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Preface

Volume 37 of the Collected Works of Marx and Engels contains
Volume III of Capital, and Preface and Supplement to Capital, Vol-
ume Three, by Engels.

Volume 111 deals with thé process of capitalist production as
a whole.

The present English edition follows the first German edition of
1894 edited by Engels. Errors and misprints found in the first German
edition have been corrected. Figures and other data have been
checked and set right where necessary. Quotations from different
sources have been ascertained; those from English and American
authors were checked with the original publications and given
according to the 1894 German edition. Quotations in French, Latin
and Greek are given in English translation. Bibliographical footnotes
are based on Marx’s excerpts and preparatory material.

The author’s footnotes are marked by superior numbers with
a round bracket, as distinct from editors’ notes marked merely by
numbers and footnotes indicated by index letters. Engels’ insertions
and footnotes are, as a rule, marked by his initials and placed into
double oblique lines.

Foreign words and expressions are italicised and retained in the
form used in the original with translation in the footnote where neces-
sary. English words and expressions used by Marx and Engels are set
in small caps, longer passages are placed in asterisks.

The volume was compiled and the preface, notes and indexes writ-
ten by Tatyana Andrushchenko and Izora Kazmina; Mikhail Ter-
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novsky took part in editing the volume (Russian Independent Insti-
tute of Social and National Problems).

The present English edition is based on the 1958 publication of
Capital by the Foreign Languages Publishing House, Moscow, in
which extensive use was made of the English translation by Ernest
Untermann printed by Charles H. Kerr & Co., Chicago, 1909.

The volume was prepared for the press by Yelena Chistyakova,
Margarita Lopukhina and Maria Shcheglova (Progress Publishing
Group Corporation).



KARL MARX

CAPITAL

A CRITIQUE OF POLITICAL ECONOMY

VOLUME III

BOOK THREE

THE PROCESS
OF CAPITALIST PRODUCTION AS A WHOLE

Edited by Frederick Engels






Das Kapital.

Kritik der politischen Oekonomie.

Karl Marx.

Dritter Band, ¢rter Theil,

Bach III:
Der Gesammiprocess der kapitallstischen Produktion.
Kapitel T s XXVIIL

Herausgegeben von Friedrich Engels.

Daas Becht dsr L'ebersetrung ist vorbehslten.

i[«;.« Lones wl/w

P74 yZ%w/ : Z‘Cﬁ’%

Hasmburg
Verlag von Otto Meissner.
1894.

Title page of the first German edition
of Vol. T, 1, of Capital






Frederick Engels

PREFACE

At last I have the privilege of making public this third book of
Marx’s main work, the conclusion of the theoretical part.! When 1
published the second volume, in 1885, I thought that except for a few,
certainly very important, sections the third volume would probably
offer only technical difficulties. This was indeed the case. But I had no
idea at the time that these sections, the most important parts of the
entire work, would give me as much trouble as they did, just as I did
not anticipate the other obstacles, which were to retard completion
of the work to such an extent.

Next and most important of all, it was my eye weakness which for
years restricted my writing time to a minimum, and which, even now,
permits me to write by artificial light only in exceptional cases. Fur-
thermore, there were other pressing labours which could not be
turned down, such as new editions and translations of Marx’s and my
own earlier works, hence reviews, prefaces, and supplements, often
impossible without fresh study, etc. Above all, there was the English
edition of the first volume of this work, for whose text I am ultimately
responsible and which consequently consumed much of my time.?
Whoever has in any way followed the colossal growth of international
socialist literature during the last ten years, particularly the great
number of translations of Marx’s and my own earlier works, will
agree with me that I have been lucky that the number of languages in
which I could be of help to the translators, and therefore could not re-
fuse in all conscience to review their work, is very limited. But the
growth of literature was merely indicative of a corresponding growth
of the international working-class movement itself. And this imposed
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new obligations upon me. From the first days of our public activity it
was Marx and I who shouldered the main burden of the work as go-
betweens for the national movements of socialists and workers in the
various countries. This work expanded in proportion to the expan-
sion of the movement as a whole. Up to the time of his death, Marx
had borne the brunt of the burden in this as well. But after his death
the ever-increasing bulk of work had to be done by myself alone. Since
then it has become the rule for the various national workers’ parties
to establish direct contacts, and this is fortunately ever more the case.
Yet requests for my assistance are still far more frequent than I would
wish in view of my theoretical work. But if a man has been active in
the movement for more than fifty years, as I have been, he regards
the work connected with it as a bounden duty that brooks no delay.
In our eventful time, just as in the 16th century, pure theorists on so-
cial affairs are found only on the side of reaction and for this reason
these gentlemen are not even theorists in the full sense of the word,
but simply apologists of reaction.

In view of the fact that I live in London my party contacts are
limited to correspondence in winter, while in summer they are
largely personal. This fact, and the necessity of following the
movement in a steadily growing number of countries and a sull
more rapidly growing number of press organs, have compelled
me to reserve matters which permit no interruption for completion
during the winter months, and primarily the first three months of
the year. When a man is past seventy his Meynert’s association
fibres of the brain function with a certain annoying prudence. He no
longer surmounts interruptions in difficult theoretical problems
as easily and quickly as before. It came about therefore that the
work of one winter, if it was not completed, had to be largely begun
anew the following winter. This was the case with the most difficult
fifth part.

As the reader will observe from the following, the work of editing
the third volume was essentially different from that of editing the sec-
ond. In the case of the third volume there was nothing to go by out-
side a first extremely incomplete draft. The beginnings of the various
parts were, as a rule, pretty carefully done and even stylistically pol-
ished. But the farther one went, the more sketchy and incomplete
was the analysis, the more excursions it contained into arising side-
issues whose proper place in the argument was left for later decision,
and the longer and more complex the sentences, in which thoughts
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were recorded in statu nascendi.® In some places handwriting and pre-
sentation betrayed all too clearly the outbreak and gradual progress
of the attacks of ill health, caused by overwork, which at the outset ren-
dered the author’s work increasingly diflicult and finally compelled
him periodically to stop work altogether. And no wonder. Between
1863 and 1867, Marx not only completed the first draft of the two last
volumes of Capital and prepared the first volume for the printer, but
also performed the enormous work connected with the founding and
expansion of the International Workingmen’s Association. As a re-
sult, already in 1864 and 1865 ominous signs of ill health appeared
which prevented Marx from personally putting the finishing touches
to the second and third volumes.

I began my work by dictating into readable copy the entire man-
uscript, which was often hard to decipher even for me. This alone re-
quired considerable time. It was only then that I could start on the
actual editing. I limited this to the essential. I tried my best to pre-
serve the character of the first draft wherever it was sufficiently clear.
I did not even eliminate repetitions, wherever they, as was Marx’s
custom, viewed the subject from another standpoint or at least ex-
pressed the same thought in different words. Wherever my alterations
or additions exceeded the bounds of editing, or where I had to apply
Marx’s factual material to independent conclusions of my own, if
even as faithful as possible to the spirit of Marx, I have enclosed the
entire passage in brackets and affixed my initials. Some of my foot-
notes are not enclosed in brackets; but wherever I have initialled
them I am responsible for the entire note.

As is only to be expected in a first draft, there are numerous allu-
sions in the manuscript to points which were to have been expanded
upon later, without these promises always having been kept. I have
left them, because they reveal the author’s intentions relative to fu-
ture elaboration.

Now as to details.

As regards the first part, the main manuscript was serviceable only
with substantial limitations. The entire mathematical calculation of
the relation between the rate of surplus value and the rate of profit
(which makes up our Chapter III) is introduced in the very begin-
ning, while the subject treated in our Chapter I is considered later
and as the occasion arises. Two attempts at revising, each of them

a at the moment of formation
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eight pages in _folio, were useful here. But even these did not possess
the desired continuity throughout. They furnished the substance for
what is now Chapter I. Chapter II is taken from the main manu-
script. There was a series of uncompleted mathematical calculations
for Chapter II1, as well as a whole, almost complete, notebook dating
from the seventies, which presents the relation of the rate of surplus
value to the rate of profit in the form of equations. My friend Samuel
Moore, who has also translated the greater portion of the first volume
into English, undertook to edit this notebook for me, a work for which
he was far better equipped, being an old Cambridge mathematician.
It was from his summary, with occasional use of the main manu-
script, that I then compiled Chapter II1. Nothing but the title was
available for Chapter I'V. But since its subject-matter, the influence of
turnover on the rate of profit, is of vital importance, I have written it
myself, for which reason the whole chapter has been placed in brack-
ets. It developed in the course of this work that the formula for the
rate of profit given in Chapter I1I required modification to be gener-
ally valid. Beginning with Chapter V, the main manuscript is the sole
source for the remainder of the part, although many transpositions
and supplements were also essential.

As for the following three parts, aside from stylistic editing I was
able to follow the original manuscript almost throughout. A few pas-
sages dealing mostly with the influence of turnover had to be brought
into agreement with Chapter IV, which I had inserted, and are like-
wise placed in brackets® and marked by my initials.

The greatest difficulty was presented by Part V which dealt with
the most complicated subject in the entire volume. And it was just at
this point that Marx was overtaken by one of the above-mentioned
serious attacks of illness. Here, then, was no finished draft, not even
a scheme whose outlines might have been filled out, but only the be-
ginning of an elaboration — often just a disorderly mass of notes, com-
ments and extracts. I tried at first to complete this part, as I had done
to a certain extent with the first one, by filling in the gaps and ex-
panding upon passages that were only indicated, so that it would at
least approximately contain everything the author had intended.
I tried this no less than three times, but failed in every attempt, and
the time lost in this is one of the chief causes that held up this volume.
Atlast I realised that I was on the wrong track. I should have had to

3 In this volume they are replaced by two oblique lines.
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go through the entire voluminous literature in this field, and would in
the end have produced something that would nevertheless not have
been a book by Marx. I had no other choice but to more or less cut
the Gordian knot by confining myself to as orderly an arrangement of
available matter as possible, and to making only the most indispens-
able additions. And so it was that I succeeded in completing the prin-
cipal labours for this part in the spring of 1893.

As for the various chapters, chapters XXI to XXIV were, in the
main, complete. Chapters XXV and XXVI required a sifting of the
references and an interpolation of material found elsewhere. Chapters
XXVII and XXIX could be taken almost completely from the origi-
nal manuscript, but Chapter XXVIII had to be re-arranged in
places. The real difficulty, however, began with Chapter XXX. From
here on it was not only a matter of properly arranging the references,
but of putting the train of thought into proper order, interrupted as it
was at every point by intervening clauses and deviations, etc., and re-
sumed elsewhere, often just casually. Thus, Chapter XXX was put
together by means of transpositions and excisions which were utilised,
however, in other places. Chapter XXXI, again, possessed greater
continuity. But then follows a long section in the manuscript, entitled
“The Confusion”, containing nothing but extracts from parliamen-
tary reports on the crises of 1847 and 1857, in which are compiled state-
ments of twenty-three businessmen and economists, largely on mon-
ey and capital, gold drain, over-speculation, etc., and supplied here
and there with short facetious comments. Practically all the then cur-
rent views concerning the relation of money to capital are represented
therein, either in the answers or in the questions, and it was the “con-
fusion” revealed in identifying money and capital in the money
market that Marx meant to treat with criticism and sarcasm. After
many attempts I convinced myself that this chapter could not be put
into shape. Its material, particularly that supplied with Marx’s com-
ments, was used wherever 1 found an opportune place for it.

Next, in tolerable order, comes what I placed in Chapter XXXII.
But this is immediately followed by a new batch of extracts from par-
liamentary reports on every conceivable thing pertinent to this part,
intermingled with the author’s comments. Toward the end these ex-
tracts and comments are focussed more and more on the movement of
monetary metals and on exchange rates, and close with all kinds of
miscellaneous remarks. On the other hand, the “Precapitalist”
chapter {Chap. XXXVI) was quite complete.
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Of all this material beginning with the “Confusion”, save that
which had been previously inserted, I made up chapters XXXIII to
XXXV. This could not, of course, be done without considerable in-
terpolations on my part for the sake of continuity. Unless they are
merely formal in nature, the interpolations are expressly indicated as
belonging to me. In this way I have finally succeeded in working into
the text all the author’s relevant statements. Nothing has been left
out but a small portion of the extracts, which either repeated what
had already been said, or touched on points which the manuscript
did not treat any further.

The part on ground rent was much more fully treated, although by
no means properly arranged, if only for the fact that Marx found it
necessary to recapitulate the plan of the entire part in Chapter XLII1
(the last portion of the part on rent in the manuscript). This was
all the more desirable, since the manuscript opens with Chapter
XXXVII, followed by chapters XLV to XLVII, and only thereafter
chapters XXXVIII to XLIV. The tables for the differential rent I1
involved the greatest amount of work and so did the discovery that
the third case of this class of rent had not at all been analysed in
Chapter XLIII, where it belonged.

In the seventies Marx engaged in entirely new special studies for
this part on ground rent. For years he had studied the Russian origi-
nals of statistical reports inevitable after the “‘reform’ of 1861 in Rus-
sia and other publications on landownership, had taken extracts from
these originals, placed at his disposal in admirably complete form by
his Russian friends, and had intended to use them for a new version of
this part. Owing to the variety of forms both of landownership and of
exploitation of agricultural producers in Russia, this country was to
play the same role in the part dealing with ground rent that England
played in Book I in connection with industrial wage labour.? He was
unfortunately denied the opportunity of carrying out this plan.

Lastly, the seventh part was available complete, but only as a first
draft, whose endlessly involved periods had first to be dissected to be
made printable. There exists only the beginning of the final chapter.
It was to treat of the three major classes of developed capitalist socie-
ty — the landowners, capitalists and wage labourers— corresponding
to the three great forms of revenue, ground rent, profit and wages,
and the class'struggle, an inevitable concomitant of their existence, as
the actual consequence of the capitalist period.* Marx used to leave
such concluding summaries until the final editing, just before going to
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press, when the latest historical developments furnished him with un-
failing regularity with proofs of the most laudable timeliness for his
theoretical propositions.

Citations and proofs illustrating his statements are, as in the second
volume, considerably less numerous than in the first. Quotations from
Book I refer to pages in the 2nd and 3rd editions. Wherever the man-
uscript refers to theoretical statements of earlier economists, the name
alone is given as a rule, and the quotations were to be added during
the final editing. Of course, I had to leave this as it was. There are on-
ly four parliamentary reports, but these are abundantly used. They
are the following:

1) Reports from Committees (of the Lower House), Volume VIII,
Commercial Distress, Volume II, Part I, 1847-48. Minutes of Evi-
dence.— Quoted as Commercial Distress, 1847-48.

2) Secret Committee of the House of Lords on Commercial
Distress 1847. Report printed in 1848. Evidence printed in 1857
(because considered too compromising in 1848).— Quoted as
C. D. 1848/57.3

3) Report: Bank Acts, 1857.— Ditto, 1858.— Reports of the Com-
mittee of the Lower House on the Effect of the Bank Acts of 1844
and 1845. With evidence.— Quoted as: B. A. (also as B. C.) 1857 or
1858.¢

I am going to start on the fourth volume — the history of the theo-
ry of surplus value— as soon as it is in any way possible.’

In the preface to the second volume of Capital I had to square ac-
counts with the gentlemen who raised a hue and cry at the time be-
cause they fancied to have discovered “in Rodbertus the secret source
and a superior predecessor of Marx”. I offered them an opportunity
to show “what the economics of a Rodbertus can accomplish”; I de-
fied them to show “how an equal average rate of profit can and must
come about, not only without a violation of the law of value, but rath-
er on the very basis of it”.* These same gentlemen who for either
subjective or objective, but as a rule anything but scientific reasons
were then lionising the brave Rodbertus as an economic star of the
first magnitude, have without exception failed to furnish an answer.

2 See present edition, Vol. 36, p. 23.
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However, other people have thought it worth their while to occupy
themselves with the problem.

In his critique of the second volume (Conrads Fahrbiicher, XI, 5,
1885, S. 452-65), Professor W. Lexts took up the question, although
he did not care to offer a direct solution.? He says:

“The solution of the contradiction” (between the Ricardo-Marxian law of value
and an equal average rate of profit) “is impossible if the various classes of commodities
are considered individually and if their value is to be equal to their exchange value,
and the latter equal or proportional to their price.”

According to him, the solution is only possible if

“‘we cease measuring the value of individual commodities according to labour, and
consider only the production of commodities as a whole and their distribution among
the aggregate classes of capitalists and workers.... The working class receives but a cer-
tain portion of the total product,... the other portion, which falls to the share of the cap-
italist class, represents the surplus product in Marxian sense, and accordingly ... the
surplus value. Then the members of the capitalist class divide this total surplus value
among themselves not in accordance with the number of workers employed by them,
but in proportion to the capital invested by each, the land also being accounted for as
capital value.”

The Marxian ideal values determined by units of labour incorpo-
rated in the commodities do not correspond to prices but may be

“regarded as points of departure of a shift which leads to the actual prices. The lat-
ter depend on the fact that equal sums of capital demand equal profits.”

For this reason some capitalists will secure prices higher than the
ideal values for their commodities, and others will secure lower prices.

“But since the losses and gains of surplus value balance one another within the cap-
italist class, the total amount of the surplus value is the same as it would be if all prices
were proportional to the ideal values.”

It is evident that the problem has not in any way been solved here,
but has, though somewhat loosely and shallowly, been on the whole
correctly formulated. And this is, indeed, more than we could have
expected from a man who, like the above author, takes a certain
pride in being a “‘vulgar economist’. It is really surprising when com-
pared with the handiwork of other vulgar economists, which we shall
later discuss. Lexis’ vulgar economy is, anyhow, in a class of its own.
He says that capital gains might, at any rate, be derived in the way in-
dicated by Marx, but that nothing compels one to accept this view.

2 W. Lexis, “Die Marx’sche Kapitaltheorie”.
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On the contrary. Vulgar economy, he says, has at least a more plausi-
ble explanation, namely:

“The capitalist sellers, such as the producer of raw materials, the manufacturer, the
wholesale dealer, and the retail dealer, all make a gain on their transactions by selling
at a price higher than the purchase price, thus adding a certain percentage to the price
they themselves pay for the commodity. The worker alone is unable to obtain a similar
additional value for his commodity; he is compelled by reason of his unfavourable con-
dition vis-a-vis the capitalist o sell his labour at the price it costs him, that is to say, for
the essential means of his subsistence.... Thus, these additions to prices retain their full
impact with regard to the buying wage-worker, and cause the transfer of a part of the
value of the total product to the capitalist class.”

One need not strain his thinking powers to see that this explanation
for the profits of capital, as advanced by ‘“‘vulgar economy’’; amounts
in practice to the same thing as the Marxian theory of surplus value;
that the workers are in just the same ‘“‘unfavourable condition™ ac-
cording to Lexis as according to Marx; that they are just as much the
victims of swindle because every non-worker can sell commodities
above price, while the worker cannot do so; and that it is just as easy
to build up an at least equally plausible vulgar socialism on the basis
of this theory, as that built in England on the foundation of Jevons’s
and Menger’s theory of use value and marginal utility.® 1 even sus-
pect that if Mr. George Bernard Shaw had been familiar with this
theory of profit, he would have likely fallen to with both hands, dis-
carding Jevons and Karl Menger, to build anew the Fabian church of
the future ® upon this rock.

In reality, however, this theory is merely a paraphrase of the Marx-
ian. What defrays all the price additions? It is the workers’ “total
product”. And this is due to the fact that the commodity *“labour”,
or, as Marx has it, labour power, has to be sold below its price. For if
it is a common property of all commodities to be sold at a price higher
than their cost of production, with labour being the sole exception
since it is always sold at the cost of production, then labour is simply
sold below the price that rules in this world of vulgar economy. Hence
the resultant extra profit accruing to the capitalist, or capitalist class,
arises, and can only arise, in the last analysis, from the fact that the
worker, after reproducing the equivalent for the price of his labour
power, must produce an additional product for which he is not
paid —i. e., a surplus product, a product of unpaid labour, or surplus
value. Lexis is an extremely cautious man in the choice of his terms.
He does not say anywhere outright that the above is his own concep-
tion. But if it is, it is plain as day that we are not dealing with one of
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those ordinary vulgar economists, of whom he says himself that every
one of them is “at best only a hopeless idiot”” in Marx’s eyes, but with
a Marxist disguised as a vulgar economist. Whether this disguise has
occurred consciously or unconsciously is a psychological question
which does not interest us at this point. Whoever would care to inves-
tigate this, might also probe how a man as shrewd as Lexis undoubt-
edly is, could at one time defend such nonsense as bimetallism.'?

The first to really attempt an answer to the question was Dr. Con-
rad Schmidt in his pamphlet entitled Die Durchschnittsprofitrate auf
Grundlage des Marx’schen Werthgesetzes, Stuttgart, Dietz, 1889,
Schmidt seeks to reconcile the details of the formation of market
prices with both the law of value and with the average rate of profit.
The industrial capitalist receives in his product, first, an equivalent of
the capital he has advanced, and, second, a surplus product for which
he has paid nothing. But to obtain a surplus product he must advance
capital to production. That is, he must apply a certain quantity of ob-
jectified labour to be able to appropriate this surplus product. For
the capitalist, therefore, the capital he advances represents the quan-
tity of objectified labour socially necessary for him to obtain this sur-
plus product. This applies to every industrial capitalist. Now, since
products are mutually exchanged, according to the law of value, in
proportion to the labour socially necessary for their production, and
since, as far as the capitalist is concerned, the labour necessary for the
manufacture of the surplus product happens to be past labour accu-
mulated in his capital, it follows that surplus products are exchanged
in proportion to the sums of capital required for their production,
and not in proportion to the labour actually incorporated in them.
Hence the share of each unit of capital is equal to the sum of all pro-
duced surplus values divided by the sum of the capitals expended in
production. Accordingly, equal sums of capital yield equal profits in
equal time spans, and this is accomplished by adding the cost price of
the surplus product so calculated, i. e., the average profit, to the cost
price of the paid product and by selling both the paid and unpaid
product at this increased price. The average rate of profit takes shape
in spite of average commodity prices being determined, as Schmidt
holds, by the law of value.

The construction is extremely ingenious. It is completely patterned
after the Hegelian model, but like the majority of Hegelian construc-
tions it is not correct. Surplus product or paid product, makes no dif-
ference. If the law of value is also to be directly valid for the average
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prices, both of them must be sold at prices proportionate to the so-
cially necessary labour required and expended in producing them.
The law of value is aimed from the first against the idea derived from
the capitalist mode of thought that accumulated labour of the past,
which comprises capital, is not merely a certain sum of finished value,
but that, because a factor in production and the formation of profit, it
also produces value and is hence a source of more value than it has it-
self; it establishes that living labour alone possesses this faculty. It is
well known that capitalists expect equal profits proportionate to their
capitals and regard their advances of capital as a sort of cost price of
their profits. But if Schmidt utilises this conception as a means of re-
conciling prices based on the average rate of profit with the law of
value, he repudiates the law of value itself by attributing to it as one
of its co-determinative factors a conception with which the law is
wholly at variance.

Either accumulated labour creates value the same as living labour.
In that case the law of value does not apply.

Orr, it does not create value. In that case Schmidt’s demonstration
is incompatible with the law of value.

Schmidt strayed into this bypath when quite close to the solution,
because he believed that he needed nothing short of a mathematical
formula to demonstrate the conformance of the average price of every
individual commodity with the law of value. But while on the wrong
track in this instance, in the immediate proximity of the goal, the rest
of his booklet is evidence of the understanding with which he drew
further conclusions from the first two volumes of Capital. His is the ho-
nour of independently finding the correct explanation developed by
Marx in the third part of the third volume for the hitherto inex-
plicable sinking tendency of the rate of profit, and, similarly, of ex-
plaining the derivation of commercial profit out of industrial surplus
value, and of making a great number of observations concerning
interest and ground rent, in which he anticipates ideas developed by
Marx in the fourth and fifth parts of the third volume.

In a subsequent article (Neue Zert, 1892-93, Nos. 3 and 4), Schmidt
takes a different tack in his effort to solve the problem.? He contends
that it is competition which produces the average rate of profit by
causing the transfer of capital from branches of production with un-
der-average profit to branches with above-average profit. It is not a

a (. Schmidt, “Die Durchschnittsprofitrate und das Marx’sche Werthgesetz”.
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revelation that competition is the great equaliser of profits. But now
Schmidt tries to prove that this levelling of profits is identical with a
reduction of the selling price of commodities in excess supply to a
magnitude of value which society can pay for them according to the
law of value. Marx’s analyses in the book itself are ample evidence
why this way, too, could not lead to the goal.

After Schmidt P. Fireman tackled the problem (Conrads Fahrbiicher,
dritte Folge, I1I, 1891, S. 793).2 I shall not go into his remarks on
other aspects of the Marxian analysis. They rest upon the false as-
sumption that Marx wishes to define where he only investigates, and
that in general one might expect fixed, cut-to-measure, once and for
all applicable definitions in Marx’s works. [t is self-evident that where
things and their interrelations are conceived, not as fixed, but as
changing, their mental images, the ideas, are likewise subject to
change and transformation; and they are not encapsulated in rigid
definitions, but are developed in their historical or logical process of
formation. This makes clear, of course, why in the beginning of his
first book Marx proceeds from the simple production of commodities
as the historical premise, ultimately to arrive from this basis to capi-
tal-——why he proceeds from the simple commodity instead of a logi-
cally and historically secondary form —from an already capitalisti-
cally modified commodity. To be sure, Fireman positively fails to see
this. These and other side-issues, which could give rise to still other di-
verse objections, are better left by the wayside, while we go on forth-
with to the gist of the matter.>? While theory teaches Fireman that at
a given rate of surplus value the latter is proportional to the labour
power employed, he learns from experience that at a given average
rate of profit, profit is proportional to the total capital employed. He
explains this by saying that profit is merely a conventional phenome-
non (which means in his language that it belongs to a definite social
formation with which it stands and falls). Tts existence is simply tied
up with capital. The latter, provided it is strong enough to secure a
profit for itself, is compelled by competition also to secure for itself a
rate of profit equal for all sums of capital. Capitalist production is
simply impossible without an equal rate of profit. Given this mode of
production, the quantity of profit for the individual capitalist can, at

2 P. Fireman, “Kritik der Marx’schen Werttheorie”.-P See also F. Engels, Supple-
ment to Capital, Volume Three, 1. Law of Value and Rate of Profit (this volume,
pp. 876-94).
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a certain rate of profit, depend only on the magnitude of his capital.
On the other hand, profit consists of surplus value, of unpaid labour.
But how is surplus value, whose magnitude hinges upon the degree of
labour exploitation, transformed into profit, whose magnitude de-
pends upon the amount of the capital employed?

“Simply by selling commodities above their value in all branches of production in
which the ratio between ... constant and variable capital is greatest; but this also im-
plies that commodities are sold below their value in those branches of production in
which the ratio between constant and variable capital = c:v is smallest, and that com-
modities are sold at their true value only in branches in which the ratio of c:v repre-
sents a certain mean figure.... Is this discrepancy between individual prices and their
respective values a refutation of the value principle? By no means. For since the prices
of some commodities rise above their value as much as the prices of others fall below it,
the total sum of prices remains equal to the total sum of values ... in the end this incon-
gruity disappears.” This incongruity is a “disturbance”; “however, in the exact sci-
ences it is not customary to regard a predictable disturbance as a refutation of a law™.

On comparing the relevant passages in Chapter IX with the
above, it will be seen that Fireman has indeed placed his finger on the
salient point. But the undeservedly cool reception of his able article
shows how many interconnecting links would still be needed even af-
ter this discovery to enable Fireman to work out a full and compre-
hensive solution. Although many were interested in this problem,
they were all still fearful of getting their fingers burnt. And this is ex-
plained not only by the incomplete form in which Fireman left his
discovery, but also by the undeniable faultiness of both his conception
of the Marxian analysis and of his own general critique of the latter,
based as it was on his misconception.

Whenever there is a chance of making a fool of himself over some
difficult matter, Herr Professor Julius Wolf, of Zurich, never fails to do
so. He tells us (Conrads Jahrbiicher, dritte Folge, I1, S. 352 and follow-
ing)? that the entire problem is resolved in relative surplus value.
The production of relative surplus value rests on the increase of con-
stant capital vis-a-vis variable capital.

“A plus in constant capital presupposes a plus in the productive power of the la-
bourers. Since this plus in productive power (by way of lowering the worker’s cost of
living) produces a plus in surplus value, a direct relation is established between the in-
creasing surplus value and the increasing share of constant capital in total capital.
A plus in constant capital indicates a plus in the productive power of labour. With var-
iable capital remaining the same and constant capital increasing, surplus value must
therefore, in accordance with Marx, increase as well. This was the problem presented
to us.”

2 J. Wolf, “Das Ritsel der Durchschnittsprofitrate bei Marx”.
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True, Marx says the very opposite in a hundred places in the first
book; true, the assertion that, according to Marx, when variable cap-
ital shrinks, relative surplus value increases in proportion to the in-
crease in constant capital, is so astounding that it puts to shame all
parliamentary declamation; true, Herr Julius Wolf demonstrates in
his every line that he does not in the least understand, be it relatively
or absolutely, the concepts of relative or absolute surplus value; to be
sure he says himself that

“at first glance one seems really to be in a nest of incongruities”,

which, by the way, is the only true statement in his entire article.
But what does all that matter? Herr Julius Wolfis so proud of his bril-
liant discovery that he cannot refrain from bestowing posthumous
praise on Marx for it and from extolling his own fathomless nonsense
as a

“new proof of the keen and far-sighted way his” (Marx’s) “system of criticism of
capitalist economy is set forth”.

But now comes the choicest bit of all. Herr Wolf says:

“Ricardo has likewise claimed that an equal investment of capital yielded equal
surplus value (profit), just as the same expenditure of labour created the same surplus
value (as regards its quantity). And the question now was how the one agreed with the
other. But Marx has refused to accept this way of putting the problem. He has proved
beyond a doubt (in the third volume) that the second statement was not necessarily a conse-
quence of the law of value, that it even contradicted his law of value and should there-
fore ... be forthwith repudiated.”

And thereupon Wolf probes who of us two, Marx or I, had made a
mistake. It does not occur to him, naturally, that it is he who is grop-
ing in the dark.

I should offend my readers and fail to see the humour of the situa-
tion if I were to waste a single word on this choice morsel. 1 shall only
add that his audacity in using the opportunity to report the ostensible
gossip among professors that Conrad Schmidt’s above-named work
was “‘directly inspired by Engels” matches the audacity with which
he dared to say at one time what “Marx has proved beyond a doubt
in the third volume”. Herr Julius Wolf! It may be customary in the
world in which you live and strive for the man who publicly poses a
problem to others to acquaint his close friends on the sly with its so-
lution. I am quite prepared to believe that you are capable of this sort
of thing. But that a man need not stoop to such shabby tricks in my
world is proved by the present preface.
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No sooner had Marx died than Mr. Achille Loria hastened to pub-
lish an article about him in the Nuova Antologia (April 1883).2 To be-
gin with, a biography brimming with misinformation, followed by a
critique of public, political and literary work. He falsifies Marx’s ma-
terialist conception of history and distorts it with an assurance that
bespeaks a great purpose. And this purpose was eventually carried
out. In 1886, the same Mr. Loria published a book, La teoria economica
della constituzione politica, in which he announced to his astounded
contemporaries that Marx’s conception of history, so completely and
purposefully misrepresented by him in 1883, was his own discovery.
To be sure, the Marxian theory is reduced in this book to a rather
philistine level, and the historical illustrations and proofs abound in
blunders which would never be tolerated in a fourth-form boy. But
what does that matter? The discovery that political conditions and
events are everywhere invariably explained by corresponding eco-
nomic conditions was, as is herewith demonstrated, not made by Marx
in 1845, but by Mr. Loria in 1886. At least he has happily convinced
his countrymen of this, and, after his book appeared in French,? also
some Frenchmen, and can now pose in Italy as the author of a new
epoch-making theory of history until the Italian socialists find time to
strip the i/lustre Loria of his stolen peacock feathers.

But this is just a sample of Mr. Loria’s style. He assures us that all
Marx’s theories rest on conscious sophistry (un consaputo sofisma); that
Marx did not stop at paralogisms even when he knew them to be para-
logisms (sapendoli tali), etc. And after thus impressing the necessary
upon his readers with a series of similar contemptible insinuations, so
that they should regard Marx as an unprincipled upstart & la Loria
who achieves his little effects by the same wretched humbug as our
professor from Padua, he reveals an important secret to them, and
thereby takes us back to the rate of profit.

Mr. Loria says: According to Marx, the amount of surplus value
(which Mr. Loria here identifies with profit) produced in a capitalist
industrial establishment should depend on the variable capital em-
ployed in it, since constant capital does not yield profit. But this is
contrary to fact. For in practice profit does not depend on variable,
but on total capital. And Marx himself recognises this (Buch I, Kap.
XI'") and admits that on the surface facts appear to contradict his

2 A. Loria, “Karl Marx”. - A, Loria, Les Bases économiques de la constitution soziale,
Paris, 1893.
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theory. But how does he get around this contradiction? He refers his
readers to an as ‘yet unpublished subsequent volume. Loria has al-
ready told Ais readers about this volume that he did not believe Marx
had ever entertained the thought of writing it, and now exclaims tri-
umphantly:

“I have not been wrong in contending that this second volume, which Marx always
flings at his adversaries without it ever appearing, might very well have been a shrewd

expedient applied by Marx whenever scientific arguments failed him (un ingegnoso spe-
diente ideato dal Marx a sostituzione degli argomenti scientifici).”

And whosoever is not convinced after this that Marx stands in the
same class of scientific swindlers as [’illustre Loria, is past all re-
demption.

We have at least learned this much: According to Mr. Loria, the
Marxian theory of surplus value is absolutely incompatible with the
existence of a general equal rate of profit. Then, there appeared the
second volume and therewith my public challenge precisely on this
very point.* If Mr. Loria had been one of us diffident Germans, he
would have experienced a certain degree of embarrassment. But he is
a cocky southerner, coming from a hot climate, where, as he can tes-
tify, cool nerve is a natural requirement. The question of the rate of
profit has been publicly put. Mr. Loria has publicly declared it insol-
uble. And for this very reason he is now going to outdo himself by
publicly solving it.

This miracle is accomplished in Conrads Fahrbiicher, neue Folge,
Buch XX, S. 272 and following, in an article dealing with Conrad
Schmidt’s already cited pamphlet.” After Loria learned from Schmidt
how commercial profit was made, he suddenly saw daylight.

“Since determining value by means of labour time is to the advantage of those capi-
talists who invest a greater portion of their capital in wages, the unproductive” (read
commercial) “capital can derive a higher interest” (read profit) “from these privileged
capitalists and thus bring about an equalisation between the individual industrial capi-
talists... For instance, if each of the industrial capitalists A, B, C uses 100 working days
and 0, 100, 200 constant capital respectively in production, and if the wages for 100
working days amount to 50 working days, then each receives a surplus value of 50 work-
ing days, and the rate of profit is 1009, for the first, 33.3%, for the second, and 209,
for the third capitalist. But if a fourth capitalist D accumulates an unproductive capital
of 300, which claims an interest” (profit) “‘equal in value o 40 working days from A,
and an interest of 20 working days from B, then the rate of profit of capitalists A and B

a See present edition, Vol. 36, p. 23. - ® A. Loria, Die Durchschnittsprofitrate auf Grund-
lage des Marx’schen Wertgesetzes.



Preface 21

will sink to 209%,, just as that of C, while D with his capital of 300 receives profit of 60,
or a rate of profit of 209, the same as the other capitalists.”

With such astonishing dexterity, P#lustre Loria solves by sleight of
hand the question which he had declared insoluble ten years pre-
viously. Unfortunately, he did not let us into the secret wherefrom the
“unproductive capital” obtained the power to squeeze out of the in-
dustrialists their extra profit in excess of the average rate of profit,
and to retain it in its own pocket, just as the landlord pockets the
tenant’s surplus profit as ground rent. Indeed, according to him it
would be the merchants who would raise a tribute analogous to
ground rent from the industrialists, and would thereby bring about
an average rate of profit. Commercial capital is indeed a very essen-
tial factor in producing the general rate of profit, as nearly everybody
knows. But only a literary adventurer who in his heart sneezes at po-
litical economy, can venture the assertion that it has the magic power
to absorb all surplus value in excess of the general rate of profit even
before this general rate has taken shape, and to convert it into ground
rent for itself without, moreover, even having need to do with any
real estate. No less astonishing is the assertion that commercial capital
manages to discover the particular industrialists, whose surplus value
Jjust covers the average rate of profit, and that it considers it a privi-
lege to mitigate the lot of these luckless victims of the Marxian law of
value to a certain extent by selling their products gratis for them,
without asking as much as a commission for it. What a mountebank
one must be to imagine that Marx had need to resort to such miser-
able tricks!

But it is not until we compare him with his northern competitors,
for instance with Herr Julius Wolf, who was not born yesterday ei-
ther, that [’illustre Loria shines in his full glory. What a yelping
pup Herr Wolf appears even in his big volume on Sozialismus und ka-
pitalistische Gesellschaftsordnung, alongside the Italian! How awk-
ward, I am almost tempted to say modest, he appears beside the no-
ble audacity of the maestro who takes it for granted that Marx, neither
more nor less than other people, was as much a conscious sophist, pa-
ralogist, humbug and mountebank as Mr. Loria himself— that Marx
took in the public with the promise of rounding out his theory in a
subsequent volume whenever he was in a difficult position, knowing
full well that he neither could nor ever would write it. Boundless
nerve coupled with a flair for slipping like an eel through impossible
situations, a heroic contempt for pummellings received, hasty plagia-
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rism of other people’s accomplishments, importunate and fanfa-
ronading advertising, spreading his fame by means of a chorus of
friends— who can equal him in all this?

Italy is the land of classicism. Ever since the great era when the
dawn of modern times rose there, it has produced magnificent char-
acters of unequalled classic perfection, from Dante to Garibaldi. But
the period of its degradation and foreign domination also bequeathed
it classic character-masks, among them two particularly clear-cut
types, that of Sganarelle and Dulcamara. The classic unity of both is
embodied in our lustre Loria.

In conclusion I must take my readers across the Atlantic. Dr.
{Med.) George C. Stiebeling, of New York, has also found a solution
to the problem, and a very simple one. So simple, indeed, that no one
either here, or there, took him seriously. This aroused his ire, and he
complained bitterly about the injustice of it in an endless stream of
pamphlets and newspaper articles appearing on both sides of the
great water. He was told in the Neue Seit? that his entire solution
rested on a mathematical error. But this could scarcely disturb him.
Marx had also made mathematical errors, and was yet right in many
things. Let us then take a look at Dr. Stiebeling’s solution.

“I take two factories working with equal capitals for an equal length of time, but
with a different ratio of constant and variable capitals. I make the total capital
(c + v) =y, and the difference in the ratio of the constant and variable capital = x.
For factory I, y = ¢ + v, for factory I, y = (¢ — x) + (v + x). Therefore the rate of
surplus value for factory I=iv, and for factory II= %x- Profit (p) is what I call
the total surplus value (s) by which the total capital y, or ¢ + v, is augmented in the

s

given time; thus, p = s. Hence, the rate of profit for factory I= ‘% , Or ¢Fvy, and
s

for factory I1 it is also ‘%, Or cTX)+ (v+x) i. e. it is also = *C_‘St? The... problem

thus resolves itself in such a way that, on the basis of the law of value, with equal capi-
tal and equal time, but unequal quantities of living labour, a change in the rate of sur-
plus value causes the equalisation of an average rate of profit” (G. C. Stiebeling, Das
Werthgesetz und die Profitrate, New York, John Heinrich).

However pretty and revealing the above calculation may be, we
are compelled to ask Dr. Stiebeling one question: How does he know
that the sum of surplus value produced by factory I is exactly equal to
the sum of the surplus value produced by factory I11? He states explic-

2 [A. Luxenberg,] “Bemerkung zu dem Aufsatze des Herrn Stiebeling”, Die Neue Jeil,
No. 3, 1887, S. 123-27.
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itly that ¢, v, y and x, that is, all the other factors in the calculation,
are the same for both factories, but makes no mention of's. It does not
by any means follow from the fact that he designated both of the
above-mentioned quantities of surplus value algebraically with
s. Rather, it is just the thing that has to be proved, since Mr. Stiebeling
without further ado also identifies profit p with the surplus value.
Now there are just two possible alternatives. Either the two s’s are
equal, both factories produce equal quantities of surplus value, and
therefore also equal quantities of profit, since both capitals are equal.
In that case Mr. Stiebeling has from the start taken for granted what
he was really called upon to prove. Or, one factory produces more
surplus value than the other, in which case his entire calculation
tumbles about his ears.

Mr. Stiebeling spared neither pains nor money to build mountains
of calculations upon this mathematical error, and to exhibit them to
the public. I can assure him, for his own peace of mind, that they are
nearly all equally wrong, and that in the exceptional cases when this
is not so, they prove something entirely different from what he set out
to prove. He proves, for instance, by comparing U. S. census figures
for 1870 and 1880 that the rate of profit has actually fallen, but inter-
prets it wrongly and assumes that Marx’s theory of a constantly sta-
ble rate of profit should be corrected on the basis of experience. Yet it
follows from the third part of the present third book that this Marx-
ian “stable rate of profit” is purely a figment of Mr. Stiebeling’s
imagination, and that the tendency for the rate of profit to fall is
due to circumstances which are just the reverse of those indicated by
Dr. Stiebeling. No doubt Dr. Stiebeling has the best intentions, but
when a man wants to deal with scientific questions he should above
all learn to read the works he wishes to use just as the author had
written them, and above all without reading anything into them that
they do not contain.

The outcome of the entire investigation shows again with reference
to this question as well that it is the Marxian school alone which has
accomplished something. If Fireman and Conrad Schmidt read this
third book, each one, for his part, may well be satisfied with his own
work.

London, October 4, 1894 Fr. Engels
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Part 1

THE CONVERSION OF SURPLUS VALUE
INTO PROFIT
AND OF THE RATE OF SURPLUS VALUE
INTO THE RATE OF PROFIT

Chapter I
COST PRICE AND PROFIT

In Book I we analysed the phenomena which constitute the capital-
ist process of production as such, as the immediate production process,
with no regard for any of the secondary effects of outside in-
fluences. But this immediate process of production does not exhaust
the life span of capital. It is supplemented in the actual world by the
process of circulation, which was the object of study in Book II. In the
latter, namely in Part 111, which treated the process of circulation as
a medium for the social process of reproduction, it developed that the
capitalist process of production taken as a whole represents a syn-
thesis of the processes of production and circulation. Considering
what this third book treats, it cannot confine itself to general reflec-
tion relative to this synthesis. On the contrary, it must locate and de-
scribe the concrete forms which grow out of the movements of capital as a
whole. In their actual movement capitals confront each other in such
concrete shape, for which the form of capital in the immediate process
of production, just as its form in the process of circulation, appear on-
ly as special instances. The various forms of capital, as evolved in this
book, thus approach step by step the form which they assume on the
surface of society, in the action of different capitals upon one another,
in competition, and in the ordinary consciousness of the
agents of production themselves.

The value of every commodity (C) produced in the capitalist way
is represented in the formula: C = ¢ 4+ v + s. If we subtract surplus
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value s from this value of the product there remains a bare equivalent
or a substitute value in goods, for the capital value ¢ + v expended in
the elements of production.

For example, if the production of a certain article requires a capital
outlay of £500, of which £20 are for the wear and tear of means of la-
bour, £380 for the materials of production, and £ 100 for labour pow-
er, and if the rate of surplus value is 1009, then the value of the
product = 400, + 100, + 100, = £600.

After deducting the surplus value of £100, there remains a commod-
ity value of £500 which only replaces the expended capital of £500.
This portion of the value of the commodity, which replaces the price
of the consumed means of production and labour power, only re-
places what the commodity costs the capitalist himself. For him it,
therefore, represents the cost price of the commodity.

What the commodity costs the capitalist and its actual production
cost are two quite different magnitudes. The portion of the commod-
ity value making up the surplus value does not cost the capitalist
anything simply because it costs the labourer unpaid labour. Yet, on
the basis of capitalist production, after the labourer enters the pro-
duction process he himself constitutes an ingredient of operating pro-
ductive capital, which belongs to the capitalist. Therefore, the capi-
talist is the actual producer of the commodity. For this reason the cost
price of the commodity necessarily appears to the capitalist as the ac-
tual cost of the commodity. If we take k to be the cost price, the for-
mula C = c + v + s turns into the formula C = k + s, that is, the
commodity value = cost price 4+ surplus value.

The grouping of the various value portions of a commodity which
only replace the value of the capital expended in its production under
the head of cost price expresses, on the one hand, the specific charac-
ter of capitalist production. The capitalist cost of the commodity is
measured by the expenditure of capital, while the actual cost of the
commodity is measured by the expenditure of labour. Thus, the capi-
talist cost price of the commodity differs in quantity from its value, or
its actual cost price. It is smaller than the value of the commodity, be-
cause, with C =k 4+ s, it is evident that k = C —s. On the other
hand, the cost price of a commodity is by no means simply a category
which exists only in capitalist bookkeeping. The individualisation of
this portion of value is continually manifest in practice in the actual
production of the commodity, because it has ever to be reconverted
from its commodity form by way of the process of circulation into the
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form of productive capital, so that the cost price of the commodity
always must repurchase the elements of production consumed in its
manufacture.

The category of cost price, on the other hand, has nothing to do
with the formation of commodity value, or with the process of self-
expansion of capital. When I know that of the value of a commodity
worth £600, 2, or £500, represent no more than an equivalent of
the capital of £500 consumed in its production and that it can there-
fore suffice only to repurchase the material elements of this capital,
I know nothing as yet either of the way in which these 2 of the value
of the commodity, which represent its cost price, are produced, or
about the way in which the last sixth, which constitutes its surplus
value, was produced. The investigation will show, however, that in
capitalist economics the cost price assumes the false appearance of
a category of value production itself.

To return to our example. Suppose the value produced by one
labourer during an average social working day is represented by
a money sum of 6s. = 6M. Then the advanced capital of £500 =
400, 4+ 100, represents a value produced in 1,666 % ten-hour working
days, of which 1,333 % working days are crystallised in the value of
the means of production = 400, and 333 working days are crystal-
lised in the value of labour power = 100,. Having assumed a rate of
surplus value of 1009, the production of the commodity to be newly
formed entails a labour expenditure = 100, + 100, = 666% ten-hour
working days. :

We know, then (see Buch I, Kap. VII, S. 201/1932) that the value
of the newly created product of £600 is composed of 1) the reappear-
ing value of the constant capital of £400 expended for means of pro-
duction, and 2) a newly produced value of £200. The cost price of
the commodity = £500 comprises the reappearing 400, and one-
half of the newly produced value of £200 (= 100,), that is, two
elements of the commodity value which are of entirely different
origin.

Owing to the purposive nature of the labour expended during
666 = ten-hour working days, the value of the consumed means of
production amounting to £400 is transferred from these means of
production to the product. This previously existing value thus reap-

a English edition: Ch. IX (see present edition, Vol. 35, pp. 221-22).
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pears as a component part of the value of the product, but is not creat-
ed in the process of production of this commodity. It exists as a com-
ponent of the value of the commodity only because it previously exist-
ed as an element of the advanced capital. The expended constant cap-
ital is therefore replaced by that portion of the value of the commod-
ity which this capital itself adds to that value. This element of the
cost price, therefore, has a double meaning. On the one hand, it goes
into the cost price of the commodity, because it is part of the commod-
ity value which replaces consumed capital. And on the other hand,
it forms an element of the commodity value only because it is the
value of expended capital or because the means of production cost so
and so much.

It 1s quite the reverse in the case of the other element of the cost
price. The 666% working days expended in the production of the
commodity create a new value of £200. One portion of this new value
merely replaces the advanced variable capital of £100, or the price of
the labour power employed. But this advanced capital value does not
in any way go into the creation of the new value. So far as the ad-
vance of capital is concerned, labour power counts as a value. But in
the process of production it acts as the creator of value. The place of the
value of the labour power that obtains within the advanced capi-
tal is taken in the actually functioning productive capital by living val-
ue-creating labour power itself.

The difference between these various elements of the commodity
value, which together make up the cost price, leaps to the eye when-
ever a change takes place in the size of the value of either the expend-
ed constant, or the expended variable, part of the capital. Let the
price of the same means of production, or of the constant part of capi-
tal, rise from £400 to £600, or, conversely, let it fall to £200. In the
first case it is not only the cost price of the commodity which rises
from £500 to 600, + 100, = £700, but also the value of the commod-
ity which rises from £600 to 600, + 100, + 100, = £800. In the sec-
ond case, it is not only the cost price which falls from £500 to
200, 4+ 100, = £300, but also the value of the commodity which falls
from £600 to 200, + 100, + 100, = £400. Since the expended con-
stant capital transfers its own value to the product, the value of the
product rises or falls with the absolute magnitude of that capital val-
ue, other conditions remaining equal. Assume, on the other hand,
that, other circumstances remaining unchanged, the price of the same
amount of labour power rises from £ 100 to £150, or, conversely, that
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it falls from £100 to £50. In the first case, the cost price rises from
£500 to 400, + 150, = £550, and falls in the second case from £500
to 400, 4+ 50, = £450. But in either case the commodity value re-
mains unchanged = £600; one time it is 400, + 150, 4+ 50,, and the
other time, 400, + 50, + 150,. The advanced variable capital does
not add its own value to the product. The place ofits value is taken in
the product rather by a new value created by labour. Therefore,
a change in the absolute magnitude of the variable capital, so far as it
expresses merely a change in the price of labour power, does not in the
least alter the absolute magnitude of the commodity value, because it
does not alter anything in the absolute magnitude of the new value
created by living labour power. Such a change rather affects only
the relative proportion of the two component parts of the new
value, of which one forms surplus value and the other makes good
the variable capital and therefore passes into the cost price of the
commodity.

The two elements of the cost price, in the present case 400, + 100,,
have only this in common that they are both parts of the commodity
value that replace advanced capital.

But this true state of affairs necessarily appears reversed from the
standpoint of capitalist production.

The capitalist mode of production differs from the mode of produc-
tion based on slavery, among other things, by the fact that in it the
value, and accordingly the price, of labour power appears as the val-
ue, or price, of labour itself, or as wages (Buch I, Kap. XVII#}.
The variable part of the advanced capital, therefore, appears as capi-
tal expended in wages, as a capital value which pays for the value,
and accordingly the price, of all the labour expended in production.
Let us assume, for instance, that an average ten-hour social working
day is incorporated in a sum of money amounting to 6 shillings. In
that case the advance of a variable capital of £ 100 represents the mon-
ey expression of a value produced in 333} ten-hour working days.
But this value, representing purchased labour power in the capital
advanced, does not, however, form a part of the actually functioning
capital. Its place in the process of production is taken by living labour
power. If; as in our illustration, the degree of exploitation of the latter
is 1009, then it is expended during 6662 ten-hour working days,
and thereby adds to the product a new value of £200. But in the capi-

2 English edition: Ch. XIX (see present edition, Vol. 35, p. 535-42).
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tal advanced the variable capital of £100 figures as capital invested
in wages, or as the price of labour performed during 666  ten-hour
days. The sum of £100 divided by 666 % gives us 3 shillings as the
price of a ten-hour working day, which is equal in value to the prod-
uct of five hours’ labour.

Now, if we compare the capital advanced on the one hand with the
commodity value on the other, we find:

I. Capital advanced £500 = £400 of capital expended in means
of production (price of means of production) + £100 of capital
expended in labour (price of 666 ; working days, or wages for
same).

II. Value of commodities £600 = £500 representing the cost price
(£400 price of expended means of production + £100 price of
expended 6665 working days) + £100 surplus value.

In this formula, the portion of capital invested in labour differs
from that invested in means of production, such as cotton or coal, on-
ly by serving as payment for a materially different element of pro-
duction, but not by any means because it serves a functionally differ-
ent purpose in the process of creating commodity value, and thereby
also in the process of the self-expansion of capital. The price of the
means of production reappears in the cost price of the commodities,
just as it figured in the capital advanced, and it does so because these
means of production have been purposively consumed. The price, or
wages, for the 666 working days consumed in the production of
these commodities likewise reappears in the cost price of the commod-
ities just as it has figured in the capital advanced, and also because
this amount of labour has been purposively expended. We see only
finished and existing values— the portions of the value of the ad-
vanced capital which go into the making of the value of the product —
but not the element creating new values. The distinction between
constant and variable capital has disappeared. The entire cost price
of £500 now has the double meaning that, first, it is that portion of
the commodity value of £600 which replaces the capital of £500
expended in the production of the commodity; and that, secondly,
this component of the commodity value exists only because it existed
previously as the cost price of the elements of production employed,
namely means of production and labour, 1. e., as advanced capital.
The capital value reappears as the cost price of a commodity because,
and in so far as, it has been expended as a capital value.

The next text page Is 37. See note on p. X
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The fact that the various components of the value of the advanced
capital have been expended for materially different elements of pro-
duction, namely for means of labour, raw materials, auxiliary mate-
rials, and labour, requires only that the cost price of the commodity
must buy back these materially different elements of production. So
far as the formation of the cost price is concerned, however, only one
distinction is appreciable, namely that between fixed and circulating
capital. In our example we have set down £20 for wear and tear
of means of labour (400, = £20 for depreciation of means of la-
bour + £380 for materials of production). Before the production
process the value of these means of labour was, say, £1,200. After the
commodities have been produced it exists in two forms, the £20 as
part of the value of the commodity, and 1,200—20, or £1,180, as the
remaining value of the means of labour which, as before, are in the
possession of the capitalist; in other words, as an element of his pro-
ductive, not of his commodity capital. Materials of production and
wages, as distinct from means of labour, are entirely consumed in the
production of the commodity and thus their entire value goes into
that of the produced commodity. We have seen how these various
components of the advanced capital assume the forms of fixed and
circulating capital in relation to the turnover.

Accordingly, the capital advanced = £1,680: fixed capital =
= (1,200 plus circulating capital = £480 (= £380 in materials of
production plus £100 in wages).

But the cost price of the commodity only = £500 (£20 for the wear
and tear of the fixed capital, and £480 for circulating capital).

This difference between the cost price of the commodity and the
capital advanced merely proves, however, that the cost price of the
commodity is formed exclusively by the capital actually consumed in
its production.

Means of labour valued at £1,200 are employed in producing the
commodity, but only £20 of this advanced capital value are lost in
production. Thus, the employed fixed capital goes only partially into
the cost price of the commodity, because it is only partially consumed
in its production. The employed circulating capital goes entirely into
the cost price of the commodity, because it is entirely consumed in its
production. But does not this only prove that the consumed portions
of the fixed and circulating capital pass uniformly, pro rata to the mag-

a See present edition, Vol. 36, pp. 159-84.
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nitude of their values, into the cost price of the commodity and that
this component of the value of the commodity originates solely with
the capital expended in its production? If this were not so, it would be
inexplicable why the advanced fixed capital of £1,200 should not,
aside from the £20 which it loses in the production process, also con-
tribute the other £1,180 which it does not lose.

This difference between fixed and circulating capital with refer-
ence to the calculation of the cost price, therefore, only confirms the
seeming origination of the cost price from the expended capital value,
or the price paid by the capitalist himself for the expended elements
of production, including labour. On the other hand, so far as the for-
mation of value is concerned, the variable portion of capital invested
in labour power is here emphatically identified under the head of cir-
culating capital with constant capital (that part of capital which con-
sists of materials of production), and this completes the mystification
of the self-expansion process of capital.V

So far we have considered just one element of the value of commod-
ities, namely the cost price. We must now turn also to the other com-
ponent of the value of commodities, namely the excess over the cost
price, or the surplus value. In the first place, then, surplus value is the
excess value of a commodity over and above its cost price. But since
the cost price equals the value of the consumed capital, into whose
material elements it is continually reconverted, this excess value is an
accretion in the value of the capital expended in the production of the
commodity and returning by way of its circulation.

We have already seen earlier that, though s, the surplus value,
springs merely from a change in the value of the variable capital v
and is, therefore, originally but an increment of variable capital,
after the process of production is over it nevertheless also forms
a value increment of ¢ + v, the expended total capital. The formula
¢ + (v + s), which indicates that s is produced through the conver-
sion of a definite capital value v advanced for labour power
into a fluctuating magnitude, i. e., of a constant magnitude into
a variable one, may also be represented as (¢ + v) + s. Before pro-
duction took place we had a capital of £500. After production

) In Book I (Kap. VII, 3, S. 216/206 II.) 2 we have given the example of N. W. Sen-
ior to show what confusion this may create in the mind of the economist.

2 English edition: Ch. IX, 3 (present edition, Vol. 35, p. 233).
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is completed we have the capital of £500 plus a value increment
of £100.%

However, surplus value forms an increment not only of the portion
of the advanced capital which goes into the self-expansion process,
but also of the portion which does not go into it. In other words, it is
an accretion not only to the consumed capital made good out of the
cost price of the commodity, but to all the capital invested in produc-
tion. Before the production process we had a capital valued at
£1,680, namely £1,200 of fixed capital invested in means of labour,
only £20 of which go into the value of the commodity for wear and
tear, plus £480 of circulating capital in materials of production and
wages. After the production process we have £1,180 as the constit-
uent element of the value of the productive capital plus a commodity
capital of £600. By adding these two sums of value we find that the
capitalist now has a value of £1,780. After deducting his advanced
total capital of £1,680 there remains a value increment of £100. The
£100 of surplus value thus form as much of a value increment in rela-
tion to the invested £ 1,680 as to its fraction of £500 expended during
production.

It is now clear to the capitalist that this increment of value springs
from the productive processes undertaken with the capital, that
it therefore springs from the capital itself, because it is there after the
production process, while it is not there before it. As for the capital
consumed in production, the surplus value seems to spring equally
from all its different elements of value consisting of means of pro-
duction and labour. For all these elements contribute equally to
the formation of the cost price. All of them add their values, obtaining
as advanced capital, to the value of the product, and are not differen-
tiated as constant and variable magnitudes of value. This becomes
obvious if we assume for a moment that all the expended capital
consisted either exclusively of wages, or exclusively of the value of

?) “From what has gone before, we know that surplus value is purely the result of
a variation in the value of v, of that portion of the capital which is transformed into la-
bour power; consequently, v + s = Av (or v plus an increment of v). But the fact that it
is v alone that varies, and the conditions of that variation, are obscured by the circum-
stance that in consequence of the increase in the variable component of the capital,
there is also an increase in the sum total of the advanced capital. It was originally

£500, and becomes £590” (Buch I, Kap. VII, 1, S. 203/195).2

a English edition: Ch. IX, 1 (ibid., p. 221).
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the means of production. In the first case, we should then have the
commodity value of 500, + 100, instead of the commodity value of
400, + 100, + 100,. The capital of £500 laid out in wages represents
the value of all the labour expended in the production of the commod-
ity value of £600, and for just this reason forms the cost price of the
entire product. But the formation of this cost price, whereby the value
of the expended capital is reproduced as a constituent part of the
value of the product, is the only process in the formation of this com-
modity value that is known to us. We do not know how its surplus val-
ue portion of £100 i1s formed. The same is true in the second case, in
which the commodity value = 500, + 100,. We know in both cases
that surplus value is derived from a given value, because this value
was advanced in the form of productive capital, be it in the form of la-
bour or of means of production. On the other hand, this advanced cap-
ital value cannot form surplus value for the reason that it has been
expended and therefore constitutes the cost price of the commodity.
Precisely because it forms the cost price of the commodity, it does not
form any surplus value, but merely an equivalent, a value replacing
the expended capital. So far, therefore, as it forms surplus value, it
does so not in its specific capacity as expended, but rather as ad-
vanced, and hence utilised, capital. For this reason, the surplus value
arises as much out of the portion of the advanced capital which goes
into the cost price of the commodity as out of the portion which does
not. In short, it arises equally out of the fixed and the circulating com-
ponents of the utilised capital. The aggregate capital serves materially
as the creator of products, the means of labour as well as the materials
of production, and the labour. The total capital materially enters into
the actual labour process, even though only a portion of it enters
the process of self-expansion. This is, perhaps, the very reason why it
contributes only in part to the formation of the cost price, but totally
to the formation of surplus value. However that may be, the outcome
is that surplus value springs simultaneously from all portions of the
invested capital. This deduction may be substantially abbreviated,
by saying pointedly and concisely in the words of Malthus:

“The capitalist ... expects an equal profit upon all the parts of the capital which he
advances.” *

In its assumed capacity of offspring of the aggregate advanced

%) Malthus, Principles of Political Economy, 2nd ed., London, 1836, p. 268.
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capital, surplus value takes the converted form of profit. Hence, a cer-
tain value is capital when it is invested with a view to producing prof-
it,* or, there is profit because a certain value was employed as capi-
tal. Suppose profit is p. Then the formula C=c+v+s=k+s
turns into the formula C =k + p, or the value of a commodity = cost
price + profit.

The profit, such as it is represented here, is thus the same as surplus
value, only in a mystified form that is nonetheless a necessary out-
growth of the capitalist mode of production. The genesis of the muta-
tion of values that occurs in the course of the production process must
be transferred from the variable portion of the capital to the total
capital, because there is no apparent distinction between constant
and variable capital in the assumed formation of the cost price. Be-
cause at one pole the price of labour power assumes the converted
form of wages, surplus value appears at the opposite pole in the con-
verted form of profit.

We have seen that the cost price of a commodity is smaller than its
value. Since C =k + s, it follows that k = C —s. The formula
C = k + s reduces itself to C = k, or commodity value = commodity
cost price only if' s = 0, a case which never occurs on the basis of capi-
talist production, although peculiar market conditions may reduce
the selling price of commodities to the level of, or even below, their
cost price.

Hence, if a commodity is sold at its value, a profit is realised which
is equal to the excess of its value over its cost price, and therefore
equal to the entire surplus value incorporated in the value of the com-
modity. But the capitalist may sell a commodity at a profit even when
he sells it below its value. So long as its selling price is higher than its
cost price, though it may be lower than its value, a portion of the sur-
plus value incorporated in it is always realised, thus always yielding
a profit. In our illustration the value of the commodity is £600, and
the cost price £500. If the commodity is sold at £510, 520, 530, 560
or 590, it is sold respectively £90, 80, 70, 40, or 10 below its value.
Yet a profit of £ 10, 20, 30, 60, or 90 respectively is realised in its sale.
There is obviously an indefinite number of selling prices possible be-
tween the value of a commodity and its cost price. The greater the
surplus-value element of the value of a commodity, the greater the
practical range of these intermediate prices.

4) “CAPITAL IS THAT WHICH IS EXPENDED WITH A VIEW TO PROFIT.” Malthus, Defini-
tions in Political Economy, London, 1827, p. 86.
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This explains more than just the everyday phenomena of competi-
tion, such as certain cases of UNDERSELLING,* abnormally low commodi-
ty prices in certain lines of industry,* etc. The fundamental law of
capitalist competition, which political economy had not hitherto
grasped, the law which regulates the general rate of profit and the so-
called prices of production determined by it, rests, as we shall later
see, on this difference between the value and the cost price of
commodities, and on the resulting possibility of selling a commodity
at a profit under its value.

The minimal limit of the selling price of a commodity is its cost
price. If it is sold under its cost price, the expended constituent ele-
ments of productive capital cannot be fully replaced out of the selling
price. If this process continues, the value of the advanced capital dis-
appears. From this point of view alone, the capitalist is inclined to re-
gard the cost price as the true inner value of the commodity, because it
is the price required for the bare conservation of his capital. But there
is also this, that the cost price of a commodity is the purchase price
paid by the capitalist himself for its production, therefore the pur-
chase price determined by the production process itself. For this rea-
son, the excess value, or the surplus value, realised in the sale of
a commodity appears to the capitalist as an excess of its selling price
over its value, instead of an excess of its value over its cost price, so
that accordingly the surplus value incorporated in a commodity is
not realised through its sale, but springs out of the sale itself. We have
given this illusion closer consideration in Book I (Kap. IV, 2} (““Con-
tradictions in the General Formula of Capital’’),c but revert here for
a moment to the form in which it was reaffirmed by Torrens, among
others, as an advance of political economy beyond Ricardo.

“The natural price, consisting of the cost of production, or, in other words, of the
capital expended in raising or fabricating commodities, cannot include the profit....
The farmer, we will suppose, expends one hundred quarters of corn in cultivating his
fields, and obtains in return one hundred and twenty quarters. In this case, twenty
quarters, being the excess of produce above expenditure, constitute the farmer’s profit;
but it would be absurd to call this excess, or profit, a part of the expenditure.... The

5} Cf. Buch I, Kap. XVIII, S. 571/561 fI.P

2 In the 1894 German edition this English word is given in parentheses after its Ger-
man equivalent. - b English edition: Ch. XX, (see present edition, Vol. 35,
pp- 542-50). - < English edition: Ch. V, (see present edition, Vol. 35, pp. 166-77).
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master manufacturer expends a certain quantity of raw material, of tools and imple-
ments of trade, and of subsistence for labour, and obtains in return a quantity of fin-
ished work. This finished work must possess a higher exchangeable value than the
materials, tools, and subsistence, by the advance of which it was obtained.”

Torrens concludes therefrom that the excess of the selling price
over the cost price, or profit, is derived from the fact that the con-
sumers,

“either by immediate or CIRGUITOUS? barter give some greater portion of all the
ingredients of capital than their production costs”.®

Indeed, the excess over a given magnitude cannot form a part of
this magnitude, and therefore the profit, the excess value of a commod-
ity over the capitalist’s expenditures, cannot form a part of these ex-
penditures. Hence, if no other element than the value advance of the
capitalist enters into the formation of the value of a commodity, it is
inexplicable how more value should come out of production than
went into 1t, for something cannot come out of nothing. But Torrens
only evades this creation out of nothing by transferring it from the
sphere of commodity production to that of commodity circulation.
Profit cannot come out of production, says Torrens, for otherwise it
would already be contained in the cost of production, and there
would not be a surplus over this cost. Profit cannot come out of the
exchange of commodities, replies Ramsay,? unless it already existed
before this exchange. The sum of the value of the exchanged products
is evidently not altered in the exchange of these products, whose sum
of value it is. It is the same before and after the exchange. 1t should be
noted here that Malthus refers expressly to the authority of Tor-
rens,”’ although he himself has a different explanation for the sale of
commodities above their value, or rather has no explanation at all,
since all arguments of this sort never, in effect, fail to be reduced to
the same thing as the once-famed negative weight of phlogiston.'?

In a social order dominated by capitalist production even the non-
capitalist producer is gripped by capitalist conceptions. Balzac, who

5) R. Torrens, An Essay on the Production of Wealih, London, 1821, pp. 51-53, and
349,
7) Malthus, Definitions in Political Fconomy, London, 1853, pp. 70, 71.

2 In the 1894 German edition this English word is given in parentheses after its
German equivalent. - » G. Ramsay, An Essay on the Distribution of Wealih, Edinburgh,
London, 1836, pp. 183-84.



44 Part I.— The Conversion of Surplus Value into Profit

is generally remarkable for his profound grasp of reality, aptly de-
scribes in his last novel, Les Paysans, how a petty peasant performs
many small tasks gratuitously for his usurer, whose goodwill he is
eager to retain, and how he fancies that he does not give the latter
something for nothing because his own labour does not cost him any
cash outlay. As for the usurer, he thus fells two dogs with one stone.
He saves the cash outlay for wages and enmeshes the peasant, who is
gradually ruined by depriving his own field of labour, deeper and
deeper in the spider-web of usury.

The thoughtless conception that the cost price of a commodity con-
stitutes its actual value, and that surplus value springs from selling
the product above its value, so that commodities would be sold at
their value if their selling price were to equal their cost price, i. e., if it
were to equal the price of the consumed means of production plus
wages, has been heralded to the world as a newly discovered secret of
socialism by Proudhon with his customary quasi-scientific chicanery.
Indeed, this reduction of the value of commodities to their cost price
is the basis of his People’s Bank.!? It was earlier shown that the vari-
ous constituent elements of the value of a product may be represented
in proportional parts of the product itself. For instance (Buch I, Kap.
VII, 2, 8. 211/203 2), if the value of 20 lbs of yarn is 30 shillings —
namely 24 shillings of means of production, 3 shillings of labour pow-
er, and 3 shillings of surplus value — then this surplus value may be
represented as j5 of the product = 2 lbs of yarn. Should these 20 Ibs
of yarn now be sold at their cost price, at 27 shillings, then the pur-
chaser receives 2 lbs of yarn for nothing, or the article is sold 1; below
its value. But the labourer has, as before, performed his surplus la-
bour, only this time for the purchaser of the yarn instead of the capi-
talist yarn producer. It would be altogether wrong to assume that if
all commodities were sold at their cost price, the result would really
be the same as if they had all been sold above their cost price, but
at their value. For even if the value of the labour power, the length
of the working day, and the degree of exploitation of labour were the
same everywhere, the quantities of surplus value contained in the val-
ues of the various kinds of commodities would be unequal, depend-
ing on the different organic composition of the capitals advanced for
their production.?®

&) “The masses of value and of surplus value produced by different capitals— the

2 English edition: Ch. IX, 2 (see present edition, Vol. 35, p. 230).
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Chapter II
THE RATE OF PROFIT

The general formula of capital is M-—— C-—M". In other words,
a sum of value is thrown into circulation to extract a larger sum out of
it. The process which produces this larger sum is capitalist produc-
tion. The process that realises it is circulation of capital. The capital-
ist does not produce a commodity for its own sake, nor for the sake of
its use value, or his personal consumption. The product in which the
capitalist is really interested is not the palpable product itself, but the
excess value of the product over the value of the capital consumed by
it. The capitalist advances the total capital without regard to the dif-
ferent roles played by its components in the production of surplus
value. He advances all these components uniformly, not just to repro-
duce the advanced capital, but rather to produce value in excess of it.
The only way in which he can convert the value of his advanced vari-
able capital into a greater value is by exchanging it for living labour
and exploiting living labour. But he cannot exploit this labour unless
he makes a simultaneous advance of the conditions for performing
this labour, namely means of labour and subjects of labour, machin-
ery and raw materials, 1. €., unless he converts a certain amount of val-
ue in his possession into the form of conditions of production; for he is
a capitalist and can undertake the process of exploiting labour only
because, being the owner of the conditions of labour, he confronts the
labourer as the owner of only labour power.? As already shown in the
first book, ° it is precisely the fact that nonworkers own the means of
production which turns labourers into wage workers and non-
workers into capitalists.

The capitalist does not care whether it is considered that he ad-
vances constant capital to make a profit out of his variable capital, or
that he advances variable capital to enhance the value of the constant
capital; that he invests money in wages to raise the value of his ma-
chinery and raw materials, or that he invests money in machinery and
raw materials to be able to exploit labour. Although it is only the var-

value of labour power being given and its degree of exploitation being equal — vary di-
rectly as the amounts of the variable constituents of these capitals, 1. e., as their constit-
uents transformed into living labour power” (Buch I, Kap. IX, S. 312/303).2

2 English edition: Ch. XI (ibid., p. 311). - b Cf. Economic Manuscript of 1861-63 (pre-
sent edition, Vol. 33, pp. 78-79). - ¢ Ibid., Vol. 35, p. 179.
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riable portion of capital which creates surplus value, it does so only if
the other portions, the conditions of production, are likewise ad-
vanced. Seeing that the capitalist can exploit labour only by ad-
vancing constant capital and that he can turn his constant capital to
good account only by advancing variable capital, he lumps them all
together in his imagination, and much more so since the actual rate of
his gain is not determined by its proportion to the variable, but to the
total capital, not by the rate of surplus value, but by the rate of profit.
And the latter, as we shall see, may remain the same and yet express
different rates of surplus value.?

The costs of the product include all the elements of its value paid
by the capitalist or for which he has thrown an equivalent into pro-
duction. These costs must be made good to preserve the capital or to
reproduce it in its original magnitude.

The value contained in a commodity is equal to the labour time ex-
pended in its production, and the sum of this labour consists of paid
and unpaid portions. But for the capitalist the costs of the commodity
consist only of that portion of the labour objectified in it for which he
has paid. The surplus labour contained in the commodity costs the
capitalist nothing, although, like the paid portion, it costs the la-
bourer his labour, and although it creates value and enters into the
commodity as a value-creating element quite like paid labour. The
capitalist’s profit is derived from the fact that he has something to sell
for which he has paid nothing. The surplus value, or profit, consists
precisely in the excess value of a commodity over its cost price, i. €.,
the excess of the total labour embodied in the commodity over the
paid labour embodied in it. The surplus value, whatever its origin,
is thus a surplus over the advanced total capital. The proportion of
this surplus to the total capital is therefore expressed by the fraction

%, in which C stands for total capital. We thus obtain the rate of prof-
it é = Fj—“v" as distinct from the rate of surplus value

The rate of surplus value measured against the variable capital is
called rate of surplus value. The rate of surplus value measured
against the total capital is called rate of profit. These are two different
measurements of the same entity, and owing to the difference of the
two standards of measurement they express different proportions or
relations of this entity.

2 Ibid., Vol. 33, pp. 79-80.
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The transformation of surplus value into profit must be deduced
from the transformation of the rate of surplus value into the rate
of profit, not vice versa. And in fact it was rate of profit which was
the historical point of departure. Surplus value and rate of surplus
value are, relatively, the invisible and unknown essence that wants
investigating, while rate of profit and therefore the appearance of
surplus value in the form of profit are revealed on the surface of the
phenomenon.

So far as the individual capitalist is concerned, it is evident that
he is only interested in the relation of the surplus value, or the excess
value at which he sells his commodities, to the total capital advanced
for the production of the commodities, while the specific relationship
and inner connection of this surplus with the various components of
capital fail to interest him, and it is, moreover, rather in his interests
to draw the veil over this specific relationship and this intrinsic con-
nection.

Although the excess value of a commodity over its cost price is
shaped in the immediate process of production, it is realised only in
the process of circulation, and appears all the more readily to have
arisen from the process of circulation, since in reality, under competi-
tion, in the actual market, it depends on market conditions whether
or not and to what extent this surplus is realised. There is no need to
waste words at this point about the fact that if a commodity is sold
above or below its value, there is merely another kind of division of
surplus value, and that this different division, this changed propor-
tion in which various persons share in the surplus value, does not in
any way alter either the magnitude or the nature of that surplus val-
ue. It is not alone the metamorphoses discussed by us in Book II that
take place in the process of circulation; they fall in with actual competi-
tion, the sale and purchase of commodities above or below their
value, so that the surplus value realised by the individual capitalist
depends as much on the sharpness of his business wits as on the direct
exploitation of labour.?

In the process of circulation the time of circulation comes to exert
its influence alongside the working time, thereby limiting the amount
of surplus value realisable within a given time span. Still other ele-
ments derived from circulation intrude decisively into the actual pro-
duction process. The actual process of production and the process of

a Ibid., p. 75.
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circulation intertwine and intermingle continually, and thereby invar-
iably adulterate their typical distinctive features. The production of
surplus value, and of value in general, receives new definition in the
process of circulation, as previously shown. Capital passes through
the circuit of its metamorphoses. Finally, stepping beyond its inner
organic life, so to say, it enters into relations with outer life, into
relations in which it is not capital and labour which confront one
another, but capital and capital in one case, and individuals, again
simply as buyers and sellers, in the other. The time of circulation and
working time cross paths and thus both seem to determine the surplus
value. The original form in which capital and wage labour confront
one another is disguised through the intervention of relationships
seemingly independent of it. Surplus value itself does not appear as
the product of the appropriation of labour time, but as an excess of
the selling price of commodities over their cost price, the latter thus
being easily represented as their actual value (valeur intrinséque), while
profit appears as an excess of the selling price of commodities over
their immanent value.?

True, the nature of surplus value impresses itself constantly upon
the consciousness of the capitalist during the direct process of produc-
tion, as his greed for the labour time of others, etc., has revealed in
our analysis of surplus value. But: 1) The direct process of production
is only a fleeting stage which continually merges with the process of
circulation, just as the latter merges with the former, so that in the
process of production, the more or less clearly dawning notion of the
source of the gain made in it, i. e., the inkling of the nature of surplus
value, stands at best as a factor equally valid as the idea that the
realised surplus originates in a movement that is independent of the
production process, that it arises in circulation, and that it belongs
to capital irrespective of the latter’s relation to labour. Even such
modern economists as Ramsay, Malthus, Senior, Torrens, etc.,
identify these phenomena of circulation directly as proofs that
capital in its bare material existence, independent of its social relation
to labour which makes capital of it, is, as it were, an independent
source of surplus value alongside labour and independent of la-
bour. '*—2) Under the item of expenses, which embrace wages as
well as the price of raw materials, wear and tear of machinery, etc.,
the extortion of unpaid labour figures only as a saving in paying for

2 Ibid., Vol. 33, pp. 72-73.
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an article which is included in expenses, only as a smaller payment for
a certain quantity of labour, similar to the saving when raw materials
are bought more cheaply, or the depreciation of machinery decreases.
In this way the extortion of surplus labour loses its specific character.
Its specific relationship to surplus value is obscured. This is greatly
furthered and facilitated, as shown in Book I (Abschn. VI),? by repre-
senting the value of labour power in the form of wages.

The relationships of capital are obscured by the fact that all parts
of capital appear equally as the source of excess value (profit).

The way in which surplus value is transformed into the form of
profit by means of the rate of profit is, however, a further develop-
ment of the inversion of subject and object that takes place already in
the process of production. In the latter, we have seen, the subjective
productive forces of labour appear as productive forces of capital.b
On the one hand, the value, or the past labour, which dominates
living labour, is incarnated in the capitalist. On the other hand, the
labourer appears as bare material labour power, as a commodity.
Even in the simple relations of production this inverted relationship
necessarily produces certain correspondingly inverted conceptions,
a transposed consciousness which is further developed by the meta-
morphoses and modifications of the actual circulation process.

It is altogether erroneous, as a study of the Ricardian school shows,
to try to identify the laws of the rate of profit with the laws of the rate
of surplus value, or vice versa. The capitalist naturally does not see

the difference between them. In the formula "Sd the surplus value

is measured by the value of the total capital advanced for its produc-
tion, of which a part was totally consumed in this production and

a part was merely employed in it. In fact, the formula % expresses the

degree of self-expansion of the total capital advanced, or, taken in
conformity with inner conceptual connections and the nature of sur-
plus value, it indicates the ratio of the amount of variation of variable
capital to the magnitude of the advanced total capital.

In itself, the magnitude of value of total capital has no inner re-
lationship to the magnitude of surplus value, at least not directly. So
far as its material elements are concerned, the total capital minus the
variable capital, that is, the constant capital, consists of the material

2 English edition: Part VI (see present edition, Vol. 35, pp. 535-42). - b Ibid., pp. 338-
39. - < Ibid., Vol. 32, pp. 60-72.
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requisites— the means of labour and materials of labour—needed to
materialise labour. It is necessary to have a certain quantity of means
and materials of labour for a specific quantity of labour to materialise
in commodities and thereby to produce value. A definite technical re-
lation depending on the special nature of the labour added is estab-
lished between the quantity of labour and the quantity of means of
production to which this living labour is to be added. Hence there is
also to that extent a definite relation between the quantity of surplus
value, or surplus labour, and the quantity of means of production.
For instance, if the labour necessary for the production of the wage
amounts to a daily 6 hours, the labourer must work 12 hours to do 6
hours of surplus labour, or produce a surplus value of 100%,. He uses
up twice as much of the means of production in 12 hours as he does in
6. Yet this is no reason for the surplus value added by him in 6 hours
to be directly related to the value of the means of production used up
in those 6, or in 12 hours. This value is here altogether immaterial; it
is only a matter of the technically required quantity. It does not mat-
ter whether the raw materials or means of labour are cheap or dear,
as long as they have the required use value and are available in tech-
nically prescribed proportion to the living labour to be absorbed.
If T know that x lbs of cotton are consumed in an hour of spinning
and that they cost a shillings, then, of course, I also know that 12
hours’ spinning consumes 12x lbs of cotton = 12a shillings, and can
then calculate the proportion of the surplus value to the value of the
12 as well as to that of the 6. But the relation of living labour to the
value of means of production obtains here only to the extent that a
shillings serve as a name for x lbs of cotton; because a definite quantity
of cotton has a definite price, and therefore, conversely, a definite
price may also serve as an index for a definite quantity of cotton, so
long as the price of cotton does not change. If I know that the labourer
must work 12 hours for me to appropriate 6 hours of surplus labour,
that therefore I must have a 12-hour supply of cotton ready for use,
and if I know the price of this quantity of cotton needed for 12 hours,
then I have an indirect relation between the price of cotton (as an index
of the required quantity) and the surplus value. But, conversely,
I can never conclude the quantity of the raw material that may be
consumed in, say, one hour, and not 6, of spinning from the price of
the raw material. There is, then, no necessary inner relation between
the value of the constant capital, nor, therefore, between the value of
the total capital (= ¢ + v) and the surplus value.
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If the rate of surplus value is known and its magnitude given, the
rate of profit expresses nothing but what it actually is, namely a differ-
ent way of measuring surplus value, its measurement according to
the value of the total capital instead of the value of the portion of cap-
ital from which surplus value directly originates by way of its ex-
change for labour. But in reality (i.e., in the world of phenomena)
the matter is reversed. Surplus value is given, but given as an excess of
the selling price of the commodity over its cost price; and it remains a
mystery where this excess originated — from the exploitation of labour
in the process of production, or from outwitting the purchaser in the
process of circulation, or from both. What is also given is the propor-
tion of this excess to the value of the total capital, or the rate of profit.
The calculation of this excess of the selling price over the cost price in
relation to the value of the advanced total capital is very important
and natural, because in effect it yields the ratio in which total capital
has been expanded, i. e., the degree of its self-expansion. If we pro-
ceed from this rate of profit, we cannot therefore conclude the specific
relations between the surplus and the portion of capital invested in
wages. We shall see in a subsequent chapter what amusing somer-
saults Malthus makes when he tries in this way to get at the secret of
the surplus value and of its specific relation to the variable part of the
capital. !> What the rate of profit actually shows is rather a uniform
relation of the excess to equal portions of the capital, which, from this
point of view, does not show any inner difference at all, unless it be
between the fixed and circulating capital. And it shows this differ-
ence, too, only because the excess is calculated in two ways; namely,
first, as a simple magnitude — as excess over the cost price. In this, its
initial, form, the entire circulating capital goes into the cost price,
while of the fixed capital only the wear and tear goes into it. Second,
the relation of this excess in value to the total value of the advanced
capital. In this case, the value of the total fixed capital enters into the
calculation, quite the same as the circulating capital. Therefore, the
circulating capital goes in both times in the same way, while the fixed
capital goes in differently the first time, and in the same way as circu-
lating capital the second time. Under the circumstances the differ-
ence between fixed and circulating capital is the only one which ob-
trudes itself.

If, as Hegel would put it, the excess therefore re-reflects itself in
itself out of the rate of profit, or, put differently, the excess is more
closely characterised by the rate of profit, it appears as an excess pro-
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duced by capital above its own value over a year, or in a given period
of circulation.

Although the rate of profit thus differs numerically from the rate of
surplus value, while surplus value and profit are actually the same
thing and numerically equal, profit is nevertheless a converted form
of surplus value, a form in which its origin and the secret of its exist-
ence are obscured and extinguished. In effect, profit is the form in
which surplus value presents itself to the view, and must initially be
stripped by analysis to disclose the latter. In surplus value, the rela-
tion between capital and labour is laid bare; in the relation of capital
to profit, 1. e., of capital to surplus value that appears on the one hand
as an excess over the cost price of commodities realised in the process
of circulation and, on the other, as an excess more closely determined
by its relation to the total capital, the capital appears as a relation to
wself, a relation in which it, as the original sum of value, is distin-
guished from a new value which it generated. One is conscious that
capital generates this new value by its movement in the processes of
production and circulation. But the way in which this occurs is
cloaked in mystery and appears to originate from hidden qualities in-
herent in capital itself.

The further we follow the process of the self-expansion of capital,
the more mysterious the relations of capital will become, and the less
the secret of its internal organism will be revealed.

In this part, the rate of profit is numerically different from the rate
of surplus value; while profit and surplus value are treated as having
the same numerical magnitude but only a different form. In the next
part we shall see how the alienation goes further, and how profit rep-
resents a magnitude differing also numerically from surplus value.

Chapter III

THE RELATION OF THE RATE OF PROFIT
TO THE RATE OF SURPLUS VALUE

Here, as at the close of the preceding chapter, and generally in this

entire first part, we presume the amount of profit falling to a given
capital to be equal to the total amount of surplus value produced by

2 Cf. present edition, Vol. 33, pp. 70-71.
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means of this capital during a certain period of circulation. We thus
leave aside for the present the fact that, on the one hand, this surplus
value may be broken up into various subforms, such as interest on cap-
ital, ground rent, taxes, etc., and that, on the other, it is not, as a rule,
identical with profit as appropriated by virtue of a general average
rate of profit, which will be discussed in the second part.

So far as the quantity of profit is assumed to be equal to that of sur-
plus value, its magnitude, and that of the rate of profit, is determined
by ratios of simple figures given or ascertainable in every individual
case. The analysis, therefore, first is carried on purely in the mathe-
matical field.

We retain the designations used in Books I and II. Total capital
C consists of constant capital ¢ and variable capital v, and produces
a surplus value s. The ratio of this surplus value to the advanced

variable capital, or sv, is called the rate of surplus value and designat-
ed s’. Therefore 4 =5, and consequently s = s’v. If this surplus

value is related to the total capital instead of the variable capital, it is
called profit, p, and the ratio of the surplus value s to the total capital

C, or % , is called the rate of profit, p’. Accordingly,

;S s
P=¢c=c+v:

Now, substituting for s its equivalent s'v, we find

, v v

P =sc=%ctv

which equation may also be expressed by the proportion
p/ 8 =v:C;

the rate of profit is related to the rate of surplus value as the variable
capital is to the total capital.

It follows from this proportion that the rate of profit, p’, is always
smaller than s, the rate of surplus value, because v, the variable capi-
tal, is always smaller than C, the sum of v + ¢, or the variable plus
the constant capital; the only, practically impossible case excepted, in
which v = C; that is, no constant capital at all, no means of produc-
tion, but only wages are advanced by the capitalist.

However, our analysis also considers a number of other factors
which have a determining influence on the magnitude of ¢, v, and s,
and must therefore be briefly examined.
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First, the value of money. We may assume this to be constant
throughout.

Second, the turnover. We shall leave this factor entirely out of con-
sideration for the present, since its influence on the rate of profit will
be treated specially in a later chapter. //Here we anticipate just one

point, that the formula p’ = s’% is strictly correct only for one period

of turnover of the variable capital. But we may correct it for an an-
nual turnover by substituting for the simple rate of surplus value, s’,
the annual rate of surplus value, s'n. In this, n is the number of turn-
overs of the variable capital within one year. (Cf. Book 11, Chapter
XVL 1)—F.E|]

Third, due consideration must be given to productivity of labour,
whose influence on the rate of surplus value has been thoroughly dis-
cussed in Book I (Abschn. IV).b Productivity of labour may also exert
a direct influence on the rate of profit, at least of an individual capi-
tal, if, as has been demonstrated in Book I (Kap. X, S. 323/314),° this
individual capital operates with a higher than the average social pro-
ductivity and produces commodities at a lower value than their aver-
age social value, thereby realising an extra profit. However, this case
will not be considered for the present, since in this part of the work we
also proceed from the premiss that commodities are produced under
normal social conditions and are sold at their values. Hence, we as-
sume in each case that the productivity of labour remains constant. In
effect, the value composition of a capital invested in a branch of indus-
try, that is, a certain proportion between the variable and constant
capital, always expresses a definite degree of labour productivity.
As soon, therefore, as this proportion is altered by means other than
a mere change in the value of the material elements of the constant
capital, or a change in wages, the productivity of labour must like-
wise undergo a corresponding change, and we shall often enough see,
for this reason, that changes in the factors c, v, and s also imply
changes in the productivity of labour.

The same applies to the three remaining factors— the length of the
working day, intensity of labour, and wages. Their influence on the quan-
tity and rate of surplus value has been exhaustively discussed in Book
I.4 Tt will be understood, therefore, that notwithstanding the assump-

2 See present edition, Vol. 36. - ® English edition: Part I'V (ibid., Vol. 35). - ¢ English
edition: Ch. XII (ibid., pp. 321-24). - ¢ Ibid., pp. 519-31.



Ch. III.— Relation of Rate of Profit to Rate of Surplus Value 55

tion, which we make for the sake of simplicity, that these three factors
remain constant, the changes that occur in v and s may nevertheless
imply changes in the magnitude of these, their determining elements.
In this respect we must briefly recall that the wage influences the
quantity of surplus value and the rate of surplus value in inverse pro-
portion to the length of the working day and the intensity of labour;
that an increase in wages reduces the surplus value, while a lengthen-
ing of the working day and an increase in the intensity of labour add
to 1t.

Suppose a capital of 100 produces a surplus value of 20 employing
20 labourers working a 10-hour day for a total weekly wage of 20.
Then we have:

80, 4 20, + 20,; 5" = 100%, p’ = 20%.

Now the working day is lengthened to 15 hours without raising the
wages. The total value produced by the 20 labourers will thereby
increase from 40 to 60 (10: 15 = 40:60). Since v, the wages paid to
the labourers, remains the same, the surplus value rises from 20 to 40,
and we have:

80+ 20, + 40_; s = 200%,, p’ = 40%,.

If, conversely, the ten-hour working day remains unchanged, while
wages fall from 20 to 12, the total value product amounts to 40 as
before, but is differently distributed; v falls to 12, leaving a remainder
of 28 for s. Then we have:

80, + 12, + 28,5 &' = 2334 %, p’ = § =30} %.

Hence, we see that a prolonged working day (or a corresponding
increase in the intensity of labour) and a fall in wages both increase
the amount, and thus the rate, of surplus value. Conversely, a rise
in wages, other things being equal, would lower the rate of surplus
value. Hence, if v rises through a rise in wages, it does not express
a greater, but only a dearer quantity of labour, in which case s” and p’
do not rise, but fall.

This indicates that changes in the working day, intensity of labour
and wages cannot take place without a simultaneous change in v and
s and their ratio, and therefore also p’, which is the ratio of s to the
total capital ¢ + v. And it is also evident that changes in the ratio of
s to v also imply corresponding changes in at least one of the three
above-mentioned labour conditions.

Precisely this reveals the specific organic relationship of variable



56 Part I.—The Conversion of Surplus Value into Profit

capital to the movement of the total capital and to its self-expansion,
and also its difference from constant capital. So far as generation of
value is concerned, the constant capital is important only for the val-
ue it has. And it is immaterial to the generation of value whether a
constant capital of £1,500 represents 1,500 tons of iron at, say, £1, or
500 tons of iron at £3. The quantity of actual material, in which the
value of the constant capital is incorporated, is altogether irrelevant
to the formation of value and the rate of profit, which varies inversely
to this value no matter what the ratio of the increase or decrease of
the value of constant capital to the mass of material use value which it
represents,

It is different with variable capital. It is not the value it has, not the
labour objectified in it, that matter at this point, but this value as a
mere index of the total labour that it sets in motion and which is not
expressed in it— the total labour, whose difference from the labour
expressed in the value of the variable capital, hence the paid labour,
i.e., that portion of the total labour which produces surplus value, is
all the greater, the less labour is contained in that variable capital
itself. Suppose, a 10-hour working day is equal to ten shillings = ten
marks. If the labour necessary to replace the wages, and thus the
variable capital = 5 hours = 5 shillings, then the surplus labour = 5
hours and the surplus value =5 shillings. Should the necessary
labour = 4 hours = 4 shillings, then the surplus labour = 6 hours and
the surplus value = 6 shillings.

Hence, as soon as the value of the variable capital ceases to be an
index of the quantity of labour set in motion by it, and, moreover, the
measure of this index is altered, the rate of surplus value will change
in the opposite direction and inversely.

Let us now go on to apply the above-mentioned equation of the

v . -
rate of profit, p’ = s, to the various possible cases. We shall succes-

sively change the value of the individual factors of s é and determine

the effect of these changes on the rate of profit. In this way we shall
obtain different series of cases, which we may regard either as succes-
sive altered conditions of operation for one and the same capital, or
as different capitals existing side by side and introduced for the sake
of comparison, taken, as it were, from different branches of industry
or different countries. In cases, therefore, where the conception of
some of our examples as successive conditions for one and the same
capital appears to be forced or impracticable, this objection falls
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away the moment they are regarded as comparisons of independent
capitals. y
Hence, we now separate the product s’ into its two factors s’

and % At first we shall treat s” as constant and analyse the effect
of the possible variations of % After that we shall treat the fraction

—é as constant and let s” pass through its possible variations. Finally
we shall treat all factors as variable magnitudes and thereby exhaust
all the cases from which laws concerning the rate of profit may be

derived.

1. 8" CONSTANT, ~~ VARIABLE

’ C
This case, which embraces a number of subordinate cases, may be
covered by a general formula. Take two capitals, C and C,, with their
respective variable components, v and v;, with a common rate of
surplus value s, and rates of profit p” and p’,. Then:
’ A S M
P'=s¢c;Pi=57, -
Now let us make a proportion of C and C|, and of v and v,. For
C,
instance, let the value of the fractlon? E, and that of L= e.

Then C, = EC, and v, = ev. Substituting in the above equation these

values for P, G, and v,, we obtain
A ev
P = EC "

Again, we may derive a second formula from the above two equa-

tions by transforming them into the proportion:
ro N v
PP =sgis g =wig,

Since the value of a fraction is not changed if we multiply or divide

its numerator and denominator by the same number, we may reduce

el and - to percentages that is, we may make C and C, both =

v oY
100. Then we have C Too and c,” 100 and may then drop the
denominators in the above proportion, obtaining:
pip i =v:iv, orn

Taking any two capitals operating with the same rate of surplus
value, the rates of profit are to each other as the variable portions
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of the capitals calculated as percentages of their respective total
capitals. y
These two formulas embrace all the possible variations of .

One more remark before we analyse these various cases singly.
Since C is the sum of ¢ and v, of the constant and variable capitals,
and since the rates of surplus value, as of profit, are usually expressed
in percentages, it is convenient to assume that the sum of ¢ + v is also
equal to 100, i. e., to express ¢ and v in percentages. For the determi-
nation of the rate of profit, if not of the amount, it is immaterial
whether we say that a capital of 15,000, of which 12,000 is constant
and 3,000 is variable, produces a surplus value of 3,000, or whether
we reduce this capital to percentages.

15,000 C = 12,000, + 3,000, (+ 3,000,)
100 C = 80, + 20, (+ 20,).

In either case the rate of surplus value s” = 1009, and the rate of
profit = 209%,.
The same is true when we compare two capitals, say, the foregoing
capital with another, such as
12,000 C = 10,800, + 1,200, (+ 1,200,)
100 C =90, + 10, (+10,)

in both of which s” = 1009, p” = 109%,, and in which the comparison
with the foregoing capital is clearer in percentage form.

On the other hand, if it is a matter of changes taking place in one
and the same capital, the form of percentages is rarely to be used, be-
cause it almost always obscures these changes. If a capital expressed
in the form of percentages:

80, + 20, + 20,

assumes the form of percentages:
90, + 10, + 10,,

we cannot tell whether the changed composition in percentages,
90, + 10,, is due to an absolute decrease of v or an absolute increase
of ¢, or to both. We would need the absolute magnitudes in figures
to ascertain this. In the analysis of the following individual cases
of variation, however, everything depends on how these changes
have come about; whether 80, + 20, changed into 90, + 10, through
an increase of the constant capital without any change in the variable
capital, for instance through 12,000, + 3,000, changing into



Ch. IIT.—Relation of Rate of Profit to Rate of Surplus Value 59

27,000, + 3,000, (corresponding to a percentage of 90, + 10,); or
whether they took this form through a reduction of the variable capi-
tal, with the constant capital remamlng unchanged, that is, through
a change into 12,000, + 1,333; , (also corresponding to a percentage
of 90, + 10,); or, lastly, whether both of the terms changed into
13,500C + 1,500, (corresponding once more to a percentage of 90, +
+ 10,). But it is precisely these cases which we shall have to suc-
cessively analyse, and in so doing dispense with the convenient form
of percentages, or at least employ these only as a secondary alterna-
tive.

1) " and C constant, v variable

If v changes in magnitude, C can remain unaltered only if c, the
other component of C, that is, the constant capital, changes by the
same amount as v, but in the opposite direction. If C original-
ly =80, + 20, = 100, and if v is then reduced to 10, then C
can = 100 only if c is increased to 90; 90_ + 10, = 100. Generally
speaking, if v is transformed into v + d, into v increased or decreased
by d, then ¢ must be transformed into ¢ I d, into ¢ varying by the
same amount, but in the opposite direction, so that the conditions of
the present case are satisfied.

Similarly, if the rate of surplus value §’ remains the same, while
the variable capital v changes, the amount of surplus value s must
change, since s = s’v, and since one of the factors of s'v, namely v, is
given another value.

The assumptions of the present case produce, alongside the original
equation,

’ ’_L
p =5¢»

still another equation through the variation of v:
Y1
p 1= S C >
in which v has become v, and p’,, the resultant changed rate of profit,

is to be found.
It is determined by the following proportion:
’ ’ ’ ’ Vl
pip,= s%:s C= ViV

Or: with the rate of surplus value and total capital remaining the



60 Part I.— The Conversion of Surplus Value into Profit

same, the original rate of profit is to the new rate of profit produced
by a change in the variable capital as the original variable capital is
to the changed variable capital.
If the original capital was, as above:
1. 15,000 C = 12,000, + 3,000, (+3,000,), and if it is now:
I1. 15,000 C = 13,000, + 2,000, (+2,000,), then C = 15,000 and
s’ = 100%, in elther case, and the rate of profit of I, 209%,, is to
that of 1T, 13 9, as the varlable capital of 1, 3 000 is to that
of 11, 2000 i.e., 20%:13 ;% = 3,000:2,000.
Now, the variable capltal may either rise or fall. Let us first take an
example in which it rises. Let a certain capital be originally constitut-
ed and employed as follows:

I. 100, + 20, + 10; C = 120, s’ = 50%,, p’ = 83 %,

Now let the variable capital rise to 30. In that case, according to
our assumption, the constant capital must fall from 100 to 90 so that
total capital remains unchanged at 120. The rate of surplus value
remaining constant at 509, the surplus value produced will then rise
from 10 to 15. We shall then have:

I1. 90_+ 30, + 15; C = 120, s’ = 509%, p’ = 125 %,

Let us first proceed from the assumption that wages remain
unchanged. Then the other factors of the rate of surplus value, ie.,
the working day and the intensity of labour, must also remain un-
changed. In that event the rise of v (from 20 to 30) can signify only
that another half as many labourers are employed. Then the total
value produced also rises one- half from 30 to 45, and is distributed,
just as before, 5 for wages and 3 for surplus value But at the same
time, with the increase in the number of labourers, the constant capi-
tal, the value of the means of production, has fallen from 100 to 90.
We have, then, a case of decreasing productivity of labour combined
with a simultaneous shrinkage of constant capital. Is such a case eco-
nomically possible?

In agriculture and the extractive industries, in which a decrease in
labour productivity and, therefore, an increase in the number of
employed labourers is quite comprehensible, this process is— on the
basis and within the scope of capitalist production —attended by an
increase, instead of a decrease, of constant capital. Even if the above
fall of ¢ were due merely to a fall in prices, an individual capital
would be able to accomplish the transition from I to II only under
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very exceptional circumstances. But in the case of two independent
capitals invested in different countries, or in different branches of
agriculture or extractive industry, it would be nothing out of the ordi-
nary if in one of the cases more labourers (and therefore more vari-
able capital) were employed and worked with less valuable or scant-
ier means of production than in the other case.

But let us drop the assumption that the wage remains the same,
and let us explain the rise of the variable capital from 20 to 30
through a rise of wages by one-half. Then we shall have an entirely
different case. The same number of labourers —say, 20 — continue to
work with the same or only slightly reduced means of production. If
the working day remains unchanged —say, 10 hours— then the total
value produced also remains unchanged. It was and remains = 30.
But all of this 30 is now required to make good the advanced variable
capital of 30; the surplus value would disappear. We have assumed,
however, that the rate of surplus value should remain constant, that
is, the same as in I, at 509,. This is possible only if the working day
is prolonged by one-half, to 15 hours. Then the 20 labourers would
produce a total value of 45 in 15 hours, and all conditions would be
satisfied:

I1. 90, + 30, + 15; C =120, s’ = 50%, p’ = 125 %.

In this case, the 20 labourers do not require any more means of
labour, tools, machines, etc., than in case I. Only the raw materials or
auxiliary materials would have to be increased by one-half. In the
event of a fall in the prices of these materials, the transition from
I to I1 might be more possible economically, even for an individual
capital in keeping with our assumption. And the capitalist would
be somewhat compensated by increased profits for any loss incurred
through the depreciation of his constant capital.

Now let us assume that the variable capital falls, instead of rising.
Then we have but to reverse our example, taking II as the original
capital, and passing from II to I.

I1. 90_+ 30, + 15, then changes into

I. 100, 4+ 20, + 10,, and it is evident that this transposition does
not in the least alter any of the conditions regulating the respective
rates of profit and their mutual relation.

If v falls from 30 to 20 because 5 fewer labourers are employed
with the growing constant capital, then we have before us the normal
case of modern industry, namely, an increasing productivity of
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labour, and the operation of a larger quantity of means of production
by fewer labourers. That this movement is necessarily connected with
a simultaneous drop in the rate of profit will be developed in the third
part of this book.

If, on the other hand, v falls from 30 to 20, because the same num-
ber of labourers is employed at lower wages, the total value produced
would, with the working day unchanged, as before = 30, + 15, = 45.
Since v fell to 20, the surplus value would rise to 25, the rate of sur-
plus value from 509%, to 1259%,, which would be contrary to our
assumption. To comply with the conditions of our case, the surplus
value, with its rate at 509, must rather fall to 10, and the total value
produced must, therefore, fall from 45 to 30, and this is possible only
if the working day is reduced by . Then, as before, we have:

100, + 20, + 10, 8" = 509%, p’ = 81%.

It need hardly be said that this reduction of the working time,
in the case of a fall in wages, would not occur in practice. But that is
immaterial. The rate of profit is a function of several variable magni-
tudes, and if we wish to know how these variables influence the rate of
profit, we must analyse the individual effect of each in turn, regard-
less of whether such an isolated effect is economically practicable with
one and the same capital.

2) s constant, v v