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Karl Marx was born at Trier in 1818 of a German—Jewish family converted
to Christianity. As a student in Bonn and Berlin he was influenced by
Hegel’s dialectic, but he later reacted against idealist philosophy and began
to develop his theory of historical materialism. He related the state of
society to its economic foundations and mode of production, and
recommended armed revolution on the part of the proletariat. In Paris in
1844 Marx met Friedrich Engels, with whom he formed a life-long
partnership. Together they prepared the Manifesto of the Communist Party
(1848) as a statement of the Communist League’s policy. In 1848 Marx
returned to Germany and took an active part in the unsuccessful democratic
revolution. The following year he arrived in England as a refugee and lived
in London until his death in 1883. Helped financially by Engels, Marx and
his family nevertheless lived in great poverty. After years of research
(mostly carried out in the British Museum), he published in 1867 the first
volume of his great work, Capital. From 1864 to 1872 Marx played a
leading role in the International Working Men’s Association, and his last
years saw the development of the first mass workers’ parties founded on
avowedly Marxist principles. Besides the two posthumous volumes of
Capital compiled by Engels, Karl Marx’s other writings include The
German ldeology, The Poverty of Philosophy, The 18th Brumaire of Louis
Bonaparte, The Civil War in France, A Contribution to the Critique of
Political Economy, Grundrisse: Foundations of the Critique of Political
Economy and Theories of Surplus-Value.

Ernest Mandel was born in 1923. He was educated at the Free University of
Brussels, where he was later Professor for many years, and the Ecole
Pratique des Hautes Etudes in Paris. He gained his Ph.D. from the Free
University of Berlin. He was a Member of the Economic Studies



Commission of FGTB (Belgian TUC) from 1954 to 1963 and was chosen
for the annual Alfred Marshall Lectures by Cambridge University in 1978.
His many books include The Formation of the Economic Thought of Karl
Marx, Late Capitalism, The Long Waves of Capitalist Development, The
Second Slump and The Marxist Theory of Bureaucracy. His influential
pamphlet, An Introduction to Marxist Economics, sold over half a million
copies and was translated into thirty languages. Ernest Mandel died in July
1995. In its obituary the Guardian described him as ‘one of the most
creative and independent-minded revolutionary Marxist thinkers of the
post-war world’.



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, including the greater part
even of Europe. What Marx’s Capital explained, however, was above all
the ruthless and irresistible impulse to growth which characterizes
production for private profit and the predominant use of profit for capital
accumulation. Since Marx wrote, capitalist technology 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 definitively
from the burden of meaningless, repetitive and mechanical 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, notwithstanding all the various attempts
to integrate the working 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 recessions: 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.

1. 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 social form of economic organization: the
capitalist mode of production. He was not seeking universal laws of
economic organization. Indeed, one of the essential theses of Capital is that
no such laws exist. For Marx, there are no economic laws valid for each and
every basically different form of society (aside from trivialities like the
formula which points out that no society can consume more than it
produces without 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 organization has its own
specific economic laws. Capital limits itself to examining those which
govern the capitalist mode of production.

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 physiology, 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’ economic laws.
We can 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 biochemistry. 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, explaining the origins of the capitalist mode of
production, points towards the inevitable historical decline and fall of this
same social 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 apologists that capitalism
itself is a product of history. It will perish in due course as it once was born.
A new social form 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 capitalist mode
of production, although the discovery of the laws which govern this mode
of production is its fundamental objective. Capitalist production is
generalized commodity production. Generalized commodity production
fully unfolds trends and contradictions 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 from an analysis of
value and exchange-value, so too does the capitalist mode of production
emerge historically from the growth of commodity 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
production 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 includes 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 organization of the economy
which implies generalized commodity production. 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 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 commodity
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 commodities 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 objective 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 traditional forms of ‘natural’ economic organization,
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 different
historical periods, in different parts of the world.>



This does not mean that the ‘law of value’ is a ‘product of pre-capitalist
history’. Nor does it mean that such still relatively primitive 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 embryonic forms of the ‘law of value’ can be discovered in
the embryonic developments of commodity production, just as the
‘elementary cell’ of capital, the commodity, contains in an embryonic 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 phenomena of commodity production obviously survive, at
least partially, in those societies in which the rule of capital has already
been overthrown, but which are not yet fully-fledged classless, that is
socialist, societies: 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 motion of these societies than it is a guide to
understanding the laws of motion of developed late medieval society based
upon petty commodity 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 1s 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 essentially an instrument for
the revolutionary overthrow of capitalism by the proletariat. According to
them, it is impossible to separate the ‘scientific’ content of Capital from its
‘revolutionary’ intention, as the Austro-German 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 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 foundation, showing why and how capitalism
created, through its own development, the economic, material and social
preconditions 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 objective 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
invective or wishful thinking, but the rock-like foundation of scientific
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 Lachatre, the editor of the
first French edition of Capital Volume 1, he insisted on the fact that he was
the first person to have applied 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
differentia specifica of Capital, which distinguished it from all other
economic analyses.’

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 discovered 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 investigation and
knowledge to that of Hegel, although he never hesitates 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 idealist: 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 existence in a given social



framework. The development of thought corresponds in the final analysis to
that basic movement, and reflects 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 product 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 historiography and political science; pre-Marxian
socialism. Only the 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 dialectic 1s
Hegel’s (idealist) dialectic ‘turned right side up again’, both have basic
common traits. Dialectics as the logic of motion presupposes that a//
motion, all evolution, whether of nature, society or human thought, adopts
certain general forms which are called “dialectical’.” 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 nevertheless left us Capital, which is the application of the
materialist dialectic in the field of economic phenomena. '’

But for Marx, the materialist dialectician, the distinction between
‘essence’ and ‘appearance’ in no sense implies that ‘appearance’ is less
‘real’ then ‘essence’. Movements of value determine 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 ‘appearance’ 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 ‘basic essence’, the ‘law of
value’. It is necessary to integrate ‘essence’ and ‘appearance’ 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 accidental 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 superficial and empiricist
observer.

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 knowledge 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. Constantly searching for questions — calling into question! — where
others only see ready-made answers and vulgar ‘evidence’: this is certainly
one of Marx’s main merits as a revolutionary innovator in economic
science.

The way in which Capital starts with an analysis of the basic categories
of commodity production, with the ‘basic unit’ (fundamental 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 economic 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 concrete’.!?
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
1s always a combination of innumerable 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
constant 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 scientific. 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 appearance of
commodity production up to full-scale capitalist production in the West,
purified of all secondary and combined forms which would only obscure
the basic nature of this movement?

It is impossible to answer this question simply with a ‘yes’ or a ‘no’.
Commodities produced accidentally in pre-capitalist societies, at the very
margin of the basic processes of production and consumption, obviously
cannot trigger off the striking and terrifying 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 1s logical (based upon dialectical logic) and not historical.



But dialectics imply that every 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 cannot 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
production. 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. '

A whole literature has been 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 generally 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 contemporary 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, explanation of all the exciting
happenings in the market place when Mr Smith finds no buyer for the last
of his 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 production
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.'®

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 discovered have been verified
at all. This is generally done by reducing 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 objection was advanced by Karl Popper, who denied the very
possibility, or rather the scientific nature, of such ‘laws’, calling them
‘unconditional 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 scientific 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 cognition 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 technology, 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 without economic
fluctuations and a full-scale disappearance of trade unions and employers’
associations (all flowing from the disappearance of contradictions between
Capital and Labour, inasmuch 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 predict what would happen in the real capitalist world a century after its
publication. It is sufficient to compare the real history of the 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 was not 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 communist 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; the strikes in England; the class
struggle in France), he had turned towards economic studies. But his first
encounter 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 Manifesto) was roughly
interrupted by the pressure of external events. Participating actively in
politics, Marx returned from Paris to 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, he emigrated to London and had to struggle for his
livelihood as a journalist. These current pressures, together with the burden
of émigrée 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 invaluable 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 (Foundations 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
Capital). This however encompasses only notebooks vi-xv inclusive.
Notebooks -V deal with matters generally encompassed in Capital Volume
1; notebooks xv1, xvil and xviir deal with matters in Capital Volume 3;
notebooks xix-xxiir 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 of Capital Volume 1, written in 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 unfinished, 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 presented to the public for 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
Association (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 increasing obstacles. He himself
spoke sarcastically of his ‘carbuncles’, 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, Marx wanted to present an all-round analysis 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
3. Volume on wage labour
4. Volume on the State
5. Volume on international trade

6. Volume on the world market and crises®

The 18656 version of Capital, however, falls into 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 versions of the plan for
Capital between September 1857 and April 1868.24

Two questions are raised by these changes. First, why did Marx modify
his initial 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
contributions 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 18613, is still unpublished, except for the part on Theories of
Surplus-Value. The third attempt 1s 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 volumes on credit, competition
and joint-stock companies.?> 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 processes 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 production, as Marx’s
analysis progressed it proved itself increasingly an obstacle to a rigorous
and consistent 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
redistribution 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 originally 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 overproduction),



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 successive volumes of Capital into account, Rosa
Luxemburg was 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 1s 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 exploitation, to a rising rate of real wages and a declining rate
of profit.>” Joan Robinson does not understand that Volumes 1 and 3 of
Capital are at different levels of abstraction, deal with different 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
capitalists, 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 hypotheses (Volume 1, Chapter 17; Volume 3, Chapter 14).

Finally, it seems clear from many remarks interspersed throughout the
manuscript of Volume 3 that Marx maintained his intention of completing
Capital with volumes on the state, foreign trade, the world market and
crises, although he placed these problems clearly outside the final plan of
Capital itself.?® Only when the unpublished 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 intended as a completely new and further development of his study of
bourgeois 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 posterior 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 commodities is roughly based upon their value.’® But it does
not follow at all that Capital Volume 1, which assumes the exchange of
commodities 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 redistribution of surplus-value
among competing capitalists — that is, 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 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 type 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 combination 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 construction. 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 circulation; 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 parasitically upon



the social surplus product produced and originally appropriated by non-
capitalist classes. Here Marx comes to his central point. A basic difference
between the capitalist and pre-capitalist modes of production is that under
capitalism capital not only appropriates surplus-value; it produces surplus-
value. Because 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 volume devoted to a
lengthy analysis of the process of production. For the capitalist process of
production is at one and the same time a process of production of value, a
process of production of surplus-value, a process of production of capital,
and a process of production and constant reproduction of the basic
antagonistic social relations: the relation between wage-labour and capital,
the compulsion for the proletariat to sell its labour-power to the capitalists,
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 examined in a 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 which it acquires and maintains a monopoly of property
and access to the material means of production. Thereby it cuts the working
class off from any possibility of producing its own livelihood in an
independent way. It is a necessary precondition for the production of
surplus-value. But it does not produce that surplus-value in and by itself.
Only the labour-power of living labour produces additional 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 production of
absolute and of relative surplus-value. Absolute surplus-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 produced by increasing the productivity of
labour in the wage-goods industry sector, which enables the worker to
reproduce the equivalent 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 production (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 important additional dimension.
During the stage of manufacturing industry, capital exploits the fruits of an
increase in the productivity of labour born from more and more advanced
forms of the division of labour. But the technique of production remains
fundamentally the same. Labour is subdivided in function of the subdivision
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: workhouses, 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 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 relentlessly 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 overthrow 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 mankind.

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

I. Starting point: elementary form of capitalist wealth: the commodity

(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./VIII. 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 (although 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 revolutionizing 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 increased value (Einheit von
Arbeitsprozess und Verwertungsprozess). We thus understand more fully
why an analysis of capitalism Aas first to clarify everything which happens
in the course of the process of production.>?

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 indictment of the inhuman results of the capitalist use of
machinery cannot 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,®? 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 which man is condemned?

Marx the dialectician, bent upon an all-sided analysis of capitalism 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
capitalist form of this development increases tenfold the inhuman
potentiality of technology, machinery and exchange-value ‘gone mad’ (that
1s, becoming goals in themselves). Capitalism subordinates men to



machines instead of using machines to liberate men from the burden of
mechanical and repetitive work. It subordinates 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 capitalism is not
overthrown once it has created the material and social preconditions for a
classless society of associated producers, this contradiction implies the
possibility of a steadily increasing transformation 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 happiness, 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 contemporary intellectual endeavour has
been so obviously based upon a basic misunderstanding as the repeated
attacks on the Marxist labour theory of value.>

That theory recognizes two aspects of the problem of value, a
quantitative 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 (that is, 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
concrete 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 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 distribution 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 democratic selection of
priorities by the mass of the associated producers-consumers themselves.
But under capitalism, 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 Bohm-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 economic analysis to a different and higher level of
abstraction. His question was not: zow 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 Marxist
labour theory of value is entirely beside the point, especially when it tries to
‘refute’ the first pages of Chapter 1 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 thousands 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 analysis 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 govern actual economic events, but
only on a very high level of abstraction and in the very final analysis?

This neo-positivist approach is curiously and typically unscientific.
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?” Obviously no real understanding of economic



development is possible if one does not try to discover precisely what ‘lies
behind’ immediate appearances. Laws about immediate short-term
fluctuations of prices on the market cannot explain why, to give an
interesting 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 labour in the various consumer industries on the one hand
and 1n 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 1s 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 disconnected pieces of analysis. Money
born out of exchange can serve as a universal equivalent of the value of
commodities only because it is itself a commodity with its own intrinsic
value (or, in the case of paper money, represents a commodity with its own
intrinsic 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 upheavals 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 decline —
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 principles’
organized around the value of commodities.

In Marxist economic theory, the ‘law of value’ fulfils a triple function. In
the first place it governs (which does not mean that it determines here and
now) the exchange relations between commodities; that is to say, it
establishes the axis around which long-term changes in relative prices of
commodities oscillate. (This includes under capitalism also the exchange
relation between capital and labour, an extremely important point to which
we shall return presently.) In the second place it determines the relative
proportions of total social labour (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 distributes in the final analysis
material resources over different branches of production (and of social
activity in general) according to the division of ‘effective demand’ for
different groups of commodities, it being always understood that this occurs
within 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, that is to the workings of the law of
value.

Marx’s labour theory of value is a further development and perfection 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 commodities. The distinction
between concrete labour, which determines 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 product), 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 excludes
use-value from any direct determination of value and exchange-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 reproduction, 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 /as 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 expresses 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 independent ‘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 (provided 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 quantity 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, quantities
of abstract socially necessary labour. If a pound of opium, a box of dum-
dum bullets or a portrait of Hitler find customers on the market, the labour
which has been spent on their output is socially necessary labour; its
production has been value-production. If, on the contrary, an exquisite piece
of china or a new pharmaceutical product 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 exchange’. 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
understanding 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 quantities 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.°® 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 livelihood. 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.*"

In reaction against all those who mistakenly claimed that Volume 1 of
Capital was concerned with showing that commodities actually exchange
under capitalism according to the quantities of abstract socially necessary
labour they contain, some authors have contended that the labour theory of
value 1s 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 quantities 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
commodities, 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 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 happened 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 distribution 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 marginalists, do not bother to ask the question ‘why?’,
they are content just to answer the question ‘how?’. They simply note that
‘factors’ (Iabour, 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 livelithood 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 exchange at all, in
any sense of the word, no give-and-take of anything 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 hoodlums. 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 expended 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 relationship with the capitalist appears to be
based upon an act of exchange 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, 1s 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 capitalism. 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 labour-power on a continuous basis. He does it only if it is
profitable 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 survive 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 compulsion has to deliver the necessary



manpower to the entrepreneurs; otherwise capitalism could not survive
under these circumstances.

The function of trade unions, be it said in passing, is immediately
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 contrary 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 right to abstain from
selling their labour-power at the offered price whenever they like. In this
instance, Marx’s insight is clearly confirmed 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 intellectual 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 production 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 only that 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 expected ‘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 proprietors, 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 production, to the
exclusion of all or nearly all direct producers, is in 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 producers 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 livelithood. The separation 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 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 whole mystery 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 receive. We
are back where we started in pre-capitalist societies, and we have been able
to eliminate the cobweb of apparent ‘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 between 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 deduction 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 commodities and of distribution of income. No value can be
distributed — from a macro-economic point of view, in other words viewing
bourgeois society as a whole — which has not been previously produced.

Marx himself considered the discovery of the concept of surplus-value,
representing the sum total of profits, interests and rents of all parts of the
bourgeois class, as his main theoretical discovery.** 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 surplus product in money
form, in the form of value, we understand the historical leap which occurred
when that social surplus product 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 discovered an economic compulsion. Private
property, the fragmentation of social labour among various firms, that is,
the very nature of generalized commodity production — capitalism — implies
a compulsion to compete for shares of the market. The need to accumulate
capital, the need to increase the extraction of surplus-value, the
unquenchable thirst for surplus-value which characterizes capitalism, it is
all here: the accumulation of capital=the transformation of surplus-value
into additional capital.

Again, as for value, we should note what this is all about: command 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 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 machinery 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 than any economist 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 productivity 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 appendix to this volume, pp.
943-1084) — the combined productivity of scientists and technologists,
workers by hand and brain, inventors 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?*’ Surely rather because
the owners are in a position to appropriate the products of that combination.
So we are back to Marx’s theory of surplus-value.

An interesting, if somewhat astounding, innovation in apologetics for
capitalist profits has recently occurred in the form of the theory of the firm
developed by Alchian and Demsetz.*® Owners of different ‘co-operating
inputs’ are supposed to have a natural tendency to shirk, because they give
some preference to ‘non-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
the right to receive the residue after all other inputs have been paid
contractual amounts, the right to terminate membership of the team and the
right to sell these rights. After having received with great joy the good
tidings that he has now been promoted 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 a/ways 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 attractive working conditions? Or is it
perhaps because Messrs Apologists 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 between 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 1s 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
sold as commodities; that the total labour potential of society has become
fragmented into private labours conducted independently 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 members 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 independently
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 capitalist mode of production and, on the other,
the origins and development 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 production, 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 appears 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 production 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 manufacturing 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 normally passing into the hands of pre-capitalist
ruling classes (for 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 productive forces nor stimulate economic
growth. It can only have a disintegrating effect on the given pre-capitalist
social order, precipitating the ruin of several social classes. However, by
accelerating 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 process, 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 become the
owners of the products of the labour of the direct producers. 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 owned by
the producers themselves and assembling these very tools under a common
roof.>?

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 factories 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 comment.

Historically and logically, capitalism is tied to the private ownership of
the means of production, which allows private appropriation of produced
commodities, 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
superstructure 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 commodity 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 by productive labour in its totality), and
which therefore buy and exploit wage-labour under specific economic
conditions, compulsions 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 capital is therefore 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
capitalist countries — can go into the most sophisticated nuances imaginable
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 property
(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 economists today, such as Galbraith and even some
Marxists, contend that the contemporary giant corporation has largely freed
itself from these constraints.>* This is an illusion, born of an extrapolation
from conditions prevailing during a rather lengthy boom. In fact, the idea
that any giant corporation, whatever its dimensions or power, could
emancipate itself definitively from the compulsion 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 from economic uncertainty, that is if the very nature of its
output as commodity production was denied. Experience does not confirm
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, that is to return to socially necessary labour as the
measurable substance of the value of all commodities.

8. MARX’S THEORY OF ACCUMULATION OF CAPITAL

Capital 1s thus, by definition, value looking for accretion, for surplus-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 single 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 economic 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 1s certainly undervalued as it is based upon official records biased
for reasons of tax evasion.

Capital accumulation is, of course, distinct from the behaviour of pre-
capitalist ruling classes. If all surplus-value were to be consumed 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 presented 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 1s precisely the compulsion to accumulate, that is ‘enlarged
reproduction’.

Enlarged reproduction presupposes that not all surplus-value produced by
productive labour, and appropriated by the capitalist class, is unproductively
consumed. Part of it 1s 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, leading to new
increments of capital. The movement develops in the form of a spiral, as
Simonde de Sismondi, one of the early ‘romantic’ 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, justification) 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 community, as opposed to the ‘improvidence’ of others,
each of them having equal access to resources that were initially
comparable. 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 previously 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, violence, 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 Mediterranean
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 compensated for their virtue in
not squandering tens of billions bf 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 capitalism) in the light of what occurs in the sphere of ‘many
capitals’, that is of capitalist competition. I shall therefore leave to the
introduction 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 accumulation on wage-labour.

Unlike many of his contemporaries, including some of the sternest 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.®! But, once again, he tried to go beyond such evident
facts to study the fundamental modifications in value terms which capital
accumulation would exercise upon labour.

It thus became his contention that the very way in which capital
accumulation proceeds, the very motive force of capitalist progress — 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 productivity of labour in the consumer goods industry leads to a
decrease 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



themselves 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 not 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 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 receive 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 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 until after the growing revolt of the
workers against assembly line speed-ups, to discover what Marx had
anticipated from a thorough understanding 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 production 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 enterprise of dehumanization, of
transformation of human beings from goals in themselves into instruments
and means for money-making and capital accumulation. It is not the
machine, nor any technological compulsion, 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
technology 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.

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 working class on
the length of the working week, the duration of training and the moment of
retiring from the work process — are eliminated 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 commodity, 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
needs and 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 measured by the calory inputs that have to
compensate losses of energy. But the willingness to work at a given rhythm,
a given intensity, 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 1s commonly considered by the working class to
be its ‘current’, ‘habitual’ standard of living.®* 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 movements
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 favourable conditions on the ‘labour market’ somewhat



to increase 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 explain 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 accumulation of
capital wage theory, in opposition to the crude demographic wage theory of
the Malthus—Ricardo—Lassalle school. Long-term movements of wages are
a function of the accumulation 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 expansion
of the output (mass production) of consumer goods previously 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 significantly 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 emigration of the reserve army of
labour, and why persistent massive unemployment and underemployment in
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 increase 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, especially 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 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?®” In the first place



because Marx, in his youthful 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 impoverishment 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 increase in the productivity of labour, these
categories can move in opposite directions.®

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 pauperism, 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’, that is, 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 irregularly working
lower layers of the proletariat is indeed a permanent feature of capitalism,
including the capitalism of the ‘welfare state’. The truth is simply that in
passages such as these Marx uses formulations that are ambiguous and so
lend weight to confusion on the question.

Does this mean that Marx did not formulate any theory of
impoverishment 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 commodity 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 in a 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 capital. 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 the different
values of ‘skilled labour-power’ and “unskilled 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 Bohm-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 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 receives. 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’ (Gesamtarbeitsvermégen) of
society (or of a given branch of industry) 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 unskilled labour multiplied by a coefficient dependent on this cost
of scholling.”®> Marx speaks in this context of ‘composite labour’ as against
‘simple labour’. The skill, by analogy, can be compared to an additional
tool, which is in itself not value-producing, but which transfers part of its
own value into the value of the product produced by the skilled worker.

10. 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 commaodities, 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 circulation 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
integrating his theory of money into his general explanation of value, value
production and autonomous value circulation (money circulation, 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 received too little attention
from either the critics or the disciples of Marx. The fact that social labour,
in a society based upon generalized 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
recognized post festum, through the sale of the commodity and depending
upon the amount of equivalent it receives in this sale. The social character
of the labour embedded in the commodity, therefore, 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 illusion of
being confronted with things when in reality they are confronted with
specific social relations of production. It is also an objective necessity and
compulsion. Under conditions of generalized commodity production, social
labour cannot be immediately recognized otherwise than through its
exchange against money. The circulation of commodities cannot but
produce its own counterpart in 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, S 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 consciously 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 commodities only because it
itself has value, because it itself 1s 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 circulation with an intrinsic value of their own.
From that point of view, Marx must reject any quantity theory of money
applied to money 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 exchanges itself,
it can no more ‘lose’ value (that is, provoke an increase 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 commodities in
circulation, will leave these prices unaffected. But if this amount of paper
money 1n 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 application 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 expression of the equality in
value (in quantities of abstract labour) between 1 ton of steel and 1 kilo of
gold. But if, 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 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 i1s 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
circulation.®® 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 principle’, 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
additional money.?!

In the second place, Marx understood perfectly that the dialectical
interrelationship of all the elements of a mechanistic quantity theory
equation excludes the possibility of simply deriving conclusions from
independent variations of a single one of these elements. He knew, for
example, that the velocity of circulation 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. But an analysis of his
opinions on 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 production,
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 examining the credit role of money Marx maintains a
rigorous adherence to the labour theory of value, so that his whole
economic system is thoroughly ‘monistic’. Money as the general equivalent
of the 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 investment: 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 specific conditions and within specific limits, monetary policies can

reduce the amplitude of economic fluctuations, a fact of which Marx was

perfectly aware.®?

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 accounts 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,®® does relate this role of gold as a means of
final settlement of accounts on an international 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 certainly 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.®* 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 competition and, therefore, in the last analysis the
withering away of private property. To expect such a situation to occur
under capitalism 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.®> An
interesting 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.3® 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.

11. CAPITAL AND THE DESTINY OF CAPITALISM

It 1s 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 development, 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 account
for the mysterious fact that a thinker according 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 impoverishment 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’ (Zusammenbruchstheorie). 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 anything which Marx foresaw?”"

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
threatened 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 describe it.”!

But Capital 1s 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. Capitalism 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 three conditions and



three only: (1) the fact that the mass of producers are not owners of the
means of production in the economic sense of the word, but have to sell
their labour-power to the owners; (2) the fact that these owners are
organized into separate firms which compete with each other for shares of
the market on which commaodities 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 production and generalized
alienation, to constantly growing mechanization of labour, concentration
and centralization of capital, growing 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 ‘imperfect’ (that it is no longer
essentially fought by cutting prices, but rather by reducing production costs
and increasing distribution and sales); that workers have strong trade unions
(except when, under conditions of violent social crisis, bourgeois
democratic 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 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 economically 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 corporations 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.”>

Why then, one might ask, have the expropriators not yet become the
expropriated, and why does capitalism still survive in the highly
industrialized countries? The answer to that question would involve 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 capitalism.
Centralization 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 consciously utilized, at privileged moments of
social crisis, to bring about the revolutionary overthrow of the system.

Marx was as far removed from any fatalistic belief in the automatic
effects of economic determinism as any social thinker could be. He repeated
over and over again that men made and had to make their own history, only
not in an arbitrary way and independently from the material conditions in
which they found themselves.”* Any theory of the collapse of capitalism,
therefore, can only present itself as Marxist if it is a theory of conscious
overthrow of capitalism, that is, a theory of socialist revolution.”> 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 collapse of
capitalism on the other hand, there is a necessary mediation: 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 exposition 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 might call ‘the
Marxist theory of the subjective factor’.

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 explosive 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 overthrown in
many countries, Russia and China being the most important. 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 underdeveloped societies (the law of uneven and combined
development); 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 democracy 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 |
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 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 ‘romantic’ in such a
prognosis, but that it expressed a clear insight into the terrifying destructive
potential of exchange-value production, capital accumulation, and the
struggle for personal enrichment as ends in themselves. The concrete
mechanics of the economic breakdown of capitalist economy may be open
to conjecture. The interrelationship 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
increasing depletion of national resources and, above all, of long-term
decline of the rate of profit, is still far from 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 probable, moreover, that Capital and
what it stands for — namely a scientific analysis of bourgeois society which
represents the proletariat’s class consciousness at its highest level — will in
the end prove to have made a decisive contribution to capitalism’s
replacement by a classless society of associated producers.



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 position 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 and his political
economy, but rather to present a text which would permit the reader to form
his own view.

Thirdly, it 1s generally agreed that Marx was a master of literary German.
A translation which overlooks this will not do justice to his vivid use of the
language 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

NOTE

In compiling the editorial footnotes, indicated by asterisks etc., the
translator has derived much assistance from the Marx-Engels Werke (MEW)
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 understanding of the
first chapter, especially the section that contains the analysis of
commodities, will therefore present the greatest difficulty. I have
popularized the passages concerning the substance of value and the
magnitude of value as much as possible.}! The 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
approximation 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, therefore, 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 intercourse [ Verkehrsverhdltnisse] 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 developments I
make. If, however, the German reader pharisaically shrugs his shoulders at
the condition of the English industrial and agricultural workers, or
optimistically comforts himself with the thought that in Germany things are
not nearly so bad, I must plainly tell him: De te fabula narratur!”

Intrinsically, it is not a question of the higher or lower degree of
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 production has
made itself fully at home amongst us,* for instance in the factories properly
so called, the situation i1s 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 archaic and
outmoded modes of production, with their accompanying train of
anachronistic social and political relations. We suffer not only from the
living, but from the dead. Le mort saisit le vif!T

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 so 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 are any monsters.

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, so in the nineteenth century the American 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. 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 development 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 [ Trdger] 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. Nevertheless, 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 Majesty’s
Missions Abroad, Regarding Industrial Questions and Trades’ Unions’.
There the representatives of the English Crown in foreign 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
between capital and labour 1s as evident and inevitable as in England. 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 transformation 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 tomorrow 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 constantly engaged 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 III), while the third and last volume (Book 1V)
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, e lascia dir le genti.” T

Karl Marx
London, 25 July 1867



Postface to the Second Edition

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 following 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 connection 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 twofold 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. | 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 supplementary, 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 Politischen 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 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 reward for my labours. 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 working class, on the contrary, it was enjoying a
revival.

Political economy remains a foreign science in Germany, up to this very
moment. In his Geschichtliche Darstellung des Handels, der Gewerbe,
usw.,T 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 suppressed, 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 admixture of extraneous material borrowed from the so-



called kameral sciences,i a medley of smatterings through whose purgatory
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 speculation and swindling. But
fate 1s still unpropitious to our professional economists. At the time when
they were able to deal with political economy in an unprejudiced way,
modern economic conditions were absent from the reality of Germany. And
as soon as these conditions did come into existence, it was under
circumstances that no longer permitted their impartial investigation within
the bounds of the bourgeois horizon. In so far as political economy 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 contribution 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, pieces d’occasion and pamphlets. The
unprejudiced 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 circumstances of the time. On the



one hand, large-scale industry itself 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 between capital and labour was forced into the background,
politically 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 literature 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 importunate pamphlets with
which the Anti-Corn Law League, led by the manufacturers Cobden and
Bright, deluged the world offer a historical interest, if no scientific one, on
account of their polemic against the landed aristocracy. But since then the
free-trade legislation 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 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 revealed, 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 attained 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, followed John Stuart Mill in his attempt to reconcile the
irreconcilable. 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 therefore
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 bourgeoisie tried at
first to kill Dos 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 workers’ press — see for example Joseph Dietzgen’s articles in the
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 Ricardos 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 Capital 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 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 Theoriciens du socialisme en Allemagne. Extrait du Journal des
economistes, Juillet et Aotit 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.” |
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 Politischen
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 phenomena 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 connections
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 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 external
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-a-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 1s exactly what Marx denies. According to
him, 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
organisms 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, for example, that the law of population
1s the same at all times and 1n all places. He asserts, on the contrary, that
every stage of development 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 inquiry lies in the illumination of the special laws that
regulate the origin, existence, development and death of a given social
organism 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 1s 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 detail, 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 process 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 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 comprehensive 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 Germany,
because it seemed to transfigure and glorify what exists. In its rational form
it is a scandal and an abomination to the bourgeoisie 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 contradictions
impresses itself most strikingly on the practical bourgeois in the changes of
the periodic cycle through which modern industry passes, the summit of
which is the general 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



Preface to the French Edition

To citizen Maurice La Chatre

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 working 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 principles and the immediate questions that have aroused their
passions, 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 1s 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, dear citizen,

Your devoted,
Karl Marx
London, 18 March 1872



Postface to the French Edition

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 scrupulously fulfilled 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 to result in a lack 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



Preface to the Third Edition

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, 18737) already contained were
to be put in.

Among the books left by Marx there was a German copy which he
himself had corrected here and there and provided with references 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 in parts



unclear; there were gaps here and there in the presentation 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 supplementary 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 without my firm
conviction that the author would have altered it himself. 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-giver [Arbeitnehmer]. In French, too, the word
‘travail’ 1s 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 (1abour-taker) 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 industry. The last-named reason is decisive even
today, especially as the corresponding conditions in the world market have



hardly changed and English weights and measures almost entirely
predominate, particularly in the key industries, iron and cotton.

In conclusion, a few 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
development was first clearly enunciated. Here the only consideration is
that the economic conception in question must be of some significance 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 1s 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 distinguished
themselves only by the tendentious ignorance characteristic of place-
hunters. It will now be understood why Marx, in consonance with the
Postface to the second edition, only had occasion 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



Preface to the English Edition

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 English authors and Blue Books and translated by
Marx into German. This has been done throughout, with but a few
unavoidable 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 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 responsibility 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 sacrifice wherever
something of the full import of the original had to be sacrificed in the
rendering.

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
exclusive owner), yet even classical political economy never went beyond
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 industry, not agricultural or handicraft, is indiscriminately
comprised 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 importance as being a more or less adequate expression of the
conditions of social production and exchange prevalent at the time, and
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 1n itself, and has for twenty years ranked
as an independent work. The second book, edited in German by me in 1885,
1s decidedly incomplete without 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 1s 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 Switzerland, 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 expression 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 ‘cultured’ 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 economic
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 Manchester doubts this its
quondam economic gospel.” Foreign industry, 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 increases in a geometric ratio, the extension of markets proceeds at
best in an arithmetic one. The decennial cycle of stagnation, prosperity,
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 1s
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



Preface to the Fourth Edition

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 manuscript 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. 7304, 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..T

In the meantime, a complete revision of the numerous quotations 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 notebooks, 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 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
English economists in French translations, so that the double translation
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 to revert 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 anonymous article entitled
‘How Karl Marx Quotes’. It was asserted there, with an excessive display
of moral indignation and unparliamentary language, that the quotation from
Gladstone’s Budget Speech of 16 April 1863 (in the Inaugural Address of
the International Working Men’s Association, 1864,7 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 following May,
answered the anonymous author in the Volksstaat of 1 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 The 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 apprehension 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 [ have described and which is founded, I think, upon accurate
returns, 1s 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, 1s 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 parliamentary 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 contains ‘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 interlarded with such edifying terms of abuse
as ‘bad faith’, ‘dishonesty’, ‘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 whatever 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 power 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 too 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 newspaper reports of identical
content, appearing independently of one another the next morning, proved
to have been really uttered, 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 letter 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 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 citation made from Mr Gladstone’s
speech in the [Inaugural] Address. 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 compromising” for an English Chancellor of
the Exchequer. On Brentano’s showing, by a detailed comparison of texts,
that the reports of The 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 battle-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 7o-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 did not occur in Mr Gladstone’s speech’ had been,
in his opinion, ‘of very subordinate importance’ in the Brentano—Marx
controversy, ‘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 7o-day) in
dissolving all this argumentation into thin air. Either Mr Taylor had read the
controversy of 1872, in which case he was now making 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 accusation of his friend Brentano that Marx had made a
‘lying’ addition. 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 ‘lying
insertion’,* 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 sentiments. Eleanor Marx, in concluding her reply, sums up as
follows:

‘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 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






Part One

COMMODITIES AND MONEY



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 investigation therefore
begins with the analysis of the commodity.

The commodity is, first of all, an external object, a thing which through
its qualities satisfies human needs of whatever kind. The nature of these
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, i.e. an
object of consumption, or indirectly 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.®> So also is the invention of socially recognized standards of
measurement for the quantities of these useful objects. The diversity of the
measure for commodities arises in the 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 usefulness 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 qualities, such as dozens of commodities provide the material
for a special branch of knowledge, namely the commercial knowledge of
commodities.” Use-values are only realized [verwirklicht] in use of in
considered here they are also the material bearers [7Trdger] of... exchange-
value.

Exchange-value appears first of all as the quantitative relation, the
proportion, in which use-value of one kind exchange for use-values of
another kind.® This relation changes constantly with time and place. Hence
exchange-value that is inseparably connected with the commodity, inherent
in it, seems a contradiction in terms.” Let us consider the matter more
closely.

A given commodity, a quarter of wheat for example, is exchanged 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 exchange-value of one quarter of wheat. Therefore x
boot-polish, y silk, z gold, etc., must, as exchange-values, be mutually
replaceable 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 anything other than the mode of
expression, the ‘form of appearance’,* 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 determine
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 properties come into
consideration only to the extent that they make the commodities useful, 1.e.
turn them into use-values. But clearly, the exchange relation of
commodities is characterized precisely by its abstraction from their 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 1s no difference or distinction in things of equal value... 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 quantity, and therefore do not
contain an atom 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
kinds 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 distinguished, 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, 1.e. of human
labour-power expended without regard 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 —
commodity values [ Warenwerte].

We have seen that when commodities are in the relation of exchange,
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].

A use-value, or useful article, therefore, has value only because abstract
human labour is objectified [vergegenstindlicht] or materialized in it. How,
then, is the magnitude of this value to be measured? By means of the
quantity of the ‘value-forming substance’, the labour, contained in the
article. This quantity is measured by its duration, and the labour-time is
itself measured on the particular scale of hours, days etc.

It might seem that 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 produced it, because he would need
more time to complete the article. However, the labour that forms the
substance of value is equal human labour, the expenditure of identical
human labour-power. The total labour-power of society, which is
manifested in the values of the world of commodities, counts here as one
homogeneous 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 character 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 necessary. 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 his individual 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 individual 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 productivity of labour. This is
determined by a wide range of circumstances; 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 production, 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 1/2 years’ average produce of the sugar and
coffee plantations of the same country,i 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, 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 of labour, the
greater the labour-time necessary to produce an article, and the greater its
value. The value of a commodity, therefore, varies directly as the quantity,
and inversely as the productivity, of the labour which finds its realization
within the commodity. (Now we know the substance of value. It is labour.
We know the measure of its magnitude. 1t is labour-time. The form, 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 commodities. In order to produce the latter, he
must not only produce 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 does
not count as labour, and therefore creates no value.

2. THE DUAL CHARACTER OF THE LABOUR EMBODIED IN COMMODITIES

Initially the commodity appeared to us as an object with a dual character,
possessing both use-value and exchange-value. Later on it was seen that
labour, too, has a dual character: in so far as it finds its expression in value,
it no longer possesses the same characteristics as when it is the creator of
use-values. [ was the first to point out and examine critically this twofold
nature of the labour contained in commodities.!? As this point is crucial to
an understanding 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, the coat = 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 operation, 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 exchanged for coats, one use-value cannot be exchanged for
another of the same kind.

The totality of heterogeneous use-values or physical commodities 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 social division of labour. Labour is socially
divided in the primitive Indian community, although the products do not
thereby 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 1solation, can confront
each other as commodities.

To sum up, then: the use-value of every commodity contains useful
labour, i.e. productive activity of a definite kind, carried on with a definite
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, 1.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, then, as the creator of use-values, as useful
labour, is a condition of human existence which is independent of all forms
of society; it is an eternal natural necessity which mediates the metabolism
between man and nature, and therefore human life itself.

Use-values like coats, linen, etc., in short, the physical bodies of
commodities, are combinations of two elements, the material provided by



nature, 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 engages in production, he can only proceed
as nature does herself, i.e. he can only change the form of the materials.'
Furthermore, even in this work of modification he is constantly helped by
natural forces. Labour is therefore not the only source of material wealth,
1.e. of the use-values it produces. As William Petty says, labour is the father
of material wealth, the earth is its mother.*

Let us now 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 concern 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 tomorrow, 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 quality of productive activity, and
therefore 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 have attained a certain level of development before it can be expended
in this or that form. But the value of a commodity represents 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, without being
developed in any special way. Simple average labour, it 1s true, varies in
character in different countries and at different cultural epochs, but in a
particular society it is given. More complex 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 abstract from their
different use-values, so, in the case of the labour represented by those
values, do we disregard the difference between 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
quantities of homogeneous labour. In the same way, the labour contained in
these values does not count by virtue of its productive relation to cloth and



yarn, but only as being an expenditure of human labour-power. Tailoring
and weaving are the formative elements in the use-values coat and linen,
precisely because 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 contained in a
commodity counts only qualitatively, with reference to value it counts only
quantitatively, once it has been reduced to human labour 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 required, let
us say, for the production of a coat remains unchanged, 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 produce the article.

In itself, 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 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 productivity rises or falls. As against
this, however, variations in productivity have no impact whatever on the
labour itself represented 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 productivity which increases the fruitfulness of labour, and
therefore the amount of use-values produced by it, also brings about a
reduction in the value of this increased total amount, 1f 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 labour-power, in
the physiological sense, and it is in this quality of being equal, or abstract,
human labour that it forms the value of commodities. 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 quality of being concrete useful labour

that it produces use-values. '

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 because they have a dual nature,



because they are at the same time objects of utility 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 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 commodities 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 commodities 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 value lies hidden in this simple form. Our
real difficulty, therefore, is to analyse it.

Here two different kinds of commodities (in our example the linen and
the coat) evidently play two different parts. The linen expresses its value in
the coat; the coat serves as the material in which that value is 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 is in the relative form of value. The second commodity
fulfils the function of equivalent, in other words it is in the equivalent form.

The relative form of value and the equivalent form are two 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 other
commodity confronts it in the equivalent 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 1s 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 expression 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 commodity whose value is
being expressed, or the commodity in which value is being expressed.

(2) The relative form of value

(1) The content of the relative form of value

In order to find out how the simple expression of the value of a commodity
lies hidden in the value-relation between two commodities, we must, first of
all, consider the value-relation quite independently of its quantitative

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 different 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.'’

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 hand, 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
related 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 substances, 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 C,HgO,;

and in the second place, it would thereby be asserted that butyric acid also
consists of C;HgO,. 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 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
common of being human labour. This is a roundabout way of saying that
weaving too, in so far as it weaves value, has nothing to distinguish 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.'®



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’

[ Gegenstindlichkeit], 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 1s a value. Here it is therefore a thing in 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 expresses 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 otherwise.

In the production 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
1s 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 [ Wertkorper]. 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 the form 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
1dentical 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 Christian is shown in his resemblance to the Lamb of God.

We see, then, that everything our analysis of the value of commodities
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,
1.€. 1s value, consists of the same labour as it does itself. In order to 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 [ Wertkorper], 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.

(i1) 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, 1.e. the magnitude of value. In the value-
relation of commodity A to commodity B, of the linen to the coat, therefore,
not only is the commodity-type coat equated with the linen in qualitative
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 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 substance 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 investigated more closely.

I. Let the value of the linen change?” while the value of the coat remains
constant. If the labour-time necessary for the production of linen be
doubled, as a result of the increasing infertility 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 =
1/2 coat. The relative value of commodity 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 = 1/2 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.

If we compare the different cases examined under headings I and 11, it
emerges that the same change in the magnitude of relative value may arise
from entirely opposed causes. Thus the equation 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 yards of linen = 1/2 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 1s revealed only when they are compared with a third commodity,
whose value has remained constant. 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.

I'V. The labour-time necessary for the production respectively of the linen
and the coat, and hence their values, may vary simultaneously 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, II and III.

Thus real changes in the magnitude of value are neither unequivocally
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 remains constant. Its relative value may remain
constant, although its value varies; and finally, simultaneous variations in
the magnitude of its value and in the relative expression of that magnitude
do not by any means have to correspond at all points.?!



(i11) 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 commodity linen brings to view its own
existence as a value through the fact 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 1n 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 equivalent 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 proportion 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 determined, 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 magnitude of its value ceases to be expressed
quantitatively. On the contrary, 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. Because the
commodity coat here plays the part of equivalent, because 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 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 quantitative 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 appearance 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 commodity B (coat, or
maize, or iron, etc.) when some other commodity 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 determined 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 relation into which the sugar, or any other body whose weight is to be
found, enters with the iron. If both objects lacked weight, they 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 proportions, 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 nature itself. Admittedly, this holds good only
within the value-relation, in which the commodity linen is related to the

commodity coat as its equivalent.??

However, the properties of a thing do
not arise from its relations to other things, they are, on the contrary, merely
activated by such relations. The coat, therefore, seems to be endowed with
its equivalent 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 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 equivalent 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.

Thus the equivalent form has a third peculiarity: private labour takes the
form of its opposite, namely labour 1n its directly social form.



The two peculiarities of the equivalent form we have just developed will
become still clearer if we go back to the great investigator who was the first
to analyse the value-form, like so many other forms of thought, society and
nature. | 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
(KXivar wévte Gvri olyiac)
1s indistinguishable from
5 beds = a certain amount of money
(KXivan wévte Gvri... Ogov al mévte yrivar)

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’ (‘ofit’ (€0t
un oVeNc evppetpiag’). Here, however, he falters, and abandons the further
analysis of the form of value. ‘It is, however, in reality, impossible (“nn pév
oUv AAnBeia a53Uvcpov”) that such unlike things can be commensurable,’
1.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 represents from the point of view of
the bed, in the value expression for the bed? Such a thing, in truth, cannot
exist, says Aristotle. But why not? Towards the bed, the house represents
something equal, in 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, in the
form of commodity-values, all labour is expressed as equal human labour
and therefore as labour of equal quality, by inspection from the form of
value, because Greek society was founded on the labour of slaves, hence
had as its 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 deciphered until 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 commodities. 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.

(1v) The simple form of value considered as a whole A commodity’s simple
form of value is contained in its 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 1s in a value-relation or an exchange relation with a second commodity of



a different kind. Once we know this, our manner of speaking does no harm;
it serves, rather, as an abbreviation.

Our analysis has shown that the form of value, that is, the expression 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 view is the delusion both of the
Mercantilists (and people like Ferrier, Ganilh, etc.,”> 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 1n 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 relation between two commodities such that the one
commodity, whose own value 1s 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 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 relative form of value of a commodity there corresponds the
single equivalent form of another commodity. Thus, in the relative
expression 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. Therefore 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 or 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 transformed 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 commodity D
or = x commodity E or = etc.

(20 yards of linen = 1 coat or = 10 1b. tea or = 40 Ib. coffee or = 1 quarter of
corn or = 2 ounces of gold or = 1/2 ton of iron or = etc.)

(1) The expanded relative form of value

The value of a commodity, the linen for example, is now expressed in terms
of innumerable other members of the world of commodities. Every other
physical commodity now becomes a mirror of the linen’s value.? 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 expressions 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 exchangeable 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
innumerable different commodities, belonging to as many different owners.
The accidental relation between two individual commodity-owners
disappears. It becomes plain that it is not the exchange 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 expression 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 manifestation 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 incomplete,
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 commodity, which will provide the material
for a fresh expression of value. Secondly, it is a motley mosaic of disparate
and unconnected 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 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 completed 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 Ib. of tea, etc.

However, each of these equations implies the identical equation in

reverse:
1 coat =20 yards of linen
10 Ib. 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 Ib. of coffee

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

+ ton of iron

x commodity A ete,

(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, because in the same
commodity each time. Their form of value is simple and common to all,
hence general.

The two previous forms (let us call them A and B) only amounted to the
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 = 1/2 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, 1s 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 exchanges.

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 excluded; 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 commaodities.

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, or in 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 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 equivalent. 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 1b.
of tea = 20 yards of linen, and 40 Ib. of coffee = 20 yards of linen.
Therefore 10 1b. of tea = 40 1b. of coffee. In other words, 1 Ib. of coffee
contains only a quarter as much of the substance of value, that is, labour, as
1 1b. of tea.

The general relative form of value imposes the character of universal
equivalent on the linen, which is the commodity excluded, 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 1s
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 objectified in the values of commodities is not just
presented negatively, as labour in which abstraction is made from all the
concrete forms and useful properties of actual work. Its own positive nature
is explicitly brought out, namely the fact that it is the reduction of all kinds
of actual labour to their common character 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 expand 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.

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.?®

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 serving 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 relative 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 equivalent commodity.

(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 by any 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
commodity 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 conquered
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 b. of coffes = 2 ounces of gold
1 quarter of corn

% 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 1s 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 entwined with
the specific natural form of the commodity gold.

Gold confronts the other commodities as money only because it
previously confronted them as a commodity. Like all other commodities it
also functioned as an equivalent, either as a single equivalent in isolated
exchanges or as a particular equivalent 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
commodity, 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 commodity, such
as linen, in a commodity which is already functioning 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 working 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 nature in
such a way as to make them useful to him. The form of wood, for instance,
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, 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, however varied the useful kinds of labour, or
productive activities, it is a physiological fact that they are functions of the
human organism, 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 palpably different from its quality. In all
situations, the labour-time it costs to produce the means of subsistence must
necessarily concern mankind, although not to the same degree at different
stages of development.”® 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 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 producers. 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, the fantastic 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 inseparable 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
characteristics of their private labours appear only within this exchange. In
other words, the labour of the private individual manifests itself as an
element of the total labour of society only through the relations which the
act of exchange establishes between the products, and, through their
mediation, between the producers. To 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 position 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 labour has to
be useful to others, and the social character of the equality of the various
kinds of labour is reflected in the 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 aware of it.?? 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 product: 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 independently 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 configuration.

What initially concerns producers in practice 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 appear 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 products of
labour becomes firmly established only when they act as magnitudes of
value. These magnitudes vary continually, independently of the will,
foreknowledge and actions of the exchangers. Their own movement within
society has for them the form of a movement made by things, and these
things, far from being under 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 relations 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.?° The determination of the magnitude of



value by labour-time is therefore a secret hidden under the apparent
movements in the relative values of commodities. Its discovery destroys the
semblance of the merely accidental determination 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 therefore the preliminary requirements for the
circulation of commodities, 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 commodities — the money form — which
conceals the social character of private labour and the social relations
between the individual workers, by making those relations appear as
relations between material objects, instead of revealing them plainly. If
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 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 belonging to this historically
determined mode of social production, i.e. commodity production. The
whole mystery of commodities, all the magic and 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 so 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 functions. 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 dependence characterizes the social relations
of material production as much as it does the other spheres of life based on
that production. But precisely because relations of personal dependence
form the given social foundation, there is no need for labour and its
products 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 particularity — 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 commodities, 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 relations between
individuals in the performance of their labour appear at all events as their
own personal relations, and are not disguised as social relations between
things, between the products of labour.

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.’? 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, which, 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 expended 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, because 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 expending 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 remains 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 producers. 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 apportionment
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 products as commodities,
hence as values, and in this material /sachlich] form bring their individual,
private labours into relation with each other as homogeneous human labour,
Christianity with its religious cult of man in the abstract, more particularly
in its bourgeois development, 1.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 however increases 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 intermundia,* 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. But they
are founded either on the immaturity of man as an individual, 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 reflected in the ancient worship of nature, and in other elements of tribal
religions. The religious reflections of the real world can, in any case, vanish
only 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
planned 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, however
incompletely,® and has uncovered the content concealed 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 1s expressed in
value, and why the measurement of labour by its duration is expressed in
the magnitude of the value of the product.>* These formulas, which bear the
unmistakable stamp of belonging to a social formation in which the process
of production has mastery over man, instead of the opposite, appear to the
political 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 as the Fathers of the Church
treated pre-Christian religions.>”

The degree to which some economists are misled by the fetishism
attached to the world of commaodities, 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 bestowed on a thing, it can have no more natural
content than has, for example, the rate of exchange.

As the commodity-form is the most general and the most undeveloped
form of bourgeois production, it makes its appearance at an early date,
though not in the same predominant and therefore characteristic manner as
nowadays. Hence its fetish character is still relatively easy to penetrate. But
when we come to more concrete forms, even this appearance 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 Monetary 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 commodities could speak,
they would say this: our use-value may interest men, but it does not belong
to us as objects. What does belong to us as objects, however, is our value.
Our own intercourse as commodities proves it. We relate to each other
merely as exchange-values. Now listen how those commodities speak
through the mouth of the economist:

‘Value (1.e. exchange-value) is a property of things, riches (i.e. use-value)
of man. Value, in this sense, necessarily implies exchanges, riches do not.”

‘Riches (use-value) are the attribute of man, value is the attribute 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 or diamond.”>’

So far no chemist has ever discovered exchange-value either in a 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, on the other hand, forms a 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 ?*

“To be a well-favoured man is the gift of fortune; but reading and writing

comes by nature.”3®



Chapter 2: The Process of Exchange

Commodities cannot themselves go to market and perform exchanges in
their own right. We must, therefore, have recourse to their guardians, who
are the possessors of commodities. Commodities are things, and therefore
lack the power to resist man. If they are unwilling, he can use force; in other
words, he can take possession of them.! In order that these objects may
enter into relation with each other as commodities, their guardians must
place themselves 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, except through an 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 as
representatives and hence owners, of commodities. As we proceed to
develop our investigation, we shall find, in general, that the characters who
appear on the economic stage are merely personifications 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 herself.” 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
possesses 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 values before 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 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
1s 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 him a general social process. But the same process
cannot be simultaneously for all owners of commodities both exclusively
individual and exclusively social and general.

Let us look at the matter a 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-values
only.

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 manifested themselves in
the natural instinct of the owners of commodities. 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 have already 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 commaodities, 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 which has been set apart to be the universal equivalent. It thus
becomes — money.

‘1lli unum consilium habent et virtutem et potestatem suam bestiae
tradunt... Et ne quis possit emere out vendere, nisi qui habet characterem
out nomen bestiae, out numerum nominis eius’ (Apocalypse).”

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 develops the opposition between use-value and
value which is latent in the nature of the commodity. The need to give an
external expression to this opposition for the purposes of commercial
intercourse 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 commodities 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 become so only through the act of exchange. The first
way in which 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 necessary 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 members 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 communities 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 relations of a community, they also, by
reaction, become commodities 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 exchange 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 the direct exchange of products, each commaodity 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 individual needs of the exchangers. The need for this
form first develops with the increase in the number and variety of the
commodities entering into the process of exchange. The problem and the
means for its solution arise simultaneously. Commercial intercourse, in
which the owners of commodities exchange and compare their own articles
with various other articles, never takes place unless different kinds 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 transiently
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, 1.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 circumstances 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 indigenous 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 proportion does the money-
form become transferred to commodities which are by nature fitted to
perform the social function of a universal 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’,’ is 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
embodiment 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 component 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 function.

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 commodity.

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 commodity 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 functions, 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.!! But if it is declared that the social
characteristics assumed by material objects, or the material characteristics
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 explanation favoured by the eighteenth century: in this
way the Enlightenment endeavoured, at least temporarily, to remove the
appearance of strangeness from 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 10lb. of gold is worth, for instance. 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 commodity, 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.'?

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 appears to 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
firmly established, a process which was completed when the universal
equivalent form became identified with the natural form of a particular
commodity, and thus crystallized into the money-form. What appears to
happen is not that a particular commodity becomes money because all other
commodities 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 commodities 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 relations 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
products of men’s labour universally take on the form of commodities. The
riddle of the money fetish is therefore the riddle of the commodity fetish,
now become visible and dazzling to our eyes.



Chapter 3: Money, or the Circulation of Commodities

1. THE MEASURE OF VALUES

Throughout this work I assume that gold is the money commodity, for the
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 specific equivalent
commodity, become money.

It is not money that renders the commodities commensurable. Quite the
contrary. Because all commodities, as values, are objectified 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.'

The expression of the value of a commodity in gold — x commodity 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 commaodities, because the equivalent commodity, gold, already
possesses 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 fact in 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 commodities. As against this, money has no price. In order to form
a part of this uniform relative form of value of the other commodities, it
would have to be brought into relation with itself as its own equivalent.

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 i1deal 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
commodities 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 functions 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 proves in fact that a duplication of the measure of
value contradicts the function of that measure.*

Commodities with definite prices all appear in this form: @ commodity A
=x gold; b commodity B =y gold; ¢ commodity C = z gold, etc., where q,
b, c represent definite quantities of the commodities A, B, Cand x, y, z
definite quantities of gold. The values of these commodities are therefore
changed into imaginary quantities 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 combined with others
to make up hundredweights.” It is owing to this that, in all metallic
currencies, the names given to the standards of money or of price were
originally taken from the preexisting 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 measures 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 quantities 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 1s, 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 change
can take place in the weight of its aliquot parts. Thus gold always renders
the same service as a fixed measure of price, however 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 therefore, other things being equal, leaves
the mutual relations 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 commodity 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 fluctuations of commodity prices in general, they are subject to
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 a rise in
their values, which happens when the value of money remains constant, or



from a fall in the value of money, which happens when the values of
commodities remain constant. The process 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 remains 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 separated 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, the more precious metal extrudes the less precious from its
function 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, one fifteenth 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 conventional, 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, such as
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 commodities
are ideally changed are therefore now expressed in the money-names, or the
legally valid names of the subdivisions of the gold standard made for the
purpose of reckoning. Hence, instead of saying that a quarter of wheat 1s
worth an ounce of gold, people in England would say that it was worth £3
17s. 10%d. 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.!?

Price is the money-name of the labour objectified in a commodity. 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 commodity’s value, is the exponent of its exchange-ratio
with money, it does not follow that the exponent of this exchange-ratio is
necessarily the exponent of the magnitude of the commodity’s value.
Suppose two equal quantities of socially necessary labour are respectively
represented by 1 quarter of wheat and £2 (approximately 1/2 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 now 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, 1.e. money, and, in the second place, the
exponents of its exchange-ratio with money. If the conditions of production,
or the productivity of labour, remain constant, the same amount of social
labour-time must be expended on the reproduction 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
commodities. The magnitude of the value of a commodity therefore
expresses a necessary relation to social labour-time which is inherent in the
process by which its value is created. With the transformation 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 commodity 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
magnitude 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.



The price-form, however, is not only compatible with the possibility of a
quantitative incongruity between magnitude of value and price, i.e. between
the magnitude of value and its own expression in money, but it may also
harbour a qualitative contradiction, with the result that price ceases
altogether to express value, despite the fact that money is nothing but the
value-form of commodities. Things which in and for themselves are not
commodities, 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 (for instance 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 ‘troublesome’
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), possess an ideal 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 commodity, and were
to refer him to the price of iron as proof that it was already money, his



answer would be the terrestrial equivalent 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,
Ma dimmi se tu [’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 resolved.

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 commodity 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 consumption. But the former sphere alone interests us here. We
therefore have to consider the whole process in its formal aspect, that is to
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 of form 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
commodities, 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 confront 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 appears only ideally in the series of expressions of relative
value within 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 exchange.

Let us now accompany the owner of some commodity, say our old friend
the linen weaver, to the scene of action, the market. His commodity, 20
yards of linen, has a definite price, £2. He exchanges 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 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 therefore accomplished through two
metamorphoses of opposite yet mutually complementary character — the
conversion of the commodity 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: selling in 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 more than the exchange of the product of his labour
for the product of someone else’s, nothing 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 i1s C—C, the
exchange of one commodity for another, the metabolic interaction of social
labour, in whose result the process itself becomes 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 mortale, as | have called it elsewhere.* If the leap falls
short, it is not the commodity which is defrauded but rather its owner. The
social division of labour makes the nature of his labour as one-sided as his
needs are many-sided. This is precisely the reason why the product of his
labour serves him solely as exchange-value. But it cannot acquire universal
social validity as an equivalent-form except by being converted into money.
That money, however, is in someone else’s pocket. To allow it to be drawn



out, the commodity produced by its owner’s labour 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 kind, 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
production 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 1s 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 separation. Today the product satisfies
a social need. Tomorrow it may 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-value of his product does maintain itself, and that the commodity
therefore attracts money. Now we have to ask: how much money? No doubt
the answer is already anticipated in the price of the commodity, which is the
exponent of the magnitude of its value. We leave out of consideration here
any possible subjective errors in calculation by the owner of the
commodity, which will immediately be corrected objectively in the market.
We suppose him to have spent on his product only the average socially
necessary quantity of labour-time. The price of the commodity, therefore, is
merely the money-name of the quantity of social labour objectified in it.
But now the old-established conditions of production in weaving are thrown



into the melting-pot, without the permission of, and behind the back of, our
weaver. What was yesterday undoubtedly 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 necessary 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 determined 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 qualitative 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 its
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 money. At the same time, it
makes it a matter of chance whether this transubstantiation succeeds or not.
Here, however, we have to look 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 abnormal loss
or accretion of substance — that is, of the magnitude of 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 exchanged. But what is the
commodity exchanged for? For the universal shape assumed by its own
value. And what is the gold exchanged 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. The commodity is divested of its original form through its sale, 1.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 i1deal value-form, is therefore at the same time, and
inversely, the realization of the merely ideal use-value of money; the
conversion of a commodity into money is the conversion of money into a
commodity. This single process is two-sided: from one pole, that of the
commodity-owner, it is a sale, from the other pole, that of the money-
owner, it is a purchase. In other words, a sale is a purchase, C—M 1is also M—
c.l7

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 commodity-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 exchange 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 because 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
undifferentiated human labour. From the mere look of a piece of money, we
cannot tell what 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 movement which ends with its opposite: the
purchase of a Bible. Considered 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
(linen—-money—Bible), is also M—C (money—linen), the last phase of another
movement C—M—C (wheat-money—linen). The first metamorphosis of one
commodity, its transformation from the commodity-form into money, is
therefore also invariably the second, and diametrically opposite,
metamorphosis of some other commodity, the retransformation of the latter
from money into a commodity.*’



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 as 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, namely 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. If it 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 concluding
metamorphosis of one commodity is the first metamorphosis 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—
brandy). Since the producer of the commodity offers only a single 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 metamorphosis of a commodity as a
whole, it appears in 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 accomplished 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 inverted transmutations, from a commodity into
money and from money into another commodity, the owner of the
commodity successively changes his role from seller to buyer. Being a
seller and 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 personae. 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 commodity 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 transaction thus becomes
a buyer in the second, in which a third commodity-owner comes to meet
him as a seller.?

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 is a use-value. So too the money
appears in the first phase as a solid crystal of value into which the
commodity has been transformed, but afterwards it dissolves into the mere
equivalent-form of the commodity.

The two metamorphoses which constitute the commodity’s circular 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 transformation, 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 metamorphosis
of a third commodity. Hence the circuit made by one commodity in the
course of its metamorphoses is inextricably entwined with the circuits of
other commodities. This whole process constitutes the circulation of
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 exchanged 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 commodities. We see here, on the one hand, how the
exchange of commodities breaks through all the individual and local
limitations of the direct exchange of products, and develops the metabolic
process 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 1s
our rash and intemperate friend able to 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.

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.?® 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 accomplished is equal to the number
of purchases, it 1s a flat tautology. 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 the alternating relation 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 person. Hence the
identity of sale and purchase implies that the commodity is useless if, when
it is thrown into the alchemist’s retort 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 interval,
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 the commodity,
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 else purchases. But no one directly needs to
purchase 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 antithetical 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 because
they complement each other. Hence, if the assertion of their external
independence [dusserliche Verselbstindigung] proceeds to a certain critical
point, their unity violently makes itself felt by producing — a crisis. There is
an antithesis, immanent in the commodity, 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 yet even exist from the

standpoint of the simple circulation of commodities.?*

(b) The Circulation of Money

The change of form through which the metabolism of the products 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 therefore a circuit. On the other hand, the form of this
movement excludes 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 commodity, 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 imparted
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 repetition 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 commodities
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 commodity changes places with the 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, includes two opposed processes, is,
when considered as the movement 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
replacement of one commodity by another, appears not to have been



mediated by its own change of form, but rather by the function 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 commodities 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 of money is
merely the expression of the circulation of commodities, 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 independent shape. Hence
its movement, as the medium of circulation, 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 form is
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 displacement, 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 expresses 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 entanglement of the innumerable metamorphoses in the whole world
of commodities.)™ It is in any case evident that all this is valid only for the
simple circulation of commodities, the form we are considering here.

Every commodity, when it first steps into circulation and undergoes 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 continuously 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 considered here, money and commodities always come into physical
confrontation with each other, one at the positive pole of purchase, the other
at the negative pole of sale, it 1s 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 quantity 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 inversely as the
value of the money, and then the quantity of the medium of circulation



varies directly as the price of the commodities. Exactly the same
phenomenon would arise if, for instance, 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, 1.e. the value of the commodity serving as the measure of
value, would have undergone a change, and so too, therefore, would the
prices of commodities which express their values in 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 therefore 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 increased 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 commodities
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 circulation 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 commodities 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 £200,200 quarters £400, and so on, and therefore
that the quantity of money which changes places with the wheat, when it is
sold, must increase as the quantity of the wheat increases.

If the mass of commodities remains constant, the quantity of money in
circulation surges up or down according to the fluctuations in the prices of
the commodities. It rises and falls because the sum of the prices increases or
diminishes as a result of the change of price. For this it is by no means
necessary that the prices of all commodities should rise or fall
simultaneously. A rise or a fall in the prices of a number of leading articles
is sufficient in the one case to increase, in the other to diminish, the sum of
the prices of all commodities, and therefore to put more or less money in
circulation. Whether the change in the price reflects an actual change in the
value of the commodities, or merely fluctuations in their market prices, the
effect on the quantity of the medium of circulation remains the same.

Let us assume that there occur a number of unconnected and
simultaneous sales, or partial metamorphoses, in different localities; sales
of, say, 1 quarter of wheat, 20 yards of linen, 1 Bible and 4 gallons of
brandy. If the price of each article is £2, and the sum of the prices to be
realized is consequently £8, it follows that £8 in money must enter into
circulation. If, on the other hand, these same articles are links in the
following chain of metamorphoses: 1 quarter of wheat — £2 — 20 yards of



linen — £2 —1 Bible — £2 — 4 gallons of brandy — £2, a chain which is
already well known to us, in that case the £2 causes the different
commodities to circulate after realizing their prices successively, and
therefore realizing the sum of those prices, which is £8, the £2 finally
comes to rest in the hands of the distiller. The £2 has turned over four times.
It has performed four acts of circulation. This repeated change of place of
the same pieces of money corresponds to the double change of form
undergone by the commodities, it corresponds to their movement through
two diametrically opposed stages of circulation, and the intertwining of the
metamorphoses of different commodities.?’ These antithetical and mutually
complementary phases, through which the process passes, cannot take place
alongside each other. They must follow in temporal succession. It is
segments of time therefore which form the measure of the duration of the
process, in other words, the velocity of the circulation of money is
measured 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 1s four, and the quantity of money in
circulation 1s £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
commodities divided by the number 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
simultaneous 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 denomination 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 process of circulation at
the beginning of each day is of course determined 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 circulation performed
by the separate pieces increases, the total number 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 circulation 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.

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 1s merely a reflection of the rapidity with which commodities
change their forms, the continuous interlocking 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 appears the fluid unity of the antithetical and
complementary phases, i.e. the transformation of the commodities from the
form of utility into the form of value and their re-transformation in the
reverse direction, or the two processes of sale and purchase. Inversely, when
the circulation of money slows down, the two processes become separated,
they assert their independence and mutual antagonism; stagnation occurs in
the changes of form, and 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 in the circulating

medium, since it sees money appear and disappear less frequently at all

points on the periphery of circulation, in proportion as the circulation of
money slows down.?®

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 other hand by the rapidity of
alternation of the antithetical processes 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
commodities 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 circulation of money, can all
vary in various directions under different 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 commodities 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 circulation.

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 the increase in their prices, or if the
velocity of monetary circulation increases at the same rate as prices rise, the
number of commodities in circulation 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.



With a general fall in the prices of commodities, the quantity of the
circulating medium will remain constant, if the number of commodities
increases proportionally to their fall in price, or if the velocity of monetary
circulation decreases in the same proportion. The quantity of the circulating
medium will increase, if the number of commodities increases more
quickly, or the rapidity of circulation decreases more quickly, than the
prices fall.

The variations of the different factors may be mutually compensatory, so
that notwithstanding their continued instability, the sum of the prices to be
realized and the quantity of money in circulation 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, more rarely, from changes in the
value of money itself.

The law that the quantity of the circulating medium is determined by the
sum of the prices of the commodities in circulation, and the average
velocity of the circulation of money,”” may also be stated as follows: given
the sum of the values of commodities, and the average rapidity of their
metamorphoses, the quantity of money or of the material of money in
circulation depends on its 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,> 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 commodities is exchanged for an aliquot part of the heap of
precious metals.!

(c) Coin. The Symbol of Value



Money takes the shape of coin because of its function as the circulating
medium. The weight of gold represented in the imagination by the prices or
money-names of the commodities has to confront those commodities,
within circulation, as coins or pieces of gold of the same denomination. The
business of coining, like the establishing of a standard measure of prices, is
an attribute proper to the state. The different national uniforms worn at
home 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 universal sphere, the
world market.

The only difference, therefore, between coin and bullion lies in their
physical configuration, and gold can at any time pass from one form to the
other.?? 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 denomination of the gold and its substance, the
nominal content and the real content, begin to move apart. Coins of the
same denomination 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 commodities 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 transform 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, 1.e. renders it incapable of
being circulated.

The fact that the circulation of money itself splits the nominal 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 the role played by silver and
copper tokens as substitutes for gold coins. Silver and copper coins replace
gold 1n those regions of the circulation of commodities where coins pass
from hand to hand most rapidly, and are therefore worn out most quickly.
This happens where sales and purchases on a very small scale recur
unceasingly. In order to prevent these satellites from establishing
themselves permanently in the place of gold, the law determines the 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 parts of the smallest gold coin; gold
constantly enters into retail circulation, although it is just as constantly
being thrown out again by being exchanged with small change.*?

The metallic content of silver and copper tokens is arbitrarily determined
by law. In the course of circulation they wear down even more rapidly than
gold coins. Their function as coins is therefore in practice entirely
independent of their weight, i.e. it is independent of all value. In its form of
existence as coin, gold becomes completely divorced from the substance of
its value. Relatively valueless objects, therefore, such as paper notes, can
serve as coins in place of gold. This purely symbolic character of the
currency is still somewhat disguised in the case of metal tokens. In paper
money it stands out plainly. But we can see: everything 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
simple circulation of commodities. 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 function 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 certain average level. But despite
this, the mass of the circulating medium in a given country never sinks
below a certain minimum, which can be ascertained by experience. The fact
that this minimum mass continually undergoes changes in its constituent
parts, or that the pieces of gold of which it consists are constantly being
replaced by other pieces, naturally causes no change either in its amount or
in the continuity with which it flows around the sphere of circulation. It can
therefore be replaced by paper symbols. If however all the channels of
circulation were today filled with paper money to the full extent of their
capacity for absorbing money, they might the next day be over-full owing to
the fluctuations in the circulation of commodities. There would no longer be
any 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 universally discredited, it
will still represent within the world of commodities only that quantity of
gold which is fixed by its immanent laws. No greater quantity is capable of
being represented. If the quantity of paper money represents twice the
amount of gold available, then in practice £1 will be the money-name not of
1/4 of an ounce of gold, but 5/6 of an ounce. The effect is the same as if an
alteration had taken place in the function of gold as the standard of prices.



The values previously expressed by the price of £1 would now be expressed
by the price of £2.

Paper money is a symbol of gold, a symbol of money. Its relation 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 it a symbol
of value.>

Finally, one may ask why gold is capable of being replaced by 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 circulating 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 concerned, 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 replaced 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 movement 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.*® One
thing is necessary, however: the symbol of money must have its own
objective social validity. The paper acquires this by its forced currency. The



state’s compulsion can only be of any effect within that internal sphere of
circulation which is circumscribed by the boundaries of a given community,
but it 1s also only within that sphere that money is completely absorbed in
1ts function as medium of circulation, and is therefore able to receive, in the
form of paper money, a purely functional mode of existence in which it is
externally separated from its metallic substance.

3. MONEY

The commodity which functions as a measure of value and therefore 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 representative, 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 commodities, here
playing the role of use-values pure and simple.

(a) Hoarding

The continuous circular movement of the two antithetical metamorphoses
of commodities, or the repeated alternating flow of sale and purchase, is
reflected in the unceasing turnover of money, in the function it performs of
a perpetuum mobile of circulation. But as soon as the series of
metamorphoses is interrupted, as soon as sales are not supplemented by
subsequent purchases, money is immobilized. In other words, it is
transformed, as Boisguillebert says, from ‘meuble’ into ‘immeuble’,* from
coin into 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 transformed shape of the commodity, or



its gold chrysalis.’” Commodities are thus sold not in order to buy
commodities, but in order to replace their commodity-form by their money-
form. Instead of being merely a way of mediating the metabolic process
[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 expressions for superfluity or
wealth. This naive form of hoarding is perpetuated among those peoples
whose traditional mode of production, aimed at fulfilling their own
requirements, corresponds to a fixed and limited range of needs. This is true
of the Asiatics, particularly 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.>® 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’.>” 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 subject to various accidents. In order then to
be able to buy without selling, he must have sold previously without
buying. This operation, 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 the owners of gold or



silver).*” And later sales, again without subsequent 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
extension 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, commodity or not, is convertible into money. Everything
becomes saleable and purchaseable. Circulation becomes the great social
retort 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 distinctions.** But money is itself a commodity,
an external object 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 incarnation 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
does not prevent 200 ounces of gold from continuing to contain 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 representative of material wealth because it is directly convertible
into any other commodity. But at the same time every actual sum of money
is limited in amount, and therefore has only a limited efficacy as a means of
purchase. This contradiction between the quantitative limitation and the
qualitative lack of limitation of money keeps driving the hoarder back to his
Sisyphean task: accumulation. He is in the same situation as a world
conqueror, who 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 produces, the more he can sell. Work, thrift and greed are therefore
his three cardinal virtues, 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 us 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 circulation 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 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 representatives 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 commodity-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 hand, the
use of certain kinds of commodity (houses, for instance) is sold for a



definite period. Only after the lease has expired has the buyer actually
received the use-value of the commodity. He therefore buys it before he
pays for it. The seller sells an existing commodity, the buyer buys as the
mere representative of money, or rather as the representative of future
money. The seller becomes a creditor, the buyer becomes a debtor. Since the
metamorphosis of commodities, or the development of their form of value,
has undergone 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 circulation
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 looks less pleasant from the very outset,
and it is capable of a more rigid crystallization.*® However, the same
characteristics can emerge independently of the circulation of commodities.
The class struggle 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. In 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 only the reflection of an antagonism which lay
deeper, at the level of the economic conditions of existence.

Let us return to the sphere of circulation. The two equivalents,
commodities and money, have ceased to appear simultaneously at the two
poles of the process of sale. The money functions now, first as a measure of
value in the determination of the price of the commodity sold; the price
fixed by contract measures the obligation of the buyer, i.e. the sum of
money he owes at a particular time. Secondly it serves as a nominal means
of purchase. Although existing only in the promise of the buyer to pay, it
causes the commodity 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 circulation, 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 circulation
process represent the sum of the prices of the commodities whose sale gave
rise to those obligations. The quantity of money necessary 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 between 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 connection 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
independently.

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 spontaneously. 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 out, 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 payment in circulation.

There is a contradiction immanent in the function of money as the 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
circulating medium, in its merely transient form of an intermediary in the
social metabolism, but as the individual incarnation of social labour, the
independent presence of exchange-value, the universal commodity.

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
prosperity 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.>! In a crisis, the antithesis between commodities
and their value-form, money, is raised to the level of an absolute
contradiction. Hence money’s form of appearance is here also a matter of
indifference. The monetary famine remains whether payments have to be
made in gold or in credit-money, such as bank-notes.>

If we now consider the total amount of money in circulation during a
given period, we find that, for any given turnover rate of the 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 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 no longer corresponds with the mass of commodities
in circulation during a given period, such as a day. Money which represents
commodities long since withdrawn from circulation continues to circulate.
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 entirely incommensurable
magnitudes.>?

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 proportion as the system of credit itself
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.>*

When the production of commodities has attained a certain level and
extent, the function of money as means of payment begins to spread out
beyond the sphere of the circulation of commodities. It becomes the
universal material of contracts.>> Rent, taxes and so on are transformed
from payments in kind to payments 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 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,’® 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 payment 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 economic conditions of existence will be swept away.

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 reproduction, upon the natural conditions
of production, which are bound up with the alternation of the seasons. They
also regulate the dates for 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.>” From the law of the rapidity of circulation of the means of



payment, it follows that the quantity of the means of payment required for
all periodic payments, whatever their source, is in direct® proportion to the
length of the periods.>®

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
Gesellschafft], 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 full extent as the commodity whose natural form is also the directly
social form of realization of human labour in the abstract. Its mode of
existence becomes adequate to its concept.

Within the sphere of domestic circulation, there can only be one
commodity which by serving as a measure of value becomes money. On the
world market a double standard prevails, both gold and silver.””

World money serves as the universal means of payment, as the universal
means of purchase, and as the absolute social materialization of wealth as
such (universal wealth).* Its predominant function is as means of payment
in the settling of international balances. 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, lastly, world
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.%!

Just as every country needs a reserve fund for its internal circulation, 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, supplies the material for articles of luxury, and petrifies
into hoards.®

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 precious metals by the gold — and
silver-producing countries. On the other hand, gold and silver continually
flow backwards and forwards between the different national spheres of
circulation, and this movement follows the unceasing fluctuations of the
rate of exchange.®*

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.®> Whenever these hoards are
strikingly above their average level, this is, with some exceptions, an
indication of stagnation in the circulation of commaodities, i.e. of an

interruption in the flow of their metamorphoses.®¢






Part Two

THE TRANSFORMATION OF MONEY INTO
CAPITAL



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 developed 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 commodities,
1.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.

Historically speaking, capital invariably first confronts landed property in
the form of money; in the form of monetary wealth, merchants’ capital and
usurers’ capital.! However, we do not need to look 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 played out before our eyes. Even
up to the present day, all new capital, in the first instance, steps onto the
stage — 1.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 circulation. The direct form
of the circulation of commodities i1s C—M—C, the transformation of
commodities into money and the re-conversion of money into commodities:
selling in order to buy. But alongside this form we find another form, which
1s quite distinct from the first: M-C-M, the transformation of money into
commodities, and the re-conversion of commodities 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 commodity,
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 vanishes, is the exchange of money
for money, M-M. If I purchase 2,000 Ib. 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 what the two forms have in co