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Authorf s Preface

In 1948, when I first had the good fortune to see one of the then
very rare copies of Marx’s Rough Draft it was clear from the outset
that this was a work which was of fundamental importance for marx-

. ist theory. However, its unusual form and to some extent obscure

manner of expression made it far from suitable for reaching a wide
circle of readers. I therefore decided, first, to provide a ‘commentary’
on the work and, second, to make a scientific evalution of some of
the new findings which it contained. The first exercise (mainly cov-
ered by Parts II-VI) necessitated an exposition of the Rough Draft’s
most important arguments, as far as possible in Marx’s own words.
The second required detailed discussions of particular aspects, which
are to be found in the first, introductory, and seventh, concluding,

. parts of this work.

Completion of the work presented a number of difficulties. In-
habiting a city whose libraries contained only very few German, Rus-
sian or French socialist works (let alone such indispensable periodicals
as Kautsky’s Neue Zeit) I was restricted to the few books in my own
possession, and often doubted the practicability of the venture. But
this was not the only problem. The more the work advanced, the

~ clearer it became that I would only be able to touch upon the most

important and theoretically interesting problem presented by the
Rough Draft — that of the relation of Marx’s work to Hegel, in par-
ticular to the Logic — and would not be able to deal with it in any
greater depth.

Of all the problems in Marx’s economic theory the most neglec-
ted has been that of his method, both in general and, specifically, in

1The Rough Draft was printed in Berlin in 1953, by the Dietz Verlag,
under the title Grundrisse der Kritik der politischen Okonomie (Rohentwurf),
1857-1858. Until that time there were only three or four copies of the original
Moscow edition in the West. [The Grundrisse has been published in an English
edition, translated with an Introduction-by Martin Nicolaus, Harmondsworth :
Penguin 1973.]
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its relation to Hegel. Recent works contain for the most part plati-
tudes which, to echo Marx’s own words, betray the authors’ own
‘crude obsession with the material’ and total indifference to Marx’s
method.

What would one make of a psychologist who was interested only
in Freud’s results, but rejected the question of the manner in which
Freud obtained those results as being irrelevant or even ‘metaphy-
sical’? One could only shrug one’s shoulders. But this is precisely how
most present-day critics of, and ‘experts’ on, Marx judge his economic
system. Either they totally refuse to discuss his dialectical method be-
cause they are opposed to ‘metaphysics’ (such as the adherents of
‘modern theory’) — this has the advantage of avoiding a real study of
this method — or the critique is restricted to a few platitudes, better
left unsaid. This even applies to such a prominent critic as Joseph
Schumpeter.

Schumpeter writes in one of his last works that, although the
author of Capital was a neo-Hegelian, it would be a ‘mistake and an
injustice to Marx’s scientific powers . . . to make this element the
master key to the system’. Of course, ‘Marx retained his early love
during the whole of his lifetime. He enjoyed certain formal analogies
which may be found between his and Hegel’s argument. He liked to
testify to his Hegelianism and to use Hegelian terminology. But this
is all. Nowhere did he betray positive science to metaphysics.’?.

What Schumpeter says here is, of course, nothing new. As early
as 1922 Lukacs already complained about the bad habit of ‘regarding
the dialectic .as a superficial stylistic ornament . . . Even otherwise
conscientious scholars like Professor Vorldnder, for example, believed
that they could prove that Marx had “flirted” with Hegelian concepts
“in only two places” and then again in a “third” place. Yet they failed

to notice that a whole series of categories of central importance and in

constant use stem directly from Hegel’s Logic. We need only recall
the Hegelian ongm and the substantive and methodological import-
ance of what is for Marx as fundamental a distinction as the one be-
tween immediacy and mediation. If this could go unnoticed then it
must be just as true even today that Hegel is still treated as a “dead
dog”, and this despite the fact that he has once again become persona
grata and even fashionable in the universities. What would Professor
Vorlander say if a historian of philosophy contrived not to notice in

the works of a successor of Kant, however critical and original, that .

2 JLA.Schumpeter, Capitalism, Socialism and Democracy, London:
Unwin 1966, pp. 9-10.
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the “synthetic unity of apperception”, to take but one instance, was
derived from the Critique of Pure Reason.’®

It is clear that the four decades which have passed since the pub-
lication of Lukacs’s pioneering study have brought no change. Admit-
tedly, Schumpeter was not a professor of philosophy, as Vorlidnder
was, and as an economic specialist was not, perhaps, obliged to read
Lukacs’s book (or, let us say, Lenin’s Philosophical Testament which
contains more or less the same). However he should not have simply
passed over Marx himself. For example, the following well-known
passage comes from Marx’s own correspondence.

‘T am getting some nice developments, e.g. I have overthrown
the entire doctrine of profit as previously conceived. In the method of
working it was of great service to me that by mere accident I leafed
through Hegel’s Logic again.*

Does this really sound like mere ‘formal analogies’ or the simple
use of Hegelian ‘phraseology’? Shouldn’t we rather conclude that
even the most serious and professorial critics of Marx are guilty of a
somewhat superficial approach ?°

Marx’s Rough Draft will put an end to this superficiality, If
Hegel’s influence on Marx’s Capital can be seen explicitly only in a
few footnotes, the Rough Draft must be designated as a massive refer-
ence to Hegel, in particular to his Logic - irrespective of how radically
and materialistically Hegel was inverted! The publication of the
Grundrisse means that academic critics of Marx will no longer be
.~able to write without first having studied his method and its relation

to Hegel. And whilst the Rough Draft does present a formidable task |

for both the opponents and supporters of marxism, its publication will

8 G.Lukacs, History and Class Consciousness, London: Merlin 1971,
xliv. What Lukacs says also applies to marxist theory in the period of the
Second International. For example, O.Bauer answers the question ‘What con-
nects the mature Marx with Hegel?’ in 1911 in the following way. It is ‘the
epistemological reflection on the essence of science, which is not a mere re-
flection of events, but rather “a product of the thinking head which appro-
priates the world in the only way it can” [a quote from Marx’s Introduction
to the Grundrisse], that is a piece of Kant, implanted in Hegel — developed by
Marx, without Kant’s knowledge, in Hegel’s language, but free from the
ontological re-interpretation of Kant by Hegel.’ (Der Kampf VI, pp.189-190).

4 Marx-Engels Werke (MEW ) Vol.29, p.260.

6 This fact was perfectly clear to Marx’s philosophically educated con-
temporaries. Thus, Lassalle compared Marx’s A Contribution to the Critique

of Political Economy with Hegel’s Phenomenology and praised Marx as a

‘Ricardo become socialist, and a Hegel become economist’. However, Engels

[

regarded the ‘German dialectical method’, which underlay Marx’s economic *

system, ‘as a result which was of less significance than the materialist inter-
pretation’.
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in the final analysis raise the general level of economic writing on

Marx.® g

In conclusion, a few words about the author. I am, by profession,

neither an economist nor a philosopher. I would not have dared to~
write a commentary on the Rough Draft if a school of marxist theo-
reticians still existed today — as it did in the first thirty years of this
century — which would have been better equipped to carry out this
task. However, the last generation of notable marxist theoreticians for

the most part fell victim to Hitler’s and Stalin’s terror, which inter- .
rupted the further development of the body of marxist ideas for * |
several decades. Given these circumstances I feel obliged to offer this

work to the reading public — as defective and incomplete as it might

be'~ in the hope that a new generation will follow for whom, once

more, Marx’s theory will be a living source both of knowledge and
the political practice which this knowledge directs.
March 1967

8 Unfortunately the author was far too optimistic in this respect (this
Foreword was completed in 1955) . . . For, although Marx’s Grundrisse has
been in print for fourteen years it has passed almost unnoticed. The single,
pleasing, exception is the work devoted to the Grundrisse by the Japanese
scholar Kojiro Takagi. We should also cite Der Begriff der Natur in der Lehre
von -Marx, by Alfred Schmidt 1962. [An English translation by Ben Fowkes
was published under the title The Concept of Nature in Marx, London: New
Left Books 1971.] This work attaches great importance to the Grundrisse as a
means of understanding the ‘mature Marx’.

|
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Translator’s Note

The Making of Marx’s ‘Capital’ was not an easy work to trans-
late. Not only was the translator confronted with the usual prob-
lems of giving a correct rendering of -German philosophical and
economic terms into English, but also with Rosdolsky’s own some-
what- inaccessible style. In general, a uniform translation of - key
concepts is provided, with some notable exceptions. The word
aufheben for example, is rendered as suspend, transcend, annul
and abolish - dependmg on the needs of the overall context. This
seemed a superior method to that of offering one rigid ‘correct’
translation, which, as can be seen in the current English edition of
the Grundrisse, gives rise to some awkward and obscure meanings.
The same applies to the concept Bestimmung, which is normally
translated as ‘character’ or ‘determination’, except in the chapter
on money, where it is given as ‘function’.

Where poss1ble references have been given to an Enghsh
edition, although in some cases the translation may not accord one\
hundred per cent with the English reference cited: this applies in the '
case of Capital Volumes II and III, and the Grundrisse, where
certain concepts have been retranslated, or originally awkward or
. archaic formulations eliminated. For example, the German Ver-
wertung has been generally changed from the original ‘self-expan-
sion of value’ (Capital Vols. II and III) and ‘realisation’ (Grund-
risse) to ‘valorisation’. Because of the superiority of the recently
published Penguin edition of Capital Volume I, translated by Ben
Fowkes, references for Volume I of Capital are given to this edition.
For those readers who still use the Lawrence and Wishart edition
references are given in brackets after the Penguin reference. Thus,
Capital T p.781 (62g). In addition a number of references to the
MEGA were translated independently, before the appearance of
any of the volumes of the Marx-Engels Collected Works. Page refer-
ences to the latter were added later. Certain abbreviations are also
employed, derived in part from Rosdolsky’s own. For example,
T heories of Surplus-Value is shortened to T heories, Contribution to
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the Critique of Political Economy to Contribution ‘etc. Such abbre-
viations are clarified in the relevant first reference or footnote to the
works in question, and on the following page.

The English Grundrisse is not a complete translation of the

i entire contents a the Dietz Verlag Grundrisse : one notable text,

the Urfexi: “Zur Kritik’, the orlgmal draft of the Contribution to the
Critique of Political Economy, is left, as yet untranslated : refer-
ences to this text are therefore references to the original German
version, contained in the Dietz Verlag edition. This is made clear
at the appropriate points.

" TItalicisation in the text follows Rosdolsky’s emphasis, not any
italicisation which may be present in the original works cited.

I would like to thank Ben Fowkes for his help in checking the.

translation and elucidating a number of textual and conceptual
points. And to PT for much support during a long job.

Pete Burgess

By | kel e oaiimiana
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PARTONE = .

Introa’uction

1.
The Origins of the Rough Draft

The manuscript which this book deals with has a long prehistory.
As Marx pointed out in a letter to Lassalle,? it was the fruit of fifteen
years of study, during the course of which he set about the problems
of political economy from constantly renewed perspectives, and in
doing so created the basis of his own system of political economy. We
should therefore begin by clarifying the stages by which Marx’s work
grew to maturity.

Marx’s wide-ranging critique of politics and political economy,

~which dates from the years between 1844 and 1846, was the first of

these stages.® Unfortunately, only fragments of ‘this work remain,
They were published in the Marx-Engels Gesamtausgabe as the Econ-

as a philosopher, seeking to apply his recently acquired ‘humanist’ ~
or more correctly ‘materialist’ — interpretation of history in the cruci-
ally important field of ‘social economy’. He therefore often simply
takes over the traditional economic categories in order to demonstrate

1 Selected Correspondence, Moscow : Progress Publishers 1975, pp.g6-97.
2 See K.Marx, Chronik seines Lebens, henceforth referred to as Chronik,
Pp-22-23, 25-26, 30, 32, 35, 37 and also MEW Vol.27, pp.16, 23, 25, 78,

3 London: Lawrence and Wishart 1970. First published in the Marx-
Engels Gesamtausgabe (MEGA) Abteilung 1 Vol.3, Berlin 1932.

omic and Philosophical Manuscripts® Marx appears here primarily
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the ‘reified’ nature, alien to humanity, of both the prevailing social
order, and the science of economics which reflects its development.
In fact, from a properly economic standpoint, despite the genius of
this work, it remains a mere sketch, a general framework which was
to be filled out by the unremitting research work of the next two
decades.*

The next stage may be regarded as the period of Marx’s pamph-
let against Proudhon (The Poverty of Philosophy), together with the
Communist Manifesto, which he wrote with Engels, and the lectures
published as Wage-Labour and Capital. Here Marx already reveals
himself to be a completely independent economic thinker, fully cons-

“cious both of his close relation to the classical school, and his deep

" opposition to it. Admittedly, in some particular areas he had not yet
made a final reckoning with some of Ricardo’s ideas, which he later
recognised as incorrect or one-sided; for example, in the theory of
money, and the theory of ground-rent.® He had also not yet worked
out his own theory of profit. However, by 1848, ‘his theory of surplus-

“value, the cornerstone of his economic system, was established in its
fundamentals’® and it only remained to work out the details of the
theory, a process which we can study in detail in the Rough Draft.

Marx’s economic studies were interrupted by the revolution of
1848-49. He did not take them up again until his exile in London in
the summer of 1850, and then for what were, in the main, political
motives. He feltit necessary to investigate to what extent both the out-
break and the defeat of the revolution had been determined by econ-
omic factors, in keeping with the materialist conception of history
which he had discovered earlier. With this aim in mind Marx studied
the concrete economic history of the years 1848-50,7 using mainly the
London Economist, and concluded that, ‘just as the world trade crisis
of 1847 was the real mother of the February and March revolution, so
too the animating force in the newly strengthened European reaction
was the industrial prosperity which gradually set in again in the
middle of 1848, and came to full bloom in 1849 and 1850.” However,
as early as September 1850, in response to the urgings of his ‘Party

¢ The Manuscripts have had many enthusiastic commentators. We share
this enthusiasm too, although we cannot help feeling that much of what seems
to be surprising in them could also have been found in Capital, if it had been
read correctly. That this remained unnoticed must be attributed to the
traditional purely ‘economistic’ interpretation of Marx’s principal work.

5 Cf. The Poverty of Philosophy, New York: International Publishers
1963, pp.87-88, p.154f.

8 Grundrisse, German edition, VII, (Editor’s Preface).

7 Chronik, p.92.



Origins of the “Rough Draft’

comrades® Marx restarted work on his ‘Economics’. This initially
consisted in the making of numerous excerpts from works on political
economy, which he now read in English, rather than French.® (It is
also possible that Marx’s ‘pedagogic’ activity, the lectures on political
economy which he gave at home for his close friends,'® may have
given him the incentive to take up his theoretical studies again.) At
any rate, his work proceeded so well that by May or June of 1851 he
already thought that he could start writing out the work itself.*!
Unfortunately we cannot say whether he succeeded in produc-
ing a manuscript, as nothing of this nature was found in Marx’s
literary estate, according to Ryazanov’s testimony.!? All that we know
is that Marx negotiated with several publishers without success, and
that he sent an outline of the work (now lost) to the journalist H.
Ebner, a friend of Freiligrath, with this in mind.*® This does not
prove that Marx actually began the final drafting of the manuscript;
it is more likely that he ‘confined himself to completing an outline and
preparing the material, so that he could get to grips with the drafting
of the work after signing the contract’.** However, this view is contra-
dicted by certain references to be found in the Marx-Engels corres-
pondence of that period. For example, on 14 August 1851 Marx tried
to get his friend to help out with articles for the New York Tribune
because ‘he had his hands full with the “Economics” ’.*® This point
appears even more clearly in a letter of 13 October of the same year.

8 Letter of the Cologne League of Communists, 14 September 1850.

9 Marx took excerpts from no less than 52 economists between September
1850 and October 1851. Cf. Grundrisse, German edn. p.766.

10 Chronik, pp.8o, 84, go. (Cf. Liebknecht’s Erinnerungen an Marx in
Ausgewdhlte Schriften, Vol.I; 1934, pp.109-10.) It can be assumed that these
lectures were a continuation of those which were held in Brussels on ‘Wage-
Labour and Capital’. The short summary in the first issue of the Neue
Rheinische Zeitung Revue (Jan.-Feb. 1850), would support this (‘What is
bourgeois property? I. Capital. II. Landed property").

11 Cf. Marx to Engels, 2 April 1851. ‘I am so far advanced that I shall
be finished with the whole of the economic shit in five weeks. And when that’s
done T’ll draft the economics at home and throw myself into another science
in the Museum. It’s beginning to bore me. At bottom this science has made no
progress since A.Smith and D.Ricardo, however much may have happened in
investigations into particular topics, which are often of extreme intricacy.’
(MEW Vol.27, p.218.)

12 Ryazanov, ‘Siebzig Jahre “Zur Kritik der politischen Okonomie”’
Griinbergs Archiv, Band 15, 1930, pp.5, 8-9.

13 ibid. Pp.4-5. (As we know from the files of the Haus-, Hof- und

Staatsarchiv in Vienna, Ebner was, at that time, an agent of the Austrlan
government.)

14 ibid. p.8.
16 MEW Vol.27, p.314.



4 » The Making of Marx’s ‘Capital’

There Marx writes to Engels : ‘By the way, you must let me know
what your views on Proudhon are. They interest me all the more now,
as I'm occupied with the composition of the “Economics” ’.*¢ Accord-
ingly, Engels advised Marx to inform Ldwenthal, the Frankfurt
publisher who had objected to Marx’s way of arranging the work,
that ‘it would be impossible to throw aside your entire plan; that
you’ve already begun to draft the Kritik,'” etc.”*® Finally Marx wrote ~ *
to Engels, on 13 February 1855, immediately after the collapse of all
the publication plans, saying ‘I’ve contracted an eye-complaint as a
result of reading through my own note-books on economics, if not to
draft the thing, at least to master the material and have it ready for
working through.’?® From all this one could conclude that a final
preparation of a draft of the planned ‘Economics’ was at least begun.
'‘What actually happened to this manuscript, however, and why it
failed to survive are questions which will probably never be answered.
As far as the content and construction of the proposed work are
concerned, we are thrown back on the meagre information in Engels’s
letter of 27 February, which we have already cited, and the preceding
letter from Marx of 24 November 1851. Both letters show that Marx
‘abandoned his earlier intention to include a Critique of Politics in the
work,?® as he wanted to confine himself more to a ‘final settling of
accounts’ with previous political economy and the systems constructed
by the.socialists. Accordingly, the entire work was planned to consist
of three volumes. The first was to have contained the critique of tradi-
{tional economic categories,?! the second, the critique of the socialists,
and the third the history of economics itself.22 Had Marx begyn the
work with the section on the history of economic doctrines, as
Léwenthal wanted, he would have had to ‘throw aside’ this very
plan.?® Naturally, Marx could not approve such a change in the out-
line; on the other hand his financial situation was so desperate that he

18ibid. p.359.

17 See next paragraph.

18 MEW Vol.27, p.373.

19 MEW Vol.28, p.434.

20 See the beginning of this chapter. This already constitutes a modifi-
cation of Marx’s earliest outlines which, besides political economy and politics,
also included a critique of law, morals and above all, philosophy (see Marx’s
own Preface to the Economic and Philosophical Manuscripts).

21 The ‘Critique of Economics’ should be understood here as Marx out-
lined it to Lassalle eight years later: ‘It is a presentation of the system and
simultaneously through this presentation of it, a criticism of it. (Selected
Correspondence, p.96.)

22 Cf, Chronik, p.114.

28 Ryazanov’s misleading remarks should be corrected in this light.
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could not break off negotiations for this reason alone. Engels there-

- fore advised him to agree to Lowenthal’s suggestion, if it became
absolutely necessary, with the proviso that Lowenthal would have to
commit himself to two volumes of the history of economic doctrines,
instead of one, since in such a situation numerous ‘anticipations of
the criticism’ would be inevitable. ‘After thiswould come the socialists
as the third volume and, as the fourth — (the Critique), that is what
would remain from the whole - the renowned “positive”, what you
“really” want. The matter does have its problems in this form, but it
has the advantage that the much sought after secret is not revealed
until the end, only after the curiosity of the citizen has been pent up
for three volumes, thus revealing to him that one is not dealing in
patent medicines.’ In addition, ‘it would be best’, in the then prevail-
ing political situation, ‘to begin with the most harmless section — the
History’.2*

Some light is thrown on the studies whlch Marx pursued in
1850-51, and the progress he had made as an economist since 1847,
by letters in which he and Engels discuss questions of politica.l econ-
omy — above all, the extremely mterestmg exchange of opinions in
January 1851 on Ricardo’s theory of rent.*® Here Marx already | ,
presents his basic ob_]ectlons to Ricardo’s explanation of rent, which
we later encounter in the Theories of Surplus-Value and in Volume
III of Capital. Engels found these objections so devastating that he
jokingly replied, “There is no doubt that your solution is the right
one, and that you have acquired a new claim to the title of the econ-
omist of ground-rent. If there were any right and justice left in the
world the earth’s total ground-rent should now be yours for at least
a year, and even that would be the least to which you are entitled.’
He added, ‘If an article by you on ground-rent could be published in
a:translation in an English review it would attract enormous atten-
tion . . . This is one more reason' why you should hasten to complete
and pubhsh the “Economics”.’?¢

Of equal importance in this context is Marx’s letter oni § Feb-
ruary 1851, in which he communicates his critique of ‘Currency
theory’ to Engels, and where we can see how he-also differs from\
Ricardo on the theory of money. =

Of particular interest is the detailed discussion in the corres-
pondence over Proudhon’sbook (T he General Idea of the Revolution

24 MEW Vol.27, p.373-

28 Selected Correspondence ed. Dona Torr, London Martin Lawrence
1934, PP-27, 132.
4 28 ibid. p.32.
'g 27 M EW Vol.27, pp:173-77 -and (Engels s reply) 200-201.
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in the Nineteenth Century), published in 185%, as Marx produced a
large pamphlet on it, which: he offered to several publishers, again
without success.?® Like several of his early works, the manuscript of
this pamphlet. has been lost. We know only that this text was, for
some time, in the hands of a close acquaintance of Marx, Wilhelm
Pieper, who promised to offer it to German publishers during his tour
there in 1851,%° and further, that Marx wanted to publish the same
text in the form of a series of articles under the title Newest Revela-
tions of Socialism or the General Idea of Revolutionin the Nineteenth
Century by P.]. Proudhon. 4 Critique by Karl Marx, in Revolution,
published by Weydemeyer in New York.*® However, a previously un-
published manuscript was found among Marx’s papers, which is
mentioned in the editorial comments to the Grundrisse,®* and bears
the title The Completed Money System (Das vollendete Geldsystem).
This may well be a fragment of the pamphlet against Proudhon.
However, whether this is so or not, the detailed discussion in the
Correspondence® is certainly a substitute for the lost pamphlet. In
addition, we see from the Chronik that Marx submitted a treatise,
Modern Literature on Political Economy in England from 1830 to
1852, to the publisher Brockhaus in August 1852, in which he pro-
posed to discuss the following subjects,®® 1) ‘the general works’ and 2)
the ‘special writings’ on ‘population, colonies, the bank gquestion,
protective tariffs and freedom of trade etc.’ Since Brockhaus turned
it down it almost certainly remained as a mere outline.
From the summer of 1852 until the auturnn of 1856 Marx’s
work on the Critique of Political Economy was interrupted by his
[ professional work as a Joumallst This did not of course mean that
' the research which he engaged in for this purpose had no significance
for his work in political economy. On the contrary; Marx had to-
make himself familiar with practical detalls, since many of his reports-
dealt with ‘noteworthy economic events in England and on the
Continent’. Although these lay ‘strictly speaking outside the sphere
of political economy’,** they did prove useful to him later. We need
only refer to his numerous articles on-economic conditions, on ques-
tions of trade policy, on the English working-class movement and

28 Chronik, pp.110-11 and MEW Vol.28, pp.312, 358-59.

20 MEW Vol.28, pp-369, 383.

30 Chronik, p.116.

81 Grundrisse, German edn. p.g87.

32 MEW Vol.28, pp.296-304, 306, 308-11, 312-15, 317-18,

% Chronik, p.126.

3% 4 Contribution to the Critique of Political Economy, London:
Lawrence & Wishart 1971, p.23, (Hereafter referred s as Coniéribution.)
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strikes. Moreover, his reporting on Irish and Scottish agrarian con-
.ditions, and on English policy in India, proved to be extremely useful
in this respect, as they provided the stimulus for a very thorough
study of the ‘Asiatic forms of production’ and.the remnants of
agrarian communism in Europe and Asia. As a consequence, the
sections on economic history in his work on political economy under-
went a significant deepening and enrichment.2®

So much, then, on the actual prehistory of the Rough Draft of :
1857-58. How the Rough Draft itself arose, and how the first part of |
it came to be published, after a thorough re-working, under the title
A Contribution to the Critique of Political Economy at the beginning ‘,
of 1859, is dealt with in such detail in the article by Ryazanov and in !
the Editor’s Foreword to the Grundrisse®® that we shall confine our-
selves to the most essential points here. »

Characteristically, it was the outbreak of the economic crisis of
1857 which was responsible both for the immediate decision to write
the Rough Draft, and the feverish hurry with which this was done.
(The entire work, almost 50 proof-sheets, was completed in nine
months, between July 1857 and March 1858.)*” The economic ctisis |
filled the “Two-man Party’ — as Engels’s biographer, Mayer, named |
the two friends — with high hopes,*® and it was therefore only natural |
that Marx wanted to commit at least the fundamentals of his econ-
omic theory to paper ‘before the deluge’,*® that is, before the begin-
ning of the expected European revolution. Of course, his revolution-
ary prognosis was based on an illusion; but such illusions have often

1

35 It would certainly be rewarding to make a closer comparison of the
topics in economic history which Marx dealt with on the one hand in the New
York Tribune, and on the other in Capital.

36 Grundrisse, German edn. pp.VII-XIV.,

37 See the editorial notes on pp.VII-VIIL, 4, 150 and 842 of the German
edition of the Grundrisse. The inaccurate information on pp.162-78 of the
Chronik should be corrected in this light.

- 88 It suffices here to cite a few characteristic passages from the Marx- -
Engels correspondence. ‘Despite being deep in financial distress myself,’ wrote
Marx, ‘I haven’t felt so cosy since 1849, owing to this outbreak.” And Engels °
replied on 15 November 1857. ‘The general aspect of the Stock Market’
(which Engels visited through his work) ‘has been highly amusing in the last
. few weeks. The fellows are absolutely furious over my attack of peculiarly good
1‘ spirits. Indeed the stock exchange is the only place where my present dullness
| turns into elasticity and bouncing. Naturally, I prophesy the worst at the same
time; that makes the asses twice as enraged.” (MEW Vol.2g, pp. 207, 210.)

89 {bid. p.225: ‘I’'m working like-a madman right through the night,
gathering my economic studies together so that I’ll at least have the outlines |

(Grundrisse)) - hence the title glven to the Rough Draft ~ ‘clear before the !
deluge’. - o
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proved themselves to be fruitful! So too in this case. Marx wrate \}A
Engels on 18 December 1857, ‘I’m working colossally — usually until
4 aum. My task is twofold; 1) to work out the fundamentals of the
economics . . . 2) the present crisis. On that, apart from the articles
in'the Tribune I’'m simply keeping a record, which, however, takes
up a lot of time. I think that we’ll do a pamphlet together in the
spring on history, by way of reintroducing ourselves to the German
public - to say that we're still there and haven’t changed, “always
the same”. I’'ve sketched out three big books — England, Germany,
France . .. all the material on America is in the Tribune. It can be
put together later.#® This project too remained a mere outline, if we
disregard the detailed notes for the chapter on France (in Marx’s
letter to Engels of 25 December -1857)** and the numerous articles
devoted to the financial and commiercial crises published in the New
York Tribune.*> The extent to which Marx’s intensive concern with
the symptoms of the 1857-58 crisis had sharpened his theoretical
gaze can be seen from the brilliant excursus in the Rough Draft on
the realisation problem and on crisis.** To this extent we are richly
compensated for the fact that the intended pamphlet never appeared.

Just as apparent as his hope fora ‘year if disruption in 1858’,**is
the other motive which impelled Marx to work on the Rough Draft;
namely, his desire to deal with the ‘false brothers’ of the socialist
workers’ movement, the Proudhonists. It was certainly no accident
that the Rough Draft began with a devastating polemic against the

Proudhonist, Darimon, and the so-called Labour-Money system, and "

that also the refutation of Proudhonism occupies considerable space
in the remainder of the text. As we know from his correspondence,
Marx himself regarded this as one of the most crucial scientific results-
of the first part of his work (i.e. the book entitled 4 Contribution ¢o
the Critique of Political Economy.)*® As the specifically Proudhonist
variety of socialism is of very little importance today Marx appears

40 ibid. p.232.

41 {bid. pp.236-40.

42 See Chronik, pp.164-65.

43 See Chapter 21 of this work.

4 MEW Vol.29, p.245.

46 Thus he wrote to Weydemeyer on 1 February 1859: ‘These two
Chapters wxll also destroy the foundation of the Proudhomst socxahsm, now .

Lt to organise the exchange of private products; which wants commodities but
* not ‘moniey. Communism must first of all get rid of this “false brother”’.

(Selected Correspondence, p.106.) And similarly in Marx’s letter, 22 July 1859,
to Engels: ‘In case you write anything about it [i.e. about the Contribution],
‘you must not forget, 1) that Proudhonism is destroyed in it, at the roots, and
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to have placed a ‘disproportionate’ emphasis on this particular
aspect. o A
In our opinion the theoretical destruction of Proudhonism fades
far into the background in the face of the second result stressed by
Marx; namely, that his analysis of the commodity and of money
exposed ‘the specifically social and in no way absolute character of
bourgeois production’. However, we should not overlook the fact
that, in this case too, theory was fertilised by practice, and that the
confrontation with Proudhonism contributed very substantially to

- the development of Marx’s theory of money. But this is a perspective

which we shall have to reserve for the section devoted to this theory.

2) that the specifically social and by no means absolute character of bourgeois

production is analysed there as already present in the very simplest form, that
of the commodity.” (MEW Vol.29, p.463.)



2.
The Structure of Marx’s Work

1. THE ORIGINAL OUTLINE AND ITS CHANGES

It is known that Marx had two outlines which he wanted to use
as the basis for his principal work; the first dates from 1857, and the
second from 1866 (or 1865).* Between the two lay a a nine-year period
of experimentation and con#inual searching for a form of presentation
which would be adequate to the material. At the same time a pro-
gressive narrowing down of the original outline occurred, which
corresponded, however, with an expansion of the part which
remained.

In the 1857 outline the complete work was divided into six
‘Books’ (called also ‘Sections’ and ‘Chapters’.?) The first of these was
to have dealt with capital, the second with landed property, the third
with wage-labour, the fourth with the state, the fifth with foreign
trade and the sixth with the world market and crises. Marx wanted
to preface the whole work with an ‘Introduction’, in which the ‘uni-
veral, shtract characteristcs, Which obtain_fn o Uf lead all
Societies wo e discussed.* However, by the turn 61 1858 he had
already decided to dispense with this Introduction as it seemed to
him that ‘any anticipation of yet-to-be proved results would be a
distraction’,®

1 We move the date of the production of the second outline to 1865 be-
cause the structure of the work in Marx’s letter to Engels of 31 July 1865 cor-
responds exactly to the structure in his letter to Kugelmann of 13 October 1866.

2S8ee Grundrisse pp.287-88 (‘section on wages’), p.530 (‘section on
international intercourse’) and p.227, where all six divisions of the work are
referred to as ‘sections’.

3 ‘Chapter or Capital’ (Contribution, p.19); ‘Chapter on Wage-Labour’
Grundrisse, p-399, 817 (latter in the German edition); MEW Vol.29, p-337.
‘Chapter on Wages’, Grundrisse, p.336; Theories I, p.4oq4 and Theories 111
p.312.

4 See the ‘torso’ of this Introduction in Grundrisse, pp.81-111. It should
be noted here that in the text of the Rough Draft itself several references can
be found to the quoted Introduction and the themes dealt with there. ibid.
pp-298, 320, 362.

8 Contribution, p.19. In fact such an Introduction is mentioned again in
Marx’s proposal of 1863.
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According to the original outline the last three of the six books
of the work (on the state, foreign trade and the world market) were
only to have been sketched out, confined — as Marx said ~ to ‘the
broad outlines’.® Nevertheless, one of these books is the subject of a
letter to Kugelmann, written on 28 December 1862, proof that at
that time they had not yet been finally excluded from the plan of the
complete work.” However, this must have taken place soon after-
wards, as Marx’s 1864-65 manuscript (which Engels used as the basis
for Volume III of Capital) makes no mention of these books and
merely allots them — or at least one of them, on the world market -
to an ‘eventual continuation’ of the work.® And so one restriction of
the original plan had already been decided by then.

The second restriction concerns Books II and III, which were
to have dealt with landed property and wage-labour. It is impossible
to say precisely when Marx finally dispensed with these books. Even
Marx’s proposals for the first and third sections of the book on capital,
which date from January 1863 and were published by Kautsky,
provide no conclusive answer. However, the basic themes of the
books on landed property and wage-labour were incorporated in the
manuscripts of Volumes I and III of the final work, which took shape
between 1864 and 1866. In this way the six books which were origin-
ally planned were réduced to one — the Book on Capital.

Let us how turn to the expansiori of the book which remained. It
is clear that a great deal of material from the déleted books, especi-
ally IT and IIT, must have beeri transferred to the first, insofar as

. they contained ‘the basic and properly economic, development’.®
But not only that. According to the original outline the book on
capital was also divided into four sections, which were supposed to
deal with, a) ‘capital in general’; b) competition, c) credit and finally

- d) share-capital. Accordingly; thé fifst two versions of the work, that
is, the Rough Draft and the second manuscript of 1861-63, were also
confined in essence to the analysis of ‘capital in general’.?® In writing

® Marx to Lassalle, 11 March 1858 (MEW Vol.29, p.554).

7 Marx says in this 1éttéF 61 thé subjéct of hi$ second lafge manuscript,
which he was working on at that time,; and which he had thought of publishing
under the changed tltle, Capital, a Contribution to the Critique of Political
Economy: ‘It is the quintessence . . . and the development of the following
(with the exception of the relation of the different forms of the state to the
différent ecbheonlic structiirés of sociéty) could be easily carried out by others
on the basis of what has been provided.” (MEW Vol.30, p.639.)

8 Capital III, p.110. _ ‘

8 8eé the letter t6 Lassalle of 11 March 1858.

10 The extraordinary importance of this concept in Marx’s methodology
is shown later in Section IV/B. of this Chapter.
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to Kugelmann on the subject of this second manuscript in a letter of
28 December 1862, Marx stated, ‘It comprises in fact only what was |
supposed to have formed the third chapter of the first section,*
namely “capital in general”. Thus, competition between capitals,
and the credit system are not included.” However, just one month
later Marx drafted the proposal for ‘Section Three’, mentioned
above, thereby breaking radically with his previous method of sub-
dividing the book on capital. Consequently, in the course of the next
two years he dropped his intention of presenting competition and
share-capital separately, but the first section of the first book, dealing
with ‘capital in general’ was progressively enlarged to take care of
this. The essential part of the deleted sections b), c) and d) could now
be introduced into the last of the three ‘Books’ (as envisaged in the
new outline), which were to have dealt with (I) the production process
of capital, (II) circulation process, and (III) the structure of the
process of capitalist production as a whole.'* With this, then, Capital
acquired its final form.

II. WHEN, AND TO WHAT EXTENT,
WAS THE FIRST OUTLINE ABANDONED?

We now want to illustrate what we have said about the develop-
ment of the various versions of Capital (Rough Draft; Theories;
Capital). The two outlines are cited here again for ease of reference.

The 1857 plan envisaged the following structure for the work :

I. THE BOOK ON CAPITAL
a) Capital in general
1. Production process of capital.
2. Circulation process of capital.
3. Profit and interest.
b) Section on Competition
c) Section on the Credit System
d) Section on Share-Capital
II. THE BOOK ON LANDED PROPERTY
ITII. THE BOOK ON WAGE-LABOUR
IV. THE BOOK ON THE STATE
V. THE BOOK ON FOREIGN TRADE
VI. THE BOOK ON THE WORLD MARKET AND CRISES

11 The first two chapters can be found in the Contribution under the
titles ‘Money’ and ‘Commodity’.
12 MEW Vol.31, p.534.
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On the other hand, the work was divided in the following way in the
1866 (1865) outline :

BOOKI PRODUCTION PROCESS OF CAPITAL

—BOOKII CIRCULATION PROCESS OF CAPITAL
BOOK IIT FORMS OF THE PROCESS AS A WHOLE
BOOK IV THE HISTORY OF THEORY

¥ Let us now examine the individual manuscripts for Capital. We
shall begin with the Rough Draft. At first glance the structure of this
work seems to coincide with that of Capital. The production process
of capital is examined first,!® the second section deals with the circula-
" tion process and the tlurd concludes with the analysis of profit, the
rate of profit and interest. However, this first glance is very deceptive
since, in contrast to the later work, the Rough Draft is basically con-
fined to the analysis of ‘capital in general’, and thus consciously
disregards many problems which were not dealt with thoroughly
until Capital itself. Thus, all (or nearly all) the subjects which Marx
later developed in the first volume of Capital in Chapters 10, 1-7;;
14, 1-5; 15, 3-10; 17-21; 24, 2-5; 25, 5, a-f; parts of 26 and 27, are
absent from the section of the Rough Draft devoted to the production
process. That is, not only the topics which were only hinted at in the
Rough Draft; namely the division of labour, co-operation, primitive
accumulation, and the theory of colonisation (aspects where Capital
simply filled in the framework already sketched out in the Rough
Draft); but also everything which relates to wages and their forms,
to the working day, the exploitative practices of capital, and labour
legislation ; precisely those themes which, in our opinion, would have
come under the scope of the specific Book on Wage-Labour. The
difference between the section which follows in the Rough Draft
“and Volume II of Capital appears even greater, because the only
material to be found there is that which corresponds approximately
to Chapters 5 and 7-15 of the second volume. So, not only is the
analysis of the circulation of money-capital, productive capital and
commodity-capital missing here, but also any basic examination of
the reproduction and circulation of aggregate social capital (Part ITI
of Volume II). Nevertheless, the presentation in Volume II can be
regarded as an elaboration of those lines of thought which had already
been touched upon and which were present in embryonic form in the

18 We disregard here the ‘Chapter on Money’, to which Part I of Volume
I of Capital corresponds.
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Rough Draft.** The presentation in Volume II does not essentially go ;
beyond the framework which was originally assigned to the analysis !
of the circulation process. Things are very different, however, if we
compare the abridged version of the last section of the Rough Draft
with Volume III of Capital. This touches on the same problems as
Sections I-III of the later work. However, they are only looked at, so 3
to speak, on the margin in the Rough Draft; that is, as they appear 1
from the standpoint of ‘capital in general’ with competition excluded.
In other words, the Rough Draft should have been ended here if it
were to remain faithful to the original outline. This explains thhhy t?'xe
last section is so short and why those topics which constitute n-
tents of Sections IV-V of Volume III of Capital were deliberately ex-
cluded; i.e. on the one hand merchant capital and the credit system,
and on the other, ground-rent. For these were problems which, :
according to the 1857 outline, should first have been dealt with in
later sections of the Book on Capital, and in the second book of
the work which was to have dealt with landed property. ]

We can see, then, that the Rough Draft does not fundamentally i
go beyond points I, a) 1-3 of the plan set out on p. 12 - its structure
corresponds exactly to Marx’s original outline. However, how does ‘
the Rough Draft compare with the second Capital manuscrlpt of -
1861-63°? |

As very important parts of this manuscript are still unpub- |
lished’® we have to turn, in the main, to the proposals for the first ; :
and third sections of the Book on Capital of 1863, which were pub-
lished by Kautsky.® ?

The first section, ‘production process of capital to be divided as :
follows :

s

‘1. Introduction. Commodity. Money.

2. Transformation of money into capital.

3. Absolute surplus-value. a) labour process and valorisation-process.
b) constant capital and variable capital. c) absolute surplus-value.
d) struggle for the normal working day. €) simultaneous working
days (number of workers employed at the same time). Amount
of surplus-value and the rate of surplus-value (size and height ?)

14 The first ‘schemes of reproduction’ were already set out in the Rough
Draft for example. Cf. Chapter 21 below.

15 As is known, Kautsky confined himself to the publication of that part
of the manuscript dealing with ‘Theories of Surplus-Value’. However, one
can conclude from remarks by Engels and Kautsky that the remainder would
fill a volume of over 1,000 pages.

18 We cite both outlines from Part I of the Theories, pp.414-16.
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4. Relative surplus-value, a) simple co-operation. b) division of
labour. c) machinery etc.

5. Combination of absolute and relative surplus-value. Relations
(proportion) between wage-labour and surplus-value. Formal
and real subsumption of labour under capital. Productivity of
capital. Productive and unproductive labour.

6. Re-conversion of surplus-value into capital. Primitive accum-
ulation. Wakefield’s theory of colonies.

7. Result of the production process (the change in the appearance
of the law of appropriation can be described under either 6 or 7).

8. Theories of surplus-value.

9. Theories of productive and unproductive labour.’ .

And the second proposal :
“The third section “Capital and Profit” to be divided as follows:

1. Transformation of surplus-value into profit. The rate of profit as
distinct from the rate of surplus-value.

2. Transformation of profit into average profit. Establishment of
the general rate of profit. Transformation of values into prices
of production.

3. A.Smith’s and Ricardo’s theories on profit and prices of pro-
duction.

4. Ground-rent (illustration of the difference between value and
price of production).

5. History of Ricardo’s so-called Law of Rent.

6.Law of the fall in the rate of profit. A.Smith, Ricardo, Carey.

v7. Thepries of profit (question whether or not to include Sismondi
and Malthus in T heories of Surplus-V alue).

8. Division of profit into industrial profit and interest. Mercantile
capital. Money-capital.

9. Revenue and its sources. Include here the question of the rela-
tion of the processes of distribution and production.

10. Reflux movements of money in the process of capitalist produc-
tion as a whole.

11. Vulgar Economics.

12. Conclusion. Capital and wage-labour.’

How does Kautsky comment on the plans shown above? ‘By all
accounts’, he says, ‘the proposals for the first and third volume!” are

17 This should read, ‘for the first and third sections of the Book on
Capital’. :
B
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sufficient to show that at the time of their drafting Marx had already
established the outline of Capital [by which Kautsky means the final
version] in its fundamentals. . . . Five years before the publication 9f
the first volume, Capital as a whole was not only thought out
general terms, but actually already finalised in the same organised
form in which it eventually appeared in public. This follows directly
from a comparison of the outline with the List of Contents of Volume
I. They coincide almost completely. The line of reasoning which
Marx developed in the first volume as “Historical tendencies of capi-
talist accumulation”, and which leads to the expropriation of the
expropriators, is clearly to be understood under “change in the
appearance of the law of appropriation”. There are only two sig-
nificant differences between the preliminary plan and the final
edition of the first volume. In the plan Marx adheres strictly to his
intention of providing the history of the theories on particular points
of political economy at the end of the exposition of each of them in
the form of a summary, as was done in the Critique?® [i.e. the Contri-
bution] . .. It will surely be seen as appropriate that the presentation
of the history of the theory was partly reserved for an overall descrip-
tion in a specific fourth volume, and partly given in individual foot-
notes, depending on the circumstances.’

‘But why,” Kautsky continues, ‘didn’t Marx deal with productive
labour in the first volume, as he originally intended? One cannot
suppose that he wanted to exclude it completely from the scope of
his researches in Cagpital, because it is too important to it. Where did
he think he could bring it in if he excluded it from the first volume?
Unfortunately we are not in a position to say anything about that,
we haven’t the slightest clue to a definite answer.

We read, in the same preface by Kautsky that : ‘The final form
of the book fits even more closely to the preliminary outline in the
third volume than in the first. If we disregard the digressions on the
history of the theory of rent and profit, mentioned above, which were
planned and then dropped, the only difference between the third
volume (insofar as it was finished) and his first plan lies in the order
of the material. In the preliminary outline the exposition of the laws
of ground-rent precedes the discussions of trade profit and money
interest. The order is reversed in the third volume. The one seems to
me to be just as good as the other, and does not constitute a sub-
stantial difference.’*® This, then, is Kautsky’s view. As with his com-

18 The Rough Draft also contains sections specifically on ‘Theories of
Surplus-Value and Profit’.
18 Theories (Kautsky’s edition) III, VIII-X.
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ments on productive labour, his entire commentary is likewise based
on a misunderstanding. He simply notes the fact that Point 5 of the
outline for the first section corresponds fairly precisely to the contents
of Chapters 16 and 17 of Volume I of Capital, and that Chapter 16,
dealing with ‘Absolute and Relative Surplus-Value’, begins with an
examination of the definition of the concept of productive labour,
which was intended to extend and complete the earlier analysis of
this concept ‘from the standpoint of the simple labour process’. In
fact, in Chapter 16 Marx restricts himself to a short resumé of his
research on this subject and, apart from that, refers the reader to the
‘Fourth Book’ of his work (according to the 1866 outline); that is, to
the T heories, published by Kautsky himself, where a more extensive
examination of this question can be found [on pages 152-300 of Part
I of the English edition). '

Nor can one agree with Kautsky that ‘the line of reasoning
which Marx developed in the first volume as “Historical Tendencies
of Capitalist Accumulation” is to be understood under “Change in
the Appearance of the Law of Appropriation” ’. It is nothing of the
sort. What it has much more to do with, is the fact that the law of
appropriation in a simple commodity economy must change into the
capitalist law of appropriation when the transition to bourgeois pro-
duction has taken place. Marx devoted an entire sub-chapter of
Volume I of Capital® to this idea and in fact it represents the crux
of his criticism of the classical school.

However, these are only details. Kautsky’s assertion as to the
alleged ‘almost total’ correspondence between the January 1863 out-
line and the contents of Volume I and III of Capital is a much more
serious error. It must be obvious that, in contrast to the Rough
Draft, the outline for Section I includes such topics as the ‘Struggle
for the Normal Working-Day’, ‘Simple Co-operation’, ‘Division of
Labour’, ‘Ratio of Wage-Labour to Surplus-Value’, ‘Primitive Ac-
cumulation’, “Theory of Colonisation’ — that is, the topics which cor-
respond to Chapters 10, 13, 14, 17, 26 and 33 of Volume I. However
what is totally absent is an analysis of the category of the wage and
its forms — the material which Marx deals with in Part VI of Volume
I. From this we can conclude that Marx reserved this topic for a
separate Book on Wage-Labour. Thus, the proposal for Section I

20 See the first sub-chapter of Chapter 24: ‘Capitalist Production on a
Progressively Increasing Scale. Transition of the Laws of Property that
Characterise Production of Commodities into Laws of Capitalist Appropri-
ation.’ (See also Grundrisse, pp.238, 295, 457-58, 469-70, 501, 673-74 and in
the German edition pp.9o3-9o4; and Theories I, p.86, III, pp.377-78,
483.)
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seems to correspond more to the original outline of 1857, than to :

that of 1866.

The matter is more complicated as far as Section 1II is con-

cerned. In the first place, with regard to ground-rent, one can hardly
agree with Kautsky that the question is simply one of a ‘difference
in the ordering of the material’. In fact Marx says in the proposal
itself that he simply wants to deal with the problem of ground-rent
asa digression in order to ‘illustrate the difference between value and
the price of production’,?* which should connect directly with the
analysis of the ‘transformation of the values of commodities into
prices of production’. On the other hand we regard it as important
that the proposed outline departs from the former method of “sub-
dividing the Book on Capital, insofar as it dispenses with a separate
treatment of competition. However, the proposed outline still ladks
an analysis of credit and share-capltal (Kautsky’s reference to Point
8 of the proposed outline in no way suffices, as Marx deals with the
category of interest in the Rough Draft*®* and in the Theories of
Surplus-Value,?® although he expressly excludes the credit system
from consideration.?¢)

v iaa L G ki,

We therefore conclude that the proposed outline of January .

1863 remained for the most part within the framework of the original
plan, although one can already detect a departure from it. This
hypothesis is substantiated by a reading of the Theories themselves
(that is the published sections of the 1861-63 manuscripts). There are
numerous points in the Theories where the reader is referred some-
times to the separate Book on Wage-Labour and landed property,
and sometimes to the further sections of the Book on Capital (as
referred to in the original outline).

Let us begin with the latter. We should first mention that the
outlines published by Kautsky were drafted by Marx when the
manuscript of the Theories was almost finished. This explains why
references can be found in the T heories to both the particular section

21 Hence, this only concerns Marx’s theory of absolute rents. (Cf.
T heories (Kautsky’s edition), II, p.329, ‘Absolute rent is the surplus of value
over the price of production of products of the soil. Differential rent is the
surplus of the market price of the product of better soils over the value of its
own product.’) (Cf. MEW Vol.26, 2, p.137.) Cf. also Marx’s letter to Engels
of 2 August 1862: ‘I now intend after all to bring the theory of rent already
into this volume as a supplementary chapter, i.e. as an “Illustration” of a prip-
ciple laid down earlier.’ (Selected Correspondence, p.120.) ’1

22 See Chapter 27 below.

28 Theories 111, pp-453-96.

24 See, for example, Grundrisse; pp.790, 805, 854; Theories 11, pp. 212,
482, 492, 513, 533; Theories I1I, pp.53, 466.
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on credit?® and also to that on competition.?® One thing is clear from
the outset. In the Rough Draft it is repeatedly stressed that a
thorough treatment of the problem of the average rate of profit and
prices of production is not possible until the analysis of ‘many capi-
tals’,2” i.e. competition.?® However, in the Theories Marx was com-
pelled to deal with Smith’s and Ricardo’s theories of value and
surplus-value; but he could not have done this had he not dealt in
detail with the question of the establishment of the general rate of
profit and the transformation of values into prices of production.
So it became necessary, in the course of the work itself, to go far
beyond the limits of the original section on ‘capital in general’. It is
true that several questions (which we later find dealt with in Volume
III of Capital) are assigned to the ‘Chapter’ or ‘Section’ on competi-
tion.?? However, the fact that so much of the material originally
destined for the special section on competition was already antici-
pated in the Manuscript of 1861-63 finally led, as we have already
seen in Marx’s proposed outline, to the complete elimination of this
section, and consequently to the substitution of the new outline for
the old. '

A different result emerges if we consider the references to the
Book on Landed Property and the Book on Wage-Labour which can
be found in the T heories. Marx emphasises once more, in the section
of Part IT of the T heories dealing with Ricardo’s theory of rent, that
all he wants to do is ‘set forth the general law of rent as an illustra-
tion of my theory of value and cost prices’ since, he adds, ‘I do not
intend to give a detailed exposition of rent till dealing with landed
property ex professo’® The references to the Book on Wage-Labour
are equally clear. This was the book in which Marx wanted to
examine, among other things, the important question of skilled
labour,** and remuneration for the so-called ‘unproductive services’.®?

26 Cf. the previous note.
28 See Theories 11, pp.202, 238, 454, 468, 483, 492, 504, 513; III, pp.53,
11, 356.
3t 322 See Section I'V/B. of this chapter on the category of ‘many capitals’.

28 Grundrisse, pp.435-36, 567, 760.

29 Most informative in this respect is surely the example of ‘counteracting
tendencies to the tendency of the rate of profit to fall’. In Part III of the
Theories (pp.311-12) the study of these ‘tendencies’ is still referred to the
specific chapter on the ‘competition of capitals’. However in Volume III of
Capital there is an entire chapter dealing with ‘Counteracting Influences’ to
the decline in the rate of profit.

80 Theories 11, p.269g. Cf. ibid. pp.30, 37, 103-104.

81 Theories 111, pp.165.

32 Theories 1, pp.404.
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In this respect he still adhered to his original outline. - 4
As a final piece of evidence we want to draw upon the manus-
cript for Volume III of Capital, published and partially re-edited by !
Engels, as this manuscript was first produced in the years 1864-65, '
that is, at the time when, in our opinion, the transition from the old
to the new outline took place. i
As far as the originally envisaged section specifically on com- !
petition is concerned, several topics (appearing in more detail) were
allotted to a ‘Special Analysis of Compeiiiiun’ in the manuscript
1864-65.22 However, the key thing here is the perspective which
Marx had already set out on Page 1 of the manuscript. l} )
‘In their real movement, capitals face each other in concrete
forms of this kind, for which the form of capital in the direct pro-
duction process, as also its form in the process of circulation, appears
merely as specific moments. The forms of capital, as we develop
them in this book, progressively approach the form in which they
appear.on the surface of society, in the action of the different capitals:
upon one another, in competition, and in the everyday consciousnessi
of the agents of production.’** Hence the previous fundamental sep-
aration of the analysis of ‘capital in general’ and that of competition |
is dropped here, which naturally did not rule out the necessity of ;
assigning certain specific problems to a separate section on com-
petition.®® ,
The question of the Section on Credit (and share-capital) can- :
not be resolved so definitively. Marx’s own statements indicate that
Volume III was supposed to contain a thorough analysis of the credit
system.?®¢ Marx therefore also broke with the old outline on this;
point. However, in the first section of the manuscript of 1864-65 we
find the comment that the presentation of the credit system ‘should |
remain outside the scope of my work’.?? ;
Furthermore, at the beginning of Chapter 25 of Capital, Volume
ITI, Marx says, ‘An exhaustive analysis of the credit system and of
the instruments which it creates for its own use (credit-money etc.) 3
lies beyond our plan.’*® These are statements which seem to indicate !
d

k]
83 See Capital 111, pp.83, 118, 196, 235, 831. ’
34 ibid. p.25. Cf. ibid. p.828. :
35 It should be mentioned here that, according to Marx’s intention, the -
‘special analysis of competition’ was mainly to have dealt with the ‘real move- 2
ment of market price’, i.e. with the problem which constitutes the main object -
of analysis of so-called contemporary academic theory. 1
36 See MEW Vol.31, p.296 and MEW Vol.32, pp.74, 204.
37 Capital 111, p.110.
38 ibid. p.400. (Cf. Chapter 27 below.)
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a certain indecision, which would certainly have been overcome had
Marx had the chance to draft the manuscript in a form ready for
printing — in particular Part V, which existed mainly in the form
of notes.® ‘

So much on competition and credit. But how does this relate to
the material which should have been dealt with in Books II-VI of
the work, according to the original outline?

As far as the Book on Landed Property is concerned, the work
on the T heories led Marx to go beyond Point 4 of the proposed out-
line for Section III of January 1863. He by no means confined
himself to an ‘Tllustration of the difference between values and prices
of production’ in the T heories, i.e. to an exposition of the theory of
absolute rent, but in addition provided a detailed critique of
Ricardo’s theory of differential rent. Both problems — absolute and
differential rent — were then dealt with in the 1864-65 manuscript,
although the examination of differential rent now came first.*

In the manuscript of Volume III, published by Engels, there is
not only a separate chapter on the rents for building land and mines
and on the price of land, but also an exhaustive inquiry into the
‘Genesis of capitalist rent’ — thus fulfilling an intention which had
already been stated in Volume II of Theoriest* Part VI of Volume
III, which was produced as a result, ought to have covered
the crucial themes of the Book on Landed Property, as it was origin-
ally envisaged; although Marx emphasises that ‘a systematic treat-
ment of landownership, which is beyond the scope of our plan’ not
only- involved a consideration of the different historical forms of

39 Cf. Engels’s Foreword to Volume III of Capital, pp.2-21.

40 In fact the change in the order can be traced back to Engels, who,
however, simply followed Marx’s outline note on pp.726-27 of Volume III.

41 The following passage is meant here: ‘The following problems should
now be set forth: 1. The transition from feudal landownership to a different
form, commercial land rent, regulated by capitalist production, or, on the
other hand, the conversion of this feudal landed property into free peasant
property. 2. How rent comes into existence in countries such as the United
States, where originally land has not been appropriated and where, at any
rate in a formal sense, the bourgeois mode of production prevails from the
beginning. 3. The Asiatic forms of landownership still in existence.’ (Theories
11, p.42) Marx returns to all but the last of these points in the manuscript of
Volume III. We should perhaps still mention in this connection that Marx
also intended (as we can infer from the footnote on p.869 (711) of Volume I
of Capital) ‘to demonstrate in detail how the famine and its consequences have
been deliberately exploited both by the individual landlords and by the Eng-
lish Parliament through legislation so as to accomplish the agricultural revol-
ution by force and to thin down the population of Ireland to the proportion
satisfactory to the landlords’. Marx did not return to this point either.
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landed property, but also several of the specific questions which relate
to modern landed property itself.*2 On the other hand we know from
Engels’s Preface to Volume III of Capital that in the seventies ‘Marx
engaged in entirely new special studies for the part on ground-rent. -
For years he had studied the Russian originals of statistical reports
inevitable after the “Reform™ of 1861 in Russia and other publica- |
tions on landownership and had taken extracts from them . . .
Owing to the variety of forms both of landownership and of the
exploitation of agricultural producers in Russia, this country was 6\‘
play the same role in the part dealing with ground-rent that Engl 1
played in Book I in connection with industrial wage-labour.’* We
cannot say what effect this would have had in changing the manus-
cript on ground-rent. ;

Why the manuscript of 1864-65 contains no references of any :
kind to a separate Book on Wage-Labour can be easily explained. '
The manuscript was already drafted according to Marx’s new outline -
and consequently all the themes of the earlier book on wage-labour
came into the scope of Volume I of the work, which dealt with the i
production process. !

Finally, as far as the original Books IV-VI (state, foreign trade,
world market) are concerned we should like to refer here to the sec- '
tion from Volume IIT of Capital** which has already been cited,
where Marx excludes the question of ‘Competition in the World
Market’ from the scope of his research for Capital. The same applies
to the problem which relates very closely to this, namely that of the
business cycle — ‘the alternation of prosperity and crisis’ — ‘whose
further analysis’, as Marx repeatedly stressed ‘falls outside our field :
of study’*® and was perhaps intended for an ‘eventual continuation’
of the work. This does show, however, that Marx’s theory of crises
had ‘gaps’, in the sense that he never again had the opportunity of :
dealing with the problem at its most concrete level. To this extent
Rosa Luxemburg’s criticism*® contains an element of truth.

So much for the changes in the outline which can be established
by looking at the manuscripts for Capital itself. What conclusions
can we draw from our inquiry? First, that the transition from the
old outline to the new did not take place before 1864-65; second,
that on the subject of the changes in the outline we must draw a

42 Capital 111, pp.614, 615, 618.

4 ibid. p.7 of Engels’s Preface.

44 {bid. p.110.

45 {bid. pp.360, 362, 831.

48 Rosa Luxemburg, The Accumulation of Capital, London: Routledge
and Kegan Paul 1963, pp.165-70.
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sharp distinction between the original Books I-III and Books IV-VI.
As far as these last books are concerned our inquiry suggests the
conclusion that they were never really ‘abandoned’. That is to say,
their subject matter was never fully assimilated within the second
structure of the work, but rather held back for the ‘eventual con-
tinuation’ itself. And since the subjects under consideration are only
dealt with intermittently in Capital, the so-called ‘gaps theory’ does
seem to have some justification. (This is, in fact, Grossmann’s term.
Of course he himself denies that there are any ‘gaps’ in Marx’s
Capital.*7)
 The position. is quite different in the case of Books II and III.
These had to be incorporated into the new structure because
Capital would have been inconceivable without a treatment of the
questions which they deal with. (The same of course applies to Sec-
tions b) — d) of the Book on Capital as in the original plan.) So our
present problem, that of the change in the outline, only arises in
connection with these latter parts of the former structure — namely
Books II and III and Sections b) — c) of the first book.*®

III. PREVIOUS EXPLANATIONS OF THE CHANGE
IN THE OUTLINE

(T he attempted explanations of Grossmann and Behrens)

This is sufficient on the outward history of the change in the
outline. But what about the reasons for the change, and how do they
relate to the methodology of Marx’s work? It is indicative (and at
the same time quite appalling) that this question, which is so funda-
mental to an understanding of Marx’s system, was not brought up
until Grossmann, the author of the Akkumulationsgesetz, did so in
1929.*° However, like several other post-war authors who dealt with
this subject, he did not succeed in answering the question. '

Grossmann is of course right when he says that: ‘A change in
the outline of Capital could not have been an accidental matter, nor
a technical question of the presentation, a question of clarity, for

47 H.Grossmann, Das Akkumulations- und Zusammenbruchsgesetz des
kapitalistischen Systems, p.417. .

48 Accordingly we shall limit ourselves in this chapter to Books I-IIT and
only refer occasionally to Books IV-VTI in the course of the work.

49 See Grossmann, Die Anderung des Aufbauplans des Marxschen
‘Kapital’ und ihre Ursachen in Archiv fiir die Geschichte des Sozialismus und
der Arbeiterbewegung, 1929, pp.305-38.

L
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example.” Rather, as he says, it must be traced ‘back to something
‘internal’; that is, methodological reasons must be found. However,
the reasons Grossmann himself gives are so inadequate that we have
to regard his attempted explanation as a complete failure.®

According to Grossmann the question can be solved quite simply.
Whereas Marx’s work in its final form is structured according to the
individual functions of industrial capital from a scientific v1ewpon(A
the original outline merely represents an empirical division of the
material to be dealt with.’? It was not until later, in 1863, that
Marx ~ in connection with his study of the problem of reproduction —
‘necessarily arrived at the point where he could no longer take the
given world of appearance as the object of his analysis’. It was not !
until then that he succeeded in advancing ‘from the visible surface !
manifestations of profit and the different forms of capital to a com-
prehensive vision of the totality, aggregrate surplus-value and aggre-
gate - capital. This made it impossible to adhere to the original
outline.’®? So, in fact, the abandonment of this outline amounted to
breaking out of what was essentially a Vulgar-Economic shell, which
had imprisoned Marx until 1863 ! :

Grossmann’s study was sharply criticised by Behrens.®® In con-
trast to Grossmann, Behrens seeks to derive the change in the outline
from the ‘essence of the materialist dialect’. What he actually comes
up with is this : ‘If Marx originally set out from an external point of
view, with the division into six books, and followed the traditional !
classification of economics up to that time, he now constructed his :
work [i.e. according to the amended outline] along strictly scientific
lines.’*

Desplte his criticism of Grossmann’s. ‘external-mechanistic’
method, it is evident that Behrens’s own explanation resembles it !

3
H

50 Cf. the penetrating criticism of Grossmann’s study in O.Morf’s book :
Das Verhdltnis von Wirtschaftstheorie und Wirtschaftsgeschichte bei Karl
Marzx, 1951, pp.75-78.

51 Here in Grossmann’s own words ‘Whereas the articulation of the
1859 outline into six sections is from the standpoint of the material to be dealt
with: Capital, Landed Property, Wage-Labour, Foreign Trade etc. the struc-
ture of the work in the final outline is from the standpoint of knowledge . .
methodological considerations [lead] to the abstraction and separate represen-
tation of the individual functions of industrial capital from their diverse reality,
without regard to the material. The material as a whole is only dealt with
within the representation of each of the functions from the respective func-
tional standpoints.’ (op. cit. p.311.)

52 ibid. pp.319-20. .

53 Fr, Behrens, Zur Methode der politischen Jkonomie, 1952, pp.31-48.

54 {bid. pp.32-33.
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exactly. Both of them (equally externally) want to derive the change a

in the outline from Marx’s preoccupation with a particular area 07,

investigation.®®

Both ‘localise’ the time of the change to 1863% on the basis of
an arbitrarily interpreted passage of the Correspondence and, finally,
they both interpret Marx’s original outline as being in_ accordance

w1th the methodology of Vulgar Economlcs The ‘dialectical’ access- ~

ories which Behrens uses to decorate his argument make no differ-
ence at all. )

It would be a pure waste of time to look at these superficial
attempts at an explanation any more closely. The intention of the
original outline must be derived from an analysis of the Rough Draft,
and the later Capital manuscripts themselves, if we are to find a
solution to the problem of the change in the outline.

IV. THE METHODOLOGICAL IMPORT OF THE
ORIGINAL OUTLINE

A. The first three ‘Books’
1. Marx on the method and object of political economy

Doesnot the articulation of the work, which is to be found in the
first outline, coincide at least outwardly with the conventional div-
isions of bourgeois economics? It does, but only outwardly : and the
task of marxist research consists in proceeding to the essence of the

55 The difference is simply that, according to Grossmann, Marx first
came upon the idea in the course of his work on problems of reproduction,
which he allegedly began in 1863, that ‘instead of an analysis of the given
empirical material, the function of the creation of surplus-value has to stand
in the foreground’ (Grossmann, op. cit. p.320); whereas according to Behrens
Marx owes this sudden inspiration to his ‘renewed critical confrontation with
classical bourgeois economics’, with its theories of surplus-value (Behrens,
op. cit. p.44). It is sufficient here to mention that Marx first became occupied
with the problem of reproduction in 1858 (Rough Draft), and that, on the
other hand, all the essential points which Marx used against Smith’s and
Ricardo’s methodology can be found in the Rough Draft.

56 The relevant passage here is this. Marx wrote to Engels on 15 August
1863: ‘My work is proceeding well in one respect. It seems to me that with
the final working out the points are taking on a tolerable popular form — with
the exception of a few unavoidable M-Cs and C-Ms . . . At any rate it will be
100 per cent easier to understand than No. 1 [i.e. the Contribution]. Moreover,
when I look at the concoction and see how I’ve had to overturn every-
thing and compose the historical part to some extent out of quite unknown
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matter, to the basic methodological assumptions; which distinguish

Marx’s classification from the conventional one, and not in allowing

itself to be deceived by superficial similarities.

The outline we are discussing here was first drafted by Marx in
September 1857, at the end of the chapter dealing with the ‘Method
of Political Economy’, which forms the Introduction preceding the
Rough Draft.5" It follows that any initial clarification of the real in-
tention behind Marx’s original outline should be looked for in this
chapter. \

Marx shows here that the method of ‘ascending from the abstract

is ‘concrete’, so runs the now famous sentence of the Tmtrodiction;
‘because it is the synthesis of many determinations, hence the unity
of the diverse’.®® Therefore it can only be fully understood by means
of thought as a ‘process of synthesis’; that is, by means of the pro-
gressive reconstruction of the concrete from the most simple, abstract
" definitions of the concrete itself. On the other hand if scientific (in
this case economic) analysis begins directly with the ‘real and con-
\ crete’, with the ‘actual preconditions’ themselves, for example popu-
lation or the world market, then it has an indistinct and completely
undefined picture of reahty to deal with, Because : ‘Populatlon is an
abstraction if I leave out, for example, the classes of which it is com-

posed. These classes in turn are an empty phrase if I am not familiar’
with the elements on which they rest. E.g. wage-labour, capital etc.

These in turn presuppose exchange, division of labour, prices etc. .. .
Thus, if I were to begin with population, this would be a chaotic con-
ception of the whole, and I would then, by means of further defini-
tion, move analytically towards ever more simple concepts : from the
imagined concrete towards ever thinner abstractions until I had
arrived at the simplest definitions. From there the journey would -
lhave to be retraced until I finally arrived back at population, but
i this time not as a chaotic conception of the whole, but as a rich

)

material, I find it really amusing that Lassalle has ‘“his” Economics well in
hand . . .’ Behrens and Grossmann want to conclude from this that the words
‘how I've had to overturn everything’ relate directly to the change in the
outline. However, what is more likely is that the ‘overturning’ does not
mean the original outline, but rather all previous economics, in which case

Grossmann’s and Behrens’s fixation on 1863 as the time of the change lacks .

any foundation.

57 Grundrisse, pp.100ff.

58 Cf. Hegel, Encyclopidie der phtlosophz:chen Wissenschaften im
Grundrisse ( 1870) p.60. ‘The concept as concrete, and in fact any partlcular
is essentially in itself a unity of diverse determinations.’

to the concrete’ is the only scientific way of” ‘appropriating the gon-
crete and reproducmg it as the concrete in thought’. “The contrete

i 1, uﬁmiﬁ’u‘u\nmm vy
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totality of many definitions and relations.” And it is precisely for this

reason that a correct and scientific method of political economy must

ascend ‘from the simple, such as labour, division of labour, need, '
exchange-value . . . to the state, exchange between countries and the

world market’,>® in order that the development of the capltahst

mode of productlon can be followed through until it is grasped in

its totahty

We refer to this section, which has been quoted so often, because

it provides us with some explanation of Marx’s outline of 1857 and

because it demonstrates that this outline (as did Capital later) ‘follows

the path from abstract definitions to the concrete’, and was in no

way arranged in a form corresponding ‘to the point of view of the raw
material’.®® This is not all, however. The original outline was clearly _

drawn up so thmprocess of synthesis, the ‘ascentfrom theabstract :

to the concrete’ occurs there several times. This can be seen particu-

larly clearly in the changes to the outline on page 108 of the Grund-

risse. In this version the inquiry proceeds from general categorles
(exchange-value, money, price), through an analysis of the ‘inner !
structure of productlon — the categones of capital, landed property -

. and wage-Iabour — in order to arrive at the synthesis of bourge01s ’

society in the formn of the state. Here bourgeois society is studied ‘in
its relation to itself’, which naturally offers quite new perspectives.
However, this is still not the final stage of concretisation! For the
domestic economy must be understood in its external relations to
other capitalist (and non-capitalist) countries, and ultimately as one
element in a totality which embraces all countries. Only then do we
arrive at the category ‘world market’ and the ‘world economy’ as.a
‘rich totality of many deﬁmtlons and relations’. Fmally, the same
procedure of theascent from ‘the abstract to the concrete’ is repeated

~ in the Book on Capztal where Marx begins with ‘capital in general’

in order to reach, via an examination of competition and the credit
system, capital in its most developed form, share-capital.®?

So’we see that what distinguishes the original outline is primaril
the. mﬁmmmm

pectlve of a toixl‘w oi the all-pervaswe, determining supremac

from the method of bourgesis econom1cs, which brmgs ‘outward
appearances into a purely external relation with one another. Accord-

5% Grundrisse, pp.100-101.
60 Morf, op. cit. p.35.
61 Cf. Marx’s letter of 2 April 1858 to Engels. Selected Correspondence,

PP.97-10I.
82 History and Class Consciousness, p.27.
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ingly Marx stresses in the same chapter of the: Introductlon that ‘it
would be wrong and lmpractlcal’ to deal ‘with the economic categor-

ies in the same sequence as that in which they were the determining
factors in history. Their sequence is determined, rather, by the rela-
tion which they bear to each other in modern bourgeois society, which
is precisely the opposite of what seems to be their natural order or
the order of their succession in history.” Marx states further, ‘This__
must be kept in mind because it has an immediate and decisive bear-
ing on the arrangement of the categories. For example, nothing seems

more naturalthan to start with rent, with landed property, because -

AL it is bound up with land, the source of all production and all exist-

T

o

[
g

ence, and with the first form of production in all reasonably settled
societies — namely agriculture. But nothing could be more erroneous.’
For ‘in all forms of society there is a certain form of production which,
- N———— ’_/
/gﬁl(_o_rgmates over all the rest, and whose Telations determine .the
rank and influence of all others For example, under capitalist pro-
duction agriculture becomes more and more a branch of industry,
and as such, subordinate to capital. And it is precisely for this réason
that in the theoretical analysis of the bourgeois social order, capital
‘as the all-prevailing economic power of bourgeois society’, ‘must
form the startmg-pomt as. well as the end and be developed be w‘fwre
Tanidownershi, (An al rélation should not-not bastudi
{intil after they ha been loolged at @arately Al

R N

2. The “trinity formula’ of bourgeois economics

However, if the category of capital constitutes ‘the starting point

s s well as the end’, why did Marx intend to follow the Book on Capital

with separafe books on landed property and wage-labour? Doesn’t

C\i{‘,“( the original outline?
(yes - Notatall. We first have to remember that the threefold division

of the material in bourgeois economics did not always serve apolo-
getic ends, and that we should distinguish between classical and
Vulgar Economics in this respect at least. We know that Marx was
unmerciful in his demolition of the ‘trinity formula’ of Vulgar
Economics, with its theory of tw_p.&ducnon — capital,
land and labour - understood not simply as three dlﬁ'er,ent sources of
income, but at the same time as independent sources of value crea-
tlon, workmg harmoniously together. (‘As for example, the peasant

83 Grundrisse, pp.106-107.

this indicate a certain inconsistency or methodologlcal immaturity in

i
4
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the ox and plough, and the land in agriculture, which despite their/
dissimilarities “work -harmoniously together - in the real labour
process’.®%) He shows that ‘the mystification of the capitalist mode
ofi)rod uction, the reification of social relations is accomplished’ -in
this formula, because it unthinkingly compounds the historically
determined social forms of production with the material aspects of
the reallabour process : ‘the enchanted, perverted, topsy-turvy world
walking as social characters and at the same time directly as mere
things.’®> However, this characterisation only applies to Vulgar
Ecoﬁbmlcs proper, or the elements®® of it which were undoubtedly to
be found in the classical school.%” Secondly, the ‘trinity formula’ does
contain a certain germ of truth, because owing to the separation of the
real producers from the means of production, the value created by
the annual addition of new labour divides into three parts, which
take on the shape of three different kinds of revenue, and form the
annual income of the three social classes — the capitalists, land-
owners, and the workers. ‘These, then, are relations or forms of
distribution for they express the relations under which the newly-
produced total value is distributed among the owners of the various
productive agencies.’®®

Indeed : ‘If labour were not defined as wage-labour the form
in which it takes its share of products would not appear as wages.’¢?

84 Theories 111, p.503.

85 Capital 111, p.830. Accordingly, it is stressed in the Introduction that
it would be a ‘complete illusion’ to derive ground-rent ‘simply from the earth’ 1
or wages ‘as simply from labour’; these forms of distribution presuppose the :
modern form of landed property modified by capitalism, and modern wage
labour.

88 Theories 1II, p.500.

67 However as far as classical political economy is concerned, ‘it ‘seeks to
grasp the inner connection in contrast to the multiplicity of outward forms.
It therefore reduces rent to surplus profit, so that it ceases to be a specific,
separate form and is divorced from its apparent source, the land. It likewise
divests interest of its independent form and shows that it is a part of profit. In
this way it reduces all types of revenue and all independent forms. and titles
under cover of which the non-workers receive a portion of the value of com-

" modities, to the single form of profit. Profit, however, is reduced. to' surplus-

value since the value of the whole commodity is reduced-to labour; the amount
of paid labour embodied in the commodity constitutes wages, consequently
the surplus over and above it constitutes unpaid labour, surplus labour called
forth by capital and appropriated gratis under various titles.’ (ibid. p.500.) To

- this extent the threefold division of the material in Classical Economics has no

connection with the ‘trinity formula’ of Vulgar Economics.
3 Capital 111, p.877.
8°'Gmndri.cse, P.95.
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On the other hand, if the ruling class did not possess a nionopoly of

the means of production they could not compel the worker To per-
form_surplus labour, and would therefore not be in a_position to
ﬂmu%ﬁi?ferent parts of the surplus-value produced by the
worker in thé form of manufacturers profits, interest and rent. So
the distribution of products is preceded by a ‘distribution of the
elements of production’, the ‘separation of the ability to work, as
the worker’s commodity, from the means of production, the property
of non-workers’.” ‘The distribution of products is evidently only a
result of this distribution, which is comprised within the process of
production itself and determines its structure.””* From this perspec-
tive ‘the so-called relations of distribution are themselves relations of
production’, only under a different form.?? It therefore follows from
this that it is foolish ‘to view the bourgeois forms of production as
absolute, but the bourgeois forms of distribution as historically rela-
tive, and hence transitory’.”® However, it does not follow that the
forms of distribution should only be given secondary importance in
economics. On the contrary; these forms continually react upon’ the
relations of production. ‘“The specific features and therefore also the
specific limitation . .. enters production itself as a determining factor
which overlaps and dominates production.’ ‘Ricardo, whose con-
cern was to grasp the specific social structure of modern production
and who is the economist of production par excellence declares for
precisely that reason that distribution, and not production, is the
proper study of modern economics.’”

However, in the last analysis, Marx’s main concern was also to
consider the forms of appearance of distribution ‘which serve as the
starting-point for the Vulgar Economists’, as the necessary obverse
of the relations of production : to establish ‘the three major classes
of developed capitalist society — the landowners, capitalists and wage-
labourers - corresponding to three great forms of revenue — ground-
rent, profit and wages — and the class struggle, an inevitable con-
comitant of their existence, as the actual consequence of the capitalist

70 Capital 11, p.389.

71 Grundrisse, p.96.

72 {bid. p.832.

8 Theories 111, p.84.

74 ibid. In this sense profit and interest are denoted as ‘determining
determinates’ in the Introduction to the Grundrisse.

" 76 Grundrisse, pp.96-97. (Cf. p.95-96) ‘Thus economists such as Ricardo,'

who are the most frequently accused of focusing on production alone, have
defined distribution as the exclusive object of economics, because they in-
stinctively conceived the forms of distribution as the most specific expression
into which the agents of production of a given society are cast.’)
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period’.”® Accordingly Volume III of Capital ends with an analysis
of the revenues of the social classes. In addition, however, according
to the outline of 1857, the analysis of capital, landed property and
wage-labour was to have opened out into a study of the ‘three great
social classes’, and the ‘exchange between them’. In other words,
Marx expected the analysis of the relations of production to lead on
to that of the relations of distribution.”” And so a considerable corres-
pondence between the original outline and the final one can also be
established on this issue.

3. The three fundamental social classes

From what has been said it is now clear how we should interpret
the projected threefold division of the inquiry in the first outline into
the three separate books on capital, landed property and wage-
labour; it was necessary ‘to investigate the economic conditions of
existence of the three main classes into which modern bourgeois
society is divided’.” What determines this class division? (Or, as it
states in the fragment of Chapter 52 of Volume III of Capital —
‘What makes wage-labourers, capigg.,lists and landlords constitute the
three great social classes?’)™ ‘

As far as workers and capitalists are concerned there is clearly
only one answer; their functions in the production process.?® This is
quite evident in relation to wage-labour. The capitalist social order
would be inconceivable without the category of wage-labour. In -
order to expand its value, capital must constantly have available a
class of people who entirely lack the means of production and who
therefore have to purchase a portion of the value-product created
by them through the performance of surplus labour. The role and
existence of the capitalist class is also given by their function in the
production process (this naturally only applies to industrial cap-
ital).8* Marx writes in his Marginal Notes on Adolph Wagner: ‘1

78 Cagpital 111, p.7. Cf. MEW Vol.32, pp.74-75.

77 See Grundrisse, pp.108, 264.

78 Contribution, p.19.

™ Capital 111, p.886.

80 In this sense Marx speaks at one point of ‘functionally determined
social classes’.

81 ‘Industrial capital is the only mode of existence of capital in which
not only the appropriation of surplus-value, or surplus-product, but simul-
taneously its creation, is a function of capital. Therefore with it the capitalist
character of production is a necessity. Its existence implies the class antagonism
between capitalists and wage-labourers . . . the other kinds of capital, which
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represent the capitalist as a necessary functionary of capitalist pro--
duction, and indicate at length that he does not only “deduct” or
“rob”, but enforces the production of surplus-value and thus first
helps to create what is to be deducted; I further show in detail that
even though in the exchange of commodities only equivalents are ex- |
changed, the capitalist begins to obtain surplus-value as soon as he
has paid. the worker thé real valte of-his labour-power — and hies |

“fully entitled to do this by the law which corresp

y the law 1 sponds.&&-shwmede.ak

pro o282 Oras we read in the Theories : “The capitalist is the

irect exploiter of the worker, not only the direct appropriator, but ;

the direct creator of surplus labour. But since this can only take place ;
for the industrial capitalist in and through the process of production,

he is himself a functionary of this process, its director.’®® From this 4
viewpoint, since ‘materialised labour and living labour represent the

two factors which have to be brought into contact with each other :

before capitalist production can take place.. . . capitalists and wage-

labourers are the sole functionaries and factors of production, whose

appeared before industrial capital amid conditions of social production that
have receded into the past or are now succumbing, are not only subordinated
to it, and the mechanism of their functions altered in conformity with it, but
move solely with it as their basis, hence live and die, stand and fall with this
basis.’ (Capital 11, p.57.)

82 Marx adds, ‘however all this does not make the “profit of capital” a
“constitutive” element of value, but rather only proves that in the value which
is not “constituted” by the labour of the capitalist, there is a part which he
can “rightfully” appropriate, i.e. without violating the laws corresponding to
the exchange of commodities.” (MEW Vol.19, pp.359-60: see English trans-
lation in Theoretical Practice, Issue 5, spring 1972, p.44.)

83 ‘Indeed’, Marx wrote in 1863, “capitalist production itself has brought
it about that the labour of superintendence walks the streets, separated com-
pletely from the ownership of capital, whether one’s own or other people’s. It
has become quite unnecessary for capitalists to perform this labour of super-
intendence. It is actually available separate from capital, not in the sham
separation which exists between the industrial capitalist and the moneyed
capitalist, but that between industrial managers, etc. and capitalists of every
sort.” But this proves ‘that the capitalist as functionary of production has be-
come just as superfluous to the workers as the landlord appears to the
capitalist with regard to bourgeois production.’ (T heories III, p.497.) And
then two years later Marx points out that the development of joint-stock com-
panies would lead ‘to the transformation of the actually functioning capitalist
into a mere manager, an administrator of other people’s capital, and of the
owner of capital into a mere owner, a mere money capitalist’. ‘In stock com-.
panies the function is divorced from capital ownership, hence also labour is
entirely divorced from ownership of the means of production and surplus
labour. This result of the ultimate development of capitalist production is a
necessary transitional phase towards the reconversion of capital into the pro-
perty of producers, although no longer as the private property of the individual

1

;
:
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relation and confrontation arise from the essence of the capitalist

mode of production.’®

For. this very reason we must make a sharp distinction between
the industrial capitalist and the larre landowner. If we assume the
capitalist mode of production, ‘the capitalist is not only a necessary
functionary, but the dominating functionary in production’, whereas
the landowner ‘is quite superfluous in this mode of production’.
Although he was ‘an important functionary in the ancient world and
the Middle Ages’, he has ‘become a useless excrescence in the indus-
trial world’.8® Therefore Marx considers that it is only consistent for
economists, especially Ricardo, to ‘start from a division into two,
between capitalist and wage-labourer, and only bring in the land-
owner who draws rent at a later stage, as a special outgrowth . .. Far
from being an error on the part of Ricardo® . . . this reduction of the
classes participating directly in production, hence also in the value
produced and then in the products in which this value is embodied,
to capitalists and wage-labourers, and the exclusion of the land-
owners (who only enter post festum, as a result of conditions of
ownership of natural forces that have not grown out of the capitalist
mode of production but have been handed down to it from the
past) . . . is an adequate theoretical expression of the capitalist mode
of production, grounded in its essence, and it expresses its differentia
specifica.’®" It does not however follow that the landowner ‘is not a
necessary agent for capitalist production’,*® that he is unnecessary
for the maintenance of this form of production, or that the capitalist
economy could have arisen and developed without landownership.

producers, but rather as the property of associated producers as outright social
property.’ (Capital III, pp.436-37.) When ‘sociologists’ such as J.Burnham
present the replacement of the functioning capitalist by the industrial manager
as some major novelty, one really doesn’t know whether this is a question of
plagiarism or simple ignorance. More likely the second, as one cannot really
attribute a knowledge of marxism to Burnham (‘The Witchdoctor’, as Trotsky
called him).

84 Theories I1, p.152. Cf. Capital II1, pp.879-80: ‘In view of what has
already been said, it is superfluous to demonstrate anew that the relation
between capital and wage-labour determines the entire character of the mode
of production. The principal agents of this mode of production itself, the
capitalist and the wage-labourer, are as such, mere embodiménts, personifi-
cations of capital and wage-labour; definite social characteristics stamped
upon individuals by the process of social production; the production of these
definite social relations.’

856 Theories 11, p.44.

86 The quote is directed against Rodbertus.

87 ibid. pp.152-53.

88 ibid. p.152.
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On the contrary; if land were ‘at everybody’s free disposal, then a
principal element for the formation of capital would be_missing. A
1ot important condition of production and [~ apart from man him-
self and his labour — the only original condition of production could
not be disposed of, could not be appropriated. It could not thus con-
front the worker as someone else’s property and make him into a
wage-labourer. The productivity of labour ... in the capitalist sense,
the “producing” of someone else’s unpaid labour would thus become
impossible. And this would put an end to capitalist production alto-
gether.’®® Looked at in this way, ‘private ownership of land, private
ownership by one person which presupposes non-ownership on the
part of other persons — is the basis of the capitalist mode of produc-
tion.”® For this reason capital simply cannot exist without landed
property (‘which it includes as its antithesis’), and therefore the
change in the conditions of labour within capital presupposes not
only ‘the expropriation of the direct producers from the land’, but
also at the same time ‘a definite form of landownership’.?*

In fact, ‘the form of landed property with which the incipient
capitalist mode of production is confronted does not suit it. It first
creates the form appropriate to it by subordinating agriculture to
capital . . . landownership thus receives its purely economic form
through the removal of all its former political and social embellish-

ments and associations’,*? and is reduced to the category of capitalist

ground-rent. And so it should not be forgotten that ‘capitalist pro-
duction starts its career on the presupposition of landed property,
which is not its own creation, but which was already there before

it’. As a consequence the influence capital can exert on landowner-

ship is limited. ‘All that capital can do is to subject agriculture to the
conditions of capitalist production.’®® However, it cannot prevent a
separate class of monopolistic owners of the means of production

" 89 ibid, p.44. -

80 Capital III, p.812. In fact, the sole concern of capital is that ‘the
land and soil are not under common ownership, that they confront the working
class as means of production which do not belong to it, and this aim would be
completely attained if it became state property, i.e. if the state drew the rents’.
‘The radical bourgeois proceeds then theoretically to the denial of private
landownership which he would like to make into the common property of the
bourgeois class, of capital, in the form of state ownership. However, courage

- L xraia
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is lacking in practice, since an attack on one form of property — a form of the

private ownership of the conditions of work — would be very risky for the
other forms.” (Theories 11, p.44.)

91 Capital 111, p.870.

92ibid. p.617.

98 Theories II, p.243.
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from continuing to exist apart from and alongside the real capitalists
in the shape of the large landowners. This class, ‘confronts capital as
alien power and a barrier . . . in its endeavour to invest in land’,?*
‘and can squeeze from it a portion of the surplus-value produced by
the workers. The ‘private ownership of natural objects’ is certainly
‘not a source from which flows value, since value is only material-
ised labour. Neither is it the source from which surplus-value flows. ..
This ownership is however a source of revenue . .. a claim to unpaid
labour, gratis labour.’®® In fact the landowner ‘has a claim — through
landed property (to absolute rent) and because of the physical differ-
ences of the various types of land (differential rent) — which enables
him to pocket a part of this surplus labour or surplus-value, to whose
direction and creation he contributes nothing’. (Marx adds here :
‘Where there is a conflict, therefore, the capitalist regards him as a
mere superfetation, a Sybaritic excrescence, a parasite on capitalist
production, the louse that sits upon him.’)®®

4. The ‘transition from capital to landed property’ and from
‘landed property to wage-labour’

We have spent some time on the question of landed property

and the role which it plays in the capitalist mode of production. We

- shall see why this discussion was necessary when we come to the study

of one particular line of thought which is crucial for the understand-

ing of the original outline, and which can be found in both the Rough

Draft and the Correspondence,?” where Marx discusses the transition

from capital to landed property, on the one hand, and, on the other,
that from landed property to wage-labour.

The Rough Draft says on the subject of the first transition : ‘In

94 Capital 111, p.764.

95 Theories 11, p.42.

96 jbid. p.328.

97 We can quote the second here, as it only consists of two sentences.
Marx wrote to Engels on the subjects of Books IT and IIT of his work, “The
transition of capital to landed property is at the same time historical, as the
modern form of landed property is a product of the effect of capital upon
feudal and other landed property. Similarly the transition of landed pro-
perty to wage-labour is not only dialectical but historical, since the final
product of modern landownership is the general positing of wage-labour,
which in turn appears as the basis of the entire thing.’ (Selected Correspon-
dence, p.97.) Cf. Engel’s reply of g9 April 1858: ‘This arrangement of the
whole into six books could not be better and pleases me a great deal, al-
though I still don’t see the dialectical transition from landed property to
wage-labour clearly.” (MEW Vol.29, p.319.)
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the money market [with which the Book on Capital was to have been
concluded] capital is posited in its totality . . . but capital, not only as :
something which producesitself . . . but at the same time as a creator i
of values, must posit a value or form of wealth specifically different
from capital. This is ground-rent. This is the only value created by
capital which i distinct from itself, from its own production. By its
nature as well as historically, capital is the creator of modern landed !
property, of ground-rent; just as its action therefore appears also as
the dissolution of the old form of property in land. The new arises
through the action of capital upon the old . . .’?®

Consequently, as Marx himself stresses, the ‘transition from
capital to landed property’ is to be understood in a double sense —
both dialectically and historically. The second sense requires no fur-
ther elucidation after the foregoing discussion. However, the dialec- |
tical transition should be understood as follows : The special form of !
wealth which capital itself creates is value based on labour. But apart |
from this there is also the ‘value of natural agents’ (agricultural land,
waterfalls, mines etc.), which as such are not products of labour but
which ‘are appropriated, hence possess ‘exchange-value and enter as |
values into the calculation of the cost of production’.®® This value
can only be explained by the Theory of Rent — and modern ground-
rent represents a particular creation of capital, the only creation of
capital ‘as value distinct from itself, from its own production’. So the :
question is answered : ‘How does it come about that commodities |
which contain no labour possess exchange-value, or in other words, ;
how does the exchange-value of purely natural forces arise?’*%® ;

Naturally ‘value’ here only has a figurative meaning, ie. it cannot

be directly explained by the theory of value as such, but rather, pre- 3
supposes ‘further developments’.2°* However, this is one reason why §
Marx did not intend to deal with landownership ie. the theory of_i

98 Grundrisse, pp.275-76.

99 ibid. p.715.

100 Contribution, p.62-63. )

101 ‘Tt is also quite correct that the “value or price of land”, which is -
not produced by labour, appears directly to contradict the concept of value :
and cannot be derived directly from it. This proposition is all the more in-
significant when used against Ricardo, since its author does not attack —
Ricardo’s theory of rent in which precisely Ricardo sets forth how the;
nominal value of land is evolved on the basis of capitalist production and.
does not contradict the definition of value. The value of land is nothing but
the price which is paid for capitalised ground-rent. Much more far-reaching
developments have therefore to be presumed here than can be deduced prima
facie from the simple consideration of the commodity and its value, just as:
from the simple concept of productive capital one cannot evolve fictitious

ik s
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ground-rent, until after the analysis of the category of capital — apart
from the historical considerations which suggested this.

So much for the conceptual and historical interaction between
landed property and capital. Marx continues : “Now the question
arises as to how the transition from landownership to wage-labour
came about? Historically the transition is beyond dispute. It is
already. given in the fact that landed property is the product of
capital.’®> We therefore always find that wherever landed property
is transformed into money-rent through the reaction of capital on
the older forms of landed property (the same thing takes place in
another way where the modern farmer is created) and where, there-
fore, at the same time agriculture, driven by capital, transforms
itself into industrial agronomy, there the ... serfs, bondsmen, tenants
for life, cottagers, etc. become day labourers, wage-labourers,’ i.e. we
find that fw/age-labour in its totality is initially created by the action
of capital on landed property, and then, as soon as the latter has
been produced as a form, by the landowner himself. The latter then
“clears”, as Steuart says, the land of its excess mouths, tears the
children of ‘the earth from the breast at which they were raised, and
thus transforms labour on the land, which appears by its nature as the
direct source of subsistence, into a mediated source of subsistence, a
source purely dependent on social relations . . . There can therefore
be no doubt that wage-labour in its classic form, as something per-
meating the entire expanse of society, which has replaced the very
earth as the ground on which society stands, is initially created onl
by modern property*? . . . This is why landed property leads back

capital, the object of gambling on the stock exchange, which is actually
nothing but the selling and buying of entitlement to a certain part of the
.annual tax revenue.’ (Marx on the text Observations on.Certain Verbal Dis-
putes, Theories II1, pp.110-11.) Cf. Capital I, p. 677 (537): ‘In the expression
“value of labour” the concept of value is not only completely.extinguished, but
inverted, so that it becomes its contrary. It is an expression as imaginary as the
value of the earth. These imaginary expressions arise, nevertheless, from the
relations of production themselves. They are categories for the forms of
appearance of essential relations.’

102 Of course, only modern landed property is meant here.

103 Marx says before this that ‘The inner construction of modern society
or capital in the totality.of its relations, is therefore posited in the modern re-
lations of modern landed property.’ (Grundrisse, p.276.) And in another
passage: ‘It is therefore precisely in the development of landed property that
the gradual victory and formation of capital can be studied, which is why
Ricardo, the economist of the modern age, with great historical insight,
examined the relations of capital, wage-labour and ground-rent within the
sphere of landed property, so as to establish their specific form.” (Grundrisse,
p.252.) :
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to wage-labour. It is nothing more than the extension of wage-labour’

from the cities to the countryside i.e. wage-labour distributed over

the entire surface of society.”’** In this respect, ‘England has been

the model country for the other continental countries’. On the other

hand the same 'necessity for (modern) capitalist landownership is !

shown, ‘if within one society the modern relations of production are
fully developed, i.e. if capital is developed to its totality, and this
society then seizes a new territory, as, for example, in the colonies’;
then ‘it finds, or rather its representative the capitalist finds, that his

capital ceases to be capital without wage-labour, and that one of the |

presuppositions of the latter is not only landed property in general,
but modern landed property; landed property which, as capitalised

rent, is expensive, and which, as such, excludes the direct use of the
soil by individuals. Hence Wakefield’s theory of colonies,'®® followed

in practice by the English government in Australia. Here landed

property is artificially made more expensive in order to transform -
the [‘indigenous’] workers into wage-labourers, to make capital act :

as capital . . .> And Marx stresses that it is precisely for this reason

that ‘Wakefield’s theory is infinitely important for a correct under-

standing of modern landed property’.1°¢ '

At the same time the transition from landed property to wage-
labour is not only historical, but also dialectical : ‘Capital, when it
creates landed property, therefore goes back to the productlon of
wage-labour as its general creative basis.?*? Capital arises out of cir-
culation and posits labour as wage-labour; takes form in this way;
and developed as a whole, posits landed property as its precondition
as well as its opposite.®® It turns out however that it has thereby
only created wage-labour as its general presupposition. The latter
must then be examined by itself.’*°®

10¢ Cf, Capital 11, pp.119-20: ‘To the extent that labour becomes wage-
labour, the producer becomes an industrial capitalist; for this reason capitalist
production first appears in its full extent when the direct rural producer is a
wage-labourer.’

106 Cf. Capital I, Chapter 33 ‘The Modern Theory of Colonisation’.

108 Grundrisse, pp.276-78.

107 The expression which Marx uses here shows a close relation to Hegel’s
Logic, in particular to the theory of foundation, developed in Volume II.
Cf. Hegel Science of Logic, Vol.I p.82. ‘If it is considered that progress is a
return to the foundation, to that origin and truth, then it 'must be admitted
that this consideration is of essential importance ... Thus consciousness is led
back on its road from immediacy with which it begins, to absolute knowledge
as its inmost truth.’ )

108 Cf. the sentence from Capital III, p.879, according to which capital
includes landed property as its ‘antithesis’.

109 Grundrisse, pp.278-79.
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& 5 The real function of the threefold division

Itis clear that what Marx is basically discussing here is the con-
struction of his work, the question of the order in which the categor-
ies which express the class structure of bourgeois society, namely
capital, landed property and wage-labour, should be presented. The
answer which emerges from the analysis of the mutual relation of
these categories is as follows : the category of capital, as the decisive,
all-prevailing and ruling relation of bourgeois somety must be elabor-
ated before everything else. éus means capital in its pure form,
leaving out of consideration all the forms to be derived from the rela-
tion of capital itself. Only then can modern landed property be
developed insofar as it is a creation of capital, a product of its effect
on pre-capitalist economic forms. However wage-labour, although it
represents both conceptually and historically the fundamental con-
dition for capital and the capitalist mode of production, requires for
its full development the precondition that this mode of -production
even the rural prgcltic_crs into wage-labourers. Consequently, we can
only study this category exhaustively after we have studied capital
and landed property.

It can be seen, then, that the reasons which Marx had for the
threefold division of his inquiry, and for the sequence which was to
be observed, do not have the slightest relation to ‘external considera-
tions’, or the conventional ‘factors of production’ theory of bourgeois
economics. Rather, they are the product of the inner nature of the
capitalist mode of production itself, of the historical and logical
succession of the categories which constitute it, and which in fact -
required — at least temporarily — the dismemberment of the object of

- the analysis, especially at the outset, where ‘the essential issue was to

grasp the pure, specific economic forms and hence with not joining to-
gether things that do not belong together’.**® Thus Marx then felt
obliged not only to disregard the category of landed property in the
Rough Draft of 1857-58, but also to omit a more detailed examination
of the forms of wages in order to work out the concept of capital in its
purity.'!* (And so the analysis of ground-rent could follow the analysis

110 jbid. p.732.

111 Cf, Marx’s letter to Engels of 2 Apnl 1858, Selected Correspondence,
PP.97-98. ‘Throughout this section [i.e. the section on “Capital in general”]
it is assumed that wages always remain at minimum . . . further, landed pro-
perty is taken as — "0, that is, landed property as a particular economic
relation does not yet concern us. This is the only possible way to avoid dealing
with all relations when discussing each particular relation.’



40 + The Making of Marx’s ‘Capital’

of capital as it does in the final version of Marx’s work, being placed at
the end of Volume IIL.) It is in this sense, that is as a provisional, but
unavoidable ‘blueprint’ that the original threefold division of the
work into separate books on capital, landed property and wage-
labour should be interpreted. Nevertheless, the question remains as
to what particular reasons necessitated the later abandonment of this
blueprint; but before we tackle this we should clarify the changes
which occurred in the original outline of Part I of the work, namely
the Book on Capital.

B. The Book on Capital
1. The original subdivision of the ‘Book on Capital’

According to the outline of 1857-58 the book should have been
divided into the following sections ;112

a) Section on ‘capital in general’.
1. Production process of capital
2. Circulation process of capital
3. Profit and interest.

b) Section on competition.

c) Section on the credit system.

d) Section on share-capital.

Of this, only the first section was carried out in the shape of the
Rough Draft (1857-58), which was confined, as we have already said,
to the analysis of ‘capital in general’, in contrast to his later work. As
far as the remaining sections were concerned i.e. b), c) and d), a simi-
lar process occurred to the one we were able to establish in the case
of Books II and II. That is, they were indeed dropped as independent
sections, but at the same time their contents were incorporated into
the new structure of the work. Here, too, a narrowing down of the
original scheme took place, but this corresponded to a broadening
of the first part, ie. the section on ‘capital in general’. Since, whereas

112 In the changes to the outline on pages 264 and 275 of the Grundrisse
there is another breakdown of the Book on Capital into six sections, which —
besides the earlier four sections — contains ‘Capital as money market’ as the
fifth, and ‘Capital as the source of wealth’ as the sixth. However, these last two
subjects could have been equally well dealt with in sections c) and d), which
probably explains why they are not mentioned in later changes.

Moreover, it is precisely these two variations which reveal how ‘Hegelian’
the structure of the Rough Draft is!

[T
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the first two volumes of Capital d o.not fundamentally go beyond the
analysis of ‘capital in general’, the third volume is the place where
competition, credit and share-capital are introduced, in the originally
envisaged order, even if not quite as extensively as Marx had inten-
ded at the outset. This also shows that the original strict separation
of the categories was simply a means of methodological abstraction,
and could therefore be discarded as soon as the main task — the
analysis of ‘capital .in general’ — had been carried out. This is, there-
fore, the category which is most important to understand, and upon
which we now concentrate our attention,

2. ‘Capital in general’ and ‘many capitals’

As we already know, the Rough Draft not only excludes, in
principle, all the themes which came under the scope of the original
Books II-VI, but also those which were to have been looked at in
Sections b) — d) of the first Book.!** From the outset Marx wishes to
deal with ‘capital in general’. But what does this concept mean?
What level of abstraction Hoes it represent?

To begin with we shall content ourselves with the answer to be
- found in Marx’s letter to Kugelmann of 28 December 1862, It says
there that the restriction to ‘capital in general’ excludes a study of
the competition of capitals and the credit system.}'* Competition
involves the ‘action of capital upon capital’, which presupposes a
multiplicity of capitals; whereas with credit, ‘capital appears in rela-
tion to the individual capitals as a general element’.**® In both cases
the issue is one of the real movement of real capitals — capital in
concrete reality, and not in some ‘ideal average’.’® We read in the

118 We say in principle because the Rough Draft contains many digres-
sions which go beyond the framework of ‘capital in general’, and which fit
into other parts of Marx’s work, according to their content. Cf. Marx’s letter
to Engels of 31 May 1858 : ‘The devil is namely that everything is completely
higgledy-piggledy in the manuscript (which would be a thick volume when
printed), and there is a great deal which is actually intended for parts which
come much later.’ (MEW Vol.29, p.330.) -

114 ‘The second part is finally completed . . . it is the continuation of
Notebook I [i.e. the Contribution] but is published independently under the
title Capital . . . In fact it only embraces what was to have made up the third
chapter of the first section, namely capital in general. Hence competition and
credit are not included.” (MEW Vol.30, p.639.)

116 Marx’s letter to Engels of 2 April 1858, Selected Correspondence,

116 Iijkewise, in the T heories, competition and credit are often contrasted
with ‘capital in general’ or the ‘general nature of capital’ as the ‘real move-
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Rough Draft that ‘Capltal exists and can only exist as many capitals .
<armd-itssetf-det Wn
Gf‘t’Ke—sg Upon one another it s (note the repeated echoes of Hegel’s
y its essence, ‘that which repels itself from itself’, and
must therefore necessarily ‘repel itself from itself’.*17 Therefore, pro- |
duction based on capital, ‘posits itself only in its adequate forms, in-  §
sofar as and to the extent that free competition develops’.’® Of
course, ‘as long as capital is weak it still relies on the crutches of past !
modes of production, or those that pass away with its appearance’. ;
However, ‘as soon as it begins to sense itself and become conscious
of itself as a barrier to development it seeks refuge in forms which,
by restricting competition, seem to make the rule of capital more
complete, but which are at the same time, the heralds of its dissolu-
tion and that of the mode of production resting on it.”** In its hey-
day, however, the rule of capital can only be made real in and
through competition.

Marx says that bourgeois economics has ‘never understood’ this . .-
positive aspect of competition. In fact, free competition has only
been understood, ‘in a negative way; i.e. as the negation of monopo-
lies, corporations, legal regulations’. But competition ‘is very far from
having only this historical significance, or being merely a negative
force’. It is simultaneously ‘the relation of capital to itself as another
capital, i.e. the real behaviour of capital as capital’ and, through it,
‘what corresponds to the concept of capital is posited as an external
necessity for the individual capital’. Hence, conceptually, competi-
tion is, ‘none other than the inner nature of capital appearing and
realised as the interaction of many capitals’, which ‘force the inherent.
determinants of capital upon one another, and upon themselves’.*#°
As such, competition is the ‘essential locomotive force of the bourge-

ment of capital’ and as ‘concrete relations’. (cf. Theories 11, pp.492, 510-11, °
529: III, pp.53, 311, 465.)

117 Grundrisse, pp.414, 421 : ‘Since value forms the foundation of capital,
and since it therefore necessarily exists only through exchange for counter-
value, it thus necessarily repels itself from itself. A universal capital, one with-
out alien capitals confronting it, with which it exchanges — is therefore a non-
thing. The reciprocal repulsion between capitals is already contained in
capital as realised exchange-value’ Hence ‘state capitalism’ would only be
‘possible with several capitals, organised by the state, confronting each other.

118 jbid. p.650. .

119 {bid. p.651. Here, as early as 1857 Marx predicts the form of mono-
poly capitalism. (This could be called a “ision’; we prefer the less mystical
‘dialectic’.)

120 §bid. pp.650-51, 414. ‘Generally competmon is the means by which
capital carries through its mode of production.’ (ibid. p.730.)
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.ois economy’, even though it does not produce its laws, but only
realises them, even if it cannot explain them, but merely renders
them visible.’?* So nothing could be more incorrect than to confuse
the analysis of these laws with the analysis of competition, or of the
relations of credit which presuppose competition. To understand the
forms of appearance we first have to examine what appears in these
forms. This is particularly mportant because everything in competi-
tion is presented, and must be presented,'?? in an inverted form (not

price determined by labour, but labour by price etc.), so that in it
" capital appears to ‘determine price, give work, regulate production’,
in a word, to be the ‘source of production’.2?® Thus in order to be able
to inquire directly into the inherent laws of capital we must abstract
from competition and its accompanying characteristics, and begin
with ‘capital as such’, or ‘capital in general’. ‘The introduction of
many capitals must not interfere with the investigation here. The
relation of the many is better explained after we have studied what
they all have in common, the quality of being capital.’*?*

However, what are the characteristics which all capitals have
in common? Quite clearly, they are those which apply to capital,
and not to any other forms of wealth, and in which the particular
historical character of the capitalist mode of production is expressed.

The Classical Economists (here Marx has Smith in mind) often
saw capital as ‘accumulated (objectified) labour’ which ‘serves as a
means to new labour’. However, ‘it is just as impossible to make the
transition directly from labour to capital as it is to go from the differ-
ent human races to the banker, or from nature to the steam-engine —
to develop the concept??® it is necessary to begin not with labour, but
with value, and precisely, with exchange-value already developed
in the movement of circulation.’’®® One such exchange-value is
- money, to the extent that it neither functions simply as a means of

121 jbid. p.552. (Cf. the excellent explanation in Grossmann’s Das
Akkumulations- und Zusammenbruchsgesetz, pp.96-99.)

122 ‘§o as to impose the inherent laws of capital upon it as an external
necessity, competitioni seemingly turns all of them over. Inverts them.
(Grundrisse, p.761.) Cf. Capital 111, pp.45, 209, 225 etc.

123 Grundrisse, p.275.

124 ibid. p.517.

-126 ‘For the whole of capitalist production is based on the fact that
labour is bought directly so that a part of it can be appropriated without
purchase in the prices of production; which part is sold however in the pro-
duct — since this is the basis of existence of capital, its very essence . . .
(T heories 1, p.293.)

- 128 Grundrisse, p.259. Cf. Chapter II of Section III of this work, where
this argument is dealt with in more detail.
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exchange nor petrifies into a hoard, but rather maintains and multi-

plies itself in circulation through the mediation of alien labour. Thus,
the first distinguishing feature of capital, as distinct from mere value
or money, is that it is a value ‘which breeds surplus-value’, and that
it-rests on a particular historically determined relation — the relation
of wage-labour. Admittedly, ‘many things are subsumed under capital
which do not seem to belong with it conceptually. Capital is lent, for
example. It is stockpiled etc. In all these designations it seems to be
a mere thing, and to coincide entirely with the material in which it
is present.’*2” However, we are dealing here ‘neither with-a particular
form of capital, nor with one individual capital as distinct from
other individual capitals etc. We are witness to the process of its
becoming.??® This dialectical process of its becoming is only the ideal
expression of the real movement through which capital comes into
being.1?® The later relations are to be regarded as a development from
this germ,’1%0

What all capitals have in common is their capacity for expand-
ing their value (Verwertungseigenschaft) — the fact that they appro-
priate (directly or indirectly) the surplus-value created in the
capitalist production process. 'Lhe analysis of ‘capital in general’
must, therefore, begin with the mvestlgatlon of the production
process. This must show how money, ‘goes beyond its simple quality
of being money’ and becomes capital, how it then produces surplus-
value through the consumption of human labour and finally how the
production of surplus-value for its part, leads to the reproduction of
both capital and the relation of capital itself. All this can be devel-
oped without our having to pay attention to the presence of several
capitals and the differences between them, for regardless of how the
different individual capitals divide the surplus-value created in the
production process, they cannot ‘distribute more than the total

127 Grundrisse, p.513.

128 Accordingly the real object of analysis of the Rough Draft is referred
to in many places as the ‘general history of the rise of capital’, its ‘self-deter-
mination’ or ‘self-formation’. (ibid. pp.403, 414, 529.)

129 ‘Since we speak here of capital as such, capital in the process of be-
coming, we are not yet concerned with anything else in addition — in that
many capitals are not yet present for us — nothing but it itself and simple
circulation . . .’ (ibid. p.729.) In the Rough Draft (and also in Capital and the
T heories) capital in its becoming is contrasted to capital which lias become,
which is complete, in the sense that it is capital ‘as it appears as a whole, as
the unity of the circulation and production process’ (Theories III, p.483;
T heories 11, p.513), or the ‘finished form of capltal’ (Capital 111, p.209.)

130 Grundrisse, p.310.
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surplus-product among themselves’.?3* This cannot explam, but only |
obscure, the emergence of surplus-value; because in the form of
profit surplus-value appears to be produced in equal amounts by all
sections of capital, and capital itself appears ‘as the source of wealth,
independent of labour’.232 So if the basic presupposition of the capital
relation is to be understood, i.e. the relation of capital to labour and
the role of surplus-value as the dfiving force of capitalist production,
we must begin not with ‘many capitals’, but with capital or ‘capital
in the whole society’?®$ i.e. with ‘capital in general’. Only then is the
real development of the concept of capital possible.

However, the life-cycle of capital is not confined to the direct
production process. In order for capital to renew itself the product
of capital, including surplus-value, must ‘be transformed into money,
not as in earlier stages of production where exchange is in no way
concerned with production in its totality, but only with superfluous
production and superfluous products’.»** The phase of the production
process must be complemented by that of the circulation process.
And so the movement of capital becomes a circuit in which forms
grow (fixed and circulating), which harden into specific forms of the
existence of capital from being temporary determinations of it. In
addition these forms are to be understood as distinctions within the
abstraction ‘capital in general’ (‘particularisation of capital?®s),
because they ‘characterise every kind of capital’,®® and must there-
fore be understood without regard to the reciprocal action of ‘many
capitals’. On the other hand, capital’s passage through the different
phases of circulation appears ‘as a restriction on production through
'the specific nature of the barriers posited by capital itself’. Circulation
takes time, and during this time capital is unable to create any
surplus-value. \The expansion of its value (Verwertung) does not
depend only on the length of time (labour-time) in which capital
(sic!) creates values, but equally on the period of circulation in which
these values are realiset_if)

131 Cf. ibid. p.684. “The profit of the capitalists as a class or the profit of
capital as such must exist before it can be distributed . . .’

132 ibid. p.759.

183 ‘We are concerned here with capital as such, say the capital of the
whole society. The differentiation’ of capital does not concern us yet.” (ibid.
P-346.)

134 ibid. p.406.

135 jbid. p.275. Similarly the concept of ‘particularisation’ is a specifically
Hegelian one (in the same way that Marx’s use of such terms as ‘universality’,
‘particularity’ and ‘individuality’ are based on Hegel’s Logic).

138 Grundrisse, p.449.

137 jbid. p.627.
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>

Accordingly, the surplus-value of capital ‘no longer appears to °
be simply determined by the surplus labour appropriated by it in the *

production process’. It is no longer measured by its real standard,
‘the ratio of surplus to necessary labour’, but by the size of the capital

itself. ‘One capital of a certain value produces in a certain period of 3

time a certain surplus-value.’%®

Thus, surplus-value now assumes the transformed and derived :
form of profit, and the rate of surplus-value takes on the form of the ;

rate of profit. (With this we come to the final, third section of the

Rough Draft.) The only requirement is that the aggregate profit of

the capitalist class has to coincide with the aggregate surplus-value

appropriated by that class.3® On the other hand, individual capital- .’

ists can pocket either more or less than the surplus-value which would
correspond to what has been created in their own production process.
Marx does not refer to this question in the Rough Draft until the
‘study of many capitals’, as the establishment of a general rate of
profit and the transformation of values into prices of production
which corresponds to it, presuppose competition and hence occur at
a level which is excluded from the study of ‘capital in general’,
according to Marx’s original outline.14®

It must be evident here that in the sentences we have just quoted |

Marx is already speaking about the capital of the entire capitalist
class, the ‘aggregate social capital’ — in contrast to particular indi-
vidual capitals.

However, what is the significance of this concept in Marx’s .

methodology? This can be discovered in a very important marginal
comment in the Rough Draft. We read there : ‘Capital in general,
as distinct from particular capitals, does indeed appear 1) only as an
abstraction ; not an arbitrary abstraction, but one which-grasps the
specific differences which distinguish capital from other forms of
wealth . .. These are the features common to each capital as such
or which make every specific sum of values into capital. And the
distinctions within this abstraction are likewise abstract particular-
ities which characterise every kind of capital, in that it is either their
position or negation (e.g. fixed or circulating capital); 2) however,
capital in general, as distinct from particular real capitals, is itself
a real existence. This is recognised by ordinary economics, even if
it is not understood, and constitutes a very important moment in its
theory of equilibrations. For example, capital in this general-form,

188 jbid. p.746.
189ibid. pp.787-88.
140 jhid. pp.759-60.
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although belonging to-individual capitalists . . . forms the capital
which accumulates in the banks or is distributed through them, and
as Ricardo says, 1** distributes itself so admirably in accordance with
the needs of production. Similarly, through loans etc. it forms one
level between different countries®™ . . . therefore while the general is
on the one hand only a conceived mark of distinction it is at the same
time a particular real form alongside the form of the particular and
individual.” (Marx adds, “We will return later to this point, which,
while having more of a logical than an economic character, will none-
theless have great importance in our inquiry. The same also in alge-
bra. For example, a,b,c are numbers as such, in general; but then

. again they are whole numbers as opposed to a/b, b/c, ¢/b, c/a, b/a
etc., the latter however presupposing the former as their general
elements.’**3)

And, in another part of the Rough Draft, Marx says, ‘To
examine capital in general is no mere abstraction. If I regard the
total capital of, for example, a nation, as distinct from total wage-
labour (or landed property), or if I regard capital as the general
economic basis of a class as distinct from another class, then 1 regard.
it in general. Just as when I look at man physiologically, for example,
as distinct from the animals.’*4*

The extraordinary importance of these marginal notes by Marx
is immediately obvious. As an example we can take his treatment of
the ‘Reproduction and Circulation of the Aggregate Social Capital’
in Volume II of Capital. It states here on the ‘Circuit of commodity-
capital’ : ‘But just because the circuit C' . .. C' presupposes within its
sphere the existence of other industrial capital in the form of C(equal
to L+MP) ... it clamours not only to be considered the general form
of the circuit i.e. not only as a social form in which every single
industrijal capital . . . can be studied, hence not merely as a form of
movement common to all individual industrial capitals, but simul-
taneously also as a form of movement of the sum of the individual
capitals, consequently of the aggregate capital of the capitalist class —

141 See e.g. D. Ricardo, Principles of Political Economy, 1971, p.152.

142.Marx continues here: °If it is therefore e.g. a law of capital in
general that, in order to realise itself it must posit itself doubly, and must
realise itself in this double form, then, e.g. capital of a particular country
which represents capital par excellence in antithesis to another, will have to
lend itself out to a third country in order to be able to realise itself.” And Marx
adds, ‘this double positing, this relating to self as an alien, bécomes damned
real in this case’. (Grundrisse pp.449-50.)

148 jbid. p.450.

144 {bid. p.852.

G
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a movement in which that of each individual industrial capitalj
appears as only a partial movement which -intermingles with the"
other movements and is necessitated by them. For instance, if we:
look at the aggregate of commodities annually produced in a certain °
country and analyse the movement by which a part of it replaces
the productive capital in all individual businesses, while another part:?
enters into the individual consumption of the various classes, then'’
we consider C’ . . . C’ as a form of movement of the social capital as
well as of the surplus-value or surplus-product generated by it. The-]
fact that the social capital is.equal to the sum of the individual-
capitals . . . and that the aggregate movement of the social capital’;
is equal to the algebraic sum of the movements of the individual
capitals, does not in any way exclude the possibility that this move-
ment as the movement of a single individual capital may present
other phenomena than the same movement does when considered
from the point of view of a part of the aggregate movement of social
capital, hence in its interconnection with the movements of its other
part$, and that the movement simultaneously solves problems the i
solution of which must be assumed when studying the circuit of a —
separate individual capital instead of being the result of such a |
study.’148 ;

From this perspective the individual capitals are to be regarded !
simply as ‘fragments’ (Bruchstiicke) of social capital, ‘whose move-
ment, as well the movement of individual capitals, is at the same time
an integrating link in the movement of aggregate capital’, which — -
although only the sum of individual capitals — exhibits a character:
different from that of the capital of each individual capitalist.**® The
_‘aggregate capital of society’ is therefore to be understood as a whole,
as a real ‘existence distinct from particular real capitals’. The same
applies (as the marginal note shows) in Marx’s study of credit : ‘Here !
[in the money-market], in its supply and demand, capital steps forth |,
in reality and emphatically as being in itself, the common capital of ;
a class, something which, in the case of industrial capital, only occurs
in the course of movement and competition between the individual
spheres.’’*? Credit is therefore seen by Marx as a ‘form in which
capital tries to posit itself as distinct from individual capitals, or the
individual capital asdistinctfromits quantitative barrier’.2*® However,
the real character of aggregate social capital is demonstrated most

il RS e

145 Capital 11, pp.99-100.
148 {bid. pp.397ff.

147 jbid. III, p.368.

148 Grundrisse, p.659.
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clearly in share-capital : ‘In [this] form capital has worked itself up
to-its final form, in which it is posited, not only in itself, in its sub-
stance, but is posited also in its form as social power and product.’**®

So much on the ‘general concept of capital’ — as distinct from
the study of the ‘concrete relations’® i.e. ‘capital in its reality’.15
As we have already said, this concept, for Marx, is simply an abstract
and dialectical image ‘of the real movement, by which capital
becomes’. It follows from this that ‘what comes later is already con-
tained’ in the general concept of capital, in embryonic form./That is,
not only the ‘civilising’ and progressive tendencies, but also the con-
tradictions which lead out beyond its limits.252 (There are numerous
examples to be found in the Roygh Draft; we refer here only to the
development of machinery,‘%xe credit system and the realisation
problem?®¥), However, on the other hand, ‘all moments of capital,
which appear involved in it when it is considered from the point of
view of its general concept, obtain an independent reality and fur-
ther, only show themselves, when it appears as real, as many capitals.
The inner living organisation, which takes place in this way within

149 jbid. p.530. We should note here that the contrast of ‘in itself’ and
‘posited existence’ is also taken from Hegel’s Logic.

160 Cf, Capital II, p.461; I1I, pp.25, 110, 113.

151 The distinction between the two methods of study is illustrated in the
following example. - ‘Capitals have different sizes. But the size of each in-
dividual capital is equal to itself, hence, insofar as only its quality as capital is
concerned, any size. But if we examine two capitals in comparison to each
other, then the difference in their sizes introduces a relation of a qualitative
character. Size itself becomes a distinguishing quality. This is an essential
aspect, of which size is only one single instance, of how the study of capital
as such differs from the study of one capital in relation to another capital,
or the study of capital in its reality.’ (Grundrisse, pp.684-85.)

162 “‘The simple concept of capxtal has to contain its civilising tendencies
etc. in themselves ; they must not as in the economics books up to now, appear
merely as extemal consequences. Likewise the contradictions which are later
released, demonstrated as latent within it (ibid. p.414.) Cf ibid, p.331. “The
exact development of the concept of capital is necessary since it is the funda-
mental concept of modern economics, just as capital itself, whose abstract re-
flected image is its concept, is the foundation of bourgeois society. The sharp
formulation of the basic presuppositions of the relation must bring out all the
contradictions of bourgeois production, as well as the boundary where it drives
beyond itself.’

168 ‘It is easy to develop the introduction of machinery out of com-
petition and out of the law of the reduction of production costs which is
triggered by competition. We are concerned here with developing it out of the
relation of capital to living labour, without reference to other capitals. (ibid.
PP-776-77.)

- 184¢The antlthems of labour-tnme and circulation time contains the entire
doctrine of credit . ..’ (ibid. p.660.)
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and through competition, thus develops all the more extensively.’**®
In particular, ‘the simultaneity of the different orbits of capital, like
that of its different aspects, becomes clear only after many capitals
are presupposed. Similarly the course of human life consists of pass-
ing through different ages. But at the same time all ages exist side by
side, distributed among different individuals.’*%®

3. The structural relation of ‘the Rough Draft’ to ‘Capital’

i
Those readers who are acquainted with the contents of Marx’s
Capital will of course appreciate the importance of these extracts
from the Rough Draft, for what Marx wrote here in 1857-58 in fact
also turns out to be the programme for the later work. Lik# the
Rough Draft, Volumes I and II of Capital are restricted to t
‘abstract study of the phenomenon of the formation of capital’,*% or
the analysis of the process of circulation and reproduction ‘M its
fundamental form’, where it is ‘reduced to its most abstract ex-
pression’,'%® that is, to ‘capital in general’. (Hence the assumption
made throughout that commodities are sold at their values.?®®) The
ical difference first emerges in Volume III of Capital.
When the Rough Draft speaks of profit, the general rate of profit,
and its tendency to fall, this is still a question of ‘profit in general’, the
‘profit of the capitalist class’, but not the profit of ‘one individual
capital at the expense of another’.2®® The study of thelatter (i.e. prim-
arily the transformation of values into prices of production, and the

On the subject of realisation; ibid. p.447. Cf. Theories II, p.493: ‘As
we have already found in the study of money . . . namely that it includes the
possibility of crises, this emerges even more in the study of the general nature
of capital, without having to develop the further real relations, which con-
stitute all the presuppositions of the real production process.’

165 Grundrisse, p.520.

156 jbid. p.639. Cf. ibid. p.661: ‘The simultaneity of the process of
capital in different phases. of the process is possible only through its division
and break up into parts each of which is capital, but capital in a different
aspect. This change of form and matter is like that in the organic body. For
example, if one says the body reproduces itself in 24 hours, this does not mean
it does it all at once, but rather the shedding in one form and the removal in
another is distributed, and takes places simultaneously . . . (Here then the
transition to many capitals).’

167 Cf. Capital I, p.269 (166).

188 Capital 11, pp.461, 510.

169 ‘Study of capital in general in which the prices of commodities are
assumed -to be identical with the values of commodities.’ (T heories II, p.515.)
160 Grundrisse, p.767.
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division of surplus-value into business profit, interest etc.) goes beyond
the context of ‘capital in general’. However, Volume III of Capital
‘progressively approaches the form’ in which ‘the forms of capital
appear on the surface of society, in the action of the different capltals
upon one another, in competition,’ and in the everyday consciousness
of the agents of production’.’®! At.this point the limits of ‘capital in
general’ — as the concept had been elaborated by Marx in the Rough
Draft — are far exceeded. Problems can now be dealt with, which
could only be hinted at in the earlier stages of the inquiry*®? — prob-
lems whose solution only becomes possible if we proceed from the
‘final pattern of economic relations, as it appears on the surface . .
to its inner, basic but hidden essential structure, and the conception
corresponding to it’.18s

We therefore consider that the categories of cap1ta1 in general’
and ‘many capitals’ provide the key to the understanding of not only
the Rough Draft, but also the later work, ie. Capitalf One should
not of course exaggerate the structural similarity of the two works. /
It should not be overlooked that the later reorganisation of the
original Book on Capital led; and had to lead, to a certain change in
the use of the concepts which underlay this book and that therefore
the meaning which these concepts have in Capital does not always
coincide with the one we have encountered in the Rough Draft.

It is of course true that in Capital, as in the Rough Draft, the
‘real inner movement’ of capitalist production is constantly con-
trasted with its ‘apparent’ movement displayed in competition. And
similarly the Hegelian distinction between ‘essence’ and ‘appearance’
is consistently-employed.’** We read in Volume I : “The general and
necessary tendencies of capital are to be distinguished from the
forms of their appearance . . . the way in which the immanent laws
of capitalist production manifest themselves in the external move-
ment of the individual capitals, assert themselves as the coercive laws
of competition . . . does not have to be considered here . . . but this
much is clear : a scientific analysis of competition is possible only if

1
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%
%
i
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181 Capital 111, p.25.

162 One example of this is  the definition of the concept of ‘socially neces-
sary labour’, which — as with the definition of accumulation — was only looked
at ‘abstractly, as one aspect of the immediate process of production’, (Capital
L p. 710 (565), and which could only be developed further from the standpoint
of the ‘concrete conditions’ in Volume III (see the next chapter for a more
detailed discussion).

168 Capital III, p-209. (T he concept is only an image of the ‘hidden
essential structure’ i.e. the actual prevailing social relations.)

164 Cf, Lukacs, History and Class Consciousness, p.7, n.9.




52 » The Making of Marx’s ‘Capital’

we can grasp the inner nature of capital, just as the apparent motions;
of the heavenly bodies are intelligible only to someone who is acquain-
ted with the real motions, which are not perceptible to the senses.’**5
Similarly in Chapter VI of Volume III : “The phenomena analysed
in this chapter require for their full development the credit system |
and competition on the world market . . . these more concrete forms
of capitalist production can only be comprehenswely presented, how- |
ever, after the general nature of capital is understood.’*®® In fact, all :
these efforts would not be. necessary, ‘if the appearance and the 3
essence of things directly coincided’;” but then ‘all science would ;
be . . . superfluous’. Since this is not the case, scientific investigation :
must proceed from the ‘surface appearances’ to Th?‘mﬁér’éggr;en ;
the ‘essential strutfiite’ of the economic process in order toT)—(ble
to discover the ‘law of appearances’,’®® and to uiiderstand thar this
appearance itself is necessary.’®® As far as this aspect is concerned °
the-methodological orientation of Capital is no different from that
of the Rough Draft. The difference lies elsewhere : namely, that in
Capital Marx regards that part of his inquiry which ‘progressively
approaches the surface forms in competition’ (i.e. Volume III) as
also belonging to the ‘general analysis of capital’. Hence the scope
of the latter analysis expands, and the framework of the analysis of
competition is narrowed down.?” This is proof that the distinction
between ‘capital in general’ and ‘many capitals’, which forms the
basis of the Rough Draft, also represents, ﬁrst and foremost, a ‘blue-

165 Capital I p.433 (316).

188 Capital 111, p.110. ‘In a general analysis of this kind it is usually
always assumed that the actual conditions correspond to their conception, or,
what is the same, that actual conditions are represented only to the extent
that they are typical of their general case.’ (cf. in addition p.831.) ‘We leave
this outside our scope, and we need present only the inner organisation of the
capitalist mode of production, in its ideal average as it were.’

167 ibid. p.817. (Cf. Marx’s letter to Engels of 27 June 1867, Selected
Correspondence, pp.178-79, and to Kugelmann of 11 July 1868, ibid.
PP-195-97.)

168 Capital I, p.421 (307).

189 Marx says in one of his notebooks from 1851, on the subject of
Ricardo’s view of competition that Ricardo ‘abstracts from what he considers
to be accidental. Another is to present the real process, in which both what he
regards as accidental movement, but which is constant and real, and- its law,
the average relation, appear as equally fundamental’. (Grundrme, German
edn. p.803. Cf. MEGA 111, pp.530-31.)

170 In contrast to the Rough Draft, in Ca [ntal the field of the theory of
competition’ is confined to the analysis of the ‘real movement of market prices’
(in antithesis to prices of production), and the study of competitive struggles
on the world market. See Capital III, pp.110, 235, 764, 831.
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print’, without which Marx’s economic system could never have
developed, but which — like any working hypothesis — can only lay
claim to full validity within specified limits.

V. THE SCOPE OF AND PROBABLE EXPLANATION
FOR THE CHANGE IN THE OUTLINE

What, then, are the results of our inquiry? In other words : what
does the change consist in, and how can it be explained?

The first question is not difficult to answer (see the schema at
the end of this chapter). We believe that we can conclude from our
examination of the Capital manuscripts that the last three books of
the six originally planned were never definitely ‘abandoned’ by Marx,
but rather destined for the ‘eventual continuation’ of the work. So the
real change in the outline only relates to Books I-III; it consists in
the fact that the second book (on landed property) was embodied in
Volume III of the final work, while the material for:the third book
(on wage-labour) was incorporated in the last section but one of
Volume I. However, in the case of the Book on Capital, i.e. Part 1
of the original outline, a regrouping took place in the sense that Sec-
tions b)~d) of this book were absorbed into Volume III of Capital in
the same order, while the first two volumes of the work correspond
almost completely to Section a) of the original Book on Capital. That :
is, they are confined to the analysis of ‘capital in general’.

It is true of course that what has been said here only relates to
the outward regrouping of the material dealt with in Marx’s system.
What motives lay behind it?

One thing is certain. They are not the reasons suggested by
Grossmann and Behrens! Rather, the change in the outline can be
explained by reasons already touched upon in the course of this
analysis; namely, that once Marx had accomplished the most funda-
mental part of his task — the analysis of industrial capital — the former
structure of the work, which had served as a means of self-clarifica-
tion, became superfluous. The Rough Draft itself provides an import-
ant pointer here because, although this manuscript was drafted
entirely in accordance with the intentions of the original outline,
none of the basic lines of thought which Marx later developed in
Volumes I and II of Capital are missing — with the exception of the
chapter on the wage and its forms. (We refer here to the sections of
the outline dealing with the production and circulation process.) This
shows that the entire analysis of the production and circulation
process of capital could have been carried out without going into any
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of the topics envisaged for the proposed book on wage-labour and 3
landed property. All that this analysis presupposed was the existence
of the relation of wage-labour — but this coincides, conceptually, with
that of capital itself. Everything else could, and had to be disregarded
in the first instance so that the category of capital could be elabor-
ated in its pure form.!™ In this respect the strict separation of the
areas of the inquiry, which formed the basis of the original outline,
was maintained throughout. However, what was initially useful and
necessary eventually had to turn out to be a superfluous and obstruc-
tive limitation. (All the more so as adhering to this separation would
have had to lead to the constant repetition of what had already been
presented.) The blueprint had served its purpose and could therefore
be dropped in the further stages of the analysis, without leading to
any fundamental changes in the results which had already been
obtained. This meant that the separate books on landed property,
and wage-labour could be given up, with their essential parts incor-
porated into the new work which only dealt with ‘capital’. Both are
to be found there, where they properly belong; the Book on Landed
Property in Volume III, because the real theoretical problem of
ground-rent could only be solved at this stage of the analysis, as a
continuation of the already completed analysis of industrial capital,
and its ‘secondary’ and ‘derived’’’? forms.1”® In contrast, the Book
on Wage-Labour goes directly into the analysis of the production
process of capital, i.e. into Volume I — in order to create one of the
necessary ‘links’ between the value-theory in Volume I and the theory
of prices of production developed in Volume III, by means of an

171 Cf. Grundrisse, p.81%. “The fixed definitions become themselves fluid
in the further course of development. But.only by holding them fast at the
beginning is their development possible without confounding everything.’

172 ‘Industrial capital, which is the basic form of the relation of capital,
as it rules bourgeois society and from which all other forms only appears as
secondary or derived - derived, like interest-bearing capital; secondary, i.e.
as capital in a particular function (which belongs to its circulation process)
such as commercial . . .’ (Theories 111, p.468.)

173 We read in Chapter XLIV of Volume III of Capital: ‘We must
clarify in our minds wherein lies the real difficulty in analysing ground-rent
from the viewpoint of modern economics . . . the difficulty is not to explain
the surplus-product produced by agricultural capital and its corresponding

surplus-value in general. This question is solved in the analysis of the surplus- ™

value produced by all productive capital in whatever sphere it may be invested.
The difficulty consists rather in showing the source of the excess of surplus-
value paid the landlord by capital invested in land in the form of rent, after.
equalisation of the surplus-value to the average profit among the various
capitals, after the various capitals have shared in the total surplus-value pro-
duced by thesocial capital in all spheres of production. . .’ (Capital III, p.782.)
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analysis of the category of the wage and its forms. (This last point
will be dealt with in more detail in the appendix to this chapter,
devoted to the Book on Wage-Labour.) '

List of draft outlines and outline notes considered by the author,
which relate to the structure of Marx’s work.

1) September 1857 Grundrisse, p.108

2) October 1857 Grundrisse, pp.227-228

3) November 1857 Grundrisse; p.264

4) November 1857 Grundrisse, p.275

5) February 1858 Letter to Lassalle 22 February 1858,
Selected Correspondence, p.9b.

6) April 1858 Letter to Engels 2 April 1858, ibid. pp.97-98

7) June 1858 Grundrisse, German edn., pp.855-859

8) January 1859 Contribution, p.19

9) February-

March 1859 Grundrisse, German edn., pp.969-978

10) December 1862 Letter to Kugelmann 28 December 1862,
. MEW Vol. 30
11) January 1863 Theories 1, p.414-416
12) July 1865 Letter to Engels 31 July 1865, MEW
Vol. 31

13) October 1866 Letter to Kugelmann 13 October 1866, ibid.
14) April 1868 Letter to Engels 30 April 1868, Selected

Correspondence, p.191-195
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‘THE ORIGINAL PLAN THE CHANGED PLAN
(6 Books)
1. ON CAPITAL ‘CAPITAL’ (3 Volumes):

a) Capita in general

1) Production process I. Production process of capital 3
: ' (Sec#ions) : :

1) Commodity and money

2) Transformation of money.
into capital

3-5) Absolute and relative
surplus-value

6) Wage :
%) Accumulation process 1

2) Circulation process IL. Circulation process of capitallj
3) Profit and interest III. Process of capitalist
S~  production asa whole.
’\,} 1-3) Profit and proﬁt rate
- -
b) Competition =~ 4) Merchant capital
¢) Credit system — — -T== 5) Interest and credit
d) Share-Capital— """ -

II. ON LANDED
PROPERTY 6) Ground-Rent

7) Revenues.

III. ON WAGE LABOUR—-

IV.STATE
V. FOREIGN TRADE
VI. WORLD MARKET

Unbroken lines: changes within the first three books
Dotted line : changes within the Book on Capital,

oo gk ke i o ot kel el




Appendix I.
The Book on Wage-Labour

1. Themes which were to have been includéd in the book

* One thing which should be noted from the outset is that we can-
not say exactly which themes were to have come under the scope of
the Book on Wage-Labour, as we have no pre01se information on th1s
subject. We are dependent chiefly (;ZZ comparison of the Rough Drajft
with the later work.’ ',Thus, as alreatly mentioned, there is no analysis
of the wage in the Rough Draft; in addition it also lacks any material
dealing with the length of the working day, the exploitative practices
of capital, and factory legislation, which Marx treated in such detail
in Volume I of Capital. According to the original outline all this was
to have been analysed in the Book on Wage-labour. We can find

-numerous remarks throughout the Rough Draft and Marx’s later
manuscripts which prove that this assumption is not an arbitrary one.

. The task of the “Theory of Wage-Labour’ is defined in the Con-
tribution in the following way: ‘Given labour-time as the intrinsic
measure of value, how are wages to be determined on this basis.”* In
other words : in general the amount of value, which the worker
receives in exchange with capital, is measured by the objectified
labour which is necessary to reproduce the worker’s capacity to work,
that is to physically maintain himself and his offspring. However,
how the ‘more or less’ which the worker actually receives as wages
is determined ‘is of such little relevance to the general relation that
it cannot be developed from the latter as such’.?2 The ‘real movement
of wages’ depends rather on laws which rule in the labour market (as
distinct from the market for commodities?), whose analysis has to be
reserved for a separate theory of wage-labour.*

1 Contribution, p.62.

2 Grundrisse, p.282.

3 IV. The exchange of a part of the capxtal for living labour-capacxty
can be regarded as a particular moment, and must be so regarded, since the
labour market is ruled by other laws than the product market etc . . . Moment
IV belongs in the section on wages etc.’ (ibid. p.521.)

4 Cf. Theories. ‘A rise or fall in wages can be the consequence of a change
in the supply and demand for labour-power or a consequence of a temporary
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But let us proceed further : ‘The basis for the development o
capitalist production is in general that labour-power, as the coms:
modity belonging to the worker, confronts the conditions of labour;
as commodities maintained in the form of capital, existing independ- 4
ently of the workers . . . The determination of the value of labour- 3
power, as a commodity, is of vital importance . . . It is only on this4
basis that the difference arises between the value of labour-power:
and the value which that labour-power creates — a difference which
exists with no other commodity, since there is no other commodity:
whose use-value, and therefore also the use of it, can increase its:
exchange-value or the exchange-values resulting from it. Therefore ;
the foundation of modern political economy, whose business is the}
analysis of capitalist production, is the conception of the value of;
labour-power as something fixed, as a given magnitude, as indeed it *
is in practice in each particular case.’® Marx also uses this premise |;
as'a matter of course when he approaches the analysis of capital and
the formation of capital ; that is, he initially assumes that the ‘worker :

is paid the economically just wage i.e. the wage as determined by the 4
general laws of economics’.®~ :

This was the only wa)f)in which the laws of the formation of

rise or fall in the price of necessary consumption goods (in comparison to
luxuries), changes in which can re-enter through changes in the supply and -
demand for labour-power, and the increase or fall in wages which this
occasions. The extent to which such rises or falls of wages bring about a rise -
or fallin the rate of profit has as little to do with the general law of the rise or -
fall of the rate of profit, as the marketprice of commodities has to do with'the
determination of their values. This is to be looked at in the Chapter bn the
real movement of wages.” (This is taken from Kautsky’s edition of the Theories,
where Marx’s original text was somewhat re-edited on the grounds of its diffi-
culty.) This question is dealt with in Capital Volume III, Chapter XI, ‘Effects
of General Wage Fluctuations on Prices of Production’.

8 Theories 1, p.44. Cf. Grundrisse, p.817: ‘Besides it is practically sure,
that. .. however the standard of necessary labour may differ at various epochs
and in various countries . . . at any given time the standard is to be con-
sidered and acted upon as a fixed one by capital. To consider those charges
themselves belongs together to the chapter treating of wage-labour.’

€ Theories 1, p.426. We must, however, remark here that in the Rough
Draft (and to a certain extent in the Theories) Marx tended to regard the
‘economically just wage’ as being identical with the physically minimum wage.
This incorrect view was not corrected until later. (See Engels’s note in Marx’s
Poverty of Philosophy, pp.51-52 ) ‘

In addition: as a comparison with the original text of the Theories
shows, Kautsky felt it necessary to erase all the places where Marx refers to
the ‘minimum wage’ and replace them with his own corrections in order not -
ta expose any of Marx’s *‘weak points’. (The two sections from Kautsky’s
edition which we have cited must have been left intact due to an oversight.)
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surplus-value ‘could be set out in their pure form, without ‘bringing
in accompanying circumstances which were distracting and foreign
to the actual course of development’. Naturally, these ‘fixed presup-
positions’ had to be dropped as soon as the analysis was transferred
from general relations to more concrete ones; likewise the assump-
tion of the ‘economically just wage’, i.e. the sale of labour-power at
its value. In concrete reality capital strives to increase its valorisation
(V erwertung), on the one hand by pushing down wages below the
value of labour-power, and on the other by extending the duration
of work beyond its normal limits (which amounts to the devaluation
of labour-power). Both of these methods” were to have first been
studied in the Book on Wage-Labour. ‘It is beside the point here,’ it
says in the Rough Draft, ‘that capital, in practice as well as in general
tendency, directly employs price as e.g. in the truck system, to
defraud necessary labour [i.e. the worker] and reduce it below its
measure . . . the contradictions must follow from the general relations
themselves and not from the fraud of individual capitalists. The
further forms which this assumes in reality belong to the doctrine of
wages.”® For the same reason, the ‘forcible extension of the working
day beyond its natural limits’ — which belongs together, among other
practices, with night-work and the inclusion of women and -children

. in the work-force — is assigned in the Rough Draft to the Chapter

on Wage-Labour (alternatively referred to as the ‘wage of labour’).?

K,(,QSIn contrast to the slave or serf relation the capacity to work of

the free wage-labourer ‘appears in its totality as his property, one of
his moments, over which he, as subject, exercises domination, and
which he maintains by alienating it’.?* Consequently the share of
the worker in his own product assumes the form of the wage. (‘If
labour did not possess the characteristic of wage-labour, then the
manner in which it shares in the products would not appear as
wages . . . an individual who participates in production in the form

7 Such methods are still employed, in all their brutality, in the ‘under-
developed’ parts of the capitalist world (for example in Central and South
America, Asia and Africa).

8 Grundrisse, p.426.

9 See the following passages in the Rough Draft: ‘The working day itself
does not recognise daylight as a limit; it can be extended deep into the night;
this belongs to the chapter on wages.’ (ibid. p.336.) And: ‘Surplus labour can
also be created by means of forcible prolongation of the working day beyond
its natural limits; by the addition of women and children to the labouring
population . . . but this is mentioned here only in passing, belongs in the
chapter on wage-labour.’ (ibid. p.399.)

10 Marx adds, “This to be developed later in wage-labour.’ (ibid. p.465.)
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of wage-labour shares in the products, in the results of production,
in the form of wages.’'* Although it is important to go into the trans--
formed shape which the value of labour-power must already assume
in the general analysis of capital, a study of the different forms which
the wage itself exhibits appears to be superfluous at the outset. And as
we cannot find such an analysis in the Rough Draft we can conclude
that it was reserved for the Book on Wage-Labour. Consequently
this would have been the place where Marx first considered the
different forms of the wage; in fact not only the two basic forms —
time and piece wages'? — but also such forms of payment as profit-
sharing,® ‘natural wages’ etc. In addition, according to the original
outline, the determination of the value of so-called personal services
was also to have been first examined in the Book on Wage-Labour,

inasmuch as these services are paid according to the laws of wages

proper.'*

We should also mention in this context that Marx (as already
noted)?® considered examining the laws of the reduction of so-called
qualified labour to simple average labour in the Book on Wage-
Labour. This appears surprising at first sight, especially if one sup-
poses there to be a. ‘gap’ here in Marx’s theory of value (as most
authors who have written on this question have done). However, Marx
had already solved the main problem, namely that of the reduction of
different human labours, in their individual and concrete character,
to undifferentiated simple average labour. Looked at in this way,
the question of the relationship of skilled to unskilled labour simply
represents a special case, which is reducible in the final analysis to'the
question of the ‘different value of labour-powers’, the study of which,
as Marx stressed;*® could proceed in the section on wage-labour. (We
shall see in Chapter 31 of this book how Marx thought this problem
could be solved).

11 bid. p.95.

12 We read in the Rough Draft: ‘The piece-work system of payment . . !
is only another form of measuring time . . .; it is here, in the examination of
the general relations, altogether beside the point.’ (ibid. p.282.)

13 ‘The recently and complacently advanced demand that the workers
should be given a certain share in profits is to be dealt with in the section on
wage-labour.’ (ibid. p.288.)

14 ‘The question of how the value of these services is regulated and how
this value itself is determined by the laws governing wages has nothing to do
with the examination of the relation we are considering, and belongs to the
Chapter on Wages.’ (Theories 1, p.404.)

15 See p.19.

18 Theories 111, p.165.
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2.Why did Marx abandon the separate ‘Book on Wage-Labour’?

So much then for the themes which Marx initially wanted to
include within the scope of a book specifically on wage-labour. Most
of them were later taken up in Volume I of Capital.}” As can be seen,
they are all questions which were irrelevant for the general develop-
ment of the capital relation in its ‘pure’ form, and they could there-
fore be disregarded in the first instance. However, our concern here
is not so much to become acquainted with the outlines of Marx’s
original plan, but rather to discover the reasons whichlater prompted
him to give it up. The further hlstory of the Book on Wage-Labour
seems to provide some valuable pointers in this respect.

We saw that the proposed outline of 1863 for Section I, pub-
lished by Kautsky, signified a change in the outline of 1857-58 inas-
much as it contains a separate item on the ‘Working Day’ which was
originally to have been dealt with in the Book on Wage-Labour. How-
ever, everything seems to indicate that in 1863 Marx was still keeping
to his old outline, and consequently to a separate Book on Wage-
Labour.

The first time that we can confirm that this book was finally
abandoned is in Volume I of Capital. This is shown by the extensive
empirical and historical analyses, which underpin the sections on
absolute and relative surplus-value and on the process of accumula-
tion, and which include for the most part themes which, according
to the old outline, were not to have been taken up until the Book
on Wage-Labour. We do not have to stress how much liveliness and
persuasiveness these detailed analyses contributed to the presentation
of Volume I. However, the essential results of the analysis for this
section (as the example of the Rough Draft shows) could have

“ been presented without this evidence, as Marx had originally inten-
ded.’® On the other hand what seems much more important is the
fact that Marx assimilated the main part of the proposed Book on
Wage-Labour into Volume I —~ namely the analysis of the wage and
its forms, which was still absent from the 1863 plan. We cannot say
when he decided to do this, although it was not before 1864. How-

17 The question of skilled labour and the examination of the ‘real move-
ment of wages’ were not taken up, the latter for the same reason that Marx
had for disregarding the ‘real movement of market prices’. (Capital III, p.76§.)

18 Cf, Marx’s letter to Engels of 10 February 1866. ‘I was unable to
proceed with the theoretical section proper’ [of Volume I. Marx is referring
here to his illness]. ‘My brain was too weak. Consequently I expanded the
section on the “Working Day” in a historical sense, which lay outside the
scope of my original plan.’ (MEW Vol.31, p.174.)
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ever, the reasons can be clearly seen in a letter from Marx to Engels !

of 27 June 1867.

The letter reads, ‘How is the value of a commodity transformed
into its price of production, in which (1) the whole labour seems to be
paid in the form of wages; (2) but surplus labour, or surplus-value,

assumes the form of an increase in price, called interest, profit etc., -

over and above the cost price (equals price of the constant part of
capital plus wages)?

The answer to this question presupposes :

1. That the transformation of e.g. the value of a day’s labour-
power into wages, or the price of a day’s labour has been explained.
This is done in Chapter 5% of this volume. . .’ (i.e. Volume 1.%°)

Thus, Marx himself states here why he chose to incorporate the
analysis of wages and their forms into Volume I (i.e. into the Book
on Capital, according to the earlier schema), although this was not
in line with his original intentions. It was to construct a necessary
link to the theory of the prices of production, which was to be presen-
ted later in Volume III. And if this does not seem to offer a direct
answer to the question of the causes of the change in the outline, then
the sudden alterations.in the Book on Wage-Labour do appear to
prove one thing; that the strict separation of the categories of capital
and wage-labour, which the old outline envisaged, could only be
taken up to a certain point, and then had to be abandoned. This is
one more proof that our hypothesis on the change in the outline is
the correct one. ‘

19 This must have been an error on Marx’s part (or his handwriting must~
have been incorrectly deciphered), as the subject mentioned here was in fact
dealt with in Chapter 19 of Volume I and not in Chapter 5. We read there:
‘The wage form thus extinguishes every trace of the division of the working
day into necessary and surplus labour, into paid labour and unpaid labour.
All labour appears as paid labour . . . In slave labour, even the part of the
working day in which the slave is only replacing the value of his own means
of subsistence, in which he therefore actually works for himself alone, appears
as labour for his master . . . In wage-labour, on the contrary, even surplus
labour or unpaid labour, appears as paid. In one case, the property relation
conceals the slave’s labour for himself; in the other case the money relation
conceals the uncompensated labour of the wage-labourer.’ (Capital 1, p.680
(539-40).) Cf. Capital II1, p.30 ‘The capitalist mode of production differs from
the mode of production based on slavery, among other things, by the fact that
in it the value, and accordingly the price of labour-power, appear as the value
or price of labour itself, or as wages.” (Marx thus refers the reader to Chapter
XIX.)

20 Selected Correspondence, p.179.




Appendix IT.

Methodological Comments on Rosa Luxemburg’s
Critique of Marx’s Schemes of Reproduction

Marxistliterature provides numerous references to the incorrect-
ness of Luxemburg’s criticism of the schemes of reproduction in
Volume II of Capital. What is strange, however, is the neglect of the
methodological premises which she adopted as the starting-point of
her criticism, although this seems to be the most interesting aspect,
and the point at which one really should begin.

Luxemburg herself saw two methodological questions as being
at the heart of her critique. One : should the processes of the economy
be reviewed from the standpoint of individual capital, or from that of
aggregate social capital? Two: is this latter method consistent
with the abstraction of a society composed solely of capitalists and
workers?

Rosd Luxemburg had no doubts about the answer to the first
question. We read in her Anti-Critique' : ‘The self-sufficient exist-
ence of the individual capital is indeed only an external form, the
surface of economic life, which only the Vulgar Economists regard
as the essence of things and their sole source of knowledge. Beneath
that surface and through all the contradictions of competition there
remains the fact that all individual capitals in society form a whole.
Their existence and movement are governed by common social laws,
which, with the unplanned nature and anarchy of the present system,
only assert themselves behind the backs of individual capitalists and
in opposition to their consciousness in a roundabout way, and purely
through deviations from the norm.’

For this reason Luxemburg considers that any serious theory in
the field of political economy must study economic processes ‘not
from the superficial standpoint of the market, i.e. the individual capi-
talist, the favourite platform of the Vulgar Economist’, but rather

1 Published ‘in Imperialism and the Accumulation of Capital, Luxem-
burg and Bukharin, London : Allen Lane 1972. Henceforth referred to as the
Anti-Critique.
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from that of ‘aggregate capital, i.e. in the final analysis the only
correct and appropriate standpoint’.

“This is precisely the standpoint which Marx systematically
developed for the first time in Volume II of Capital, but on which
his entire theory is based.’ For only then did Marx succeed in ‘extract-
ing from the chaos of contradictions and fumbling attempts of
Quesnay, Adam Smith and their poor imitators, for the first time,
and with classical clarity, the fundamental distinction between the
two categories, individual capital and aggregate capital’. ‘Marx’s

economic theory stands and falls with the concept of aggregate social - “J&

capital as a real economic magnitude, which finds its tangible expres-
sion in aggregate capitalist profit and its distribution, and whose
invisible movement initiates all visible movements of individual sums
of capital.’

Nevertheless, continues Luxemburg, Marx adhered to the theo-
retical abstraction of a purely capitalist society not only in Volume I
of Capital, but also in Volumes II and III. He therefore approached
the problem of the ‘reproduction and circulation of aggregate social
capital’ with an assumption which made any genuine solution of this
problem impossible. She writes, ‘It was at this point that I believed
I had to start my critique. The theoretical assumption of a society
of capitalists and workers only — which is legitimate for certain aims
of the investigation (as in the first Volume of Ca pztal the analysis of
individual capital and its practice of exp101tat10n in the factory) — no
longer seems adequate when we deal with the accumulation of aggre-
gate social capital. As this represents the real historical process of
capitalist development, it seems impossible to me to understand it if
one abstracts it from all conditions of historical reality. Capital ac-
cumulation as the historical process develops in an environment of
various pre-capitalist formations, in a constant political struggle and
in reciprocal economic relations.? How can one capture this process
in a bloodless theoretical fiction which declares the struggle and the
relations to be non-existent? Here it seems necessary, in the spirit of
marxist theory, to abandon the premise of the first volume, and to
carry out the inquiry into accumulation as a total process, involving
the material exchange of capital and its historical environment. If

2 Anti-Critique, pp.73, 86, 103.

3 We should add to this not only capital accumulation, but also the
circulation of capital in general. Since, ‘Within its process of circulation, in
which industrial capital functions either as money or as commodities, the
circuit of industrial capital, whether as money-capital or as commodity-
capital, crosses the commodity circulation of the most diverse modes of social
production, so far as they produce commodities.’ (Capital II, p.113.)
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ohe does this, then the explanation of the process follows freely from
Marx’s basic theories, and is consistent with the other portions of his
major works on economics.”® It must be admitted that the categories
of. ‘individual capital’ and ‘aggregate social capital’ represent a
fundamental difference of methodology which divides Marx’s econ-
omic theory from bourgeois, and especially Vulgar Economic,
theory.®{But in saying this e we in fact grasped what is most
essential in Marx’s method #ADoes this distinction really provide us
with the key to the understanding of Marx’s work and its structure?
Surely not. Luxemburg thinks that the individual volumes of Capital
are differentiated by the fact that Marx confines himself to the
analysis of individual capital in the first, and only proceeds to the
analysis of capital in its social connections in the second and third.
This is not in fact the case. The category of aggregate capital is coun-
terposed to that of individual capital in many places in Volume I.
This procedure is used to establish some very significant theoretical
results, such as for example, in the study of the factors which in-
fluence the rate and mass of surplus-value;® and in Part 7, in the
inquiry into the process of the accumulation of capital etc.” The
main difference is rather that the first two volumes do not go beyond
the analysis of ‘capital in general’ whereas the third volume does and
therefore represents the transition to the analysis of ‘many capitals’

4 Anti-Critique, p.61. Cf. the more detailed proof of this line of
argument in Accumulation of Capital, Chapter 25 and 26.

5 Cf. Chapter 2 of this work.

6 ‘The labour which is set in motion by the total capital of the society,
day in, day out, may be regarded as a single working day. If, for example, the
number of workers is a million, and the average working day is 10 hours, the
social working day will consist of 10 million hours. With a given length of this

] working day, whether the limits.are fixed physically or socially, the mass of

surplus-value can be increased only by increasing the number of workers, i.e.

\ the size of the working population. The growth of population here forms the

| mathematical limit to the production of surplus-value by the total social

i capital. And, inversely, with a given population this limit is formed by the
possible lengthening of the working day.’ (Capital I, p.422 (307).)

7 Cf.ibid. p.713 (568): ‘The illusion created by the money-form vanishes
immediately if, instead of taking a single capitalist and a single worker, we
take the whole capitalist class and the whole working class. The capitalist
class is constantly giving to the working class drafts, in the form of money, on
a portion of the product produced by the latter and appropriated by the

. former. The workers give these drafts back just as constantly to the capitalist
class, and in this way, obtain their allotted share of their product. The trans-
action is veiled by the commodity-form of the product, and the money-form of
the commodity.’ Cf. ibid. p.719 (573): ‘From the standpoint of society then,
the working class even when it stands outside the direct labour process is just as
much an appendage of capital as the lifeless instruments of labour are.’
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and their interaction with one another, ie. capital in its reality’. -

In other words : the concepts of ‘individual capital’ and ‘capital
in general’ are by no means identical. The second is much broader
than the first, with the result that, according to Marx, ‘the aggregate
capital of society’ can be studied most successfully in the context of
‘capital in general’ — and in fact, must be. The best example of this is
provided by Part III of Volume II, precisely the one criticised by
Rosa Luxemburg. And thus we come to her second methodological
question; whether the study of economic processes from the stand-
point of aggregate capital can be made consistent with the abstrac-
tion of a society composed solely of capitalists and workers?

It is clear that the criticisms which Luxemburg makes against
the schemes of reproduction in Volume II would only have been
justified if Marx had wanted to portray the process of the reproduc-
tion of social capital by means of these schemes, not simply in its
‘abstract expression’, in its ‘fundamental form’® but also in the
course of its actual historical development. We know that he did not.
Luxemburg has to assume this because she considers that when we
analyse aggregate social capital — in contrast to individual capital -
we not only have to deal with economic processes in their entirety,
but at the same time, with the direct, concrete reality of capitalism.
Only then is it possible to understand why she saw the analysis in
Part III as a ‘bloodless fiction’ and why she accused Marx of
abstracting ‘from all the conditions of historical reality’, in this
respect. From all the conditions? If we look closer, it turns out that
although Luxemburg speaks of all conditions, she actually only means
one — namely the existence of a non-capitalist environment, the so-"
called third person. And this is no accident, for if one wanted to
take Luxemburg at her word, and make the validity of the economic
laws discovered by Marx dependent on the strict consideration ‘of
all the conditions of historical reality’, not only would the schemes of
reproduction prove to be ‘fictions’, but so too would the entire results
of the analysis in Capital. It is well known that any theoretical
abstraction will always come off second best in the court of naked
empiricism.

It certainly is true that the accumulation of capital ‘as a his-
torical process’ presupposes ‘from the first to the last’ a milieu of
pre-capitalist economic formations, with which it ceaselessly inter-
acts.® However, it presupposes many other things ‘from the first to

8 See p.50 above.
9 This is dealt with very mcely by Trotsky in his Permanent Revolutwn
‘Capitalist development — not in the abstract formulae of the second volume
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the last’. such as competition within and between countries, the failure
of values to coincide with prices, the existence of an average rate of
profit, external trade, the exploitation of countries where the pro-
ductivity of labour is lower by their more fortunate competitors etc.
These are all things which Marx rightly disregards in his abstract
schemes of reproduction, but which, like the ‘historical environment
of capitalism’, cannot be passed over when one adopts the stand-
point of ‘reality’, as conceived empirically.

In other words: the confrontation of the schemes with his-
torical reality either proves too much, or nothing at all. Luxemburg’s
inconsistency emerges clearly at this point. But not only at this point !
She refers with satisfaction to the alleged gaping contradictions which
emerge between the reproduction schemes in Volume II and the
‘conception of the entire capitalist process and its development, as
set out by Marx in Volume III of Capital’*® However, she herself
repeatedly (and correctly) maintained that Marx not only proceeded
under the assumption of a society composed solely of capitalists and
workers in Volumes I and II, but also in Volume ITI*! — i.e. he pro-
ceeded from an assumption which supposedly excluded a correct
conception of the accumulation process from the outset! How can
one reconcile the statements? How could Marx, using the same
assumptions which led him astray in Volume II, arrive at diametric-
ally opposed conclusions in Volume III — conclusions which Luxem-
burg regarded as correct. Again too much is proved here — more than
is compatible with the starting-point of Luxemburg’s critique. It is
not difficult to discover the source of all these errors, once one has
read the Rough Draft. It lies in the complete neglect of Marx’s cate-
gory of ‘capital in general’, and further in the failure to appreciate
the role which is allotted to the abstraction ‘a pure capitalist society’
in marxist methodology. Marx himself says on this: ‘In considering
the essential relations of capitalist production it can.therefore be
assumed that the entire world of commodities, all spheres of material
production . . . are (formally or really) subordinated to the capitalist

of Capital, which retain all their significance as a stage in analysis, but in
historical reality — took place and could only take place by a systematic
expansion of its base. In the process of its development, and consequently in
the struggle with its internal contradictions, every national capital turns in an
ever-increasing degree to the reserves of the “external market”, that is, the
reserves of the world-economy. The uncontrollable expansion growing out of
the permanent internal crises of.capitalism constitutes a progressive force up
to the time when it turns into a force fatal for capitalism.’ (p.153.)

10 Accumaulation. of Capital, p.345.

11 {bid. p.331.
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mode of production (for this is what is happening more and more
completely; this is the objective in principle, and only if this is
attained will the productive powers of labour be developed to their
highest point). On this premise, which expresses the limit {of the
process] and which is therefore constantly coming closer to an exact
presentation of reality, all labourers engaged in the production of
commodities are wage-labourers, and the means of production in
all these spheres confront them as capital.’?

Naturally this does not mean that Marx for one moment con-
fused this methodological assumption with the reality of capitalism.
His main concern was to understand the capitalist mode of produc-
tion in concrete reality. However he regarded the meéthod of the
‘ascent from the abstract to the concrete’ as being the only adequate
scientific means of achieving this — he had already outlined this
method in his Introduction and he later employed it in the Rough
Draft and Capital. That is : according to Marx, in order to examine
the inherent laws which form the basis of the capitalist mode of pro-
duction, the ‘development’ of capital, in both its production process,
and the processes of reproduction and circulation, had to be studied
initially in ‘ideal average’, as a ‘general type’, in which all the ‘con-
crete forms’ of capital (e.g. the existence of non-capitalist strata) were
to be disregarded.

And this analysis was in no way confined to the analysis of
individual capital (which would be in accordance with Luxemburg’s
conception) since the ‘capital of society as a whole’ can and must
also be conceived of as ‘capital as such’ or ‘capital in general’ in
line with the particular aims of the analysis.!®* Let us remind the
reader of the section from the Rough Draft quoted in the previous
chapter : ‘If I contemplate the aggregate capital of a country, e.g. as
distinct from aggregate wage-labour, or if I look at capital as the
general economic basis of a class, then I look at it in general.” One
cannot agree at all that this represented a ‘bloodless fiction’ — in con-
trast to the study of individual capital.

Admittedly we could ask here whether the reproduction process
of aggregate social capital presupposes a multiplicity of capitals? And
whether therefore the study of this process should be excluded from
the analysis of ‘capital in general’ and be assigned to that of ‘many

12 Theories 1, pp.409-10. Cf. Capital III, p.175: ‘But in theory it is
assumed that the laws of capitalist production operate in their pure form. In
reality there exists only approximation; but this approximation is the greater
the more developed the capitalist mode of production and the less it is amal-
gamated with the survivals of former economic conditions.’

18 Grundrisse, p.346.
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capitals’ i.e. competition? (Marx himself may have had similar
thoughts for a while, as one could conclude from one passage in the
Rough Draft.)** However, what the reproduction process of social
capital requires conceptually is simply the existence of exchange
relations between the two departments of social production — the
industry producing the means of production, and that producing
the means of consumption (which one can imagine as being repre-
sented simply by two separate capitals), but not competition in its
real sense. Of course ‘multiplicity is given once one has duality’,
and hence ‘a transition from capital’ in general to ‘particular capitals,
real capitals’ would follow.’® However, this in no way excludes an
abstract inquiry within the framework of ‘capital in general’. And
this is also the reason why such an inquiry can already be found in
Volume II of Capital — before Marx proceeded to the study of the
‘action of many capitals upon each other’, the average rate of
profit etc. However, we do not have to go back to the Rough Draft to
convince ourselves of the soundness of this interpretation, since Marx
advocates this same standpoint with unmistakeable clarity in the
T heories of Surplus-Value (well known to Luxemburg, and held in
high regard by her). '

C Weread in the Introductory Remarks to the chapter on ‘Crises’
in Part II of the Theories : ‘Here we need only consider the forms
which capital passes through in the various stages of its develop-
ment. The real conditions within which the actual process of pro-
duction takes place are therefore not analysed. It is assumed through-
out, that the commodity is sold at its value. We do not examine the
competition of capitals, nor the credit system, nor the actual com-
position of society, which by no means consists only of two classes,
workers and industrial capitalists; and where therefore consumers
-and producers are not identical categories The first category, that
of the consumers (whose revenues are in part not primary, but
secondary, derived from profits and wages), is much broader than
the second category (producers), and therefore the way in which
they spend their revenue, and the very size of the revenue, give rise
to very considerable modifications in the economy and particularly
in the circulation and reproduction process of capital. Nevertheless,
just as the examination of money — both insofar as it represents a
form altogether different from the natural form of commodities,

14 ibid. p.521.

15 {bid. p.449. (This passage does in fact refer to credit, as does a
similar passage in Theories II, p.211; however, the point which is made can
be applied to the process of reproduction.)
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and also in its form as means of payment — has shown that it con-
tained the possibility of crises; the examination of the general nature
of capital, even without going further into the actual relations which
all constitute prerequisites for the real process of production, reveals
this still more clearly.”®

In contrast, in another part of the same volume we read, ‘But
now the further development of the potential crisis has to be traced —
the real crisis can only be deduced from the real movement of capital-
ist production, competition and credit ~ insofar as the crisis arises
out of the special aspects which are peculiar to capital as capital,
and not merely comprised in its existence as commodity and
money.’? )

And as if in a foreboding of the fact thathe would be criticised if
he ever disregarded the ‘actual relations’ at this level of the analysis,
Marx wrote, a few lines later : ‘Furthermore it is necessary to describe
the circulation or reproduction process before dealing with the
already existing capital® — capital and profit’® — since we have to
explain, not only how capital produces, but also how capital is pro-
duced. But the actual movement starts from the existing capital —i.e.
the actual movement denotes developed capitalist production, which
starts from and presupposes its own basis. The process of reproduc-
tion and the predisposition to crisis which is further developed in it
are therefore only partially described under this heading and require
further elaboration in the chapter® on Capital and Profit.’2*

For: “The crises in the world market must be regarded as the
real concentration and forcible adjustment of all the contradictions
of bourgeois economy. The individual factors, which are condensed
in these crises, fnust therefore emerge and must be described in each
sphere of the bourgeois economy and the further we advance in our
examination of the latter, the more aspects of this conflict must be

18 Theories 11, pp.492-93. Luxemburg quotes the same passage in her
book without giving the slightest attention to the most important thing there —
Marx’s distinction between the ‘general nature of capital’ and the ‘real
relations’,

17 Theories 11, pp.512-13.

18 See Note 129 on p.44.

19 We know that in the draft outline on p.g78 of the German edition of
the Grundrisse this denotes a part of the work which corresponds to Volume
IIT of Capital as far as its subject matter is concerned.

20 This should read ‘Section’ or ‘Book’.

21 Theories II, p.513. Marx himself refers here to the relation between
the section on Crises in Volume III of Capital and that on the reproduction
schemes in Volume II (which deals with the supposed contradiction which
Luxemburg saw between Volumes II and III).
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traced on the one hand, and on the other hand it must b e shown that
its more abstract forms are recurring and are contained in the more
concrete forms.’?2 There are therefore ‘a multitude of moments, con-
ditions, possibilities of crisis, which can only be investigated by observ-
ing the concrete relations, namely the competition of capitals and
credit.’?® Marx therefore dispensed with their presentation at this
stage. According to his outline the detailed analyses of the social
process of reproduction and crises as concrete phenomena were, in
the main, to have been reserved for a later part of his work?* as at
this stage of the analysis Marx had two other principal concerns. 1.
why does the ‘general possibility of crisis become reality’2® for the first
time in the capitalist mode of production, and 2. how, despite this, a
‘moving equilibrium in an expanding capitalism is possible’ (although
this is very relative and subject to periodic disturbances).2® This does
not of course exclude the concretisation of the analysis at a sub-
sequent stage : in fact, it demands it.2” (One example of a successfully
concrete analysis is provided by Cha : of
Capital. One should also note W on
_D.878 of that volume where he expressly refers to the necessity for
further concretisation.)

So one can see that the ‘bloodless fiction’ for which Luxemburg
rebukes Marx is none other than the study of the social reproduction
process in the context of ‘capital in general’. This demonstrates the
extent to which she misinterpreted the method of Capital, and con-
sequently what little trust we can place in her critique of Marx’s
reproduction schemes. (It shows too how right Lenin was when he
described the failure to understand the methodology of Capital as the
weakest aspect of marxist economic theory at the time of the Second
International.)?® It is true that Luxemburg energetically points out
the basic distinction between the study of economic processes from
the perspective of individual capital, and from that of aggregate
social capital; these pages are among the best in her book. However,

22 {bid. p.510.

23 1bid. p.512.

24 ‘T exclude Sismondi from my historical survey here because a critique
of his views belongs to a part of my work dealing with the real movement of
capital (competition and credit).” Theories III, p.53.

28 Theories 11, p.514.

26 Bukharin, Imperialism and the Accumulation of Capital, p.154.

27 It must be significant in some sense that the methodological remarks
made in Volume II of the Theories did not come to the attention of either
Luxemburg or her critics.

28 See Lenin, Collected Works, Vol.38, p.180.
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at the same time she confuses the equally fundamental distinction
between ‘capital in general’ and capital ‘in reality’, ‘many capitals’,
In her view only individual capital permits an abstract method of . ;
study, whereas the category of aggregrate social capital should be ?
used as a category to represent direct reality. ;
Hence her constant references to ‘historical reality’ versus ‘theo- }
retical fiction’, her mistaken critique of Marx’s reproduction schemes, .
and finally her inability to undertake a concrete marxist theoretical
development of the valid kernel of her book, namely, her insistence :
on the conflict between capital’s limitless drive for valorisation, and :
- the restricted purchasing power of capitalist society, as one of the
principal sources of capitalism’s political and economic expansion.
And regardless of how unsatisfactory her own solution to this
question might have been, she retains the merit of having placed this
perspective back in the centre of discussion; a perspective which fol-
lows directly from Marx’s theory itself, but one which posed intract-
able problems for the reformist epigones of the Second International.
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Karl Marx and the Problem of Use-Value
in Political Economy*

Beforeproceeding to a presentation of the contents of the Rough
Draft we want to raise a methodological question which has been
_very neglected in previous marxist literature,? the answer to which,
however, contributes fundamentally to our knowledge of the Rough

-Draft. The issue is that of the role of use-value in Marx’s economics. -

1. .

Among Marx’s numerous critical comments on Ricardo’s system
the most striking can be found only in the Rough Draft, namely that
Ricardo abstracts from use-value in his economics,® that he is only
‘exoterically concerned’* with this important category, and that con-
sequently for him it ‘remains lying dead as a simple presupposition’.®

We should now examine this criticism more closely. Strangely
enough, it concerns not only Ricardo, but also many of Marx’s pupils,
as it has been a tradition among marxist economists to disregard use-
value, and place it under the scope of the ’knowledge of merchandise’
(Warenkunde). For example, Hilferding in his reply to Bohm-
Bawerk : “The commodity is the unity of use-value and value, but
we can regard that unity from two different aspects. As a natural
thing it is the object of a natural science ~ as a social thing, it 9}/
object of a social science, political economy.

The object of economics is the social aspect of the commodity,
of the good insofar as it is a symbol of social inter-connection. On

1 Originally published in the Swiss journal Kyklos, 1959.

2 We can name two works which constitute an exception: first, the work
of the Russian economist I.I.Rubin on Marx’s Theory of Production and Con-
sum ption of 1930, which was unfortunately unavailable to the author; second
(at least in part) Grossmann’s last work Marzx, die klassische NationalGkonomie
und das Problem der Dynamik, (mimeographed) New York.

3 Grundrisse, p.267.

4 ibid. p.647.

8 ibid. p.320.
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the other hand the natural aspect of the commodity, its use-value,

lies outside the domain of political economy.’®

At first glance this appears to be simply a paraphrase of the
well-known section from Marx’s Contribution. However, how does 4

this passage actually read in Marx?

“To be a use-value is evidently a necessary prerequisite of the 4§
commodity, but it is immaterial to the use-value whether it is a com- 3

modity. Use-value as such, since it is independent of the determinate ,'

economic form, lies outside the sphere of investigation of political A
economy. It belongs in this sphere only when it is itself a determinate -§

form.””

tences is tantamount to clumsy distortion of Marx’s real view.
Or, we can take a more recent marxist author, P.M.Sweezy. In
his work the Theory of Capitalist Develo pment, which s tended to

popularise Marx’s economics, we read : ‘Marx excluded use-value :
(or as it would now be called, ‘utility’) from the field of investigation 3

of political economy on the ground that it does not directly embody
a social relation. He enforces a strict requirement that the categories
of economics must be social categories, i.e. categories which rep-
resent relations between people. ‘It is important to realise that this is

6 R Hilferding, Béhm-Bawerk’s Criticism of Marx, Clifton NJ: Kelley,
1949, p.130.

7.Contribution, p.28.

8 Bernstein noticed this immediately and chafes Hilferding in his dis-
cussion of the latter’s text (in Dokumenten des Sozialismus 1904 Heft 4,

PP.154-57) on the subject of the discrepancy between his formulation of the -

question and Marx’s own. He writes, ‘Marx is not so daring as to throw use-
value completely out of political economy’, and if Hilferding does this, ‘then
he stumbles from his lofty position as an interpreter of Marx into depths far
below those of the university professors whom he holds in such low regard’.
However, these sarcastic remarks do not obscure the fact that Bernstein him-
self had no idea how to deal with the discrepancy, and was only able to solve
it through a convergence of Marx’s theory with the economists of the ‘psycho-
logical school’.

Hilferding’s reply turned out to be very weak. ‘Use-value can only be
designated a social category when it is a conscious aim of society, when it has
become an object of its conscious social action. It becomes this in a socialist
society, whose conscious management sets as its aim the production of use-
values; however, this is in no way the case in capitalist soc1ety . However,
although use-value can be designated as a social category in a socxahst society
it is not an economic category, not an object of theoretical economic analysis,
since a consciously directed relation of production does require this analysis.’
(Neue Zeit No.4, 1904, pp.110-11.)

It must be conceded that the original differs considerably from 3
the copy,? and that Hllf%dmg s arbitrary reproduction of these sen- ¥
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in sharp contrast to the attitude of modern economic theory . ..”? -
Sweezy’s presentation does not differ substantially from that
normally found in popularisations of marxist economics.?® However,
in his case the mistake is even less forgivable, as not only did he have
access to the T heories of Surplus-Value, but also the Marginal Notes
on A.Wagner,® where Marx discusses the role of use-value in his
economic theory in great detail. :
He says there on Wagner, ‘Only a wvir obscurus, who has not:
understood a word of Capital could conclude : Because Marx dis-'
misses all the German professional twaddle on “use-value” in general
in a footnote on “use-value” in the first edition of Capital and
refers the reader who would like to know something about real use-
value to “manuals dealing with merchandise”?? therefore use-value
plays no role for him . . . If one is concerned with analysing the
“Commodity”, the simplest concrete economic entity, all relations
which have nothing to do with the object of analysis must be kept at
a distance. However, what there is to say about the commodity, as
far as use-value is concerned, I have said in a few lines; but, on the
other hand, I have called attention to the characteristic form in which
use-value — the product of labour!® —appears in this respect; namely,
“A thing can be useful and the product of human labour, without
being a commodity. Whoever directly satisfies his own needs with the

.9 o0p. cit. p.26.

19 The philosopher Marcuse goes to the other extreme when he writes,
‘wlien Marx declares that use-value lies outside the scope of economic theory,
he is at first describing the actual state of affairs in classical political economy.
His own analysis begins by accepting and explaining the fact, that, in capital-
isms, use-values appear only as the “material bearers of exchange-value”
(Capital 1, p.126(36)). His critique then refutes the capitalist treatment of use-
values and sets its goals on an economy in which this relation is entirely
abolished.” (Reason and Revolution, p.304.)

The arbitrariness of this interpretation is immediately obvious. In the
first place the passage quoted from the Contribution is not concerned exclu-
sively with classiéal political economy, but with political economy in general.
Secondly, Marx nowhere states that use-values are only ‘material depositories
of exchange-value’, but rather that they are so ‘at the same time’, which is
quite another question. Finally, Marx never set himself the task of combat-
ting the capitalist treatment of use-values, but rather of scientifically explain-
ing the fact, peculiar to capitalism (and to commodity production in general),
that for use-values to be able to satisfy human needs, they must first prove
themselves as exchange-values.

11 Marx’s last economic work, printed in MEW Vol.19, pp.355-89. An
English translation was published in Theoretical Practice, Issue 5, spring
1972.

12 See Contribution, p.28.

18 This should read, ‘insofar as it is the product of labour’.
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product of his ewn labour creates, indeed, use-values, but not com-

modities. In-order to produce. the latter, he must not only produce
use-values, but use-values. for others, social use-values . . .”** Hence 3§
use-value itself ~ as the use-value of a “commodity” — possesses a- 3
historically specific character . . . It would therefore be sheer word- §
spinning to use the opportunity provided by the analysis of the com- ~
modity — because it presents itself as, on the one hand a use-value or 3

good, and on the other a “value” - to add on all kinds of banal reflec- i

tions about use-values or goods which do not form part of the world ‘2 j
of ‘commodities [in the way that standard university economics:

does] ... On the other hand the vir obscurus has overlooked the fact i

that I do not. stop short in my analysis of the commodity at the

double manner inwhich it presents itself, but 1mmed1ately go on §

to say that in-the double being of the commodlty there is represented:
the twofold character of labour, whose product the commodity is :
useful labour, i.e. the concrete modes of labour which create use-
values, and abstract labour, labour as the expenditure of labour-
power, irrespective of whatever “useful” way itis expended (on which
my later representation of the production -process is based); that in
the development of the value-form of the commodity, in the last
instance of its money-form and hence of money, the value of com-
modity is represented in the use-value of the other, i.e. in the natural
form of the other commodity; that surplus-value itself is derived
from a “specific” and exclusive use-value of labour-power, etc. etc.
That is, use-value plays a far more important part i in my_ecor}_qr_mcs,
than'in economics hltherto,15 but n.B. that it is only ever taken into
account when this arises from the analysis of given economic forms,
and not out of argumg “backwards and forwards about the concepts
‘of words “use-value”..and “value”.’®

v~ Thisthenis Marx’s view. It is clear from this that the traditional

marxist mterpretatlon of Hllferdmg, Sweezy et al, cannot possibly -
be correct, and that in this instance the authors mentioned above —
without knowing it — do not follow their teacher, Marx, but rather
Ricardo, the man he criticises.

IL.

However, what is the basis of Marx’s critique, and how should
we actually interpret the objections to Ricardo which are mentioned
at the beginning?

14 Quoted from Capital I, p.131 (40).
156 Marx refers here, of course, to the economics of Smith and Ricardo.
16 MEW Vol.19, p.371.- :
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To answer this we have to go back to-the basic methodological
assumptions of the marxist system. = okt L
P We know that, in contrast to the Classical school/Marx’s :Z,ﬁlreE

theoretical effort was directed at uncovering the ‘particular laws

which govern the emergence, existence, development and dea

given social order, and its replacement by another higher one e

thus regarded the capitalist mode of production as ‘merely a hiStorical

"~ mode of production, corresponding to a certain limited epoch in the

) development of the material conditions of production’,® and the
‘ categories of bourgeois economics as ‘forms of thought expressing
with social validity the conditions and relations of a definite, his-
torically determined mode of production’.2®

But how can theory arrive at a knowledge of such partlcular
laws, which have only a historical claim to validity? And how can
these laws be brought into consonance with the general -economic
r determinants which apply to all social epochs since .‘all epochs
L of production have certain features in common’, a fact which
| ‘arises already from the identity of the subject, humanity, with
{; the object, nature’.2® Consequently, nothing is easier than ‘to con-
" found or extinguish all historical differences under general human
laws’, by picking out these common characteristics.?? For example,
‘even thbugh the most developed languages have laws and charac-

J Kaufmann’s description of Marx’smethod of i mvestlgatlon quoted
by Marx in the Afterword to the Second Edition of Volume I of Capital,

p.102 (19).
2 Capital 1L, naso—

19 Capital 1, p.169 (76).

20 Grundrisse, p.85. Hence, ‘no society can go on producing, in other
words, no society can reproduce, unless it constantly reconverts a part of its
products into means of production, or elements of fresh products’. (Capital I,
p.711 (566). For this purpose, therefore, it must maintain a certain production
between the growth of the industries producing the means of production, and
those ;producing the means of consumption (Departments I and II in Marx’s
schemies of reproduction), accumulate reserves etc. On the other hand, in any
socxety, a certain quantlty of surplus labour has to be carried out by the
members of that society in order that it may have ‘at its disposal, so to speak,
a fund for development, which the very increase in population makes necessary’
] (T heories 1, p.107). “If we strip both wages and surplus-value, both necessary

and surplus labour of their specifically capitalist character, then certainly

there remain not these forms, but merely their rudiments, which are common

. to all social modes of production.’ (Capital 111, p.876.) And finally, ‘No society

*“can prevent the disposable labour-sime of society one way or another from

regulating production.’ (MEW Vol.32, p.12.) And consequently this material

basis of the determination of value will also have consxderable significance
under socialism. (Cf. Capital I1II, p.851.)

21 Grundrisse, p.87.
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teristics in common with the least developed, nevertheless, those }
things which determine their development’ must express ‘the dis-
tinction between what they have in general and what they have in
common’. Similarly the task of political economy is, above all, the 3
investigation of the laws of development of the capitalist period,
which it studies ‘so that in their unity’ (the unity between this period
with earlier ones through the features which they have in common), 4
‘the essential difference is not forgotten’,2? 3

But what constitutes development in the sphere of the economy ?.
It is precisely that process in which it expresses its specific social

character! ‘To the extent that the labour-process is solely a process 88

between man and nature, its simple elements remain common to all
forms of social development. However, each definite historical form |
of this process marks a further development in its material basis and
social forms.’?® Here it is the social forms which are the decisive

factor — as distinct from their naturally given ‘content’. They alone &

represent the active, forward-moving element,?* for ‘natural laws 3
cannot be abolished at all. What can change in historically different-
circumstances is only the form in which these laws assert them- 1
selves.’2® : o ‘

We cannot go any more closely here into the fundamental marx- §
ist distinction between ‘Form’ and ‘Content’ in economics, (The influ-
ence of Hegel’s Logic is easily discernible here.?®) One fact though is
certain : for Marx it is the economic forms which serve to distinguish 4
the particular modes of production, and in which the social relations |
of economic individuals are expressed. For example, as he says when

22 tbid. p.85.

28 Capital 111, p.883. :

24 Cf. Hegel’s Science of Logic, Volume II, p.79. ‘Matter is determined °
as indifferent: it is the passive as against the active . . . Matter must be

formed and Form must materialise itself — must in Matter give itself self- ‘=

identity and persistence.’
26 Marx’s letter to Kugelmann, 11 July 1868. Selected Correspondence, %

p.196.

26 The Russian political economist I.I.Rubin wrote in another context :
‘One cannot forget that, on the question of the relation between content and
form, Marx took the standpoint of Hegel and not of Kant. Kant treated form
as something external in relation to the content, and as something which -
adheres to the content from the outside.- From the standpoint of Hegel’s
philosophy, the content is not in itself something to which form adheres from
the outside. Rather, through its development, the content itself gives birth to
the form which was already latent in the content. Form necessarily grows from
the content itself.’ (Essays on Marx’s Theory of Value, Detroit: Black and

Red 1972, p.117.)
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criticising Rossi: ‘the “forms of exchange” seem [to Rossi] to be a
matter of complete indifference. This is just as if a physiologist were
tosay that the different forms of life are a matter of complete indiffer-
ence, since they are all only forms of organic matter. It is precisely
those forms that are alone of importance when the question is the
specific character of a mode of social production. A coat is a coat.
But have it made in the first form'of exchange; 2 and you have
capitalist production and modern bourgeois society; in the second, ®
and you have a form of handicraft which is even compatible with
Asiatic relations or those of the Middle Ages etc.”?” For, ‘in the first
case the jobbing tailor produces not only a coat, he produces capital;
therefore also profit; he produces his master as a capitalist and him-
self as a wage-labourer. When I have a coat made for me at home by
a jobbing tallor,QOr me to wear, that no more makes me my own
entrepreneur (in the sense of an economic category) than it makes
the entrepreneur tailor an-entrepreneur when he himself wears and
consumes a coat made by his workmen.’?®

And in another passage : “The agrlcultural labourers in England
and Holland who receive wages which are “advanced” by capital
“produce their wages themselves” just like the French peasant or the
self-sustaining Russian serf. If the production process is considered
in its continuity, then the capitalist advances the worker as “wages”
today only a part of the product which he produced yesterday. Thus
the difference does not lie in the fact that, in one case, the worker
produces his'own wage, and does not produce them in the other . ..
The whole difference lies in the change of form, which the labour
fund produced by the worker undergoes, before it returns to him in
the form of wages . . .2

Hﬂ%@m&aal forms of productlon and dlstrlbu-b
tion which, in Marx’s view, constitute the real object of economic
analysis; and it is just this ‘lack of the theoretical understanding
needed to distinguish the different form of economic relations’ com-
bined ‘with a crude obsession with the material’ which characterises

é) The form in which the tailor produces the coat for sale ready-made.
b) The form in which the tailor is provided with the material and a
wage by the person who wants the coat.

27 Marx’s comments here refer to the following sentence from Rossi:
‘Whether one buys ready-made clothesfrom a tailor, or whether one gets them
from a jobbing-tailor who has been given the material and a wage, as far as
the results are concerned the two actions are perfectly similar. (Theories 1,
p295) . -
28 T heories I, pp.295-96.

22 Theories 111, p.424. (Cf. Grundmse, p.87. )

D
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previous economics, even in its. best representatives.*’ Only R. J ones
and Sismondi are exempt from this criticism.®*)
With this we come to the end of our methodological excursus.
 Meanwhile the reader will have noticed that we have simultaneously
answered — in very general terms — the question of the role of use-
value in Marx’s economics. How did that passage run which we
quoted at the beginning, from Marx’s Contribution? In its ‘independ-
ence from the determinate economic form’ use-value ‘lies outside the
sphere of investigation of political economy. It belongs in this sphere
only when it is a determinate form itself ’ In other words, whethér
use-value should be granted economic significance or not can only
be_decided in_accordance with its relation to the social relations of
prod ion. It is certainly an economic category to the extent that it
influences these relations, or is itself influenced by them. However,
apart from that — in its raw ‘natural’ characteristics — it falls outside
the scope of political eco‘nomy.[6}', as it says in the Grundrisse :
‘Political economy has to do with the specific social forms of wealth
or rather the production of wealth, The material of wealth, whether
subjective, like labour, or objective, like objects for the satisfaction of
natural or historical needs, initially appears as common to all epochs
of production. This material therefore appears initially as mere pre-
supposition, lying quite outside the scope of political economy, and
falls within its purview only when it is modified by the formal rela-
tions or appears as modifying them.’®?

e

IT1.

Regarded in this way, the question of the difference between
Marx and Ricardo on the role of use-value in economics no longer
presents any difficulties. It cannot be related to their basic theories
of value since both subscribed to the labour theory of value. From

30 Theories 1, p.g2 and Capital 1, p.682 (542); Capital 111, p.323.

31 ‘What distinguishes Jones from the other economists (except perhaps
Sismondi) is that he emphasises that the essential feature of capital is its
socially- determined form, and that he reduces the whole difference between
the capitalist and other modes of production to this distinct form.’ (Theories
II1, p.424.)

32 Grundrisse, p.852. Cf. the parallel section on p.881. ‘The first category
in which bourgeois wealth presents itself is that of the commodity. The com-

" modity itself appears as the unity of two aspects. It is use-value, i.e. object of
_the satisfaction of any system whatever of human needs. This is its material
" side, which the most disparate epochs of production may have in common, and
whose examination therefore lies beyond political economy. Use-value falls
within the realm of political economy as soon as it becomes modified by the
modern relations of production, or as it in turn intervenes to modify them.’
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the standpoint of the labour theory of value the utility or use-value
of the products of labour cannot be granted any influence in the
creation of value; their use-value_must rather appere
presupposition .of _their_exchangeability. However, it in no way
follows from this that use-value has no economic significance at all,
and that it should simply be excluded from the sphere of economics.
In Marx’s view this is only correct in the case of simple com-
modity circulation (the exchange form C-M-C). Simple circulation
‘consists at bottom?? only of the formal process of positing exchange-
value, sometimes in the role of the commodity, at other times in the
role of money’.?* How exactly the commodities to be exchanged were
produced (i.e. whether they originated in a capitalist or pre-capitalist
economy), and how they will be consumed after exchange is inciden-
tal to the economic study of simple commodity circulation. The pro-
tagonists here are simply buyers and sellers, or rather the commodi-
ties put up for sale by them, which establish their social connection
on their behalf. The real aim of exchange — the mutual satisfaction
of the needs of the commodity producers — can only be fulfilled if the
commodities simultaneously prove themselves to be values, if they
are successfully exchanged for the ‘universal commodity ,. money.

Consequently the social change of matter takes place in the change X

of form of the commodities themselve
m form is the only social rela-
tionship between the commodity owners — ‘the indicator of their
social function, or their social relation to each other’.3® However, as
far as the content outside the act of exchange is concerned, this ‘con-
tent can only be . . . 1) the natural particularity of the commodity
being exchanged 2) the particular. natural need of the exchangers or
both together, the different use-values of the commodities being
exchanged’.®® However the content as such does not determine the
character of the exchange relation. In fact, use-value simply consti-
tutes ‘the material basis in which a specific economic relation presents
itself’ and ‘it is only this specific relation which stamps the use-value
as a commodity . . . Not only does the exchange-value not appear as
determined by use-value, but rather, furthermore, the commodity

only becomes a commodity, insofar as its owner does not relate to it |
!

as use-value.’®” Hence in this situation, where exchange ‘takes place

33 In original, ‘au fond’.
. 3¢ Grundrisse, p.256.

35 ibid. p.241.

36 ibid. p.242.

37 ibid. p.881.
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only for the reciprocal use of the commodity, the use-value . .. the
natural pecuharlty of the commodlty as such, has no standing as an
conomlc form’, — is not ‘a content of the relatlon as a social rela-
1on’ % Consequently only the change of form of the commodity and
J noney has economic significance, and the presentation of simple
| ;ommodlty exchange has to be confined to this change of form
'alone.?®
However, although this is correct for simple commodity ex-
change, nothing would be more erroneous, states Marx, than to
conclude ‘that the distinction between use-value and exchange-value,
which falls outside the characteristic economic form in simple circu-
lation, . . . falls outside it in general . . . For example, Ricardo, who
believes that the bourgeois economy deals only with exchange-value,
and is concerned with use-value merely exoterically, derives the most
important determinations of exchange-value precisely from use-value,
from the relation between the two of them: for instance, ground-
rent, the minimum level of wages, and the distinction between fixed
and circulating capital, to which he imputes precisely the most sig-
nificant influence on the determination of prices; likewise in the
relation of demand and supply etc.”*® Ricardo was indeed right to say
that ‘exchange-value is the predominant aspect. But of course use
does not come to a halt because it is determined only by exchange;
although of course it obtains its direction thereby’.** “To use is to
/onsume whether for production or consumptlon Exchange 1 the
mediation of this act through a social process "Use can be e _posited”
through exchange ‘and be a mere consequence of ex‘g‘}_l:a__nge then
again exchange can appear merély as a moment of use, etc. From
the standpoint of capital (in c1rcu1at10n), exchange appears as the
positing of use-value, while on the other hand its use (in the act of
production) appears as positing for exchange, as positing its exchange-
value. Similarly with production and consumption. In the bourgeois
economy (as in any) they are posited in specific distinctions and speci-
fic unities. The point is to understand precisely these specific dis-
tinguishing characteristics . . . and not, as Ricardo does, to com-
pletely abstract from them, or like the dull Say, to make a pompous
fuss about nothing more than the presupposition of the word
“utility”.” For ‘Use-value itself plays a role as an economic category.

88 ibid. p.267.

39 ‘If we want to examine the social relation of individuals within their
economic process, we must keep to the characteristic form of this process
itself” (Grundrisse, German edn. p.g14.)

40 Grundrisse, pp.646—47.

41 ibid. p.267.
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Where it plays this role . . . the degree to which use-value exists
outside economics and its determinate forms and not merely as pre-
supposed matter . . . is something which emerges from the develop-
ment itself.’*?

IV. ,

So when, according to Marx, does use-value as such become:
modified by the formal relations of bourgeois economy, and when,
in its turn, does it intervene to modify these formal relations — that
is, as a ‘determinate economic form’ itself?

In the Marginal Notes on A.Wagner, which have already been
cited, Marx points out that even in simple commodity circulation,
with the development of the money-form of the commodity, the value
of a commodity must be represented in ‘use-value, i.e. in the natural
form of the other commodity’. In Marx’s view this does not only
mean that money must be a commodity as a matter of course, i.e.
possess use-value in its material, but also, that this use-value is con-
nected to quite specific physical properties of the money-commodity
which make it capable of fulfilling its function. We read in the
Rough Draft : “The study of the precious metals as subjects of the
money relation, as incarnations of the latter, is therefore by no means
a matter lying outside the realm of political economy, as Proudhon
believes, any more than the physical composition of paint, and of
marble lie outside the realm of painting and sculpture. The attri-
butes possessed by the commodity as exchange-value, attributes for
which its natural qualities are not adequate, express the demands
made upon those commodities which are the material of money par
excellence. These demands at the level at which we have confined
ourselves up until now [ie. the level of pure circulation of metals]
are most completely satisfied by the precious metals.’** ¢ .,

The commodities which fulfil the function of the universal
equivalent, can double their use-value precisely because of their
specific attributes, which make them the only material for money.
They contain ‘besides their particular use-value as a particular com-
modity’, a ‘universal’ or ‘formal’ use-value.** “This latter use-value is
itself a characteristic form, ie. it arises from the specific role, which
it {the money-commodity] plays as a result of the all-sided action
exerted on it by the other commodities in the process of exchange.’*®

42 ibid. pp.646, 267.

43 {bid. p.174.

44 ‘The formal use-value [of money] unrelated to any real individual
need.” (Contribution, p.89.)

45 Contribution, p.47.
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With this, the ‘material change and the change of form coincide,
since in money the content itself is part of the characteristic economic
form.”®

The second example which Marx refers to in the M argz'nal’ﬂ’otes
is of decisive importance — the exchange between capital and labour.
If we look, for example, at simple commodity circulation, as it occurs
‘on the surface of the bourgeois world’, in retail trade, ‘a worker who
buys a loaf of bread, and a millionaire who buys the same thing, seem,
in this act, to be simply buyers, as the grocer who confronts them is
simply a seller. The content of these purchases, like their extent, here
appears as completely irrelevant compared with the formal aspect.’*?

However the matter looks quite different if we proceed from this
exchange on the surface, to the exchange which determines the
essence of the capitalist mode of production — that between capital
and labour. For, if in simple circulation, ‘commodity A is exchanged
for money B, and the latter then for the commodity C, which is des-
tined for consumption — the original object of the exchange for A —
then the use of commodity C, its consumption, falls entirely outside
circulation; is irrelevant to the form of the relation . . . is of purely
physical interest, expressing no more than the relation of the indi-
vidual in his natural quality to an object of his individual need.
What he does with commodity C is a question which belongs outside
the economic relation.’*® In contrast to this, in the exchange between
capital and labour, it is precisely the use-value of the commodity
purchased by the capitalist (i.e. labour-power) which constitutes the
presupposition of the capitalist production process and the capital
relation itself. In this transaction the capitalist exchanges a com-
modity whose consumption ‘coincides directly with the objectifica-
tion (Vergegenstindlichung) of labour ie. with the positing of
exchange-value’.*®* Consequently, if ‘the content of use-value was
irrelevant in simple circulation’ here, by contrast, ‘the use-value of
that which is exchanged for money appears as a particular economic
relation . . . falls within the economic process because the use-value
here is itself determined by exchange-value’.*®

Hence if the creation of surplus-value, as the increase in the
exchange-value of capital, is derived from the specific use-value of
the commodity labour-power, then political economy must in turn

46 Grundrisse, p.667.

47 ¢bid. p.251.

48 1bid. p.274.

49 Grundrisse, German edn. p.944.
50 Grundrisse, pp.274-75, 311.
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restrict the share of the value-product accruing to the worker to the
equivalent of the goods necessary to maintain him, and consequently
must allow this share to be determined at bottom by means of use-
value.®® In this instance, too, the category of use-value has an impact
on the economic relations of the capitalist mode of production.

We can also confirm now use-value constantly influences the
forms of economic relations in the circulation process of capital. We
disregard here the many ways in which the material nature of the
product affects the duration of the working period and the circulation
period,® and proceed directly to the distinction which is basic to the
circulation process — that between fixed and circulating capital,
which Marx refers to in his polemic against Ricardo, which we have
already cited.

As far as fixed capital is concerned, it only circulates ‘as value
to the degree that it is used up or consumed as use-value in the pro-
duction process. But the time in which it is consumed and in which
it must be reproduced in its form as use-value depends on its relative
durability. Hence its durability, or its greater or lesser perishability —
the greater or smaller amount of time during which it can continue
to perform its function within the repeated production processes of
capital — this aspect of its use-value here becomes a form-determin-
ing moment i.e. a determinant for capital as regards its form, not as
regards its substance. The necessary reproduction of fixed capital,
together with the proportion of the total capital consisting of it, here
modify, therefore, the turnover time of the total capital and thereby
its valorisation.’®®

Thus, in the categories of fixed and circulating capital, ‘the
distinction between the [three] elements [of the labour process] as
use-values . . . appears as a qualitative distinction within capital
itself, and as the determinant of the complete movement (turn-
over).’s* This therefore represents yet another instance where use-
value enters into the process of capital as an economic factor.”

51 ‘Ricardo regards the product of labour in respect of the worker only
as use-value — only the part of the product which he needs to be able to live as
a worker. But how it comes about that the worker suddenly only represents
use-value in the exchange, or only draws use-value from the exchange is by no
means clear to him.” (ibid. p.551.)

52 Cf. especially Chapters V, XII and XIII of Capital 11.

53 Grundrisse, p.685. Cf. Capital 11, pp.170-71.

5¢ Grundrisse, p.692.

55 In this regard we should refer to the instruments of labour which, ‘as
capital united with the land’, function in the form of factory buildings, rail~
ways, bridges, tunnels, docks etc. The fact that such instruments of labour are
‘localised, attached to the soil by their roots, assigns to this portion of fixed
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However, the role of use-value is seen most clearly in the repro-
duction process of aggregate social capital, as it is presented in Part
ITT of Yolume II of Capital. At the beginning of this section Marx-.
points out that as long as the analysis was simply one of the repro-
duction process of an individual capital (i.e. as in Volume I), ‘the
natural form of the commodity-product was completely irrelevant
to the analysis . . . whether it consisted of machines, corn or mirrors’.
In Volume I it was simply ‘presupposed on the one hand that the
capitalist sells the product at its value, and on the other that he finds
within the sphere of circulation the objective means of production for
restarting the process’. For, ‘the only act within the sphere of circula-
tion on which we have dwelt was the purchase and sale of labour-
power as the fundamental condition of capitalist production’.*® How-
ever, “This merely formal®” manner of presentation is no longer
adequate in the study of the aggregate social capital’, in the repro-
duction of which the problem is not merely the replacement of value,
but also the replacement of material, and consequently everything
depends on the material shape, on the use-value of the value-
product.’®

The same point is made in the Theories, the difference being
that Marx expressly refers to the significance of use-value as an econ-
omic category: ‘In considering surplus-value as such, the original
form of the product, hence of the surplus-product, is of no con-
sequence. It becomes important when we consider the actual process
of reproduction, partly in order to understand its forms, and partly
in order to grasp the influence of luxury production etc. on repro-
duction.”®® ‘Here’, Marx stresses, ‘is another example of how use-
value as such acquires economic significance.’®’

capital a peculiar role in the economy of nations. They cannot be sent abroad,
cannot circulate as commodities in the world market. Title to this fixed capital
may change, it may be bought and sold, and to this extent may circulate
ideally. These titles of ownership may even circulate in foreign markets, for
instance, in the form of stocks. But a change of the persons owning this class
of fixed capital does not alter the relation of the immovable, materially fixed
part of the national wealth to its movable part.’ (Capital 11, p.166.)

56 ibid. pp.356-57.

57 j.e. bearing in mind the form of the process.

38 Capital 11, p.398. The well-known schemes of reproduction of Tugan-
Baranovsky and Otto Bauer suffer precisely from not having observed this
methodological postulate.

59 Capital II, p.407.

60 Theories III, pp.251-52. In another passage in the same work Marx
examines the question as to whether ‘a part of the surplus-value can be directly
transformed into constant capital . . . without first having been alienated’.
He writes: ‘In industrial areas there are machine-builders who build whole
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We now proceed to those subjects dealt with in_Volume IIT of
Capital. We can also find numerous examples here of the significance
of use-value as an economic category. This is obvious in the case of
ground-rent, which Marx (like Ricardo) derives ultimately ‘from the
relation of exchange-value to use-value’. The importance of use-
value is also shown in relation to the rate of profit, insofar as this is
dependent on fluctuations in the value of raw materials. For, ‘it is
especially agricultural produce proper, i.e. the raw materials taken
from organic nature, which . . . is subject to fluctuations of value in
consequence of changing yields etc. Owing to uncontrollable natural
conditions, favourable or unfavourable seasons etc. the same quantity
of labour may be represented in very different quantities of use-
values, and a definite quantity of these use-values may therefore have
very different prices.’®! Such variations in price, ‘always affect the
rate of profit, even if they leave the wage untouched and hence the
rate and amount of surplus-value too’.*> We should also devote special
attention to the influence of use-value on the accumulation of capital.

Grossmann writes : ‘In marxist literature up till now stress has
been laid merely on the fact that the mass of the wvalue of the
constant capital grows both absolutely, and in relation to the variable
capital in the course of capitalist production and the accumulation
of capital, with the increase in the productivity of labour, and the
transition to a higher organic composition of capital. However this
phenomenon only constitutes one side of the process of accumula-

factories for the manufacturers. Let us assume one-tenth is surplus-product,
unpaid labour, whether this tenth, the surplus-product, consists of factory
buildings which are built for a third party and are sold to them, or of factory
buildings which the producer builds for himself — sells to himself — clearly
makes no difference. The only thing that matters here is whether the kind of
use-value in which the surplus labour is expressed can re-enter as means of
production into the sphere of production of the capitalist to whom the surplus
belongs. This is yet another example of how important is the analysis of use-
value for the determination of economic phenomena.’ (Theories 11, pp.488-89.)

61 Capital 111, pp.117%-18.

62 ibid. p.115. Another example is provided by the uneven development
of the different spheres of production in the capitalist economy. We read in
Volume ITI: ‘The fact that the development of productivity in different lines
of industry proceeds at substantially different rates and frequently even in
opposite directions, is not due merely to the anarchy of competition and the
peculiarities of the bourgeois mode of production. Productivity of labour is
also bound up with natural conditions, which frequently become less pro-
ductive as productivity grows — inasmuch as the latter depends on social con-
ditions. Hence the opposite movements in these different spheres — progress
here, retrogression there. Consider only the influence of the seasons, for in-
stance, which determines the available quantity of the bulk of raw materials,
the exhaustion of forest lands, coal and iron mines etc.’ (ibid. p.260.)
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tion, in that it is regarded from the aspect of value. In fact, it cannot
be repeated too often that the reproduction process is not merely 3
process of valorisation but also a labour process — it produces not
merely values, but also use-values’. And, ‘looked at from the aspect
of use-value, the increase in productive capacity does not only oper-
ate in the direction of the devaluation of existing capital, but also in
the direction of a quantitative increase in objects of use.’®® The effect
that this has on the accumulation of capital can be read in Volume
I11 of Capital.®*

It states there: ‘The increase in productive power can only
directly increase the value of the existing capital, if by raising the rate
of profit it increases that portion of the value of the annual product
which is reconverted into capital . . . Indirectly however, the develop-
ment of the productivity of labour contributes to the increase of the
value of existing capital by increasing the mass and variety of use-
values® in which the same exchange-value is represented and which
form the material substance i.e. the material elements of capital, the
material objects making up the constant capital directly and the
variable capital at least indirectly. More products which may be
converted into capital, whatever their exchange-value, are created
with the same capital and the same labour. These products may
serve to absorb additional labour, hence also additional surplus
labour and therefore create additional capital’ For ‘the amount of
labour which a capital can command does not depend on its value,
but on the mass of raw and auxiliary materials, machinery and
elements of fixed capital and necessities of life, all of which it com-
prises whatever their value may be. As the mass of labour employed
and that of surplus labour increases, there is also a growth in the
value of the reproduced capital and in the surplus-value newly
added to it.’®¢

V.
The problem of supply and demand is dealt with in particular
detail in Volume III of Capital. This problem is closely related to

63 Grossmann, Das Akkumulations- und Zusammenbruchsgesetz des
kepitalistischen Systems, pp.326-28.

64 Cf. in addition Capital I, pp.752-53 (604-05).

65 ‘If one has more elements of production (even of the same value) the
technical level of production can be expanded ; then, at the same mass of value
of capital more workers can be employed in the production process, who,
will therefore produce more value in the next cycle of production.” (Gross-
mann, op. cit. p.33e.)

% Capital 111, p.248.
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that of the much discussed question of socially necessary labour-time,
which has already been broached in Chapter 2 above.%?

Right at the beginning of Volume I we read, ‘Socially necessary
labour-time is the labour-time required to produce any use-value
tinder the conditions of production normal for a given society and
with the average degree of skill and intensity prevalent in that
society.” And, that ‘which 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’.®®
' We encounter this ‘technological’ meaning of the concept of

“socially necessary labour-time again and again in Capital, and in
;other of Marx’s works. However, we also encounter another meaning,

i according to which labour can only count as ‘socially necessary’ if

! it corresponds to the aggregate requirements of society, for a par-

| ticular use- -value.

""" In Volume I of Capital weread, ‘Let us suppose that every piece
of linen in the market contains nothmg but socially necessary labour-
time. In spite of all 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 upon his par-
ticular product than was socially necessary. As the German proverb
has it : caught together, hanged 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 sirgle yard
is also nothing but the materialisation of the same socially determined
quantity of homogeneous human labour.’®®

Marx expresses the same idea in numerous other passages. And
Engels even combined both meanings in one definition when he
stated in the course of an attack on Rodbertus, ‘If he had investigated
by what means and how labour creates value and therefore also
determines and measures it, he would have arrived at socially neces-
sary labour, necessary for the single product, both in relation to other
products of the same kind, and also in relation to society’s total
demand.’™

The amalgamation of these two meanings of ‘socially necessary

67 Cf. p.51.

88 Capital 1, p.129 (39).

$9 ibid. p.2o2 (107).

70 Engels’s Preface to Marx’s Poverty of Philosophy, p.20.
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labour’ has been seen as an intolerable contradiction by numerous
writers.™* In reality the contradiction is only apparent; it is in fact a
question of different levels of analysis, which require operating with
two different, but mutually complementary concepts.

Volume III of Capital states on this : “T'o say that a commodity
has a use-value is merely to say that it satisfies some social need. So
long as we dealt with individual commodities only, we could assume
that there was a need for a particular commodity — its quantity
already implied by its price — without inquiring further into the
amount of the need which has to be satisfied. This quantity is, how-
ever, of essential importance, as soon as the product of an entire
branch of production is placed on one side, and the social need for it
on the other. It then becomes necessary to consider the extent i.e. the
amount of this social need.’”?

In other words : The analysis so far has proceeded from a series
of simplifying assumptions. First it was assumed that commodities
are exchanged at their values, and second, that they always find a
buyer. Only in this way was it possible to outline the production and
circulation process of capital in pure form, without the influence
of disturbing ‘accompanying circumstances’. Now is the time, how-
ever, to bring into the economic analysis the moment of supply and
demand which has so far been neglected, but which must at last be
given its due.

As far as supply is concerned, this means, in the first instance,
that instead of one individual commodity (or the amount of com-
modities produced by a single capitalist), we now have to posit the
aggregate product of an entire branch of production. For the indi-
vidual commodity the determination of socially necessary labour-time
proceeds from the fact that ‘the individual value of the commodity
(and what amounts to the same under the present assumption, its
selling price) should coincide with its social value’.”® However, the
matter is quite different when it is a question of the aggregate product
of a branch of production. Here the requirement of socially necessary
labour-time can only apply for the entire mass of commodities; and
so consequently the individual value of commodities has to be dis-
tinguished from their social value. Social value assumes the form of

71 See the review of the relevant literature in the instructive study by
T.Grigorovici. Die Wertlehre bei Marx und Lassalle. Beitrag zur Geschichte
eines wissenschaftlichen Misverstindnisses 1908. Cf., also Diehl’s Sozialwissen-
schaftliche Erliuterungen zu D.Ricardos Grundgesetzen, 1, 1905, pp.125-28.

72 Capital 111, p.185. The same line of thought can also be found in the
Rough Draft pp.404-05.

73 Capital 111, p.182.
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market value, which represents the average value of the sum of com-
modities, from which, consequently, the individual values of some
commodities must always diverge : they must either stand above or
below the stated market value.

This is because we can generally distinguish three categories of
producers in each branch of production : producers who produce
under above-average, average, or below-average conditions. ‘Which
of the categories has a decisive effect on the average value, will in
particular depend on the numerical ratio or the proportional size of
the categories.*” As a rule this will be the average category. In this
case that part of the total amount of commodities produced under
the poorer conditions will have to be sold off below their individual
value, whereas the commodities produced under the above average
can secure an extra amount of profit. However, it may be the case
that either the class producing under the better conditions, or that
under the worse conditions will predominate. In the first instance
the commodities produced under the better conditions will determine
the market value; in the second instance, those produced under the
poorer conditions.

The determination of market value appears in this way if we
look exclusively at the mass of commodities thrown on to the market,
ignoring the possibility of an imbalance between supply and demand.
Hence, ‘provided that the demand is large enough . . . to absorb the
whole mass of the commodities at the values which have been fixed
[by competition among the buyers] . . . the commodity will still be
sold at its market value, no matter which of the three above-
mentioned cases regulates that market value. The mass of commodi-
ties not only satisfies a need but satisfies it to its full social extent.’?®
However, we know that in the capitalist mode of production, ‘there
exists an accidental rather than a necessary connection between the
total amount of social labour applied to a social article . . . on the one
hand, and the extent of the demands made by the society for the
satisfaction of the need gratified by the article in question, on the
other. Every individual article, or every definite quantity of a com-
modity may, indeed, contain no more than the social labour required
for its production, and from this point of view the market value of
this entire commodity represents only necessary labour, but if this
commodity has been produced in excess of the existing social needs,
then so much of the social labour-time is squandered and the mass
of the commodity comes to represent a much smaller quantity of

7¢ Theories 11, p.204.
75 Capital 111, p.185.
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social labour in the market than is actually incorporated in it ... the
reverse applies if the quantity of social labour employed in the pro-
duction of a certain kind of commodity is too small to meet the social
need for that commodity.’?®

In both cases the ‘determination of market value which we
[previously] outlined abstractly’ is modified, in the sense that ‘if the
supply is too small, the market value is always regulated by the com-
modities produced under the least favourable circumstances and if
the supply is too large, always by the commodities produced under
the most favourable conditions; that therefore it is one of the extremes
which determines the market value, in spite of the fact that if we
proceed only from the relation between the amounts of the com-
modity produced under different conditions, a different result should
obtain.’?’

So it can be seen that which of the categories (of producers)
determines market value depends not only on their proportional
strength, but also, in a certain sense, on the relation of supply and
demand. But doesn’t this completely invalidate Marx’s theory of
value? Not at all. This would only be true if each time demand out-
weighed supply, or vice versa, this led to a proportional increase or
fall in market value itself. However, in this case the market value
would be identical with market price, or it would — as Marx expressed
it — ‘have to stand higher than itself’.”® For, according to Marx’s con-
ception, market value can only move within the limits set by the
conditions of production (and consequently by the individual value)
of one of the three categories.

We read in the section of the Theories devoted to ground-rent
that : ‘A difference between market value and individual value arises
in general not because products are sold absolutely above their value,
but only because the value of the individual product may be differ-
ent from the value of the product of a whole sphere . .. The differ-
ence between the market value and the individual value of a product
can therefore only be due to the fact that the definite quantities of
labour with which different parts of the total product are manu-
factured have different degrees of productivity. It can never be due
to the value being determined irrespective of the quantity of labour
altogether employed in this sphere.’”®

Thus, if as a consequence of the market situation, the mass of

76 ibid. p.187.

7 ibid. p.185.

78 Theories 11, p.271.
79 ibid. pp.270-71.
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commodities is sold above the individual value of the commodities
produced under the worst conditions, or alternatively below the indi-
vidual value of those produced under the best conditions, the market
price would indeed diverge from the market value.®** This regulation
of the occasional fluctuations of market price is, of course, the main
function allotted to the relation of supply and demand in the system
of bourgeois economics.

It is evident that our interpretation of Marx’s theory of market
value diverges very considerably from that normally presented in
marxist literature. The following passage by Grigorovici could serve
as an example. ¢ “If the demand is large enough to absorb commodi-
ties at their market value”, says Marx, “this commodity will be sold
at its market value, no matter which of the three aforementioned
cases regulates it. This mass of commodities does not merely satisfy
a need, but satisfies it to its full social extent. Should their quantity
be smaller or greater, however, than the demand for them, the market
price will diverge from the market value”, i.e. the market price will
exceed or fall below the market value; market price and market value
will not coincide.” The author concludes, “Thus, what affects the rela-
tion of supply and demand, or in other words the demand-moment
is not a change in market value, but simply a divergence of market
price from the market value of the commodity, although in both the
first and second cases it seems as if the market value itself has
changed, as a result of the change in the relation of supply and
demand; because in the first case the commodity produced under the
poorer conditions seems to regulate market value, and in the second
the commodity produced under the better.’s!

This then is Grigorovici’s view. However, what does the passage
from Volume III, which we have already cited in part, actually say
on this point?

‘Should demand for this mass now also remain the same, this
commodity will be sold at its market value, no matter which of the
three aforementioned cases regulates this market value . . . Should
their quantity be smaller or greater, however, than the demand for
them, there will be divergencies between the market price and the
market value. And the first divergence is that if the supply is too
small, the market value is always regulated by the commodities pro-
duced under the least favourable circumstances, and, it the supply

80 Cf. tbid. p.268. ‘This market value itself can never be greater than the
value of the product of the least fertile class’ (the coal-mine). ‘If it were higher
this would only show that the market price stood above the market value. But
the market value must represent real value.’

81 Grigorovici, op. cit. p.37.
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is too large, always by the comrnodities produced under the most
favourable conditions; that therefore it is one of the extremes which
determines the market value, in spite of the fact that if we proceed
only from the relation between the amounts of the commodity pro-
duced under different conditions, a different result should obtain.’®2
" The formulation is not at all clear, and consequently can give
rise to uncertainties. However, Marx expresses himself more precisely
on p.179 of Volume III. He writes: ‘At a certain price, a com-
modity occupies just so much place on the market. This place remains
the same in case of a price change only if the higher price is accom-
panied by a drop in the supply of the commodity, and a lower price
by an increase of supply. And if *he demand is so great that it does
not contract when the price is regulated by the value of commodities
produced under the least favourable conditions, then these determine
the market value. This is only possible if demand is greater than
usual, or if supply drops below the usual level. Finally, if the mass
!0f the commodities produced exceeds the quantity disposed of at
iaverage market values, the commodities produced under the most
]‘avourable conditions regulate the market value.
= We in no way want to deny that there are passages in Marx
which seem to prove the opposite of what has just been said.®® What
is important, however, is not to ‘explain’ these unclarities away on
the basis of a falsely conceived marxist orthodoxy, but rather to
understand and interpret the true meaning of Marx’s explanations
in terms of their ‘inner logic’. And we consider that our interpreta-
tion of the passages on market value corresponds better with Marx’s
theory as a whole, in particular with his theory of ground-rent, than
the interpretations which are to be found in Grigorovici and others.

However, this is not the place to go into this special problem in

detail. Our point was only to show that Marx, in strictly logical
fashion, deals with the problem of ‘socially necessary labour-time’ on
two different levels, and that his aim in doing this was to place the
moment of social demand, i.e. use-value, in its true light.

In another passage in Volume ITI we read : ‘It continues to be
ia necessary requirement that the commodity represent use-value.
‘But if the use-value of individual commodities depends on whether
.they themselves satisfy a particular need, then the use-value of the
.mass of the social product depends on_whether it satisfies the quan-
titatively determined social need for each particular kind of product

82 Capital 111, p.185.
83 It should not be forgotten, as Engels remarked, that the manuscript
for Volume III only represents a ‘first extremely incomplete draft’.
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lin an adequate manner, and whether the labour is therefore propor-
'tionately distributed among the different spheres in keeping with
{ these social needs, which are quantitatively circumscribed. . . . The
!social need, that is the use-value on a social scale, appears here as a
* determining factor for the amount of total social labour-time which
,1s expended in various specific spheres of production. But it is merely
! the same law which is already applied in the case of single commodi-
i ties, namely that the use-value of a commodity is the basis of its
}exchange-value and thus of its value . . . This quantitative limit to
ithe quota of social labour-time available for the various spheres of
productlon is but a more developed expression of the law of value
in general although the necessary labour-time assumes a different
. meaning here. Onl X just so much of it is necessary for the satisfaction
of social needs. It is use-value which brings about this limitation.’s*
And so we can see again how use-value operates as such in the
irelations of the bourgeoiseconomy, which is based on exchange-value,
.and consequently how it becomes an economic category itself.
With this last example, we come to the end of our analysis.
Future research into Marx will decide whether the extracts. which
we have cited from the Rough Draft prove us correct, and actually
lead to a partial revision of previous interpretations of Marx’s
economic theory, as we believe they must. We can, however,
allow ourselves one final remark; that it was clearly Marx’s own
unique method of analysis which enabled him to elaborate his opposi-
tion to Ricardo in such an original and logical fashion. Engels was
surely right when he perceived in Marx’s treatment of use-value,
and its role in political economy, a classic example of the use of the
‘German dialectical method’.5®

8¢ Capital 111, pp.635-36. Cf. Theories 1, p.204.
85 See his review of Marx’s Contribution (1859) in MEW Vol.13, p.476.







PART TWO

The First Formulation of
Marx’s T heory of Money

Preliminary Note

(T he relation of the ‘Rough Draft’ to the ‘Contribution’ and to
Part I of Volume I of ‘Capital’)

As we have already remarked, Marx himself only managed to
publish a relatively small part of the 1857-58 manuscript; in fact,
only the Chapter on Money (pp.115-239 of the Grundrisse), which
was published, after a fundamental re-working, in the Contribution.
The remainder was left on his writing-desk and was used only
sporadically in Cagital and in the Theories.

From the point of view of the subject matter, therefore, the first
part of the Rough Draft coincides both with the text of the Con-
tribution, and with Part I of Volume I of Capital. It should therefore
be regarded as the first draft of these texts. However, this is not to be
taken literally, since, firstly, there is no presentation of the theory of
value in the Rough Draft (except for a small fragment on pages

1 We shall refer to examples of this at appropriate points in the present
work.

2 It is of course present in an implicit sense, as the whole of the presen-
tation of the Rough Draft is based on Marx’s theory of value. One can see
how right Marx was to write to Kugelmann on 11 July 1868 in the following
terms: ‘The unfortunate fellow’ (Marx means the reviewer of Capital Volume
I in Centralblatt) ‘does not see that even if there were no chapter on “value”
at all in my book, the analysis of the real relations which I give would contain
the proof and demonstration of the real value relation.’ (Selected Correspon-
dence, p.196. The reference is to the Literarisches Centralblatt fiir Deutsch-
land, Leipzig where a review of Capital was published in July 1 1868.)
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881-882);% and secondly, the chapter on money in the Rough Draft
diverges so clearly from later presentations of the theory of money
that Marx considered it necessary to rewrite it completely, and take
the reworked text as the basis for his 1859 work:? As a result, we
possess four versions of Marx’s chapter on money. These differ in
many details, and a comparison between them can therefore con-
tribute vitally to the understanding of this fundamental — but also
difficult — section of his work.

3 See the fragment of the original text (the ‘Urtext’) for the Contribution
which in our opinion should also include pp.666-69, 675-701, 745-62, as well
as pp.871-9o1 (German edition) of the Grundrisse. This excludes the beginning
of the Chapter on Money.
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4.
Critique of the Labour-Money Theory

In contrast to the later versions of Marx’s theory of money, the
theory as it appears in the Rough Draft does not confront us in its
finished form; we are able to observe it rather in the process of its
formation, as Marx, initially, develops his own conception by means
of a critique of the Proudhonist Darimon, and Proudhon’s own ver-
sion of the so-called labour-money theory. As a result this critique
requires forty pages in the Rough Draft, whereas in his 1859 work®
Marx confined himself to a short resumé, and in Capital® to a few
footnotes. From a formal standpoint this separation of the actual
theory of money from the critique of the labour-money utopia was
completely justified; since this utopia still haunts us even today in the
form of the doctrine of free credit, the pages from the Rough
Draft, which were later eliminated, are particularly interesting for
us.

The Proudhonists declared that the principal evil of our social
organisation sprang from the ‘privilege’ of money, from the hege-
mony which the precious metals enjoyed in the circulation of com-
modities and economic life as a whole. Here lay the real source of
the unequal exchange between capital and labour, of usury, and of
general economic crises. Consequently, the main task was to break
the mastery usurped by gold and silver, bring them down to the
level of the rabble, the ordinary commodities, and thus restere the
‘natural’ equality and proportionality of exchange.

Of course the Proudhonists were far from suggesting a return
to direct barter. They knew that present-day commodity production
requires a general means of exchange. However, couldn’t money be
robbed of its privileges, they asked, or rather, couldn’t all commodi-
ties be made directly exchangeable, that is, be made into money?

The dethroning of money could be conceived of in many ways;

1 See Contribution, pp.85-86.
2 Cf. Capital I, note 26 p.161 (note 1 p.68); note 4 p.181 (note 1 p.8%7);
note 1 pp.188-89 (note 1 pp.94-95).
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first, gold and silver could be retained as money, but in such a way
that they directly represent the labour-time embodied in them. ‘Sup-
pose for example that the sovereign were not only called a sovereign,
which is a mere honorific for the xth fraction of an ounce of gold
(accounting name), in the same way that a metre is the name for a
certain length, but were called say x hours of labour-time. 1 /x ounce
of gold is in fact nothing more than 1 /x hours of labour-time,
materialised, objectified. But gold is labour-time accumulated in the
past, labour-time defined. Its title would make a given quantity of
labour as such into its standard. The pound of gold would have to
be convertible into x hours of labour-time, would have to be able to
purchase it at any given moment; as soon as it could buy a greater
or lesser amount it would be appreciated or depreciated; in the latter
case its convertibility would have ceased. What determines value is
not the amount of labour-time incorporated in products, but rather
the amount of labour-time necessary at a given moment. Take the
pound of gold itself; let it be the product of 20 hours’ labour-time.
Suppose that for some reason it later requires only 10 hours to
produce a pound of gold. The pound of gold whose title advises it
thatit equals 20 hours’ labour time would now merely equal 10 hours’
labour-time, since 20 hours’ labour-time are equal to 2 pounds of
gold. Ten hours of labour are in practice exchanged for 1 pound of
gold; hence 1 pound of gold cannot any longer be exchanged for 20
hours’ labour-time . Gold money with the plebeian title “x hours of
labour” would be exposed to greater fluctuations than any other sort
of money and particularly more than the present gold money, because
gold cannot rise or fall in relation to gold (it is equal to itself), while
the labour-time accumulated in a given quantity of gold, in contrast,
must constantly rise or fall in relation to present living labour-time.
In order to maintain its convertibility, the productivity of labour-
time would have to be kept stationary. Moreover, in view of the
general economic law that the costs of production constantly decline,
that living labour constantly becomes more productive, hence that
the labour-time objectified in products constantly depreciates, the
inevitable fate of this golden labour-money would be constant depre-
ciation.”

However, Marx continues, in order to control this evil, paper
labour-money could be introduced instead of gold (‘as Weitling
suggested, and before him the English, and after him the Frenchk’).
“The labour-time incorporated in the paper itself would then have
as little relevance as the paper value of banknotes . . . If the hour

3 Grundrisse, pp.134-35.




e i~ ——

Critique of the labour-money theory + 101

of labour becomes more productive then the chit of paper which
represents it would rise in purchasing power and vice versa — exactly
as a £5 note at present buys more or less depending on whether the
relative value of gold in comparison to other commodities rises or
falls. According to the same law which would subject golden labour-
money to a constant depreciation, paper labour-money would enjoy
constant appreciation!’ But that does not matter, exclaim the
Proudhonists, ‘that is exactly what we are after; the worker would
reap the joys of the rising productivity of his labour, instead of
creating proportionately more alien wealth and devaluing himself
as at present . . . Unfortunately there arise some small scruples. First
of all; if we once presuppose money, even if it is only time-chits, then
we must also presuppose the accumulation of this money, as well as
contracts, obligations, fixed burdens etc. which are entered into in
the form of this money. The accumulated chits would constantly
appreciate together with the newly issued ones, and thus on the one
hand the rising productivity of labour would go to the benefit of
non-workers, and on the other hand the previously contracted
burdens would keep step with the rising yield of labour.’* In this
way the exploitation of living labour through accumulated labour,
interest, crises — in short all the evils which the Proudhonists wanted
to overcome by means of their reform of money, would arise again
in new forms !

Thus, the substitute-money of the Proudhonists — considered as
a social panacea — would come to grief on the law of the increasing
productivity of labour.’ It is of course true that the appreciation of
the time-chits ‘would be quite irrelevant, if the world could be re-
started from the beginning every instant’, and therefore, if the obliga-
tions which had been entered into never survived the changing value
of the labour-money. But since this isn’t the case, the labour-money
is purely utopian. What its advocates want is to eliminate the over-
valuation of money which occurs in crises,® and secure for each small

4 ibid. pp.135-36. :

5 Cf. Marx’s polemic against the labour-money proposal of the English
utopian socialist Bray, in Poverty of Philosophy, pp.69-74.

6 We read in the Rough Draft that the Proudhonists in fact ‘see only
one aspect which surfaces during crises: the appreciation of gold and silver in
relation to nearly all other commodities; they do not see the other side, the
depreciation of gold and silver or of money in relation to all other commodities
(labour perhaps, not always, excluded) in periods of so-called prosperity,
periods of a temporary general rise of prices. Since this depreciation of metallic
money . . . always precedes its appreciation, they ought to have formulated
the problem the other way around: how to prevent the periodic depreciation
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commodity producer and commodity seller a ‘just’ price for his
commodity. It should be possible not only to convert money into
commodities at any time, but also commodities into money — which
is naturally only possible if prices coincide exactly with values, that
1s, with the amounts of labour embodied in the commodities. We
come here to the second fundamental error of the advocates of the
labour-money theory, or — as Marx named them — the ‘time-chitters’;
namely, that they lump together value and price, and fail to under-
stand the necessary antagonism of these two forms.

In fact, ‘the value (the real exchange-value) of all commodi-
ties . . . is determined by their cost of production, in other words by
the labour-time required to produce them. Their price is this
exchange-value of theirs, expressed in money’ So, in the first
instance, the distinction between value and price appears purely
nominal. ‘But such is by no means the case. The vaiue of commodi-
ties as determined by labour-time is only their average value. This
average appears as an external abstraction if it is calculated out as
the average figure of an epoch e.g. 1 1b of coffee equals 1s. if the real
average price of coffee is taken over 25 years; but it is very real if it
is at the same time recognised as the driving force and the moving
principle of the oscillations which commodity prices run through in
a given epoch’ . . . The market value® is always different, is always
below or above this average value of a commodity. Market value
equates itself with real value by means of its constant oscillations,
never by means of an equation with real value as if the latter were a
third party, but rather by means of a constant non-equation of it-

of money (in their language, to abolish the privileges of commodities in
relation to money). In this latter formulation the problem would have reduced
itself to: how to overcome the rise and fall of prices. The way to do this:
abolish prices. And how? By doing away with exchange-value. But this problem
arises: exchange corresponds to the bourgeois organisation of society. Hence
one last problem: to revolutionise bourgeois society economically. It would
then have been self-evident from the outset that the evil of bourgeois society
is not to be remedied by “transforming” the banks or by founding a rational
“money system®. (Grundrisse, p.134.)

7Marx adds: “This reality is not merely of theoretical importance; it
forms the basis of mercantile speculation, whose calculus of probabilities
depends both on the median price averages which figure as the centre of
oscillation, and on the average peaks and troughs of oscillation above or below
this centre.” (Grundrisse, p.137.)

8 The concept of market value here means something different from its
meaning in Capital III — here it is identical with price. (See pp.91-95
above.)
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self® . . . Price therefore is distinguished from value not only as the
nominal from the real; not only by way of the denomination in gold
and silver, but because the latter appears as the law of the motions
which the former runs through. But the two are constantly different
and never balance out, or balance only. coincidentally and excep-
tionally. The price of a commodity constantly stands above or below
the value of a commodity, and the value of the commodity itself
. exists only in this up-and-down movement of commodity prices.
| Supply and demand constantly determine the prices of commodities;
never balance, or only coincidentally; but the cost of production, for
its part, determines the oscillations of supply and demand. . . . On the
assumption that the production costs of a commodity and the pro-
duction costs of gold and silver remain constant, the rise or fall of
its market price means nothing more than that a commodity equals
x labour-time, constantly commands more or less than x labour-time
on the market, that it stands above or beneath its average value as
determined by labour-time.” And it is precisely for this reason that
the time-chit representing average labour-time would ‘never corres-
pond to or be convertible into actual labour-time.’*

Thus, whereas the previous objection to the labour-money
\ theory proceeded from the fact that the law of rising productivity
. has to lead to the continual depreciation of commodities against time-
‘ chits, and as a consequence must result in the inconvertibility of the
: time-chits, this same inconvertibility, about which Marx is now
talking, ‘is nothing more than another expression for the inconvert-
ibility between real value and market value, between exchange-value
and price. In contrast to all other commodities, the time-chit would
represent an ideal labour-time which would be exchanged sometimes
{ against more and sometimes against less of the actual variety, and
( which would achieve a separate existence of its own in the time-chit,
,‘ an existence corresponding to this non-equivalence. The general
\ equivalent, medium of circulation and measure of commodities would
| again confront the commodities in an individual'* form, following
i its own laws, alienated,'? i.e. equipped with all the properties of

. -

9 Marx remarks here ‘as Hegel would say, not by way of abstract
identity, but by constant negation of the negation, i.e. of itself as negation of
real value’.

10 Grundrisse, pp.137-39.

| 11 Cf. tbid. p.218. ‘With money, general wealth is not only a form, but
| at the same time the content itself. The concept of wealth, so to speak, is
i realised, individualised in a particular object.’

12 In any kind of money, ‘the exchange relation establishes itself as a

power external to and independent of the producers’. ibid. p.146.

i
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money as it exists at present but unable to perform the same services,
The medium with which commodities — these objectified quantities
of labour-time — are compared would not be a third commodity but
would rather be their own measure of value, labour-time itself; as a
result the confusion would reach new heights altogether.” For it is
precisely ‘the difference between price and value, between the com-
modity measured by labour-time whose product it is, and the product
of the labour-time against which it is exchanged . . . [which]. . . calls
for a third commodity to act as a measure in which the real
exchange-value of commodities is expressed. Because price is not
equal to value . . . the value-determining element — labour-time -
cannot be the element in which prices are expressed, as labour-time
would then have to express itself simultaneously as the determining
and the non-determining element, as the equivalent and non-equiv-
alent of itself.” (Marx adds here : ‘at the same time it becomes clear
how and why the value relation obtains a separate material existence
in the form of money’,”® in other words, why the circulation of com-
modities must lead on to the development of money.) The time-
chitters naturally imagine ‘that by annulling the nominal difference
between real value and market value, between exchange-value and
price — that is, by expressing value in units of labour-time itself
instead of in a given objectification of labour time, say gold and
silver — that in doing so they also remove the real difference and
contradiction between price and value. Given this illusory assump-
tion it is self-evident that the mere introduction of the time-chit does
away with all crises, all faults of bourgeois production. The money
price of commodities = their real value; demand = supply; pro-
duction = consumption; money is simultaneously abolished and
preserved; the labour-time of which the commodity is the product,
which is materialised in the commodity, would need only to be meas-
ured in order to create a corresponding mirror-image in the form of
a value-symbol, money, time-chits. In this way every commodity
would be directly transformed into money; and gold and silver, for
their part, would be demoted to the rank of all other commodities.”*

13 ibid. p.140.

14 ibid. p.138. Cf. ibid. p.126, “This is the last analysis to which Darimon
reduces the antagonism. His final judgement is; abolish the privilege of gold
and silver, degrade them to the rank of other commodities. Then you no longer
have the specific evils of gold and silver, or of notes convertible into gold and
silver. You abolish all evils. Or better elevate all commodities to the monopoly
position now held by gold and silver. Let the Pope remain, but make every-
body Pope.’
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We can now see how much of the ‘Degradation of Money and
, the Exaltation of the Commodity’ propagated by Proudhon and
f others, was based on an ‘elementary misunderstanding of the inevit-
able correlation existing between commodity and money’.”® They
failed to understand that any circulation of commodities is bound to
lead to the development of money, and therefore that it is impossible
‘to abolish money itself as long as exchange-value remains the social
form of products’.’® Perhaps it is possible, however, to overcome the
drawbacks of labour-money, which have already been described, by
means of the establishment of a ‘central exchange bank’, so that an
element of social planning steps into the place of the anarchic forces

of the market?

Indeed, Marx answers: ‘If the preconditions under which the
price of commodities = their exchange-value are fulfilled, and if we
assume the following : balance of supply and demand; balance of
production and consumption; and, what this amounts to in the last
instance, proportionate production . . . then the money question
becomes entirely secondary, in particular the question whether the
tickets should be blue or green, paper or tin, or whatever other form
social accounting should take. In that case it is totally meaningless
to keep up the pretence that an investigation is being made of the real
relations of money.’*?

Let us then imagine a bank which issues time-chits, which at
the same time buys — at their cost of production — the commodities
of individual producers. The bank would then be the ‘general buyer,
the buyer not only of this or that commodity but of all commodities’,
because only in this way could labour-money gain general accept-
ance. ‘But if it is the general buyer then it also has to be the general

i seller;; not only the dock where all the wares are deposited, not only
( the general warehouse, but also the owner of the commodities, in the
same sense as every merchant.’ Accordingly, ‘a second attribute of

15 Contribution, p.86.

16 Grundrisse, p.144.

. 174bid. p.153. Cf. Capital 1, p.188 (94) note 1 ‘On this point I will only

. say further that Owen’s “labour-money”, for instance, is no more “money”
than a theatre ticket is. Owen presupposes directly socialised labour, a form
of production diametrically opposed to the production of commodities. The
certificate of labour is merely evidence of the part taken by the individual in
the common labour, and of his claim to a certain portion of the common

' product which has been set aside for consumption. But Owen never made the

: mistake of presupposing the production of commodities, while, at the same

time, by juggling with money, trying to circumvent the necessary conditions

of that form of production.’

-
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the bank would be necessary; it would need the power to establish
the exchange-value of all commodities i.e. the labour-time material-
ised in them, in an authentic manner’?® (‘which incidentally isn’t as
simple as testing the fineness and weight of gold and silver,” adds
Marx). However, ‘its functions could not end here. It would have
to determine the labour-time in which commodities could be pro-
duced, with the average means of production available in a given
industry . . . but even that would not be sufficient. It would not only
have to determine the time in which a certain quantity of goods had
to be produced, and place the producers in conditions which made
their labour equally productive (i.e. it would have to balance and
arrange the distribution of the instruments of labour), but it would
also have to determine the amounts of labour-time to be employed
in the different branches of production. (The latter would be neces-
sary because in order to realise exchange-value and make the bank’s
currency really convertible, social production in general would have
to be stabilised and arranged so that the needs of the partners in
exchange were always satisfied.)’ However, ‘this is not all. The biggest
exchange process is not that between commodities, but between com-
modities and labour . . . the workers would not be selling their labour
to the bank’ but rather, according to the dogma of the Proudhonists,
‘they would receive the exchange-value for the entire product of their
labour etc. Viewed precisely then, the bank would not only be the
general buyer and seller, but also the general producer. In fact, it
would be either a despotic ruler of preduction and a manager of
distribution, or indeed nothing more than a board which keeps the
books and accounts for a society producing in common’,*® (that is, a
socialist planning agency). But in that case the Proudhonist ideal
of a ‘just exchange of commodities’ would be turned into its opposite.

Marx concludes, ‘Here we have reached the fundamental
question . . . Can the existing relations of production and the rela-
tions of distribution which correspond to them be revolutionised by
a change in the instrument of circulation, in the organisation of cir-
culation? Further question : Can such a transformation of circulation
be undertaken without touching the existing relations of production
and the social relations which rest on them? If every such transforma-
tion of circulation presupposes changes in the other conditions of

18 Rodbertus also presupposes, for his ‘constituted value’ and his labour-
money, ‘a correct calculation, balancing and fixing of the quantities of labour
contained in the products to be exchanged’. C.Rodbertus-Jagetzow, Schriften,
Vol.I1, p.6s.

19 Grundrisse, pp.154-56.
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production and social upheavals, there would naturally follow from
this the collapse of the doctrine which proposes tricks of circulation
as a way of, on the one hand, avoiding the violent character of these
social changes and, on the other, of making these changes appear not
to be a presupposition but a gradual result of the transformations in
circulation.’?® ‘It must by now have become entirely clear that this is
a piece of foolishness as long as exchange-value is retained as the
basis, and that, moreover, the illusion that metallic money allegedly
falsifies exchange arises out of a total ignorance of its nature. It is
equally clear on the otherhand that to the degree to which opposition
against the ruling relations of production grows, and these latter
themselves push ever more forcibly to cast off their old skin—to that
degree polemics are directed against metallic money or money in
general, as the most striking, most contradictory and hardest phenom-
enon which is presented by the system in a palpable form. One or
another kind of artful tinkering with money is then supposed to
overcome the contradictions of which money is merely the percept-
ible appearance. Equally clear that some revolutionary operations
can be performed with money, insofar as an attack on it seems to
leave everything else as it was, and only to rectify it.> Then one
strikes a blow at the sack, intending the donkey. However as long as
the donkey does not feel the blow on the sack one hits in fact only
the sack and not the donkey. As soon as he feels it one strikes the
donkey and not the sack. As long as these operations are directed
against money as such, they are merely an attack on consequences
whose causes remain unaffected; i.e. disturbance of the productive
process, whose solid basis then also has the power, by means of a
more or less violent reaction . . . to dominate these.’??

So much, then, on Marx’s critique of the labour-money utopia.??

20 1bid. p.122.

21 Cf. a similar judgement by Marx on Proudhon’s theory of interest.
He wrote to Schweitzer on 24 January 1865, saying: ‘That under certain
economic and political conditions the credit system can be used to accelerate
the emancipation of the working class, just as, for instance, at the beginning
of the nineteenth century in England, it facilitated the transfer of wealth from
one class to another, is unquestionable and quite self-evident. But to regard
interest-bearing capital as the main form of capital and to try to make a
particular form of the credit system, comprising the alleged abolition of
interest, the basis for a transformation of society, is an out-and-out petty-
bourgeois fantasy.” (Selected Correspondence, p.147.)

22 Grundrisse, p.240.

23 We have left out of account Marx’s critique of Proudhon’s theory of
crises, which he also makes in this context.
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It can be seen that the objections he makes to it are already con-
tained, for the most part, in his own theory of money. In fact they
form a very important element of it — namely his theory of the devel-
opment of money. We should therefore turn to the study of this
theme as it is set out in detail in Marx’s manuscript.



T

5.

“Transition from Value to Money’*

1. The necessity of the formation of money

(f‘The difficulty’, wrote Marx in Capital, ‘lies not in comprehend-
ing that money is a commodity, but in discovering how, why and by
what means a commodity becomes money.”} The problem is, there-
fore, that of unearthing the hidden seed of the development of money
in the most simple, elementary exchange relation of the commodity.

[ Those readers who are acquainted with Marx’s Capital will
know that it is precisely this problem which constitutes the main
theme of the analysis of the ‘simple’, total’ and ‘general’ value-
form in Volume I of the work. However, the answer to this question
can already be found, in essence, in the Rough Draft.?)

Let us recall the stumbling-blocks which, in Marx’s view, stand
in the way of any form of labour-money. First, the law of the rising
productivity of labour, which would lead to a constant depreciation
of all commodities in relation to the ‘time-chits’. Second, the neces-
sary incongruence ‘of real value and market value’ of ‘value and
price’; i.e. the fact that the actual labour-time objectified in the
individual commodity cannot directly coincide with general or aver-
age labour-time, which is inherent in the concept of value. At this
point we have to pick up the thread of Marx’s argument once again.

We know that the products of labour are only values insofar as
they count as embodiments of the same social substance, general
human labour. However, labour ‘does not exist in the form of a
general object of exchange which is independent of and separate
from the particular natural characteristics of commodities’.?

* See Marx’s Index zu den 7 Heften in Grundrisse, German edn. p.855.
- 1 Capital 1, p.186 (92).

2 Marx already pointed out that “money is the firstreal form of exchange
of value as value’, and consequently that ‘exchange had to individualise ex-
change-value through the creation of a particular means of exchange’ in his
first economic writings of 1844. (MEGA 111, p.532), and also in the Poverty
of Philosophy, p.81. However this line of reasoning was not developed in
detail and firmly established until the Rough Draft.

$ Grundrisse, p.168,
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It is the labour of individuals, exhibiting different degrees
of intensity and skill, definite concrete labour, ‘which assimi-
lates particular natural materials to particular human require-
ments’.* As such it is objectified ‘in a definite particular commodity,
with particular characteristics, and particular relations to needs’;
whereas as general human labour, as value, it should be embodied
‘in a commodity which expresses no more than its quota or quantity,
which is indifferent to its own natural properties, and which can
therefore be metamorphosed into — i.e. exchanged for — every other
commodity which objectifies the same labour-time’.? In other words :
“The commodity, as it comes into being, is only objectified individual
labour-time of a specific kind, and not universal labour-time. The
commodity is thus not immediately exchange-value, but has still to
become exchange-value’ However, ‘how is it possible to present a
particular commodity directly as objectified universal labour-time,
or — which amounts to the same thing — how can the individual
labour-time objectified in a particular commodity directly assume
a universal character?’¢

And what applies to living labour also applies to objectified
labour, i.e. to the commodity itself. “Two commodities, e.g. a yard
of cotton and a measure of oil, are different by nature, have different
properties, are measured by different measures, are incommensur-
able.’ On the other hand, as values ‘all commodities are qualitatively
equal and differ only quantitatively, hence can be measured against
each other and substituted for one another in certain quantitative
relations. Value is their social relation,” their economic quality.” It
‘presupposes social labour as the substance of all products, dis-
regarding their natural qualities . . . ‘A book which possesses a certain

4 Capital 1, p.133 (42).

5 Grundrisse, p.168.

6 Contribution, pp.43, 46.

7 It does not of course follow from the fact that the ‘objective character’
of commodities ‘as values is purely social’, Capital I, p.138 (4) that they have
no material existence independently of the knowledge or volition of men. Thus,
in Theories III, p.163, Mary says, ‘These same circumstances, independent
of the mind, but influencing it, which compel the producers to sell their pro-
ducts as commodities . . . provide their products with an exchange-value which
(also in their mind) is independent of their use-value. Their “mind”, their
consciousness, may be completely ignorant of, unaware of the existence of
what in fact determines the value of their products or their products as values.
They are placed in relationships which determine their thinking but they may
not know it. Anyone can use money as money without necessarily under-
standing what money is. Economic categories are reflected in the mind in a
very distorted fashion.’
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value and a loaf of bread-possessing the same value are exchanged
for one another, are the same value but in a different material.
Hence, as value, ‘the commodity is an equivalent . . . the general
measure, as well as the general representative, the general medium of
exchange of all other commodities. As value it is money.’

However, precisely ‘because commodities as values are differ-
ent from one another only quantitatively . . . the natural distinctness
of commodities must come into contradiction with their economic
equivalence’, and so their value has to achieve ‘an existence which
is qualitatively distinguishable’ from them. For, ‘as a value every
commodity is divisible; in its natural existence this is not the case.
As a value it remains the same no matter how many metamorphoses
and forms of existence it goes through; in reality, commodities are
exchanged only because they are not the same and correspond to
different systems of needs. As a value the commodity is general; as
a real commodity it is particular. As a value it is always exchange-
able; in real exchange it is exchangeable only if it fulfils particular
conditions. As a value, the measure of its exchangeability is deter-
mined by itself; exchange-value expresses precisely the relation in

. which it replaces other commodities; in real exchange it is exchange-

able only in quantities which are linked with its natural properties
and which correspond to the needs of the participants in exchange.
(In short, all properties which may be cited as the special qualities
of money are properties of the commodity as exchange-value;®
of the product as value as distinct from the value as product.)®
Hence, what originally appeared as a contradiction between
general and individual labour-time, now confronts us as a con-

8 Marx often used the expression ‘exchange-value’ in the Grundrisse
(and also, as we have just seen, in the Theories), where later he would have
simply spoken of ‘value’. What he wrote in Capital I therefore also applies
here: ‘When, at the beginning of this chapter, we said in the customary
manner that a commodity is both a use-value and an exchange-value, this was,
strictly speaking, wrong. A commodity is a use-value or object of utility, and a
“value”. It appears as the twofold thing it really is as soon as its value possesses
its own particular form of manifestation, which is distinct from its natural
form. This form of manifestation is exchange-value and the commodity never
has this form when looked at in isolation, but only when it is in a value relation
or an exchange relation with another commodity of a different kind. Once we
know this, our manner of speaking does no harm; it serves rather as an
abbreviation.’ (Capital I, p.152 (60).)

9 Grundrisse, pp.141-42. Cf. Marx’s letter to Engels, 2 April 1858. ‘From
the contradiction between the general character of value and its material
existence in a particular commodity etc. — these general characteristics are the
same that later appear in money — arises the category of inoney.’ (Selected
Correspondence, p.98.)

E



112 + The Making of Marx’s ‘Capital’

tradiction between the general character of the commodity as
value, and its particular character as use-value.(And Marx goes
on to say that this open contradiction ‘can only be solved through
itself becoming objectified’ ; by the commodity ‘doubling itself’ in the
course of real exchange, i.e. by obtaining ‘in mongy, a form of social
existence separated from its natural existence’.*

Note well, however, this only happens in real exchange. For, as
long as all that is required is the determination of value, the only
problem is to discover the general value-substance of commodities,
the ‘immanent measure of value’, which forms the basis of the
exchange relation.’> When I exchange two commodities with each
other ‘I equate each of the commodities with a third i.e. not with
themselves. This third which differs from them both . . . since it
expresses a relation’ is their value; the commodity, ‘has first to be
converted into labour-time, as something qualitatively different from
it’ before it can be compared at all with other commodities.

‘On paper, in the head, this metamorphosis proceeds by means
of mere abstraction ; but in the real process of exchange a real media-
tion? is required . . . this abstraction has in its turn to be objectified.’?
However, this can only occur in the relation of commodity to com-
modity, since the owners of commodities do not stand in some form
of communal association as producers, but can only relate to one
another through the medium of their products. Consequently the
only thing which can become the expression of the value of a com-
modity is another commodity (similarly the weight of a sugar-loaf
can only be expressed through the weight of another solid, for
example, iron'*). Hence, it is not sufficient for the commodity to
‘possess a double existence [merely] in the head’. This ‘doubling in
the idea proceeds (and must proceed) to the point where the com-
modity appears as double in real exchange; as a natural product on
one side, as exchange-value on the other. That is, the commodity’s

10 Grundrisse, p.145.

11 The ‘immanent measure of value should in no way be confused with
the ‘invariable measure of value’, which some of the Classical economists
looked for in vain. This is because the commodity which serves as an external
measure of value must, as Marx showed, be able to vary its value since, ‘only
as a materialisation of labour-time can it become the equivalent of other com-
modities, but as a result of changes in the productivity of concrete labour the
same amount of labour-time is embodied in unequal volumes of the same type
of use-value’. Contribution, p.67; Cf. Theories 111, pp.133-34.

12 On the category of ‘mediation’, borrowed from Hegel, see Lukacs,
History and Class Consciousness, pp.162-64.

13 Grundrisse, pp.142, 143-44.

14 Cf. Capital 1, pp.148-49, (56-57).
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exchange-value obtains a material existence separate from the com-
modity’, i.e. it achieves independence in the shape of money.!s

As consistent as this derivation of money may seem, it involved,
initially, certain hesitations which are evident in the Rough Draft.
For Marx, as also for Lassalle, who had learnt from Hegel, it was
an obvious step to take to view money as the embodiment of value
in the sense of ‘the Ideal, the Universal, the One’, in contrast to
commodities, which in Hegelian terms represented ‘the Real, Par-
ticularity, the Many’.*® And, like Lassalle, Marx too was at first
inclined, for just this reason, to regard money as a mere sign of
value, ‘simply the ideal unity or expression of value of all the real
products in circulation’.’” (We may also detect here the influence of
Ricardo’s theory of money, with its one-sided emphasis on the func-
tion of money as a means of circulation, where it does in fact appear
as a mere sign of value.) Hence we can find numerous passages in
the Rough Draft, especially Notebooks I and II, which treat money
in general (and not just paper money), as a mere sign of value or a
‘symbol’. We can read there for example : “The product becomes a
commodity i.e. a mere moment of exchange. The commodity is
transformed into exchange-value. In order to equate it with itself
as an exchange-value, it is exchanged for a symbol which represents
it as exchange-value as such. As such a symbolised exchange-value,
it can then in turn be exchanged in definite proportions for every
other commodity.”*® Of course, even in this part of the text Marx
repeatedly emphasises that ‘even if only a sign’ money ‘must consist
of a particular commodity’, and that consequently paper money can
in no way directly express the value of commodities, but must rather
function constantly as the representative of gold currency!® How-
ever the way he expressed himself in Notebook I of the Rough Draft,

16 Grundrisse, p.145.

16 See Marx’s letter to Engels, 1 February 1858, where he comments on
Lassalle’s book on Heraclitus. (Selected Correspondence, pp.g4-95.) Cf. Hegel’s
Philosophy of Right: ‘If we consider the concept of value, we must look upon
the thing itself only as a symbol; it counts not as itself but as what it is worth.’
(Cited in Capital 1, p.185 (91).)

17 Lassalle, Die Philosophie Herakleitos des Dunklen von Ephesos, 1858,
Voll, p.224, cited by Lenin in Collected Works, Vol.38, p.325. On the
previous page of Lenin’s Philosophical Notebooks we read: ‘In this con-
nection Lassalle writes about value . . . expounding it in the Hegelian manner
(as “separated abstract unity”) and adding: ... “that this unity, money, is
not something actual but something merely ideal (Lassalle’s italics) is evident
from the fact” etc . . .’ Lenin notes in the margin: ‘Incorrect (Lassalle’s
idealism)’.

18 Grundrisse, p.145.

19 ibid. p.167ff.
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saying that money not only ‘represents’, but also ‘symbolises’® the
value of commodities, stands in glaring contrast to the real meaning
of Marx’s theory of money, and as a consequence had to be dropped
later. This took place in the Contribution,?* and after that we can
find no trace of this ‘symbol theory’ in Marx’s work.

So much then on the dialectical derivation of money from value
as it exists in the Rough Draft. To the reader who is not acquainted
with Marx’s theory this derivation might appear ‘contrived’ — an
example of an empty ‘dialectic of concepts’, which endows economic
categories with a life of their own, and, in truly Hegelian fashion,
lets them originate from and pass over into one another. One inter-
esting incidental remark in the Rough Draft illustrates how easily
such an impression can arise, and also shows that Marx himself
allowed for the possibility of such a misinterpretation. He writes: ‘It
will be necessary later, before this question is dropped, to correct the
idealist manner of its presentation, which makes it seem as if it were
merely a matter of conceptual determinations and of the dialectic of
these concepts. Above all in the case of the phrase: product (or
activity) becomes commodity ; commodity, exchange value ; exchange-
value, money.’?? In other words : the reader should not imagine that

20 Cf. ibid. p.167. ‘From the fact that the commodity develops into
general exchange-value, it follows that exchange-value becomes a specific
commodity: it can do so only because a specific commodity obtains the
privilege of representing, symbolising, the exchange-value of all other com-
modities; i.e. of becoming money.” (The error here is clearly that of equating
the concepts ‘representing’ and ‘symbolising’.)

21 Cf. the following passage where Marx remarks (in a polemic against
himself as it were): ‘Money is not a symbol, just as the existence of a use-value
in the form of a commodity is no symbol. A social relation of production
appears as something existing apart from individual human beings, and the
distinctive relations into which they enter in the course of production in society
appear as the specific properties of a thing — it is this perverted appearance,
this prosaically real, and by no means imaginary, mystification that is charac-
teristic of all social forms of labour positing exchange-value. This perverted
appearance manifests itself merely in a more striking manner in money than
it does in commodities.” (Contribution, p.49.) See also the polemical note in
Capital 1, p.200o (105), according to which Lassalle ‘erroneously makes money
a mere symbol of value’, and ibid. pp.185-86 (91-92). )

g2 Grundrisse, p.151. In our opinion the necessity for such a ‘correction’
prompted Marx to begin his analysis in the Contribution with the commodity,

 and not with value, as he originally intended (ie. his plan of 2 April 1858).

Cf. Marx’s marginal note on Kaufmann’s Theorie der Preischwankungen
published in Kharkov: ‘The mistake generally is to proceed from value as the
highest category instead of from the concrete, the commodity . . . Yes, but not
the single man, and not as abstract being . . . The error — to proceed from man
as a thinker, and not as an actor. ..’ Karl Marx Album, 1953, p.115. |

/
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economic categories are anything other than the reflections of real
relations, or that the logical derivation of these categories could
proceed- independently of their historical derivation. On the con-
trary — the logical method of approach (as Engels wrote in his review
of the Contribution in 1859), is indeed nothing other than the his-
torical method, only stripped of the historical form and of disturbing
accidental occurrences. The point where this history begins must also
be the starting-point of the train of thought, and its further progress
will be simply the reflection, in abstract and theoretically consistent
form, of the course of history. Though the reflection is corrected, it
is corrected in accordance with laws provided by the actual course
of history, since each factor can be examined at the stage of develop-
ment where it reaches its full maturity, its classical form.’?® That this
was Marx’s method from the outset can be seen best of all in the
numerous passages in the Rough Draft, in the Contribution and in
Capital which provide — parallel to the logical derivation of value
and money — a historical derivation of these same concepts, in which
Marx confronts the results of his abstract analysis with actual his-
torical development.

Naturally, Marx could not share Adam Smith’s naively ahistori-
cal conception which derived exchange relations from a supposedly
innate ‘propensity to consume’?* He rejects the ‘unimaginative
notion’ of an individual producer of bows in a primitive hunting
tribe, who makes it his principal task to exchange bows and arrows
for cattle and game, and thus lays the foundation stone of the social
division of labour.?® For Marx, the individual producer of com-
modities is rather the end result of a very long process of historical
development. Exchange was certainly ‘one of the principal agents
of this individualisation’, but it presupposes a certain level of the
productivity of labour which by no means existed from the outset.

Our starting point should be natural communities, ‘as they
originally emerged from the animal kingdom - still powerless before
the forces of nature, and as yet unconscious of their own; hence as
poor as the animals, and hardly more productive’ (Engels). The
human being produces here ‘no more than he immediately requires.
The limit of his needs is the limit of production . . . in this case no
exchange takes place or exchange is reduced to the exchange of his

23 Engels, MEW Vol.13, p.475.

2¢ Adam Smith, An Inquiry into the Nature and Causes of the Wealth of
Nations {1776), New York 1937, p.13.

26 Notebooks on Smith, in Collected Works, Vol.3, London: Lawrence
& Wishart 1975.
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labour for the product of his labour, and this exchange is the latent
form, the germ, of real exchange.’?®

The turning point comes as soon as people are able to produce
more than they need for their daily subsistence, as soon as their labour
provides a ‘surplus-product’. Now an exchange of products can take
place, not, in the first instance, within the confines of natural com-
munities themselves, ‘but on their margins, on their borders, the few
points where they come into contact with other communities’.?” But
this primitive barter is still far removed from real exchange, with
money as its medium. In fact it represents — even where exchange
encompasses an entire range of products — ‘much more the beginning
of the transformation of use-values into commodities than the trans-
formation of commodities into money’. In this situation exchange-
value has not acquired an independent form, ‘but is still directly tied
to use-value. This is manifested in two ways. Use-value, not exchange-
value, is the purpose of the whole system of production, and use-
values accordingly cease to be use-values and become means of
exchange or commodities, only when a larger amount of them has
been produced than is required for consumption. On the other hand,
they become commodities only within the limits set by their immedi-
ate use-value, even when this function is polarised so that the com-
modities to be exchanged by their owners must be use-values for
both of them, but each commodity must be a use-value for its

wner.’?

This is therefore the point at which the ‘contradiction between
ude-value and exchange-value which is contained in the commodity’
clearly emerges. ‘For example, commodities as use-values are not
divisible at will, a property which as exchange-values they should
possess. Or it may happen that the commodity belonging to A may

.. be a use-value required by B; whereas B’s commodity may nrot have

any use-value for A. Or the commodity owners may need each other’s
commodities but these cannot be divided and their relative exchange-

26 See Collected Works, Vol.3, p.224. The last sentence should be under-
stood in the sense that in the actual exchange of goods (to the extent that it is
an exchange of equivalents), each partner receives as equivalent for his goods
only an amount corresponding to the product of his own labour.

27 Contribution, p.50. Inherent in the concept of exchange is that each
of the participants purchases, in return for his own product, one in some-
one else’s possession. ‘But this relationship of reciprocal isolation and
foreignness does not exist for the members of a primitive community of natural
origin.’ Only later, ‘as soon as products become commodities in the external
relations of a community do they also, by reaction, become commodities in the
internal life of the community’. (Capital I, p.182 (87).)

28 Contribution, p.50.
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values are different.’?® (Or, we could add, they may not need them at
the same time.) In all such instances no exchange will take place,
since the natural characteristics of the commodities contradict their
general character as value. In order to overcome this difficulty the
product, as exchange-value, has to free itself from its natural incom-
mensurability with other products and acquire a ‘value-form inde-
pendent of its own use-value, or of the individual need of the
exchanger’. /

Marx’continues : “The problem and the means for its solution
arise simultaneously. Commercial intercourse, in which the owners
of commodities exchange and compare 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 commodi-
ties, directly acquires, though within narrow limits, the form of a
universal or social equivalent. The universal equivalent form comes
and goes with the momentary social contacts which call it into exist-
ence. It is transiently attached to this or that commodity in alterna-
tion. But with the development of exchange it fixes itself firmly and
exclusively onto particular kinds of commodity i.e. it crystallises out
into the money-form.’s®

‘At the beginning that commodity will serve as money . . . which
is most frequently exchanged and circulated as an object of con-
sumption . . . 1.e. which represents within the given social organisa-
tion wealth par excellence . . . Thus salt, hides, cattle3! slaves ... It is
the particular usefulness of the commodity, whether as a particular
object of consumption (hides) or as a direct instrument of production
(slaves), which stamps it as money in these cases. In the case of
further development precisely the opposite will occur ie. that com-
modity which has the least utility as an object of consumption or
instrument of production will best serve the needs of exchange as

29 ibid. p.51.

30 Capital 1, pp.182-83 (103).

31 ‘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 con-
tact with foreign communities, encourages the exchange of products.” (ibid.
p.183 (88).)

- In his review of L.H.Morgan’s famous book Ancient Society, written
much later, Marx called attention to Morgan’s idea that ‘the possession of
domesticated animals ~ which are capable of infinite multiplication — gave the
first idea of wealth to the human mind’.
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such. In the former case, the commodity becomes money becauseof
its particular use-value; in the latter case it acquires its particular
use-value from its serviceability as money. The precious metals last,
they do not alter, they can be divided and then combined together
again, they can be transported relatively easily owing to the com-
pression of great exchange-value in little space — for all these reasons
they are especially suitable in the latter stage.’?

This is enough to illustrate the procedure which Marx employed
in the first — and as is recognised, the most abstract — part of his work.
It is all here : the derivation of money from direct barter; the suc-
cession of the three stages of exchange (which we know from Capital
as the ‘simple’, the ‘total’ and the ‘general’ form of value); the
antithesis of use-value and exchange-value; and finally the doubling
of the commodity into commodity and money, which proceeds from
this antithesis. ‘Control by the facts . . . takes place at every step of
the analysis’, which proceeds simultaneously, both ‘deductively’, and
‘inductively’, ‘logically’ and ‘historically’. /Lenin (whom we have
just quoted) was correct in claiming that Marxs Capital, in its
deepest meaning, is a work which explains and elucidates the history
of capitalism (here, the commodity-producing society), by means of
an ‘analysis of the concepts which sum up this history’.3® From this
standpoint surely there could be no other economic work more realis-
tic than Capital, despite, the occasional apparent abstruseness of its
method of presentation. /

2. The quantitative and the qualitative aspects of the problem
of value (the magnitude of value and the form of value)

{ We have seen how the creation of money proceeds from the
‘contradiction between the particular nature of the commodity as a
product and its general nature as exchange-value’; In contrast to
bourgeois economists, who see in money simply ‘@’ cunningly con-

32 Grundrisse, pp.165-66. Marx adds there: ‘At the same time, they [the
metals] form the natural transition from the first form of money. At somewhat
higher levels of production and exchange, the instrument of production takes
precedence over products; and the metals (prior to that, stones) are the first
and most indispensable instruments of production. Both are still combined in
the case of copper, which played such a large role as money in antiquity:
here is the particular use-value as an instrument of production together with
other attributes which do not flow out of the use-value of the commedity but
correspond to its function as use-value.’

33 Lenin, Collected Works, Vol.38, p.320.
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ceived expedient’ designed to overcome the difficulties of simple
barter, Marx derives it from the basic contradiction ‘which is con-
tained in the existence of the commodity as the direct unity of use-
value and exchange-value’. However, what is the real meaning of
this co‘{ll\tradiction, and why does Marx attribute such significance
to it? (Was it because (as Bortkiewicz thinks) he had the ‘perverse’
desire to ‘project’ every conceivable contradiction and antithesis
onto capitalism?®}To accept this would mean blocking the way,
from the outset, td'any understanding of Marx’s theory of value. This
contradiction, far from being a contrived ‘metaphysical’ construc-
tion, represents, in fact, the most general form in which the real
conditions of existence and developmental tendencies of the bourgeois
social order are condensed. It is, in fact, only another expression for
the fact that in a society of atomised private producers the labour
of the individual is not directly social (nor can it be), but must prove
itself as such by negating itself, by negating its own original charac-
ter. For, although the universal dependence of producers on one
another first becomes a fact in this mode of production, it lacks any
form of unified social planning, and is subject to the blind forces of
the market3® ‘The total movement of this disorder is its order.®

3¢ ‘In addition we find in Marx the perverse desire to project logical
contradictions onto the objects themselves, in the manner of Hegel. The
determination of prices, as it takes place in a capitalist economy, contradicts
the law of value. And why not? The capitalist economic order is filled and
permeated with contradictions of all kinds. It would only seem right to Marx
to enter one more contradiction into capitalism’s account.” (L.v.Bortkiewicz,
‘Value and Price in the Marxian System’, International Economic Papers,
no.2, 1952. Originally published in German in 1907.)

36 Cf. Capital I11, p.881. ‘Whereas on the basis of capitalist production,
the social character of production confronts the mass of direct producers in
the form of strictly regulating authority and a social mechanism of the labour
process organised as a complete hierarchy . . . among the bearers of this author-
ity, the capitalists themselves, who confront one another only as commodity
owners, there reigns the most complete anarchy, within which the social frame-
work of production asserts itself only as an overwhelming natural law vis-a-vis
the arbitrary will of the individual.’

But what about the modern, powerful monopolies? Or the tendencies
towards étatisme in the present-day economy? These are factors which Marx
could not study, because they did not exist in his time (1864-65). Do they not
prove that capitalism itself has overcome its characteristic anarchy of produc-
tion, or is on the verge of doing so? Those who argue in this way overlook the
fact that they prove too much. If capitalism were really able to eliminate free
competition and the anarchy of production, it would eliminate itself at the
same time. They forget that, ‘the repulsion of capitals from one another’ is
inherent in the concept of capital, and that a ‘universal capital, without any
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But how, then, are the interconnections within society established
in such a mode of production? At first it seems to be simply a quan-
titative problem. Every society must satisfy the needs of its members,
Consequently it is of great importance for every society that the
labour-power at its disposal should not, in the long-term, be squan-
dered or incorrectly employed; and further, that all the branches of
production receive the required amounts of labour, and that in none
of these is labour employed under poorer than average conditions. As
a consequence of its anarchic character, a society of independent com-
modity producers has no means of regulating this in advance. It
knows only one form of social connection — the market. The producer
in this society only finds out, post festum, ‘after exchange is com-
pleted ... whether his commodity actually satisfies a social need and
whether his labour-time has been properly employed’.??

Only in this way can the amount of labour to be performed by
the society be ascertained, and the work of the individual brought
into conformity with the requirements of the economy as a whole.
Hilferding considered that Marx’s concept of ‘abstract’, ‘general
‘sotial labour had to be primarily interpreted from this standpomt
as meaning ‘socially necessary labour’. ‘Inside commodity produc-
tion’, says Hilferding, ‘one objective social moment underlies the
exchange relation, and rules the exchange relation; the socially neces-
sary labour Wthh is embodied in the objects to be exchanged.” And
‘they become commensurable only as an expression’ of socially neces-
sary labour-time of this kind.38

From Marx’s polemic against Bailey and Ricardo in Part III of
T heories of Surplus-V alue, we can see just how one-sided (and hence
inadequate) this interpretation of Marx’s concept of value is.

other, independent capitals with which it could exchange would therefore be
a non-thing’. (Grundrisse, p.421.)

In another section of the Rough Draft we read: ‘The autonomisation of
the world market . . . increases with the development of monetary relations . . .
and vice versa, since the general bond and all-round interdependence in pro-
duction and consumption increase together with the independence and indiffer-
ence of the consumers and producers to one another; since this contradiction
leads to crises etc., hence together with the development of this alienation,
and on the same basis, efforts are made to overcome it.” The real historical
significance of these attempts lies, however, elsewhere : ‘Although on the given
standpoint, alienation is not overcome by these means, nevertheless relations
and connections are introduced thereby which include the possibility of sus-
pending the old standpoint’ i.e. capitalism. (ibid. pp.160-61.)

36 K.Marx, Wage-Labour and Capital, in Selected Works, p.78.

37 R.Hilferding, Das Finanzkapital, 1st edition, p.8.

38 ¢bid. pp.3-4, 6.
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‘In order that the commodities may be measured according to
the quantity of labour embodied in them . . . the different kinds of
labour contained in the different commodities must be reduced to
uniform simple labour . . . this reduction to simple average labour is
not however the only determinant of the quality of this labour to
which as a unity the values of the commodities are reduced. That
the quantity of labour embodied in a commodity is the quantity
socially necessary for its production — the labour-time being thus
necessary labour-time — is a definition which concerns only the mag-
nitude of value.®® But the labour which constitutes the substance of
value is not only uniform, simple, average labour; it is the labour of
a private individual represented in a definite product. However, the
product as value must be the embodiment of social labour, and as
such, be directly convertible from one use-value into all others. . . .
Thus the labour of individuals has to be directly* represented as its
opposite, social labour . . .41

This glaring contradiction can clearly only be resolved by equat-
ing the labour of individuals in exchange, by means of its reduction
to abstract, universal human labour. “The labour-time of the indi-
vidual can produce exchange-value only if it produces universal
equivalents, that is to say, if the individual’s labour-time represents
universal labour-time . . .’ ‘It becomes social labour by assuming the
form of its direct opposite, of abstract universal labour.” The issue is
not that of its social nature pure and simple, but rather ‘the specific
manner in which that labour . . . which posits exchange-value, and
thus produces commodities is social labour’.42

This becomes clear as soon as we turn to pre-capitalist conditions,
where production for exchange either played no role or only a
minimal one. For example : ‘Under the rural-patriarchal system of
production, when spinner and weaver lived under the same roof —
the women of the family spinning and the men weaving, let us say
for the requirements of the family —~ yarn and linen were social pro-
ducts, and spinning and weaving social labour within the framework
of the family. But their social character did not appear in the form
of yarn becoming a universal equivalent exchanged for linen as a
universal equivalent, ie. of the two products exchanging for each
other as equal and equally valid expressions of the same universal

39 Ricardo overlooked this very point (as did most of the popularisers of
Marx’s theory as well).

40 Since this direct representation is impossible a ‘mediation’ has to take
place, i.e. the formation of money.

41 Theories III, p.135.

42 Contribution, pp.32-35.
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labour-time. On the contrary, the product of labour bore the charac-
teristic social imprint of the family relationship with its naturally
evolved division of labour.’

‘Or let us take the services and dues in kind of the Middle Ages,’
continues Marx. ‘It was the distinct labour of the individual in its
original form, the particular features of his labour and not its uni-
versal aspect that formed the social ties at that time. Or finally let
us take communal labour in its spontaneously evolved form as we
find it among all civilised nations at the dawn of their history. In
this case the social character of labour is evidently not mediated by
the labour of the individual assuming the abstract form of universal
labour or his product assuming the form of a universal equivalent.
The communal system on which this mode of production is based
prevents the labour of an individual from becoming private labour
and his product the private product of a separate individual; it
causes individual labour to appear rather as the direct function of a
member of the social organisation.”® (The same applies, mutatis
mutandis of course, to the socialist society of the future.)**

In contrast to this, the labours of individuals in a society of ‘isola-
ted individuals’ i.e. of private producers, only operate ‘as an
element of the total labour of society through the relations which
the act of exchange establishes between the products, and through
their mediation, between the producers’.*® “The labour of different
persons is equated and treated as universal labour only by bringing
one use-value into relation with another one in the guise of exchange-
value.’*® Hence it appears (‘something which only applies for this
particular form of production, commodity production’) that ‘the
specific social character of private labours carried on independently
of each other consists in their equality as human labour’ . . . and this
social character must therefore assume ‘in the product, the form of
value’.*”

It is clear that we are dealing here with one of the cardinal
principles of Marx’s theory of value — a principle which distinguishes
this theory of value from all its predecessors in radical fashion.
Ricardo too was naturally aware of the fact that the labour of the
individual has to be reduced to ‘socially necessary labour’ in order
to serve as the basis of value. (He points this out in Section 2 of the
first chapter of his book.) However, this only concerns the quantita-

43 {bid. PP-33-34-

4¢ Cf. Chapter 30 below, ‘The Historical Limits of the Law of Value.’

45 Capital 1, p.165 (73).
46 Contribution, p.34.
47 Capital 1, p.167 (74).



‘Transition from value to money’ - 123

tive, not the qualitative side of the problem. But the point is, ‘not
only that the different magnitudes of commodity values are measured
by expressing the values in the use-value of one exclusive commodity,
but at the same time that they are all expressed in a form in which
they exist as the embodiment of social labour and are therefore
exchangeable for every other commodity, that they are translatable
at will into any use-value desired.” The labour contained in the com-
modities ‘must be represented as social labour, as alienated individual
labour’.*®* However, this is only necessary in a commodity-producing
society. Only in such a society does the labour of the individual have
to represent itself ‘as its opposite, impersonal, abstract, general — and
only in this form social’ labour.*® Of course even a socialist society
would have to ‘keep accounts’ of the labour-power at its disposal,
and would therefore have to reduce individual labour to ‘simple
average labour’. However, it would not occur to it ‘to express the
simple fact that the hundred square metres of cloth required one
thousand hours of labour for their production . . . in the oblique and
meaningless way that they have a value of one thousand hours of
labour’.’® And it is precisely because Ricardo mistakenly saw the
value-form as the ‘eternal, natural form of social production’ that he
restricted himself to the magnitude of value in his analysis.®* Hence
also his ‘incorrect theory of money’, his failure to understand ‘the
connection between the determination of the exchange-value of the
commodity by labour-time and the fact that the development of com-
modities necessarily leads to the formation of money’.5*

3. The formation of money and commodity fetishism
/ The phenomenon of commodity fetishism is closely tied up with
the formation of monegixI We saw that real exchange produces the
doubling of the commodity, its separation into commodity and
money. It selects ‘from the common mass of commodities one sov-
ereign commodity in which the value of all other commodities can be
expressed once and for all; a commodity which serves as the direct
incarnation of social labour, and is therefore directly and uncondi-
tionally exchangeable for all other commodities — namely money.’s?

48 T heories 111, pp.130-31.
49 Contribution, p.69.

50 Engels, Anti-Diihring, 1969, p.367.

51 Cf. Capital I, p.174 note 74 (p.8o note 1).
52 T heories 11, p.164.
53 Anti-Diihring, p.427.

Oy
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However, in order that ‘a particular commodity may become, as it
were, the general substance of exchange-value’, the exchange-value
of all commodities has to be identifiable with this particular com-
modity ; one of the commodities has to acquire ‘an existence independ-
ent of the commodity, an existence based in an autonomous material
of its own, in a particular commodity’.** ‘The exchange-value of a
thing is nothing other than the quantitatively specific expression of
its capacity for serving as a medium of exchange. In money the
medium of exchange becomes a thing, or the exchange-value of the
thing achieves an independent existence apart from the thing.’s® This
is a development which already demonstrates unequivocally the
fetishism bound up with commodity production, its own special ‘per-
sonification of objects, and reification of the relations of production’,

Let us go back to Marx’s comparison between the value of com-
modities and the weight of objects. Since sugar is heavy, its weight
can be expressed by comparing it with the weight of another body.
‘However it would be absurd to make the assumption that the sugar
weighs 10 lbs, for example, because I placed ten pound-weights on
the other side of the scales.’®®It would be no less absurd, in fact it
would be insane, to suppose further that since the weight of the sugar
is expressed in iron-weights, it is something ‘ferrous’; that the iron
signifies the weight as such, and embodies it. However, it is exactly
this insanity which characterises the form in which the relations of
exchange appear to the owners of commodities. We know that in
exchange, the value of a commodity cannot be expressed except in
the use-value of another commodity, let us say, the value of linen in
the use-value of a coat. This is true even in the most elementary
exchange relation : x Commodity A = y Commodity B (which Marx
called the ‘simple, isolated or accidental form of value’). Com-
modity B (the coat) therefore counts ‘as a thing in which value is
manifested, or which represents value in its tangible natural form’.5
Nevertheless the coat, in relation to the linen, ‘cannot represent value,
unless value for the latter, simultaneously assumes the form of a
coat’,’® unless, in other words, it appears that ‘the coat, just as it is,
expresses value and is endowed with the form of value by Nature

5¢ Grundrisse, pp.168, 188.

56 {bid. pp.199-200.

56 K.Kautsky, K.Marx’ Okonomische Lehren, 1906, p.27.

57 Capital 1, p.143 (51).

58 Marx adds: ‘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”.” (ibid. p.143 (51-52).)
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itself’, just as much as ‘its property of being heavy or its ability to
keep us warm’ is provided by Nature.®® ‘As a use-value, the linen is
something palpably different from the coat; as value it is identical
with the coat, and therefore looks like the coat.’®® Hence the most
simple exchange relation reveals that in a society based on private
property, in which the producers can only relate to each other by
means of their commodities, ‘the social characteristics of their own
labour’ must appear ‘as objective characteristics of the products of
labour themselves’.®*

However, the value-form x Commodity A = y Commodity B
only applies to a sporadic and hence transient exchange relation,
that solely between two particular commodities. In such a situation
it is still very difficult to grasp the reification of the social relations
of production. It does not take on a distinct and tangible shape until
the money-form. Then, all commodities express their value in the
same equivalent, in the same money-commodity. The ‘false sem-
blance’ consequently becomes firmly established, i.e. that ‘the thing
in which the magnitude of the value of another thing is represented
(has] . . . the equivalent form independently of this relation, as a
social property inherent in its nature’.%? ‘The form of direct and
universal exchangeability . . .> finally becomes ‘entwined with the
specific natural form of the commodity gold’ (or silver.)*® This com-
modity ‘does not seem to become money, because all other commodi-
ties express their value in it, but, on the contrary, all other commodi-
ties universally appear to express their values in gold, 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-con-
figuration 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 complete inversion and reification of the social
relations of production, ‘which only impinges on the crude bourgeois
vision of the political economist when it . . . confronts him in the
shape of money.” (Marx adds: ‘He does not suspect that even the

59 ibid. p.149 (57).
60 tbid. p.143 (51).
81 jbid. pp.164-65 (72).
82 ibid. p.187 (92).
63 {bid. p.162 (70).
84 ibid. p.187 (92).
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simplest expression of value, such as 20yds. of linen = 1 coat, already
presents the riddle of the equivalent form for us to solve.’)®®
However, what is the real source of this unique inversion? Why,
in a commodity-producing society, do the mutual relations of human
beings ‘always have to be bound to objects’, and why must they
‘appear as things’ ?%¢ The reason is simply that the producers in such
a society cannot relate to their labour as direct social labour since
they have lost control over their own relations of production. Hence,
‘the social character of labour appears as the money-existence of the
commodity, and consequently as a thing outside actual production’.®?
‘Objects of utility become commodities only because they are the
products of the labour of private individuals who work independently
of each other. .. 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.” And they appear to them ‘as what they are . . . i.e. not as

direct social relations between persons in their work . . . but as

. material relations between persons and social relations between
| things %8

We have confined ourselves here to passages from Volume I of
Capital because the analysis of the form of value in this work provides
the proof that the ‘riddle of the money fetish’ is in fact ‘simply the
riddle of the commodity fetish, now become visible and dazzling to
our eyes’.®® However, this should not be taken to mean that Marx’s
famous concept of ‘commodity fetishism’ was first developed in the
mid-1860s. It was already in evidence in his earliest economic works.
For example, we read in Marx’s notes on Mill of 1844 : “The nature
of money ... is in the first place . . . that the mediating activity of

66 ibid. pp.149-50 (57-58).

68 Engels, MEW Vol.13, pp.475-76. ‘The product which enters into
exchange is the commodity. However, it is only a commodity in that a relation
between two people or communities attaches itself to the thing, the product,
namely the relationship between the producer and the consumer, who are not
one and the same person here. This is immediately an example of a quite
unique state of affairs which penetrates the whole of economics and has
prompted awful confusion in the minds of bourgeois economists : economics
does not deal with things, but with relations between people, and in the final
analysis between classes; these relations are, however, always connected to
things and appear as things. Marx was the first to have uncovered the general
validity of this for all economics, and thus rendered the most difficult questions
so simple and clear.’

87 Capital 111, pp.516-17.

88 Capital 1, pp.165-66 (72).

89 ibid. p.187 (93).
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human social action by which man’s products reciprocally complete
each other is alienated, and becomes the characteristic of a material
thing, money, which is external to man. When man exteriorises this
mediating activity he is active only as an exiled and dehumanised
being; the relation between things, and human activity with them,
becomes the activity of a being outside and above man. Through
this alien intermediary — whereas man himself should be the inter-
mediary between men — man sees his will, his activity, and his rela-
tions to others as a power which is independent of him and of them.
His slavery therefore attains its peak. That this intermediary becomes
areal god is clear, since the intermediary is the real power over that
which he mediates to me.” His cult becomes an end in itself. The
objects separated from this intermediary have lost their value. Thus
they only have value insofar as they represent it, whereas it seemed
origjnally that it only had value in so far as it represented them.’"
And elsewhere; ‘Why must private property develop into the
nfoney system? Because man, as a social being, must proceed to
exchange, and because exchange — private property being presup-
posed — must evolve into value. The mediating process between the
exchangers is not a human relation; it is the abstract relation of
private property and the expression of this abstract relationship is
value, whose real existence as value is money. The object loses the
meaning of human personal property, because those who exchange
do not relate to each other as people.’ Consequently, in money ‘the
complete domination of the estranged object over people makes its
appearance. What was the domination of person over person is now
the universal domination of things over people, of the product over

%0 Cf. Grundrisse, p.331, where we find this entirely Hegelian passage:
‘This intermediary situation always appears as the economic situation in its
completeness, because it comprises the opposed poles, and ultimately always
appears as a one-sidedly higher power vis-d-vis the extremes themselves;
because the movement or the relation, which originally appears as mediatory
between the extremes, necessarily develops dialectically to where it appears as
mediation with itself, as the subject for whom the extremes are merely its
moments, whose autonomous presupposition it suspends in order to posit itself,
through their suspension, as that which alone is autonomous.” Cf. the echo of
this passage in Capital I, Chapter 32.

71 MEGA 111, p.531. Translated in Bottomore and Rubel, Karl Marx:
Selected Writings in Sociology and Social Philosophy, Harmondsworth:
Penguin 1961, p.179. Also in Collected Works, Vol.3, p.212. Cf. Grundrisse,
p.149, ‘Money is originally the representative of all values; in practice this
situation is inverted, and all real products and labours become the represen-
tatives of money.’

b



12///:.7';/.’:.;./ Y - M iy f?:\j
128 + The Making of Marx’s ‘Capital’

the producers.” In the same way that the equivalent, value, formed
the basis of the alienation (Entdusserung) of private property, so
money is the sensuous, objective existence of this alienation.’”®

All the elements of the later theory of commodity are already
present here, even if they appear in philosophical guise. Although
this theory did not obtain its real economic basis until the publication
of Capital, the Rough Draft, written ten years before, already
demonstrates why all products, and the results of all labour in a
commodity-producing society, first have to be exchanged for a ‘third,
material thing’, in order to obtain proper social validity and recog-
nition, and further, why this ‘material medium’ has to become inde-
pendent of the world of commodities. This provides the basis both
for the supremacy of money and money relations and for the inverted
reflection of the social relations of production in the consciousness of
the participants, i.e. it provides a foundation for commodity fetishism.

This is what we may read in the Rough Draft : “The reciprocal
and all-sided dependence of individuals who are indifferent to one
another forms their social connection. This social bond is expressed
in exchange-value, by means of which alone each individual’s owny
activity or his product becomes an activity and a product for him;
he must produce a general product — exchange-value or . . . money’ *
in order to be able to transform his product, ‘into a means of life for
himself’.” ‘On the other side, the power which each individual exer-
cises over the activity of others or over social wealth exists in him as
the owner of exchange-values, of money. The individual carries his
social power, as well as his bond with society, in his pocket.’”® And
‘the more production is shaped in such a way that every producer
becomes dependent on the exchange-value of his commodity’ the
more ‘the power of money grows™ i.e. the exchange relation estab-
lishes itself as a power external to and independent of the producers.
What originally appeared as a means to promote production becomes
a relation alien to the producers.’ Consequently in exchange-value
‘the social connection between persons is transformtyto a social

72 ‘Rob the thing, the completed money system, of its social power, and
you must give it to persons to exercise over persons.” Grundrisse, p.158.

73 Collected Works, Vol.3, pp.212-13. (Cf. German Ideology, p.445.)

7¢ Marx states in another passage: ‘For the person who creates an in-
finitesimal part of a yard of cotton, the fact that this is value, exchange-value
is not a formal matter. If he had not created an exchange-value, money, he
would have created nothing at all.’ (Grundrisse, p.252.)

76 1bid. pp.156-57.

76 Later we read of the ‘transcendental power of money’.
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relation between things; personal capacity into ohjective wealth’.””
In this sense money is the ‘objective bond of society),”™ the ‘real com-
munity’ which takes the place of the old community, which was held
together by natural ties and relations of personal dependence, and
which can tolerate ‘none other standing above it’."We can see from
this that commodity fetishism and the formation of money are simply
two different aspects of one single situation (a fact often overlooked
in textbooks on marxist economics) : namely, that in a commodity-
producing society, ‘the exchangeability of the commodity’ exists ‘as
a thing beside it . . . as something different from it’, ‘something no
longer directly identical with it’,*° and hence that value must achieve
autonomy in relation to commodities.®* It further follows from this
that both phenomena are inseparable from commodity production
and that a commodity-producing society is incapable either of freeing
itself from money, or of tearing away the ‘mystical veil’ which
obscures the real nature of the material process of production. This
will only be possible when the process of production ‘becomes pro-
duction by freely associated Producers, and stands under their con-
scious 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.’®?

77 ibid. pp.146, 157.

78 Grundrisse, German edn. p.866. Reference to a heading in the Index
zu den 7 Heften.

79 Grundrisse, pp.225, 223. It should be further emphasised here that
the reification of the social relations of production reaches its peak with capital,
especially interest-bearing capital. ‘Just as exchange-value . . . appears in
money to be a thing, so do all aspects of the activity which creates exchange-
values, labour, appear in capital.’ (tbid. p.254.) This is a theme with which we
shall be concerned later.

80 1bid. p.147.

81 Marx remarks in the Theories that the autonomisation of value might
be regarded as a ‘scholastic invention’ or a ‘paradox’ (just as Marx’s conception
of capital as ‘independent value’ or ‘value-in-process’ appears paradoxical to
bourgeois critics). However, ‘it goes without saying that the paradox of reality
is also reflected in paradoxes of speech which are at variance with common
sense, i.e. with what vulgarians think and believe. The contradictions which
arise from the fact that on the basis of commodity production the labour of
the individual presents itself as general social labour, and the relations of
people as relations between things and as things — these contradictions are
innate in the subject matter, not in its verbal expressions.’ (T heories 111, p.137.)

82 Capital 1, p.173 (80). A fine comparison between money and the state
can be found in Trotsky’s The Revolution Betrayed, New York 1945, pp.65-66.
‘These two problems, state and money, have a number of traits in common,
for they both reduce themselves in the last analysis to the problem: pro-
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4. The unfolding of the internal contradictions of the
money form

Up until now we were concerned to prove that ‘the exchange.
value relation — of commodities as mutually equal and equivalent
objectifications of labour-time — comprises contradictions which find
their objective expression in a money which is distinct from labour
time’.?* Because the commodity has to prove itself simultaneously as
both use-value and exchange-value, and because the private labour
contained in it must prove itself directly as social labour, the world of
commodities must single out one exclusive commodity, in which these
contradictions appear to be dissolved. Only this commodity can be the
universal equivalent; only the labour incorporated in this commodity
represents ‘labour in its directly social form . . . although, like all
other commodity-producing labour, it is the labour of private indi-
viduals’,#* whilst all other commodities sink down to the level of the
‘common mass of commodities’, as mere use-values. The question then
is raised : Is this a definitive solution? Does it really overcome the
contradictions of commodity production?

Marx’s answer is, no. In the first place : “The same contradiction
between the particular nature of the commodity as product and its

ductivity of labour. State compulsion like money compulsion is an inheritance
from the class society, which is incapable of defining the relations of man to
man except in the form of fetishes, churchly or secular, after appointing to
defend them the most alarming of all fetishes, the state, with a great knife
between its teeth. In a communist society the state and money will disappear.
Their gradual dying away ought consequently to begin under socialism. We
shall be able to speak of the actual triumph of socialism only at that historical
moment when the state turns into a semi-state, and money begins to lose its
magic power. This will mean that socialism, having freed itself from capitalist
fetishes, is beginning to create a more lucid, free and worthy relation among
men. Such characteristically anarchist demands as the “abolition of money”,
“abolition of wages”, or “liquidation” of the state and family, possess interest
merely as models of mechanical thinking. Money cannot be arbitrarily
“abolished”; nor the state and the old family “liquidated”. They have to
exhaust their historic mission, evaporate and fall away. The deathblow to
money fetishism will be struck only upon that stage when the steady growth
of social wealth has made us bipeds forget our miserly attitude toward every
excess minute of labour, and our humiliating fear about the size of our ration.
Having lost its ability to bring happiness or trample men into the dust, money
will turn into mere book-keeping receipts for the convenience of statisticians
and for planning purposes. In the still more distant future, probably these
receipts will not be needed. But we can leave this question entirely to posterity
who will be more intelligent than we are.’
83 Grundrisse, p.169.
8¢ Capital I, p.150 (58).
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general nature as exchange-value, which created the necessity of
positing it doubly, as this particular commodity on the one side, and
as money on the other . . . contains from the beginning the possibility
that these two separated forms in which the commodity exists are
not convertible into one another.® . . . As soon as money has become
an external thing alongside the commodity, the exchangeability of
the commodity for money becomes bound up with external condi-
tions which may or may not be present . . . The commodity is
demanded in exchange because of its natural properties, because of
the needs for which it is the desired object. Money, by contrast, is
demanded only because of its exchange-value, as exchange-value.
Hence whether or not the commodity is convertible into money . . .
depends on circumstances which initially have nothing to do with
it as exchange-value and are independent of that . .. There thus
arises the possibility that the commodity, in its specific form as
product, can no longer be exchanged for, equated with, its general
form as money.’*®

But not only this. ‘Just as the exchange-value of the commodity
leads a double existence, as the particular commodity and as money,
so does the act of exchange split into two mutually independent acts :
exchange of commodities for money, exchange of money for com-
modities; purchase and sale. Since these have now achieved a spati-
ally and temporally separate and mutually indifferent form of exist-
ence, their immediate identity ceases. They may correspond or not;
they may balance or not; they may enter into disproportion with one
another. They will of course always attempt to equalise one another;
but in the place of the earlier immediate equality there now stands
the constant movement of equalisation, which evidently presupposes
constant non-equivalence. It is now entirely possible that consonance
may be reached only by passing through the most extreme dis-
sonance.”” For ‘the commodity . . . is exchanged for a commodity;
at the same time, and equally, it is not exchanged for a commodity,
inasmuch as it is exchanged for money . . . Thus already in the quality
of money as a medium, in the splitting of exchange into two acts,
there lies the germs of crises . . .88

Thirdly, Marx continues, ‘Just as exchange itself splits into two
mutually independent acts, so does the overall movement of exchange

85 This point was already anticipated in the previous chapter (Marx’s
discussion of the ‘convertibility of the time-chits’).

86 Grundrisse, pp.147-48.

87 ibid. p.148.

88 ;bid. pp.197-98. Cf. Capital I, p.209 (112-14), and in particular
Theories 11, pp.5o7fi.
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itself become separate from the exchangers, the producers of com-
modities. Exchange for the sake of exchange separates off from
exchange for the sake of commodities. A mercantile estate steps be-
tween the producers — an estate which only buys in order to sell and
only sells so as to buy again, and whose aim in this operation is not the
possession of commodities as products but merely the obtaining of
exchange-values as such, of money . . . This doubling of exchange ~
exchange for the sake of consumption and exchange for the sake
of exchange — gives rise to a new disproportion. In his exchange, the
merchant is guided merely by the difference between the purchase
and sale of commodities; but the consumer who buys a commodity
must replace its exchange-value once and for all. Circulation, i.e.
exchange within the mercantile estate, and the point at which circu-
lation ends, i.e. exchange between the mercantile estate and the con-
sumers — as much as they must ultimately condition one another — are
determined by quite different laws and motives, and can enter into
the most acute contradiction with one another.” (And consequently
another possibility of crises !®°). ‘But since production works directly
for commerce and only indirectly for consumption, it must not only
create but also and equally be a product of this inconsistency between
commerce and exchange for consumption.’®®

Finally, Marx points to the contradictions which reveal them-
selves in the separation of financial operations from actual trade.
‘Money comes into contradiction with itself and with its character-
istic by virtue of being itself a particular commodity . .. and of being
subject, therefore, to particular conditions of exchange in its
exchange with other commodities, conditions which contradict its
universal unconditional exchangeability.” It is ‘determinable by
demand and supply; splits into different kinds of money etc.’ ‘Despite
its universal character it is one exchangeable entity among other
exchangeable entities. It is not only the universal exchange-value,
but at the same time a particular exchange-value alongside other
particular exchange-values. Here is a new source of contradictions
which make themselves felt in practice.’*

‘We see then,” Marx concludes, ‘how it is an inherent property
of money to fulfil its purposes by simultaneously negating them; to
achieve independence from commodities; to be a means which
becomes an end; to realise the exchange-value of commodities by

89 The possibility of crises should, of course, be distinguished from their
necessity ; (see the exhaustive exposition of this point in Theories II, p.513).

90 Grundrisse, pp.148-49.

914bid. p.151.
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separating them from it; to facilitate exchange by splitting it; to
overcome the difficulties of the direct exchange of commodities by
generalising them; to make exchange independent of the producers
in the same measure as the producers become dependent on
exchange.’®® The contradiction hidden away in the commodity,
between private and social labour, between use-value and exchange-
value, between money and commodity is overcome, only to be repro-
duced simultaneously on another level. Or, as we read in Capital :
“The further development of the commodity’ into commodity and
money ‘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
realised and resolved.’®?

With this we have arrived at one of the most important, but at
the same time most neglected and misunderstood, aspects of Marx’s
economics. How often has the thesis of the ‘contradiction between
use-value and exchange-value’ been repeated? (For example, in a
superficial and naive form by Kautsky and in a dogmatic and pedan-
tic fashion by Soviet economics of the Stalinist school of thought.)
On the other hand, how often has anyone really taken the trouble
to develop this thesis or regard it as something more than a survival
of the time when Marx ‘coquetted with the Hegelian manner of
expression’? In reality we are dealing here with one of the most
fundamental discoveries of Marx’s economics, the neglect of which
makes his conclusions in the theory of value and money appear
utterly distorted. But not only that. As Lenin wrote : ‘In his Capital
Marx first analyses the simplest, most ordinary and fundamental,
most common and everyday relation of bourgeois (commodity) society,
a relation encountered billions of times, viz. the exchange of com-
modities. In this very simple phenomenon (in the “cell” of bourgeois
society) analysis reveals all the contradictions (or the germs of all the
contradictions) of modern society. The subsequent exposition shows
us the development (both growth and movement) of these contra-
dictions and of this society in the sum of the individual parts, from
its beginning to its end.”**

92ibid. p.151.

93 Capital I,p.198 (103).

9¢ Collected Works, Vol.38, p.36. Cf. Contribution, p.g6: . . . because

the contradiction of commodity and money is the abstract and general form
of all contradictions inherent in the bourgeois mode of labour.’
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Our investigation of Marx’s analysis of the ‘Transition from
Value to Money’ has illustrated how accurately these sentences
capture the real meaning of marxist economics. We must now test
the validity of this analysis as we proceed further in our investigation.



6.
The Functions of Money

A. Money as measure of value
1. Preliminary note

Before we proceed with our investigation it will be necessary to
look briefly at Marx’s concept of the ‘functional form of existence’.

We have seen that Marx’s major concern was to grasp the
characteristic forms of economic relations. From this standpoint the
entire science of political economy can be characterised as a history
of the forms of social production and intercourse.

Each form of production and intercourse has a definite function
to fulfil : only after an economic relation ‘has performed the function
corresponding to each particular form. .. doesit. . .acquire the form
in which it may enter a new transformation phase’.! Therefore what
an economic form actually represents can only be derived from the
function which is allotted to it, and which underlies it. In this context
Marx speaks repeatedly of ‘functional’ (or ‘functionally or conceptu-
ally determined’) ‘forms of existence’, which money and capital
continually assume and shed, and in which the dialectical develop-
ment of these categories finds its expression.?

( As far as the functions of money in particular are concerned,
it is-sufficient to cite here the words of H.Block, a bourgeois critic
with some insight into Marx. “The strict division of these functions
from the substance of money (social value) and likewise the separation
of the functions from one another, is a striking feature of Marx’s
theory of money. Other theoreticians define money as a means of
commerce, a unit of account, a means of exchange or a means of
payment, i.e. they elevate one particular function to the position of
being the defining feature of money, and then somehow derive all
the remaining functions from the main one. In contrast to this Marx
strictly separates the essence of money from the segvices which it is
able to perform, owing to its particular character,; The individual
functions, on the other hand, stand separately and €qually beside each

1 Capital 11, p.50.
2 Cf. pp.31-32 above.
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other.® (Which naturally does not prevent them from interlocking,
or from being closely connected genetically.)

2. Money as measure of value

(Marx writes in the Contribution: “The principal difficulty in
the analysis of money is surmounted as soon as it is understood that
the commodity is the origin of money\ After that it is only a question
of clearly comprehending the specific form peculiar to it. This is
not so easy because all bourgeois relations appear to be gilded i.e.
they appear to be money relations, and the money-form therefore
seems to possess an infinitely varied content, which is quite alien to
this form.’*

The first of these specific forms of money — the first because it
emerges directly from the process of the formation of money itself — is
its function as a measure of value.

t‘Money necessarily crystallises 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 broaden-
ing 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 differ-
entiation of commodities into commodities and money.¥ It is no
longer necessary for the value of each commodity to be’expressed
in an infinite series of value equations, as in the direct exchange of
products (Marx’s ‘expanded form of value’); one single equation :
x Commodity A = y Money commodity, is sufficient to represent
this value in a socially valid form. ‘After money has been posited as
independent exchange-value’, the commodities themselves are ‘posi-
ted in their particularity-in relation to their subject, money . . . By
being equated to money they again become related to one another
as they were, conceptually, as exchange-values; they balance and
equate themselves with one another in given proportions.’ Money
‘is the universal material into which they must be dipped, in which
they become gilded and silver-plated, in order to win their independ-

3 H.Block, Die Marxsche Geldtheorie, Jena 1926, pp.66-67.
¢ Contribution, p.64.
5 Capital 1, p.181 (86).
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ent existence as exchange-values . . . The particular exchange-value,
the commodity, becomes expressed as, subsumed under, posited in
the character of the independent exchange-value, of money.’®

The Rough Draft continues: ‘Exchange-value, posited in the
character of money, is price . . . money as price shows first of all the
identity of all exchange-values; secondly, it shows the unit of which
they all contain a given number, so that the equation with money
expresses the quantitative specificity of exchange-values, their quan-
titative relation to one another.” Money operates here as the common
denominator, as the measure of values, ‘as the material in which the

magnitudes of value of comrpodltles are expressed soc1a11y) In this -~

capacity, money is ‘the necessary form of appearance of the meas re
. of value which is immanent in commodities, namely labour-time
One definition which follows automatically from the general law of
value is that since objectified human labour is contained both in
commodities and money, the value of a commodity whose production
involves one day’s labour becomes expressed in a quantity of gold or
silver, in which, similarly, one day’s labour is incorporated. The
circulation process makes it appear as if it is money which makes com-
modities commensurable. In reality the opposite is the case : ‘Because
all commodities, as values, are objectified human labour, and there-
fore in themselves commensurable, their values can be communally
measured in one and the same specific commodity, and this com-
modity can be converted into the common measure of their values,
that is into money.”® The measure of value ‘presupposes them as
values and refers solely to the expression and size of this value . . .
to the transformation of values into prices’. It ‘already presumes
value’, “’%ﬁ

Pricés represent only an ideal transformation of commodities
into money. The doubling of the commodity into commodity and
money, the formation of money, does not imply that the commodity
has become money as such, or that the commodity only possesses
universal exchangeability because it has been given a price. “The
concrete form in which commodities enter the process of exchange
is as use-values. The commodities will only become universal equiva-
lents as a result of their alienation. The establishment of their price is
merely their nominal conversion into the universal equivalent, an

8 Grundrisse, pp.188-go.

7 tbid. p.189g.

8 Capital 1, p.188 (94).

9 ibid. Cf. Contribution, pp.66-67.
1 Theories 111, p.40.
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equation with gold which still has to be put into practice.”** Hence
the price of the commodity appears as ‘an external relation of
exchange-values or commodities to money; the commodity is not
price, in the way in which its social substance stamped it as exchange-
value; this quality is not immediately co-extensive with it; but it is
mediated by the commodity’s comparison with money; the com-
modity is exchange-value, but it has a price.’*?

We thus return to the question of the non-identity of price and
value, which we already touched on in the previous chapter. At first
sight this might appear to be a mere terminological difference; in
reality it is ‘so far from being simply a nominal difference that all the
storms which threaten the commodity in the actual process of cir-
culation centre upon it’.** For, although the commodity, e.g. iron,
‘possesses in price an ideal value-shape or an imagined gold-shape’,
it naturally cannot ‘at one and the same time, and in reality, be both
iron and gold. To establish its price it is sufficient for it to be equated
with gold in the imagination.” However, in actual exchange ‘it must
be actually replaced by gold . . . to render to its owner the service of
a universal equivalent’. And in actual exchange, ‘price 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 of a quantitative incongruity between
price and magnitude of value . . . is therefore inherent in the price-
form itself. This is not a defect but, on the contrary, it makes this
form the adequate form for a mode of production whose laws can
only assert themselves as blindly operating averages between constant
irregularities.’**

Since prices only represent ideal sums of money, no real money
is necessary for establishing a price. That is : “The ideal transforma-
tion of commodities into money is prima facie independent of, and
unrestricted by the mass of real money. Not a single piece of money
is required in this process, just as little as a measuring rod (say a
yardstick) really needs to be employed before, for example, the ideal
quantity of yards can be expressed. If, for example, the entire
national wealth of England is appraised in terms of money, i.e.
expressed as a price, everyone knows that there is not enough money
in the world to realise this price. Money is needed here only as a
category, as a mental relation.”’® Nevertheless, it cannot become an

11 Contribution, p.68.

12 Grundrisse, p.190.

13 Contribution, p.69g.

14 Capital 1, pp.197, 196 (103, 102).
15 Grundrisse, p.191.
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imaginary measure of value, with no connection with the determina-
tion of value by means of labour-time, for this reason : ‘If say a
pound of cotton is worth 8d then I am saying that 1 pound of
cotton = 1/116 oz. of gold. ... This expresses at the same time its
particularity as exchange-value against all other commodities, which
contain the ounce of gold this or that many times — since they are
all in the same way compared to the ounce of gold. This original
relation of the pound of cotton with gold . . . is fixed by the quantity
of labour-time realised in one and the other, the real common sub-
stance of exchange-values’'® — ‘Money as measure, as element of
price-determination . . . thus presents the following phenomena : (1)
it is required only as an imagined unit once the exchange-value of
an ounce of gold compared to any one other commodity has been
determined ; its actual presence is superfluous, along with, even more
so, its available quantity . .. (2) while it thus only needs to be posited
ideally and, indeed, in the form of the price of a commodity is only
ideally posited in it; at the same time, as a simple amount of the
natural substance in which it is represented, as a given weight of
gold, silver etc . . . it also yields the point of comparison, the unit,
the measure.’’” In this sense, the ‘material substance of money is
essential’ for money’s function as a measure of value, ‘although its
availability and even more its quantity, the amount of the portion
of gold or silver which serves as a unit, are entirely irrelevant for it
in this quality and it is employed in general only as an imaginary
non-existent [at least not materially existent] unit.’*®

The above confirms what we already knew; namely that only a
real commodity, a real product of labour, can function as the measure
of value. ‘Money is a measure only because it is labour-time material-
ised in a specific substance, hence itself value.’*® It does not follow
from this either that it always has to be embodied? in the same sub-
stance, or that it has to be of an ‘invariable value’.?* What follows is
only that — ‘as in the representation of the exchange-value of any
commodity in the use-value of another’ — so similarly in the estima-
tion of commodities in gold or silver, it is presupposed that ‘at a given

16 Grundrisse, pp.203-204.

17 {bid. pp.207-208.

18 ¢bid. p.203.

19 ibid. p.791.

20 ‘If the values of all commodities were measured in silver or wheat or
copper, and accordingly expressed in terms of silver, wheat or copper prices,
then silver, wheat or copper would become the measure of value and con-
sequently universal equivalents.’” (Contribution, p.66.)

21 See note 11 of the previous chapter.
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moment gold represents a definite quantity of labour-time’. ‘If the
value of an ounce of gold falls or rises in consequence of a change in
the labour-time required for its production, then it will fall or rise
equally in relation to all other commodities and will thus for all of
them continue to represent a definite volume of labour-time. The
same exchange-values will now be estimated in quantities of gold
which are larger or smaller than before but they will retain the same
relative value to one another. . .. The fact that, because of the
changing value of gold, exchange-values are represented by varying
quantities of gold does not prevent gold from functioning as the
measure of value, any more than the fact that the value of silver is
one fifteenth of that of gold prevents it from taking over this func-
tion.’??

Thus we have arrived at the question of the double standard of
currency. We read in Capital : ‘If therefore two different commodi-
ties, 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 ...
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 func-
tion of that measure.’?®

One thing which is only intimated in the Rough Draft is the
function of money as measure of prices.>* As prices, the values of all
commodities are transformed into imaginary quantities of different
magnitudes. “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 measure-

22 Contribution, pp.67-68. Cf. Capital I, pp.192-93 (128-2g). The fact
that — as H.Block considers (op. cit. p.73) — ‘Fluctuations in the value of gold,
when they reach a certain height, also make the value-measuring function of
gold impossible’; (think of the paper Mark in the German inflation of the
1920s), is naturally no objection to Marx’s theory of gold as measure of value.

23 Capital 1, p.190 (96). (The question of a double standard of currency
is not dealt with in this context in the Rough Draft.)

24 ‘The fact that money is the measure of prices, and hence that ex-
change-values are compared with one another, is an aspect of the situation
which is self-evident.” (Grundrisse, p.189).

25 Both in the Contribution and in Capital Marx assumes that gold is the
money-commodity, ‘for the sake of simplicity’.
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ment. Before they become money, gold, silver and copper already
possess such standards in their weights .. .”*¢

The money-commodity is thus transformed from the measure
of values into the standard of prices. These are two entirely different
functions : since ‘it is the measure of value as the social incarnation of
human labour, and 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 quanti-
ties of gold . .. 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.” On the other
hand, ‘gold can only serve as a measure of value because it is itself
a product of labour, and therefore potentially variable in value’.2’
(The confusion of these two specific forms ‘has given rise to the
wildest theories,” remarks Marx in Capital.)*®

So much then on the process of the formation of prices, which
precedes®® the circulation of commodities (‘precedes’ in the sense that
any circulation of commodities presupposes definite exchange-values
as prices).®® In the course of this process money acquires certain
specific forms, which characterise it only in its function as the
measure of value (or standard of price). Let us now look at how
money behaves in the actual exchange of commodities, and whether
the characteristics which it acquires there contradict those with
which we are already acquainted.

26 Capital I, p.1g1 (97).

27 ibid. p.192 (97-98).

28 ibid. p.1go (96). A detailed discussion of these theories can be found
both in the Contribution (the chapter on ‘Theories of the Standard of Money’)
and in the Grundrisse, pp.789-805, the first version of this chapter.

29 “The first phase of circulation is, as it were, a theoretical phase pre-
paratory to real circulation.’ (Contribution, p.64.)

30 Grundrisse, p.188.
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The Functions of Money
B. Money as medium of circulation

{ Like every economic relation, commodity circulation also
presents two different aspects (which are, nevertheless, closely con-
nected to each other). Insofar as it ‘transfers commodities from hands
in which they are non-use-values to hands in which they are use-
values’, circulation is simply ‘the appropriation of natural objects for
human needs’, and hence a process of social metabolism (Stoff-
wechsel ) However, to the extent that this replacement of use-values
takes place through private exchange, mediated by money, and that
the relations of the commodities to one another are crystallised as
different forms (Bestimmung-) of money, it ‘simultaneously gives rise
to definite social relations of production’, and is therefore a change
of form (Formwechsel).* Only this second aspect is analysed by Marx.?

At first sight the circulation of commodities simply appears as
an enormous number of ongoing exchanges of commodity and
money, from hand to hand and from place to place. It ‘begins from
an infinite number of points and returns to an infinite number’,
without ‘the actual beginning also being the point of return’. ‘“The
commodity is exchanged for money; money is exchanged for the
commodity’ and ‘this constant renewal of the same process . . . is
repeated endlessly’.? However, looked at more precisely, commodity
circulation ‘reveals other phenomena as well; the phenomena of
completion, or the return of the point of departure into itself’. Cir-
culation (as it appears in its two elements, commodity and money),
can therefore be conceived of equally well as either a movement of
money, or a movement of commodities. ‘If I sell in order to buy, then
I can also buy in order to sell ... looking at it as mere circulation, the

1 Capital 1, p.198 (104).

2 Cf. pp.80-83 above.

3 Marx adds that from this standpoint commodity circulation can be
regarded as a ‘simply infinite process’, in the Hegelian sense. Grundrisse, p.197
and Grundrisse, German edn. p.865. See Engels, Anti-Diihring, pp.61-67 on
the Hegelian concept of ‘bad infinity’. [Translator’s Note: In both cases the
term under consideration is the same, viz. unendlichkeit.]
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point at which I intervene in order todeclare it the point of departure
has to be a matter of indifference.’” However, in both instances, two
different circuits take place : C-M-C and M-C-M.

‘In the former case money only a means to obtain the com-
modity, and the commodity the aim; in the second case the com-
modity only a means to obtain money, and money the aim.’* At the
same time the second circuit where the extremes M-M are only
quantitatively different (consequently where the second M must be
larger than the first) presupposes the exchange of non-equivalents;
hence ‘money and commodity in the circuit M-C-M imply more
advanced relations of production, and within simple circulation the
circuit is merely a reflexion of a movement of a more complex charac-
ter’.® So for the present we shall confine ourselves to the form of
circulation C-M-C (selling in order to buy).

What role does money play in the circuit G-M-C?

- If, a short while ago, money served to provide the world of com-
modities with the material for expressing price, it is clear that in
actual exchange its primary task must be to realise the pric of com-
modities, i.e. act as the ‘realiser (Verwirklicher) of prices’. e) &

We should however femémber that not every exchangé of com-
modities amounts to a circulation of commodities. This circulation
of commodities not only requires a ‘circuit of exchanges, and a
totality of them, in constant motion, and more or less present
throughout society’.® It also presupposes, as we already know, ‘that
commodities enter into the process of exchange with definite prices’,
and that consequently the equivalent commodity already possesses
its money-character.”

Indeed : ‘At the place where gold is produced, it is a commodity
like any other commodity. Its relative value . . . and that of any
other commodity is reflected there in the quantities in which they
are exchanged for one another. But this transaction is presupposed
in the process of circulation, the value of gold is already given in the
prices of commodities. It would therefore be entirely wrong to
assume that within the framework of circulation the relation of gold
and commodities is that of direct barter and that consequently their

* Grundrisse, pp.197, 201.

5 Contribution, p.123.

6 In this sense circulation, as ‘the first totality among economic cate-
gories . . . is also the first form in which the social relation appears as some-
thing independent of the individuals, but not only as, say, in a coin or in
exchange-value, but extending to the whole of the social movement itself’.
(Grundrisse, p.197.)

7 Contribution, p.88.

F
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{relative value is determined by their exchange as simple commodi-
ties.? If we cling to this conception ‘we overlook the very thing we
ought to observe, namely what has happened to the form of the
comunodity. We do not see that gold, as a mere comunodity, is not
money, and that the other commodities, through their prices, them-
selves relate to gold as the medium for expressing their own shape in
money.”® In other words: in circulation commodities are not only
actually transformed into money, and exchanged for real money,
they are also realised as prices. Hence, the establishment of price is
the precondition of commodity circulation, and not its result.

From the fact that money can only circulate conunodities with
definite prices, it follows that the quantity of gold and silver required
for circulation is determined in the first instance by the sum-total of
the prices of the commodities which are to be realised. However, this
sum total of prices is itself ‘determined : firstly, by the prices of the
individual commodities; secondly by the quantity of commodities at
given prices which enter into circulation . . . Thirdly, however, the
quantity of money required for circulation depends not only on the
sum total of prices to be realised, but on the rapidity with which
money circulates . . . If 1 thaler in one hour makes 1o purchases at 1
thaler each, if it is exchanged 10 times, then it performs quite the
same task that 10 thalers would do if they made only one purchase
per hour. Velocity is the negative moment; it replaces quantity; by
its means a single coin is multiplied.’’® In fact the circulation of
money ‘does not begin from a single centre, nor does it return to a
single centre from all points of the periphery (as with banks of issue
and partly with state issue);!* but it begins from an infinite number
of points and returns to an infinite number. The velocity of
the circulating medium can therefore replace the quantity of
the circulating medium only up to a certain point.’ For this

8 ibid. p.go.

9 Capital 1, p.199 (104).

10 Grundrisse, p.194. Marx says in a later passage (p.519): ‘We have

. already encountered the law of the substitution of velocity for mass and mass
for velocity in money circulation. It holds in production just as in mechanics.
It is a circumstance to return to when we consider the equalisation of the rate
of profit, price etc.’

11 Marx distinguishes in just this sense between the simple circuit
and the higher ‘bent back’ circuit of money. ‘It is clear that simple
money circulation, regarded in itself, is not bent back into itself [but] consists
of an infinite number of indifferent and accidentally adjacent movements.’
However, ‘insofar as it bends back into itself inoney circulation appears as the
mere appearance of a circulation going on behind it and determining it, e.g.
when we look at the money circulation between manufacturer, worker, shop-
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reason ‘a certain mass of payments must be made simultaneously
.. . A definite quantity of money is therefore necessary for circulation,
a sum which will always be engaged in circulation, and which is
determined by the sum total which starts from the simultaneous
points of departure in circulation, and by the velocity with which it
runs its course . . . No matter how many ebbs and flows this quantity
of the circulating material is exposed to, an average level neverthe-
less comes into existence — since the permanent changes are always
very gradual, take place over longer periods and are constantly para-
lysed by a mass of secondary circumstances.’*?

Presupposing a certain velocity of circulation, it follows from the
fact that the mass of the circulating medium is determined by price,
and not the other way around, not that ‘prices are high or low
because much or little money circulates, but rather that much or
little money circulates because prices are high or low’*® (The above
does not apply to paper money issued by the state.) Marx adds:
“This is one of the principal economic laws, and the detailed substan-
tiation of it based on the history of prices is perhaps the only achieve-
ment of the post-Ricardian English economists.’**

So much on the role which money plays as the medium for the
realisation of prices. It should not be overlooked that in the circuit
C-M-C the realisation of the price of the commodity primarily serves
to facilitate (vermittlen) the exchange of this commodity for another
commodity. If the result of the entire circuit is looked at, and not
merely the isolated G-M or M-C, this result breaks down into the
interchange of matter, C-C. ‘The commodity is exchanged for

keeper and banker.’ ibid. p.790. ‘The development of money as universal
means of payment goes hand in hand with the development of a higher circu-
lation, mediated, bent back into itself and already taken under social control, in
which the exclusive importance which it possessed on the basis of simple
metallic circulation is annulled. (Grundrisse, German edn. pp.875-76.) And
cf. Contribution, pp.101-103.

12 Grundrisse, p.195.

13 {bid. pp.194-95. Elsewhere in the text (p.814) we find the remark:
‘With the proposition that prices regulate the quantity of currency and not the
quantity of currency prices, or in other words, that trade regulates currency
(the quantity of the medium of circulation), and currency does not regulate
trade, [it] is of course . . . supposed that price is only value translated into
another language. Value and value as determined by labour-time is the pre-
supposition. It is clear, therefore, that this law is not equally applicable to the
fluctuations of prices in all epochs; e.g. in antiquity, e.g. in Rome, where the
circulating medium does not itself arise from circulation, from exchange, but
from pillage, plunder etc.” Cf. Contribution, pp.157-65, and MEW Vol.29,
p.316.

14 Contribution, pp.105-106.
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money; money is exchanged for the commodity. In this way com.
modity is exchanged for commodity, except that this exchange is a
mediated one.’ Therefore basically money has simply served ‘to
exchange the first commodity for the second one.’** Consequently if
the entire circuit C-M-C is considered, money appears ‘as a mere
medium of exchange of commodities, not however as a medium of
exchange adapted to the process of circulation i.e. a medium of cir-
culation’ 28 If this new function of money is to be clearly understood,
it must be set against its previous functions.

‘Insofar as it [money] realises the price of commodities, the
commodity is exchanged for its real equivalent in gold and silver . . .
but insofar as this process takes place only in order to transform this
money back into a commodity, i.e. in order to exchange the first
commodity for the second, then money appears only fleetingly, or
its substance consists only in this constant appearance as disappear-
ance, as this vehicle of mediation. Money as medium of circulation is
only medium of circulation. The only attribute which is essential to
it in order to serve in this capacity is the attribute of quantity, of
amount, in which it circulates.’*?

From this standpoint, Marx continues, ‘it is only a semblance,
as if the point were to exchange the commodity for gold or silver as
particular commodities : a semblance which disappears as soon as
the process is ended, as soon as gold and silver have again been
exchanged for a commodity, and the commodity, hence, exchanged
for another. The character of gold and silver as mere media of cir-
culation . . . is therefore irrelevant to their make-up as particular
natural commodities.” This appears in the fact that in the course of
circulation 1 thaler can represent a mass of silver one hundred times
greater than it really contains, although in each particular exchange
it only represents the silver weight of 1 thaler.*® ‘In circulation as a
whole, the 1 thaler thus represents 1oo thalers, a weight of silver a
hundred times greater than it really contains. It is in truth only a
symbol for the weight of silver contained in 100 thalers. Insofar as
the price of a commodity of 1 thaler is paid . . . it is of decisive im-
portance that the 1 thaler really contains x weight of silver. If it were

15 Grundrisse, pp.197, 208.

16 Contribution, p.96. As a medium of circulation, money functions as a
means of purchase, since, in sale and purchase, commodity and money ‘con-
front each other in the same way; the seller represents the commodity, the
buyer the money’. (ibid. p.g8.)

17 Grundrisse, pp.208-209.

18 All the monetary examples are expressed in thalers, for the sake of
consistency, though the original uses both pounds sterling and thalers.
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a counterfeit thaler, alloyed with non-precious metals . . . then indeed
the price of the commodity would not be realised ; in order to realise
it, it would have to be paid for in as great a quantity of the non-

recious metals as equals x weight of silver. Looking at this moment
of circulation in isolation, it is thus essential that the unit of money
should really represent a given quantity of gold or silver. But when
we take circulation as a totality, as a self-enclosed process, G-M-M-C,
then the matter stands differently. In the first case the realisation of

rice would be only apparent; only a part of the price [of the com-
modity] would be realised . . . But if a fake thaler were to circulate
in the place of a real one, it would render absolutely the same service
in circulation as a whole as if it were genuine . . . The genuine thaler
is, therefore, in this process, nothing more than a symbol, insofar as
the moment in which it realises prices is left out, and we look only
at the totality of the process in which it serves only as a medium of
exchange and in which the realisation of prices is only a semblance,
a fleeting mediation.”?

Further on in the text we read this : ‘As a mere medium of circu-
lation, in its role in the constant flow of the circulatory process, money
is neither the measure of prices,?® because it is already posited as such
in the prices themselves; nor is it the means for the realisation of
prices, for it exists as such in one single moment of circulation but
disappears as such in the totality of its moments; but is, rather, the
mere representative of the price in relation to all other commodities,
and serves only as a means to the end that all commodities are to be
exchanged at equivalent prices . .. In this relation it is the symbol
of itself . . . From this it follows that money as gold or silver, insofar
as only its role as means of exchange and circulation is concerned,
can be replaced by any other symbol which expresses a given quan-
tity of its unit, and that in this way symbolic money can replace the
real, because material money as mere medium of exchange is itself
symbolic.’!

The medium of circulation obtains its most characteristic form
in coin. As coin, money ‘has lost its use-value; its use-value is identical
with its quality as medium of circulation . . . That is why coin is
also only a symbol whose material is irrelevant. But as coin it also
loses its universal character, and adopts a national local one. It
decomposes into coin of different kinds, according to the material
of which it consists, gold, copper, silver etc. It acquires a political

19 Grundrisse, pp.209-10.

20 Should read ‘measure of values’.

21 Grundrisse, pp.211-12. Here the symbol theory is reduced to its
correct proportions.
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title, and talks, as it were, a different language in different coun.
tries.’??

What Marx has to say in the Rough Draft on coin and on paper
money issued by the state at uniform exchange rates does not go
beyond a few scattered remarks.?®

He does, however, stress that, in this matter too, his conclusions
‘are deduced in just the opposite way to the usual doctrine. Money
can be replaced because its quantity is determined by the prices
which it circulates. Insofar as it itself has value — as in the subsidiary
medium of circulation [coin], its quantity must be so determined that
it can never accumulate as an equivalent, and in fact always figures
as an auxiliary cog of the medium of circulation proper. Insofar,
however, as it is to replace the latter’ — paper money issued by the
state — ‘it must have no value whatsoever i.e. its value must exist
apart from itself’.?* Therefore the value of money can ‘exist separ-
ately from its matter, its substance . . . without therefore giving up
the privilege of this specific commodity’ i.e. of gold or silver, ‘because
the separated form of existence must necessarily continue to take its
denomination from the specific commodity.’?®

It can be seen that whereas in money’s function as medium of
circulation ‘its material existence, its material substream of a given
quantity of gold and silver is irrelevant, and where by contrast its
amount is the essential aspect’ (since it is only in this way that it
can be a ‘symbol of itself’), ‘in its role as measure . . . where it was
introduced only ideally, its material substratum was essential but its
quantity and even its existence as such were irrelevant’. Marx
remarks, in addition, that it is precisely this conflict between the
functions of money?® which ‘explains the otherwise inexplicable
phenomenon that the debasement of metallic money, of gold, silver,
through admixture of inferior metals, causes a depreciation of money
and a rise in prices; because in this case the measure of prices®” is no
longer the cost of production of the ounce of gold, say, but rather of
an ounce consisting of %3 copper etc.’ But ‘on the other hand, if the
substratum of money . . . is entirely suspended and replaced by paper

22 1bid. p.226.

23 These remarks occur on p.814 of the Grundrisse.

24 ibid. p.814.

25 ibid. p.167.

26 ‘But it is at variance with common sense that in the case of purely
imaginary money everything should depend on the physical substance, whereas
in the case of the corporeal coin everything should depend on a numerical
relation that is nominal’ (Contribution, p.121.)

27 Once again, this should read ‘measure of values’.
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bearing the symbol of given quantities of real money, in the quantity
required by circulation,® then the paper circulates at the full gold
and silver value. In the first case because the medium of circula-
tion is at the same time the material of money as measure, and the
material in which prices are definitively realised ; in the second case
because money only [operates] in its role as medium of circulation.’®®

Those readers who are well versed in marxism will immediately
notice the difference between the presentation in the Rough Draft
and the presentation in the Contribution and Capital. Not only is
there no investigation in the former into coin and paper money, but
also no detailed analysis of the circuit C-M-C, which can be found
in the chapters on the medium of circulation in both of the later
works.?® What the Rough Draft offers, therefore, is hardly more than
a cursory sketch of this subject. Nevertheless by focussing directly on
the functions which money fulfils in the realisation of commodity
prices it provides a welcome supplement to the later works, and thus
contributes to our understanding of the later presentations, a point
which also applies to the next chapter,

28 Thus in Marx’s view the ‘quantity theory of money’ only applies to
paper money issued by the state. (Cf. also Contribution, pp.119-20.)

29 Grundrisse, pp.212-13.

30 Contribution, pp.87ff. Capital I, pp.198-209 (94ff).
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The Functions of Money
C. ‘Money as money’

1. General comments

,
{Up until now we have become acquainted, in the main, with
two functions of money; money as measure of value, and as medlum
of circulation. An the first function it operates only as ideal money,
and in the second only as symbolic money. However, we now come
to those forms which are either dependent on the actual presence of
money in its ‘own golden person’, or where it appears, on the other
hand, ‘as the sole form of value, or in other words, the only adequate
form of existence of exchange-value, in the face of all the other
commodities which are here use-values pure and simple’.! Marx
speaks here of ‘money as money’, or the ‘third function of money’.
What this means is that money ‘becomes independent in relation
both to society and to individuals’.? This attainment of an independ-
ent position, which was already inherent in the concept of money is,
however, first of all a product of the process of exchange, and there-
fore has to be expressed in the development of the various specific
forms of money. It achieves temporary independence, for example,
in its function as medium of circulation. Whenever the sale C-M
takes place, gold or silver, ‘which, as measure of values were only
ideal money . . . get transformed into actual money’. Thus, the
chrysalis state of the commodity as money ‘forms an independent
phasein its life, in which it can remain for a shorter or longer period’.?
However, if we look at the act C-M in the context of the circuit
C-M-C, this money-chrysalis only serves the change of matter (Stoff-
wechsel) C-M, and therefore has only a temporary and fleeting
character. As a fixed crystal of value, as value, become independent,
money first appears where it no longer serves as a mere intermediary
of exchange, but rather confronts commodities as something other
than a medium of circulation.
(: According to Marx, money appears in three forms in its third

1 Capital 1, p.227 (130).
2 German Ideology, p.445.
3 Contribution, pp.89, 91.
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function. 1) as hoard, 2) as means of payment and 3) as world coin
or world money) In the first form, money remains outside circulation,
withdraws from it; in the second it does in fact enter it, but not as a
medium of circulation; and finally in the third it breaks through the
barriers of internal circulation, as circumscribed by national borders,
in order to function as the universal equivalent in international trade,
on the world market.* Only by studying all these forms can we arrive
at the real meaning of the category ‘money as money’.

It should also be noted that the Rough Draft diverges noticeably
from the Contribution and from Capital on this point (the derivation
of the ‘third function’). In the Rough Draft the category ‘money as
money’ is conceived of essentially as the development of the form
M-C-M.5 Indeed the study of this circuit demonstrates most clearly
that here ‘money functions neither only as measure, nor only as
medium of exchange, nor only as both; but has yet a third quality’,
that it ‘has an independent existence outside circulation, and that in
this new character it can be withdrawn from circulation just as the
commodity must constantly be definitively withdrawn’.® However,
since, as we have already emphasised,” ‘money and commodity in the
circuit M-C-M imply more advanced relations of production’, i.e.
the circuit M-C-M suggests the dominance not of simple commodity
production but of capitalist production, Marx decided in the Con-
tribution to develop the third function of money from C-M-C, ‘the
immediate form of commodity circulation’,® and not from the circuit
M-C-M, and we must follow this corrected version here. This is all
the more essential as we can already see from the Rough Draft that
the third function of money is already in evidence in the form of
circulation C-M-C, insofar as money does not function as a mere
medium of circulation.®

2. Money as hoard

The hoard is the most striking form of money’s autonomy.
We saw that the circulation of commodities, ‘bursts through all the
temporal, spatial and personal barriers imposed by the direct

4 1bid. pp.144ff.

5 This is also confirmed by Marx’s letter to Engels of 2 April 1858,
Selected Correspondence, pp.97-101.

8 Grundrisse, p.203.

7 See previous chapter p.143.

8 Contribution, p.123.

9 MEW Vol.29, p.317.
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exchange of products . . . by splitting up the direct identity . . . be-
tween the exchange of one’s own product and the acquisition of
someone else’s into the two antithetical segments of sale and pur-
chase . . . No one can sell unless someone else purchases. But no one
directly needs to purchase because he has just -sold.’*® “The fact that
gold as money assumes an independent existence is thus above all a
tangible expression of the separation of the process of circulation or
of the metamorphosis of commodities into two discrete and separate
transactions which exist side by side.’** The splitting of the circuit
C-M-C therefore makes it possible for the seller of commodities to
deliberately isolate the transaction C-M, to prevent it from proceed-
ing to M-C, in order to get hold of the money-form of the commodity.
In this case money petrifies into a hoard, and the seller of commodi-
ties becomes a hoarder.

We should preface this by saying that, although the process of
hoarding is ‘common to all commodity production’, ‘it figures as an
end in itself only in the undeveloped, pre-capitalist forms of com-
modity production’.}? This is because ‘the less products assume the
character of commodities, and the less intensively and extensively
exchange-value has taken hold of production, the more does money
appear as actual wealth as such, as wealth in general — in contrast to
its restricted manner of presentation in use-values’.** Hence the great
significance of hoarding in primitive societies, where it is only the
surplus use-values which are transformed into commodities and
where ‘the traditional mode of production is aimed at satisfying the
individual’s own requirements, and corresponds to a fixed and limited
range of needs’.** Gold and silver are the adequate form of existence
of the surplus in such societies, and at the same time ‘the first form
in which wealth, as abstract social wealth, can be held’. This explains
why ‘the accumulation of all other commodities is less ancient than
that of gold and silver’. In the first place this is related to the natural
property the precious metals possess, of being imperishable. ‘Accumu-
lation is essentially a process which takes place in time.” Every use-
value, as such, ‘is of service in that it is consumed i.e. destroyed’, and
this at the same time signifies the destruction of its exchange-value.
‘With money on the other hand, its substance, its materiality, is itself
its form, in which it represents wealth’. Consequently if money

10 Capital 1, pp.209g, 208 (112).
11 Contribution, p.125.

12 Capital 11, p.85.

13 Capital 111, p.598.

1¢ Capital 1, p.228 (130).
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‘appears as the general commodity in all places, so also does it in all
times. It maintains itself as wealth at all times . . . it is the treasure
“which neither moth nor rust doth corrupt”. éll commodities afe
only transitory money; money is the permanent commodi:ﬁ’S
Secondly, “The commodity, as a use-value, satisfies a particular rieed
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 bar-
barians . . . value is inseparable from the value-form, and therefore to
him the increase in his hoard of gold and silver is an increase in value.
It is true that the value of money varies, either as a result of a change
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.’*

Although hoarding as such is characteristic of pre-capitalist
conditions it does at the same time reveal tendencies which eventu-
ally lead to the dissolution of these primitive conditions and the
decline of the communities which correspond to them.? This is
because every form of natural wealth, ‘before it is replaced by
exchange-value . . . presupposes an essential relation between the
individual and the objects in which the individual in one of his
aspects objectifies himself in the thing, so that his possession of the
thing appears at the same time as a certain development of his indi-
viduality; wealth in sheep, the development of the individual as
shepherd, wealth in grain his development as agriculturist etc.
Money, however, as the individual of general wealth?® . . . as a merely
social result, does not at all presuppose an individual relation to its
owner ; possession of it is not the development of any particular essen-
tial aspect of his individuality . . . since this social relation exists at
the same time as a sensuous, external object which can be mechanic-

16 Grundrisse, p.231.

16 Capital I, p.230 (133).

17 In this sense Marx speaks of the ‘dissolving effect’ of money (and trade)
on the primitive communities. However, in the Rough Draft the ‘dissolving
effect of money’ is sometimes understood to mean something else, namely that
money is the means ‘of cutting up property . . . into countless fragments and
consuming piece by piece through exchange . .. (Without money, a mass of
inexchangeable, inalienable objects)’. (Grundrisse, p.871.)

18 See note 11 on p.103 above.
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ally seized, and lost in the same manner. Its relation to the individua]
thus appears as a purely accidental one; while this relation to a thing
having no connection with his individuality gives him, at the same
time, by virtue of this thing’s character, general power over society,
over the whole world of gratifications, labours etc.” (Marx adds:
‘The possession of money places me in exactly the same relationship
towards wealth [social] as the philosophers’ stone would towards the
sciences’.)?

(/ “Thus the social power becomes the private power of private
persons.’?® However, whatever ‘surrenders itself to everything, and is
yielded in return for anything, appears as the universal means of
corruption and prostitution’.** For, ‘just as everything is alienable for
money, everything is obtainable by money . . . and it depends on
chance what the individual can appropriate and what not, since it
depends on the money in his possession . . . There is nothing inalien-
able, since everything is alienable for money. There is no higher or
holier, since everything is appropriable by money. The “res sacrae”
and “religiosae”, which may be “in nullius bonis”, “nec aestima-
tionem recipere nec obligari alienarique posse”, which are exempt

19 Grundrisse, pp.221-22. As one can see, Marx follows on here from his
critique of money in the Economic and Philosophical Manuscripts of 1844,
p.167: He writes there, commenting on a passage from Goethe’s Faust:
“That which is for me through the medium of money — that for which I can
pay (i.e. which money can buy) — that am I, the possessor of the money. The
extent of the power of money is the extent of my power. Money’s properties
are my properties . . . Thus what I am and am capable of is by no means
determined by my individuality. I am ugly, but I can buy for myself the most
beautiful of women. Therefore I am not ugly, for the effect of ugliness — its
deterrent power — is nullified by money. I, as an individual, am lame, but
money furnishes me with 24 feet. Therefore I am not lame. I am bad, dis-
honest, unscrupulous, stupid ; but money is honoured, and hence its possessor.
Money is the supreme good, therefore its possessor is good. Money saves me
the trouble of being dishonest, I am therefore presumed honest. I am stupid,
but money is the real mind of all things, and how then should its possessor be
stupid? Besides, he can buy talented people for himself, and is he who has
power over the talented not more talented than the talented? Do not I, who
thanks to money am capable of all that the human heart longs for, possess all
human capacities? Does not my money, therefore, transform all my incapaci-
ties into their contrary?’ One is reminded of Henry Ford who parried the
charge of ignorance during court proceedings by saying that he could send for
people with the requisite knowledge within five minutes (K.Sward, Legend of
Henry Ford p.105.)

20 Capital I, p.230 (132).

21 Grundrisse, German edn. p.895. (Cf. the numerous passages in Marx
and Engels which deal with the ‘universal venality’, which is bound up with
the money relation.)
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from the “commercio hominum”, do not exist for money — just as
all men are equal before God.’?? (‘Things sacred and religious, which
cannot be in the possession of anyone, and cannot either receive a
valuation or be mortgaged or alienated, which are exempt from the
commerce of man.’) And it is precisely for this reason that money,
in its third quality, must lead to the disintegration of the ancient
communities, which are based on use-values — insofar as it is not
‘itself the community’, as in bourgeois society.2?

This is all the more so as the drive to accumulate hoards is, by
its nature, limitless. ‘In gold and silver I possess general wealth in its
pure form; the more of it that I pile up, the more general wealth I
appropriate. If gold and silver are general wealth, then as particular
quantities they only represent it to a particular extent, i.e. inad-
equately. The whole is impelled constantly to push out beyond
itself.’2* Marx continues, in the Rough Draft: ‘Money is therefore
not only an object, but the object of greed. It is essentially aur: sacra
fames (the accursed hunger for gold). Greed as such, as a particular
form of the drive ie. as distinct from the craving for a particular
kind of wealth e.g. for clothes, weapons, jewels, women, wine etc. is
possible only when general wealth, wealth as such, has become indi-
vidualised in a particular thing ie. as soon as money is posited in its
third quality. Money is therefore not only the object but also the
fountainhead of greed ... The underlying reason is in fact that
exchange-value as such becomes the goal, and consequently also an

22 Grundrisse, p.839. (Cf. Capital 1, p.229 (132) where Marx speaks of
the ‘alchemy’ of money circulation, which ‘not even the bones of saints, still
less the more delicate res sacrosanctae . . . are able to withstand . . .%)

28 Grundrisse, p.224. We also read this in the Rough Draft: ‘In antiquity,
exchange-value was not the nexus rerum: it appears as such only among the
mercantile peoples, who had, however, no more than a carrying trade and did
not themselves produce. At least this was the case with the Phoenicians,
Carthaginians etc. But this is a peripheral matter. They could live just as well
in the interstices of the ancient world, as the Jews in Poland, or in the Middle
Ages. Rather, this world itself was the precondition for such trading peoples.
That is why they fall apart every time they come into serious conflict with the
ancient communities. Only with the Greeks, Romans etc. does money appear
unhampered in both of its first two functions, as measure and as medium of
circulation, and not very far developed in either. But as soon as either their
trade etc. develops, or, as in the case of the Romans, conquest brings them
money in vast quantities — in short, suddenly, and at a certain stage of their
economic development, money necessarily appears in its third role, and the
further it develops in that role, the more the decay of their community
advances.’ (tbid. p.223.)

2¢ Grundrisse, German edn. p.872.



156 « The Making of Marx’s ‘Capital’

expansion of exchange-value.’?® ‘The metamorphosis C-M, takes
place, then, for its own sake, for the purpose of transforming
particular physical wealth into general social wealth. Change
of form — instead of exchange of matter — becomes an end in
itself. Exchange-value, which was merely a form, is turned into the
content of the movement.’*® Therefore the cult of money ‘has its
asceticism, its self-denial, its self-sacrifice — economy and frugality,
contempt for mundane temporal and fleeting pleasures; the chase
after the eternal treasure. Hence the connection between English
Puritanism, or also Dutch Protestantism, and money-making.’*

If one gets down to the root of the matter the comically appeal-
ing figure of the hoarder?® appears in a different light, for ‘the accum-
ulation of money for the sake of money is in fact the barbaric form
of production for the sake of production. i.e. the development of the
productive powers of social labour beyond the limits of customary
requirements’.?® And therefore, “The less advanced is the production
of commodities the more important is hoarding — the first form in
which exchange-value assumes an independent existence as money.’*°

So much for hoarding proper, which seeks ‘to preserve and
maintain money as abstract wealth’, independently of the social
framework and in which ‘the independence, the appropriate form of
existence of exchange-value, is still only perceived in its directly
material form as gold’.3! As Marx repeatedly stressed, this form dis-
appears ‘more and more in bourgeois society’, to make room for

26 Grundrisse, p.222, and Contribution, p.132.

26 Contribution, pp.127-28.

27 Grundrisse, p.232. This idea was later written about by bourgeois
sociologists and economists as if it was something entirely new.

28 Contribution, p.140.

29 tbid. p.134. We read in the Rough Draft (p.225): ‘Money as in-
dividualised exchange-value and hence as wealth incarnate was what the
alchemists sought; it figures in this role within the Monetary (Mercantilist)
System. The period which precedes the development of modern industrial
society opens with general greed for money on the part of individuals as well
as of states. The real development of the sources of wealth takes place as it
were behind their backs, as a means of gaining possession of the representatives
of wealth . .. The hunt for gold in all countries leads to its discovery; to the
formation of new states; initially to the spread of commodities, which produce
new needs, and draw distant continents into the metabolism of circulation,
i.e. exchange.” In this respect, therefore, money in its third function was
‘doubly a means for expanding the universality of wealth, and for drawing the
dimensions of exchange over the whole world; for creating the true generality
of exchange-value in substance and in extension.’

30 Contribution, p.134.

31 Grundrisse, German edn. p.886.
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other forms of the accumulation of money, ‘which proceed from the
mechanism of circulation itself and which are really mere resting
places in it.’2 A

For example, the simple fact of the division of labour and the
separation of sales from purchases leads to the temporary piling up
of the means of circulation :

‘Everybody sells the particular commodity he produces, but he
buys all other commodities he needs for his social existence. How
often he appears on the market as a seller depends on the labour-time
required to produce his commodity, whereas his appearance as a
buyer is determined by the constant renewal of his vital require-
ments. In order to be able to buy without selling, he must have sold
something without buying.’ From this it follows ‘that M-C, the second
member of the circuit C-M-C, splits up into a series of purchases,
which are not effected all at once but successively over a period of
time, so that one part of M circulates as coin, while the other part
remains at rest as money. In this case, the money is in fact only cein
in suspension and the various component parts of the coinage in
circulation constantly change, appearing now in one form, now in
another.’®?

Thus reserve funds of coin arise at all points in commerce, and
their ‘formation, distribution, dissolution and reformation constantly
changes’; at the same time they serve as channels for adding to or
subtracting from the constantly expanding and contracting mass of
money in circulation.?* In addition to this, reserve funds develop out
of the functions of money as means of payment*® and world cur-
rency,®® which will be dealt with later. The necessity for all these
funds is already a product of the mechanism of simple commodity
circulation, although they first acquire a significant magnitude within
capitalist production. What is specific to this form of production is
the accumulation of money which is conditioned by the turnover of
capital, i.e. the stockpiling ‘of ideal, temporarily unemployed capital,
in the shape of money, including newly accumulated and not yet

32 tbid.

33 Contribution, pp.125-26.

3¢ 4bid. p.128 and Capital 1, p.231 (134).

35 ‘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-enrich-
ment vanishes with the advance of bourgeois society, it grows at the same time
in the form of the accumulation of a reserve fund of the means of payment.’
(Capital 1, p.240 (142).)

36 tbid. pp.240-44 (142-44) and Contribution, p.149.
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invested money-capital’.3” Apart from this, in countries with devel-
oped capitalist production ‘hoards strikingly above their average
level . . . indicate stagnation in the circulation of commodities . . . i.e.
an interruption in the flow of their metamorphoses’.®

3. Money as means of payment

The second function in which money appears as the absolute
form of value, is as means of payment. This function is discussed
in two different sections of the Grundrisse; first — very briefly — at
the end of the ‘Chapter on Money’ of the Rough Draft proper (pp.
235-36) and then in the so-called Urtext: Zur Kritik.* Both passages
admittedly offer no more than fragments of an examination of the
problem, but we shall mention here those points which are essential
to our present theme.

Previously we proceeded from the assumptien that when money
circulates it continues to act at the same time as a real means of
purchase, that, hence both poles of exchange, the commodity and
money have to be present at one and the same time. ‘But a difference
of time may appear between the existence of the commodities to be
exchanged. It may lie in the nature of reciprocal services that a
- service is performed today, but the service in return can be per-
formed only after a year etc.’®® In such cases the original character

37 Capital 111, p.319.

38 Capital I, p.244 (145) cf. Capital 11, p.353: ‘On the basis of capitalist
production the formation of a hoard as such is never an end in itself but the
result either of a stagnation of the circulation — larger amounts of money than
is generally the case assuming the form of a hoard ~ or of accumulations
necessitated by the turnover; or, finally, the hoard is merely the creation of
money-capital existing temporarily in latent form and intended to function as
productive capital.’

* Translator’s Note: This is the original draft of the Contribution to the
Critique of Political Economy, which hasnotbeen translated into English and
is to be found in the German edition of the Grundrisse on pp.872-946. The
section referred to here appears on pp.873-78 of that edition.

39 Grundrisse, p.235. Cf. Capital 1, 232-33 (134-35): ‘With the develop-
ment of circulation, conditions arise under which the alienation of the com-
modity becomes separated by an interval of time from the realisation of its
price . . . One sort of commodity requires a longer, another a shorter time for
its production. Again, 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 . . . the seller sells an
existing commodity, the buyer buys as the mere representative of money, or,
rather, as the representative of future money.’
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of the metamorphosis of commodities is changed; the relation of
debtor and creditor*® replaces that of buyer and seller, and the
money itself takes on the new quality of being a means of payment.
Money can only appear in this function insofar as it represents ‘the
only appropriate existence of exchange-value’ or the ‘absolute form of
the commodity’ i.e. has already developed into its third quality. ‘Hard
money’ also ‘lurks’ in the function of means of payment.*
However, this does appear to be contradicted by the fact that
with ‘the development of the credit system capitalist production con-
tinually strives to overcome this metallic barrier, which is simultan-
eously a material and imaginative barrier to wealth and its move-
ment’.*2 For, as Marx says in the Rough Draft : ‘insofar as payments
are equalised, money appears as a disappearing form, a merely ideal,
imagined measure of the magnitudes of value which have been
exchanged. Its physical intervention is confined to the settlement of
relatively insignificant balances.’ And further in the text: ‘The
development of money as universal means of payment goes hand
in hand with the development of a higher circulation, mediated, bent
back into itself,** and already taken under social control, in which
the exclusive importance which it possessed on the basis of simple
metallic circulation is annulled.’#* However, ‘if the flow of the
equalisation of payments is interrupted by sudden upheavals
in credit . . . money is suddenly required as a universal means
of payment, and the demand is made that wealth in its entirety
should exist doubly — first as commodity, and second as money, so
that both these forms of existence cover one another. In such

40 Cf. Contribution, pp.138-39. ‘In the course of the metamorphosis of
commodities the keeper of commodities changes his skin as often as the com-
modity undergoes a change or as money appears in a new form. Commodity
owners thus faced each other originally simply as commodity owners; then one
of them became a seller, the other a buyer; then each became alternately buyer
and seller; then they became hoarders, and finally rich men. Commodity
owners emerging from the process of circulation are accordingly different from
those entering the process. The different forms which money assumes in the
process of circulation are in fact only crystallisations of the transformation of
commodities, a transformation which is in its turn only the objective expression
of the changing social relations in which commodity owners conduct their
exchange. New relations of intercourse arise in the process of circulation, and
commodity owners, who represent these changed relations, acquire new econ-
omic characteristics.’

41 ‘For beneath the invisible measure of value lurks hard money. (Con-
tribution, p.70.)

42 Capital 111, p.574.
48 Cf. above, note 11, pp.144-45.
44 Cf. Chapter 22 below.
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moments of crisis money appears as the exclusive form of wealth,
which manifests itself in the active devaluation of all real physical
wealth, and not in purely imaginary devaluation as in the Monetary
System. Value exists in relation to the world of commodities only in
its adequate, exclusive form as money.’

Thus ‘the inherent contradictions of the development of money
as universal means of payment’ become evident here. ‘Money is not
demanded as measure in such circles, since its physical presence as
such is irrelevant; nor as coin, since it does not figure as coin in pay-
ments. It is rather required as independent exchange-value, as the
physically existing universal equivalent, the materialisation of
abstract wealth, in short, precisely in the form in which it is the object
of hoarding, as money. Its development as the universal means of
payment hides the contradiction, that [on the one hand] exchange-
value has assumed forms independent of its mode of existence as
money, and on the other, that its mode of existence as money is
posited as the definitive and only adequate one.’*’

The same contradiction is revealed in yet another respect: ‘As
means of payment — money for itself — money should represent value
as such; however it is in fact only an identical quantity of variable
value’*® We have seen ‘that changes in the value of gold and silver
do not affect their functions as measure of value and money of
account’. However, ‘these changes are of decisive importance with
regard to hoarded money, since with the rise or fall in the value of
gold and silver the value of the hoard of gold or silver will rise or fall.
Such changes are of even greater importance for money as means of
payment.*” For ‘what is to be paid is a definite quantity of gold or

46 Grundrisse, German edn. pp.875-76. Cf. Capital I1I, p.573. ‘But how
are gold and silver distinguished from other forms of wealth? Not by the
magnitude of their value, for this is determined by the quantity of labour
incorporated in them; but by the fact that they represent independent in-
carnations, expressions of the social character of wealth . . . This social
existence of wealth therefore assumes the aspect of a world beyond, of a thing,
matter, commodity, alongside of and external to the real elements of social
wealth, So long as production is in a state of flux this is forgotten. Credit, like-
wise a social form of wealth, crowds out money and usurps its place. It is faith
in the social character of production which allows the money-form of products
to assume the aspect of something that is only evanescent and ideal, some-
thing merely imaginative. But as soon as credit is shaken — and this phase of
necessity always appears in the modern industrial cycle — all the real wealth
is to be actually and suddenly transformed into money, into gold and silver —
a mad demand, which, however, grows necessarily out of the system itself.’

46 Grundrisse, German edn. p.871..

47 Contribution, p.148.
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silver, in which a definite value i.e. a definite amount of labour-time,
was objectified at the time when the contract was concluded. How-
ever, gold and silver, like all commodities, change the magnitude of
their value with the labour-time required for their production — fall-
ing or rising’ in value ‘as labour-time falls or rises’. ‘Consequently it
is possible that the realisation (Realisation) of the sale from the side
of the buyer follows some time after the alienation of the commodity
which was sold, that the same quantities of gold or silver contain
different, larger or smaller, amounts of value than at the time when
the contract was made. Gold and silver retain their specific quality,
as money, of being the constantly realised and realisable universal
equivalent, of being constantly exchangeable against all commodities
in proportion to their own value, independently of any change in the
magnitude of their value. However, this magnitude is potentially
subject to the same fluctuations as that of every other commodity.
Hence whether the payment is made in a real equivalent, i.e. at the
magnitude of value originally intended, depends on whether or not
the labour-time required for the production of a given amount of
gold or silver has stayed the same. The nature of money, as incarn-
ated in a particular commodity, here comes into collision with its
function as exchange-value become independent’.*® “The total objec-
tification, exteriorisation (Ausserlichwerdung) of the social change of
matter on the basis of exchange-value appears strikingly in the
dependence of all social relations on the production costs of metallic
natural objects, which are completely without significance as instru-
ments of production, or agents in the creation of wealth.#?

The development of the function of money as means of pay-
ment is clearly illustrated in the way in which the forms of commerce,
for their part, react upon the relations of production. ‘Originally,’
we read in the Contribution, ‘the conversion of products into money
in the sphere of circulation appears simply as an individual necessity
for the commodity owner when his own product does not constitute
use-value for himself, but has still to become a use-value through
alienation. In order to make payment on the contractual settlement
day, however, he must already have sold commodities. The evolution
of the circulation process thus turns selling into a social necessity for
him, quite irrespective of his individual needs. As a former buyer of
commodities he is forced to become a seller of other commodities so
as to obtain money, not as a means of purchase, but as a means of
payment . . . The conversion of commodities into money . . . or the

48 Grundrisse, German edn. p.8%7.
49 ibid. p.878.
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first metamorphosis of commodities as the ultimate goal, which in
hoarding appeared to be the whim of the commodity owner, has
now become an economic function. The motive and the content of
selling for the sake of payment constitutes the content of the circula-

““tion process, a content arising from its very form.’s

4. Money as world money

" Finally we come to the role which money plays as the inter-
national means of payment and purchase, as world money.

The reader should remember that according to Marx’s first out-
line this subject was to have been analysed in the fifth Book of the
work, the Book on Foreign Trade. However, a section of a chapter
devoted to this subject, can already be found in the fragment of the
original text td the Contribution, the Urtext."* It is clear that the
category of ‘money as money’ could not be fully elaborated, without
at the same time investigating the role of money in international
trade. Marx was therefore already obliged to diverge from his original
outline as early as 1859.

A reading of the section on world money, which is to be found
in the Urtext, the Contribution and in Capital (i.e. three different
versions), shows how logical this was.

The role which money is required to play in international
exchange ‘is not a new quality . . . which comes in addition to that
of being money generally, universal equivalent — and therefore both
hoard and means of payment’.’ In fact money, ‘when it leaves the
domestic sphere of circulation 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.®® It does not assume any special functions
on the world market which might distinguish it from those which we
already know. Rather, ‘as world money’, it regains ‘its original
natural form in which it played a role in barter originally’.®* In other
words : ‘In the sphere of international commodity circulation gold
and silver appear not as means of circulation but as universal means

50 Contribution, pp.141-42.

51 Grundrisse, German edn. pp.878ff.

52 ibid. p.881.

58 Capital 1, p.240 (142).

54 Contribution, p.149. Grundrisse, German edn. p.881.
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of exchange.’”> However, money can only function as the universal
means of exchange in the form of means of purchase and means of
payment.’® Nevertheless, on the world market the relation of these
two forms is reversed.

In the sphere of internal circulation, money (to the extent that
it was coin) operated exclusively as means of purchase. On the world
market, in contrast to this, ‘the function [of money] as a means of
payment in the settling of international balances is the chief one’.
However, gold and silver function as international means of purchase
chiefly when ‘the customary equilibrium in the interchange of
products between different nations is suddenly disturbed’, for
example, ‘when a bad harvest compels one of them to buy on an extra-
ordinary scale’.’” In either case, ‘money must always exist in its form
of a hoard, in its metallic state; in the form in which it is not merely
a form of value, but value itself, whose money-form it is’.*® And
finally, money functions on the world market ‘as the universally
recognised materialisation of social 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 (for instance, in subsidies, money loans for carry-
ing on wars or for enabling banks to resume cash payments, etc.)'®®

Thus, money’s form as international means of exchange and
payment is not in fact a ‘particular form for that purpose’; rather, it
fulfils, as such, only functions in which it appears ‘most obviously in
its simple, and at the same time, concrete form, as money’.%® In con-
trast, what really marks out the entry of money onto the world
market is ‘the universality of its appearance, which corresponds to
the universality of its concept’.

For it is on the world market that money first becomes ‘the uni-

55 Contribution, p.150. In this sense world-money can also be charac-
terised as ‘world coin’. However, as such, it is distinguished from coin proper
by the fact that ‘it is indifferent to its formal character’ as means of circulation
and is ‘essentially commodity as such, omnipresent commodity’. To the extent,
therefore, that gold and silver function in international trade ‘as mere means
of exchange, they in fact carry out the function of coin, but coin which has
lost its stamp’, so that they ‘are only valued according to their metallic weight,
do not only represent value, but rather are it simultaneously’. (Grundrisse,
p.227; Grundrisse, German edn. pp.871, 879.)

56 Contribution, p.150.

57 ibid. p.150, and Capital I, p.242 (144).

58 Capital I11, p.451.

59 Capital 1, p.243 (144).

80 Grundrisse, German edn. p.883.
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versal commodity, not only according to its concept, but also its mode
of existence,” and is ‘posited as the commodity as such, the universal
commodity, which retains its character as wealth in all places’.®* It js
there that ‘money first functions to its full extent as the commodity
whose natural form is also the directly social form of realisation of
human labour in the abstract’.%? In this sense money first becomes
realised in ‘its third function’ as ‘world money’ — the ‘universal world
market commodity’.%®

5. Concluding remarks

Our analysis of the role of money in the circuit C-M-C has
shown that the process of exchange is simultaneously the process of
the formation of money, and that the independence of the universal
means of exchange itself represents ‘the product of the process of
exchange, of the development of the contradictions contained in the
commodity’. But note how far removed the final form of money is
from its original state! It unexpectedly developed from a modest
mediator in the process of exchange into a factor standing outside
it, and independent of it. Whereas originally it simply represented
commodities, now the situation is the reverse, and the commodities
themselves have become representatives of money. ‘Every particular
commodity, insofar as it is exchange-value, has a price, expresses a
certain quantity of money in a merely imperfect form, since it has to
be thrown into circulation in order to be realised, and since it remains
a matter of chance, owing to its particularity, whether or not it is
realised’ To the extent that we regard it not as value, but in its
natural property ‘it is only a moment of wealth by way of its relation
to a particular need which it satisfies, and expresses in this relation 1.
only the wealth of uses, 2. only a quite particular facet of this wealth’.

61 ;bid. pp.878 and 881.

62 Capital 1, p.242 (142). Cf. Theories I11, p.253: ‘But it is only foreign
trade, the development of the market to a world market which causes money
to develop into world money and abstract labour into social labour. Abstract
wealth, value, money, hence abstract labour, develop in the measure that
concrete labour becomes a totality of different modes of labour embracing the
world market. Capitalist production rests on value, i.e. on the transformation
of the labour embodied in the product into social labour. But this is only
possible on the basis of foreign trade and of the world market. This is at once
the pre condition and the result of capitalist production.’

63 Therefore Marx repeatedly stresses that ‘real money’, ‘money in the
eminent sense of the term’ only exists as ‘world market money’ in the ‘universal
world market commodity’. (Capital II1, pp.430, 534.)
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By contrast money is on the one hand ‘the adequate reality of ex-
change-value . . . as general wealth itself, concentrated in a particular
substance . . . individualised . . . as an individuated, tangible
object’;°* on the other hand, it satisfies ‘every need, insofar as it can
be exchanged for the desired object of every need’. Consequently,
money is not only the universal form of social wealth ‘in contrast to
all the substances of which it consists’, but at the same time
also its material representative, ‘which in its unalloyed metal-
lic shape, contains all the physical wealth evolved in the world
of commodities in a latent state’.®® ‘Functioning as a medium of cir-
culation, gold suffered all manner of injuries, it was clipped and
even reduced to a purely symbolic scrap of paper. Its golden splen-
dour is restored when it serves as money. The servant becomes the
master. The mere underling becomes the god of commodities.’®®

In another passage Marx writes : “The special difficulty in grasp-
ing money in its fully developed character as money . . . is that a social
relatien, a definite relation between individuals, here appears as a
metal, a stone, as a purely physical, external thing which can be
found, as such, in nature, and which is indistinguishable in form
from its natural existence . . . It is not at all apparent on its face that
its character of being money is merely the result of social processes;
it is money. This is all the more difficult since its immediate use-value
for the living individual stands in no relation whatsoever to this role,
and because, in general, the memory of use-value, as distinct from
exchange-value, has become entirely extinguished in this incarnation
of pure exchange-value. Thus the fundamental contradiction con-
tained in exchange-value, and in the social mode of production cor-
responding to it, here emerges in all its purity.’s”

However : ‘Money in its final, completed character now appears
in all directions as a contradiction which dissolves itself, drives to-
wards its own dissolution. As the general form of wealth the whole
world of real riches stands opposite it.” But ‘where wealth as such
seems to appear in an entirely material, tangible form, its existence is
only in my head, a pure fantasy . . . On the other side, as material
representative of general wealth, it is realised only by being thrown
back into circulation, to disappear in exchange for the singular,
particular modes of wealth.” If one wants ‘to cling to it, it evaporates
in the hand to become a mere phantom of real wealth’; but if one

64 Grundrisse, pp.218, 221, and cf. note 11, p.103 above.
85 Grundrisse, p.221, and Contribution, p.124.

86 Contribution, pp.124-25.

87 Grundrisse, pp.239-40.
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dissolves it into individual gratifications ‘it becomes lost to the accum,.
ulating individual’. However ‘accumulating to increase it . . . tyrng
out again to be false. If the other riches do not accumulate, then j¢
loses its value in the measure in which it is accumulated. What
appears as its increase is in fact its decrease. Its independence is a
mere semblance; its independence of circulation exists only in view
of circulation, exists as dependence on it. It pretends to be the
general commodity, but because of its natural particularity it is again
a particular commodity, whose value depends both on supply-and
demand, and on variations in its specific costs of production . .. As
absolutely secure wealth, entirely independent of my individuality,
itis at the same time, because it is something external to me, the abso-
lutely insecure, which can be separated from me by accident . . . It
therefore suspends itself as completed exchange-value.®®

The resolution of this glaring contradiction will first emerge in
the chapter on capital in the Rough Draft. Only this much is inti-
mated here: “T'o develop the concept of capital it is necessary to
begin not with labour, but with value, and, indeed, with exchange-
value as already developed in the movement of circulation . . . The
first quality of capital is, then, this; that exchange-value deriving
from circulation and presupposing circulation preserves itself within
it and by means of it; does not lose itself by entering into it; that
circulation is not the movement of its disappearance, but rather the
movement of its self-positing as exchange-value, its self-realisation
as exchange-value.’®® Hence the fundamental contradiction of money,
as the final product of simple commodity circulation, of the circuit
C-M-C, can only be overcome through the process of capitalist pro-
duction, ie. in the circuit M-C-M.

68 ibid. pp.233-34.
%9 ;bid. pp.259-60.
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PART THREE
The Section on the Production Process

9.

Introductory Remarks

(On the actuality of the law of value in the capitalist economy)

( The result of the analysis up until now can be summarised most
succinctly by the order of development: Commodity — Value —
Money — Capital. Marx himself gave us timely warning that this
is by no means simply a question of concepts and their dialectic,* and
that the logical succession of the categories simultaneously reflects
real historical developmeny. With this proviso our series of stages of
development states nothing more than that each of the categories
mentioned leads out beyond itself, and that none of them could be
completely understood without the preceding ones. However, the
converse also seems to be true; namely, each of the categories pre-
supposes the succeeding ones, and could only fully develop on their
basis. It is clear, for example, that the category of capital cannot be
elaborated without those of the commodity, value and money; but
it is equally true that these most general categories can only become
fully developed on the basis of capital and the capitalist mode of
production. How can this ‘contradiction’ be solved, and which of the
two interpretations of the order of development is the correct one?

Here we come to an old, but continually reappearing objection
to Marx’s conception of the capitalist mode of production.?

1 Cf. Chapter 5 above.
2 This objection goes back as far as Tugan-Baranovsky.
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The object of the attack is the close connection between Marx’s
theory of value and his theory of capital — the fact that, in order to
arrive at the laws of the capitalist mode of production, Marx pro-
ceeds from the analysis of simple commodity production,® which
presupposes the social equality of the participants in exchange, and
therefore disregards the inequality which characterises capitalist
production. Or, as we read in one of the most recent of Marx’s critics,
Rudolf Schlesinger : “The fact that even great men occasionally make
logical mistakes is not important for us, but it is important that Marx
derived laws valid for a certain model [i.e. for the capitalist economic
order] from those valid in the model which was simpler in structure
and earlier in historical succession’, i.e. from the ‘model’ of the simple
commodity economy.*

As in many other instances, it was Marx himself who first for-
mulated these ‘misgivings’. Thus, writing in the Rough Draft against
Adam Smith and the economists who followed him, Marx stated :
‘All the modern economists declare that . . . the individual’s own
labour is the original title to property, be this in a more economic
or a more juristic manner, and that property in the result of the
individual’s own labour is the basic presupposition of bourgeois
society . .. This presupposition is itself based on the assumption that
exchange-value is the economic relation governing the entire rela-
tions of production and commerce, and is therefore itself a historical
product of bourgeois society, the society of developed exchange-
value. On the other hand, since contradictory laws seem to emerge
in the study of more concrete economic relations than are presented
by simple circulation, all classical economists, up to Ricardo, prefer
to allow that conception which springs from bourgeois society itself
to count as a general law, but to banish its actual reality to a golden
age, where no property yet existed. To the age before the economic
Fall of Man, as it were, like Boisguillebert for example. So that the
peculiar result emerges, that the true operation of the law of appro-
priation of bourgeois society has to be transferred to a time when this
society did not yet exist, and the basic law of property to the age of
propertylessness.’®

Although it is the law of appropriation which is under discussion
here, exactly the same can be said in relation to the law of value. We
read in the Theories: ‘Ricardo sought to prove that, apart from
certain exceptions, the separation between capital and wage-labour

3 F.Oppenheimer, Wert und Kapitalprofit, pp.176£f.
4 R.Schlesinger, Marx, His Time and Ours, 1950, pp.96-97.
5 Grundrisse, German edn. pp.go3-04.

.
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does not change anything in the determination of the value of com-
modities. Basing himself on the exceptions noted by Ricardo, Torrens
rejects the law. He reverts to Adam Smith (against whom the
Ricardian demonstration is directed) according to whom the value
of commodities was determined by the labour-time embodied in them
in “that early period” when men confronted one another simply as
owners and exchangers of goods, but not when'capital and property
in land have been evolved. This means . .. that the law which applies
to commodities qua commodities no longer applies to them once they
are regarded as capital or products of capital, or as soon as there is,
in general, an advance from the commodity to capital. On the other
hand, the product first wholly assumes the form of a commodity ~
both in the sense that the entire product has to be transformed into
exchange-value and in the sense that all the ingredients necessary
for its production enter it as commodities — it first wholly becomes a
commodity with the development of, and on the basis of, capitalist
production. Thus the law of value is supposed to be valid for a type
of production which produces no commodities (or produces com-
modities only to a limited extent) and not to be valid for a type of
production which is based on the product as a commodity. The law
itself, as well as the commodity as the general form of the product,
is abstracted from capitalist production and yet it is precisely in
respect of capitalist production that the law is held to be invalid.’®
Thus what Torrens concludes is ‘that here, within capitalist produc-
tion, the law of value suddenly changes. That is, that the law of
value, which is abstracted from capitalist production, contradicts
capitalist phenomena. And what does he put in its place? Absolutely
nothing but the crude, thoughtless expression of the phenomenon
which is to be explained.’”

Marx therefore emphatically rejects the conceptions held by
Smith and Torrens; it does not occur to him to transfer the operation
of the law of value to the ‘Golden Age’ of pre-capitalist society, since
this ‘Golden Age’, as the bourgeois economists visualise it, is a ‘pure
fiction’ which arises from the surface appearance of the capitalist
circulation of commodities, and which Adam Smith, ‘in the true
eighteenth-century manner puts in the prehistoric period, the period
preceding history’.® In reality, ‘the earliest form of production was

8 Theories 111, p.74. Schlesinger refers to just this passage when he
speaks of Marx’s ‘stubborn attempts to save for “value”, in a stage when com-
modities are exchanged at production prices, a meaning which cannot be
upheld except by tautologies’. (The real meaning of the passage escapes him.)

7 Theories 111, pp.72-73.

8 Grundrisse, p.156.
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based on native communities within which private exchange only
appears as a quite superficial and secondary exception. However with
the historical dissolution of these communities relations of domin-
ance and servitude appear, relations of force, which stand in glaring
contradiction to the mild circulation of commodities, and the rela-
tions which corresponded to it.’ In contrast to these attempts to
transfer the reality of the law of value to ‘pre-Adamite’ times, to the
‘paradise lost of the bourgeoisie, where people did not confront one
another as capitalists, wage-labourers, landowners, tenant farmers,
usurers and so on, but simply as persons who produced commodities
and exchanged them’,*® Marx repeatedly stresses that, as on the one
hand, the capitalist mode of production ‘presupposes above all the
circulation of commodities, and hence of money as its basis’,'* so on
the other hand commodity production ‘does not become the normal,
dominant type of production .. . until capitalist production serves as
its basis’; that consequently commodity production, ‘in its general,
absolute form’ is precisely the capitalist production of commodities.!2
For ‘only where wage-labour is its basis does commodity production
impose itself upon society as a whole’,’® and only then can the law
of value emerge from the embryonic form, which it possessed under
pre-capitalist conditions, to become one of the moving and ruling
determinants in the totality of social productiony For Marx, there-
fore, the law of value, far from belonging to the past is partlcul“a’rTy
charactenstlc ‘of ‘capitalist society, and first attains its full validity
within it. But how can this be reconciled with the fact (continually
-emphasised by Marx) that in a developed capitalist society the centre
‘around which market prices oscillate’ is not the value of a com-
modity but the price of its production, which diverges from its value?
Thus, if Marx asked (in his polemic against Torrens) how it is that
the law of value, which was abstracted from capitalist production,
should not apply to this very form of production, it could equally
be asked how this same law could in fact be abstracted from a mode

9 Grundrisse, German edn. p.go4.

10 Contribution, p.59.

11 Capital 111, p.324.

12 Capital 11, pp.33, 141. Cf. Theories 111, p.313: ‘That it is only on the
basis of capitalism that commodity production or the production of products
as commodities becomes all-embracing and affects the nature of the products
themselves’.

18 Capital 1, p.733 (587). Cf. Capital 1I, p.119: ‘As a matter of fact
capitalist production is commodity production as the general form of pro-
duction. But it is so, and becomes so more and more in the course of its
development, only because labour itself appears here as a commodity, because
the labourer sells his labour, that is, the function of his labour-power.’
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of production, whose immediately given phenomena prima facie
contradict it?

This is not, however, the place to go into the so-called contra-
diction between Volumes I and III of Capital, ie. the problem of
the ‘transformation of values into prices of production’. (We shall
come back to this later.) Our sole concern here is the methodological
aspect of the problem — the question as to whether, from Marx’s
standpoint, one can speak of two different ‘models’, that of the simple
commodity economy and that of the capitalist economy, and
whether, in fact, Marx derived the laws of the latter from the
former?

The answer can be found in Marx’s Introduction to the Rough
Draft, in fact in the famous section on the ‘Method of Political
Economy’. Marx demonstrates how the method of ‘rising from the
abstract to the concrete is only the way in which thought appropriates
the concrete, reproduces it as the concrete in thought. But this is by
no means the process by which the concrete itself comes into being.’
Thus, ‘the simplest economic category, e.g. exchange-value’ in
its completed form, ‘can never exist other than as an abstract,
one-sided relation within an already given, concrete living whole’
(that is, capitalist society), although ‘as a category’ exchange-value
seems to lead ‘an antediluvian existence’. And consequently : ‘In the
succession of the economic categories, as in any other historical, social
science, it must not be forgotten that their subject — here modern
bourgeois society — is always what is given, in the head as well as in
reality, and that these categories therefore express the forms of being,
the characteristics of existence, and often only individual sides of
this specific society, this subject, and that therefore this society by
no means begins only at the point where one can speak of it as such;
this holds for science as well”** (For us it began with the analysis of
the commodity and of money.)

After demonstrating in this way the abstract character of the
‘simplest categories’, Marx asks further: ‘But do not these simpler
categories also have an independent historical or natural existence
predating the more concrete ones? That depends.’ For example,
money can exist ‘and did exist historically, before capital existed,
before banks existed, before wage-labour existed etc.’ However:
‘Although money everywhere plays a role from very early on, it is
nevertheless a predominant element, in antiquity, only within the
confines of certain one-sidedly developed nations, trading nations.
And even in the most advanced parts of the ancient world, among

14 Grundrisse, pp.101, 106.

/.
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the Greeks and Romans, the full development of money, which is
presupposed in modern bourgeois society, appears only in the period
of their dissolution.” Thus ‘although the simpler category may have
existed historically before the more concrete, it can achieve its full
(intensive and extensive) depelopment [only] . . . in the most devel-
oped conditions of societyf%3 )

Labour provides another example : ‘Labour seems a quite simple
category. The conception of labour in this general form — as labour
as such ~ is alsoimmeasurably old. Nevertheless, when it is economic-
ally conceived in this simplicity, “labour” is as modern a category as
are the relations which create this simple abstraction.” This is because,
‘Indifference towards any specific kind of labour presupposes a very
developed totality of real kinds of labour, of which no single one is
any longer predominant . . . On the other side, this abstraction of
labour as such is not merely the mental product of a concrete totality
of labours. Indifference towards specific labours corresponds to a
form of society in which individuals can with ease transfer from one
labour to another, and where the specific kind is a matter of chance
for them, hence of indifference.

However, such a situation is encountered for the first time
in a developed capitalist society.!®* Marx concludes : ‘This example
of labour shows strikingly how even the most abstract categories,
despite their validity — precisely because of their abstractness — for
all epochs, are nevertheless, in the specific character of this abstrac-
tion, themselves likewise a product of historical relations, and possess
their full validity only for, and within these relations’?

What Marx says here on the category of labour also applies of
course to the category of value as determined by labour. This category
also had an ‘antediluvian existence’, it too existed historically long
before capitalist production, although only in an immature and
embryonic form, and by no means ‘penetrated all economic rela-
tions’. To this extent, ‘it is quite appropriate to regard the values of
commodities as not only theoretically, but also historically prior to

15 ibid. pp.101-04.

16 Cf. Capital 1, p.152 (60): ‘The secret of the expression of value,
namely the equality and equivalence of all kinds of labour because and insofar
as they are human labour in general, could not be deciphered until the notion
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, hence the dominant social relation
is the relation between men as possessors of commodities.’

17 Grundrisse, pp.103, 104, 105.
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the prices of production’.*®* However, the category of value only
appears in its developed form in capitalist society, since only in this
society does commodity production become the general form of
production.*®

In fact, products become commodities in a capitalist society, to
the same degree that all commodities also become the products of
capital. For this reason a modification of the law of value must
take place. Hence the law of value only operates as an abstract
determinant here, expressing only one aspect of capitalist society —
although a fundamental one; namely the fact that all economic
subjects have to relate to one another as exchangers of commodities
(including the mutual relation of worker and capitalist).2> However,
abstract determinants cannot be applied directly to ‘further devel-
oped concrete relations’; they have first to be mediated. And this
mediation is established by the category of prices of production. Con-
sequently the ‘inversion of the law of value’, the dialectical transition
from labour-value (or the simple commodity economy) to prices of
production (or capital) is not a historical deduction, but a method of
comprehending the concrete, ie. capitalist society itself. In other
words (to go back to Marx’s critics) it is not a question of two differ-
ent ‘models’, but of one and the same model — that of the modern
capitalist mode of production — which can only be apprehended by
uncovering the internal laws of its movement, hence by means of the
‘ascent from the abstract to the concrete’. In order to understand
the prices of production, which appear on the surface, we must go
back to their hidden cause, value. And those who do not agree to this
must confine themselves to mere empiricism, and therefore abandon
any attempt to give a real explanation of the processes of the capital-
ist economy.

So much then on the way in which Marx solved the question
of the ‘actuality of the law of value’. This chapter was included to
make it easier to understand what comes later. The reader should
realise in advance why Marx begins with the analysis of simple com-
modity circulation, and the role allotted to this analysis in his theory.
And he should not overlook the fact that this is a question of the
most abstract sphere of capitalist production; of a sphere behind

18 Capital 1II, p.177.

19 Cf. Chapter 4 of Rubin’s work referred to previously.

20 As far as this relation is concerned Marx’s critics cannot deny that the
most important exchange of all — the purchase and sale of labour-power —
conforms, primarily, to the law of value, ie. the ‘first model’, despite the
modifications indicated by Marx himself. (See Capital III, pp.159-60.)
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which ‘yet another world conceals itself, the world of the inter-
connections of capital’,?! in which a radical inversion (Umschlag)
of both the law of value and the law of appropriation becomes un-
avoidable.

21 Grundrisse, p.639.



N —

I0.

The Law of Appropriation
in a Simple Commodity Economy

The ‘Chapter on Capital’* which follows the ‘Chapter on
Money’ opens with an illuminating study of the ‘law of appropria-
tion, as it appears in simple circulation’.? This is a welcome comple-
ment to Volume I of Capital, where this theme is only touched on
incidentally.?

Up until now Marx’s presentation has not gone beyond the
sphere of simple circulation. In simple commodity circulation the
exchangers initially confront each other as persons who can only
acquire each other’s commodities on the basis of a voluntary agree-
ment to exchange, and who must therefore acknowledge each other
as the owners of private property. (I'he exchange relation itself does
not tell us how they became commodity owners, apd how the original
appropriation of the commodities came abou‘tl.%-klowever, since the
commodity as value simply represents objectified labour, and since
from the standpoint of circulation ‘alien commodities, i.e. other
people’s labour, can only be appropriated through the alienation of
one’s own, it follows that the property in the commodity which pre-

cedes exchange appears {as] . . . arising directly from the labour of -
its owner, and labour appears as the original mode of appropriation

... as the legal title to property.) It was in this sense that the classical

1 The entire ‘Chapter on Capital’ was (as we learn from the editorial
note on p.150 of the German edition of the Grundrisse) originally designated
as the ‘Chapter on Money as Capital’, and it is therefore incomprehensible
why the publishers of the work use this original title as the contents guide on
the top edge of pp.151-62, which are devoted to the analysis of the ‘law of
appropriation’. The Soviet economist Leontiev takes this erroneous guide at
its face value and struggles to prove to his readers that ‘although, at first sight
the content of pp.151-62 does not appear to correspond to the heading pro-
vided by Marx’ this is, in reality, merely an ‘apparent contradiction’. (O
pervonatshalnom nabroske ‘Kapitala® Marksa, Moscow, 1946, p.27.)

2 So designated in the Index zu den 7 Heften, in both versions. (pp. 151-
62 and 9o1-18, Grundrisse, German edn.)

3 Cf. Capital 1, pp.178-79 (85-86), 279-80 (176).
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own labour to be the basic presupposition of bourgeozs society’ .t

{ The ‘law of appropriation through one’s own labour’ which
characterises the simple commodity economy gives rise to ‘a realm of
bourgeois freedom and equality based on this law [which] spreads
out, on its own accord in circulation’. The principle of reciprocity,
‘the pre-established harmony between the owners of commodities’,
is also a consequence of this law.®

( In fact, ‘although individual A feels a need for the commodity
of individual B, he does not appropriate it by force’, and neither
does the commodity owner B, but rather, ‘they recognise one another
reciprocally as proprietors, as persons whose will penetrates their
commodities’. In this way, the ‘juridical moment of the Person and
of Freedom, insofar as it is contained in the former’, enters the rela-
tion of the commodity owners. (Marx remarks in this connection :
‘In Roman Law the slave is therefore correctly defined as one who
may not enter into exchange for the purpose of acquiring anythmg
for himself.’) Admittedly, a certain element of compulsion is con-
tained in the fact that the partners in exchange are driven to
exchange by their needs. Looked at in this way, however, ‘it is only
my own nature, this totality of needs and drives, which exerts a force
on me; it is nothing alien . . . But it is after all, precisely in this way
that I exercise compulsion over the other person and drive him into
the system of exchange’.® In this way the circulation of commodities
reveals itself directly as the realisation of the freedom and independ-
ence of the owners of commodities.)

In exchange, individuals confront each other merely as the
owners of commodities, and each of these individuals ‘has the same
social relation towards the other as the other has to him. As subjects
of exchange, their relation is that of equality. It is impossible to detect
any trace of distinction, not to speak of contradiction, between
them.’” Of course the exchangers represent different needs and differ-
ent use-values. This situation, ‘far from endangering the social
equality of the individuals, rather makes their natural difference into
the basis of their social equality. If individual A had the same need
as individual B, and if both had realised their labour in the same
object, then no relation whatever would be present between them;
considering only their production, they would not be different indi-

economists pronounced ‘property in the result of the mdwz%tal’

4 Grundrisse, German edn. pp.go2, 903.
5 ibid. p.904.

8 Grundrisse, pp.243-46.

7 ibid. p.241.



Appropriation in a simple commodity economy « 177

viduals at all. Both have the need to breathe; for both the air exists
as atmosphere; this brings them into no social contact; as breathing
individuals they relate to one another only as natural bodies, not as
persons. Only the differences between their needs and between their
production give rise to exchange and to their social equation in
exchange; these natural differences are therefore the precondition
of their social equality in the act of exchange, and of this relation
in general, in which they relate to one another as productive.’®

On the other hand, ‘The commodities which they exchange
are, as exchange-values, also equivalents . . . which not only are equal
but are expressly supposed to be equal’; and ‘if one individual, say,
cheated another this would happen not because of the nature of the
social function in which they confront one another . . . but only
because of natural cleverness, persuasiveness etc., in short only the
purely individual superiority of one individual over another’.? Here
therefore, both the exchanging subjects and the objects exchanged
seem subject to the law of equality.

Finally, in exchange, in addition to the quality of freedom and
equality comes that of reciprocity : ‘Individual A serves the needs of
individual B by means of the commodity “a” only insofar as and
because individual B serves the needs of individual A by means of the
commodity “b”, and vice versa. Each serves the other in order to serve
himself; each makes use of the other, reciprocally, as his means.’
Consequently, it is also ‘present in the consciousness of the exchang-
ing subjects that each arrives at his end only insofar as he serves the
other as means; that each is a means for the other; and finally that
the reciprocity in which each is simultaneously means and end, and
in fact only attains his end through becoming a means for the other,
and only becomes means by attaining his end, is a necessary fact,
presupposed as a natural precondition of exchange, but that as such
it is irrelevant to each of the two subjects of the exchange and is only
of interest to him to the extent that it satisfies his interest.”*°

,?I\Zarx says in another passage that the economists ‘express this as
follows : each pursues his private interest and only his private interest;

8 ibid. p.242.

9 ibid. p.241.

10 ;bid. pp.243-44, and Grundrisse, German edn. pp.g11-12. ‘The com-
mon interest’, we read further on in the text, ‘is indeed recognised as a
fact by both sides, but it is not a motive as such; rather it exists, so to speak,
only behind the backs of these self-reflected individual interests . . . At most
the individual can have the consoling awareness that the satisfaction of his
most selfish individual interests is precisely the realisation of the superseded
antithesis, of the general social interest . . . The general interest is precisely
the generality of self-seeking interests.’
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and thereby serves the private interests of all, the general interest,
without willing or knowing it.” However : “The real point is not that
each individual’s pursuit of his private interest promotes the totality
of private interests, the general interest. One could just as well deduce
from this abstract phrase that each individual reciprocally blocks the
assertion of the others’ interests so that, instead of a general affirma-
tion, this war of all against all produces a general negation. The point
is rather that private interest is itself already a socially determined
interest, which can be achieved only within the conditions laid down
by society, and with the means provided by society . .. It is the interest
of private persons; but its content, as well as the form and means of
its realigation, is given by social conditions independent of all of
them.’**

Marx further examines how the commodity owners’ concep-
tions of equality, freedom and reciprocity) which arise from com.-
moali‘y exchange are consolidated and pe‘l‘fected through the money
system. This is related primarily to money’s role as ‘equaliser’. As a
‘radical leveller’?? it extinguishes all natural differences and makes ‘a
worker who buys commodities for gs. . . appear in the same function,
in the same equality . . . as the king who does the same’.*®* And even
accumulation, the petrification of money into a hoard, only abolishes
the equality of the commodity owners in appearance. For ‘if one
individual accumulates and the other does not, then none does it at
the expense of the other . . . He can only take in the form of money,
what is there in the form of the commodity . . . One enjoys the con-
tent of wealth, the other takes possession of wealth in its general
form. If one grows impoverished and the other grows wealthier, this
is a question of their own discretion, their thrift, industry,** morality
etc., and by no means emerges of itself from the economic rela-
tions. . . in which the individuals in circulation confront one another.’

Furthermore; ‘even inheritance, and similar legal relations,
which might prolong any such inequalities, do not detract from this
social equality. If individual A’s relation was not in contradiction with
equality originally, then such a contradiction can surely not arise
from the fact that individual B steps into the place of individual A,
thus perpetuating him. Inheritance is rather an assertion of the social
law beyond the natural life-span, and a reinforcement of it against
the chance influences of nature; the intervention of the latter tends

11 Grundrisse, p.156.
12 Capital 1, p.229 (132).
18 Grundrisse, p.246.
14 j.e. industriousness.
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rather to do away with the freedom of the individual. Moreover,
f since the individual in this relation is merely the individuation of
. " money, he is therefore as such as immortal as money itself’*
So much then for the ‘harmonies of freedom and equality’ which
[ necessarily arise from the real conditions of commodity exchange,
and which make it appear as ‘a very Eden of the innate rights of
! man’.lﬁ/lt is not at all surprising that the apologists of capitalism,
. right up to the present day, prefer to retreat to the realm of simple
commodity exchange, when they wish to conjure away the contra-
dictions of the capitalist economic order! Because of the fact that
capitalist relations are also relations of exchange, they are now regar-
ded merely as such. Marx remarks: ‘What all this wisdom comes
down to is the attempt to stick fast at the simplest economic relations,
which, conceived by themselves, are pure abstractions; but these
relations are in reality mediated by the deepest antitheses, and rep-
resent only one side, in which the full expression of the antitheses is
,  obscured/*’ Consequently, if bourgeois economists hold up the rela-
|  tions of simple commodity exchange as a refutation of ‘the more
v developed economic relations in which individuals relate to one
another no longer merely as buyers or sellers but in specific relat-
ions . . . then it is the same as if it were asserted that there is no differ-
ence, to say nothing of antithesis and contradiction, between natural
i bodies, because all of them, when looked at from e.g. the point of
~ view of their weight, have weight, and are therefore equal; or are
equal because all of them occupy three dimensions.” The economists
forget here that even the presupposition with which they begin ‘by
no means arises either out of the individual’s will, or out of the im-
mediate nature of the individual, but that it is rather historical’ and
that in developed commodity circulation, ‘the individual has an exist-
| ence only as a producer of exchange-value, hence the whole negation
of his natural existence is already implied’.’® And on the other hand
they forget that the sphere of commodity circulation merely repre-
sents the surface of bourgeois society beneath which, however, ‘in the
depths, entirely different processes take place’, giving rise to ‘differ-
ent, more involved’ economic relations ‘which collide to a greater or
lesser extent with the freedom and independence of the individuals’.
In order to demonstrate the completely unhistorical character of

| 18 Grundrisse, p.247 and Grundrisse, German edn. p.915.
' 18 Capital 1, p.280o (176). '

17 ‘What is overlooked . . . is that already the simple forms of exchange-\
value and of money latently contain the opposition between labour and capital) =
etc.” (Grundrisse, p.248.) Ve

18 Grundrisse, pp.247-48.
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this ‘infantile abstraction’ of bourgeois apologetics, Marx turns to the
social division of labour, which constitutes the precondition of com-
modity production. The classical economists (from Petty to Smith)
understood the division of labour as being ‘correlative with exchange-
value’ since the products which assume the form of commodities and
values are in fact nothing other than labour realised in different
ways and in different use-values, nothing other than ‘the objective
existence of the division of labour’. This division simply expresses,
‘in active form, as the particularisation of labour . . . what the differ-
ent use-values express in material form’. In commodity exchange the
division of labour only appears ‘in the result’; it merely expresses the
fact ‘that the subjects of exchange produce different commodities,
which correspond to different needs, that if each individual depends
on the production of all; all depend on his production in that they
mutually complement each other, and that in this way the product
of each individual, through the circulation process and to the extent
of the amount of value he possesses, is a means of participating in
social production as a whole.”® However, this obscures the more
complex economic relations which are comprised in the social division
of labour. It is clear, though, that commodity production ‘does not
merely presuppose the division of labour in a general sense, but a
specifically developed form of it’,2° which is manifested in the isola-
tion of the individual, ‘the assertion of the individual’s independence
at each particular point’?! and the private character of the com-
modity producers.?? And it is this specific form of the division of
labour which is the crucial issue ! For, if we look only at the exchange
relation as such, ‘an English tenant farmer and a French peasant
stand in the same economic relation. But the French peasant only
sells the small amount of surplus left over from the production of his
family. He consumes most of the product himself, and hence does
not relate to the bulk of it as exchange-value, but as use-value, a
direct means of subsistence. In contrast, the English tenant farmer
is completely dependent on the sale of his product, thus on its sale

19 Grundrisse, German edn. pp.go7-09.

20 ibid. p.go5.

21 ‘punktuelle Verselbstindigung’ (ibid. p.9o6.) A concept drawn from
Hegel.

22 Thus the social division of labour — and often in a rather developed
form — also existed in the primitive communist communities, although this did
not mean that the products they produced assumed the form of commodities.
But though it is correct ‘to say that individual exchange presupposes the
division of labour, it is wrong to maintain that division of labour presupposes
individual exchange’. (Contribution, p.60.)
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as a commodity, and hence on the social use-value of his product.
His entire production is therefore determined and seized on by
exchange-value.’

Marx concludes that this shows ‘what a very different develop-
ment of the productive forces of labour, and its division, what differ-
ent relations between individuals within production, are required so
that grain, for example, may be produced as simple exchange-value,
and thus enter in its entirety into circulation; and what economic
processes are required to make an English farmer out of a French
peasant.’?® However, it is not the peasant, living in a semi-natural
economy, who is a characteristic figure of developed commodity pro-
duction, but the capitalist farmer — since production for the market
is of decisive importance in the latter case{ The analysis of the form of
the division of labour, as the basis of commodity exchange, therefore
leads to the result (already known to us) that we must presuppose ‘the
entire system of bourgeois production in order that exchange-value
may appear, on the surface of things, as the simple point of depar-
ture’, and in order that the members of society ‘may confront each
other in the circulation process as free producersin the simple relation
of buyers and sellers, and figure as its independent subjects’.?* It is
therefore no accident that the ideas peculiar to developed commodity
production, summed up in the ‘trinity of property, freedom and
equality’, were first theoretically formulated by the Italian, English
and French economists of the seventeenth and eighteenth centuries.
These ideas thus merely anticipated the realisation of this trinity in
modern bourgeois society. Far from expressing certain eternal charac-
teristics of human nature, these ideas are rather mere reflections
of the capitalist process of exchange, which constitutes their real
basis. ‘As pure ideas they are idealised expressions of its different
moments; as developed in legal, political and social relations they
are simply reproduced in other planes.’%?

So much for the bourgeois-apologist misinterpretation of simple
commodity circulation and the laws arising from it.?® Marx saw a
counterpart to this ‘in the foolishness of those socialists (in particular
the French, who want to depict socialism as the realisation of the

23 Grundrisse, German edn. p.go6.

(24 ibid. p.go7.

126 ibid. pp.g15-16. Marx adds: ‘And so it has been in history. Equality
and freedom as developed to this extent are exactly the opposite of the free-
dom and equality in the world of antiquity, where developed exchange-value
was not their basis, but where rather the development of that basis destroyed
them.” (Grundrisse, p.245. Cf. Engels, Anti-Diihring, p.124.) |

26 Cf. the short sketch ‘Bastiat and Carey’ in the Grundrisse, pp.883-93.
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ideals of bourgeois society articulated by the French Revolution) whg
maintain that exchange and exchange-value etc. are originally (in
time) or essentially (in their adequate form) a system of universa]
freedom and equality, but have been perverted by money, capital,
etc’ The answer to these socialists (Marx is thinking above all of
Proudhon®”) is that ‘exchange-value or, more precisely, the money
system, is in fact the system of equality and freedom, and that the
disturbances which they encounter in the further development of the
system are disturbances inherent in it, are precisely the realisation of
equality and freedom, which turn out to be inequality and unfree-
dom.’?®

An extremely important methodological conclusion follows from
what has been said : since the production process ‘as it appears on
the surface of society’ knows no other mode of appropriation than
the ‘appropriation of the product of labour by labour, and of the
product of alien labour by the individual’s own labour’, based on the
equality, freedom and reciprocity of the producers, it follows that the
contradictions which emerge in the course of the development of
commodity production ‘must be derived just as much as this law of
the original appropriation of labour, from the development of
exchange-value itself’.?® Simple commodity circulation only seems
to allow the acquisition of property in alien labour by the surrender
of the individual’s own labour i.e. only through the exchange of
equivalents. The theory now has to demonstrate how this changes in
the course of further development, and how it eventually comes about
that ‘private property in the product of one’s own labour is identical
with the separation of labour and property, so that labour will create
alien property and property will command alien labour’.2¢

27 Cf. Capital 1, pp.178-79 n.1 (84-85 n.2).
28 Grundrisse, pp.248-49.

29 Grundrisse, German edn. p.go4.

30 Grundrisse, p.238.



II1.
The Transition to Capital

(‘The development of capital out of money’)*

We now come to the main subject of Marx’s analysis — the
category of capital. The first question is naturally : What is capital?
How is its concept to be developed ?

(We read in the Rough Draft that the Classical economists often
conceive of capital as ‘accumulated (properly speaking objectified?)
labour, which serves as the means for new labour’. However, ‘it is
just as impossible to proceed directly from labour to capital, as it is
to go from the different human races directly to the banker, or from
nature to the steam-engine’) The usual definition says basically noth-
ing more than that capitdl is a means of production, ‘for, in the
broadest sense, every object, including those furnished purely by
nature e.g. a stone, must first be appropriated by some sort of activity
before it can function as an instrument, as means of production.
According to this, capital would have existed in all forms of society,
and is something altogether ahistorical. Hence every limb of the
body is capital, since each of them not only has to be developed
through activity, labour, but also nourished, reproduced, in order to
be active as an organ. The arm, and especially the hand, are then
capital. Capital would be only a new name for a thing as old as the
human race, since every form of labour, including the least developed,
hunting, fishing etc. presupposes that the product of prior labour is
used as means for direct, living labour.’

Thus the above definition only ‘refers to the simple material of

1 The chapter ‘The Transition to Capital’ is present in two versions in
the Grundrisse, as was the previous chapter. These are in the main manuscript
itself (pp.239ff of the English edition of the Rough Draft) and also in the
fragment of the Urtext: ‘Zur Kritik’ (original text of the Contribution) to be
found on p.919{f of the German edition. Both versions are used here.

2 ‘Already in accumulated labour, something has sneaked in, because, in
its essential characteristic, it should be merely objectified labour, in which,
however, a certain amount of labour is accumulated. But accumulated labour
already comprises a quantity of objects in which labour is realised.’ (Grun-
drisse, p.258.)

e
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capital without regard to the formal character without which it is
not capital’. ‘If then the specific form of capital is abstracted away,
and only the content is emphasised, as which it is a necessary
moment of all labour, then of course nothing is easier than to demons-
trate that capital is a necessary condition for all human production.
The proof of this proceeds precisely by abstraction from the specific
aspects which make it the moment of a specifically developed historic
stage of human production. The catch is that if all capital is objecti-
fied labour which serves as means for new production, it is not the
case that all objectified labour which serves as means for new pro-
duction is capital. Capital is conceived as a thing, not as a relation.”

At first sight another explanation seems to be more promising,
namely that which conceives of capital as a ‘sum of values’ or ‘self-
reproducing exchange-value’. At least this ‘contains the form where-
in exchange-value * is the point of departure’,® instead of an accumu-
lation of the material products of labour. However : ‘Every sum of
values is an exchange-value, and every exchange-value is a sum of
values. I cannot get from exchange-value to capital by means of
mere addition.’® On the other hand, ‘while all capital is a sum of com-
modities, that is, of exchange-values, not every sum of commodities,
of exchange-values, is capital’.” Thus the second explanation is of
no more use than the first.

In fact, the economists help themselves out of their predicament
by defining as ‘capital’ any value ‘which produces a profit or which
is at least employed with the intention of producing a profit’. But in
this case they simply assume what has to be explained, ‘since profit

3 ibid. pp.257-59. Cf. the well-known passage from Marx’s Wage-Labour
and Capital (1847): ‘Accumulated labour which serves as a means of new
production is capital. So say the economists — What is a Negro slave? A man
of the black race. The one explanation is as good as the other. A Negro is a
Negro. He only becomes a slave in certain relations. A cotton-spinning Jenny
is a machine for spinning cotton. It becomes capital only in certain relations.
Torn from these relationships it is no more capital than gold in itself is money
or sugar the price of sugar.” And further: ‘Capital, also, is a social relation of
production. It is a bourgeois production relation, a production relation of
bourgeois society. Are not the means of subsistence, the instruments of labour,
the raw materials of which capital consists, produced and accumulated under
given social conditions, in definite social relations? Are they not utilised for
new production under given social conditions, in definite social relations? And
is it not just this definite social character which turns the products serving for
new production into capital?’ (Selected Works, pp.79-80.)

¢ Cf. Note 8 on p.r11 above.

5 Grundrisse, p.258.

8 ibid. p.251.

7" Wage-Labour and Capital (Selected Works, p.81.)
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is a specific relation of capital to itself’.® It is clear that this does not
answer the question. Capital must be understood as self-augmenting
value, and hence as a process. And for this purpose it is necessary to
proceed, not from a mere sum of values, or products of labour, but
from ‘exchange-value as it is already developed in the movement of
circulation’. Marx’s analysis therefore begins here.

However, which of the two forms of circulation which we
already know (C-M-C and M-C-M) is involved here? In which can
valug become capital ?

Clearly not in the circuit C-M-C (simple circulation) since here
the exchange of value (Wertwechsel) of the commodity and money
merely has the role of a ‘fleeting mediation’ : ‘One commodity is
ultimately exchanged for another commodity . . . and the circulation
itself only served, on the one hand to allow use-values to change
hands according to need, and on the other to allow them to change
hands to the extent to which labour-time is contained in them . . .
and to the extent to which they are factors of equal weight in general
social labour-time.”® As such, simple commodity circulation, the form
C-M-C, does not therefore carry ‘the principle of self-renewal within
itself’, it cannot ‘ignite itself anew from its own resources’; the repeti-
tion of the process ‘does not follow from the conditions of circulation
itself . . . Commodities constantly have to be thrown into it anew
from the outside, like fuel into a fire. Otherwise it flickers out in

indifference.’??
In other words, consumption, use-value, constitutes the ultimate

8 Grundrisse, p.258. We read a little further on in the Rough Draft:
‘It is damned difficult for Messrs. the economists to make the theoretical
transition from the self-preservation of value in capital to its multiplication;
and this in its fundamental character, not only as an accident or result . . .
Admittedly, the economists try to introduce this into the relation of capital as
an essential aspect, but if this is not done in the brutal form of defining capital
as that which brings profit, where the increase of capital itself is already posited
as a special economic form, profit, then it happens only surreptitiously and
very feebly . . . Drivel to the effect that nobody would employ his capital
without drawing a gain from it amounts either to the absurdity that the good
capitalists will remain capitalists even without employing their capital; or to
a very banal form of saying that gainful investment is inherent in the concept
of capital. Very well. In that case it would have to be demonstrated.” (ibid.
PP-270-71.)

9 Grundrisse, German edn. p.925: ‘Regarded in itself, circulation is the
mediation of presupposed extremes. But it does not posit these extremes.
Therefore, as the entirety of mediation, as a total process itself, it must be
mediated. Its immediate existence is therefore pure semblance. It is the
phenomenon of a process going on behind its back.’ (ibid. p.920.)

10 Grundrisse, p.255 and, in German edn. p.g2o.
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aim and the real content of simple commodity circulation.)Marx
concludes : ‘“Therefore it is not in this aspect of the content (of the
material) that we must look for the attributes which lead further.’
We should rather stay with the formal aspect, where ‘exchange-value
as such becomes further developed and receives more profound quali-
ties through the process of circulation itself. With the aspect, that is
to say, of the development of money’, as it appears as the result of
the circulation process.!* Thus we come to the category of ‘Money
as Capital’, ‘which goes beyond its simple quality as money’*?* and
in so doing, establishes a transition from value and money to capital.

Naturally this can only apply to money in its ‘third quality or
function’*® since it is only in this form that money is ‘no longer
a merely mediating form of commodity exchange . . . It is a product
of circulation which has, as it were, grown out of it contrary to agree-
ment’, and in which value ‘becomes independent’ of circulation. And
simultaneously it is a form in which the only sensible movement
appears to be the enlargement of value, its continual multiplica-
tion.*

In fact, as long as we remain in the sphere of simple commodity
circulation, the independence of money must in the last analysis prove
to be chimerical, since even money in its third quality is only ‘sus-
pended medium of circulation’, which owes its formation to a deliber-
ate or an involuntary interruption of the circulation process. Tf it
‘re-enters circulation this is the end of its immortality, the value con-
tained in it is dissipated in the use-values of the commodities for
which it is exchanged, and it becomes a mere medium of circulation
once more. On the other hand, if money remains withdrawn from
circulation ‘it is as valueless as if itlay buried in the depths of a mine’;
it ‘collapses into its material, which is left over as the inorganic ash
of the process as a whole’.1> And even if the money which has been
withdrawn from circulation is hoarded, no real increase or creation
of value takes place in the movement C-M-C. ‘Value does not
emerge from value; rather, value is thrown into circulation in the

~ 11 Grundrisse, German edn. p.925.

12 ‘Money as capital is an aspect of money which goes beyond its simple
character as money. It can be regarded as a higher realisation; as it can be
said that man is a developed ape. However, in this way the lower form is
posited as the primary subject, over the higher’, which would be incorrect. ‘In
any case, money as capital is distinct from money as money. The new aspect
is to be developed.” (Grundrisse, p.251.) Cf. Capital I, Chapter 4, where the
discussion centres on ‘Money as Capital’. 7

13 Cf Chapter 8 above. s

14 Grundrisse, German edn. pp.928, 935.

16 ibid. pp.929, 925, (p.263 in the English edn.).
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form of the commodity, in order to be withdrawn from it in the un-
usable form of the hoard. . .. The same magnitude of value which
previously existed in the form of the commodity, now exists in the
form of money; it becomes stored up in the latter form, since it is
dispensed with in the other . . . thus enrichment appears in its con-
tent as voluntary impoverishment.’*® Consequently, in simple circula-
tion the increase of money ‘can only appear in the form of hoarding,
mediated by C-M, the constantly renewed sale of the commodity,
since money is not permitted to run its full course’, by which it trans-
forms itself into the commodity again.”[Hence in the form C-M-C
neither the entry nor the non-entry of money into circulation can
protect it from the eventual loss of its independence and immortal-
ity.®

Where then is the real solution to the problem to be found?
What are the conditions under which money can go beyond the
stage of primitive hoarding, for it — without being absorbed as a mere
medium of circulation or petrifying into a hoard — to preserve and
augment itself as independent value? (For ‘as the universal form of
wealth . . . money is only capable of a quantitative movement : that
of increasing itself . . . it only preserves itself as distinct from use-
value, as value in its own right, by constant self-multiplication.’*?) It
is clear that these conditions first obtain in the circuit M-C-M (buying
in order to sell). Because in order for money to ‘preserve itself as
money, it must return to circulation just as often as it leaves it, but
not as a mere medium of circulation . . . [It must] still remain money
in its existence as commodity, and exist only as a temporary form of
the commodity in its existence as money . . . Its entry into circulation
must be itself as a moment of its remaining at home with itself, and
its remaining at home with itself2° an entry into circulation.” (In
other words : it is only in the form of money as capital that the limit-
less drive for the enlargement of exchange-value can turn from a
mere ‘chimera’ into a living, actual reality.??) On the other hand,

16 Grundrisse, German edn. pp.929, 935.

17 ibid. p.g3o0.

18 Cf. Capital 1, p.268 (166): Capital cannot therefore arise from
circulation and it is equally impossible for it to arise apart from circulation.
It must have its origin both in circulation and not in circulation.’

19 Grundrisse, German edn. p.936.

20 Beisichbleiben - once more reminiscent of Hegelian terminology.

21 ‘However, as representative of the general form of wealth — money —
capital is the endless and limitless drive to go beyond its limiting barrier.
Every boundary (Grenze) is and has to be a barrier (Schranke) for it. Else it
would cease to be capital — money as self-reproductive. If ever it perceived a
certain boundary not as a barrier, but became comfortable within it as a

<,
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circulation itself has to appear ‘as a moment in the production of
exchange-values’; as a link in the process by which they are preserved
and augmented. To this end exchange-value has to be ‘in fact ex-
changed for use-value and the commodity consumed as use-value,
but it must preserve itself as exchange-value in this consumption’.?2

Hence the consumption of this commodity must be productive
consumption, directed not at immediate use, but rather at the repro-
duction and new production of values.?* Only under these conditions
1e. if the circuit G-M-C turns into the circuit M-C-M, can money
become self-preserving and self-augmenting value, become capital.

However we must define more precisely the use-value, whose
consumption should show itself as the production both of value and
of surplus-value at one and the same time. As already noted, capital is,
by its nature, a ‘surplus-value breeding’ value.?* “The only use-value
i.e. usefulness, which can stand opposite capital as such is that which
increases, multiplies, and hence preserves it as capital . . . not an article
of consumption, in which it loses itself, but rather in which it pre-
serves and increases itself.” Only such a use-value can be confronted
by capital as ‘independent value’ and capital can only be realised in
such a value.

From this aspect, the commodity, as such, cannot be the opposite
of capital, since money which has become capital ‘is indifferent to
the particularities of all commodities, and can take on any form of
the commodity which is desired. It is not this or that commodity, but
it can be metamorphosed into any commodity . . . Instead of exclud-
ing it, the entire range of commodities, all commodities, appear as
an equal number of incarnations of money’, since they — just like

boundary, it would itself have declined from exchange-value to use-value,
from the general form of wealth to a specific, substantial mode of the same . . .
The quantitative boundary of the surplus-value appears to it as a mere natural
barrier, as a necessity which it constantly tries to violate and beyond which it
constantly seeks to go.” (Grundrisse, pp.-334-35.) The conceptual distinction
between ‘boundary’ and ‘barrier’ is taken from Hegel. (See Science of Logic,
Voll, pp.129-51.)

22 Grundrisse, German edn. pp.931-32. This is not possible in simple
commodity circulation: ‘The use-value existing in the commodity disappears
(for its owner) as soon as its price is realised in money; the exchange-value
which is fixed in money disappears (for the owner of money) as soon as it is
realised in the commodity as use-value. . . By the simple act of exchange each
can only become lost in its characteristic against the other, when it is realised
in it. None can remain in the one characteristic, in that it passes over into the
other.” (ibid. pp.919-20.)

23 ¢bid. pp.932-33.

24 ‘Active value is simply value which posits surplus-value.” (Grundrisse,
German edn. p.936.)
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money — only count in exchange as objectified labour. In this respect
there is no difference in principle between commodities and the
money which has been transformed into capital.?® ‘The only anti-
thesis to objectified labour is unobjectified . . .labour as subjectivity.
(Or objectified labour, i.e. labour which is present in space, can also
be opposed, as past labour, to labour which is present in time.)’ How-
ever, as such it can ‘be present only as the living subject, in which it
exists as capacity, as possibility ; hence as worker’.?¢ Thustheonly use-
value which ‘can constitute an opposition and a complement to money
as capital, is labour’ as a use-value ‘from which exchange-value itself
develops, is produced and increased’. And the ‘only exchange by
which money can become capital is when its owner enters into ex-
change with the owner of the living capacity to work? ie. the
worker’.28 In this sense living labour can be characterised as the use-
value of capital — as the ‘real not-capital’ which confronts capital as
such.??

It can be seen that this is the same solution to the problem which
we have already encountered in Volume I of Capital ;*° except there
the solution is present in its finished form, with the intermediary
stages left out, whereas here, we can observe it, as it were, in statu
nascendi. In both instances, however, the transformation of money
into capital — as Marx himself notes in one passage — ‘is developed
from the relation of independent exchange-value to use-value’®* It
would therefore be pointless to counterpose the later, ‘more realistic’
seeming version of the solution in Capital to the more ‘metaphysical’
one in the Rough Draft. Both are the product of Marx’s dialectical

26 ibid. p.g41.

26 Grundrisse, p.272 and cf. p.g42 of the German edition.

27 In the Rough Draft Marx uses throughout the expression ‘capacity to
work’ (Arbeitsvermdgen) in the place of the later expression ‘labour-power’
(Arbeitskraft).

28 Grundrisse, German edn. pp.942, 943, 944.

29 Grundrisse, p.274. ‘Labour posited as not-capital as such is: (1) not-

objectified labour, conceived negatively . . . it is not-raw-material, not-
instrument of labour, not-raw-product: labour separated from all means and
objects of labour, from its entire objectivity.’ . .. (2) but in this quality labour

is ‘the living source of value’ (for the capitalists), and thereby is ‘the general
possibility of wealth’; ‘which proves itself as such in action’. Both statements
‘are reciprocally determined and follow from the essence of labour, such as it
is presupposed by capital as its contradiction and as its contradictory being,
and such as it, in turn, presupposes capital’. (ibid. pp.295-96.) In this context
we have to confine ourselves to an — admittedly very meagre — summary of this
important, but difficult, aspect of the Rough Draft.

30 See Capital I, pp.27off (1671f).

81 Grundrisse, German edn. p.952.
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method, and should therefore be accepted or rejected by the same
token. The difference lies only in the method of presentation.

It would definitely be quite wrong to regard this solution as
merely a dialectical elaboration of concepts! It is based just as much
on an exhaustive analysis of the concrete historical conditions which
led to the formation of the capitalist mode of production. In both
Capital and the Rough Draft, the first presupposition of the capital
relation is the fact that the owner of money, the capitalist, ‘can
exchange his money for another’s ability to work, as a commodity’;
hence that ‘firstly the worker disposes as a free proprietor of his ability
to work (i.e. he relates to it as a commodity)’ and secondly, ‘that he
can no longer exchange his labour in the form of another commodity,
as objectified labour, but rather the only commodity which he has to
offer, to sell, is his living capacity to work, present in his living bodily
existence’ . . . However, the fact that the capitalist ‘finds the ability
to work as a commodity on the market, within the boundaries of cir-
culation ~ the presupposition from which we set out and which forms
the starting point of the production process of bourgeois society — is
clearly the result of a long historical development, the resumé of
numerous economic changes, and presupposes the decline of other
modes of production . . . and a particular development of the pro-
ductive powers of social labour.’*?

Marx takes this opportunity to note : “This point definitely shows
how the dialectical form of presentation is only correct when it knows
its own limits.” But these limits are determined by the actual course
of historical development. ‘The general concept of capital can be
derived from the study of simple circulation, because within the
bourgeois mode of production simple circulation itself exists only as
a presupposition of capital and presupposing it. The emergence of
its general concept does not make capital into the incarnation of an
eternal idea; it shows rather the way in which in reality and only as
a mnecessary form, it must first issue into exchange-value-positing
labour, onto production based on exchange-value.”®® Thus, what at
first sight might appear to be a mere ‘dialectic of concepts’ is in reality
only the reflection of the fact that simple commodity circulation,
which only becomes the general form which penetrates the entire
economic organism under the rule of capital, represents no more
than an ‘abstract sphere’ within this mode of production, ‘which
establishes itself as a moment, a mere form of appearance of a deeper

32 ibid. p.945. Cf. Capital 1, p.273 (169).
33 Grundrisse, German edn. pp.945-46.
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process — that of industrial capital which lies behind it, and which
both produces it and results from it’.2*

Marx stresses ‘that it is vitally important to keep this point in
mind’, that the exchange relation between the capitalist and the
wage-labourer is, at first, ‘simply a relation of money and commodity,
a relation of simple circulation’. For what takes place within circula-
tion ‘is not the exchange between money and labour, but the
exchange between money and the living capacity to work’*® How-
ever what drives this exchange beyond the limits of simple circula-
tion in the course of further development is the specific use-value of
what has been exchanged, the use-value of the capacity to work.

As we already know, in simple circulation the content of use-
value is economically irrelevant ‘and is no concern of the form of the
relation’. In the exchange between capital and labour, however, ‘the
use-value of that which is exchanged for money appears as a par-
ticular economic relation’, as an ‘essential economic moment’ of the
exchange.?® Consequently in reality, ‘there take place two processes,
which are different and opposed to each other not only formally but
also qualitatively’, namely 1. the exchange of the capacity to work
for wages (an act which belongs to simple circulation) and 2. the use
of the capacity to work by the capitalists. ‘Since the capacity to work
exists in the life of the subject himself and is only manifested as his
life expression . . . the appropriation of the title to its use during the
act of its use naturally puts buyer and seller in a different relation
from that which prevails in the case of objectified labour, which is
present as an object external to the producer.”*” For this reason, ‘the
difference between the second act and the first — note that the par-
ticular process of the appropriation of labour by capital is the second
act — is exactly the difference between the exchange of capital and
labour, and exchange between commodities as it is mediated by
money. In the exchange between capital and labour, the first act is
an exchange, falls entirely within circulation; the second is a process
qualitatively different from exchange, and only by misuse could it
have been called any sort of exchange at all. It stands directly

34 1bid. pp.922-23.

36 1bid. p.946.

368 Grundrisse, p.274.

37 “This’, adds Marx, ‘does not impinge upon the exchange relation . . .
As use-value, the capacity to work is only realised in the activity of labour
itself, but in the same way [as the use-value of a bottle of wine] is only realised
in drinking the wine. Labour itself falls as little into the process of simple
circulation as drinking.’ (Grundrisse, German edn. p.946.)
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opposite the exchange’ of commodities; it is an ‘essentially different
category’.®

In the course of the transformation from C-M-C to M-C-M
money has become capital. “The immortality which money strove for,
in positing itself negatively against circulation, in withdrawing from
it, is attained by capital, in that it is preserved precisely by being
abandoned to circulation. Capital, as the exchange-value which pre-
supposes circulation, is in turn presupposed by it, and preserves itself
in it, alternately takes on both the aspects which are contained in
simple circulation’, namely C and M, ‘and indeed, not in the manner
characteristic of simple circulation, where one form passes over into
the other, but rather in this way : in each of its aspects it is simul-
taneously the relation to its contrary aspect’.?® ‘ Just as simple circula-
tion itself, money and commodity as such exist for capital as only
particular abstract moments of its existence, in which it just as often
appears, passes over from one moment into the other, as it dis-
appears.’ Thus, ‘in capital money has lost its fixedness and from a
tangible thing it has become a process’.*® Hand in hand with this a
profound change occurs in the mode of production as a whole:
whereas previously, at the stage of simple commodity circulation,
value-creating production was only of significance to the extent that
the commodities which entered circulation were embodiments of
social labour-time, and therefore, as such, had to be values, ‘now
circulation itself returns back into the activity which posits or pro-
duces exchange-value . . . as into its ground’ (and at the same time
‘as its result’).** And whereas previously all that was required for

38 Grundrisse, p.275.

39 Grundrisse, German edn. p.938: ‘Capital posits the permanence of
value . . . by incarnating itself in fleeting commodities and taking on their
form, but at the same time changing them just as constantly; alternates
between its eternal form in money and its passing form in commodities; per-
manence is posited as the only thing it can be, a passing passage — process —
life. But capital obtains this ability only by constantly sucking in living labour

_.as its soul, vampire-like’ (Grundrisse, p.646.) Cf. Capital I, p.342 (234):
{ ‘Capital is dead labour which, vampire-like, lives only by sucking living
" labour, and lives the more, the more labour it sucks.’)

40 Grundrisse, German edn. p.937.

41 Grundrisse, p.255. At first sight this seems to be a question of a purely
Hegelian construction, since the ‘return to the foundation’, is one of the most
fundamental features of the Hegelian dialectic. (See note 107 on p.38 above.)

However, one can see from the following passage from the Rough Draft
how realistically Marx conceived of this ‘return’: ‘Thus circulation [i.e.
simple commodity circulation] presupposed a production which was only
acquainted with exchange-value in the form of surplus, excess; but it returned
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circulation was a form of production which only ‘created exchange-
value as a surplus’, the production of value now becomes the decisive
social form which rules the entire system of production. A historical
process, which is theoretically expressed in the category ‘money as
capital’.

to a production which took place only with a relation to circulation, to a pro-
duction which posited exchange-value as its immediate object (Objekt). This
is an example of the historical return of simple circulation to capital, to
exchange-value as the form governing production.’ (Grundrisse, German edn.
p.922.)
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Exchange between Capital and Labour-Power

)

In the previous chapter we pointed to two different processes in
the exchange between capital and labour. For the worker this
exchange simply represents the sale of his labour-power for a par-
ticular sum of money, for wages; what the capitalist gains by means
of this exchange is labour itself, ‘the productive power which capital
obtains and multiplies’ which does not arise from the value of the
commodity which capital purchases, but from its use-value{ The

srworker’s exchange is an act of simple commodity circulation in which

-“his commodity (labour-power) passes through the circulation form

C-M-C; whereas capital represents the moment opposed to this, the
form M-C-M> Finally, for the worker the matter is one of an
exchange of equivalents (labour-power for the price of labour),
whilst on the other hand one can only speak of an apparent exchange
(or a ‘non-exchange’) on the side of capital since, through that
exchange, the capitalist ‘has to obtain more value than he has given’.

We want to start by looking at the first of these processes, the
exchange between capital and labour-power.

As in any exchange, the worker appears here as the owner of
his commodity, labour-power, which does not however exist as a
thing external to him, but as part of his living body. It is therefore
evident that he can only hand over the disposition over his capacity
to work to the owner of money, to the capitalist, if this disposition ‘is
restricted to a specific labour and is restricted in time (so much
labour-time)’.?

It follows from this that the worker ‘can always begin the
exchange anew as soon as he has taken in the quantity of substances
required in order to reproduce the externalisation of his life’; and
that labour constitutes ‘a constant new source of exchange with

1 Grundrisse, p.282. We read in Capital, that if the worker were to sell
his labour-power, ‘in a lump, once and for all, he would be selling himself,
converting himself from a free man into a slave, from an owner of a com-
modity into a commodity’. (Capital I, p.271 (168).)
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capital for the worker as long as he is capable of working’. The
periodic recurrence of the act of exchange is merely the expression
of the fact that the worker ‘is not a perpetuum mobile’, and must
first sleep and eat his fill ‘before he is capable of repeating his labour
and his exchange with capital’? Besides this, the repetition is only
apparent. ‘What he exchanges with capital is his entire labouring
capacity, which he spends, say, in 20 years. Instead of paying for it
in a lump sum, capital pays him in small doses’, which naturally
changes nothing in the basic nature of the relation.?

However, the fact that the worker is the owner of his labour-
power and only grants temporary disposal over it to capital in
exchange is of decisive importance, since it counts as one of those
features of the relation of wage-labour which raise it historically
above earlier modes of exploitation. For example, in the slave-relation
the actual direct producer ‘belongs to the individual particular owner
and is his labouring machine. As a totality of force-expenditure as
labour capacity, he is a thing belonging to another, and does not
relate as subject to his particular expenditure of force, nor to the act
of living labour.’ In the serf-relation ‘he [cthedirect producer] appears
as a moment of property in land itself, is an appendage of the soil,
exactly like draught-cattle’. By contrast the wage-labourer ‘belongs
to himself and has disposition over the expenditure of his forces
through exchange’. What he sells ‘is always nothing more than a
specific, particular measure of force-expenditure; labour capacity as
a totality is greater than every particular expenditure’.* (Which
means, in fact, that the worker is recognised as a person, as a human
being, ‘who is something for himself apart from his labour and who
alienates his life-expression only as a means towards his own life’.?)
In addition, the wage-labourer sells his expenditure of force ‘to a par-
ticular capitalist, whom he confronts as an independent individual.
It is clear that this is not his relation to the existence of capital as
capital, i.e. to the capitalist class.® Nevertheless in this way, as far as

2 Marx says further: ‘Instead of aiming their amazement in this direc-
tion — and considering the worker to owe a debt to capital for the fact that he
is alive at all, and can repeat certain life processes every day . . . these white-
washing sycophants of bourgeois economics should rather have fixed their
attention on the fact that, after constantly repeated labour, he always has only
his living direct labour itself to exchange.’ (Grundrisse, pp.293-94.)

3ibid. p.294.

4 ibid. pp.464-65.

5ibid. p.289.

8 Cf. Capital I, p.719 (573): ‘From the standpoint of society, then, the
working class . . . is just as much an appendage of capital as the lifeless
instruments of labour are ... The Roman slave was held by chains; the wage-
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the individual real person is concerned, there is a wide field of choice,
of arbitrary will, and hence of formal freedom’” which the producers
of other class societies lacked and without which the worker’s struggle
for liberation would be simply inconceivable.

Thus, the labour-power of the worker appears to him ‘as his
property, as one of his moments, over which he, as subject, exercises
domination, and which he maintains by expending it’. In this situa-
tion he acts simply as a commodity owner, and it is clear ‘that the
use which the buyer makes of the purchased commodity is as irrele-
vant to the specific form of the relation here as it is with any other
commodity . . . Even if the capitalist were to content himself merely
with the capacity of disposing, without actually making the worker
work, e.g. in order to have his labour as a reserve, or to deprive his
competitor of this capacity of disposing® . . . [nevertheless] the
exchange would still have taken place in full’

Admittedly the piecework system ‘introduces the semblance that
the worker obtains a specified share of the product. But this is only
another form of measuring time® (instead of saying, you will work
for 12 hours, it is said, you get so much per piece; i.e. we measure
the time you have worked by the number of products)’, and this form
in no way alters the fact that the worker simply receives an equiva-
lent to his labour-power from the capitalist, in accordance with the
law of commodity exchange.'®

With regard to the amount of this equivalent, to the value of
labour-power, is clear that it cannot be determined ‘by the manner
in which its buyer uses it, but only by the amount of objectified
labour contained in it’.* (“The use-value of a thing does not concern
its seller as such, but only its buyer. The property of saltpetre, that
it can be used to make gunpowder, does not determine the price of
saltpetre; this price is determined rather by the cost of production
of saltpetre . . ."*? Similarly labour-power ‘has a use-value for the
worker himself only insofar as it is exchange-value, not insofar as it

labourer is bound to his owner by invisible threads. The appearance of in-
dependence is maintained by a constant change in the person of the individual
employer, and by the legal fiction of a contract.’

7 Grundrisse, p.464.

8 Marx uses the example of theatre directors, who ‘buy singers for a
season not in order to have them sing, but so that they do not sing in a com-
petitor’s theatre’.

9 Cf. Note 12 on p.6o above.

10 Grundrisse, p.282.

11 ibid. pp.282, 466.

12 {bid. p.306.
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produces exchange-values’.'> However, this exchange-value is
determined by the cost of production of labour-power, i.e. of the
worker himself. The commodity which he offers ‘exists only as an
ability, a capacity of his bodily existence’ : accordingly the value of
his labour-power is measured by the quantity of labour which is
necessary to maintain the life of the worker and reproduce him as
a worker. This, ‘in general terms . . . is the measure of the amount of
value, the sum of money which he obtains in exchange’.*

Like every exchange of commodities, the exchange between
labour-power and capital is mediated by money. ‘Because the worker
receives the equivalent in the form of money, the form of general
wealth, he is in this exchange an equal vis-a-vis the capitalist, like
every other party in exchange.’ Of course, this equality is ‘only a
semblance and a deceptive semblance’, and it is rendered null and
void in reality by the fact that capital appropriates a part of the
worker’s labour-time ‘without exchange by means of the form of
exchange’, hence that the worker stands ‘in another economically
determinate relation’ to the capitalist ‘than that of exchange’ . . .
‘This semblance exists, nevertheless, as an illusion on his part and to
a certain degree on the other side, and thus essentially modifies his
relation by comparison to that of workers in other social modes of
production.’®

But not only that! Since the worker exchanges his labour-power
for money, ‘for the general form of wealth, he becomes a co-partici-
pant in general wealth up to the limit of his equivalent — a quantita-
tive limit which, of course, turns into a qualitative one, as in every
exchange’. Although it is true that this limit is as a rule very nar-
rowly defined, on the other hand the worker is ‘neither bound to a
particular manner of satisfaction [of his needs]. . . nor to particular
objects.’® The extent of his consumption is not qualitatively, but
rather quantitatively restricted!”.” This also serves to ‘distinguish him
from slaves, serfs etc’.'®

13 1bid. p.307.

144bid. pp.282-83.

15 bid. pp.284, 465, 674.

18 And Marx adds that it is precisely by these means that it becomes pos-
sible for the worker to participate ‘in the higher, even cultural satisfactions,
agitation for his own interests, newspaper subscriptions, attending lectures,
educating his children, developing his tastes etc . . . his only share of civilisation
which distinguishes him from the slave’. (ibid. p.287.)

17 In the original: ‘ausgeschlossen’.

18 ibid. p.283. Marx adds that the fact that the circle of satisfactions is
only quantitatively limited gives the modern workers, ‘also as consumers an
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(The exchange between labour-power and capital also falls into
the realm of simple commodity circulation because for the worker
it is the satisfaction of his immediate needs, rather than value a5
such, which constitutes the aim of exchange. ‘He does obtain money,
it is the satisfaction of his immediate needs, rather than value as
transient mediation. What he obtains from the exchange is therefore
not exchange-value, not wealth, but a means of subsistence, objects
for the preservation of his life, the satisfaction of his needs in general,
physical, social etc.’'® However, we have seen in our study of the
circuit C-M-C that money can be withdrawn from circulation and
become a hoard. In this sense the worker might then be theoretically
in the position to save a part of the money which has come into his
possession, keep it in the general form of wealth, and consequently
‘enrich’ himself. However, this is only possible ‘through his sacrificing
substantial satisfaction to obtain the form of wealth — i.e. through
self-denial, saving, cutting corners in his consumption so as to with-
draw less from circulation than he puts goods into it’. Or also by
‘denying himself more and more rest’ and ‘more frequently renewing
the act of exchanging’ his labour-power, ‘or extending it quantita-
tively, hence through industrioumex:’.h)

Marx sarcastically comments, that it is in fact the workers
who, in the present socCiety, are treated to sermons on ‘indust-
riousness’; the demand is raised ‘that he for whom the object of
exchange is subsistence should deny himself, not he for whom it is
wealth . . .’# Still, no economist will deny that if the workers gener-
ally, that is, as workers (what the individual worker does or can do,
as distinct from his genus, can only exist just as exception, not as rule,
because it is not inherent in the character of the relation itself), that
is if they acted according to this demand as a rule’ they would — apart
from the enormous losses to general consumption — ‘be employing
means which absolutely contradict their purpose . . . If all or the
majority are too industrious (to the degree that industriousness in
modern industry is in fact left to their own personal choice, which is

entirely different importance . . . from that.which they possessed e.g. in
antiquity or in the Middle Ages, or now possess in Asia’. (ibid.)

19 ibid. p.284. (As the reader can see, it never occurred to Marx to limit
the value of labour-power to the physical ‘minimum of existence’!)

20 ibid. p.284. (In the following sentence Marx says: ‘The illusion that
the capitalists in fact practised “self-denial”® ~ and became capitalists thereby —
a demand and a notion which only made sense at all in the early period when
capital was emerging from feudal etc. relations — has been abandoned by all
modern economists of sound judgement.’ The author of Cagpital was certainly
too optimistic in this respect.)
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not the case in the most important and most developed branches of
production), then they increase not the value of their commodity, but
only its quantity .. . [and]a general reduction of wageswillbring them
back to earth again.’?* Consequently, the best that the workers can
achieve through saving is a more expedient distribution of their
expenditure, so that ‘in their old age, or in the case of illness, crises
etc. they do not become a burden on the poor-houses, the state, or on
the proceeds of begging . . . and on the capitalists, vegetating out of
the latter’s pockets’. And this is also ‘what the capitalists actually
demand. The workers should save enough at the times when business
is good to be able more or less to live in the bad times, to endure short-
time or the lowering of wages etc.’ They should make it easier for
capital to overcome crises, and on the other hand ensure that ‘the
capitalists can extract high interest rates out of their savings, or the
state eat them up . .. that is, save in every way for capital and not for
himself’ !*2

The fact that the average worker cannot enrich himself by
saving, cannot lift himself out of his class position, is simply the result
of the fact that ‘he finds himself in a relation of simple circulation’ in
his exchange with capital, and thus as equivalent for his labour-
power ‘obtains not wealth, but only subsistence, use-values for
immediate consumption . . . If the point of departure in circulation
is the commodity, use-value as the principle of exchange, then we

21 1bid. pp.285-86.

22 ibid. p.287. Incidentally, adds Marx, ‘each capitalist does demand
that his workers save, but only his own, because they stand toward him as
workers; but by no means the remaining world of workers, for these stand
toward him as consumers. In spite of all “pious” speeches he therefore searches
for means to spur them on to consumption, to give his wares new charms, to
inspire them with new needs by constant chatter etc. It is precisely this side of
the relation of capital and labour which is an essential civilising moment, and
on which the historic justification, but also the contemporary power of capital
rests.’ (ibid. p.287.) ’

Cf. Marx’s essay Wages (1847): ‘The purpose — at least in the strict
economic sense, of savings banks is supposed to be that the workers, by their
own foresight and intelligence, balance out the good periods of work with the
bad; i.e. distribute their wages in the cycle which the movement of industry
makes, so that they actually do not spend more than the minimum of wages
indispensable to life. But we have seen that not only do the fluctuations in
wages revolutionise the workers, but that without their momentary increase
above the minimum they would remain excluded from all progress in produc-
tion, public wealth, civilisation, i.e. the possibility of emancipation. He is
supposed to turn himself into a bourgeois calculating machine, to systematise

niggardliness, and give meanness a stationary, conservative character.” (Col-
lected Works, Vol. 6, p.426.)
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necessarily arrive back at the commodity’, which ‘after having des-
cribed its circle is consumed as the direct object of need’. In this
process money simply has the role of the means of exchange, ‘vanish-
ing mediation’.?® However, if the money saved by the worker ‘does
not remain merely the product of circulation’, then sooner or later
‘it would itself have to become capital ie. buy labour’. The con-
sequence of this would be ‘the establishment at another point of the
contradiction it is supposed to overcome’. Therefore if the product
of exchange from the workers’ side were not ‘use-value, subsistence,
satisfaction of direct needs . . . then labour would confront capital
not as labour, not as not-capital, but as capital. But capital, too, can-
not confront capital if capital does not confront labour, since capital
is only capital as not-labour; in this contradictory relation. Thus the
concept and the relation of capital itself would be destroyed.’®*

In simple commodity exchange the seller has no rights whatso-
ever to the fruits of the commodity which he has put up for sale;
this applies also to the wage-labourer, who, for the price of his ability
to work, ‘surrenders his creative power, like Esau his birthright for
a mess of pottage’. His exchange with capital is, for him, the same as
‘the renunciation of all fruits of labour’® (as Cherbuliez, the follower
of Sismondi, expressed it). What ‘appears paradoxical as result is
already contained in this presupposition’. Since in the capitalist mode
of production the worker only disposes of his ability to work, which
coincides with his own personal existence, whereas on the other hand
all the means for the objectification of his labour belong to capital,
the benefits of his productive power can accrue only to capital, and
not to him. “The worker therefore sells labour as a simple, predeterm-
ined exchange-value, determined by a previous process — he sells
labour itself as objectified labour . . . capital buys it as living labour,
as the general productive force of wealth; activity which increases
wealth. It is clear therefore that the worker cannot become rich in
this exchange. Rather he necessarily impoverishes himself . . . because
the creative power of his labour establishes itself as the power of
capital, as an alien power confronting him. He divests himself of
labour as the force productive of wealth; capital appropriates it as
such.’?® “The separation between labour and property in the product

23 Grundrisse, pp-289, 295.

24 4bid. p.288.

25 ibid. p.308.

26 Marx notes elsewhere that even the bourgeois economists admit this,
in that they do not regard the wage, the ‘Salér’, as productive. ‘For them of
course, to be productive means to be productive of wealth. Now, since wages
are the product of the exchange between worker and capital ~ and the only
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of labour, between labour and wealth, is thus posited in this act of
exchange itself.’?”

The last point Marx goes into in his representation of the
exchange between labour-power and capital is that of the abstract
character of the labour which confronts capital. ‘Since capital as
such is indifferent to every particularity of its substance . . .’ the
labour which confronts it is also ‘absolutely indifferent to its par-
ticular specificity, but capable of all specificities . . . That is to say
that labour is of course in each single instance a specific labour, but
capital can come into relation with every specific labour; potentially
it confronts the totality of all labours, and the particular one it con-
fronts at a given time is an accidental matter.” Correspondingly the
worker, too, ‘is absolutely indifferent to the specificity of his labour;
it has no interest for him as such, but only in as much as it is in fact
labour; and as such a use-value for capital. It is therefore his econ-
omic character that he is the carrier of labour as such — ie. of labour
as use-value for capital; he is a worker, in opposition to the capital-
ist” It is precisely this which distinguishes him from ‘craftsmen and
guild-members etc. whose economic character lies precisely in the
specificity of their labour and in their relation to a specific master’.*®
The wage relation ‘therefore develops more purely and adequately
in proportion as labour loses all the characteristics of art; as its par-
ticular skill becomes something more and more abstract and irrele-
vant and as it becomes more and more a purely abstract activity, a
purely mechanical activity, hence indifferent to its particular
form . . . Here it can be seen once again’, Marx concludes, ‘that the

product posited in this act itself — they therefore admit that the worker pro-
duces no wealth in this exchange, neither for the capitalist, because for the
latter the payment of money for a use-value — and this payment forms the
only function of capital in this relation — is a sacrifice of wealth, not creation
of the same, which is why he tries to pay the smallest amount possible; nor
for the worker, because it brings him only subsistence, the satisfaction of in-
dividual needs, more or less — never the general form of wealth, never wealth.
Nor can it do so, since the content of the commodity which he sells rises in no
way above the general laws of circulation: [his aim] is to obtain for the value
which he throws into circulation its equivalent, through the coin, in another
use-value, which he consumes. Such an operation, of course, can never bring
wealth, but has to bring back him who undertakes it exactly to the point at
which he began.’ (ibid. p.294.)

27¢bid. p.307.

28 ‘In guild and craft labour, where capital itself still has a limited form,
and is still entirely immersed in a particular substance, hence is not yet capital
as such, labour, too, appears as still immersed in its particular specificity, not
in the totality and abstraction of labour as such in which it confronts capital.’
(tbid. p.2g6.)
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particular specificity of the relation of production, of the category —
here capital and labour — becomes real only with the development of
a particular material mode of production and of a particular stage
in the development of the industrial productive forces’ i.e. of capital-
ism.?®

So much then on the first aspect of the process which takes place
between capital and labour; the exchange of labour-power which
belongs in the realm of simple commodity circulation. ‘The trans-
formation of labour (as living, purposive activity) into capital is, in
itself, the result of the exchange between capital and labour, insofar
as it gives the capitalist the title of ownership of the product of
labour.” However, this transformation only becomes real ‘through
the consumption of labour, which initially falls outside this exchange
and is independent of it’, hence only in the capitalist production
process.®® Therefore this must now be described.

29 ibid. pp.296-97.
30¢bid. p.308.



13.

Labour Process and Valorisation Process

We can be quite brief here; firstly because the analysis of the
labour process and the valorisation process appears in a more com-
plete and illuminating form in Capital than in the Rough Draft; and
secondly, because the Rough Draft contains fewer ideas on this
subject which offer anything new in comparison to the later work; or
which might serve to complement it (and this is what is decisive as
far as this work is concerned). The distinction lies chiefly in the man-
ner of presentation; this seems important enough, however, to justify
a separate treatment of_the relevant section of the Rough Draft.

We have seen thatﬁiving labour, in its immediate existence, sep-
arated from capital in the bodily shape of the worker, is only poten-
tially a source of value : ‘it is made into a real activity only through
contact with capital’ (it cannot do this by itself, Marx adds, because
it lacks an object); ‘then it becomes a really value-positing productive
activity’.yThe first phase of the process is now concluded ‘insofar as
weare dealing with the process of exchange as such’; equivalents have
been exchanged, and the capitalist is now in possession of the labour-
power which must go on to prove itself as formative of capital, as the
productive power of wealth, by means of its activity, labour. The
further process must therefore comprise the consumption of labour,
‘the relation of capital to labour as capital’s use-value’.?

In the final product of the exchange between capitalist and
worker, capital was able to incorporate living labour into itself; it
became one moment of capital — alongside its material moments
which exist in the form of means of production and simply embody
objectified labour. In order to maintain and expand itself, capital
as objectified labour now has to enter into a process with non-objecti-
fied labour : ‘On the one side the objectivity in which it exists has to
be worked on, i.e. consumed by labour; on the other side the mere
subjectivity of labour . . . has to be suspended and labour has to be

1See Grundrisse, pp.297-318, 321-26.
2 ibid. p.298.
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objectified in the material of capital.” This can only occur in the
production process by means of the subjection of the objectified
element of capital, as passive material, to the forming activity of
labour. For this reason: ‘the relation of capital in its content, to
labour - of objectified to living labour — can, in general, be nothing
more than the relation of labour to its objectivity, its material.” How-
ever, as mere material of labour the substance of capital can only
appear in two qualities; that of raw material ‘i.e. of the formless
matter, the mere material for the form-positing, purposive activity
of labour’; and that of the instrument of labour, ‘the objective means
which subjective activity inserts between itself as an object, as its
conductor’.? By consuming the raw material and the instruments of
labour, labour ‘changes its own form’ and ‘undergoes a transforma-
tion, from the form of unrest into that of -being, from the form of
motion into that of objectivity’.* The outcome of the process is the
 product, in which the elements of capital consumed in production
(raw material, instrument, labour) reappear as in a neutral result.®
The entire process can therefore be designated as productive con-
sumption, that is, consumption which ‘is not simply consumption of
the material’, but rather ‘consumes the given form of the object in
order to posit it in a new objective form. . . It consumes the objective
character of the object - the indifference towards the form — and
the subjective character of the activity; forms the one, materialises
the other. But as product, the result of the production process is use-
value.’®
Note that the analysis up until now has been confined to the
material aspect of the production process. However, this material
aspect not only seems to conceal the specific movement of capital but
also the quality of value. ‘Cotton which becomes cotton yarn, or
cotton yarn which becomes cloth, or cloth which becomes the
material for printing and dyeing, exist for labour only as available
cotton, yarn, cloth. As products of labour . . . they themselves do not
enter any process but rather [operate] as material existences with
certain natural properties. How these were posited in them makes no
difference to the relation of living labour towards them; they exist
for it only insofar as they exist as distinct from it, i.e. as material for

3 ibid. p.298-99.

4 Capital 1, p.296 (189).

5 In the sense that the distinction between the subjective and objective
factors of the production process disappears in the product.

8 Grundrisse, p.301.
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labour.”” This means, therefore : ‘To the extent that we have exam-
ined the process so far, capital in its being-for-itself — i.e. the capital-
ist® — does not enter at all. It is not the capitalist who is consumed by
labour as raw material and instrument of labour. And it is not the
capitalist who does this consuming, but rather labour.” The produc-
tion process ‘does not appear as the production process of capital,
but as the production process in general’ (as it is equally ‘characteris-
tic of all forms of production’) ‘and capital’s distinction from labour
appears only in the material character of raw material and instru-
ment of labour’ in which ‘all relation . . . to labour itself as the use-
value of capital . . . is extinguished’. (Marx adds : ‘Itis this aspect. . .
on which the economists seize in order to represent capital as a neces-
sary element of every production process. Of course, they do this only
by forgetting to pay attention to its conduct as capital during this
process.’)®

We read further on in the text: ‘Nothing can emerge at the
end of the process which did not appear as a presupposition and
precondition at the beginning. But on the other hand, everything
also has to come out.” Thus, if the analysis up until now has not led
any further than to the concept of the simple production process
‘posited in no particular economic form’, then this must be due to
the fact that it was confined to the material aspect of the process,
without this being conceived of as the process of the preservation and
multiplication of values, i.e. according to its particular form. Seen
as such, this process is the process of the self-preservation of capital.*

‘Capital as form [i.e. looked at as a social relation] consists not of
objects of labour and labour, but rather of values, and still more
precisely of prices.” The fact that the constituent parts of capital
undergo material changes in the course of the labour process, that
‘out of the form of unrest — of the process ~ they again condense
themselves into a resting, objective form, in the product . . . does not
affect their character as values . . . Earlier, they appeared as elemen-
tal, indifferent preconditions of the product. Now they are the
product. The value of the product can therefore only = the sum of

7 ibid. p.3o2. Cf. Capital 1, p.28g (182): ‘It is by their imperfections
that the means of production in any process bring to our attention their
character of being the products of past labour. A knife which fails to cut, a
piece of thread which keeps on snapping, forcibly remind us of Mr. A, the
cutler, or Mr. B, the spinner. In a successful product, the role played by past
labour in mediating its useful properties has been extinguished.’

8 See p.210 below.

9 Grundrisse, p.303.

10 jbid. p.304.
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the values which were materialised in the specific material elements
of the process ... The value of the product is equal to the value of the
raw material plus the value of the part of the instrument of labour
which has been destroyed . . . plus the value of labour.’** (Or, the price
of the product is equal to the cost of its production.’?)

Looked at in this way, the value of capital would not have
changed at all and would have merely assumed another physical
shape. The material transformation is of course an absolute necessity,
since without it the self-preservation of capital would not be possible.
However, the fact that the material process of production proceeds
to an end-product ‘is already contained in the first precondition,
that capital really becomes use-value’, is the presupposition of the
capitalist mode of production. ‘The statement that the necessary
price [value] = the sum of the prices of the costs of production, is
therefore purely analytical.” It simply states that the original value
of the capital decoraposes in the production process into particular
quantitative elements (value of labour-power, value of raw material,
value of the instruments of labour), in order to reappear in the pro-
duct as the simple sum of values. ‘But the sum is equal to the original
unity . . . If capital was originally equal to 100 thalers, then after-
wards, as before, it remains equal to 100 thalers, although the 100
thalers existed in the production price'® as 50 thalers of cotton, 40
thalers of wages -+ 10 thalers of spinning machines, and now exist
as cotton yarn to the price of 100 thalers. This reproduction of the
100 thalers is a simple retention of self-equivalence, except that it is
mediated through the material production process.’** The only move-
ment which takes place here with value is ‘that it sometimes appears
as a whole, unity; then as a division of this same unity into different
amounts; finally appears as a sum.” (One could ‘just as well have
regarded the original 100 thalers as a sum of 50+40-+10 thalers,
but equally as a sum of 60+30-+10 thalers etc.” The value of the
whole would not have changed in the slightest.) “The character of
being a sum, of being added up, arose only out of the subdivision
which took place in the act of production; but does not exist in the
product as such. The statement thus says nothing more than that the
price of the product = the price of the costs of production, or that
the value of capital = the value of the product, that the value of

11 Even in the Rough Draft the expression ‘value of labour’ is often used
instead of the value of the capacity to work.

12 jbid. p.313.

13 What is understood by ‘production price’ here is the same thing which
Marx later characterised as ‘cost price’, in Volume III of Capital.

1¢ Grundrisse, pp.313-14.
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the capital has preserved itself in the act of production ... With this
mere identity of capital, or reproduction of its value throughout the
production process, we would have come no further than we were
at the beginning.’*®

Marx adds: ‘It is clear that it is not in fact this to which the
economists refer when they speak of the determination of price by
the cost of production. Otherwise a value greater than that origin-
ally ‘present could never be created (no greater exchange-value,
although perhaps a greater use-value)’ which would contradict the
concept of capital itself.?® Capital ‘would not remain outside circula-:
tion, but would rather take on the form of different commodities;
however it would do so for nothing; this would be a purposeless *
process, since it would ultimately represent only the same sum of
money, and would have run the risk of suffering some damage in the
act of production.” As a consequence the participation of the capi-
talist in the production process would be confined to advancing the
worker his wages, ‘paying him the price of the product in advance of /
its realisation’. He would have given him credit ‘and free of charge
at that, pour le roi de Prusse’.

However : “The capitalist has to eat and drink too; he cannot
live from this change in the form of money.” He has no option but to
continually employ a part of the original capital for his own personal
requirements, and eventually his capital will have disappeared.’” On

15 ibid. p.315. In fact, ‘in addition to the simple division and re-addition,
the production process also adds the formal element to value . . . that its
elements now appear as production costs, i.e. precisely that the elements of the
production process are not preserved in their material character, but rather as
values . ..’ (ibid. p.316.)

16 jbid. p.315.

17 ‘But’, say the apologetic economists, ‘the capitalist is paid for the
labour of throwing the 100 thalers into the production process as capital,
instead of eating them up. But with what is he to be paid? And does not his
labour appear as absolutely useless, since capital includes the wage; so that
the workers could live from the simple reproduction of the cost of production,
which the capitalist cannot do? He would thus appear among the faux frais
de production. But, whatever his merits may be, reproduction would be pos-
sible without him, since, in the production process, the workers only transfer
the value which they take out, hence have no need for the entire relation of
capital in order to begin it always anew; and secondly, there would then be no
fund out of which to pay him what he deserves, since the price of the com-
modity = the cost of production. But, if his labour were defined as a parti-
cular labour alongside and apart from that of the workers, e.g. as the labour
of superintendence etc., then he would, like them, receive a certain wage,
would thus fall into the same category as they, and would by no means relate

H



208 « The Making of Marx’s ‘Capital’

the other hand, ‘it is equally clear . . . that capital, even as convep.
tionally defined, would not retain its value if it could retain‘nothing
but its value. The risks of production have to be compensated. Capita]
has to preserve itself through the fluctuations of prices. The con-
stantly ongoing devaluation of capital, resulting from the increase in
the force of production, has to be compensated etc. The economists
therefore state flatly that if no gain, no profit were to be made,
everybody would eat up his money instead of throwing it into pro-
duction and employing it as capital. In short, if this not-realisation
i.e. not-multiplication of the value of capital, is presupposed, then
what is presupposed is that capital is not a real element of production,
that it is not a specific relation of production; then a condition is pre-
supposed in which the production costs do not have the form of
capital and where capital is not posited as the condition of produc-
tion.’*#

Consequently, what political economists understand by ‘pro-
duction costs’ is in fact something quite different. They calculate

thus : ‘Original capital = 100 (e.g. raw material = 50; labour =
40; instruments = 10)+5% interest+5% profit. Thus the produc-
tion cost = 110, not 100 : the production cost is thus greater than

the cost of production.’*® However, this creates a new difficulty : how
can this 109, addition to the costs of production be explained ? Using
arguments which we already know from Capital,*® Marx demons-
trates that surplus-value — which is ‘generally value beyond the
equivalent’ — can be derived neither from the higher use-value of the
product,® nor from the commercial transaction (‘profit upon aliena~

to labour as a capitalist; and he would never get rich, but receive merely an
exchange-value which he would have to consume via circulation. The existence
of capital vis-d-vis labour requires that capital in its being-for-itself, the
capitalist, should exist and be able to live as not-worker.” (ibid. p.317.)

18 1hid. pp.316-17.

19 ibid. p.315. Cf. Theories 111, pp.79ft.

20 See Capital 1, pp.261-67 (161-66).

21 Marx notes at this juncture that, ‘in order to construct a legitimation,
an apology for capital’, the economists explain it, ‘with the aid of the very
process which makes its existence impossible. In order to demonstrate it, they
demonstrate it away. You pay me for my labour, you exchange it for its
product and deduct from my pay the value of the raw material and instrument
which you have furnished. That means we are paréners who bring different
elements into the process of production and exchange according to their
values. Thus the product is transformed into money, and the money is divided
in such a way that you, the capitalist, obtain the price of your raw material
and your instrument, while I, the worker, obtain the price which my labour
added to them. The benefit for you is that you now possess raw material and
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tion’??), and that any attempted explanation along these lines will
lead nowhere.

It states in the Rough Draft: ‘It is easy to understand how
labour can increase use-value; the difficulty is, how it can create
exchange-values greater than those with which it began.’?® Otherwise
‘the statement that the price = the cost of production . . . would have
to read; the price of a commodity is always greater than its cost of

roduction.’2*

What follows is the solution which we already know, in which
surplus-value originates from_the differencebetween the _labour
materialised -in the. wage and the living labour performed by the
worker. That is to say : ‘If one day’s work were necessary in order to
keep one worker alive for one day, then capital would not exist,
because the working day would then exchange for its own
product, so that capital could not valorise itself and hence could not
maintain itself as capital . . . If capital [ie. the capitalist] also had
to work in order to live, then it would maintain itself not as capital
but as labour. Property in raw materials and instruments of labour
would be purely nominal; economically they would belong to the
worker as much as to the capitalist, since they would create value for
the capitalist only insofar as he himself were a worker. He would
relate to them therefore not as capital, but as simple material and
means of labour, like the worker himself does in the production
process. If ; however, only half a working day is necessary in order to
keep one worker alive one whole day, then the surplus-value of the
product is self-evident, because the capitalist has paid the price of
only half a working day but has obtained a whole day objectified in
the product; thus has exchanged nothing for the second half of the
working day . .. No matter that for the worker the exchange between
capital and labour ... is a simple exchange; as far as the capitalist is
concerned it must be a not-exchange. He [the capitalist] has to obtain
more value than he gives. Looked at from the capitalists’ side, the
exchange must be only apparent; i.e. belong to an economic category
other than exchange, or capital as capital and labour as labour in
opposition to it would be impossible . . . The only thing which can

instrument in a form in which they are capable of being consumed (circulated);
for me, that my labour has realised itself. Of course, you would soon be in the
situation of having eaten up all your capital in the form of money, whereas I,
as worker, would enter into the possession of both.’ (Grundrisse, p.322.)

22 ibid. p.315.

28 ibid. pp.317-18.

24 ibid. p.316.
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make him into a-capitalist-is.not exchanged, but rather a process
~ through which he obtains objectified labour-time i.e. value, without
exchange.’#

""We should draw attention here to one moment, which as Marx
repeatedly stressed ‘is posited itself in the economic relation’, i.e. in
the capital-relation. Thisis : ‘In the first act, in the exchange between
capital and labour, labour as such, existing for itself,*® necessarily
appeared as the worker. Similarly here in the second process . . .
capital in its being-for-itself is the capitalist. Of course, the social-
ists’ (from whom Marx wants to distinguish himself as a scientific
communist) ‘sometimes say, we need capital, but not the capitalist.
Then capital appears as a pure thing, not as a relation of production
which, reflected in itself, is precisely the capitalist. I may well separ-
ate capital from a given individual capitalist, and it can be trans-
ferred to another. But in losing capital he loses the quality of being
a capitalist. Thus capital is indeed separable from an individual
capitalist, but not from the capitalist who as such confronts the
worker. (Thus also the individual worker can cease to be the being-
for-itself of labour; he may inherit or steal money etc. But then he
ceases to be a worker. As a worker he is nothing more than labour in
its being-for-itself).’?”

But let us return to the proper subject of this chapter. As we
have seen, the Rough Draft differs considerably in this respect from
Volume I of Capital. The Rough Draft lacks not only the strict con-
ceptual distinctions between raw material and object of labour,
labour process and production process and between the process of
value-formation and the process of valorisation — in addition the
mode of presentation itself has an abstract character and exhibits
traces of a ‘coquetting with the Hegelian mode of expression’. In fact,
though, the results of the analysis are the same in both texts, so that
the presentation in the Rough Draft in this instance can be more or
less regarded as the first version of Chapter 7 of Volume I of
Capital.?® However, what makes this presentation especially attrac-
tive (which applies to the Rough Draft in general) is that it takes us

25 ibid. pp.324, 322.

28 This terminology is borrowed from Hegel.

27 Grundrisse, pp.303-04. This passage is directed against Bray, Gray,
Proudhon et al., but applies just as well to the present-day advocate of the
theory of ‘state capitalism’. They too forget that the capitalist is contained
within the concept of capital, and that ‘capitalism’ without the capitalist class
would be a contradiction in terms.

28 See Capital 1, pp.283-306 (177-98).
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into Marx’s scientific workshop, and allows us to witness the process
by which his economic theory develops. The next chapter will show
even more clearly that this does not take place without experiment
and terminological approximations.



14.
Creation of Value and Preservation of Value in
the Production Process

(‘Variable’ and ‘Constant’ Capital)

In the previous chapter our main concern was that part of
production costs in which the expansion of value, surplus-value,
originates. This is living labour, directly exchanged for capital.® How-
ever, what happens to those parts of the value of capital which rep-
resent the labour embodied in raw materials and in the means of
labour? For example, if the capitalist has a capital of 100 thalers
and lays out 50 for cotton, 10 for the instruments of labour? and 40
for wages (four hours’ labour being contained in the wage), then he
reckons — after letting the worker work for eight hours — to have
preserved his capital, ‘reproduced’, with a profit of 40 thalers, so that
he would be in the possession of a commodity equal to 140 thalers.
But how is the worker supposed to accomplish this ‘since one half
of his working day, as his wages show, creates only 40 thalers out of
the instrument and material; the other half only the same; and he
disposes of only one working day, cannot work two days in one?’
Since his actual product equals 8o thalers he can only reproduce 8o,
not 140; the capitalist would therefore suffer a loss of 20 on his
original capital, instead of making a profit of 40 thalers.® If this is so,
how can labour be regarded as the sole source of value, as value-
creating ?*

Once more we have to distinguish between value and use-value.

1 ‘What in this transaction is directly sold is not a commodity in which
labour has already realised itself, but the use of the labour-power itself and
therefore in fact the labour itself, since the use of the labour-power is its
activity — labour. It is therefore not an exchange of labour mediated through
an exchange of commodities.” (T heories 1, p.397.)

2 Of course, here the 10 thalers only represent the portion of the instru-
ments of labour which is entirely consumed in one period of production.

3 Grundrisse, p.354. Of course, this example is somewhat inept, since an
employer who only employed one worker cannot count as a capitalist. But this
is of no concern here.

4+ Marx says : ‘Such objections were heaped on Ricardo; that he regarded
profit and wages only as components of production costs, not the machine and
the material.’ (ibid. p.354.)
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If we look at the production process from the standpoint of the simple
labour process, the above question presents no difficulties. In the
labour process ‘labour presupposes the existence of an instrument
which facilitates the work, and of a material in which it presents
itself, which it forms’. It is clear that, ‘if the cotton did not already
have the form of yarn and wood and iron the form of the spindle’,
the worker ‘could produce no fabric, no higher use-value. For him
himself, the 50 thalers and the 10 thalers in the production process
arenothing but yarn and spindle, not exchange-values’.® In the course
of production ‘the transitoriness of the form of things is used to posit
their usefulness. When cotton becomes yarn, yarn becomes fabric,
fabric becomes printed etc., or dyed etc. fabric, and this becomes,
say, a garment, then (1) the substance of cotton has preserved itself
in all these forms . . . (2) in each of these subsequent processes, the
material has obtained a more useful form, a form making it more
appropriate to consumption; until it has obtained at the end the
form in which it can directly become an object of consumption, when,
therefore the consumption of the material and the suspension of its
form satisfies a human need, and its transformation is the same as
its use’.®

Thus it is inherent in the simple labour process, ‘that the earlier
stage of production is preserved through to the later’, that the
material of labour and the means of labour can only be protected
from uselessness and decay, by becoming the object of new living
labour. SQA‘S regards use-value, labour has the property of preserving
the existing use-value by raising it, and it raises it by making it into
the object of new labour as defined by an ultimate aim; by changing
it in turn from the form of its indifferent consistency into that of
objective material, the body of labour.” But ‘this preservation of the
old use-value is not a process taking place separately from the\"""“
increase or the completion of the use-value by né&Ww Tabour ; — and the )

5 ibid. pp.354, 355.

8 ibid, p.361.

7 ¢bid. p.362 (where Marx also writes: ‘A spindle maintains itself as a
use-value only by being used up for spinning. If it is not, the specific form,
which is here posited in iron and wood, would be spoiled for use, together
with the labour which posited it and the material in which it did the positing.
The use-value of wood and iron, and of their form as well, are preserved only
by being posited as a means of living labour, as an objective moment of the
existence of labour’s vitality. As an instrument of labour, it is their destiny to
be used up, but used up in the process of spinning. The increased productivity
which it lends to labour creates more use-values and thereby replaces the use-
value eaten up in the consumption of the instrument.’)
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(fact that the worker preserves it ‘by using the instrument as instru-

“ment and by giving the raw material a higher use-value . . . lies in the
\. Dature of work itself’.* )
' o much on the preservation and increase of the use-value of the
means of production effected by the labour process. As elements of
capital, however, these means of production are simultaneously
values, definite amounts of objectified labour-time. As such they
reappear in the value of the product. But, how does this occur? We
saw that the worker added nothing in value to the product apart
from his working day (For example : ‘If in addition to the fabric,
the worker also had to create the yarn and the spindle in the same
working day, then the process would in fact be impossible.”) Hence,
if the values of the means of production reappear in the product this
is only becaus?ﬂ they already existed previously, before the process
of production.; They are not ‘reproduced’® or newly created in this
process, but simply preserved ‘in that their quality is preserved as use-
value for further labour, through the contact with living labour.
The use-value of cotton, as well as its use-value as yarn, are preserved
by being woven ; by existing as one of the objective moments (together
with the spinning wheel) in the weaving process. The quantity of
labour-time contained in the cptton and the cotton yarn are there-
fore also preserved thereb}D he preservation of the quality of
previous labour in the simple production process — hence of its
material as well — becomes, in the realisation process, the preserva-
tion of the quantity of labour already objectified.’** However, this
preservation does not require any additional effort by the worker.
Assuming that the means of production come from nature, without
any human assistance, then the value of the product is reduced to the
value added by the worker, and will equal one objectified working
day. Insofar as the means of production ‘are products of previous
labour . . . the product contains, in addition to its new value, the old
as well.’* The worker, therefore, ‘replaces the old labour-time by the
act of working itself, not by the addition of special labour-time for
this purpose. He replaces it simply by the addition of the new, by
means of which the old is preserved in the product and becomes an
element of a new product.’*? X

8 ibid. pp.362-63.

9 Marx remarks on this: ‘It can therefore only be said that he repro-
duces these values insofar as without labour they would rot, be useless; but
without them, labour would be equally useless.’ (ibid. p.355.)

10 ibid. pp.355, 363.

11 3bid. p.356.

12 3bid.
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It can be seen that it is not the quantity of living labour but
rather its quality which preserves the labour-time already present in
the raw material and instrument of labour. Here we come to a point
where the presentation in the Rough Draft diverges from that of
Capital. Thus we read in the Rough Draft : ‘That the labour-time
contained in the raw material and instrument is preserved at the
same time is a result not of the quantity of labour, but of its quality
of being labour as such; and there is no special payment for this, its
general quality, for the fact that labour, as labour is labour — leaving
aside all special qualifications, all specific kinds of labour — because
capital has bought this quality as part of its exchange with the
worker.’?8

Qn Capital, in contrast to this, the twofold nature of the results
of labour (namely the ‘addition of new value to the object of labour’
on the one hand, and the ‘preservation of the old value in the
product’ on the other) is derived from the twofold nature of labour
itself, from its double character as concrete useful labour which
creates use-values, and abstract human, value-creating labour?

We read there : ‘We saw, when we were considering the ;}rocess
of creating value, that if a use-value is effectively consumed in the
production of a new use-value, the quantity of labour expended to
produce the article which has been consumed, forms a part of the
quantity of labour necessary to produce the new use-value; this
portion is therefore labour transferred from the means of production
to the new product. Hence the worker preserves the values of the
already consumed means of production, or transfers them to the
product as portions of its value, not by virtue of his additional
labour as such, but by virtue of the particular useful character of that
labour, by virtue of its specific productive form.’** And further :
‘On the one hand, it is by virtue of its general character as expendi-
ture of human labour-power in the abstract that spinning adds new
value to the values of the cotton and the spindle; and on the other
hand, it is by virtue of its special character as a concrete, useful
process that the same labour of spinning both transfers the values of
the means of production to the product and preserves them in the
product. Hence a twofold result emerges within the same period of
time.’*s

A comparison of the two presentations shows why Marx had to

134bid. p.359.
14 Capital 1, p.308 (200).
15{bid. pp.308-09 (200-01).
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{"correct his original formulation. Labour, in its abstract character as
“abour in general’, represents value-creating labour and is capable
- wj} of merely quantitative distinction only. (jonsequently it cannot be
used to explain the preservation of value.'®
We pointed out previously that the value-preserving capacity
of labour costs the worker nothing; the same applies to the capitalist
who pockets it ‘for nothing, as surplus labour’. ‘But he obtains it free
of charge because . . . the material and the instrument of labour are
already in his hands as presupposition, and the worker cannot work,
therefore, without making this already objectified labour, now in the
hands of capital, into the material of his own labour, thereby also
preserving the labour objectified in this material.”™*” ‘Like every other
natural or social power of labour, or of such previous labour as does
not need to be repeated (e.g. the historical development of the
worker), this natural animating power of labour — namely that, by
using the material and instrument, it preserves them in one or
another form, including the labour objectified in them, their
exchange-value becomes a power of capital, not of labour. Hence not
paid for by capital. As little as the worker is paid for the fact that he
can think etc.’*® Therefore if this natural gift of active labour-power
brings benefits only to the capitalist, this is ‘already posited in the
relation of capital and labour, which in itself is already the former’s
profit and the latter’s wage’.?® Or, expressed in another way : ‘Within
the production process the separation of labour from its objective
moments of existence — instruments and material — is suspended.
The existence of capital and labour rests on this separation.
Capital does not pay for the suspension of this separation which
proceeds in the real production process — for otherwise work would

16 We read, besides, in another passage from the Rough Draft: ‘Living
labour adds a new amount of labour; however, it is not this quantitative
addition which preserves the amount of already objectified labour, but rather
its quality as living labour, the fact that it relates as labour to the use-values
in which the previous labour exists.” (Grundrisse, p.363.) But what is the
‘relation of labour to use-values’ apart from concrete, useful labour?

17 ibid. p.356.

18 {bid. p.358.

19 1bid. p.357. This connection only occurs to the capitalist in periods of
crisis. ‘If the capitalist employs labour only in order to create surplus-value —
to create value in addition to that already present — then it can be seen as
soon as he orders work to stop that his already present capital, as well, be-
comes devalued; that living labour hence not only adds new value, but, by

the very act of adding new value to the old one, maintains, eternises it.’
(tbid. p.365.)
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not goon at all . .. If it had to pay for this quality also, then it would
just cease to be capital.’?

In contrast to the means of production, whose value is merely
preserved and transferred to the product, the subjective factor of the
production process, labour-power, is itself a source of new value,
since its activity represents ‘the objectification of new labour-time in
a use-value’. It is important to distinguish between necessary and
surplus labour at this point. As long as the worker merely produces
an equivalent for the value of his own labour-power ‘he only replaces
the money advanced by the capitalist in purchasing labour-power,
and spent by the worker on the means of subsistence’. With regard to
the amount of wages spent, this part of the newly created value
‘appears merely as reproduction. Nevertheless, it is a real reproduc-
tion, not, as in the case of the value of the means of production,
simply an apparent one. The replacement of one value by another
is here brought about by the creation of new value.”?* By contrast,
what the worker produces beyond this is ‘not reproduction, but the
addition of value, surplus-value’ — hence a creation of value which
represents a fundamentally different category and which alone gives
capitalist production the reason for its existence.

The consequences of this are as follows : as far as their value is
concerned, the different factors of the production process behave
completely differently. The objectified factors (raw material, instru-
ment of labour) cannot add more value to the product than they
possess themselves; their value is simply preserved, and therefore
remains unchanged.?? The situation is quite different with the sub-
jective factor, labour-power, which not only reproduces its own
value, but adds new value, surplus-value, to the product. It is the
only element of production which undergoes an alteration in value
in the course of the valorisation process. We thus come to the con-
cepts of constant and variable capital, which correspond to the dif-

20 bid. p.364. Marx adds: “This is part of the material role which labour
plays by its nature in the production process; of its use-value. But as use-value,
labour belongs to the capitalist; it belongs to the worker merely as exchange-
value. Its living quality of preserving objectified labour-time by using it as the
objective condition of living labour in the production process is none of the
worker’s business. This appropriation, by means of which living labour makes
instruments and material in the production process into the body of its soul
and thereby resurrects them from the dead, does indeed stand in antithesis
to the fact that labour itself is objectless, is a reality only in the immediate
vitality of the worker — and that instrument and material, in capital, exist as
beings-for-themselves.” (ibid. p.364.)

21 Capital 1, p.316 (208). Cf. Grundrisse, pp.359-60.

22 Grundrisse, pp.321-22.
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(. ferent functions of the means of production and labour-power in the
valorisation process.?® This is a conceptual distinction whose import-
ance for Marx’s theoretical system is immediately obvious, but which
he only came to in the course of his work on the Rough Draft.** What
later turned out to be ‘constant’ capital is initially characterised as
. n_‘unchanged’, ‘unchangeable’ or ‘invariable’ value, and is counter-
— posed to the ‘changed’, ‘changeable’ or ‘reproduced value’.?® It is not
until later, towards the end of his analysis of the production process,
that he begins to use the denotations ‘constant’ and ‘variable’ capital.:)
Marx used this distinction between value-creating and value-
preserving labour to put a stop to those theories expounded by
bourgeois apologists which sought to derive the profit of capital from
the ‘productive services’, ‘which the means of production perform
in the labour process by means of their use-value’.?® “The individual
capitalist may imagine (and for his accounts it serves as well) that,
if he owns a capital of 100 thalers, 50 thalers in cotton, 40 thalers to
buy labour with, 10 thalers in instrument, plus a profit of 10 per cent
counted as part of his production costs, then labour has to replace his
50 thalers of cotton, 40 thalers subsistence, 10 thalers instrument plus
10 per cent of 50, of 40 and of 10; so that in his imagination, labour
creates 55 thalers of raw material, 44 thalers subsistence and 11 thalers
instrument for him, together = 110. But’, Marx adds, ‘this is a
peculiar notion for economists . . . If the worker’s working day = 10
hours, and if he can create 40 thalers in 8 hours, i.e. can create his
wage, or what is the same, can maintain and replace his labour-
capacity, then he needs 4/5 of a day in order to replace his wages for
capital, and he gives capital 1 /5 in surplus labour, or 10 thalers.” This
surplus of 10 thalers then constitutes the total profit of the capital-
ist. “The total objectified labour which the worker has created, then,

23 “‘The same elements of capital which, from the point of view of the
labour process, can be distinguished respectively as the objective and sub-
jective factors, as means of production and labour-power, can be distinguished,
from the point of view of the valorisation process, as constant and variable
capital’ (Capital 1, p.317 (209).)

24 ‘This point must, indeed, be examined, because the distinction be-
tween the invariable value, the part of capital which is preserved; that which
is reproduced. . . . and that which is newly produced, is of essential import-
ance.’ (Grundrisse, p.386.)

28 Cf. Grundrisse, pp.321, 377, 386, 395-96.

26 ‘But the commodity as an exchange-value is always considered solely
from the standpoint of the result. What matters is not the service it renders,
but the service rendered to it in the course of its production . . . It can easily
be seen what “service” the category “service” must render to economists of
the stamp of J.B.Say and F.Bastiat .. .’ (Contribution, p.37.)
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is 50 thalers, and regardless of the costs of the instrument and of the
raw materials, more he cannot add, for his day cannot objectify
itself in more labour than that . . .’** The illusion ‘of the ordinary
economist and the even more ordinary capitalist . . . that 10 per cent
has been produced in equal proportions by all parts of capital’,?®
rests on the one hand on the misinterpretation of the role of the
means of production in the valorisation process, and on the other
on the confusion of the real rate of surplus-value with this rate, cal-
culated on capital as a whole i.e. the rate of profit.?® However, the
rate of profit on capital in no way expresses the rate ‘at which living
labour increases objective labour; for this increase is merely = to the
surplus with which the worker reproduces his wage i.e. = to the time
which he works over and above that which he would have to work
in order to reproduce his wages.”® The extent of this increase can
therefore only be reliably determined from the relation of the new
value produced to the variable part of capital.

27 Grundrisse, p.357.

28 ibid. p.376. As often happens in the Rough Draft, Marx inadvertently
replaced the numerical example in which the worker creates 40 thalers of
surplus-value with one in which he only creates 10 thalers of surplus-value.

29 See Chapter 25 of this work on the categories of profit and rate of
profit.

30 Marx continues, ‘If the worker . . . were not .a worker for a capitalist,
and if he related to the use-values contained in the 100 thalers not as to capital
but simply as to the objective conditions of his labour’, then he would natur-
ally not be compelled to perform surplus labour. He would, let us say, only
work for £ of a day. But if he worked the whole day, ‘because the material
and the instrument were there on hand’, it would not occur to him to regard
the new gain thus created as a percentage of the total ‘capital’ of 100. For
him, the increase of 25 per cent would simply imply that ‘he could buy one
fourth additional subsistence . . . and since he is concerned with use-values,
these items of subsistence by themselves would be of value for him’. (Grund-

risse, p.375.)



15.
The General Concept and Two Basic Forms of
Surplus-Value

The previous chapter has brought us to the central category of
Marx’s system; to the category which, (as Engels said) ‘was destined
to revolutionise all previous economics, and which offered the key to

— % an understanding of all capitalist production’ the category of
surplus-value.

We saw that the increase in values which takes place in the
capitalist process of production could in no way be derived from
the ‘productive services’ of the objectified elements of capital, from
the means of production.EThe advances made in the form of material
and machine are merely transposed from one form into another . . .
Their value is the result of previous production, not of the immediate
production in which they serve as instrument and material.’ ;There-
foretthg}only[value which is.actually. produced in the production
process ‘is that added by the new amount of labour. This value, how-
ever, consists of necessary labour, which reproduces wages . . . and
of surplas labour, hence surplus-value above and beyond the neces-
sary.”*[Thus the secret of capitalist ‘money-making’ is resolved by the
fact th tEhe wage-labourer, who owns none of the means of pro-.
duction, is compelled to work beyond the time necessary for he"™"

“  maintenance of his life — that he can only live at all, if he simul-
. .s taneously sacrifices a part of his life to capital. Qnly by these means
?’t;*f ?“53"'can capital valorise itself, create surplus-value.*What appears as
"y .e+* gurplus-value on capital’s side appears identically on the worker’s
“8~ 7 "side as surplus labour in excess of his requirements as worker, hence
e in excess of his immediate requirements for keeping himself alive.’
In this respect there is no basic difference between the social situation™™
of the wage-labourer and that of the exploited classes of earlier
epochs; since ‘Where capital rules (just as where there is slavery and

R

1 Capital 11, p.16.
2 Grundrisse, p.595.
3ibid. pp.324-25.
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bondage or serfdom of any sort), the worker’s absolute labour-time*
is posited for him as condition of being allowed to work the neces-
sary labour-time, i.e. of being allowed to realise the labour-time
necessary for the maintenance of his labour capacity in use-values
for himself.”s

Thus, just as with previous modes of exploitation, capital’s mode
of exploitation is also based on the surplus labour of the direct pro-
ducers. It is clear that the capital relation (and also that of serfdom
and slavery) would not be possible if human labour merely provided
what was necessary to keep the producers alive. ‘If the whole labour
of a country’, wrote an English author in 1821, ‘were sufficient only
to raise the support of the whole population, there would be no
surplus labour, consequently nothing that can be allowed to accumu-
late as capital.”® Consequently, advantageous natural conditions, or
a relatively high degree of productiveness of human labour, constitute
the preconditions for every form of exploitation, for all forms of class-
rule. In this sense, ‘it can be said that surplus-value etc. rests on a
natural law, that_is, on the productivity of human labour in its
exchange with nature’.” However, it does not follow from the fact
that all surplus labour presupposes a surplus-product that the con-
verse is true — that the mere possibility of a surplus-product creates
the actual fact of surplus labour. Relations have to arise which
compel the producers to work beyond their necessary labour-time.
Marx cites in this connection a letter from a West Indian plantation
owner, printed in The Times in November 1857, where the latter
complains about the so-called ‘Quashees’ (the free blacks of
Jamaica®). He describes, with ‘great moral indignation’, how the
Quashees — instead of hiring themselves out as wage-labourers on the

4 That is labour-time containing surplus-value.

5 ibid. p.533.

6 Taken from the anonymous pamphlet cited on p.397 of the Grundrisse
and called The Source and Remedy of the National Difficulties, deduced from
principles of political economy in a letter to Lord John Russell. (Cf. Theories
III, p.251.) -

7 Theories I11, p.332. (Several passages can be found/in Marx’s economic
works which throw light on the question of the ‘natural basis of surplus-value’,
from different aspect2The most important ones are: Theories I, pp.49, 151~
58; Theories 11, pp.16-17, 406-07; Theories III, pp.332, 449; Grundrisse,
PP-324-25, 641-42; Capital 1, pp.647-48 (512-13), 650-51 (514-15); Capital
ITI, pp.632-34, 790-92.)

8 The abolition of slavery took place in the British colony of Jamaica in
1833 — see the ‘objective’ description (that is, in reality, one which takes the
side of the planters) in Sir Alan Burns, History of the British West Indies,
1954, pp-525ft.
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sugar-plantations — ‘content themselves with producing only what is
strictly necessary for their own consumption, and alongside this “use-
value”, regard loafing (indulgence and idleness) as the real luxury
good ; how they do not care a damn for the sugar and the fixed capital
invested in the plantations, but rather observe the planter’s impend-
ing bankruptcy with an ironic grin of malicious pleasure, and even
exploit their acquired Christianity as an embellishment for this mood
of malicious glee and indolence.” These blacks ‘have ceased to be
slaves, not in order to become wage-labourers, but, instead, self-
sustaining peasants working for their own consumption.? As far as

9 It is quite obvious that the West Indian planter massively exaggerated
in his letter. In fact, the great majority of ‘Quashees’ did not own their own
land, from which they could satisfy ‘their own necessary consumption’. They
were therefore compelled to work for starvation wages on the plantations of
their former masters. Just how desperate their situation was is proved —~ among
other things — by the rebellion of the jamaican Negroes in October 1885,
which was cruelly suppressed by the British government. (See the echoes of
this event in the correspondence between Marx and Engels. MEW Volgi,
PP-155, 157, 159, 187.)

In this connection it should be remembered that in England itself the
former slave-owners found their warmest advocate in the person of the
famous ‘anti-capitalist romantic’, Thomas Carlyle. He wrote in his pamphlet
Occasional Discourse on Negro Slavery: ‘Where a black man by working
about half an hour a day (such is the calculation) can supply himself, by aid
of sun and soil, with as much pumpkins as will suffice, he is likely to be a little
stiff (to) raise into hard work! Supply and demand, which, science says,
should be brought to bear on him, have an up-hill task with such a man.
Strong sun supplies itself gratis, rich soil in those unpeopled or half-peopled
regions almost gratis; these are his “supply”; and half an hour a day, directed
upon these, will produce pumpkin, which is his “demand”. The fortunate
black man, very swiftly does he settle his account with supply and demand :—
not so swiftly the less fortunate white man of these tropical localities. He him-
self cannot work; and his black neighbour, rich in pumpkin, is in no haste to
help him. Sunk to the ears in pumpkin, imbibing saccharine juices, and much
at his ease in the Creation, he can listen to the less fortunate white man’s
“demand”, and take his own time in supplying it. Higher wages, massa ; higher,
for your cane-crop cannot wait; still higher, — till no conceivable opulence of
cane-crop will cover such wages!” And further: ‘If Quashee will not honestly
aid in bringing out those sugars, cinnamons, and nobler products of the West
Indian islands, for the benefit of all mankind, then I say neither will the
Powers’ (that is our dear Lord, as whose interpreter Carlyle presents himself)
‘permit Quashees to continue growing pumpkins there for his own lazy benefit;
but will sheer him out, by-and-by, like a lazy gourd overshadowing rich
ground; him and all that partake with him -~ perhaps in a very terrible
manner . . . No, the gods wish besides pumpkins, that spices and valuable
products be grown in the West Indies; thus much they have declared in
making the West Indies: infinitely more they wish that manful industrious
men occupy their West Indies, not indolent two-legged cattle, however
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they are concerned capital does not exist as capital, because auton-
omous wealth as such can exist only either on the basis of direct
forced labour, slavery, or indirect forced labour, wage-labour.] Marx
adds : ‘Wealth confronts direct forced labour not as capital, but
rather as relation of domination . . . for which wealth itself has value
only as gratification, not as wealth itself and which can therefore
never create general industriousness’ and universal application in the
same way that the capital-relation can.EF‘

In the last sentence we referred to@e special role which capital
plays ‘as an agent in producing diligent labour on the part of others,
as an extractor of surplus labour and an exploiter of labour-power’. 1’/
The ruling classes of earlier epochs also managed to squeeze con-
siderable amounts of surplus labour from their subjects. But where
the development of the productive forces is still slight the surplus-
product must also remain relatively small, and the ‘masters them-
selves do not live much better than the servants’** On the other hand
it is clear ‘that in any economic formation of society, where the use-
value rather than the exchange-value of the product predominates,
surplus labour will be restricted by a more or less confined set of
needs, and that no boundless thirst for sur plus labour will arise from

“happy” over theirabundant pumpkins !’ ‘You are not “slaves” now,’ preaches
Carlyle, the laudator temporis acti, to the Jamaican blacks, ‘nor do I wish, if
it can be avoided, to see you slaves again; but decidedly you will have to be
servants to those that are born wiser than you, that are born lords of you —
servants to the whites, if they are, as what mortal can doubt they are? Born
wiser than you. That you may depend upon it my obscure Black friends, is
and was always the Law of the World, for you and for all men: To be
servants, the more foolish of us to the more wise; and only sorrow, futility and
disappointment will betide both, till both in some approximate degree get to
conform to the same . . . I say, no well being and in the end no being at all,
will be possible for you or us, if the law of Heaven is not complied with. And
if “slaves” means “essentially servant hired for life” — for life, or by a contract
of long continuance and not easily dissoluble — I ask whether, in all human
things, the “contract of long continuance” is not precisely the contract to be
desired, were the right terms once found for it? Servant hired for life, were
the right terms once found, which I do not pretend they are, seems to me
much preferable to servant hired for the month, or by contract dissoluble in a
day. An ill-situated servant, that; servant grown to be nomadic; between whom
and his master a good relation cannot easily spring up !’ (Cited from the text
of the North American, J.Bigelow, Jamaica in 1850: or, the Effects of Sixteen
Years of Freedom on a Slave Colony, New York 1851, pp.118-22.) For the
later development of Carlyle cf. Capital I, p.366 (245-51).
=10 Grundrisse, p.326.
- 11 Capital 1, p.425 (309-10).
12 Theories 11, p.16.
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the character of production it:elf.’ﬂOnly under capitalism does the
appropriation of surplus labour be€ome an end in itself, and its con:
tinuous expansion become an indispensable condition of the pm "
tion precess] Capital has means and powers'* at its dlsposal which
far exceed the direct enforced labour of previous societies in terms
of ‘energy, limitlessness, and efficacy’, and which therefore make the
capitalist mode of production appear as an ‘epoch-making mode of
exploitation’’® In this context Marx is thinking, above all, of the
production of so-called relative surplus-value.
LThere are two bas ‘methods of expanding surplus labour‘:]
ET irstly, by the Sﬂﬂjgg—pﬁ;&\}’né;%H of the labour processjﬁecondly =
with a given length of the working day — by an increase in the produc-
t1v1ty of labour, arits intensification. 16][11 the first case surplus labour
is obtained by the extension of the total amount of time worked by
the producers, and in the second by shortening their necessary labour-
time. Marx therefore calls the first absolute, and the second relative
surplus labour. The foundation of the first is the ‘natural fertility of
the land, of nature’;*” whereas the second is based ‘on the develop-_
ment of the social productive forces of labour’.® Correspondmgly,
the first form of surplus labour is not only the general basis of the
second, but also much older than it. In fact it is as old as human
exploitation in general, and is therefore a form of exploitation which
can be said to be common to all class societies.'®

~ 18 Capital 1, p.345 (235).

1¢ Marx states in another section in the Rough Draft that not until
capitalism does money become the ‘means of general industriousness’, does the
striving for money become the ‘urge of all’. ‘When the aim of labour is not a
particular product standing in a particular relation to the particular needs of
the individual, but money, wealth in its general form . . . the individual’s
industriousness knows no bounds; it is indifferent to its particularity, and
takes on every form which serves the purpose.’ Admittedlyﬂdarx adds:
‘General industriousness is possible only where every act of labour produces
general wealth, not a particular form of it; where, therefore, the individual’s
reward too, is money.’ It therefore presupposes labour as wage-labour. (Grun-
drisse, p.224:):7

156 Capital 11, p.37.

16 Capital 1, p.533 (409).

17 Consequently, the possibility of surplus labour depends on the natural
productivity of agricultural labour, and this constitutes, according to Marx,
the correct kernel of the Physiocratic doctrine. (Capital II1, p.784.)

18 Theories 111, p.449.

19 This form of surplus labour played the dominant role in the systems
of serfdom and slavery. By contrast, relative surplus labour only crcps up
sporadically in pre-capitalist conditions. Thus, for example, the feudal lords
who produced for export in East and Central Europe in the 17-19th centuries
sometimes tried to force upon their serfs the so-called ‘measured forced labour’
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Absolute surplus labour is also indispensable for capital — especi-
ally during the infancy of the capitalist mode of production, when it
first ‘takes over the labour process in its given or historically trans-
mitted shape, and simply prolongs its duration’.?* Absolute surplus
labour thus plays the decisive role here, and consequently ‘the dis-
tinction between production under capital and earlier stages of pro-
duction is only formal’ at this particular level of development (in the
sense that the extraction of surplus labour in previous systems of
production is ‘posited directly by force’, whereas under capital, by
contrast ‘it is mediated through exchange’). ‘Use-values grow here in
the same simple relation as exchange-values, and for that reason this
form of surplus labour appears in the slave and serf modes of produc-
tion etc. where use-value is the chief and predominant concern, as
well as in the mode of production of capital, which is directly orien-
ted towards exchange-value, and only indirectly towards use-value.’*
However, regardless of how important and indispensable the appro-
priation of absolute surplus labour was, and still is, it does not charac-
terise the essence of the capitalist mode of production. (We shall see
later that the latter’s methods of production are based on the com-
bination of both types of surplus labour.ﬁhe essence of the capitalist
mode of production consists rather in the continuous revolutionising
of the technical and social conditions of the labour process in order
to push back the original natural limits of necessary labour-time and
thus progressively to extend the domain of surplus labour It is not
therefore in absolute but in relative surplus labour ‘that the industrial
and distinguishing historic character of the mode of productlon
founded on capital’ appears. 2 This is the prlmary sense in which
capital is productive — ‘insofar as it is a coercive force on wage-

labour . . . spurring on the productive power of labour to produce
relative surplus -value’.23

(‘Gemessene Robot’ — an Austro-Bohemian expression). (Cf. the charters of
Maria Theresa and Joseph II forbidding this ‘standard forced labour’ [Mass-
robot].) However, such attempts by the feudal lords mostly came to grief on
the primitiveness of the agricultural technique then prevailing. This situation
is referred to by Richard Jones in his Essay on the Distribution of Wealth and
on the Sources of Taxation (1831, pp.37-38). We read on this in Theories 111,
p.400: ‘Rent can only be increased either by the more skilful and effective
utilisation of the labour of the tenantry (relative surplus labour), this however
is hampered by the inability of the proprietors to advance the science of
agriculture, or by an increase in the total quantity of labour extracted.’

20 Capital 1, p.432 (315).

21 Grundrisse, p.769.

22 ibid.

28 Theories I, p.93.
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226 « The Making of Marx’s ‘Capital’

In this respect the difference between the mode of productjon
of capital and that of any previous epoch goes much deeper.\We
stressed that the capitalist mode of production . is. oriented
exchange-value from the outset, and that the production of use-
valueg is not an end, but only a means to an end — the valorisation of
capital™But this means that capital not only has to enforce surplus
labouf, but also realise it as surplus-value.

Two things result from this. Firstly, ‘the surplus-value created
at one point requires the creation of surplus-value at another point
for which it can be exchanged.’ ‘A precondition of production based
on capital is therefore the production of a constantly widening sphere
of circulation, whether the sphere itself is directly expanded or
whether more points within it are created as points of production . ..
Hence just as capital has the tendency on one side to create ever more
surplus labour, so it has the complementary tendency to create more
points of exchange; i.e., here, seen from the standpoint of absolute
surplus-value or surplus labour, to summon up more surplus labour
as complement to itself ; i.e. at bottom, to propagate production based
on capital, or the mode of production corresponding to it.’?¢ Thus
every limit appears to capital ‘as a barrier to be overcome’, in that it
seeks ‘to subjugate every moment of production itself to exchange
and to suspend the production of direct use-values not entering into
exchange i.e. precisely to posit production based on capital in place
of earlier modes of production.” Consequently, trade appears ‘as an
essentially all-embracing presupposition and moment of production
itself’ and ‘the tendency to create the world market is directly given
in the concept of capital itself.’?®

On the other hand, we read in the Rough Draft that, in order
to advance the production of relative surplus-value based on the
increase and development of the productive forces, capital must seek
to ensure ‘that the consuming circle within circulation expands as did
the productive circle previously’. The capitalist mode of production
therefore requires : ‘Firstly : quantitative expansion of existing con-
sumption; secondly : creation of new needs by propagating existing

2¢ Marx also speaks, in this sense, of the ‘propagandistic tendency of
capital’ in other passages in the Grundrisse (pp.542, 771). In Capital these
‘propagandistic tendencies’ are mentioned in Volume I, p.649 (514-15).

Cf. Luxemburg’s Accumulation of Capital, p.467. ‘Capitalism is the first
mode of economy with the weapon of propaganda — a mode which tends to
engulf the entire globe and stamp out all other economies, tolerating no rival
at its side.’ (Hilferding too, spoke of the ‘propagandist power’ of the cartels
in Das Finanzkapital, p.289.)

26 Grundrisse, pp.407-08.
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ones in a wide circle; thirdly : production of new needs and discovery
and creation of new use-values.’ In other words, the main issue is ‘that
the surplus labour gained does not remain a merely quantitative
surplus, but rather constantly increases the circle of qualitative differ-
ences within labour . . . makes it more diverse, more internally differ-
entiated” ‘For example, if, through a doubling of productive force,
a capital of 50 can now do what a capital of 100 did before, so that a
capital of 50 and the necessary labour corresponding to it become free,
then, for the capital and labour which have been set free, a new,
qualitatively different branch of production must be created, which
satisfies and brings forth a new need.?® The value of the old industry
is preserved by the creation of the fund for a new one in which the
relation of capital and labour posits itself in a new form. Hence
exploration of all of nature in order to discover new, useful qualities
in things; universal exchange of the products of all alien climates
and lands; new (artificial) preparation of natural objects, by which
they are given new use-values . . . the development, hence, of the
natural sciences to their highest point; likewise the discovery, crea-
tion, and satisfaction of new needs arising from society itself; the
cultivation of all the qualities of the social human being, production
of the same in a form as rich as possible in needs, because rich in
qualities and relations — production of this being as the most total
and universal possible social product, for, in order to take gratifica-
tion in a many-sided way, he must be capable of many pleasures,
hence cultured to a high degree — is likewise a condition of production
founded on capital.’®’,

Marx goes on to say that, just as capitalist production ‘creates
universal industriousness on one side . . . so 