behind these formal distinctions.

Let us first see whatthe two forms have in common.

Both paths can be divided into the same two antithetical phases,
C-M, sale, and M-C, purchase. In each phase the same material
elements confront each other, namely a commodity and money,

2. ‘“With money one buys commodities, and with commodities one buys
money’ (Mercier de la Riviére, L'Ordre naturel et essentiel des sociétés poli-
tiques, p. 543).
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ithe same economic dramatis personae, a buyer and a seller.
ach circular path is the umty of the same two antithetical phases,
and'lll each case this unity is mediated through the emergence of
three participants in a contract, of whom one only sells, another
‘only buys and the third both buys and sells.

What however first and foremost dlstmgulshes the two paths
6-M-C and M-C-M from each other is the inverted order of
succession of the two opposed phases of circulation. The simple
cifculation of commodities begins with a sale and ends with a
purchase while the circulation of money-as capital begins with a
purchase and ends with a sale. In the one case both the starting-
pomt and the terminating-point of the movement are commodi-
ties, in the other they are money. The whole process is mediated.in
thefirst form by money, and in the second, inversely, by a com-
modity.

:Jn the circulation C-M-C, the money is in the end converted
into-acommodity which serves as a use-value; it has therefore been
fspcnt once and for all. In the inverted form M-C-M, on the con-
trary, the buyer lays out money in order that, as a seller, he may
ifecover money. By the purchase of his commodity he throws
money into circulation, in order to withdraw it again by the sale
of the same commodity. He releases the money, but only with the
:cunning intention of getting it back again. The money therefore is
not spent, it is merely advanced.?

:'In the form C-M-C, the same piece of money is displaced twice.
Theé seller gets it from the buyer and pays it away to another seller.
The whole process begins when money is received in return for
commodities, and comes to an end when money is given up in
return for commodities. In the form M-C-M this process is
erted. Here it is not the piece of money which is displaced
ce, but the commodity. The buyer takes it from the hands of
the seller and passes it into the hands of another buyer. Whilst in_
the simple circulation of commodities the twofold dlsplacement :
‘of the same piece of money effects its definitive transfer from one '
hand into another, here the twofold displacement of the same coms-
»modlty causes the money to flow back to its initial point of :
departure.

:3/*When a thing is bought in order to be sold again, the sum employed is
called money advanced; when it is bought not to be sold, it may be said to'be
€xpended’ (James Steuart, Works, etc., edited by General Sir James Steuart,
‘hisison, London, 1805, Vol. 1, p. 274).
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This reflux of money to its starting-point does not depend on
the commodity’s being sold for more than was paid for it. That
only has a bearing on the amount of money which flows back. The
phenomenon of reflux itself takes place as soon as the purchased
commodity is resold, i.e. as soon as the cycle M-C-M has been
completed. We have here, therefore, a palpable difference between
the circulation of money as capital, and its circulation as mere
money.

The cycle C-M-C reaches its conclusion when the money
brought in by the sale of one commodity is withdrawn again by
the purchase of another. If there follows a reflux of money to its
starting-point, this can happen only through a renewal or repeti-
tion of the whole course of thg movement. If I sell a quarter of
corn for £3, and with this £3 buy clothes, the money, so far as I
am concerned, is irreversibly spent. I have nothing more to do
with it. It belongs to the clothes merchant. If I now sell a second
quarter of corn, money indeed flows back to me, not however as
a result of the first transaction, but of its repetition. The money
again leaves me as soon as I complete this second transaction by a
fresh purchase. In the cycle C-M-C, therefore, the expenditure of
money has nothing to do with its reflux. In M—C-M on the other
hand the reflux of the money is conditioned by the very manner in
which it is expended. Without, this reflux, the operation fails,
or the process is interrupted and incomplete, owing to the absence
of its complementary and final phase, the sale.

The path C-M-C proceeds from the extreme constituted by
one commodity, and ends with the extreme constituted by another,
which falls out of circulation and into consumption. Consumption,
the satisfaction of needs, in short use-value, is therefore its final
goal. The path M-C-M, however, proceeds from the extreme
of money and finally returns to that same extreme. Its driving
and motivating force, -its determining purpose, is therefore
exchange-value.

In the simple circulation of commodities the two extremes have
the same economic form. They are both commodities, and com-
modities of equal value. But they are also qualitatively different
use-values, as for example corn and clothes. The exchange of
products, the interchange carried out between the different
materials in which social labour is embodied, forms here the
content of the movement. It is otherwise in the cycle M—C-M. At
first sight this appears to- lack any content, because it is tauto- .
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10g1cal Both extremes have the same economic form. They are
both money, and therefore are not qualitatively different wuse-
:valueS, for money is precisely the converted form of commodities,
in which their particular use-values have been extinguished. To
Change £100 for cotton, and then to exchange this same cotton
,again for £100, is merely a roundabout way of exchanging money
for money, the same for the same, and appears to be an operation
‘purposeless as it is absurd.* One sum of money is distinguishable
“from another only by its amount. The process M-C-M does not
"thcrefore owe its content to any qualitative difference between its
xtremes, for they are both money, but solely to quantitative
changes More money is finally withdrawn from circulation than
was thrown into it at the beginning. The cotton orlgma]]y bought
for £100 is for example re-sold at £1004£10, i.e. £110. The
iG omplete form of this process is therefore M—C-M’, where M’ =
"M+ A M, i.e. the original sum advanced plus an increment. This
"mc‘rement or excess over the original value I call ‘surplus-value’.*

‘One does not exchange money for money,’ exclaims Mercier de la
“Riviére to the Mercantilists (op. cit.;, p. 486). In a work which professes to deal
’with ‘trade’ and ‘speculation’ there occurs the following: ‘All trade consists
Jin'the exchange of things of different kinds; and the advantage’ (to the mer-
:chant") arises out of this difference. To exchange a pound of bread against a
"pou.nd of bread . .. would be attended with no advantage; ... Hence trade is
'adva.ntageously contrasted with gambling, which consists in a mere exchange
‘of money for money’ (Th. Corbet, An Inguiry into the Causes and Modes of the
Wealth of Individudls; or the Principles of Trade and Speculation Explained,
‘London, 1841, p. 5). Although Corbet does not see that M—-M, the exchange of
‘money for money, is. the characteristic form of circulation, not only of mer-
chants’ capital, but of all capital, yet at least he aclmmowledges that this form is
common to gambling and to one species of trade, namely speculation. Then,
“however, MacCulloch comes on the scene, and asserts that to buy in order to
sell is to speculate, and thus the distinction between speculation and trade
‘Vanishes. ‘Every transaction in which an individual buys produce in order to
;:sell it again is in facta speculation’ (MacCulloch, 4 Dictionary, Practicaletc.,
-of ‘Commerce, London, 1847, p. 1009). With much more naiveté, Pmto the
:Pmdar of the Amsterdam Stock Exchange,* remarks: ‘Trade is a game’ (thrs.
phrase is borrowed from Locke) ‘and nothing can be won from beggars. If one
won everything from everybody for long, it would be necessary to grve back
luntarily the greater part of the profit in order to begin the game again’
“(Pinto, Traitédela circulation et du crédit, Amsterdam, 1771, p. 231).
.- "*Pindar (522-442 B.c.) composed odes in praise of Olympic victors; Pinto
(Xp. 1715-87), rich Amsterdam speculator and merchant, wrote books in
/praise of his country’s financial system.

: *In both German (Mehrwert) and English in the original.
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The value originally advanced, therefore, not only remains intact
while in circulation, but increases its magnitude, adds to itself a
surplus-value, or is valorized [verwertet sich).* And this movement
converts it into capital.

Of course, it is also possible that in C-M-C the two extremes
.C-and C, say corn and clothes, may represent quantitatively
different magnitudes of value. The peasant may sell his corn
above its value, or may buy the clothes at less than their value.
He may, on the other hand, be cheated by the clothes merchant.
Yet, for this particular form of circulation, such differences in
value are purely accidental. The fact thatthe corn and the clothes
are equivalents does not deprive the process of all sense and mean-
ing, as it does in M-C-M. The equivalence of their values is
rather a necessary condition of its normal course.

The repetition or renewal of the act of selling in order to buy
finds its measure and its goal (as does the process itself) in a final
purpose which lies outside it, namely consumption, the satis-
faction of definite needs. But in buying in order to sell, on the
contrary, the end and the beginning are the same, money or
exchange-value and this very fact makes the movement an endless
one. Certainly M becomes M + A M, £100 becomes £110. But,
considered qualitatively, . £100 is the same as £110, namely
money; while, from the quantitative point of view, £110 is, like
£100, a sum of definite and limited value. If the £110 is now spent
as money, it ceases to play its part. It is no longer capital. With-
drawn from circulation, it is petrified into a hoard, and it could
remain in that position until the Last Judgement without a single-
farthing accruing to it. If, then, we are concerned with the valor-
ization [Verwertung] of value, the value of the £110 has the same
need for valorization as the value of the £100, for they are both
limited expressions of exchange-value, and therefore both have
the same vocation, to approach, by quantitative increase, as near
as possible to absolute wealth. Momentarily, indeed, the value
originally advanced, the £100, is distinguishable from the surplus-
value of £10, added to it during circulation; but the distinction
vanishes immediately. At the end of the process, we do not receive
on one hand the original £100, and on the other the surplus-value

* Along with the concept of surplus-value, the concept of Verwertung is in-
troduced here for the first time. Since there is no extant English word which
adequately conveys Marx’s meaning, we have adopted throughout the word
‘valorization’. .
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1erges is rather a value of £110, which is in exactly
, appropriate for commencing the valorization
riginal £100. At the end of the movement, money
\gain as its starting-point.> Therefore the final
parate cycle, in which a purchase and consequent
ted, forms of itself .the starting-point for a new
le circulation of commodities — selling in order to
ns to a final goal which lies outside circulation,
-opriation of use-values, the satisfaction of needs.
the circulation of money as capital is an end in
alorization of value takes place only within this
wed movement. The movement of capital is
ss.6

vided . . . into the original capital and profit — the incre-
. although in practice profit is immediately lumped to-
and set into motion with it’ (F. Engels, Umrisse zu einer
lékonomie, in Deutsch-Franzdsische Jahrbiicher, edited by
{arl Marx, Paris, 1844, p. 99) [English translation, p. 430].
rasts economics with ‘chrematistics’. He starts with eco-
it is the art of acquisition, it is limited to procuring the
.0 existence and useful either to a household or the state.
nBuvde wAoltog) consists of such use-values; for the amount
is needed for a good life is not unlimited . . . There is, how-
le of acquiring things, to which we may by preference and
se the name of chrematistics, and in this case there appear to
ies and property. Trade (4 xamnuc) is literally retail trade,
ses this form because use-values predominate in it) does not
1 to chrematistics, for here the exchange only has reference
y for (the buyer or the seller)-themselves.’ Therefore, as he
1e original form of trade was barter, but with the extension
rose the necessityfor money. With the discovery of money,
developed into xamnAuxd, into trading in commodities, and
adiction with its original tendency, grew into chrematistics,
money. Now chrematistics can be distinguished from eco-
chrematistics, circulation is the source of riches (rountixy)
XpnpdTav petaPoric). And it appears to revolve around:
is the beginning and the end of this kind of exchange {roy 1
xol mépag Tie aAAayiic 2ot ). Therefore also riches, g
rives for, are unlimited. Just as every art which i not. a
ut an end in itself, has no limit to its aims, because it seeks
sach nearer and nearer to that end, while those arts which
1end are not boundless, sinice the goal itself imposes a limit
chrematistics there are no bounds to its aims, these aims
alth. Economics, unlike chrematistics, has a limit ... for
ormer is something different from money, of the latter the
oney . . . By confusing these two forms, which overlap each
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Asthe conscious bearer [Trdger] of this movement, the possessor
of money becomes a capitalist. His person, or rather his pocket,
is the point from which the money starts, and to which it returns.
The objective content of the circulation we have been discussing —
the valorization of value - is his subjective purpose, and it is only
m so far as-the appropriation of ever more wealth in the abstract
is the sole driving force behind his operations that he functions as
a capitalist, i.e. as capital personified and endowed with conscious-
ness and a will. Use-values must therefore never be treated as the
immediate aim of the capitalist;” nor must the profit on any single
transaction. His aim is rather the unceasing movement of profit-
making.? This boundless drive for enrichment, this passionate
chase after value,® is common to the capitalist and the miser; but
while the miser is merely a capitalist gone mad, the capitalist is
a rational miser. The ceaseless augmentation of value, which the
miser seeks to attain by saving!® his money from circulation, is

other, some people have been led to look upon the preservation and increase of
money ad infinitumas the final goal of economics’ (Aristotle, De Republica, ed.
Bekker, lib. I, c. 8, 9, passim).*

7. *Commodities’ (here used in the sense of use-values) ‘are not the ter-
minating object of the trading capitalist, money is his terminating object’ (T.
Chalmers, On Political Economy etc.,2nd edn, Glasgow, 1832, pp. 165-6).

8. ‘Though the merchant does not count the profit he has just made as
nothing, he nevertheless always has his eye on his future profit’ (A. Genovesi,
Lezioni di economia civile (1765), printed in Custodi’s edition of the Italian
economists, Parte moderna, Vol. 8, p. 139). o

9. ‘The inextinguishable passion for gain, the auri sacra fames,t will always
lead capitalists® (MacCulloch, The Principles o f Political Economy, London,
1830, p. 179). This view, of course, does not prevent the same MacCulloch
and his associates, when they are in theoretical difficulties, as forexample in the*-
treatment of over-production, from transforming the same capitalist into a
good citizen, whose sole concern is for use-values, and who even develops an
insatiable hunger fer boots, hats, eggs, calico and other extremely common
kinds of use-value. - ) '

10. ZedZerv [to save] is a characteristic Greek expression for hoarding. So in
English the word ‘to save’ means both rezten [to rescue] and sparen [to save].

*English edition: Works of Aristotle, Vol. X, Oxford, 1921, ‘Politica’, trs.
B. Jowett, paras. 1256 and 1257. Much of this differs significantly from Marx’s
translation into German, as a result of his practice of quoting so as to bring
out the meaning relevant to his argument. Thus ‘gaining wealth through ex-
change’ turns in Marx’s hands into ‘circulation’, ‘the art of household manage-
mé_nt ’ into ‘economics’, and ‘the art of getting wealth’ into ‘chrematistics’.

1¢Accursed hunger for gold’.
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a'chieved by the more acute capitalist by means of throwing his
. ‘money again and again into circulation.!
‘The independent form, i.e. the monetary form, which the value
«of commodities assumes in simple circulation, does nothing but
-mediate the exchange of commodities, and it vanishes in the final
.result of the movement. On the other hand, in the circulation
" M-C-M both the money and the commodity function only as
.~ different modes of existence of value itself, the money as its
. general mode of existence, the commodity as its particular or, so
to'speak, disguised mode.*2 It is constantly changing from one
‘form into the other, without becoming lost in this movement; it
*.. ‘thus becomes transformed into an automatic subject. If we pin.
~-.down the specific forms of appearance assumed in turn by self-
“--valorizing value in the course of its life, we reach the following
. elucidation: capital is money, capital is commodities.*?® In truth,
.+ however, value is here the subject* of a process in which, while
constantly assuming the form in turn of money and commodities,
*it changes its own magnitude, throws off surplus-value from itself
- -considered as original value, and thus valorizesitself independently.
‘. For the movement in the course of which it adds surplus-value is
' its own movement, its valorization is therefore self-valorization
[Selbstverwertung] By virtue of being value, it has acquired the
"occult ability to add value to itself. It brings forth living offspring,
oratleastlaysgolden eggs.
- As the dominant subject [iibergreifendes Subjekt] of this process,
_in Which it alternately assumes and loses the form of money and
~.- theform of commodities, but preserves and expands itself through
. -all these changes, value requires above all an independent form by
-means of which its identity with itself may be asserted. Only‘in the
shape of money does it possess this form. Money therefore forms
the starting-point and the conclusion of every valorization process.

11. “Things possess an infinite quality when moving in a circle which they'l
lack whenadvancing in a straightline’ (Galiani, op. cit., p. 156).

12. “Itis not the material whichforms capital, but the value of that materla.l’: =y

(J.B. Say, Traité d'économiepolitique, 3rd edn, Paris, 1817, Vol. 2, p. 429). : :
. 13. “Currency (!) employed in producing articles . . . is capital’ (Macleod,:
The Theory and Practice of Banking, London, 1855, Vol. 1, Ch. 1, p..55).
‘Capital is commodities’ (James Mill, Elements of Political Economy, London,

1821, p. 74).

’ “‘i.e. the independently acting agent.
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It was £100, and now it is £110, etc. But the money itself is only
one of the two forms of value. Unless it takes the form of some
commodity, it does not become capital.- There is here no anta-
gonism, as in the case of hoarding, between the money and com-
modities. The capitalist knows that all commodities, however
tattered -they may look, or however badly they may smell, are in
faith and in truth money, are by nature circumcised Jews, and,
what is more, a wonderful means for making still more money out
ofmonéy.

In simple circulation, the value of commodities attained at the
most a form independent of their use-values, i.e. the form of
money. But now, in the circulation M—C-M, value suddenly pre-
sents itself as a self-moving substance which passes through a pro-
cess of its own, and.for which commodities and money are both
mere forms. But there is more to come: instead of simply repre-
senting the relations of commodities, it now enters into a private
relationship with itself, as it were. It differentiates itself as original
value from itself as surplus-value, just as God the Father differ-
entiates himself from himself as God the Son, although both are of
the same age and form, in fact one single person; for only by the
surplus-value of £10 does the £100 originally advanced become
capital, and as soon as this has happened, as soon as the son has
been created and, through the son, the father, their difference
vanishes again, and both become one, £110.

Value therefore now becomes value in process, money in pro-
cess, and, as such, capital. It comes out of circulation, enters into
it again, preserves and multipliesitself within circulation, emerges
from it with an increased size, and starts the same cycle again and
again.'* M-M, ‘money which begets money’, such-is the descrip-
tion of capital given by its first interpreters, the Mercantilists.

Buying in order to sell, or, more accurately, buying in order to
selldearer, M-C-M, seems admittedly to be a form peculiar to one
kind of capital alone, merchants’ capital. But industrial capital too
is money which has been changed into commodities, and re-
converted into more money by the sale of these commodities.
Events which take place outside the sphere of circulation, in the
interval between buying and selling, do not affect the form of this
movement. Lastly, in the case of interest-bearing capital, the cir-

14. ‘Capital ... permanent self-multiplying value’ (Sismor;&i, Nouveaux
Principes d'économie politique, Vol. 1, p. 89) [cited in German in the original,
and slightly altered].
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culation M-C-M' presentsitselfin abridged form, in itsfinal result
and without any intermediate stage, in a concise style, so to speak,
as M-M/, i.e. money which is worth more money, value which is
greater thanitself.

M-C-M'’ is in fact therefore the general forinula for capital, in
_the form in which it appears directly in the sphere of circulation.



Chapter 5: Contradictions in the' General
Formula

The form of circulation within which money is transformed into
capital contradicts all the previously developed laws bearing on the
nature of commodities, value, money and even circulation itself.
What distinguishes this form from that of the simple circulation of
commodities is the inverted order of succession of the two anti-
thetical processes, sale and purchase. How can this purely formal
distinction change the nature of these processes, as if by magic?
But that is not all. This inversion has no existence for two of the
three persons who transact business together As a capitalist, I buy
commodities from A and sell them again to B, but as a simple owner
of commodities I sell them to B and then purchase further com-
modltles from A. For A and B this distinction does not exist. They
step forth only as buyers or sellers of commodities. I myself con-
front them each time as a mere owner of either money or com-
modities, as a buyer or a seller, and what is more, in both sets of
transactions I confront A only as a buyer and B only as a seller. I
confront the one only as money, the other only as commodities,
but neither or them as capital or a capitalist, or a representative of
anything more than money or commodities, or of anything which
might produce any effect beyond that produced by money or com-
modities. For me the purchase from A and thesale to B are part of
a series. But the connection between these two acts exists for me
alone. A does not trouble himself about my transaction with B,
nordoes B about my business with A. And ifI offered to explain to
them the meritorious nature of my action in inverting the order of
succession, they would probably point out to me that I was mis-
taken as to that order, and that the whole transaction, instead of
beginning with a purchase and ending with a sale, began, on the
contrary, with a sale and was concluded with a purchase. In truth,
my first act, the purchase, was from the standpoint of A a sale, and
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. miy second act, the sale, was from the standpoint of B a purchase.
- Notcontent with that, A and B would declare that the whole series
- "was superfluous and nothing but hocus-pocus; that for the future
““A-would buy direct from B, and B sell direct to A. With this the
- whole transaction would shrink down to a single, one-sided phase
~.of the ordinary circulation of commodities, a mere sale from A’s
- point of view, and from B’s, a mere purchase. Thus theinversion of
" the order of succession does not take us outside the sphere of the
simple circulation of commodities, and we must rather look to see
_whether this simple circulation, by its nature, might permit.the
valorization of the values.entering into it and consequently the for-
mation of surplus-value.
Let us take the process of circulation in a form in which it
presents itself to us as the exchange of commodities pure and
simple. This is always the case when two owners of commodities
-buy from each other, and on the date of settlement the amounts
they owe to each other balance out equally. Money serves here as
money of account, and expresses the values of the commodities in
their prices, but does not itself confront the commodities in a mat-
erial shape. In so far as use-values are concerned, it is clear that
both parties may gain. Both of them part with commodities which
are of no service to them as use-values, and receive others they
““need to use. And this may not be the only advantage gained. A, who
sells wine and buys corn, possibly produces more wine in the same
labour-time than B, the corn-farmer, could produce, and B, on the
~_other hand, may produce more corn than A, the wine-grower,
" could produce. A may therefore get more corn for the same.
exchange-value, and B more wine, than each would respectively get
-'without any exchange if they had to produce their own corn and
“wine. With reference, therefore, to use-value, it can indeed be said
“that ‘exchange is a transaction by which both sides gain’.! Itis
_-otherwise with exchange-value. )
~-.*A man who has plenty of wine and no corn treats with a man
- iwho has plenty of corn and no wine; an exchange takes place
_between them of corn to the value of 50, for wine of the same
‘value. This act produces no increase of exchange-value either for
* 1. ‘Exchange is an admirable transaction by which both sides gain — always
(1) (Destutt de Tracy, Traité de la volonté et de ses effets, Paris, 1826, p. 68).

- This work appeared afterwards as Traité d'économie politique. [In 1823; the
first edition of the Traité de la volonté was published in 1815.]
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the one or the other; for each of them already possessed, before
the exchange, a value equal to that which he acquired by means of
that operation.’?.

This situation is not altered by placing money, as a medium of
circulation, between the commodities, and making the sale and the
purchase into two physically distinct acts.® The value of a com-
modity is expressed in its price before it enters into circulation, and
itis thereforea pre-condition of circulation, not its result.*

If we.consider this in the abstract, i.e. disregarding circumstances
which do not flow from the immanent laws of simple commaodity
circulation, all that happens in exchange (if we leave aside the re-
placing of one use-value by another) is a metamorphosis, a mere
change in the form of the commodity. The same value, i.e. the
same quantity of objectified social labour, remains throughout in
the hands of the same commodity-owner, first in the shape of his
own commodity, then in the shape of the money into which the
commodity has been transformed, and finally in the shape of the
commodity into which this money has been re-converted. This
change of form does not imply any change in the magnitude of the
value. But the change which the value of the commodity under-
goes in this process is limited to a change in its money-form. This
form exists first as the price of the commodity offered for sale,
then as an actual sum of money, which was, however, already
expressed in the price, and lastly as the price of an equivalent
‘commodity. This change of form no more implies, taken alone, a
change in the quantity of value than does the changing of a £5
note into sovereigns, half-sovereigns and shillings. In so far, there-
fore, as the circulation of commodities involves a change only in
the form of their values, it necessarily involves the exchange of
equivalents, provided the phenomenon occurs in its purity. The
vulgar economists have practically no inkling of the nature of
value; hence, whenever they wish to consider the phenomenon in
its purity, after their fashion, they assume that supply and demand
are equal, i.e. that they cease to have any effect at all, If, then, as

2. Mercier de la Riviére, op. cit., p. 544. '

3. ‘Whether one of these two values is money, or whether they are both
ordinary commodities, is in itself a matter of complete indifference’ (Mercier
.de la Riviére, op. cit., p. 543).

4. ‘It is not the parties to a contract who decide on the value; that has been
decided before the contract’ (Le Trosne, op. cit., p. 906).
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egards the use-values exchanged, both buyer and seller may pos-
s;bly gain something, this is not the case as regards exchange-
values Here we must rather say: ‘Where equality exists there is
fio gain.’s It is true that commodities may be sold at prices which
‘diverge from their values, but this divergence appears as an in-
fringement of the laws governing the exchange of commodities.®
“In-its pure form, the exchange of commodities is an exchange of
‘equivalents, and thus it is not a method of increasing value.”
"+ Hence we see that behind all attempts to represent the circula-
5 1on of commodities as a source of surplus-value, there lurks an
‘inadvertent substitution, a confusion of use-value and exchange-
,va] ue. In Condillac, for instance: ‘It is not true that in an exchange
“of commodities we give value for value. On the contrary, each of
‘the two contracting parties in every case gives a less for a greater
value . If we really exchanged equal values, neither party could
make a proﬁt And yet they both gam or ought to gain. Why?
The value of a thing consists solely in its relation to our needs.
.What is more to the one is less to the other, and vice versa. . .Itis .
‘not to be assumed that we offer for sale articles essential f or our
‘own consumption ... We wish to part with a useless thing, in
,_order to get one that we need; we want to give less for more :
:It was natural to think that, in an exchange, one value was glven
“for another equal to it whenever each of the articles exchanged
as of equal value with the same quantity of gold.. .. But there
another point to be considered in our calculation. The question
‘15,.whether we both exchange something superfluous for some-
ing necessary.”®> We see in this passage how Condillac not only
confuses use-value with exchange value, but in a really childish
‘manner assumes that, in a society in which the production of com-
odities is well developed, each producer produces his own means

. “‘Dove é egualita non é lucro’ (Galiani, Della Moneta, in Custodi, Parte

oderna, Vol. 4, p. 244).

'6: “The exchange becomes unfavourable for one of the parties when some,
nal circumstance comes to. lessen or increase the price; then equality is:.

angeltself’ (Le Trosne op. cit., p. 904).

ace between two equal values. It is therefore not a means of self -enrlchment :
ice as much is given as is received” (Le Trosne, op. cit., p. 903).
-+ 8. Condillac, Le Commerce et le gouvernement (1776) ed. Daire and Moli-
i mati; in the Mélanges d’économie politique, Paris, 1847, pp. 267, 291.

figed; but this 1nfr1ngement arises from that cause and not from the' ex-f— :
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of subsistence, and throws into circulation only what is super-
fluous, the excess over his own requirements.® Still, Condillac’s
argument is frequently repeated by modern economists, especially
when the point is to show that the exchange of commodities in its
developed form, commerce, is productive of surplus-value. For
instance, ‘Commerce ... adds value to products, for the same
products in the hands of consumers are worth more than in the
hands of producers, and it may strictly be considered an act of
production,’'® But commodities are not paid for twice over, once
on account of their use-value, and a second time on account of
their value. And though the use-value of a commodity is more
serviceable to the buyer than to the seller, its money-form is more
so to the seller. Would he sell it.otherwise? We might therefore
just as well say that the buyer performs what is ‘strictly’ an ‘act of
production’ by converting stockin gs, for example, into money.

If commodities, or commodities and money, of equal exchange-
value, and consequently equivalents, are exchanged, it is plain that
‘no one abstracts more value from circulation than he throws into
it. The formation of surplus-value does not take place. In its pure

-form, the circulation process necessitates the exchange of equiva-
lents, but in reality processes do not take place in their pure form.
Let us therefore assume an exchange of non-equivalents:

In any case the market for commodities is frequented only by
owners of commodities, and the power which these persons
exercise over each other is no other than the power of their com-
modities. The material variety of the commodities is the material
driving force behind their exchange, and. it makes buyers and
sellers mutually dependent, because none of them possesses the
object of his own need, and each holds in his own hand the object
-of another’s need. Apart from this material variety in their use-
values, there is only one other mark of distinction between com-

9. Le Trosne therefore answers his friend Condillacquitecorrectly as follows:
‘In a developed society absolutely nothing is superfluous.” At the same time
he teases him by saying that ‘If both the persons who exchange receive more in
return for an equal amount, and part with less in return for an equal amount,
they both get the same.™ It is because Condillac has not the remotest idea of the
nature of exchange-value that he has been chosen by Herr Professor Wilhelm
Roscher as a suitable guarantor of the soundness of his own childish notions.
SeeRoscher’s Die Grundlagen der Nationalokonomie, 3rd edn, 1858.

10. S. P. Newman, Elements of Political Economy, Andover and New York,
1835, p. 175.

*Le Trosne, op. cit., pp. 907, 904.
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+modities, the distinction .between their natural form and their
-converted form, between commodities and money. Consequently,
“’the owners of commodities can be differentiated only into sellers,
.those who own commodities, and buyers, those who own money.
'f“ :Suppose then that some inexplicable privilege allows the seller
,to sell his commodities above their value, to sell what is worth
~+=+100-for 110, therefore with a nominal price increase of 10 per cent.
" In this case the seller.pockets a surplus-value of 10. But after he
' "‘has sold he becomes’ a buyer. A third owner of commodities now
“.comes to him as seller, and he too, for his part, enjoys the privilege
~~of selling his commodities 10 per cent too dear. Our friend gained
.10 as a seller only to lose it again as a buyer.!! In fact the net
“result is that all owners of commodities sell their goods to each
-‘other at 10 per cent above their value, which is exactly the same
...-as.if they sold them at their true value. A universal and nominal
~price increase of this kind has the same effect as if the values of
- commodities had been expressed for example in silver instead of in
- gold. The money-names or prices of the commodities would rise,
“but the relations between their values would remain unchanged.
““ . Let us make the opposite assumption, that the buyer has the
-“privilege of purchasing commodities below their value. In this
_case we do not even need to recall that he in his turn will become
-aseller. He was a seller before he became a buyer; he had already
“,lost 10 per cent as a seller before he gained 10 per cent as a buyer.!2
" ‘Everything remains as it was before.
- -The formation of surplus-value, and therefore the transforma-
“tion of money into capital, can consequently be explained neither
“by assuming that commodities are sold above their value, nor -
"7 by-assuming thatthey are bought at less than their value.!3

11. ‘By the augmentation of the nominal value of the produce ... sellers
[are] not enriched . . . since what they gain as sellers, they precisely expend in
e quality of buyers ([J. Grayl,* The Essential Principles of the Wealth of
ations etc., London, 1797, p 66). »

12. ‘If one is compelled to sell a quantity of a certain product for 18 livres
hen it has a value of 24 livres, then, when one employs the sarne amount-of
.....money in buying, one will receive for 18 livres the same quantity of the product

;“‘as24 livres would have bought otherwise’ (Le Trosne, op. cit., p. 897).

.13. ‘A seller can normally only succeed in raising the prices of his com-
odities if he agrees to pay, by and large, more for the commodities of the

John Gray, eighteenth-century writer on economic and political questioﬁs.
ot to be confused with John Gray (1798-1850), utopian socialistand follower
f Robert Owen.
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The problem is in no way simplified if extraneous matters are
smuggled in, as with Colonel Torrens: ‘Effectual demand consists
in the power and inclination (!), on the part of consumers, to give
for commodities, either by immediate or circuitous barter, some
greater portion of ... capital than their production costs.’** In
circulation, producers and consumers confront each other oply as
buyers and sellers. To assert that the surplus-value acquired by
the producer has its origin in the fact that consumers pay for
commodities more than their value is only to disguise the following
simple phrase: the owner of commodities possesses, as a seller,
the privilege of selling too dear. The seller has himself produced
the commodities or represents their producer, but the buyer has
to no less an extent produced the commodities represented by his
money, or represents the producer of those commodities. One
producer is therefore confronted with another producer. The
distinction between them is that one buys and the other sells.
The fact that the owner of the commodities sells them at more
than their value, under the designation of producer, and pays too
much for them, under the designation of consumer, does not
carry us a single step further.®

The consistent upholders of the mistaken theory that surplus-
value has its origin in a nominal rise of prices or in the privilege
which the seller has of selling too dear assume therefore that there
exists a class of buyers who do not sell, i.e. a class of consumers
who do not produce. The existence of such a class is inexplicable
from the standpoint we have so far reached, that of simple cir-
culation. But let us anticipate. The money with which such a
class is constantly making purchases must constantly flow into
its coffers without any exchange, gratis, whether by might or by
right, from the pockets of the commodity-owners themselves. To
sell commodities at more than their value to such a class is only
to get back again, by swindling, a part of the money previously

other sellers; and for the same reason a consumer can normally only pay less -
for his purchases if he submits to a similar reduction in the prices of the things
hesells’ (Mercier de la Riviére, op. cit., p. 555). -
14. R. Torrens, An Essay on the Production of Wealth, London, 1821, p. 349.
15. ‘The idea of profits being paid by the consumers, is, assuredly, very
absurd. Who are the consumers?’ (G. Ramsay, An Essay on the Distribution of
Wealth, Edinburgh, 1836, p. 183).
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‘. handed over for nothing.!® Thus, the towns of Asia Minor paid a
~yearly money tribute to ancient Rome. With this money Rome
‘bought commodities from them, and bought them too dear. The

.- provincials cheated the Romans, and in this way swindled back

“i from their conquerors a portion of the tribute in the course of
'trade. Yet, for all that, the provincials remained the ones who had

~-been cheated. Their goods were still paid for with their own
~money. That is not the way to get rich or to create surplus-value.

"+ Let us therefore keep within the limits of the exchange of com-
.modities, where sellers are buyers, and buyers are sellers. Our

-perplexity may perhaps have arisen from conceiving people
merely as personified categories, instead of as individuals.

" A may be clever enough to get the advantage of B and C without
thelr being able to take their revenge. A sells wine worth £40 to B,

“and obtains from him in exchange corn to the value of £50. A

s has converted his £40 into £50, has made more money out of less,
+and has transformed his commoditiesinto capital. Let us examine
; this a little more closely. Before the exchange we had £40 of wine

" in the hands of A, and £50 worth of corn in those of B, a total value

‘_A_of £90. After the exchange we still have the same total value
-~ of £90. The value-in circulation has not increased. by one.iota;
all that has changed is its distribution between A and B. What
-~appears on one side as a loss of value appears on the other side as
surplus-value; what appears on one side as a minus appears on
.the other s1de as a plus. The same change would have taken place
if A, without the disguise provided by the exchange, had directly
“$tolen the £10 from B. The sum of the values in circulation can

~clearly not be augmented by any change in their distribution, any

more than a ’{ewxcan increase the quantity of the precious metals

“rjria‘country by selling a farthing from the time of Queen Anne for

:/16. ‘When a man is in want of a demand, does Mr Malthusrecommend hlm
to pay some other person to take off his goods?’ is a question put by anin-
funated Ricardian to Malthus, who, like his disciple Parson Chalmers;*
economlcally glorifies this class of simple buyers or consumers. See An Ingiiry

““into Those Principles, Respecting the Nature of Demand and the Necessity-of . -
Consumptwn Lately Advocatedby Mr Malthus etc.,London, 1821, p. 55.
.[+*The Reverend Thomas Chalmers (1780-1847) was a Scottish Presbyterian
: xmmster who taught moral philosophy and divinity, as well as writing books
“ion political economy. ‘Malthus’s theory is expressed in an exaggerated and

éven mort nauseating form by Thomas Chalmers (Professor of Dlvmlty)’
heories of Surplus—Value, Part 3, p. 56). ‘
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a guinea. The capitalist class of a given country, taken as a whole,
cannot defraud itself.*”

However much we twist and turn, the final conclusion remains the
same. If equivalents are exchanged, no surplus-value results, and if
non-equivalents are exchanged, we still have no surplus-value.18
Circulation, or the exchange of commodities, creates no value.1?
Tt can be understood, therefore, why, ‘in our-analysis of the
primary form of capital, the form in which it determines the
economic organization of modern society, we have entirely left
out of consideration its well-known and so to speak antediluvian
forms, merchants’ capital and usurers’ capital.

The form M-C-M’, buying in order to sell dearer, is at its
purest in genuine merchants’ capital. But the whole of this move-
ment takes place within the sphere of circulation. Since, however,
itis impossible, by circulation alone, to explain the transformation
of money into- capital, and the formation of surplus-value,
merchants’ capital appears to be an impossibility, as long. as
equivalents are exchanged;2° it appears, therefore, that it can

17. Destutt de Tracy, although, or perhaps because, he'was a Membre de
PInstitut,* held the opposite view. The industrial capitalists, he says, make
profits because ‘they all sell for more than it has cost to produce. And to whom
dothey sell? In the first instance to one another’ (op. cit., p. 239).

18. ‘The exchange of two.equal values neither increases nor diminishes the
amount of the values present in society. Equally, the exchange of two unequal
values . . .effects no change in the sum of social values, although it adds to the
wealth of one person what it removes from the wealth of another’ (J. B. Say,
op. cit., Vol. 2, pp. 443-4). Say, who is of course untroubled by the conse-
quences of this statemént, borrows it almost word for word from the Physio-
crats. The following example will show how Monsieur Say exploited the
writings of the Physiocrats, in his day quite forgotten, for the purpose of in- ~
creasing the ‘value’ of his own. His ‘most celebrated’ saying, ‘Products can
only be bought with products’ (op. cit.,, Vol. 2, p. 441), runs as follows in the
original Physiocratic work: ‘Products can only be paid for with products’ (Le
Trosne, op. cit., p. 899).

19. 'Exchange confers no value at all upon products’ (F. Wayland, The
Elements of Political Economy, Boston, 1843, p. 169). )

20. ‘Under therule of invariable equivalents commerce would be impossible’
(G. Opdyke, A Treatise on Political Economy, New York, 1851, pp. 66-9).
‘The difference between real value and exchange-value is based on one fact -

*That is, a-member of the Institut de France, the government-financed and
run association which was established in 1793 to * promote the arts and sciences’
and still groups beneath its aegis the five great French literary and scientific
academies (Académie Frangaise, Académie des Inscriptions, Académie des
Sciences, Académie des Beaux-arts, Académie des Sciences Morales et
Politiques).
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only be derived from the twofold advantage gained, over both the
selling and the buying producers, by the merchant who parasitic-
-ally inserts himself between them. It is in this sense that Franklin
says ‘war is robbery, commerce is cheating’.2! If the valorization
" of merchants’ capital is not to be explained merely by frauds
practised on the producers of commodities, a long series of inter-
--mediate steps would be necessary, which are as yet entirely absent,
- since here our only assumption is the circulation of commodities
“and its simple elements.
What we have said with reference to merchants’ capital applies
. still more to usurers’ capital. In merchants’ capital the two
extremes, the money which is thrown upon the market and the
augmented money which is withdrawn from the market, are at
least mediated through a purchase and a sale, through the move-
“ ment of circulation. In usurers’ capitalthe form M—-C-M’ is reduced
. to the unmediated extremes M—M’, money which is exchanged for
: more money, a form incompatible with the nature of money and
> therefore inexplicable from the standpoint of the exchange of
- commodities. Hence Aristotle says: ‘Since chrematistics. is a
“‘double science, one part belonging to commerce, the other to
~economics, the latter being necessary and praiseworthy, the former
~ based on circulation and with justice disapproved (for it is not
based on Nature, but on mutual cheating), the usurer is most
‘rightly hated, because money itself is the source of his gain, and is
“not used for the purposes for which it was invented. For it
“originatedfor the exchange of commodities, but interest makes out
+ of money, more money. Hence its name.” (téxog interest and
offsprmg) ‘For the offspring resembles the parent. But interest -
“-is:money, so that of alL~modes of making a living, this is the most
‘contrary to Nature.’2?
In the course of our mvestlgatlon we shall find that both
merchants’ capxtal and . interest-bearing capital are derivative
forms and at the same time it will become clear why, hlstorlcally,
'these two forms appear bef ore the modern primary form of capital.

namely, that the value of a thing differs from the so-called equivalent glven
for it in trade, i.e. that this equivalent is not an equivalent’ (F. Engels, op. cit,,
96) [English translation, p. 427].

21. Benjamin Franklin, Positions o be Examined, Concerning National
ealth,in Works, Vol. 2, ed. Sparks, p. 376.

22. Aristotle, op. cit., c. 10 [English translation, para 1258b).
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We have shown that surplus-value cannot arise from circu-
lation, and therefore that, for it to be formed, something must take
place in the background which is not visible in the circulation
itself.2> But can surplus-value originate anywhere else than in
circulation, which is the sum total of all the mutual relations of
commodity-owners? Outside circulation, the commodity-owner
only stands in a relation to his own commodity. As far as the
value of that commodity is concerned, the relation is limited to
this, that the commodity contains a quantity of his own labour
which is measured according to definite social laws. This quantity
of labour is expressed by the magnitude of the value of his com-
modity, and since the value is reckoned in money of account,
this quantity is also expressed by the price, £10 for instance. But
his labour does not receive a double representation: it is not
represented both in the value of the commodity and in an excess
quantity over and above that value, it is not represented in a price
of 10 which is simultaneously a price of 11, i.e. in a value which is
greater than itself. The commodity-owner can create value by his
labour, but he cannot create values which can valorize themselves.
He can increase the value of his commodity by adding fresh
labour, and therefore more value, to the value in hand, by making
leather into boots, for instance. The same material now has more
value, because it contains a greater quantity of labour. The boots
have therefore more value than the leather, but the value of the
leather remains what it was. It has not valorized itself, it has not
annexed surplus-value during the making of the boots. It is
therefore impossible that, outside the sphere of circulation, a
producer of commodities can, without coming into contact with
other commodity-owners, valorize value, and consequently
transform money or commodities into capital.

Capital cannot therefore arise from circulation, and it is equally
impossible for it to arise apart from circulation. It must have its
«origin both in circulation and not in circulation.

We therefore have a double result.

The transformation of money into capital has to be developed
on the basis of the 1mmanent laws of the exchange of commodmes

23. *Profit, in the usual condition of the market, is not made by exchanging..
Had it not existed before, neither could it after that transaction’ (Ramsay, op.
cit., p. 184).
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valents.2* The money-owner, who is as yet only a capitalist ‘in
larval form, must buy his commodities at their value, sell them at
their value, and yet at the end of the process withdraw more value
from circulation than he threw into it at the beginning. His emer-
gence as a butterfly must, and yet must not, take place in the sphere
of circulation. These are the conditions of the problem. Hic
Rhodus, hic saltal*

24. The reader will see from the foregoing discussion that the meaning of
this statement is only as follows: the formation of capital must be possible
even though the price and the value of a commodity be the same, for it cannot
be explained by referring to any divergence between priceand value. If prices
actually differ from values, we must first reduce the former to the latter, i.e.
disregard this situation as an accidental one in order to observe the pheno-
menon of the formation of capital on the basis of the exchange of commodities
in its purity, and to prevent our observations from being interfered with by dis-
turbing incidental circumstances which are irrelevant to the actual course of
the process. We know, moreover, that this reduction is not limited to the field
of science. The continual oscillations in prices, their rise and fall, compensate
each other, cancel each other out, and carry out their own reduction to an
average price which is their internal regulator. This average price is the guiding
light of the merchant or the manufacturer in every undertaking of a lengthy
nature. The manufacturer knows that if a long period of time is considered,
commodities are sold neither over nor under, but at, their average price. If,
therefore, he wereat all interested indisinterested thinking, he would formulate
the problem of the formation of capital as follows: How_can we account for
the origin of capltal on theassumption that prices are regulated Dbythe average
gl_'iéé?i €. ultlmately ‘by the value of the commodities? I say *ultimately® be-
cause average prices do not directlycoincide with the values of commodities,
as Adam Smith, Ricardo, and others believe.*

*‘Ricardo accepts Smith’s confusion or identification of exchange-value
withcost-price or natural price,’” a confusion basedon the notion that exchange-
value is formed by putting together the values of wages, profit and rent
(Theories of Surplus-V alue, Part 11, p. 217).

*This is the reply made, in one of Aesop’s fables, to a boaster who claimed
he had once made an immense leap in Rhodes. ‘Rhodes is here. Leap here and
now.’ But it is also a reference back to the Preface to Hegel’s Philosophy of
Right, where he uses the quotation to illustrate his view that the task of philo=
sophy is to apprehend and comprehend what is, rather than what ought:to be,



Chapter 6: The Sale and Purchase of
Labour-Power

The change in value of the money which has to be transformed
into capital cannot take place in the money itself, since in its
function as means of purchase and payment it does no more than
realize [realisieren] the price of the commodity it buys or pays for,
while, when itsticksto its own peculiar form, it petrifies into a mass
of value of constant magnitude.! Just aslittle can this change origin-
ate in the second act of circulation, the resale of the commodity,
for this act merely converts the commodity from its natural form
back into its money-form. The change must therefore take place
in the commodity which is bought in the first act of circulation,
M-C, but not in its value, for it is eqilivalents which are being ex-
changed, and the commodity is paid for at its full value. The
change can therefore originate only in the actual use-value of the
commodity, i.e. in its consumption. In order to extract value out
of the consumption of a commodity, our friend the money-owner
must be lucky enough to find within the sphere of circulation, on
the market, a commodity whose use-value possesses the peculiar
property of being a source of value, whose actual consumption is
thereforeitself an objectification [ Vergegenstindlichung] of labour,
hence a creation of value. The possessor of money does find such
a special commodity on the market: the capacity for labour
[Arbeitsvermiogen), in other words labour-power [Arbeitskraft].
We mean by labour-power, or labour-capacity, the aggregate
of those mental and physical capabilities existing in the physical
form, the living personality, of a human being, capabilities which
he sets in motion whenever he produces a use-value of any kind.
But in order that the owner of money may find labour-power
on the market as a commodity, various conditions must first be
fulfilled. In and for itself, the exchange of commodities implies

1. *In the form of money. . . capital is productive of no profit’ (Ricardo,
Principles of Political Economy, p. 267).
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no other relations of dependence than those which result from its
own nature. On this assumption, labour-power can appear on the
market as a commodity only if, and in so far as, its possessor, the
individual whose labour-power it is, offers it for sale or sells it as
a commodity. In order that its possessor may sell it as a commod-
ity, he must have it at his disposal, he must be the free proprietor
of his own labour-capacity, hence of his person.? He amnd the
owner of money meet in the market, and enter into relations with
each other on a footing of equality as owners of commodities,
with the sole difference that one is a buyer, the other a seller;
both are therefore equal in the eyes of the law. For this relation to
continue, the proprietor of labour-power must always sell it for a
limited period only, for if he were to sell it in a lump, once and
for all, he would be selling himself, converting himself from a free
man into a slave, from an owner of a commodity into a com-
modity. He must constantly treat his labour-power as his own
propertty, his own commodity, and he can do this only by placing
it at the disposal of the buyer, i.e. handing it over to the buyer for
him to consume, for a definite period of time, temporarily. In
this way he manages both to alienate [verdussern] his labour-
power and to avoid renouncing his rights of ownership over it.?

2. In ency lopedias of classical antiquity one can read such nonsense as this:
In the ancient world capital was fully developed, ‘except for the absence of the
free worker* and of a system of credit’. Mommsen too, in his History of Rome,
commits one blunder after another in this respect.

3. Hence legislation in various countries fixes a maximum length for labour
contracts. Wherever free labour is the rule, the law regulates the conditions for
terminating this contract. In some states, particularly in Mexico (and before
the American Civil War in the territories taken by the United States from
Mexico, as also in practice in the Danubian Principalities until Cuza’s coup
d’étart), slavery is hidden under the form of peonage. By means of advances

*Just as the word * Arbeit’ can be rendered both as ‘work’ and as ‘labour’®,
50 also the word ‘Arbeiter’ can be rendered as ‘worker’ and as ‘labourer
We prefer ‘worker’ to ‘labourer’ in general, although in the case of ¢ agrlcul-'
tural labourer’ we have made an exception. This is because the word * ]abourer
has an old-fashioned and indeed a somewhat bourgeois flavour.

+ Prince Alexander Cuza, Hospodar of the Danubian Principalities
ania) from 1859 to 1866, in April 1864 proposed a land reform which
rejected by the Assembly, dominated as that was by the magnates
1864 he dissolved the Assembly ard issued a new Constitutional Statute i
endorsed by a popular plebiscite. This allowed him to impose the Agranan‘
Law of August 1864 on the country. By this law, all feudal dues and tithes were:
swept away (with generous compensation of course) and the serfs were Iega]ly
enfranchised. . :
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The second essential condition which allows the owner of
money to find labour-power in the market as a commodity is this,
that the possessor of labour-power, instead of being able to sell
commodities in which his labour has been objectified, must
rather be compelled to offer for sale as a commodity that very
labour-power which exists only in his living body.

In order that a man may be able to sell commodities other than
his labour-power, he must of course possess means of production,
such as raw materials, instruments of labour, etc. No boots can
be made without leather. He requires also the means of sub-
sistence. Nobody - not even a practitioner of Zukunftsmusik* — can
live on the products of the future, or on use-values whose pro-
duction has not yet been completed; just as on the first day of his
appearance on the world’s stage, man must still consume every
day, before and while he produces. If products are produced as
commodities, they must be sold after they have been produced,
and they can only satisfy the producer’s needs after they have been
sold. The time necessary for sale must be counted as well as the
time of production. '

For the transformasion of money into capital, therefore, the
owner of money must find the free worker available on the
commodity-market; and this worker must be free in the double
sense that as a free individual he can dispose of his labour-power
as his own commodity, and that, on the other hand, he has no
other commodity for sale, i.e. he is rid of them, he is free of all the

repayable in labour, which are handed down from generation to generation,
not only the individual worker, but also his family, become in fact the property
of other persons and their families. Juarez abolished peonage, but the so-
called Emperor Maximilian re-established it by a decree which was aptly
denounced in the House of Representatives in Washington as a decree for the
re-introduction of slavery into Mexico. ‘Single products of my particular
physical and mental skill and of my power to act I can alienate to someone else
and I can give him the use of my abilities for a restricted period, because, on
the strength of this restriction, my abilities acquire an external relation to the
totality and universality of my beirg. By alienating the whole of my time, as
crystallized in my work, and everything I produced, I would be making into
another’s property the substance of my being, my universal activity and actual-
ity, my personality> (Hegel, Philosophie des Rechts, Berlin, 1840, p. 104, para.
67) [English translation, p. 54].

*‘Music of the future’, in other words castles in the air, or dreams which
may or may not be realized.
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objects needed for the realization [Verwirklichung] of his labour-
power.

Why this free worker confronts him in the sphere of circulation
is a question which does not interest the owner of money, for he
finds the labour-market in existence as a particular branch of the
commodity-market. And for the present it interests us just as
little. We confine ourselves to the fact theoretically, as he does
practically. One thing, however, is clear: nature does not produce
on the one hand owners of money or commodities, and on the
other hand men possessing nothing but their own labour-power.
This relation has no basis in natural history, nor does it have a
social basis common to all periods of human history, It is clearly
the result of a past historical development, the product of many
economic revolutions, of the extinction of a whole series of older
formations of social production.

The economic categories already discussed similarly bear a
historical imprint. Definite historical conditions are in'volved in
the existence of the product as a commodity. In order to become
a commodity, the product must cease to be produced as the
immediate means of subsistence of the producer himself. Had we
gone further, and inquired under what circumstances all, or even
the majority of products take the form of commodities, we should
have found that this only happens on the basis of one particular
mode of production, the capitalist one. Such an investigation,
however, would have been foreign to the analysis of commodities.
The production and circulation of commodities can still take
place even though the great mass of the objects produced are
intended for the immediate requirements of their producers, and
are not turned into commodities, so that the process of social
production is as yet by no means dominated in its length and
breadth by exchange-value. The appearance of products as com-
modities requires a level of development of the division of labour
within society such that the separation of use-value from exchange-
value, a separation which first begins with barter, has already
been completed. But such a degree of development is common
to many economic formations of society [0konomische Gesell-
schaftsformationen), with the most diverse historical characteristics.

If we go on to consider money, its existence implies that'a
definite stage in the development of commodity exchange has
been reached. The various forms of money (money as the mere
equivalent of commodities, money as means of circulation, money
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as means of payment, money as ‘hoard, or money as world
currency) indicate very different levels of the process of social
production, according to the extent and relative preponderance
of one function or the other. Yet we know by experience that a
relatively feeble development of commodity circulation suffices
for the creation of all these forms. It is otherwise with capital.
The historical conditions of its existence are by no means given
with the mere circulation of money and commodities. It arises
only when the owner of the means of production and subsistence
finds the free worker available, on the market, as the seller of his
own labour-power. And this one historical pre-condition comprises
a world’s history. Capital, therefore, announces from the outset a
new epoch in the process of social production.*

This peculiar commodity, labour-power, must now be examined
more closely. Like all other commodities it has a value.® How is
that value determined?

The value of labour-power is determined, as in the case of every
other commodity, by the labour-time necessary for the production,
and consequently also the reproduction, of this specific article. In
so far as it hasvalue, it represents no more than a definite quantity
of the average social labour objectified in it. Labour-power exists
only as a capacity of the living individual. Its production con-
sequently presupposes his existence. Given the existence of the
individual, the production of labour-power consists in his repro-
duction of himself or his maintenance. For his maintenance he
requires a certain quantity of the means of subsistence. Therefore
the labour-time necessary for the production of labour-power is
the same as that necessary for the production of those means of
subsistence; in other words, the value of labour-power is the value
of the means of subsistence necessary for the maintenance of its
owner. However, labour-power becomes a reality only by being ex-
pressed; it is activated only through labour. But in the course of
this activity, i.e. labour, a definite quantity of human muscle,
nerve, brain, etc. is expended, and these things have to be re-

4. The capitalist epoch is therefore characterized by the fact that labour-
power, in the eyes of the worker himself, takes on the form of a commodity
which is his property; his labour consequently takes on the form of wage-
abour. On the other hand, it is only from this moment that the commaodity-
form of the products of labour becomes universal.

5. *The value or worth of a man, is as of all other things his price - that is to
say, so much as would be given forthe use of his power’ (T. Hobbes, Leviathan,
in Works, ed. Molesworth, London, 183944, Vol. 3, p. 76).
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placed. Since more is expended, more must be received.® If the
owner of labour-power works today, tomorrow he must again be
able to repeat the same process in the same conditions as regards
health and strength. His means of subsistence must therefore be
sufficient to maintain him in his normal state as a working in-
dividual. His natural needs, such as food, clothing, fuel and
housing vary according to the climatic and other physical peculi-
arities of his country. On the other hand, the number and extent
of his so-called necessary requirements, as also the manner in which
-they are satisfied, are themselves products of history, and depend
therefore to a great extent on the level of civilization attained by
a country; in particular they depend on the conditions in which,
and consequently on the habits and expectations with which, the
class of free workers has been formed.” In contrast, therefore, with
the case of other commodities, the determination of the value of
labour-power contains a historical and moral element. Neverthe-
less, in a given country at a given period, the average amount of the
means of subsistence necessary for the worker is a known datum.

The owner of labour-power is mortal. If then his appearance in
the market is to be continuous; and the continuous transfor-
mation of money into-capital assumes this, the seller of labour-
power must perpetuate himself ‘in the way that every living in-
dividual perpetuates himself, by procreation’.® The labour-power
withdrawn from the market by wear and tear, and by death, must
be continually replaced by, at the very least, an equal amount of
fresh labour-power. Hence the sum of means of subsistence neces-
sary for the production of labour-power must include the means
necessary for the worker’s replacements, i.e. his children, in order
that this race of peculiar commodity-owners may perpetuate its
presence on the market.®

In order to modify the general nature of the human organism in

6. In ancient Rome, therefore, the villicus, as the overseer of the agricultural
slaves, received ‘more meagre fare than working slaves, because his work was
lighter’ (T. Mommsen, RémischeGeschichte, 1856, p. 810).

7. Cf. W. T. Thornton, Over-Population and I'ts Remedy, London, 1846." -

8. Petty. g

9. ‘Its” (labour’s) ‘natural price ... consists in such a quantity of nece's-
saries and comforts of life, as, from the nature of the climate, and the habits of
the country, are necessary to support the labourer, and to enable him to rear
such a family as may preserve, in the market, an undiminished supply of
labour’ (R. Torrens, 4n Essay on the External Corn Trade, London, 1815, p.
/62). The wordlabour is here wrongly used for labour-power.
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such a way that it acquires skill and dexterity in a given branch of
industry, and becomes labour-power of a developed and specific
kind, a special education or training is needed, and this in turn
costs an equivalent in commodities of a greater or lesser amount.
The costs of education vary according to the degree of complexity
of the labour-power required. These expenses (exceedingly small
in the case of ordinary labour-power) form a part of the total
value spent in producingit.

The value of labour-power can be resolved into the value of a
definite quantity of the means of subsistence. It therefore varies
with the value of the means of subsistence, i.e. with the quantity of
labour-time required to produce them.

Some of the means of subsistence, such as food and fuel, are
consumed every day, and must therefore be replaced every day.
Others, such as clothes and furniture, last for longer periods and
need to be replaced only at longer intervals. Articles of one kind
must be bought or paid for every day, others every week, others
every quarter and so on. But in whatever way the sum total of
these outlays may be spread over the year, they must be covered
by the average income, taking one day with another. If the total
of the commodities required every day for the production of
labour-power = 4, and of those required every week = B, and
of those required every quarter = C, and so on, the daily average
3654 4+ 52B 4 4C +- ..

365

this mass of commodities required for the average day con-
tains 6 hours of social labour, then every day half a day of average
social labour is objectlﬁed in labour-power, or in other words half
a day of labour is required for the daily production of labour-
power. This quantity of labour forms the value of a day’s labour-
power, or the value of the labour-power reproduced every day. If
half a day of average social labour is present in 3 shillings, then
3 shillings is the price corresponding to the value of a day’s labour-
power. If its owner therefore offers it for sale at 3 shillings a day,
its selling price is equal to its value, and according to our original
assumption the owner of money, who is intent on transforming
his 3 shillings into capital, pays this value.

The ultimate or minimum limit of the value of labour-power is
formed by the value of the commodities which have to be sup-
plied every day to the bearer of labour-power, the man, so that he
can renew his life-process. That is to say, the limit is formed by the

of these commodities = ", Suppose that
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value of the physically indispensable means of subsistence. If the
price of labour-power falls to this minimum, it falls below its
value, since under such circumstances it can be maintained and
developed only in a crippled state, and the value of every com-
modity is determined by the labour-time required to provide it in
its normal quality.

It is an extraordinarily cheap kind of sentimentality which de-
clares that this method of determining the value of labour-power,
a method prescribed by the very nature of the case, is brutal, and
which laments with Rossi in this matter: ‘ To conceive capacity for
labour (puissance de travail) in abstraction from the workers’
means of subsistence during the production process is to conceive
a phantom (étre de raison). When we speak of labour, or capacity
for labour, we speak at the same time of the worker and his means
of subsistence, of the worker and his wages.’'® When we speak of
capacity for labour, we do notspeak of labour, any more than we
speak of digestion when we speak of capacity for digestion. As is
well known, the latter process requires something more than a
good stomach. When we speak of capacity for labour, we do not
abstract from the necessary means of subsistence. On the contrary,
their value is expressed in its value. If his capacity for labour re-
mains unsold, this is of no advantage to the worker. He will rather
feel it to be a cruel nature-imposed necessity that his capacity for
labour has required for its production a definite quantity of the
means of subsistence, and will continue to require this for its re-
production. Then, like Sismondi, he will discover that * the capa-
city for labour . . . is nothing unless it is sold .11

One consequence of the peculiar nature of labour-power as a
commodity is this, that it does not in reality pass straight away
into the hands of the buyer on the conclusion of the contract
between buyer and seller. Its value, like that of every other com-
modity, is already determined before it enters into circulation, for
a definite quantity of social labour has been spent on the produc-
tion of the labour-power. But its use-value consists in the subs.
sequent exercise of that power. The alienation [Verdusserung].of
labour-power and its real manifestation [Ausserung], i.e. the period
of its existence as a use-value, do not coincide in time. But in those
cases in which the formal alienation by sale of the use-value of a

10. Rossi, Cours d’économie politique, Brussels, 1842, pp. 370-71.
11. Sismondi, Nouvelles Principesetc., Vol. 1, p. 113.
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commodity is not simultaneous with its actual transfer to. the
buyer, the money of the buyer serves as means of payment.!?

In every country where the capitalist mode of production pre-
vails, it is the custom not to pay for labour-power until it has
been exercised for the period fixed by the contract, for example,
at the end of each week. In all cases, therefore, the worker ad-
vances the use-value of his labour-power to the capitalist. He lets
the buyer consume it before he receives payment of the price.
Everywhere the worker allows credit to the capitalist. That this
credit is no mere fiction is shown not only by the occasional loss of
the wages the worker has already advanced, when a capitalist goes
bankrupt,!3 but also by a series of more ldng-lasting consequ-
ences.!¢ )

12. *All labour is paid after it has ceased’ (A4n Inquiry into Those Principles,
Respecting the Nature of Demand, etc., p. 104). ‘The system of commercial
credit had to start at the moment when the worker, the prime creator of pro-
ducts, could, thanks to his savings, wait for his wages until the end of the week,
the fortnight, the month, the quarter, etc.’ (C. Ganilh, Des systémes de
I'économie politique, 2nd edn, Paris, 1821, Vol. 1, p. 150).

13. ‘The worker lends his industry,’ says Storch. But he slyly adds to this
the statement that the worker ‘risks nothing’, except *the loss of his wages. . .
The worker does not hand over anything of a material nature’ (Storch, Cours
d’économie politique, St Petersburg, 1815, Vol. 2, pp. 36-7).

14. One example. In London there are two sorts of bakers, the ‘full priced’,
who sell bread at its full value, and the ‘undersellers’, who sell it at less than
its value. The latter class comprises more than three-quarters of the total
number of bakers (p. xxxii in the Report of H. S. Tremenheere, the com-
missioner appointed to examine ‘the grievances complained of by the journey-
men bakers’, etc., London, 1862). The undersellers, almost without exception,
sell bread adulterated with alum, soap, pearl-ash, chalk, Derbyshire stone-
dust and other similar agreeable, nourishing and wholesome ingredients. (See
the above-cited Blue Book, as also the report of the select committee of 1855
on the adulteration of food, and Dr Hassall’s Adulterations Detected, 2nd edn,
London, 1861.) Sir John Gordon stated before the committee of 1855 that ‘in
consequence of these adulterations, the poor man, who lives on two pounds of
bread a day, does not now get one-fourth part of nourishing matter, let alone
the deleterious effects on his health’. Tremenheere states (op. cit., p. xlviii) as
thereason whya ‘ very large part of the working class’, although wellaware of
this adulteration, nevertheless accept the alum, stone-dust, etc. as part of their
purchase, that it is for them ‘a matter of necessity to take from their baker or
from the chandler’s shop such bread as they choose to supply*: As they are not
paid their wages before the end of the week, they in their turn are unable ‘to
pay for the bread consumed by their families during the week, before the end
of the week’, and Tremenheere adds on the evidence of witnesses, ‘itis notori-
ous that bread composed of those mixtures is made expressly for sale in this
manner’. ‘In many English agricultural districts® (and still more in Scottish)
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Whether money serves as a means of purchase or a means of
payment, this does not alter the nature of the exchange of com-
modities. The price of the labour-power is fixed by the contract,
although it is not realized till later, like the rent of a house. The
labour-power is sold, although it is paid for only at a later period.
It will therefore be useful, if we want to conceive the relation in its
pure form, to presuppose for the moment that the possessor of
labour-power, on the occasion of each sale, immediately receives
the price stipulated in the contract.

We now know the manner of determining the value paid by the
owner of money to the owner of this peculiar commodity, labour-
power. The use-value which the former gets in exchange manifests
itself only in the actual utilization, in the process of the consump-
tion of the labour-power. The money-owner buys everything
necessary for this process, such as raw material, in the market, and
pays the full price for it. The process of the consumption of labour-
power is at the same time the production process of commodities
and of surplus-value. The consumption of labour-power is com-
pleted, as in the case of every other commodity, outside the market
or the sphere of circulation. Let us therefore, in company with the
owner of money and the owner of labour-power, leave this noisy
sphere, where everything takes place on the surface and in full view
of everyone, and follow them into the hidden abode of production,

‘wages are paid fortnightly and even monthly; with such long intervals be-
tween the payments, the agricultural labourer is obliged to buy on credit . . .
He must pay higher prices, and is in fact tied to the shop which gives him credit.
Thus at Horningham in Wilts., for example, where the wages are monthly,
the same flour that he could buy elsewhere at 1s. 10d. per stone, costs him
2s. 4d. per stone’ (Public Health, Sixth Report of the Medical Officer of the
Privy Council, etc., 1864, p. 264). ‘The block-printers of Paisley and Kil-
marnock’ (Western Scotland) ‘ enforced in 1833 by a strike the reduction of the
period of payment from monthly to fortnightly’ (Reports of the Inspectors of
Factories . . . 31 October 1853, p. 34). As a further nice development from the
credit given by the workers to the capitalist, we may refer to the method
adopted by many English coal-owners whereby the worker is not paid till the
end of the month, and in the meantime receives sums on account from the
capitalist, often in goods for which the miner is obliged to pay more than the
market price (truck system). ‘It is a common practice with the coal masters to
pay once a month, and advance cash to their workmen at the end of each inter-
mediate week. The cash is given in the shop’ (i.e. the tommy-shop which be-
longs to the master); ‘the men take it on one side and lay it out on the other’
(Children’s Employment Commission, Third Report, London, 1864, p. 38, n.
192).
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on whose threshold there hangs the notice ‘No admittance except
on business’. Here we shall see, not only how capital produces, but
how capital is itself produced. The secret of profit-making must at
last be laid bare.

“The sphere of mrculatxon or commodity exchange, within whose
boundaries the sale and purchase of labour-power goes on, is in
fact a very Eden of the innate rights of man. It is the exclusxve
realm of Freedom, Equality, Property and Bentham. Freedom, be-
caiise both buyer and seller of a commodity, let us say of labour-
power, are determined only by their own free will. They contract
as free persons, who are equal before the law. Their contract is the
final resultin which their joint will finds a common legal expression.
Equality, because each enters into relation with the other, as with
a simple owner of commodities, and they exchange equivalent for
equivalent. Property, because each disposes only of what is his
own. And Bentham, because each looks only to his own advantage.
The only force bringing them together, and putting them into
relation with each other, is the selfishness, the gain and the private
interest of each. Each pays heed to himself only, and no one
worries about the others. And precisely for that reason, either in
accordance with the pre-established harmony of things, or under
the auspices of an omniscient providence, they all work together
to their mutual advantage, for the common weal, and in the com-
mon interest.

When we leave this sphere of simple circulation or the exchange
of commodities, which provides the ‘free-trader vulgaris’ with his
views, his concepts and the standard by which he judges the society
of capital and wage-labour, a certain change takes place, or so it
appears, in the physiognomy of our dramatis personae. He who
was previously the money-owner now strides out in front as a
capitalist; the possessor of labour-power follows as his worker.
The one smirks self-importantly and is intent on business; the
other is timid and holds back, like someone who has brought his
own hide to market and now has nothing else to expect but — a
tanning,
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Chapter 7: The Labour Process and the
Valorization Process

I. THE LABOUR PROCESS

The use of labour-power is labour itself. The purchaser of labour-
power consumes it by setting the seller of it to work. By working,
the latter becomes in actuality what previously he only was
potentially, namely labour-power in action, a worker. In order to
embody his labour in commodities, he must above all embody it in
use-values, things which serve to satisfy needs of one kind or
another. Hence what the capitalist sets the worker to produce is a
particular use-value, a specific article. The fact that the production
of use-values, or goods, is carried on under the control of a
capitalist and on his behalf does not alter the general character of
that production. We shall therefore, in the first place, have to
consider the labour process independently of any specific social
formation.

Labour is, first of all, a process between man and nature, a
process by which man, through his own actions, mediates,
regulates and controls the metabolism between himself and nature.
He confronts the materials of nature as a force of nature. He
sets in motion the natural forces which belong to his own body,
his arms, legs, head and hands, in order to appropriate the
materials of nature in a form adapted to his own needs. Through
this movement he acts upon external nature and changes it, and
in this way he simultaneously changes his own nature. He “de-
velops the potentialities slumbering within nature, and subjects:the
play of its forces to his own sovereign power. We are not dealmg
here with those first instinctive forms of labour which remain on
the animal level. An immense interval of time separates the state of
things in which a man brings his labour-power to market for sale
asa commodity from the situation when human labour had not yet
cast off its first instinctive form. We presuppose labour in a form in




284 The Production of Absolute Surplus-Value

which it is an exclusively human characteristic. A spider conducts
operations which resemble those of the weaver, and a bee would
put many a human architect to shame by the construction of its
honeycomb cells. But what distinguishes the worst architect from
the best of bees is that the architect builds the cell in his mind be-
fore he constructs it in wax. At the end of every labour process, a
result emerges which had already been conceived by the worker at
the beginning, hence already existed ideally. Man not only effects a
change of form in the materials of nature; he also realizes [ver-
wirklicht] his own purpose in those materials. And this is a purpose
he is conscious of, it determines the mode of his activity with the
rigidity of a law, and he must subordinate his will to it. This sub-
ordination is no mere momentary act. Apart from the exertion of
the working organs, a purposeful will is required for the entire
duration of the work. This means close attention. The less he is
attracted by the nature of the work and the way in which it has
to be accomplished, and the less, therefore, he enjoys it as the
free play of his own physical and mental powers, the closer his
attention is forced to be.

The simple elements of the labour process are (1) purposeful
activity, that is work itself, (2) the object on which that work is
performed, and (3) the instruments of that work.

The land (and this, economically speaking, includes water) in its
original state in which it supplies' man with necessaries or means
of subsistence ready to hand is available without any effort on his
part as the universal material for human labour. All those things
which labour merely separates from immediate connection with
their environment are objects of labour spontaneously provided by
nature, such as fish caught and separated from their natural
element, namely water, timber felled in virgin forests, and ores ex-
tracted from their veins. If, on the other hand, the object of labour
has, so to speak, been filtered through previous labour, we call it
raw material. For example, ore already extracted and ready for
washing. All raw material is an object of labour [Arbeitsgegen-
stand], but not every object of labour is raw material ; the object of

1. *The earth’s spontaneous productions being in small quantity, quite in-
dependent of man, appear, as it were, to be furnished by Nature, in the same
way as a small sum is given to a young man, in order to put him in a way of
industry, and of making his fortune’ (James Steuart, Principles of Political
Economy, Dublin, 1770, Vol. 1, p. 116).
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labour counts as raw material only when it has already undergone
some alteration by means of labour.*

An instrument of labour is a thing, or a complex of things, which
the worker interposes between himself and the object of his labour
and which serves as a conductor, directing his activity onto that
object. He makes use of the mechanical, physical and chemical
properties of some substances in order to set them to work on
other substances as instruments of his power, and in accordance
with his purposes.? Leaving out of consideration such ready-
made means of subsistence as fruits, in gathering which a man’s
bodily organs alone serve as the instruments of his labour, the
object the worker directly takes possession of is not the object of
labour but its instrument. Thus nature becomes one of the organs
of his activity, which he annexes to his own bodily organs, adding
stature to himself in spite of the Bible. As the earth is his original
larder, so too it is his original tool house. It supplies him, for
instance, with stones for throwing, grinding, pressing, cutting, etc.
The earth itself is an instrument of labour, but its use in this way,
in agriculture, presupposes a whole series of other instruments
and a comparatively high stage of development of labour-power.3
As soon as the labour process has undergone the slightest de-
velopment, it requires specially prepared instruments. Thus we
find stone implements and weapons in the oldest caves. In the
earliest period of human history, domesticated animals, i.e. ani-
mals that have undergone modification by means of labour, that

2. ‘Reason is as cunning as it is powerful. Cunning may be said to lie in
the intermediative action which, while it permits the objects to follow their
own bent and act upon one another till they waste away, and does not itself
directly interfere in the process, is nevertheless only working out its own aims’
(Hegel, Enzyklopddie, Erster Theil, Die Logik, Berlin, 1840, p. 382) [Para. 209,
Addition. English translation: Hegel's Logic, tr. W. V. Wallace (revised by
J. N. Findlay), Oxford, 1975, pp. 272-3].

3. In his otherwise miserable work Théorie de I'économie politique, Paris,
1815, Ganilh enumerates in a striking manner in opposition to the Physiocrats®*
the long series of labour processes which form the presupposition for agrlcul-
ture properly so called.

*‘For the Physiocrats, the productivity of labour appeared as a g:ft of
nature, a praducnve power of nature . . . Surplus-value therefore appeared as a

giftof nature’ (T heories of Surplus- Val ue, Part 1, pp. 49-51).

* Marx thus uses the term ‘raw material”’ in a technical sense, narrower than
that of standard English usage.
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have been bred specially, play the chief part as instruments of
labour along with stones, wood, bones and shells, which have also
had work done on them.* The use and construction of instruments
of labour, although present in germ among certain species of
animals, is characteristic of the specifically human labour process,
and Franklin therefore defines man as ‘a tool-making animal’.
Relics of bygone instruments of labour possess the same impor-
tance for the investigation of extinct economic formations of
society as do fossil bones for the determination of extinct species of
animals. It is not what is made but how, and by what instruments
of labour, that distinguishes different economic epochs.® Instru-
ments of labour not only supply a standard of the degree of
development which human labour has attained, but they also
indicate the social relations within which men work. Among the
instruments of labour, those of a mechanical kind, which, taken
as a whole, we may call the bones and muscles of production,
offer much more decisive evidence of the character of a given social
epoch of production than those which, like pipes, tubs, baskets,
jars etc., serve only to hold the materials for labour, and may be
given the general denotation of the vascular system of production.
The latter first begins to play an important part in the chemical
industries.®

In a wider sense we may include among the instruments of
labour, in addition to things through which the impact of labour
on its object is mediated, and which therefore, in one way or
another, serve as conductors of activity, all the objective conditions
necessary for carrying on the labour process. These do not enter
directly into the process, but without them it is either impossible
forit to take place,or possible only to a partial extent. Once again,
the earth itself is a universal instrument of this kind, for it provides

4.1In his Réflexions sur la formation et la distribution des richesses (1766),
Turgot gives a good account of the importance of domesticated animals for
the beginnings of civilization.

5. The least important commodities of all for the technological comparison
of different epochs of production are articles of real luxury.

6. The writers of history have so far paid very little attention to the develop-
ment of material production, which is the basis of all social life, and there-
fore of all real history. But prehistoric times at any rate have been classified
on the basis of the investigations of natural science, rather than so-called
historical research. Prehistory has been divided, accordingto the materials
used to make tools and weapons, into the Stone Age, the Bronze Age and the
Iron Age.
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the worker with the ground beneath his feet and a ‘field of em-
ployment’ for his own particular process. Instruments of this kind,
which have already been mediated through past labour, include
workshops, canals, roads, etc.

In the labour process, therefore, man’s activity, via the instru-
ments of labour, effects an alteration in the object of labour which
was intended from the outset. The process is extinguished in the
product. The product of the process is a use-value, a piece of
natural material adapted to human needs by means of a change in
its form. Labour has become bound up in its object: labour has
been objectified, the object has been worked on. What on the side
of the worker appeared in the form of unrest [Unruhe] now ap-
pears, on the side of the product, in the form of being [Sein], as a
fixed, immobile characteristic. The worker has spun,-and the pro-
duct is a spinning.*

If we look at the whole process from the point of view of its
result, the product, it is plain that both the instruments and the
object of labour are means of production’ and that the labour it-
self is productive labour.8

Although a use-value emerges from the labour process, in the
form of a product, other use-values, products of previous labour,
enterinto it as means of production. The same use-value is both the
product of a previous process, and a means of production in a
later process. Products are therefore not only results oflabour, but
also its essential conditions.

With the exception of the extractive industries, such as mining,
hunting, fishing (and agriculture, but only in so far as it starts by
breaking up virgin soil), where the material for labour is provided
directly by nature, all branches of industry deal with raw material,
i.e. an object of labour which has already been filtered through
labour, which is itself already a product of labour. An example is
seed in agriculture. Animals and plants which we are accustomed
to consider as products of nature, may be, in their present form,-

7. It appears paradoxical to assert that uncaught fish, for instance, are a
means of production in the fishing industry. But hitherto no one has discos/ei‘gd
the art of catching fish in waters that contain none. )

8. This method of determining what is productive labour, from the stand-
point of the simple labour process, is by no means sufficient to cover the .
capitalist process of production.

*‘Spinning’: a quantity of thread or spun yarn (O.E.D.).
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not only products of, say, last year’s labour, but the result of a
gradual transformation continued through many generations un-
der human control, and through the agency of human labour. As
regards the instruments of labour in particular, they show traces
of the labour of past ages, even to the most superficial observer, in
the great majority of cases.

Raw material may either form the principal substance of a
product, or it may enter into its formation only as an accessory.
-An accéssory may be consumed by the instruments of labour, such
as coal by a steam-engine, oil by a wheel, hay by draft-horses, or it
may be added to the raw material in order to produce some physi-
cal modification of it, as chlorine is added to unbleached linen,
coal to iron, dye to wool, or again it may help to accomplish the
work itself, as in the case of the materials used for heating and
lighting workshops. The distinction between principal substance
and accessory vanishes in the chemical industries proper, because
there none of the raw material re-appears, in its original composi-
tion, in the substance of the product.®

Every object possesses various properties, and is thus capable
of being applied to different uses. The same product may therefore
form the raw material for very different labour processes. Corn,
for example, is a raw material for millers, starch-manufacturers,
distillers and cattle-breeders. It also enters as raw material into its
own production in the shape of seed; coal both emerges from the
mining industry as a product and enters into it as a means of pro-
duction.

Again, a particular product may be used as both instrument of
labour and raw material in the same process. Take, for instance,
the fattening of cattle, where the animal is the raw material, and at
the same time an instrument for the production of manure.

A product, though ready for immediate consumption, may
nevertheless serve as raw material for a further product, as grapes
do when they become the raw material for wine. On the other
hand, labour may release its product in such a form that it can only
be used as raw material. Raw material in this condition, such as

9. Storch distinguishes between raw material (‘matiére’) and accessory
materials (*matériaux’). Cherbuliez describes accessories as ‘matiéres instru-
mentales’.* ’

*H, Storch, Cours d’économie politique, Vol. 1, St Petersburg, 1815, p. 228;
A. Cherbuliez, Richesse ou pauvreté, Paris, 1841, p. 14.
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cotton, thread and yarn, is called semi-manufactured, but should
rather be described as having been manufactured up to a certain
level. Although itself already a product, this raw material may
have to go through a whole series of different processes, and in
each of these it serves as raw material, changing its shape con-
stantly, until it is precipitated from the last process of the series in
finished form, either as means of subsistence or as instrument of
labour.

Hence we see that whether a use-value is to be regarded as raw
material, as instrument of labour or as product is determined
entirely by itsspecific function in the labour process, by the position
it occupies there: as its position changes, so do its determining
characteristics.

Therefore, whenever products enter as means of production into
new labour processes, they lose their character of being products
and function only as objective factors contributing to living labour.
A spinner treats spindles only as a means for spinning, and flax as
the material he spins. Of course it is impossible to spin without
material and spindles; and therefore the availability of these
products is presupposed at the beginning of the spinning opera-
tion. But in the process itself, the fact that they are the products
of past labour is as irrelevant as, in the case of the digestive pro-
cess, the fact that bread is the product of the previous labour of the
farmer, the miller and the baker. On the contrary, it is by their
imperfections that the means of production in any process bring to
our attention their character of being the products of past labour.
A knife which fails to cut, a piece of thread which keeps on snap-
ping, forcibly remind us of Mr A, the cutler, or Mr B, the spinner.
In a successful product, the role pla'yed by past labour in mediating.
its useful properties has been extinguished.

A machine which is not active in the labour process is useless:
In addition, it falls prey to the destructive power of natural pro-
cesses. Iron rusts; wood rots.-Yarn with which we neither weave’
nor knit is cotton wasted. Living labour must seize on these:
things, awaken them from the dead, change them from merely:"
possible into real and effective use-values. Bathed in. the fire:of:
labour, appropriated as part of its organism, and infused-with vital:
energy for the performance of the functions appropriate to their.
concept and to their vocation in the process, they are indeed con-
sumed, but to some purpose, as elements in the formation of new
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use-values, new products, which are capable of entering into in-
dividual consumption as means of subsistence or into a new labour
processas.means of production.

If then, on the one hand, finished products are not only results
of the labour process, but also conditions of its existence, their
induction into the process, their contact with living labour, is the
sole means by which they can be made to retain their character of
use-values, and be realized.

Labour uses up its material elements, its objects and its instru-
ments. It consumes them, and is therefore a process of consump-
tion. Suchproductive consumption is distinguished from individual
consumption by this, that the latter uses up products as means of
subsistence for the living individual; the former, as means of sub-
sistence for labour, i.e. for the activity through which the living
individual’s labour-power manifests itself. Thus the product of
individual consumption is the consumer himself ; the result of pro-
ductive consumption is a product distinct from the consumer.

In so far then as its instruments and its objects are themselves
products, labour consumes products.in order to create products, or
in other words consumes one set of products byturning them into
means of production for another set. But just as the labour
process originally took place only between man and the earth
(which was available independently of any human actien), so even
now we still employ in the process many means of production
which are provided directly by nature and do not represent any
combination of natural substances with human labour.

The labour process, as we have just presented it in its simple and
abstract elements, is purposeful activity aimed at the production of
use-values. It is an appropriation of what exists in nature for the
requirements of man. It is the universal condition for the metabolic
interaction [Stoffwechsel] between man and nature, the everlasting
nature-imposed condition of human existence, and it is therefore
independent of every form of that existence, or rather it is common
to all forms of society in which human beings live. We did not,
therefore, have to present the worker in his relationship with
other workers; it was enough to present man and his labour oa one
side, nature and its materials on the other. The taste of pofridge
does not tell us who grew the oats, and the process we have pre-
sented does not reveal the conditions under which it takes place,
whether it is happening under the slave-owner’s brutal lash or the
anxious eye of the capitalist, whether Cincinnatus undertakes it in
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tilling his couple of acres,* or a savage, when he lays low a wild
beast with a stone.?

Let us now return to our would-be capitalist. We left him just
after he had purchased, in the open market, all the necessary fac-
tors of the labour process; its objective factors, the means of pro-
duction, as well as its personalfactor, labour-power. With the keen
eye of an expert, he has selected the means of production and the
kind of labour-power best adapted to his particular trade, be it
spinning, bootmaking or any other kind. He then proceeds to
consumethe commodity, the labour-power he has justbought, i.e.
he causes the worker, the bearer of that labour-power, to consume
the means of production by his labour. The general character of the
labour process is evidently not changed by the fact that the worker
works for the capitalist instead of for himself ; moreover, the
particular methods and operations employed in bootmaking or
spinning are not immediately altered by the intervention of the
capitalist. He must begin by taking the labour-power as he finds it
in the market, and consequently he must be satisfied with the kind
of labour which arose in a period when there were as yet no capi-
talists. The transformation of the mode of production itself which
results from the subordination of labour to capital can only occur
later on, and we shall therefore deal with it in a later chapter.

The labour process, when it is the process by which the capitalist
consumes labour-power, exhibits two characteristic phenomena.

First, the worker works under the control of the capitalist to
whom his labour belongs; the capitalist takes good care that the
work is done in a proper manner, and the means of production are
applied directly to the purpose, so that the raw material is not
wasted, and the instruments of labour are spared, i.e. only worn
to the extent necessitated by their use in the work,

10. By a wonderful feat of logical acumen, Colonel Torrens has discovered,
in this stone of the savage, the origin of capital. ‘In the first stone which.the
savage flings at the wild animal he pursues, in the first stick that he seizes to
strike down the fruit which hangs above his reach, we see the appropriation
of one article for the purpose of aiding in the acquisition of another, and
discover the origin of capital’ (R. Torrens, An Essay on the Production of
Wealth, etc., pp. 70-71). No doubt this ‘first stick’ [Stock] would also explain
why ‘stock’in English is synonymous with capital. h

*The Roman patrician Lucius Quinctius Cincinnatus(dictator of Rome f rom
458 to 439 B.c.) was reputed to have lived a simple and exemplary life, cul-
tivating his own smallfarmin person.
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Secondly, the product is the property of the capitalist and not
that of the worker, its immediate producer. Suppose that a
capitalist pays for a day’s worth of labour-power; then the right to
use that power for a day belongs to him, just as much as the right
to use any other commodity, such as a horse he had hired for the
day. The use of a commodity belongs to its purchaser, and the
seller of labour-power, by giving his labour, does no more, in
reality, than part with the use-value he has sold. From the instant
he steps into the workshop, the use-value of his labour-power and
therefore also its use, which is labour, belongs to the capitalist. By
the purchase of labour-power, the capitalist incorporates labour,
as a living agent of fermentation, into the lifeless constituents of
the product, which also belong to him. From his point of view, the
labour process is nothing more than the consumption of the com-
modity purchased, i.e. of labour-power; but he can consume this
labour-power only by adding the means of production to it. The
labour process is a process between things the capitalist has pur-
chased, things which belong to him. Thus the product of this pro-
cess belongs to him just as much as the wine which is the product
of the process of fermentation going on in his cellar.!?

11. ‘Products are appropriated before they are transformed into capital;
this transformation does not withdraw them from that appropriation’
(Cherbuliez, Richesse ou pauvreté, Paris, 1841, p. 54). ‘The proletarian, by
selling his labour for a definite quantity of the means of subsistence (appro-
visionnement),* renounces all claim to a share in the product. The products
continue to be appropriated as before : this is in no way altered by the bargain
we have mentioned. The product belongs exclusively to the capitalist, who
supplied the raw materials and the approvisionnement. This follows rigorously
from the law of appropriation, a law whose fundamental principle was the
exact opposite, namely that every worker has an exclusive right to the owner-
ship of what he produces’ (ibid., p. 58). ‘ When the labourers receive wages
for their labour ... the capitalist is then the owner not of the capital only’
(i.e. the means of production) ‘but of the labour also. If what is paid as wages
is included, as it commonly is, in the term capital, it is absurd to talk of
labour separately from capital. The word capital as thus employed includes
labour and capital both’ (James Mill, Elements of Political Economy, London,
1821, pp. 70-71).

*See the discussion of Cherbuliez’s notion of approvisionnement in Grun-
drisse (English edition), pp. 299-300: ‘The economists, incidentally, intro-
duce the product as third element of the substance of capital . .. This is the
product [as] . .. immediate object of individual consumption; approvisionne-
ment, as Cherbuliez calls it.”
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2. THE VALORIZATION PROCESS

The product - the property of the capitalist — is a use-value, as
yarn, for example, or boots. But although boots are, to some ex-
tent, the basis of social progress, and our capitalist is decidedly in
favour of progress, he does not manufacture boots for their own
sake. Use-value is certainly not la chose qu’on aime pour li-méme*
in the production of commodities. Use-values are produced by
capitalists only because and in so far as they form the material
substratum of exchange-value, are the bearers of exchange-
value. Our capitalist has two objectives: in the first place, he wants
to produce a use-value which has exchange-value, ie. an article
destined to be sold, a commodity; and secondly he wants to pro-
duce a commodity greater in value than the sum of the values of.
the commodities used to produce-it, namely the means of pro-
duction and the labour-power he purchased with his good money
on the open market. His aim is to produce not only a use-value,
but a commodity; not only use-value, but value; and not just
value, but also surplus-value.

It must be borne in mind that we are now dealing with the
production of commodities, and that up to this point we have
considered only one aspect of the process. Just as the commodity
itself is a unity formed of use-value and value, so the process of
production must be a unity, composed of the labour process and
the process of creating value [ Wertbildungsprozess).

Letus nowexamine production as a process of creating value.

We know that the value of each.commodity is determined by the
quantity of labour materialized in its use-value, by the labour-
time socially necessary to produce it. This rule also holds good in
the case of the product handed over to the capitalist as a result of
the labour-process. Assuming this product to be yarn, our first step
is to calculate the quantity of labour objectified in it.

Forspinning the yarn, raw material is required; suppose in this
case 10 1b. of cotton. We have no need at present to investigate the
value of this cotton, for our capitalist has, we will assume, bought -
it at its full value, say 10 shillings. In this price the labour re-
quired for the production of the cotton is already expressed’in
terms of average social labour. We will further assume that the
wear and tear of the spindle, which for our present purpose may.
represent all other instruments of labour employed, amounts to

*The thing desired for its own sake’.
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the value of 2 shillings. If then, twenty-four hours of labour, or
two workingdays, are required to produce the quantity of gold re-
presented by 12 shillings, it follows first of all that two days of
labour are objectified in the yarn.

We should not let ourselves be misled by the circumstance that
the cotton has changed its form and the worn-down portion of the
spindle has entirely disappeared. According to the general law of
value, if the value of 40 Ib. of yarn = the value of 40 Ib. of cotton
+ the value of a whole spindle, i.e. if the same amount of labour-
time is required to produce the commodities on either side of this
equation, then 10 1b. of yarn are an equivalent for 10 1b. of cotton,
together with a quarter of a spindle. In the case we are considering,
the same amount of labour-time is represented in the 10 lb. of
yarn on the one hand, and in the 10 Ib. of cotton and the fraction
of a spindle on the other. It is therefore a matter of indifference
whether value appears in cotton, in a spindle or in yarn: its amount
remains the same. The spindle and cotton, instead of resting quietly
side by side, join together in the process, their forms are altered,
and they are turned into yarn; but their value is no more affected
by this fact than it would be if they had been simply exchanged for
their equivalent in yarn.

The labour-time required for the production of the cotton, the
raw material of the yarn, is part of the labour necessary to produce
the yarn, and is therefore contained in the yarn. The same applies
to the labour embodied in the spindle, without whose wear and
tear the cotton could not be spun.!?

Hence in determining the value of the yarn, or the labour-time
required for its production, all.the special processes carried on at
various times and in different places which were necessary, first to
produce the cotton and the wasted portion of the spindle, and then
with the cotton and the spindle to spin the yarn, may toget her be
looked on as different and successive phases of the same labour
process. All the labour contained in the yarn is past labour; and it
is a matter of no importance that the labour expended to produce
its constituent elements lies further back in the past than the
labour expended on the final process, the spinning. The former
stands, as it were, in the pluperfect, the latter in the perfect tense,
but this does not matter. If a definite quantity of labour, say thirty

12. “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, op. cit., p. 16).
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days, is needed to build a house, the total amount of labour in-
corporated in the house is not altered by the fact that the work of
the last day was done twenty-nine days later than that of the first.
Thereforethelabourcontainedin the raw material and instruments
of labour can be treated just as if it were labour expended in an
earlier stage of the spinning process, before the labour finally added
in the form of actual spinning.

The values of the means of production which are expressed in
the price of 12 shillings (the cotton and the spindle) are there-
fore constituent parts of the value of the yarn, i.e. of the value of
the product.

Two conditions must nevertheless be fulfilled. First, the cotton
and the spindle must genuinely have served to produce a use-
value; they must in the present case become yarn. Value is in-
dependent of the particular use-value by which it is borne, but a
use-value of some kind has to act as its bearer. Second, the labour-
time expended must not exceed what is necessary under the given
social conditions of production. Therefore, if no more than 1 Ib. of
cotton is needed to spin 1 Ib. of yarn, no more than this weight of
cotton may be consumed in the production of 1 lb. of yarn. The
same is true of the spindle. If the capitalist has a foible for using
golden spindles instead of steel ones, the only labour that counts
for anything in the value of the yarn remains that which would be
required to-produce a steel spindle, because no more is necessary
under the given social conditions. ,

We now know what part of the value of the yarn is formed by
the means of production, namely the cotton and the spindle. It is
12 shillings, i.e. the materialization of two days of labour. The
next point to be considered is what part of the value of the yarn is
added to the cotton by the labour of the spinner.

We have now to consider this labour from a standpoint quite
different from that adopted for the labour process. There ‘we.
viewed it solely as the activity which has the purpose of changing:
cotton into yarn; there, the more appropriate the work was to its:
purpose, the better the yarn, other circumstances remaining;the .
same. In that case the labour of the spinner was specifically differ--
ent from other kinds of productive labour, and this difference:te-
vealed itself both subjectively in the particular purpose of spin<
ning, and objectively in the special character of its operations, the -
special nature of its means of production, and the special use-value
of its product. For the operation of spinning, cotton and spindles
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are a necessity, but for making rifled cannon they would be of no
use whatever. Here, on the contrary, where we consider the labour
of the spinner only in so far as it creates value, i.e. is a source of
value, that labour differs in no respect from the labour of the man
who bores cannon, or (what concerns us more closely here) from
the labour of the cotton-planter and the spindle-maker which is
realized in the means of production of the yarn. It is solely by
reason of this identity that cotton planting, spindle-making and
spinningare capable of forming the component parts of one whole,
namely the value of the yarn, differing only quantitatively from
each other. Here we are no longer concerned with the quality, the
character and the content of the labour, but merely with its
quantity. And this simply requires to be calculated. We assume
that spinning is simple labour, the average labour of a given
society. Later it will be seen that the contrary assumption would
make no difference.

During the labour process, the worker’s labour constantly under-
goes a transformation, from the form of unrest [Unruhe] into that
of being [Sein), from the form of motion [Bewegung] into that
of objectivity [Gegenstindlichkeit). At the end of one hour, the
spinning motion is represented in a certain quantity of yarn; in
other words, a definite quantity of labour, namely that of one
hour, has been objectified in the cotton. We say labour, i.e. the
expenditure of his vital force by.the spinner, and not spinning
labour, because the special work of spinning counts here only in so
far as it is the expenditure of labour-power in general,and not the
specificlabour of the spinner.

In the process we are now consideringit is of extreme importance.
that no more time be consumed in the work of transforming the
cotton into yarn than is necessary under the given social conditions:
If under normal, i.e. average social conditions of production, x
pounds of cotton are made into y pounds of yarn by one hour’s
labour, then a day’s labour does not count as 12 hours’ labour un-
less 12x 1b. of cotton have been made into 12y 1b. of yarn; for
only socially necessary labour-time counts towards the creation of
value. .

Not only the labour, but also the raw material and the product
now appear in quite a new light, very different from that in which
we viewed them in the labour process pure and simple. Now the
raw material merely serves to absorb a definite quantity of labour.
By being soaked in labour, the raw material is in fact changed into
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yarn, because labour-power is expended in the form of spinning
and added to it; but the product, the yarn, is now nothing more
than a measure of the labour absorbed by the cotton. If in one
hour 1% 1b. of cottoncan be spun into 1% Ib. of yarn, then 10 1b. of
yarn indicate the absorption of 6 hours of labour. Definite quanti-
ties of product, ‘quantities which are determined by experience,
now represent nothing but definite quantities of labour, definite
masses of crystallized labour-time. They are now simply the
material shape taken by a given number of hours or days of social
labour.

The fact that the labour is precisely the labour of spinning, that
its material is cotton, its product yarn, is as irrelevant here as it is
that the object of labour is itself already a product, hence already
raw material. If the worker, instead of spinning, were to be em-
ployed in a coal-mine, the object on which he worked would be
coal, which is present in nature; nevertheless, a definite quantity of
coal, when extracted from its seam, would represent a definite
quantity of absorbed labour.

We assumed, on the occasion of its sale, that the value of a day’s
labour-power was 3 shillings, and that 6 hours of labour was in-
corporated in that sum; and consequently that this amount of
labour was needed to produce the worker’s average daily means of
subsistence. If now our spinner, by working for one hour, can
convert 1% 1b. of cotton into 1% 1b. of yarn,'3 it follows that in 6
hours he will convert 10 1b. of cotton into 10 Ib. of yarn. Hence,
during the spinning process, the cotton absorbs 6 hours of labour.
The same quantity of labour is also embodied in a piece of gold of
the value of 3 shillings. A value of 3 shillings, therefore, is added
to the cotton by the labour of spinning.

Let us now consider the total value of the product, the 10 Ib. of
yarn. Two and a half days of labour have been objectified in it: Out
of this, two days were contained in the cotton and the worn-down
portion of the spindle, and half a day was absorbed during the pro-
cess of spinning. This two and a half days of labour is represented
by a piece of gold of the value of 15 shillings. Hence 15 shillings is
an adequate price for the 10 Ib. of yarn, and the price of 1 1b.:is
Is. 6d. S

Our capitalist stares in astonishment. The value of the product
is equal to the value of the capital advanced. The value advanced
has not been valorized, no surplus-value has been created, and

13. These figures are entirely arbitrary.
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consequently money has not been transformed into capital. The
price of the yarn is 15 shillings, and 15 shillings were spent in the
open market on the constituent elements of the product or, what
amounts to the same thing, on the factors of the labour process;
10 shillings were paid for the cotton, 2 shillings for the wear of the
spindle and 3 shillings for the labour-power. The swollen value of
the yarn is of no avail, for it is merely the sum of the values form-
erly existing in the cotton, the spindle and the labour-power: out
of such a simple addition of existing values, no surplus-value can
possibly arise.!* These values are now all concentrated in one
thing; but so they were in the sum of 15 shillings, before it was split
up into three parts by the purchase of the commodities.

In itself this result is not particularly strange. The value of one
pound of yarn is 1s. 6d., and our capitalist would therefore have to
pay 15 shillings for 10 1b. of yarn on the open market. It is clear that
whether a man buys his house ready built, or has it built for him,
neither of these operations will increase the amount of money laid
out on the house.

Our capitalist, who is at home in vulgar economics, may per-
haps say that he advanced his money with the intention of making
more money out of it. The road to hell is paved with good in-
tentions, and he might just as well have intended to make money
without producing at all.!> He makes threats. He will not be
caughtnappingagain. In future he will buy the commodities in the
market, instead of manufacturing them himself. But if all his
brother capitalists were to do the same, where would he find his
commodities on the market? And he cannot eat his money. He
recites the catechism: ‘Consider my abstinence. I might have

14. This is the fundamental proposition which forms the basis of the
doctrine of the Physiocrats that all non-agricultural labour is unproductive.
For the professional economist it is irrefutable. ‘ This method of adding to one
particular object the value of numerous others’ (for example adding the living
costs of the weaver to the flax) ‘of as it were heaping up various values in
layers on top of one single value, has the result that this value grows to the
same extent . .. The expression “‘addition” gives a very clear picture of the
way in which the price of a manufactured product is formed; this price is
only the sum of a number of values which have been consumed, and it is
arrived at by adding them together; however, addition is not the same as
multiplication’ (Mercier de la Riviere, op. cit., p. 599).

15. Thusfrom 1844 to 1847 he withdrew part of his capital from productive
employment in order to throw it away in railway speculations; and so also,
during the American Civil War, he closed his factory and turned the workers
onto the street in order to gamble on the Liverpool cotton exchange.
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squandered the 15 shillings, but instead I consumed it productively
and made yarn with it.” Very true; and as a.reward he is now in
possession of good yarn instead of a bad conscience. As for play-
ing the part of a miser, it would never do for him to relapse into
such bad ways; we have already seen what such asceticismleads to.
Besides, where there is nothing, the king has lost his rights; what-
ever the merits of his abstinence there is no money there to recom-
pense him, because the value of the product is merely the sum of
the values thrown into the process of production. Let him therefore
console himself with the reflection that virtue is its own reward. But
no, on the contrary, he becomes insistent. The yarn is of no use to
him, he says. He produced it in order to sell it. In that case let him
sellit, or, easier still, let him in future produce only things he needs
himself, a remedy already prescribed by his personal physician
MacCulloch as being of proven efficacy against an epidemic of
over-production. Now our capitalist grows defiant. ‘Can the
worker produce commodities out of nothing, merely by using his
arms and legs? Did I not provide him with the materials through
which, and in which alone, his labour could be embodied? And as
the greater part of society consists of such impecunious creatures,
have I not rendered society an incalculable service by providing
my instruments of production, my cotton and my spindle, and the
worker too, for have I not provided him with the means of sub-
sistence? Am I to be allowed nothing in return for all this service ?’
But has the worker not performed an equivalent service in return,
by changing his cotton and his spindle into yarn? In any case,
here the question of service does not arise.!® A service is nothing
other than the useful effect of a use-value, be it that of a com-

16. ‘Let whoever wants to do so extol himself, put on finery and adorn
himself [but pay no heed and keep firmly to the scriptures] . . . Whoever takes
more or better than he gives, that is usury and does not signif'y a service but a
wrong done to his neighbour, as when one steals and. robs. Not everythmg
described as a service and a benefit to one’s neighbour is in fact a service and a
benefit. An adulteress and an adulterer do each other a great service and
pleasure. A horseman does great service to a robber by helping him to rob'on
the highway, and attack the people and the land. The papists do our people‘a
great service in that they do not drown, burn, or murder them all, or let them
rot in prison, but let some live and drive them out or take from them what
they have. The devil himself does his servants a great, inestimable service . . .
To sum up: the world is full of great, excellent daily services and good deeds’
(Martin Luther, An die Pfarrherrn, wider den Wucher zu predigen. Vermanung,
Wittenberg, 1540).
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modity, or that of the labour.!” But here we are dealing with
exchange-value. The capitalist paid to the worker a value of 3
shillings, and the worker gave him back an exact equivalent in the
value of 3 shillings he added to the cotton: he gave him value for
value. Our friend, who has up till now displayed all the arrogance
of capital, suddenly takes on the unassuming demeanour of one of
his own workers, and exclaims: ‘ Have I myself not worked? Have
I not performed the labour of superintendence, of overseeing the
spinner? And does not this labour, ‘too, create value?’ The
capitalist’s own overseer and manager shrug their shoulders. In the
meantime, with a hearty laugh, he recovers his composure. The
whole litany he has just recited was simply meant to pull the wool
over our eyes. He himself does not care twopence for it. He leaves
this and all similar subterfuges and conjuring tricks to the pro-
fessors of political economy, who are paid for it. He himself is a
practical man, and although he does not always consider what he
says outside his business, within his business he knows what he is
doing.

Let us examine the matter more closely. The value of a day’s
labour-power amounts to 3 shillings, because on our assumption
half a day’slabour is objectified in that quantity of labour-power,
i.e. because the means of subsistence required every day for the
production of labour-power cost half a day’s labour. But the past
labour embodied in the labour-power and the living labour it can
perform, and the daily cost of maintaining labour-power and its
daily expenditure in work, are two totally different things. The
former determines the exchange-value of the labour-power, the
latter is its use-value. The factthat half a day’s labour is necessary
to keep the worker alive during 24 hours does not in any way pre-
vent him from working a whole day. Therefore the value of labour-
power, and the value which that labour-power valorizes [verwertet]
in the labour-process, are two entirely different magnitudes; and
this difference was what the capitalist had in mind when he was
purchasing the labour-power. The useful quality of labour-power,
by virtue of which it makes yarn or boots, was to the capitalist
merely the necessary condition for his activity; for in order to
create value labour must be expended in a useful manner. What

17.In Zur Kritik der politischen Okonomie, p. 14 [English edition, p. 37], I
make. the following remark on this point: ‘It is easy to understand what
“service” the category “service’” must render to economists kike J. B. Say
and F. Bastiat.’ )
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was really decisive for him was the specific use-value which this
commodity possesses of being a source not only of value, but of
more value than it has itself. This is the specific service the capital-
ist expects from labour-power, and in this transaction he acts in
accordance with the eternal laws of commodity-exchange. In fact,
the seller of labour-power, like the seller of any other commodity,
realizes [realisiert] its exchange-value, and alienates [verdussert] its
use-value. He cannot take the one without giving the other. The
use-value of labour-power, in other words labour, belongs just as
little to its seller as the use-value of oil after it has been sold be-
longs to the dealer who sold it. The owner of the money has paid
the value of a day’s labour-power; he therefore has the use of it for
a day, a day’s labour belongs to him. On the one hand the daily
sustenance of labour-power costs only half a day’s labour, while
on the other hand the very same labour-power can remain effective,
can work, during a whole day, and consequently the value which
its use during one day creates is double what the capitalist pays
for that use; this circumstance is a piece of good luck for the
buyer, but by no means an injustice towards the seller.

Our capitalist foresaw this situation, and that was the cause of
his laughter. The worker therefore finds, in the workshop, the
means of production necessary for working not just 6 but 12 hours,
If 10 1b. of cotton could absorb 6 hours’ labour, and become 10 lb.
of yarn, now 20 Ib. of cotton will absorb 12 hours’ labour and be
changed into 20 Ib. of yarn. Let us examine the product of this ex-
tended labour-process. Now five days of labour are objectified -in
this 20 1b. of yarn; four days are due to the cotton and the lost steel
of the spindle, the remaining day has been absorbed by the cotton
during the spinning process. Expressed in gold, the labour of five
days is 30 shillings. This is therefore the price of the 20 Ib. of yarn,
giving, as before, 1s. 6d. as the price of 1 Ib. But the sum of the
values of the commodities thrown into the process amounts to 27
shillings. The value of the yarn is 30 shillings. Therefore the value
of the product is one-ninth greater than the value advanced. to
produce it; 27 shillings have turned i