KARL

- MARX
FREDERICK

ENGELS

(Collected
Wo%rks

Volume 32
Marx: 1861-1863




Contents

o {3 & Tl O U PO RPN

KARL MARX
ECONOMIC WORKS
1861-1863

ECONOMIC MANUSCRIPT OF 1861-63

(Continuation)

A Contribution to the Critique
of Political Economy

[I) The Production Process of Capital] .......cccccmiiiiivinninienniniciinnienns
[5) Theories of Surplus Value] ........ccccovevrinninininiiciieneine
Ricardo’s Theory of Surplus Value.......ccooeiviiinnniecrnniennnnnncnne,

1) Quantity of Labour and Value of Labour ...l

2) Value of Labour Capacity. Value of Labour .......................

3) Surplus Value ......coviviiiiiiiiiininiiiie e,

4) Relative Surplus Value........ccvievniiiiiinniiinieieneecen,

5) Theory of Profit ......cocieiiveniiiiniiciiecn,

Formation of the General Rate of Profit. (Average
Profits or “Usual Profits™) ......ccccoeeiiieiiciiinininnnnee

Law of the Diminishing Rate of Profit
Theory of Accumulation ..........ccccovviveiiiiineninns

Ricardo’s Miscellanea ........cccoovveeneee
Gross and Net Income
Machinery .......ccocccevviiivniiiinicicnniniinee. et



V1

i)

k)

1)

Contents

Malthus (Thomas Robert) ........coovivverncenn
Constant and Variable Capital
Malthus’ Theory of Value ..o,
Overproduction. “Unproductive Consumers”, etc. «...coccoereernene
Disintegration of the Ricardian School ...l
1) Robert Torrens, An Essay on the Production of Wealth etc.,
London, I821 ..t e e e re s caa e

2) James Mill, Elements of Political Economy, London, 1821
(2nd ed., London, 1824} ......cccccccvcreiereriiriiiiniiniieeniineenenis

3) Polemical WIItINGS ...ccoovvvivirienniiiiiiiienie et
a) Observations on Certain Verbal Disputes in Political
Economy, Particularly Relating to Value, and to Demand

and Supply, London, 1821 .....cccoinininniiiiiiniie,

b) An Inquiry into those Principles, Respecting the Nature of
Demand and the Necessity of Consumption, lately Advocated
by Mr. Malthus etc., London, 1821 .........ccociiiiniiiiniinnnnis
Dialogues of Three Templars on Political Economy, chiefly
in Relation to the Principles of Mr. Ricardo ([ The] London
Magazine, Vol. 1X, 1824) (author: Thomas De Quin-
[ N PSS
d) A Critical Dissertation on the Nature, Measures, and
Causes of Value; Chiefly in Reference to the Writings of

Mr. Ricardo and His Followers. By the Author of Essays

on the Formation and Publication of Opinions
(Samuel Bailey), London, 1825

4) McCulloch ....oovvviiiiiiiiiiiiee et cerse e e e e s araas

~—

C

BY Wakefield .....cooveiiiiiiiiiirriiiicree e s
6) Stirling (Patrick James), The Philosophy of Trade etc.,
Edinburgh, 1846 ......cccocviieeeiiiiiiieeiiicer et
7) John Stuart Mill, Some Unsettled Questions etc., London,
1844 oo

Opposition to the Economists (Based on the Ricardian
TREOTY) coiiiiiiiicie ettt st e st e e e e
1) The Source and Remedy of the National Difficulties etc.
A Letter to Lord John Russell, London, 1821 (anonymous)....
2) Piercy Ravenstone, M. A., Thoughts on the Funding System,
and its Effects, London, 1824 ..........cccccevvreiiiniernreeniennnsenens
3} Labour Defended against the Claims of Capital, or, the
Unproductiveness of Capital Proved. By a Labourer, London,
L8258 ittt et te e s s e s ana e e
4) Thomas Hodgskin, Popular Political Economy. Four Lectures
Delivered at the London Mechanics’ Institution, London,
L1827 ittt ettt ettt ebas e b e naeeeres

298

305

311

312
353
371

371

373

373

374

392

397



Contents A\%201

[Revenue and Its SOUTCES] «...ceeevvieeeeveriiiiiiiiieireriaeeeeereeenreernvinnssinessesasasseniees
Different Forms of Capital
s Ls =) o Us & IO SUORREUP S

INOES oot s 547
NAME INAEX ..ottt et s 564
Index of Quoted and Mentioned LiteTatuTe. .........oocevvveceorevcvivnivcnnvccrvrnnen. 570
Index of Periodicals ...........ccocvieviiiiiiiiiniiiiciicic e 578
ILLUSTRATIONS
Page 645 of Notebook XII of the Economic Manuscript of
I861-1863 ....ooioviiiiniiiiiicireitii s e 25
Front cover page of Notebook XIII, Economic Manuscript of
IBOI1-1863 ..ccnieiiiiiiiiriiiit b 65
Page 782 of Notebook XIV of the Economic Manuscript of
IBOL-1863 ..ottt 259

Page 890 of Notebook XV of the Economic Manuscript of
18B1-18B63 .cocviiviiiiiiiiiiin it 447






IX

Preface

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

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

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

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

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

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

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

Scientific editor for this volume was Vitaly Vygodsky (Institute
of Marxism-Leninism of the CC CPSU).
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8 The Production Process of Capital

n) Cherbuliez

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

Episode: REVENUE AND ITS SOURCES

XV
5) Theories of Surplus Value

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



[XII-636 (CONTINUATION)} RICARDO'S THEORY OF SURPLUS VALUE

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

*“It” (foreign trade) “can only be regulated by altering the natural price, not the
natural value, at which commodities can be produced in those countries, and that is
effected by altering the distribution of the precious metals” * (l.c., [p.] 409).)5

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

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

2%



10 The Production Process of Capital

which is separated, detached from profit.) In his observations on
profit and wages, Ricardo also abstracts from the constant part of
capital, which is not laid out in wages. He treats the matter as
though the entire capital were laid out directly in wages. To this
extent, therefore, he considers surplus value and not profit, hence
it is possible to speak of his theory of surplus value. On the other
hand, however, he thinks that he is dealing with profit as such,
and in fact views which are based on the assumption of profit and
not of surplus value, constantly creep in. Where he correctly sets
forth the laws of surplus value, he distorts them by immediately
expressing them as laws of profit. On the other hand, he seeks to
present the laws of profit directly, without the intermediate links,
as laws of surplus value.

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

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

[X1I-637] (In Chapter XXVI, “On Gross and Net Revenue”)
Ricardo speaks of:

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

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

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



Theories of Surplus Value. Ricardo 11

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

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

That is to say, he speaks of Trabes which employ relatively large
amounts of constant, and little variable capital. At the same time,
they are trapes in which, compared with others, the rorar amount of
the capital advanced is large, or which can only be carried on with
large capitals. 1f the rate of profit is given, the aMounT oF PROFITS
depends altogether on the size of the capitals advanced. This,
however, by no means distinguishes the Trabes in which large
capitals and much constant capital are employed (the two always
go together) from those in which small capitals are employed, but
is merely an application of the theory that equal capitals yield
equal profits, a larger capital therefore yields more profit than a
smaller capital. This has nothing to do with the “uanTITY OF LABOUR
emrLovep”. But whether the rate of profit in general is great or
small, depends indeed on the TOTAL QUANTITY OF LABOUR EMPLOYED BY THE
CAPITAL OF THE WHOLE CLASS OF CAPITALISTS, AND OIl THE PROPORTIONAL QUANTITY
OF UNPAID LABOUR EMPLOYED; AND, LASTLY, OI1 THE PROPORTION BETWEEN THE
CAPITAL EMPLOYED IN LABOUR, AND THE CAPITAL MERELY REPRODUCED AS A CONDITION
OF PRODUCTION.

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

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

He says:

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

We shall see later,” how far his view 1s correct THAT EXCEPTIONAL
rroFiTs (when they are not caused by the rise in market price above
the value) do not raise the GENERAL RATE OF PROFIT in spite of the
equalisation [of profits], and also how far his view is correct that

2 See this volume, pp. 71-72.— Ed.



12 The Production Process of Capital

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

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

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

The whole statement is nonsense. In the first place, according to
Ricardo, A GREATER QUANTITY OF LABOUR 1S EMPLOYED ON the LAND LAST
curTivaTep than on all the other land. That is why, according to
him, rent arises on the other land. How, therefore, is a given
capital to set in motion a greater quantity of labour than in
MANUFACTURES AND TRabpk, on all other land except the ranp rasT
curtivaten? That the product of the better land has a market value
that is higher than the individual value, which is determined by the
QUANTITY OF LABOUR EMPLOYED BY THE CAPITAL THAT CULTIVATES it, is surely not
the same thing as that THIS CAPITAL “PUTS IN MOTION A GREATER QUANTITY OF
LABOUR THAN AN EQUAL CAPITAL EMPLOYED IN MANUFACTURES AND TRADE™? But it
would have been correct, had Ricardo said that, apart from
differences in the fertility of the land, altogether rent arises
because agricultural capital sets in motion a greater quantity of
labour in proportion to the constant part of the capital, than does
the average capital in NON-AGRICULTURAL INDUSTRY.

[X1I-638] Ricardo overlooks the fact that, with a given surplus
value, various factors may raise or lower and in general influence
the profit. Because he identifies surplus value with profit, he quite
consistently seeks to demonstrate that the rise and fall in the rate
of profit is caused only by circumstances that make the rate of
surplus value rise or fall. Apart from the circumstances which,
when the amount of surplus value is given, influence the rate of
profit, although not the amount or proriT, he furthermore overlooks
the fact that the rate of profit depends on the amount of
surplus value, and by no means on the rate of surplus value.
When the rate of surplus value, i.e. of sureLus labour, is given, the
amount of surplus value depends on the organic composition of the
‘capital, that is to say, on the number of workers which a capital or
cIveN vaLuk, for instance £100, employs. It depends on the rate of
surplus value if the organic composition of the capital is given. It
is thus determined by two factors: the number of workers
simultaneously employed and the rate of surplus labour. If the
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capital increases, then the AMOUNT oF surpLUS VALUE also increases

whatever its organic composition, provided it remains unchanged.

But this in no way alters the fact that for a capitaL oF civen vaLue, for

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

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

* “There cannot be two rates of profit in the same employment, and therefore when
the value of the produce is in different proportions to capital, it is the rent which
will differ, and not the profit”* (CH. X1I, “Land-Tax”, [pp.] 212-13).

This only applies to the normal rate of profit “iN THE samEe
eMpLOYMENT’. Otherwise it 1s in direct contradiction to the state-
ments quoted earlier on® (Cu. II, “On Rent”, [pp.] 60, 61):

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

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

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

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

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

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

¢ More or less.— Ed



14 The Production Process of Capital

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

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



Theories of Surplus Value. Ricardo 15

In the same Cu. XIII, “Taxes on Gold”, Ricardo speaks of
*“rent being not a creation, but merely a transfer of wealth”* (l.c., [p.] 221).

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

In the same chapter Ricardo says:

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

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

2 See this volume, pp. 63-64, 67.— Ed.



16 The Production Process of Capital

this case the rate remains unaffected, because [N0] CHANGE HAS TAKEN
PLACE IN THE ORGANIC COMPOSITION OF THE caPITAL. And even then it must
be assumed—as is the case with TEMporRary cHanGEs—that wages
remain the same, whether the price of raw rrobuce rises or falls (in
other words [wages] remain the same, that is, their value remains
unchanged irrespective of any rise or fall in the use value of the
wages).

The following possibilities exist:

First the two major differences:

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

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

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

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

The following possibilities exist here:

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

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

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

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

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

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

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

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

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

* “Whatever part of the whole rent of a house is over and above what is sufficient
for affording this reasonable profit” (to the builder) “naturally goes to the
ground rent; and where the owner of the ground, and the owner of the building,
are two different persons, it is in most cases completely paid to the former. In
country houses, at a distance from any great town, where there is a plentiful choice
of ground, the ground rent is scarcely any thing, or no more than what the space
upon which the house stands, would pay employed in agriculture” * (Book V,
CH. 11).7

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

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

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

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

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

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

Taxes oN CONSUMERs are at the same time TAXES ON PRODUCERS, in so far
as the object Taxep enters not only into individual consumption but
also into industrial consumption, or only into the latter. This does
not, however, apply only to the NEcssariEs coNSUMED BY WoRKMEN. It
applies to all materials INDUSTRIALLY CONSUMED By THE capiTaLIsT. Every
tax of this kind reduces the rate of profit, because it raises the
value of the constant capital in relation to the variable. For
example, a tax imposed on flax or wool. [XI1-642] The flax rises
in price. The flax spinner can therefore no longer purchase the
same quantity of flax with a capital of 100. Since the mode of
production has remained the same, he needs the same number of
workers to spin the same quantity of flax. But the flax has a
greater value than before, in relation to the capital laid out in
wages. The rate of profit therefore falls. It does not help him at
all that the price of LINEN varN Tises. The absolute level of this price
is in fact immaterial to him. What matters is only the excess of this
price over the price of the apvances. If he wanted to raise {the
price of] the total product, not only by [the amount necessary to
cover the increase in] the price of the flax, but to such an extent
that the same quantity of yarn would yield him the same profit as
before, then the demand-—which is already falling as a result of
the rising price of the raw material of the yarn—would fall still
further because of the artificial rise which is due to the higher profit.
Although, o~ an averace the rate of profit is given, it is not possible in
such cases to raise the price in this way.

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

It would be possible for the wages to rise but for constant capital
to fall in terms of value, not in physical terms. If the rise and fall
were proportional on both sides, the rate of profit could remain
unchanged. For instance, if the constant capital were £60, wages
40 and the rate of surplus value 50%, then the product would be
120. The rate of profit would be 20%. If the constant capital fell
to 40, although its volume [in physical terms] remained un-
changed, and wages rose to 60, while the surplus value fell from
50% to 33'/5%, then the product would be 120 and the rate of
profit 20. This is wrong. According to the assumption, the total
value of the quantity of labour employed=£60. Hence, if the wage
rose to 60, surplus value and therefore the rate of profit would
be 0. But if it did not rise to such an extent, then any rise in the
wage would bring about a fall in the surplus value. If wages rose
to 50, then the surplus value=£10, if {they rose] to £45, then [the
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surplus value would be] 15, etc. Under all circumstances,
therefore, the surplus value and the rate of profit would fall to the
same degree. For we are measuring the unchanged total capital
here. While the magnitude of the capital (the total capital) remains
the same the rate of profit must always rise and fall, not with the
rate of surplus value but with the ABSOLUTE AMOUNT OF SURPLUS VALUE.
But if, in the above example, the flax fell so low that the amount
which the same number of workers were spinning could be bought
for £40, then we would have the following:

Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
£40 50 10 100 90 111/9%

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

Constant Variable Surplus Value of | Capital Rate of
capital capital value the product advanced profit
30 50 10 90 80 121/5%
Supposing:
Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
20 50 10 80 70 142/,%

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

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

In this case the two movements cancel each other out entirely.
[X1I-643] Assume further:

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

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

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

Constant Variable Surplus Value of Capital Rate of
capital capital value the product advanced profit
3019/,4 693/,5 231/,4 1231/, 100 231/,3%

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

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

*“In a former part of this work, we discussed the effects of the division of
capital into fixed and circulating, or rather into durable and perishable capital, on the
prices of commodities. We shewed that two manufacturers might employ precisely
the same amount of capital, and might derive from it precisely the same amount of
profits, but that they would sell their commodities for very different sums of
money, according as the capitals they employed were rapidly, or slowly, consumed
and reproduced. The one might sell his goods for £4,000, the other for £10,000,
and they might both employ £10,000 of capital, and obtain 20% profit, or £2,000.
The capital of one might consist, for example, of £2,000 circulating capital, to be
reproduced, and £8,000 fixed, in buildings and machinery; the capital of the other,
on the contrary, might consist of £8,000 of circulating, and of only 2,000 fixed
capital in machinery, and buildings. Now, if each of these persons were to be taxed
ten per cent on his income, or £200, the one, to make his business yield him the
general rate of profit, must raise his goods from £10,000 to £10,200; the other would
also be obliged to raise the price of his goods from £4,000 to £4,200. Before the
tax, the goods sold by one of these manufacturers were 21/, times more valuable
than the goods of the other; after the tax they will be 2.42 times more valuable: the
one kind will have risen two per cent; the other five per cent: consequently a tax
upon income, whilst money continued unaltered in value, would alter the relative
prices and value of commodities” * ([pp.] 234-35).

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

In the same cuarrer he says:

*“If a country were not taxed, and money should fall in value, its abundance in
every market” * //here [he expresses] the absurd notion that *a fall in the value of
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money ought to be accompanied by its abundance in every market// [XII-644]
“would produce similar effects in each. If meat rose 20 per cent, bread, beer,
shoes, labour, and every commodity, would also rise 20 per cent; it is necessary they
should do so, to secure to each trade the same rate of profits. But this is no longer
true when any of these commodities is taxed; if, in that case they should all rise in
proportion to the fall in the value of money, profits would be rendered unequal; in the
case of the commodities taxed, profits would be raised above the general level and
capital would be removed from one employment to another, till an equilibrium of profits was
restored, which could only be, after the relative prices were altered” * ([pp. 236-137).

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

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

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

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

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

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

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

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

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

If one assumes, that as a result of the lowering of the price of
grain, wages fell by /s, then the same number of workers employed
on a constant capital of £80, that is on the same amount of raw
material and machinery, would now cost only 15. And the same
amount of commodities would be worth 80c¢+15v+15s since,
according to the assumption, the quantity of labour which they
perform=£30. Thus the value of the same amount of
commodities=110, as before. But the capital advanced would
now amount only to 95 and 15 on 95=15"%/,0%. If, however,
the same amount of capital were laid out, that is 100,
then the ratio would be: 84%,9c+15"%/;gv. The profit, however,
would be 15'%/,5. And the value of the product would amount to
£115%/14. According to the assumption, however, the AGRICULTURAL
capital=60c¢+40v and the value of its product=120. Rent=10,
while the cost price=110. Now the rent=only 4*,5. For
l 1515/1g+44/1g=£120.

We see here that the average capital of 100 produces
commodities at a cost price of 115%/,4 instead of the previous 110.
Has this caused the average price of the commodity to rise? Its

3-733



24 . The Production Process of Capital

value has remained the same, since the same amount of labour is
required to transform the same amount of raw material and
machinery into product. But the same capital of 100 sets in motion
more labour, and while previously it transformed 80, now it
transforms 84%/;5 constant capital into product. A greater propor-
tion of this labour is, however, now unpaid. Hence there is an
increase in profit and in the total value of the commodities
produced by £100. The value of the individual commodity has
remained the same, but more commodities at the same value are
being produced with a capital of 100. What is however the
position of the cost price in the individual TrADES?

Let us assume that the NoN-acrRicULTURAL capiTaL consisted of the
following capitals:

Difference

Product between value
and cost price

1) 80c+20v In order =110 (value=110) =0
2) 60c¢+40y to sell at =110 (value=120) =—10
3) 85¢c+15y the same =110 (value=107Yy) =+2/

4) 95c+ By SOSLPTICES  _ 1y (value=1021/y) =+71/y

Thus the average
capital=80c¢+20v

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

[X1I-646] But what would be the situation as a result of the fall
in wages by '/s?

For capital 1). Instead of 80c¢+20v, [the outlay is] now
84%/19c+ 15" /190, profit 15"/19, value of the product 115'%/,o.

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

For capital 3). Now only 11'/, [laid out] in wages, for '/, of
15=3%, and 15—3%,=11"/,. The product would be 85¢+11'/sv
and the surplus value equal to 11'/. (Value of the labour
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applied=22%,) On a capital of 96'/. But this [the
wages]=11%/,,%. For 100 the ratio is 88%/,,c+ 11%/,,v. The rate of
profit=1153/77 and [the value of the] product=111 58 0a.

For capital 4). Now only 3%/, laid out in wages, for /4 of 5=1"/,
and 5-1'/,=3%,. The product 95¢+3%,v and the surplus value
equal to 3%/, (for the value of the total labour=7%/4). On a capital
of 98, This [the wages]=3%/,0%. For 100 the ratio is:
96'%/,9c + 3% /,9v. The rate of profit=363/7g. The value [of the
product]= 103%%/5,.

We would therefore have the following:

Rate of Difference

profit Product between
cost price
and value
1) 844/16c+ 1515/,9v  1515/;4 In order =116 (value=11515/;5) =4+ 4/
2) 662/3¢ + 331/5v 333 o sell at =116 (value=1331/3) =—17/g
3) 8824/,,¢+1153/,,v  1153/,, the same =116 (value=11153/7.) =+ 424/,
4) 9616/,9c+363/;90  363/59 cost prices =116 (value=10363/79) =+1216/9
Total: 400 64 (to the nearest whole number)

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

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

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

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

**“I hope I have made it sufficiently clear, that until a country is cultivated in
every part, and up to the highest degree, there is always a portion of capital employed
on the land which yields no rent, and” (!) “that it is this portion of capital, the result
of which, as in manufactures, is divided between profits and wages that regulates the
price of corn. The price of corn, then, which does not afford a rent, being
influenced by the expenses of its production, those expenses cannot be paid out of
rent. The consequence therefore of those expenses increasing, is a higher price,
and not a Jower rent”* (lL.c., [p.] 293).

Since absolute rent is equal to the excess of the value of the
acricuLTURAL product over its price of production, it is clear that all
factors which reduce the total quantity of labour required in the
production or corn, etc., reduce the rent, because they reduce the
value, hence the excess of the value over the price of production.
In so far as the price of production consists of exrenses, its fall is
identical and goes hand in hand with the fall in value. But in so
far as the price of production (or the EXPENSES)=THE CAPITAL
ADVANCED+the AVERAGE PROFIT, the very reverse is the case. The
market value of the product falls, but that part of it, which=the
price of production, rises, if the general rate of profit rises as a
result of the fall in the market value of corn. The rent, therefore,
falls, because the Expensis in this sense rise—and this is how
Ricardo takes expenses elsewhere, when he speaks of cost orF
PRODUCTION. Improvements in agriculture, which bring about an
increase in constant capital as compared with variable, would
reduce rent considerably, even if the total quantity of labour
employed fell only slightly, or so slightly that it did not influence
wages (surplus value, directly) at all. Suppose, as a result of such
improvements, the composition of the capital altered from
60c+40v to 66%5c+33'sv (this might occur, for example, as a
result of rising wages, caused by emigration, war, discovery of new
markets, PROSPERITY IN THE NON-AGRICULTURAL INDUSTRY, [or it could
occur as a result of the) competition of foreign corn, the farmer
might feel impelled to find means of employing more constant
capital and less variable; the same circumstances could continue to
operate after the introduction of the improvement and wages
therefore might not fall despite the improvement). [XI11-648] Then
the value of the acricurTuraL PrRODUCT Would be reduced from 120 to
116%/,, that is by 3'/5. The rate of profit would continue to be 10%.
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The rent would fali from 10 to 6%s and, moreover, this reduction
would have taken place without any reduction whatsoever in
wages.

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

The absolute rent can fall, because the value of acricuLTURAL
rropuct falls and the general rate of profit rises. It can fall, because
the value of the acricuLTuraL PRODUCE falls as a result of a
fundamental change in the orcanic composiTiON OF caritaL, without the
rate of profit rising. It can disappear completely, as soon as the
value of the acricuLTURAL PRODUCE becomes=the cosi price, in other
words when the acricuLTuraL cariTaL has the same composition as
[he NON-AGRICULTURAL AVERAGE CAPITAL.

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

Even when admitting that there may be no portion of rano
which does not pay a rent, Ricardo believes that by referring to
the fact that at least some portion of the capital emrLovep on the
LAND pays no rent he substantially improves his case. The one rFact
is as irrelevant to the theory as the other. The real question is this:
Do the products of these lands or of this capital regulate the
market value? Or must they not rather sell their products below
their value, because their abprrionar suerLy 1s only saleable at, not
above, this market value which is regulated without them. So far as
the portion of capital is concerned, the matter is simple, because
for the rarMer who invests an aopitroNaL amount of capital LANDED
PROPERTY does not exist and as a capitalist he is only concerned with
the cost price; if he possesses the abpirionaL capital, it is more
advantageous for him to invest it on his rarm, even below the
AVERAGE PROFIT, than to lend it out and to receive only interest and no
profit. So far as the land is concerned, those portions of land
which do not pay a rent form component parts of estates that pay
rent and are not separable from the estates with which they are
let; they cannot however be ler in isolation from the rest to a
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CAPITALIST FARMER (but perhaps to a COTTIER Or tO a SMALL CAPITALIST). In
relation to these bits of land, the rarmer is again not confronted by
“LaNDED PROPERTY’. Alternatively, the rpropriETOR must cultivate the
land himself. The rarmer cannot pay a rent for it and the LanpbLorp
does not let it for nothing, unless he wants to have his land made
arable in this fashion without incurring any expense.

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

In the same Cu. XVII, Ricardo says:

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

Thls assertion, THAT EVERY PORTION OF CAPITAL IS EMPLOYED WITH THE SAME
resuLTs and that none pays rent (which 1s, however, called sureLus
rrOFIT here) is not only wrong, but has been refuted by Ricardo
himself [XII-650]'® as we have seen previously.”

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

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

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

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

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

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

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

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



Theories of Surplus Value. Ricardo 33

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

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

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

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

Ricardo simply answers that this is how matters are in capitalist
production. Not only does he fail to solve the problem; he does
not even realise its existence in Adam Smith’s work. In conformity
with the whole arrangement of his investigation, Ricardo is
satisfied with demonstrating that the changing value of labour—in
short, wages—does not invalidate the determination of the value
of the commodities, which are distinct from labour itself, by the
relative quantity of labour contained in them.  ThEy 4RE NOT EQUAL”,
that 1S ““THE QUANTITY OF LABOUR BESTOWED ON A COMMODITY, AND THE QUANTITY
OF LABOUR WHICH THAT COMMODITY wouLD PURCHASE”. He contents himself
with stating this fact. But how does the commodity labour differ
from other commodities? One is living labour and the other
objectified labour. They are, therefore, only two different forms of
labour. Since the difference is only a matter of form, why should a
law apply to one and not to the other? Ricardo does not
answer—he does not even raise this question.

Nor does it help when he says:

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

That the erice oF LaBour, like that of other commodities, changes
with pemanp and surrLy proves nothing in regard to the varue or
LABOUR, according to Ricardo, just as this change of price with sueeLy
and peManp proves nothing in regard to the vaLUE oF OTHER
commopiTies. But that the *“waces oF LaBour”—which is only another
expression for the vaLue of Laovr—are affected by “THE VARYING PRICE
OF FOOD AND OTHER NECESSARIES, ON WHICH THE WAGES OF LABOUR ARE EXPENDED”,
shows just as little why the vaLuEe oF LaBour is (or appears to be)
determined differently from the varue of other commobities. For

a See this volume, pp. 210-11.— Ed
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these too are affected by the vARYING PRICE OF OTHER COMMODITIES WHICH
ENTER INTO THEIR PRODUCTION, AGAINST WHICH THEY ARE EXCHANGED. And after
all, the EXPENDITURE OF THE WAGES OF LABOUR UPON FOOD AND NECESSARIES
means nothing other than the ExcrHance of the vaLUE OF LABOUR
AGAINST FOOD AND NECEssARIES. The question is just why rasour and the
commaodities against which it is exchanged, do not exchange according
to the law of value, according to the relative quantities of
labour.

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

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

[XI1-652] Wakefield is right when he says:

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

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

2) Value of Labour Capacity. Varue or Lasour

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

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

*“Not only the labour applied immediately to commodities affects their value, but
the labour also which is bestowed on the implements, tools, and buildings, with which
such labour is assisted” * [Ricardo, On the Principles of Political Economy..., 3rd ed.,
London, 1821, p. 16].

2 See this volume, pp. 258 et seq.— Ed
b Ibid., pp. 334-39.—Ed
¢ Cf. ibid., p. 36.— Ed
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Thus the value of a commodity is equally determined by the
quantity of objectified (past) labour and by the quantity of living
(immediate) labour required for its production. In other words: the
quantities of labour are in no way affected by the formal difference
of whether the labour is objectified or living, past or present
(immediate). If this difference is of no significance in the
determination of the value of commodities, why does it assume
such decisive importance when past labour (capital) is exchanged
against living labour? Why should it, in this case, invalidate the law
of value, since the difference in itself, as shown in the case of
commodities, has no effect on the determination of value? Ricardo
does not answer this question, he does not even raise it.

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

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

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

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

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

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

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

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

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

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

[pp-] 50-51).

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

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

As waces=the Necessaries for the LaBourer, and the value of these
waces (the reaL waces)=the value of these NecEssarigs, it is obvious
that the value of these necessarizs=the reaL waces,=the labour which
they can command. If the value of the necessaries changes, then the
value of the reaL waces changes. Assume that the Necessaries of the
labourer consist only of corn, and that the quantity of means of
subsistence which he requires is 1 gr of corn per month. Then the
value of his wages=the value of 1 qr of corn; if the value of the qr

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

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

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

Adam Smith errs when he concludes from the fact that a
definite quantity of labour is excuanceaeie for a definite quantity of
use value, that this definite quantity of labour is the measure of
value and that it always has the same value, whereas the same
quantity of use value can represent very different exchange values.
But Ricardo errs twice over; firstly because he does not
understand the problem which causes Adam Smith’s errors;
secondly because disregarding the law of value of commodities
and taking' refuge in the Law oF suppLy AND DEMaND, he himself
determines the wvalue of labour, not by the quantity of labour
BESTOWED UPON THE FORCE OF LABOUR, BUT UPON THE WAGES ALLOTTED TO THE
LaBoURER. Thus 1N FacT he says: The value of labour is determined
by ‘the value of the money which is paid for it! And what
determines this? What determines the amount of money that is
paid for it? The quantity of use value that a given amount of
labour commands or the quantity of labour that a definite quantity
of use value commands. And thereby he falls literally into the very
inconsistency which he himself condemned in Smith.

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

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

2 Vicious circle.— Ed.

4-733
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The surplus value depends on how much less it is. For example,
1 qr corn=25 working days. Then the surplus value=5 working
days='/; of the total labour time. If 1 qr (8 susnELs)=25 working
days, then 30 working days=1 qr 13/5 BusneLs. The value of the 30
working days (i.e. the wage) is therefore always smaller than the
value of the product which contains the labour of 30 working
days. The value of the corn is thus determined not by the
[X1I-655] labour which it commands, for which it exchanges, but
by the labour which is contained in it. On the other hand, the
value of the 30 days’ labour is always determined by 1 qr corn,
whatever this may be.

3) Surplus Value

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

This definition, moreover, necessarily follows from his theory.
Since the vaLue oF LaBour is determined by the varve of the necessary
means of subsistence on which this vaLue 1s To BE Exeenpep, and the
VALUE OF NECESSARIES, LIKE THAT OF ALL OTHER COMMODITIES, IS DETERMINED BY THE
QUANTITY OF LABOUR BESTOWED UPON THEM, it naturally follows THAT THE
VALUE OF LABOURS=THE VALUE OF NECESSARIES= THE QUANTITY OF LABOUR BESTOWED
UPON THESE NECESSARIES.

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

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

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

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

{XI1-656] It is obvious that if the labourer needed his whole day
to produce his own means of subsistence (i.e. commodities equal to
the value of his own means of subsistence), there could be no
surplus value, and therefore no capitalist production and no wage
labour. This can only exist when the productivity of social labour
is sufficiently developed to make possible some sort of excess of
the total working day over the labour time required for the
reproduction of the waces—i.e. surplus labour, whatever its mag-
nitude. But it is equally obvious, that with a given labour time ([a
given] length of the working day) the productivity of labour may
be very different, on the other hand, with a given productivity of
labour, the labour time, the length of the working day, may be
very different. Furthermore, it is clear that though the existence
of surplus labour presupposes that the productivity of labour has
reached a certain level, the mere possibility of this surplus labour
(i.e. the existence of that necessary minimum productivity of
labour), does not in itself make it a reality. For this to occur, the
labourer must first be compelled to work beyond the limits {of
necessary labour], and this compulsion is exerted by capital. This is
missing in Ricardo’s work, and therefore also the whole struggle
over the regulation of the normal working day.

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

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

Let the necessary labour time=10, the surplus labour=2, and
the total working day=12 hours. If the necessary labour time=12,
the surplus labour=2%; and the total working day=14%s hours,
then the values produced would be very different. In the first case
[they]=12 hours, in the second=14%5 hours. Similarly, the
absolute magnitude of the surplus value: In the former case [it]=2
hours, in the latter=2%5. And yet the rate of surplus value or of
surplus labour would be the same, because 2:10=2%/5:12. If, in the
second case, the variable capital which is laid out were greater,
then so also would be the surplus value or surplus labour
appropriated by it. If in the latter case, the surplus labour were to
rise by */5 hours instead of by /5 hours, so that it=3 hours and the
total working day=15 hours, then, although the necessary labour
time or the minimum wage had increased, the rate of surplus value
would have risen, for 2:10="/; but 3:12="/,. Both could occur if,
as a result of the corn, etc., becoming dearer, the minimum wage
had increased from 10 to 12 hours. Even in this case, therefore,
not only might the rate of surplus value remain the same, but the
aMouNt and rate of surplus value might grow. But let us suppose
that the necessary wage=10 hours, as previously, the surplus
labour=2 hours and all other conditions remained the same (that
is, leaving out of account here any lowering in the production
costs of constant capital). Now let the labourer work 22/, hours
longer, and appropriate 2 hours, while the %5 forms surplus
labour. In this case wages and surplus value would increase in
equal proportion, the former, however, representing more than
the necessary wage or the necessary labour time.

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

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

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

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

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

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

In discussing surplus value we have distinguished between
surplus value and the rate of surplus value. Considered in relation
to one working day, the surplus value=the absolute number of
hours which it represents, 2, 3, etc. The rate=the proportion of
this number of hours to the number of hours which makes up the
necessary labour time. This distinction is very important, because
it indicates the varying length of the working day. If the surplus
value=2, then [the rate]='/;, if the necessary labour time=10; and
'/6, if the necessary labour time=12. In the first case the working
day=12 hours and in the second=14. In the first case the rate of
surplus value is greater, while at the same time the labourer works
a smaller number of hours per day. In the second case the rate of
surplus value is smaller, the value of the labour capacity is greater,
while at the same time the labourer works a greater number of
hours per day. This shows that, with a constant surplus value (but
a working day of unequal length), the rate of surplus value may be
different. The earlier case, 10:2 and 9:1%5, shows how with a
constant rate of surplus value (but a working day of unequal
length), the surplus value itself may be different (in one case
2[hours) and in the other 1%j).

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

2 See present edition, Vol. 30, pp. 185-90.— Ed
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1 working day gives me 2 surplus hours, then 12 working days
give me 24 surplus hours or 2 surplus days. The statement,
however, becomes very important in connection with the determi-
nation of profit, which is equal to the proportion of surplus value
to the capital advanced, thus depending on the absolute amount of
surplus value. It becomes important because capitals of equal size
but different organic composition employ unequal numbers of
labourers; they must thus produce unequal amounts of surplus
value, and therefore unequal profits. With a falling rate of surplus
value, the profit may rise and with a rising rate of surplus value,
the profit may fall; or the profit may remain unchanged, if a rise
or fall in the rate of surplus value is compensated by a counter
movement affecting the number of workers employed. Here we
see immediately, how extremely wrong it is [X1I-658] to identify
the laws relating to the rise and fall of surplus value with the laws
relating to the rise and fall of profit. If one merely considers the
simple law of surplus value, then it seems a tautology to say that
with a given rate of surplus value (and a given length of the
working day), the assoLute amounT of surplus value depends on the
amount of capital employed. For an increase in this amount of
capital and an increase in the number of labourers simultaneously
employed are, on the assumption made, identical, or merely
[different] expressions of the same fact. But when one turns to an
examination of profit, where the amount of the total capital
employed and the number of workers employed vary greatly for
capitals of equal size, then the importance of the law becomes
clear.

Ricardo starts by considering commodities of a given value, that is
to say, commodities which represent a given quantity of labour.
And from this starting-point, absolute and relative surplus value
appear to be always identical. (This at any rate explains the
one-sidedness of his mode of procedure and corresponds with his
whole method of investigation: to start with the wvalue of the
commodities as determined by the definite labour time they -
contain, and then to examine to what extent this is affected by
wages, profits, etc.) This appearance is nevertheless false, since it is
not a question of commodities here, but of capitalist production,
of commodities as products of capital. Assume that a capital
employs a certain number of workers, for example 20, and that
wages=£20. To simplify matters let us assume that the fixed
capital=0, i.e. we leave it out of account. Further, assume that
these 20 workers spin £80 of cotton into yarn, if they work 12
hours per day. If 1 1b. of cotton costs 1 s. then 20 lbs cost £1 and
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£80=1,600 Ibs. If 20 workers spin 1,600 Ibs in 12 hours, then
[they spin] “*°/;; Ibs=133'/5 Ibs in 1 hour. Thus, if the necessary
labour time=10 hours, then the surplus labour time=2 [hours]
and this=2662/5 lbs yarn. The value of the 1,600 lbs would=£104.
For if 10 hours of work=£20, then 1 hour of work=£2 and
2 hours of work=£4, hence 12=24. (80+24=£104.) But if each of
the workers worked 4 hours of surplus labour, then their
product=£8 (I mean the surplus value which they create—their
product 1IN ract=£28'"). The total product=£1211/5.18 And this
£121Y/5=1,866%/5 Ibs of yarn. As before, since the conditions of
production remained the same, 1 lb. of yarn would have the same
value; it would contain the same amount of labour time.
Moreover, according to the assumption, the necessary wages—
their value, the labour time they contained —would have remained
CONSTANT.

Whether these 1,866 %/5 lbs of yarn were being produced under
the first set of conditions or under the second, i.e. with 2 or with
4 hours surplus labour, they would have the same value in both
cases. The value therefore of the additional 266%; lbs of cotton
that are spun, is £13 6%ss. This, added to the £80 for the
1,600 Ibs, amounts to £93 6%/ss. and in both cases 4 working
hours more for 20 men=£8. Altogether £28 for the labour, that is
£121 6%ss. The wages are, in both cases, the same. The 1b. of yarn
costs in both cases 13/15s. Since the value of the Ib. of cotton=1s.,
what remained for the newly added labour in 1 lb. of yarn would
in both cases amount to */0s.=3%%d. (or '%/sd.). Nevertheless,
under the conditions assumed, the relation between value and
surplus value in each lb. of yarn would be very different. In the
first case, since the necessary labour=£20 and the surplus
labour=£4, or since the former=10 hours and the latter=2 hours,
the ratio of surplus labour to necessary labour=2:10=%/,0="/s.
(Similarly £4:£20="/50='/5.) The 3%/sd. in a lb. of yarn would in
this case contain !/5 unpaid labour="%/g5d. or "?/osf.=2%/55f. In the
second case, on the other hand, the necessary labour=£20
(10 working hours), the surplus labour=£8 (4 working hours).
The ratio of surplus labour to necessary labour=
=8:20=%/30=%10=%/s. Thus the 33/d. in a Ib. of yarn would
contain ?/5 unpaid labour, i.e. 5%/f. or 1d. 1'9yf. [XII-659]
Although the yarn has the same value in both cases and although
the same wages are paid in both cases, the surplus value in a 1b.
of yarn is in one case twice as large as in the other. The ratio of
value of labour to surplus value is of course the same in the
individual commodity, that is, in a portion of the product, as in
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the whole product. In the one case, the capital advanced=£93
6%/ss. for cotton, and how much for wages? The wages for 1,600
1bs=£20 here, hence for the additional 266%s 1lbs=£3!/s.
This: makes £23'/5. And the total capital outlay is £93
62/ss.+£23"/s=£116 13'/ss. The product=£121 6%/ss. (The addi-
tional outlay in [variable] cagital, of £3Y/s, only vyields 13Y/ss.
surplus value. £20:£4=£3"/5:£%/3=18"/ss. (£'/s=4s.)

In the other case, however, the capital outlay would amount to
only £93 6%/s[s.]+£20=[£]113 6%s[s.] and £4 would have to be
added to the £4 surplus value. The same number of lbs of yarn
are produced in both cases and both have the same value, that is
to say, they represent equal total quantities of labour, but these
equal total quantities of labour are set in motion by capitals of
unequal size, although the wages are the same; but the working
days are of unequal length and, therefore, unequal quantities of
unpaid labour are produced. Taking the individual lb. of yarn, the
wages paid for it, or the amounts of paid labour a pound contains,
are different. The same wages are spread over a larger volume of
commodities here, not because labour is more productive in the
one case than in the other, but because the total amount of unpaid
surplus labour which is set into motion in the one case is greater
than in the other. With the same quantity of paid labour,
therefore, more lbs of yarn are produced in the one case than in
the other, although in both cases the same quantities of yarn are
produced, representing the same quantity of total labour (paid
and unpaid). If, on the other hand, the productivity of labour had
increased in the second case, then the value of the lb. of yarn
would at all events have fallen (whatever the ratio of surplus value
to variable capital).

In such a case, therefore, it would be wrong to say that—
because the value of the lb. of yarn=1s. 3%/.d., the value of the
labour which is added is also fixed and=3%/d., and the wages, i.e.
the necessary labour time, remain, according to the assumption,
unchanged—the surplus value [must] be the same and the
2 capitals under otherwise equal conditions would have produced
the yarn with equal profits. This would be correct if we were
concerned with 1 1lb. of yarn, but we are in fact concerned here
with a capital which has produced 1,866%5 lbs yarn. And in order
to know the amount of profit (actually of surplus value) on one
Ib., we must know the length of the working day, or the quantity
of unpaid labour (when the productivity is given) that the capital
sets in motion. But this information cannot be gathered by looking
at the individual commodity.
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Thus Ricardo deals only with what I have called the relative
surplus value. From the outset he assumes, as Adam Smith and his
predecessors seem to have done as well, that the length of the
working day is given. (At most, Adam Smith mentions differences in
the length of the working day in different branches of labour,
which are levelled out or compensated by the relatively greater
intensity of labour, difficulty, unpleasantness, etc.) On the basis of
this postulate Ricardo, on the whole, explains relative surplus
value correctly. Before we give the principal points of his theory,
we shall cite a few more passages to illustrate Ricardo’s point of
view.

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

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

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

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

a Instrumental materials.— Ed



Theories of Surplus Value. Ricardo 51

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

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

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

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

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

*“Wages and profits taken together will continue always of the same value” *
(pp. 490(-911).

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

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

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

4) Relative Surplus Value

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

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

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

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

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

The value of wages has to be reckoned not according to the
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quantity of the means of subsistence received by the worker, but
according to the quantity of labour which these means of
subsistence cost (in fact, the proportion of the working day which
he appropriates for himself), that is according to the relative share
of the total product, or rather of the total value of this product,
which the worker receives. 1t is possible that, reckoned in terms of
use values (quantity of commodities or money), his wages rise (as
productivity increases) and yet the value of the wages may fall and
vice versa. It is one of Ricardo’s great merits that he examined
relative or proportionate wages, and established them as a definite
category. Up to this time, wages had always been regarded as
something simple and consequently the worker was considered an
animal. But here he is considered in his social relationships. The
position of the classes to one another depends more on
PROPORTIONATE WAGES than on the ABSOLUTE AMOUNT OF WAGES.

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

**“The value of the deer, the produce of the hunter’s day’s labour, would be
exactly equal to the value of the fish, the produce of the fisherman’s day’s labour.
The comparative value of the fish and the game, would be entirely regulated by
the quantity of labour realised in each; whatever might be the quantity of production, or
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