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Preface by the Institute of Marxism-leninism, C.C. C.P.S.U.



Contents of the Manuscript Theories of Surplus-Value.

Part |

General Observation.




Chapter I. Sir James Steuart. Distinction between “Profit upon
Alienation” and the Positive Increase of Wealth



Chapter Ill. The Physiocrats

1 Transfer of the Inquiry into the Origin of Surplus-Value from the Sphere of Circulation into the Sphere of
Direct Production. Conception of Rent as the Sole Form of Surplus-Value

2 Contradictions in the System of the Physiocrats: the Feudal Shell of the System and Its Bourgeois
Essence; the Twofold Treatment of Surplus-Value

3 Quesnay on the Three Classes in Society. Further Development of Physiocratic Theory with Turgot:
Elements of a Deeper Analysis of Capitalist Relations

4 Confusion of Value with Material Substance (Paoletti)

5 Elements of Physiocratic Theory in Adam Smith

6 The Physiocrats as Partisans of Large-Scale Capitalist Agriculture

7 Contradictions in the Political Views of the Physiocrats. The Physiocrats and the French Revolution
8 MWulgarisation of the Physiocratic Doctrine by the Prussian Reactionary Schmalz

9 An Early Critique of the Superstition of the Physiocrats in the Question of Agriculture (Verri)



Chapter lll. Adam Smith

1.

2.

3.

>

© o

I~

8.

9.

Smith’s Two Different Definitions of Value; the Determination of Value by the Quantity of Labour
Expended Which Is Contained in a Commodity, and Its Determination by the Quantity of Living Labour
Which Can Be Bought in Exchange for This Commodity

Smith’s General Conception of Surplus-value. The Notion of Profit, Rent and Interest as Deductions
from the Product of the Worker’s Labour

Adam Smith’s Extension of the idea of Surplus-Value to All Spheres of Social Labour

Smith’s Failure to Grasp the Specific Way in Which the Law of Value Operates in the Exchange
between Capital and Wage-Labour

Smith’s Identification of Surplus-Value with Profit. The Wilgar Element in Smith’s Theory
Smith’s Erroneous View of Profit, Rent of Land and Wages as Sources of Value

Smith’s Dual View of the Relationship between Value and Revenue. The Vicious Circle of Smith’s
Conception of “Natural Price” as the Sum of Wages, Profit and Rent

Smith’s Error in Resolving the Total Value of the Social Product into Revenue. Contradictions in His
Views on Gross and Net Revenue

Say as Vulgariser of Smith’s Theory. Say’s Identification of the Social Gross Product with the Social
Revenue. Attempts to Draw a Distinction between Them by Storch and Ramsay

10. Inquiry into How It Is Possible for the Annual Profit and Wages to Buy the Annual Commodities,

Which Besides Profit and Wages Also Contain Constant Capital

(a) Impossibility of the Replacement of the Constant Capital of the Producers of Consumption
Goods through Exchange between These Producers

(b) Impossibility of Replacing the Whole Constant Capital of Society by Means of Exchange
between the Producers of Articles of Consumption and the Producers of Means of Production

(c) Exchange of Capital for Capital between the Producers of Means of Production, Annual Product
of Labour and the Product of Labour Newly Added Annually

11. Additional Points: Smith’s Confusion on the Question of the Measure of Value. General Character of

the Contradictions in Smith



Chapter IV. Theories of Productive and Unproductive Labour

1.

2.

3.

8.

9.

Productive Labour from the Standpoint of Capitalist Production: Labour Which Produces Surplus-
Value

Views of the Physiocrats and Mercantilists on Productive Labour

The Duality in Smith’s Conception of Productive Labour. His First Explanation: the View of Productive
Labour as Labour Exchanged for Capital

4. Adam Smith’s Second Explanation: the View of Productive Labour as Labour Which Is Realised in

Commodity

Vulgarisation of Bourgeois Political Economy in the Definition of Productive Labour

. Advocates of Smith’s Views on Productive Labour. On the History of the Subject

(a) Advocates of the First View: Ricardo, Sismondi
(b) Early Attempts to Distinguish between Productive and Unproductive Labour (D’Avenant, Petty)
(c) John Stuart Mill, an Adherent of Smith’s Second View of Productive Labour

Germain Garnier. Vulgarisation of the Theories Put Forward by Smith and the Physiocrats

(a) Confusion of Labour Which Is Exchanged against Capital with Labour Exchanged against
Revenue. The False Conception that the Total Capital Is Replaced through the Revenue of the
Consumers

(b) Replacement of the Constant Capital by Means of the Exchange of Capital against Capital

(c) Mulgar Assumptions of Garnier’s Polemics against Smith. Garnier’s Relapse into Physiocratic
Ideas. The View of the Unproductive Labourer’s Consumption as the Source of Production— a
Step Backwards as Compared with the Physiocrats

Charles Ganilh Mercantilist Conception of Exchange and Exchange-Value. Inclusion of All Paid Labour
in the Concept of Productive Labour

Ganilh and Ricardo on Net Revenue. Ganilh as Advocate of a Diminution of the Productive Population;
Ricardo as Advocate of the Accumulation of Capital and the Growth of Productive Forces

10. Exchange of Revenue and Capital Replacement of the Total Amount of the Annual Product: (a)

Exchange of Revenue for Revenue; (b) Exchange of Revenue for Capital; (¢) Exchange of Capital for
Capital

11. Ferrier Protectionist Character of Ferrier’'s Polemics against Smith’s Theory of Productive Labour

and the Accumulation of Capital. Smith’s Confusion on the Question of Accumulation. The Vulgar
Element in Smith’s View of “Productive Labourers”

12. Earl of Lauderdale Apologetic Conception of the Ruling Classes as Representatives of the Most

Important Kinds of Productive Labour

13. Say’s Conception of “Immaterial Products”. Vindication of an Unrestrained Growth of Unproductive

Labour



14. Count Destutt de Tracy Vulgar Conception of the Origin of Profit. Proclamation of the “Industrial
Capitalist” as the Sole Productive Labourer

15. General Nature of the Polemics Against Smith’s Distinction between Productive and Unproductive
Labour. Apologetic Conception of Unproductive Consumption as a Necessary Spur to Production

16. Henri Storch Unhistorical Approach to the Problems of the Interaction between Material and Spiritual
Production. Conception of “iImmaterial Labour” Performed by the Ruling Class

17. Nassau Senior Proclamation of All Functions Useful to the Bourgeoisie as Productive. Toadyism to
the Bourgeoisie and the Bourgeois State

18. Pellegrino Rossi Disregard of the Social Form of Economic Phenomena. Vulgar Conception of
“Labour-Saving” by Unproductive Labourers

19. Apologia for the Prodigality of the Rich by the Malthusian Chalmers

20. Concluding Observations on Adam Smith and His Views on Productive and Unproductive Labour



[Chapter V] Necker [Attempt to Present the Antagonism of
Classes in Capitalism as the Antithesis between Poverty and
Wealth]



[Chapter VI] Quesnhay’s Tableau Economique (Digression)

1. Quesnay’s Attempt to Show the Process of Reproduction and Circulation of the Total Capital

2. Circulation between Farmers and Landowners. The Return Circuit of Money to the Farmers, Which
Does Not Express Reproduction

3. On the Circulation of Money between Capitalist and Labourer

(@) The Absurdity of Speaking of Wages as an Advance by the Capitalist to the Labourer.
Bourgeois Conception of Profit as Reward for Risk

(b) Commaodities Which the Labourer Buys from the Capitalist. AReturn Flow of the Money Which
Does Not Indicate Reproduction

4. Circulation between Farmer and Manufacturer According to the Tableau Economique

5. Circulation of Commodities and Circulation of Money in the Tableau Economique. Different Cases in
Which the Money Flows Back to Its Starting-Point

6. Significance of the Tableau Economique in the History of Political Economy



[Chapter VII] Linguet. [Early Critique of the Bourgeois-Liberal

View of the “Freedom” of the Labourer]



Addenda to Part 1 of Theories of Surplus-Value

1. Hobbes on Labour, on Value and on the Economic Role of Science

2. Historical: Petty Negative Attitude to Unproductive Occupations. Germs of the Labour Theory of
Value. Attempt to Explain Wages, Rent of Land, the Price of Land and Interest on the Basis of the
Theory of Value

3. Petty, Sir Dudley North, Locke
4. Locke Treatment of Rent and Interest from the Standpoint of the Bourgeois Theory of Natural Law
5. North Money as Capital. The Growth of Trade as the Cause of the Fall in the Rate of Interest
6. Berkeley on Industry as the Source of Wealth
7. Hume and Massie
(a) Massie and Hume on Interest
(b) Hume. Fall of Profit and Interest Dependent on the Growth of Trade and Industry

(c) Massie. Interest as Part of Profit. The Level of Interest Explained by the Rate of Profit
(d) Conclusion

8. Addendum to the Chapters on the Physiocrats

(a) Supplementary Note on the Tableau Economique. Quesnay’s False Assumptions

(b) Partial Reversion of Individual Physiocrats to Mercantilist Ideas. Demand of the Physiocrats for
Freedom of Competition

(c) Original Formulation of Why It Is Impossible to Increase Value in Exchange
9. Glorification of the Landed Aristocracy by Buat, an Epigone of the Physiocrats

10. Polemics against the Landed Aristocracy from the Standpoint of the Physiocrats (an Anonymous
English Author)

11. Apologist Conception of the Productivity of All Professions
12. Productivity of Capital. Productive and Unproductive Labour
(a) Productivity of Capital as the Capitalist Expression of the Productive Power of Social Labour
(b) Productive Labour in the System of Capitalist Production
(c) Two Essentially Different Phases in the Exchange between Capital and Labour
(d) The Specific Use-Value of Productive Labour for Capital

(e) Unproductive Labour as Labour Which Performs Services; Purchase of Services under

Conditions of Capitalism. Vulgar Conception of the Relation between Capital and Labour as an
Exchange of Services



(f) The Labour of Handicraftsmen and Peasants in Capitalist Society
(9) Supplementary Definition of Productive Labour as Labour Which Is Realised in Material Wealth
(h) Manifestations of Capitalism in the Sphere of Inmaterial Production

(i) The Problem of Productive Labour from the Standpoint of the Total Process of Material
Production

() The Transport Industry as a Branch of Material Production. Productive Labour in the Transport
Industry

13. Draft Plans for Parts | and lll of Capital
(a) Plan for Part | or Section | of Capital
(b) Plan for Part lll or Section lll of Capital

(c) Plan for Chapter Il of Part lll of Capital

Part 11



Chapter VIIl. Herr Rodbertus. New Theory of Rent. (Digression)
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9.

Excess Surplus-Value in Agriculture. Agriculture Develops Slower Than Industry under Conditions of
Capitalism

The Relationship of the Rate of Profit to the Rate of Surplus-Value, The Value of Agricultural Raw
Material as an Element of Constant Capital in Agriculture

Value and Average Price in Agriculture. Absolute Rent
(a) Equalisation of the Rate of Profit in Industry
(b) Formulation of the Problem of Rent

(c) Private Ownership of the Land as a Necessary Condition for the Existence of Absolute Rent.
Surplus-Value in Agriculture Resolves into Profit and Rent

Rodbertus’s Thesis that in Agriculture Raw Materials Lack Value Is Fallacious
Wrong Assumptions in Rodbertus’s Theory of Rent

Rodbertus’s Lack of Understanding of the Relationship Between Average Price and Value in Industry
and Agriculture. The Law of Average Prices

Rodbertus’s Erroneous Views Regarding the Factors Which Determine the Rate of Profit and the Rate
of Rent

(a) Rodbertus’s First Thesis
(b) Rodbertus’s Second Thesis
(c) Rodbertus’s Third Thesis
The Kernel of Truth in the Law Distorted by Rodbertus

Differential Rent and Absolute Rent in Their Reciprocal Relationship. Rent as an Historical Category.
Smith’s and Ricardo’s Method of Research)

10. Rate of Rent and Rate of Profit. Relation Between Productivity in Agriculture and in Industry in the

Different Stages of Historical Development



Chapter IX. Notes on the History of the Discovery of the So-

Called Ricardian Law of Rent. Supplementary Notes on
Rodbertus (Digression)
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The Discovery of the Law of Differential Rent by Anderson. Distortion of Anderson’s Views by His
Plagiarist: Malthus, in the Interests of the Landowners

Ricardo’s Fundamental Principle in Assessing Economic Phenomena Is the Development of the
Productive Forces. Malthus Defends the Most Reactionary Elements of the Ruling Classes. Virtual
Refutation of Malthus’s Theory of Population by Darwin

Roscher’s Falsification of the History of Views on Ground-Rent. Examples of Ricardo’s Scientific
Impartiality, Rent from Capital Investment in Land and Rent from the Exploitation of Other Elements of
Nature. The Twofold Influence of Competition

Rodbertus’s Error Regarding the Relation Between Value and Surplus-Value When the Costs of
Production Rise)

Ricardo’s Denial of Absolute Rent—a Result of His Error in the Theory of Value

Ricardo’s Thesis on the Constant Rise in Corn Prices. Table of Annual Average Prices of Corn from
1641 to 1859

Hopkins’s Conjecture about the Difference Between Absolute Rent and Differential Rent; Explanation
of Rent by the Private Ownership of Land

The Costs of Bringing Land into Cultivation. Periods of Rising and Periods of Falling Corn Prices
(1641-1859)

Anderson versus Malthus. Anderson’s Definition of Rent. His Thesis of the Rising Productivity of
Agriculture and Its Influence on Differential Rent

10. The Untenability of the Rodbertian Critique of Ricardo’s Theory of Rent. Rodbertus’s Lack of

Understanding of the Peculiarities of Capitalist Agriculture



Chapter X. Ricardo’s and Adam Smith’s Theory of Cost-Price
(Refutation)




A

1.

2.

Ricardo’s Theory of Cost-Price

Collapse of the Theory of the Physiocrats and the Further Development of the Theories of Rent

The Determination of Value by Labour-Time — the Basis of Ricardo’s Theory. Despite Certain

Deficiencies the Ricardian Mode of Investigation Is a Necessary Stage in the Development of Political
Economy

Ricardo’s Confusion about the Question of “Absolute” and “Relative” Value. His Lack of Understanding
of the Forms of Value

Ricardo’s Description of Profit, Rate of Profit, Average Prices etc.

(a) Ricardo’s Confusion of Constant Capital with Fixed Capital and of Variable Capital with

Circulating Capital. Erroneous Formulation of the Question of Variations in “Relative Values” and
Their Causative Factors

(b) Ricardo’s Confusion of Cost-Prices with Value and the Contradictions in His Theory of Value
Arising Therefrom. His Lack of Understanding of the Process of Equalisation of the Rate of
Profit and of the Transformation of Values into Cost-Prices

5. Average or Cost-Prices and Market-Prices

(a) Introductory Remarks: Individual Value and Market-Value; Market-Value and Market-Price

(b) Ricardo Confuses the Process of the Formation of Market-Value and the Formation of Cost-
Prices

(c) Ricardo’s Two Different Definitions of “Natural Price”. Changes in Cost-Price Caused by
Changes in the Productivity of Labour



B. Adam Smith’s Theory of Cost-Price

1. Smith’s False Assumptions in the Theory of Cost-Prices. Ricardo’s Inconsistency Owing to His
Retention of the Smithian Identification of Value and Cost-Price

2. Adam Smith’s Theory of the “Natural Rate” of Wages, Profit and Rent



Chapter XlI. Ricardo’s Theory of Rent

1. Historical Conditions for the Development of the Theory of Rent by Anderson and Ricardo
2. The Connection Between Ricardo’s Theory of Rent and His Explanation of Cost-Prices

3. The Inadequacy of the Ricardian Definition of Rent



Chapter Xll. Tables of Differential Rent and Comment

1. Changes in the Amount and Rate of Rent
2. Various Combinations of Differential and Absolute Rent. Tables A, B, C, D, E
3. Analysis of the Tables
(a) Table A. The Relation Between Market-Value and Individual Value in the Various Classes

(b) The Connection Between Ricardo’s Theory of Rent and the Conception of Falling Productivity in
Agriculture. Changes in the Rate of Absolute Rent and Their Relation to the Changes in the
Rate of Profit

(c) Observations on the Influence of the Change in the Value of the Means of Subsistence and of
Raw Material (Hence also the Value of Machinery) on the Organic Composition of Capital

(d) Changes in the Total Rent, Dependent on Changes in the Market-Value



Chapter Xlll. Ricardo’s Theory Of Rent (Conclusion)

1.

Ricardo’s Assumption of the Non-Existence of Landed Property. Transition to New Land Is Contingent
on lts Situation and Fertility

2. The Ricardian Assertion that Rent Cannot Possibly Influence the Price of Corn. Absolute Rent

Causes the Prices of Agricultural Products to Rise

3. Smith’s and Ricardo’s Conception of the “Natural Price” of the Agricultural Product

4.

Ricardo’s Views on Improvements in Agriculture. His Failure to Understand the Economic
Consequences of Changes in the Organic Composition of Agricultural Capital

Ricardo’s Criticism of Adam Smith’s and Malthus’s Views on Rent



Chapter XIV. Adam Smith’s Theory of Rent

1. Contradictions in Smith’s Formulation of the Problem of Rent

2. Adam Smith’s Hypothesis Regarding the Special Character of the Demand for Agricultural Produce.
Physiocratic Elements in Smith’s Theory of Rent

3. Adam Smith’s Explanation of How the Relation Between Supply and Demand Affects the Various Types
of Products from the Land. Smith’s Conclusions Regarding the Theory of Rent

4. Adam Smith’s Analysis of the Variations in the Prices of Products of the Land

5. Adam Smith’s Views on the Movements of Rent and His Estimation of the Interests of the Various
Social Classes



Chapter XV. Ricardo’s Theory of Surplus-Value.




A. The Connection Between Ricardo’s Conception of Surplus-
Value and His Views on Profit and Rent

1. Ricardo’s Confusion of the Laws of Surplus-Value with the Laws of Profit
2. Changes in the Rate of Profit Caused by Various Factors

3. The Value of Constant Capital Decreases While That of Variable Capital Increases and Vice Versa,
and the Effect of These Changes on the Rate of Profit

4. Confusion of Cost-Prices with Value in the Ricardian Theory of Profit

5. The General Rate of Profit and the Rate of Absolute Rent in Their Relation to Each Other. The
Influence on Cost-Prices of a Reduction in Wages

6. Ricardo on the Problem of Surplus-Value

1. Quantity of Labour and Value of Labour. (As Presented by Ricardo the Problem of the Exchange
of Labour for Capital Cannot Be Solved

2. Value of Labour-Power. Value of Labour. (Ricardo’s Confusion of Labour with Labour-Power.
Concept of the “Natural Price of Labour”

3. Surplus-Value. An Analysis of the Source of Surplus-Value Is Lacking in Ricardo’s Work. His
Concept of Working-Day as a Fixed Magnitude

4. Relative Surplus-Value. The Analysis of Relative Wages Is One of Ricardo’s Scientific
Achievements



Chapter XVI. Ricardo’s Theory of Profit

1. Individual Instances in Which Ricardo Distinguishes Between Surplus-Value and Profit
2. Formation of the General Rate of Profit (Average Profit or “Usual Profit”)

a) The Starting-Point of the Ricardian Theory of Profit Is the Antecedent Predetermined Average
Rate of Profit

b) Ricardo’s Mistakes Regarding the Influence of Colonial Trade, and Foreign Trade in General, on
the Rate of Profit

3. Law of the Diminishing Rate of Profit
a) Wrong Presuppositions in the Ricardian Conception of the Diminishing Rate of Profit
b) Analysis of Ricardo’s Thesis that the Increasing Rent Gradually Absorbs the Profit

c) Transformation of a Part of Profit and a Part of Capital into Rent. The Magnitude of Rent Varies in
Accordance with the Amount of Labour Employed in Agriculture

d) Historical lllustration of the Rise in the Rate of Profit with a Simultaneous Rise in the Prices of
Agricultural Products. The Possibility of an Increasing Productivity of Labour in Agriculture

e) Ricardo’s Explanation for the Fall in the Rate of Profit and Its Connection with His Theory of Rent



Chapter XVII. Ricardo’s Theory of Accumulation and a Critique of
it. (The Very Nature of Capital Leads to Crises)

1. Adam Smith’s and Ricardo’s Error in Failing to Take into Consideration Constant Capital.
Reproduction of the Different Parts of Constant Capital

2. Value of the Constant Capital and Value of the Product

3. Necessary Conditions for the Accumulation of Capital. Amortisation of Fixed Capital and Its Role in
the Process of Accumulation

4. The Connection Between Different Branches of Production in the Process of Accumulation. The
Direct Transformation of a Part of Surplus-Value into Constant Capital—a Characteristic Peculiar to
Accumulation in Agriculture and the Machine-building Industry

5. The Transformation of Capitalised Surplus-Value into Constant and Variable Capital
6. Crises (Introductory Remarks)

7. Absurd Denial of the Over-production of Commaodities, Accompanied by a Recognition of the Over-
abundance of Capital

8. Ricardo’s Denial of General Over-production. Possibility of a Crisis Inherent in the Inner
Contradictions of Commodity and Money

9. Ricardo’s Wrong Conception of the Relation Between Production and Consumption under the
Conditions of Capitalism

10. Crisis, Which Was a Contingency, Becomes a Certainty. The Crisis as the Manifestation of All the
Contradictions of Bourgeois Economy

11. On the Forms of Crisis

12. Contradictions Between Production and Consumption under Conditions of Capitalism. Over-
production of the Principal Consumer Goods Becomes General Over-production

13. The Expansion of the Market Does Not Keep in Step with the Expansion of Production. The
Ricardian Conception That an Unlimited Expansion of Consumption and of the Internal Market Is
Possible

14. The Contradiction Between the Impetuous Development of the Productive Powers and the
Limitations of Consumption Leads to Overproduction. The Theory of the Impossibility of General Over-
production Is Essentially Apologetic in Tendency

15. Ricardo’s Views on the Different Types of Accumulation of Capital and on the Economic
Consequences of Accumulation



Chapter XVIIl. Ricardo’s Miscellanea. John Barton




A. Gross and Net Income



B. Machinery Ricardo and Barton on the Influence of Machines
on the Conditions of the Working Class

1. Ricardo’s Views

(a) Ricardo’s Original Surmise Regarding the Displacement of Sections of the Workers by
Machines

(b) Ricardo on the Influence of Improvements in Production on the Value of Commodities. False
Theory of the Availability of the Wages Fund for the Workers Who Have Been Dismissed

(c) Ricardo’s Scientific Honesty, Which Led Him to Revise His Views on the Question of
Machinery. Certain False Assumptions Are Retained in Ricardo’s New Formulation of the
Question

(d) Ricardo’s Correct Determination of Some of the Consequences of the Introduction of Machines
for the Working Class. Apologetic Notions in the Ricardian Explanation of the Problem

2. Barton’s Views

(a) Barton’s Thesis that Accumulation of Capital Causes a Relative Decrease in the Demand for
Labour. Barton’s and Ricardo’s Lack of Understanding of the Inner Connection Between This
Phenomenon and the Domination of Capital over Labour

(b) Barton’s Views on the Movement of Wages and the Growth of Population



Addenda.

Part III

. Early Formulation of the Thesis That the Supply of Agricultural Products Always Corresponds to

Demand. Rodbertus and the Practicians among the Economists of the Eighteenth Century

. Nathaniel Forster on the Hostility Between Landowners and Traders

. Hopkins’s Views on the Relationship Between Rent and Profit

. Carey, Malthus and James Deacon Hume on Improvements in Agriculture

. Hodgskin and Anderson on the Growth of Productivity in Agricultural Labour

. Decrease in the Rate of Profit



Chapter XIX. Thomas Robert Malthus

1. Malthus’s Confusion of the Categories Commodity and Capital
2. Malthus’s Wulgarised View of Surplus-Value

3. The Row Between the Supporters of Malthus and Ricardo in the Twenties of the 19th Century.
Common Features in Their Attitude to the Working Class

4. Malthus’s One-sided Interpretation of Smith’s Theory of Value. His Use of Smith’s Mistaken Theses in
His Polemic Against Ricardo

5. Smith’s Thesis of the Invariable Value of Labour as Interpreted by Malthus

6. Malthus’s Use of the Ricardian Theses of the Modification of the Law of Value in His Struggle Against
the Labour Theory of Value

7. Malthus’s Wulgarised Definition of Value. His View of Profit as Something Added to the Price. His
Polemic Against Ricardo’s Conception of the Relative Wages of Labour

8. Malthus on Productive Labour and Accumulation

(a) Productive and Unproductive Labour

(b) Accumulation
9. Constant and Variable Capital According to Malthus
10. Malthus’s Theory of Value Supplementary Remarks
11. Over-Production, “Unproductive Consumers”, etc

12. The Social Essence of Malthus’s Polemic Against Ricardo. Malthus’s Distortion of Sismondi’s Views
on the Contradictions in Bourgeois Production

13. Critique of Malthus’s Conception of “Unproductive Consumers” by Supporters of Ricardo

14. The Reactionary Role of Malthus’s Writings and Their Plagiaristic Character. Malthus’s Apologia for
the Existence of “Upper” and “Lower” Classes

15. Malthus’s Principles Expounded in the Anonymous Outlines Of Political Economy



Chapter XX. Disintegration of the Ricardian School

1. Robert Torrens
(a) Smith and Ricardo on the Relation Between the Average Rate of Profit and the Law of Value
(b) Torrens’s Confusion in Defining the Value of Labour and the Sources of Profit
(c) Torrens and the Conception of Production Costs
2. James Mill Futile Attempts to Resolve the Contradictions of the Ricardian System
(a) Confusion of Surplus-Value with Profit

(b) Mill’'s Vain Efforts to Bring the Exchange Between Capital and Labour into Harmony with the Law
of Value

(c) Mil’s Lack of Understanding of the Regulating Role of Industrial Profit
(d) Demand, Supply, Over-Production

(e) Prévost Rejection of Some of the Conclusions of Ricardo and James Mill. Attempts to Prove
That a Constant Decrease of Profit Is Not Inevitable

3. Polemical Writings
(a) Observations on Certain Verbal Disputes. Scepticism in Political Economy

(b) An Inquiry into those Principles ... The Lack of Understanding of the Contradictions of the
Capitalist Mode of Production Which Cause Crises

(c) Thomas De Quincey Failure to Overcome the Real Flaws in the Ricardian Standpoint

(d) Samuel Bailey
(a) Superficial Relativism on the Part of the Author of Observations on Certain Verbal Disputes
and on the Part of Bailey in Treating the Category of Value. The Problem of the Equivalent.
Rejection of the Labour Theory of Value as the Foundation of Political Economy
(b) Confusion with Regard to Profit and the Value of Labour
(c) Confusion of Value and Price. Bailey’s Subjective Standpoint

4. McCulloch

(a) Wulgarisation and Complete Decline of the Ricardian System under the Guise of lts Logical
Completion. Cynical Apologia for Capitalist Production. Unprincipled Eclecticism

(b) Distortion of the Concept of Labour Through Ilts Extension to Processes of Nature. Confusion
of Exchange-Value and Use-Value

5. Wakefield Some Objections to Ricardo’s Theory Regarding the “Value of Labour” and Rent
6. Stirling Vulgarised Explanation of Profit by the Interrelation of Supply and Demand

7. John Stuart Mill Unsuccessful Attempts to Deduce the Ricardian Theory of the Inverse Proportionality
Between the Rate of Profit and the Level of Wages Directly from the Law of Value

(a) Confusion of the Rate of Surplus-Value with the Rate of Profit. Elements of the Conception of



“Profit upon Alienation”. Confused Conception of the “Profits Advanced” by the Capitalist

(b) Apparent Variation in the Rate of Profit Where the Production of Constant Capital Is Combined
with Its Working Up by a Single Capitalist

(c) On the Influence a Change in the Value of Constant Capital Exerts on Surplus-Value, Profit and
Wages

8. Conclusion



Chapter XXI Opposition to the Economists (Based on the
Ricardian Theory)

1. The Pamphlet The Source and Remedy of the National Difficulties

(a) Profit, Rent and Interest Regarded as Surplus Labour of the Workers. The Interrelation
Between the Accumulation of Capital and the So-called “Labour Fund”

(b) On the Exchange Between Capital and Revenue in the Case of Simple Reproduction and of the
Accumulation of Capital

(c) The Merits of the Author of the Pamphlet and the Theoretical Confusion of His Views. The
Importance of the Questions He Raises about the Role of Foreign Trade in Capitalist Society and
of “Free Time” as Real Wealth

2. Ravenstone. The View of Capital as the Surplus Product of the Worker. Confusion of the Antagonistic
Form of Capitalist Development with Its Content. This Leads to a Negative Attitude Towards the
Results of the Capitalist Development of the Productive Forces

3. Hodgskin

(a) The Thesis of the Unproductiveness of Capital as a Necessary Conclusion from Ricardo’s
Theory

(b) Polemic Against the Ricardian Definition of Capital as Accumulated Labour. The Concept of
Coexisting Labour. Underestimation of the Importance of Materialised Past Labour. Available
Wealth in Relation to the Movement of Production

(c) So-called Accumulation as a Mere Phenomenon of Circulation. (Stock, etc.—Circulation
Reservoirs)

(d) Hodgskin’s Polemic Against the Conception that the Capitalists “Store Up” Means of
Subsistence for the Workers. His Failure to Understand the Real Causes of the Fetishism of

Capital
(e) Compound Interest: Fall in the Rate of Profit Based on This
(f) Hodgskin on the Social Character of Labour and on the Relation of Capital to Labour
(g) Hodgskin’s Basic Propositions as Formulated in His Book —Popular Political Economy

(h) Hodgskin on the Power of Capital and on the Upheaval in the Right of Property

4. Bray as an Opponent of the Economists



Chapter XXIl. Ramsay

1. The Attempt to Distinguish Between Constant and Variable Capital. The View that Capital Is Not an
Essential Social Form

2. Ramsay’s Views on Surplus-Value and on Value. Reduction of Surplus-Value to Profit. The Influence
Which Changes in the Value of Constant and Variable Capital Exert on the Rate and Amount of Profit

3. Ramsay on the Division of “Gross Profit” into “Net Profit” (Interest) and “Profit of Enterprise”.

Apologetic Elements in His Views on the “Labour of Superintendence”, “Insurance Covering the Risk
Involved” and “Excess Profit”



Chapter XXIll. Cherbuliez

1. Distinction Between Two Parts of Capital — the Part Consisting of Machinery and Raw Materials and
the Part Consisting of “Means of Subsistence “ for the Workers

2. On the Progressive Decline in the Number of Workers in Relation to the Amount of Constant Capital

3. Cherbuliez’s Inkling that the Organic Composition of Capital Is Decisive for the Rate of Profit. His
Confusion on This Question. Cherbuliez on the “Law of Appropriation” in Capitalist Economy

4. On Accumulation as Extended Reproduction

5. Elements of Sismondism in Cherhuliez. On the Organic Composition of Capital. Fixed and
Circulating Capital

6. Cherbuliez Eclectically Combines Mutually Exclusive Propositions of Ricardo and Sismondi



Chapter XXIV. Richard Jones

1. Reverend Richard Jones, An Essay on the Distribution of Wealth, and on the Sources of Taxation,
London, 1831, Part I, Rent Elements of a Historical Interpretation of Rent. Jones’s Superiority over
Ricardo in Particular Questions of the Theory of Rent and His Mistakes in This Field

2. Richard Jones, An Introductory Lecture on Political Economy etc. The Concept of the “Economical
Structure of Nations”. Jones’s Confusion with regard to the “Labor Fund”

3. Richard Jones, Textbook of Lectures on the Political Economy of Nations, Hertford, 1852
(a) Jones’s Views on Capital and the Problem of Productive and Unproductive Labour

(b) Jones on the Influence Which the Capitalist Mode of Production Exerts on the Development of
the Productive Forces. Concerning the Conditions for the Applicability of Additional Fixed Capital

(c) Jones on Accumulation and Rate of Profit. On the Source of Surplus-Value



Addenda. Revenue and its Sources. Vulgar Political Economy

1. The Development of Interest-Bearing Capital on the Basis of Capitalist Production Transformation of
the Relations of the Capitalist Mode of Production into a Fetish. Interest-Bearing Capital as the
Clearest Expression of This Fetish. The Vulgar Economists and the Vulgar Socialists Regarding
Interest on Capital

2. Interest-Bearing Capital and Commercial Capital in Relation to Industrial Capital. Older Forms.
Derived Forms

3. The Separation of Individual Parts of Surplus-Value in the Form of Different Revenues. The Relation of
Interest to Industrial Profit. The Irrationality of the Fetishised Forms of Revenue

4. The Process of Ossification of the Converted Forms of Surplus-Value and Their Ever Greater
Separation from Their Inner Substance—Surplus Labour. Industrial Profit as “Wages for the Capitalist”

5. Essential Difference Between Classical and Vulgar Economy. Interest and Rent as Constituent
Elements of the Market Price of Commaodities. Vulgar Economists Attempt to Give the Irrational Forms
of Interest and Rent a Semblance of Rationality

6. The Struggle of Vulgar Socialism Against Interest (Proudhon). Failure to Understand the Inner
Connection Between Interest and the System of Wage-Labour

7. Historical Background to the Problem of Interest. Luther’s Polemic Against Interest Is Superior to That
of Proudhon. The Concept of Interest Changes as a Result of the Evolution of Capitalist Relations

Post-Ricardian Social Criticism (Excerpt)

LINKS EXTERNOS: Grundrisse (1857) | Critique of Political Economy (1859)
Manuscripts of 1864 | Marx-Engels Archive | M.LA.



http://www.marxists.org/archive/marx/works/1857/grundrisse/index.htm
http://www.marxists.org/archive/marx/works/1859/critique-pol-economy/index.htm
http://www.marxists.org/archive/marx/works/1864/economic/index.htm
http://www.marxists.org/archive/marx/index.htm
http://www.marxists.org/index.htm

Preface

Theories of Surplus-Value was written by Marx between January 1862 and July 1863. This work is
part of the voluminous manuscript of 1861-63, entitled by Marx Zur Kritik der Politischen
Oekonomie (A Contribution to the Critique of Political Economy) and written by him as the
immediate sequel to the first part of 4 Contribution to the Critique of Political Economy published
in 1859. The 1861-63 manuscript consists of 23 notebooks (the pages numbered consecutively from 1
to 1472) running to some 200 printed sheets in length: it is the first systematically worked out draft —
though still only rough and incomplete — of all four volumes of Capital. Theories of Surplus-Value
forms the longest (about 110 printed sheets) and most fully elaborated part of this manuscript and is
the first and only draft of the fourth, concluding volume of “Capital . Marx called this volume, as
distinguished from the three theoretical volumes, the historical, historico-critical, or historico-
literary part of his work.

Marx began to write Theories of Surplus-Value within the framework of the original plan of his
Critique of Political Economy as he had projected in 1858-62. On the basis of what Marx says of the
structure of his work in his introduction to the first part of A Contribution to the Critique of Political
Economy, in his letters of 1858-62 and in the 1861-63 manuscript itself, this plan can be presented in
the following schematic form:

PLAN OF THE CRITIQUE OF POLITICAL ECONOMY AS PROJECTED BY MARX IN 1858-
62 [[The scheme’s form has been adapted for the Web edition.]]

1. Capital:

1. [Introduction: Commodity and Money]
2. Capital in general:

1. The production process of capital:
1. Transformation of money into capital
2. Absolute surplus-value
3. Relative surplus-value
4. The combination of both
5. Theories of surplus-value

2. The circulation process of capital
3. The unity of the two, or capital and profit

W

. The competition of capitals
. Credit
. Share capital
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2. Landed property



3. Wage-labour

4. The state

5. Foreign trade

6. The world-market

It can be seen from this plan that Theories of Surplus-Value was originally conceived by Marx as a
historical excursus to that section of his theoretical study of “capital in general” which was devoted
to the problem of the production process of capital. This historical excursus was to conclude the
section on the production process of capital, in the same way as in the first part of A Contribution to
the Critique of Political Economy the chapter on commodities was concluded by the historical
excursus “On the History of the Theory of Commodities” and the chapter on money by the historical
excursus “Theories of the Medium of Circulation and of Money”.

That was Marx’s original plan. But in the process of working it out the historical excursus on theories
of surplus-value went far beyond the limits of this plan. The subject-matter of the theories to be
investigated and criticised by Marx itself demanded an extension of the limits of the inquiry. The
critical analysis of the views of bourgeois economists on surplus-value was unavoidably interwoven
for Marx with the analysis of their ideas of profit; and in so far as these ideas were bound up with
erroneous conceptions of ground-rent, it was necessary also to examine the theory of rent -and so on.
On the other hand, in order to make the criticism of erroneous theories comprehensive and exhaustive,
Marx counterposed to them one or another positive part of the new economic theory created by Marx
himself -a theory that represents the greatest revolutionary transformation in the whole of economic
science.

To grasp fully the character of the material and structure of Theories of Surplus-Value it is necessary
to bear in mind also the following. At the time when Marx began his work on the Theories, of the
theoretical parts of Capital only the first — “The Production Process of Capital” — had been more
or less worked out in writing, and even that not fully (this question is examined in the first five
notebooks of the 1861-63 manuscript). The second and third parts — to be more exact, certain
sections of them — existed only in the form of preliminary sketches in the manuscript of 1857-58. In
writing the historical part, therefore, Marx could not simply make reference to certain pages of his
theoretical work, but was obliged to undertake a positive elaboration of those theoretical questions
which came up in the critical analysis of all previous political economy.

All this led to the historical excursus Theories of Surplus-Value assuming immense proportions. In
the voluminous manuscript of 1861-63 the historical, or historico-critical, part fills notebooks VI to
XV inclusive, plus XVIII, and a number of separate historical essays in notebooks XX to XXIII.

The main text of Theories of Surplus-Value is contained in notebooks VI to XV and XVIII, written in
the period from January 1862 to January 1863 inclusive. The table of contents compiled by Marx and
written on the covers of notebooks VI to XV refers also to this text. This table of contents 1s of great
importance for an understanding of the general structure of Marx’s work, its component parts and its
plan. In the present edition it is printed at the very beginning of the first part (pp. 37-39). The
historico-critical essays and notes contained in the last notebooks of the manuscript, and written in the
spring and summer of 1863, are supplementary to the main text.



In the course of his work on Theories of Surplus-Value the range of problems examined by Marx was
constantly extending. And in the end this led Marx to the idea that it was necessary to separate off the
whole of the historico-critical material to form a special, fourth volume of Capital. In the process of
Marx’s work on Capital the decisive significance of the division into three parts (1. The Production
Process of Capital, 2. The Circulation Process of Capital, 3. The Unity of the Two) which Marx
originally had in mind only for the section “Capital in General”, became more and more apparent.
This division into three parts proved to be so important and so profound that gradually even those
subjects which, according to the original plan, were not among the complex of questions allocated by
Marx to the section “Capital in General”, came to be included in it (for example, the competition of
capitals, credit, rent). Parallel with this process of working out the three theoretical parts of Capital,
which gradually incorporated all the theoretical problems of the political economy of capitalism,
Marx became more and more strongly convinced that the historico-critical inquiry should be
presented in the form of a separate book — as the fourth volume of Capital.

About a month after finishing his work on the 1861-63 manuscript Marx (in a letter dated August 15,
1863) wrote to Engels about this manuscript of his: ““... I look at this compilation now and see how I
have had to turn everything upside-down and how I had to create even the historical part out of
material of which some was quite unknown....” By “the historical part” Marx meant the Theories of
Surplus-Value, which he was therefore already considering as a separate, special part of his work;
whereas as late as January 1863 he was proposing to distribute this historico-critical material among
the theoretical sections of his inquiry into “Capital in General”, as is evident from the plans he drew
up for the first and the third parts of Capital (see pp. 414-16 of the present volume).

Marx’s intention to carry through a critical examination of the history of political economy, starting
from the middle of the seventeenth century, is shown by his detailed historico-critical essay on Petty,
contained in notebook XXII of the manuscript, written in May 1863; it has the characteristic heading
“Historical: Petty”. This essay, which has no internal connection with either the preceding or
following text, was clearly intended by Marx for the historico-critical part of his work. Petty’s views
on value, wages, rent, the price of land, interest, etc., are analysed in the essay. Such a wide treatment
of Petty’s economic views shows that already in May 1863 Marx had conceived the idea which four
years later (April 30, 1867) he explicitly set out in a letter to Siegfried Meyer, when he wrote
regarding the structure of his Capital: “Volume I comprises the 'Process of Capitalist Production’
... Volume II gives the continuation and conclusion of the theories, Volume III the history of political
economy from the middle of the seventeenth century” (Marx at that time proposed to issue the
second and third books of Capital in one volume).

We find the first direct reference to the fourth, “historico-literary”, book of Capital in Marx’s letter to
Engels of July 31, 1865. Marx wrote to Engels about how he 1s getting on with his Capital: “There
are still three chapters to write in order to complete the theoretical part (the first three books). Then
there is still the fourth book, the historico-literary one, to write, which is relatively the easiest part to
me as all the problems have been solved in the first three books and this last is therefore more of a
repetition in historical form.” Here the question may arise why Marx says that he still has “to write”
the fourth book of Capital, although in the letter of August 15, 1863 quoted above he speaks of “the
historical part” as of something already written. The difference in the formulations of 1863 and of
1865 is to be explained by the fact that in the intervening period, in the course of 1864-65, Marx



recast and rewrote all three theoretical parts of his work, but the fourth part — “the historico-
literary” — was still in the original form as it had been written in 1862-63, and therefore had to be
worked over again in conformity with his re-editing of the first three volumes of Capital.

From Marx’s letter of November 3, 1877 to Siegmund Schott it appears that Marx also later on
regarded the historical part of Capital as in some degree already written. In this letter Marx says of
his work on Capital: “In fact I myself began Capital, precisely in the reverse order (beginning with
the third historical part) from that in which it is presented to the public, with the qualification,
however, that the first volume, which was the last to be taken in hand, was prepared for the press
straightway while the two others still remained in the raw form that every inquiry originally
assumes.” Here the historical part is called the third for the reason that Marx, as already mentioned,
intended to issue the second and third books of Capital in one volume, as Volume 11, and the fourth
book, “History of the Theory”, as the third volume.

These statements by Marx entitle us to regard Theories of Surplus-Value (with the supplementary
‘historical sketches and notes from notebooks XX-XXIII) as the original and only draft of the fourth
book — or fourth volume — of Capital. Engels and Lenin called Theories of Surplus-Value the
fourth volume of Capital.

For these reasons, the words “Volume IV of Capital” have, in the present volume, been added in
round brackets to the title Theories of Surplus-Value given by Marx in his 1861-63 manuscript.
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Engels first refers to the manuscript Theories of Surplus-Value in his letters to Kautsky of February
16, and March 24, 1884. In the second letter Engels sends word of the agreement reached with
Meissner, the publisher of Capital, as to the sequence in which the second and then the third book of
Capital, and Theories of Surplus-Value as the concluding part of the whole work, were to be
published.

In his letter to Bernstein, written in August 1884, Engels speaks in greater detail of this concluding
part of Capital. Here we find: ... ‘History of the Theory’, between ourselves, is in the main written.
The manuscript of 4 Contribution to the Critique of Political Economy ... contains, as I believe I
showed you here, about 500 quarto pages of Theories of Surplus-Value, in which it is true there is a
good deal to be cut out, as since then it has been worked up 1n a different way, but there is still
enough.”

Engels’s preface (dated May 5, 1885) to Volume II of Capital gives the most detailed information
about the manuscript Theories of Surplus-Value and the form in which Engels intended to publish it.
He points out that Theories of Surplus-Value makes up the main body of the lengthy manuscript 4
Contribution to the Critique of Political Economy, written in 1861-63, and continues: “This section
contains a detailed critical history of the pith and marrow of Political Economy, the theory of surplus-
value, and develops parallel with it, in polemics against predecessors, most of the points later
investigated separately and in their logical connection in the manuscript for Books II and III. After
eliminating the numerous passages covered by Books II and III I intend to publish the critical part of



this manuscript as Capital, Book IV. Valuable as this manuscript is, it could not be used for the
present edition of Book I1.”

In his letters of the late eighties and early nineties Engels repeatedly mentions his intention of
proceeding with the preparation of the fourth volume, Theories of Surplus-Value, after the
publication of Volume III of Capital. He however already speaks far less categorically about
eliminating the theoretical passages contained in the manuscript of the Theories.

The last mention by Engels of the manuscript Theories of Surplus-Value is in his letter to Stephan
Bauer dated April 10, 1895. As this letter shows, Engels was still hoping in 1895 that he would
succeed in publishing this work of Marx’s. But Engels did not manage to prepare the concluding
volume of Capital for the printer; he died barely four months after this letter was written.

From Engels’s statements quoted above it is clear that he attributed great importance to the manuscript
Theories of Surplus-Value, and regarded it as Volume IV of Capital. But it is also evident that in
1884-85 Engels intended to remove from the text of this manuscript “numerous passages covered by
Books II and 11"

Here the question naturally comes up: what should be our attitude with regard to this proposal or
intention of Engels?

Only Engels, the great companion and comrade-in-arms of Marx, and in a certain sense the co-author
of Capital, could have removed from the manuscript Theories of Surplus-Value a whole series of
passages. In order that the parts of the manuscript that remained after the elimination of these passages
should not appear as disconnected fragments, it would have been necessary to work them over to a
considerable extent and to link them together with specially written interpolations. And only Engels
had the right to work over Marx’s text in such a way.

There is one more reason in favour of keeping in the text of Theories of Surplus-Value the “numerous
passages” mentioned above. Engels’s intention to cut out these passages was only his original
intention, formed before he had begun a detailed study of the manuscript Theories of Surplus-Value.
And we know from Engels’s preface to Volume III of Capital that, in the course of his actual work on
the preparation of Marx’s manuscripts for the printer, he sometimes revised his original intentions and
plans. Thus, Engels originally wanted to recast Part V of Volume III of Capital, as this part of Marx’s
manuscript was still in unfinished form. Engels says in his preface that he had tried at least three
times to make a fundamental recasting of this part, but in the end abandoned this idea and decided to
confine himself “to as orderly an arrangement of available matter as possible, and to making only the
most indispensable additions”. By analogy with this, it may be presumed that if Engels had actually
come to prepare the manuscript Theories of Surplus-Value for the press, he would have kept the
theoretical digressions contained in it. This presumption is all the more probable because among the
digressions are some in which Marx presents very important theoretical analyses, essentially
supplementing the exposition, for example, in Volume III of Capital — particularly the section on
rent.

Lenin had an extremely high regard for the theoretical analyses contained in the manuscript Theories
of Surplus-Value. He often referred in his writings to Theories of Surplus-Value, expressing equally



great esteem for both the historico-critical and the purely theoretical content of this work of Marx. He
valued particularly highly the sections in which Marx developed his own views on the nature of rent
(see V. L. Lenin, The Agrarian Question and the “Critics of Marx”, Eng. ed., Moscow, 1954, pp. 29
and 158; The Agrarian Programme of Social-Democracy in the First Russian Revolution, 1905-
1907, Eng. ed., Moscow, 1954, pp. 101, 140, 143). Lenin refers to “Marx’s remarkable passages in
his Theories of Surplus-Value, where the revolutionary significance — in the bourgeois-democratic
sense — of land nationalisation is explained with particular clarity” (The Proletarian Revolution
and the Renegade Kautsky, Eng. ed., Moscow, 1952, p. 152; see The Agrarian Programme of
Social-Democracy in the First Russian Revolution, 1905-1907, Eng. ed., Moscow, 1954, pp. 145,
175-76; Works, 4th Russ. ed., Vol. 15, p. 148, and Vol. 16, p. 104, etc.). He cited from Theories of
Surplus-Value Marx’s principal theses on absolute rent, and stated that they confirmed the correctness
of his own treatment of this problem made some years before the publication of the Theories, in his
work The Agrarian Question and the “Critics- of Marx” (see Eng. ed., Moscow, 1954, p. 29).
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Theories of Surplus-Value was first published by Kautsky in 1905-10, and since then has been more
than once republished in this Kautsky edition both in German and in other languages; it has been
published several times in Russian.

The Kautsky edition has many radical defects. Setting out from the totally false assumption that the
manuscript Theories of Surplus-Value was devoid of any harmonious plan and was something of a
“chaos”, Kautsky subjected it to an arbitrary “adaptation”, revising the most important principles of
revolutionary Marxism.

First of all Kautsky crudely violated the arrangement of the material set forth by Marx in the table of
contents which he compiled and in fact adhered to in his work. Kautsky completely ignored this table
of contents in preparing his edition, and did not even include it in the book.

The material in Marx’s manuscript is arranged consistently and in definite logical sequence.
Analysing the attempts of bourgeois economists to resolve the basic problems of political economy,
Marx reveals the class limitations that characterised even classical bourgeois political economy, the
inability of the bourgeois economists to provide any internally consistent and scientifically grounded
solution of the questions they dealt with, and above all of the central problem-the problem of surplus-
value. Marx’s manuscript reveals that the development of bourgeois political economy was a process
full of contradictions; thus in examining the theories of Smith and Ricardo, Marx shows that in certain
respects they brought science forward in comparison with the Physiocrats, but in other respects they
repeated the mistakes of the Physiocrats and even took a step backwards. Kautsky distorted this
deeply dialectical survey of Marx; he tried to subordinate the whole material of the manuscript to an
external, purely chronological sequence, and to present the course of development of bourgeois
political economy as a smooth evolutionary process.

Following his chronological plan, Kautsky placed at the very beginning of his edition not the
characterisation of the views of James Steuart, which in Marx’s manuscript forms the introduction to
the chapter on the Physiocrats, but four short fragments (on Petty, D’ Avenant, North and Locke, Hume



and Massie), taken for the most part from notebooks XX and XXII. Kautsky mechanically transferred
these fragments (as also certain others) to the first chapter of the first volume, and by so doing
jumbled together the connected exposition of notebooks VI-XVIII (from James Steuart to Richard
Jones) with the supplementary essays in notebooks XX-XXIII.

In Marx’s manuscript the analysis of Quesnay’s theory on the reproduction and circulation of the total
capital came after the analysis of Smith’s theories; in the Kautsky edition this part of the manuscript
precedes the chapter on Smith, and is given in a form rehashed by Kautsky, who arbitrarily removed
nine tenths of this section from the main text and put it into an appendix printed in small type and
wedged into the main text.

Kautsky also put the theoretical digressions in which Marx sets out his own view of the reproduction
of the social capital into a separate appendix printed in small type and inserted in the text of the book.
Kautsky tore them out from various places in the manuscript, grossly violating the inner connection
between the historico-critical and the theoretical studies of Marx.

Kautsky was also responsible for obvious departures from the arrangement of the material given in
Marx’s manuscript, in the second volume of his edition. Marx began this part of the manuscript with a
critique of Rodbertus’s theory of rent; the Kautsky edition starts with the chapter “Surplus-Value and
Profit”, dealing with Ricardo, and the critique of Rodbertus’s theory comes only after this chapter. In
Marx’s manuscript the analysis of Ricardo’s views on surplus-value and on the process of the
changing rate of profit is placed after the critique of the Ricardian theory of rent; in the Kautsky
edition it is in the chapter “Surplus-Value and Profit” which begins the volume. Here also Kautsky, by
departing from the sequence of the material in the manuscript, obscures important points of principle
in Marx’s work, in particular, Marx’s idea that Ricardo’s errors in the theory of rent had left their
stamp on the Ricardian doctrine of profit.

As a result of all these arbitrary rearrangements which he made in the manuscript, problems that are
organically connected are torn apart in the Kautsky edition. For example, the chapter “Ricardo’s
Theory of Profit” in Marx’s manuscript contains a critique of Ricardo’s views on the process of the
formation of the average rate of profit and of his views on the causes of its fall. In the Kautsky edition
these two parts of one and the same chapter of Marx’s manuscript are separated from each other by
350 pages of the text.

All the material in the manuscript is given by Kautsky in a form which obscures the questions of the
class struggle, and the deep connection between economic theories and the social and political
environment in which they are developed. Thus for example, in the second volume of the Kautsky
edition there is a section headed by Kautsky “Anderson and Malthus. Roscher”. In the corresponding
passage of the manuscript Marx shows that Anderson’s views on rent were distorted by Malthus in
the interest of the most reactionary elements of the ruling classes, while Ricardo’s conclusions were
directed against the landowning aristocracy. After this, Marx dwells on the vulgar economist Roscher,
who crudely distorted the whole history of the question. The clear, politically sharp content of this
section of the manuscript, which is a model of profound class analysis of the history of political
economy, has been unsystematically lumped together by Kautsky under one general and quite
colourless title which is a mere enumeration of names.



This type of editorial titling is extremely characteristic of the Kautsky edition. Almost all the titles
which Kautsky furnished for the chapters and paragraphs of his edition bear an objectivist, neutral
character. This applies, for example, to titles such as: “Adam Smith and the Concept of Productive
Labour”, “Ricardo’s Conception of Value”, “Ricardo’s Idea of Surplus-Value”, “The Rate of Profit”,
“Value and Surplus-Value”, “Variable Capital and Accumulation”, and so on. Kautsky’s titles have
nowhere set off Smith’s two different definitions of value, the twofold nature of Smith’s views on the
relations between value and revenue, Ricardo’s inability to connect the law of the average rate of
profit with the law of value, etc., which Marx had brought to light. In his titling Kautsky also glosses
over the vulgar element in the views of Smith and Ricardo: and he supplies the chapters on Ramsay,
Cherbuliez and Richard Jones with titles calculated to give the reader the entirely false impression
that some elements of Marxist political economy were to be found already in the works of these
bourgeois economists.

Kautsky’s distortions and revisions of Marx’s text are shown in their crudest and most overt form in
the numerous cuts that he made. Kautsky omitted, in his edition, not only individual words and
sentences, but also whole passages, some of which fill three, four or more pages of the manuscript, in
Marx’s compact writing. Among the parts of the manuscript Kautsky omitted there is even a whole
chapter, which appears in Marx’s table of contents under the title: “Bray as Adversary of the
Economists”. Kautsky also omitted, among many others, the passage in the manuscript in which Marx
speaks of the economic preconditions of the absolute impoverishment of the working class under
capitalism. Having started on the path of falsification, the revisionist Kautsky, who denied the
absolute impoverishment of the working class, did not hesitate to conceal from the reader Marx’s
arguments on this important question, of principle.

In “editing” Marx’s manuscript, Kautsky tried to tone down the annihilating criticism to which Marx
subjected the views of the bourgeois economists, and to substitute “decorous” sleek expressions for
the angry, passionate, caustic language used by Marx in his merciless criticism of the apologists of the
bourgeoisie. Thus Kautsky in all passages removed from Marx’s characterisation of bourgeois

29 ¢

economists such epithets as “asses”, “dogs”, “canaille”.

Finally, characteristic of the entire Kautsky edition are the numerous and sometimes extremely crude
mistakes in deciphering the text of the manuscript, inaccurate and in a number of cases obviously
incorrect translations of English and French expressions occurring in the text, arbitrary editorial
interpolations inconsistent with the movement of Marx’s thought, the absolutely impermissible
substitution of some of Marx’s terms by others, and so on.

The complete disregard of Marx’s table of contents, the arbitrary and incorrect arrangement of the
manuscript material, the objectivist titles which avoid the class essence of the conceptions criticised
by Marx, the obscuring of the fundamental antithesis between Marx’s economic teaching and the
whole bourgeois political economy, the removal of a number of passages containing important theses
of revolutionary Marxism, from which Kautsky more and more departed — all this suggests that what
we have here is not only gross violations of the elementary requirements of a scientific edition, but
also the direct falsification of Marxism.



The present edition contains in full both the main text of Theories of Surplus-Value — to which the
table of contents compiled by Marx refers and which gives a connected exposition of the “history of
the theory” from James Steuart to Richard Jones — and the digressions supplementing this main text
which are in notebooks V, XV, XX, XXI, XXII and XXIII. These supplementary sections are put in the
form of appendices, in order not to interfere with the sequence of the exposition given in the main
text.

The length of all this material (about 110 printed sheets) makes it necessary to divide the book into
three parts. The appendices are distributed among these three parts in such a way that each part
concludes with those supplementary digressions and notes which directly refer to its contents.

The arrangement of the main text follows exactly the table of contents which Marx compiled. Only
those few changes which Marx himself indicated have been made in the order of the text in some of
the manuscript books. Thus, for example, in notebook VII Marx, in dealing with Smith’s conception of
productive labour, and referring in this connection to the vulgarisation of Smith’s views by Germain
Garnier, makes a long digression about John Stuart Mill. This begins with these words: “Before
dealing with Garnier, something incidentally here [by way of a digression] on the above-mentioned
Mill junior. What is to be said here really belongs later in this section, where the Ricardian theory of
surplus-value is to be discussed; therefore not here, where we are still concerned with Adam Smith.”
In accordance with this indication and with the table of contents of notebook XIV, later compiled by
Marx, the excursus on John Stuart Mill has been placed in the present edition in the third part of
Theories, in the chapter on the decline of the Ricardian school, where Marx allocates a special
section to John Stuart Mill. Another example of transposition: notebook X contains a short chapter on
the English socialist Bray (pp. 441-44 of the manuscript); in the later compiled plan of the contents of
the last chapters of Theories of Surplus-Value (on the cover of notebook XIV) Marx however
assigned the section “Bray as Adversary of the Economists” to the chapter “Adversaries of the
Economists”; following this indication by Marx, in the present edition pages 441-44 have also been
transferred to the third part of the work.

The division of the text into chapters follows Marx’s directions in the table of contents he compiled
and 1n various places in the manuscript itself. For the titles given to the separate parts of the
manuscript, use has been made of (1) the titles from Marx’s table of contents; (2) the titles from
Marx’s draft plans for Parts I and III of Capital, which have reference to certain sections of the
manuscript of Theories; (3) the few headings in the text of Theories itself. All these taken together,
however, form only a comparatively small part of the titles that had to be provided for the sections
and subsections of the manuscript. The rest of the titles -the majority -have been drawn up by the
editors on the basis of the text of corresponding parts of the manuscript, with the fullest possible use
of Marx’s own terminology and formulations. The titles given by the editors — as in general all that
the editors are responsible for — have been put in square brackets, so that they can be easily
distinguished from titles given by Marx.

Obvious slips of the pen occurring in the manuscript have been corrected as a rule without being
expressly mentioned in footnotes. A few obvious slips of the pen in the text of notebooks VI and X
were corrected by Engels’s own hand, in the manuscript itself. Specific terms used by Marx in the
1861-63 manuscript are explained in notes. The titles of books cited and mentioned by Marx are



given in the text of this edition in the language of the original.

In spite of the fact that Theories of Surplus-Value was left in a form that had not prepared for the
press, this work gives a connected and complete picture of that “History of the Theory” which Marx
intended to form the final, fourth volume of Capital. In it Marx sets forth the whole course of
evolution of bourgeois political economy from the time of its birth up to its “grave”, as vulgar
political economy was called by Marx.

As already mentioned, in the present edition all the material of Theories of Surplus-Value and the
supplementary sections relating to it have been divided into three parts. The content of the manuscript
itself determines the way in which the material is divided.

The first part consists of seven chapters of the main text (notebooks VI-X) and thirteen supplementary
sections. This part is devoted in the main to a critical analysis of the views of the Physiocrats
(chapters IT and VI) and of Adam Smith (chapters III and IV). Chapter I (“Sir James Steuart”),
characterising Steuart’s hopeless attempt to give a rational form to the monetary and mercantile
system, serves as an introduction to the analysis of Physiocratic theory. By contrasting the Physiocrats
with Steuart Marx was able to bring out more sharply the role of the Physiocrats and their
significance in the development of political economy — namely, that they transferred the origin of
surplus-value from the sphere of circulation to the sphere of production.

Analysing the economic views of the Physiocrats, Marx shows the contradictions in their system, the
dual nature of their conception of surplus-value, which is presented in their works sometimes as a
pure gift of nature, at other times as the result of the special productivity of agricultural labour
appropriated by the owner of the land. It is this that gives the key to an understanding of the further
evolution of the Physiocratic school.

Marx shows the battle of ideas within this school, and traces the vulgarisation of Physiocratic theory
by its epigones. His analysis of the ideological struggle within the Physiocratic school is inseparably
linked with his characterisation of the class essence of the Physiocrats’ views.

Marx also reveals the contradictions and inconsistencies in the treatment of the most important
economic categories in Adam Smith’s theory (Chapter III). Subjecting Smith’s theory to a critical
analysis, Marx brings out the vulgar element it contains. This contrast between the scientific and the
vulgar element in Smith’s doctrine provides the necessary basis for understanding the further
evolution of bourgeois political economy, which, as Marx shows, took on a more and more vulgar
character as the class struggle between the proletariat and the bourgeoisie grew sharper.

In Chapter 11, in connection with the criticism of Smith’s dogma which resolves the entire value of
the social product into revenue, Marx gives a theoretical analysis of the reproduction of the total
social capital, and deals particularly fully with the problem of the replacement of constant capital. In
addition to its general theoretical significance, this excursus (the longest of the theoretical digressions
in the first part) is of great importance also because it shows how Marx arrived at his theory of the



two departments of social production.

Chapter IV deals with Smith’s views on productive and unproductive labour. Along with this it gives
an analysis of the struggle that flared up in connection with Smith’s views, and describes the
vulgarisation of bourgeois political economy 1n handling the question of productive and unproductive
labour. Marx traces the process of vulgarisation not only of Smith’s views on this question, but also
of the views of the Physiocrats. Many of the vulgar conceptions here criticised by Marx are widely
held also in contemporary bourgeois political economy, which has degenerated into open apologetics
of capitalism.

Chapter VI (“Quesnay’s Tableau économique™) takes us back to the Physiocrats. There was good
reason for this arrangement of the material. Though Adam Smith’s theory, as Marx’s comprehensive
analysis shows, represented as a whole a considerable step forward in the development of bourgeois
political economy, in his analysis of the process of reproduction Smith takes a step backwards in
comparison with the Physiocrats. Marx’s arrangement of the material indicates the zigzag course of
development of classical bourgeois political economy, its forward movement in the treatment of
particular questions and its backward movement in the treatment of others.

Two short chapters on Necker and Linguet give an analysis of two early attempts to portray the
antagonistic nature of the two classes under capitalism.

The appendices to Part I contain the historico-critical essays and notes from notebooks V, XX, XXI,
XXII, XXIII and the cover of XIII. Appendices 1-7 contain characterisations of the economic views
of Hobbes, Petty, Locke, North, Berkeley, Hume and Massie. In these views Marx discerns the
rudiments of the labour theory of value, and of the doctrine of capital and of interest. Appendices 8-
10 give supplementary material on the Physiocratic school. Appendix 11 contains a critique of the
apologetic conception of the productiveness of all trades — a conception that is widespread in
contemporary bourgeois political economy. Appendix 12 is a lengthy theoretical essay from notebook
XXI of the manuscript, in which Marx elaborates his own view — which is the only scientific view
— of the problems of productive and unproductive labour. This theoretical essay as it were draws the
general conclusions from the historico-critical analysis of the problem of productive labour given by
Marx in the lengthy Chapter IV of the main text. Finally, we print in Appendix 13 the draft plans for
Parts I and III of Capital. They are very important for an understanding of the history of how Capital
took shape; moreover, they contain formulations of certain themes which relate to its historico-critical
part.

In the second part of Theories of Surplus-Value (chapters VIII-XVIII, notebooks X-XIII) the critical
analysis of Ricardo’s doctrine holds the central place. Along with this there is an analysis of Adam
Smith’s theory of cost-price and of rent. In his analysis of Ricardo’s system, Marx shows that it
contains a number of faulty premises which owed their origin to Smith. In this connection, Marx
subjects the corresponding views of Smith to special scrutiny.

In conformity with the arrangement of the material in Marx’s manuscript, the second part begins with
the lengthy “excursus” dealing with Rodbertus’s theory of rent (Chapter VIII). The fact that the
concept of absolute rent was altogether missing in Ricardo’s theory of rent constituted in Marx’s view
its principal defect. Marx therefore prefaces his analysis of Ricardo’s theory with an extensive



examination of Rodbertus’s attempts to develop this concept. In this connection, Marx substantiates
his own theory of absolute rent.

The second “excursus” (Chapter IX) is a compressed historical sketch of the development of views
on differential rent. Marx here lays bare the class roots of the various theories on this question. In
addition, Marx gives in this chapter a profound analysis of the basic premises of the theory of rent,
and reveals the close connection between the theory of rent and the theory of value, showing how
errors in the theory of value lead to erroneous conclusions in the theory of rent.

These two “digressions” in this way prepare the ground for the thorough-going analysis of Ricardo’s
theory contained in chapters X-XVIIL

While stressing Ricardo’s great theoretical merits, Marx at the same time underlines the defects of his
method in principle — Ricardo’s inability to link the law of the average rate of profit with the law of
value, the presence of vulgar elements in his theory of profit, his confusion of the process of
formation of market value with the process of equalisation of the average rate of profit, his confusion
of the laws of surplus-value with the laws of profit, and so on. All these defects, as Marx shows, are
also evident in Ricardo’s theory of rent. Criticising this theory, Marx develops his own theory of rent,
embracing both the theory of absolute rent and the theory of differential rent.

Chapters XV, XVI and XVII contain a critical analysis of Ricardo’s views on surplus-value, profit
and accumulation. In Chapter XVII Marx counterposes the genuinely scientific understanding of crises
as a necessary outcome of the internal contradictions of capitalism to Ricardo’s mistaken views
regarding the nature of crises. Chapter XVIIl is a critique of Ricardo’s views on the question of gross
and net revenue, and also of his views on the economic consequences of the introduction of
machinery.

Thus the critical analysis of Ricardo’s doctrine which Marx makes in the second part of Theories of
Surplus-Value embraces all aspects of Ricardo’s system, showing his scientific merits and at the
same time bringing out the theoretical errors and class limitations of his views.

Marx’s short supplementary notes, written on the covers of notebooks XI and XIII, are given as
appendices to Part II. They contain brief observations by Marx on particular historical questions
connected with the theory of capital and of rent.

Part IIl of Theories of Surplus-Value (chapters XIX-XXIV, notebooks XIII-XV and XVIII) deals in
the main with the dissolution of the Ricardian school and the economic views of the English socialists
whom Marx spoke of as “the proletarian opposition based on Ricardo™.

In Parts I and IT Marx demonstrated how bourgeois political economy was vulgarised in relation only
to particular questions; in Part III, however, he shows how, with the sharpening of the class struggle
between the bourgeoisie and the proletariat, the process of vulgarisation lays hold of the very
foundations of political economy, its initial principles, its essential categories.

In the lengthy chapter on Malthus (Chapter XIX) Marx exposes the absurdity and profoundly
reactionary character of the Malthusian defence of extravagance by the unproductive classes which he



glorifies as a means of avoiding overproduction. In this chapter, as in other places in his work, Marx
brands Malthus as “a shameless sycophant of the ruling classes”, who falsified science in the interests
of the landed aristocracy and the most reactionary elements of the bourgeoisie.

Marx shows that Ricardo’s successors also took a step backward on the basic questions of political
economy; they in fact more and more openly renounced all the valuable elements in Ricardo’s system
(Chapter XX). He points to the denial by Torrens that the labour theory of value is applicable to
capitalist economy, and shows that James Mill returned to the vulgar conception of supply and
demand in the question of wages. Marx exposes the return to this conception also in the case of
Wakefield and Stirling.

This process of dissolution of the Ricardian school reaches its completion with McCulloch, whose
cynical apologetics for the capitalist mode of production were most closely linked with
“unscrupulous eclecticism” in the sphere of theory. Marx shows that the distortion of the concept of
labour by McCulloch, who extended it to natural processes, meant in fact the complete abandonment
of the labour theory of value.

Marx detects deeply reactionary features also in the polemical essays against Ricardo written by
English bourgeois economists of the 1820s, in their denial of the objective character of the laws of
political economy, their confusion of value with price, and their abandonment of even the category of
value.

In Chapter XXI Marx analyses the economic views put forward by the “proletarian opposition based
on Ricardo” (Havenstone, Hodgskin and others). Their merit, Marx points out, was that they strongly
emphasised the capitalist exploitation of the workers, their view that profit, rent and interest were the
surplus-labour of the workers, their polemics against the apologetic theory that capital was
productive and against the conception that the capitalists accumulated means of subsistence for the
workers.

Along with this, Marx traced the theoretical errors in the economic views of the socialist adherents of
Ricardo: their underestimation of the significance of materialised, past labour; their incorrect idea of
the process of reproduction in capitalist society; their lack of comprehension of the inner connection
between the fetishisation of capital and the real relations which of necessity give birth to this
fetishisation, and so on. Marx shows that these socialist adherents of Ricardo were unable to pass
beyond the bourgeois premises of Ricardo’s theory, to reconstruct its very foundations.

Chapters XXII, XXIII and XXIV are devoted to a critical analysis of the ideas of Ramsay, Cherbuliez
and Richard Jones. Marx notes that they attempt to differentiate between constant and variable capital
and that in this connection they conjecture on the significance of the organic composition of capital. In
his critical analysis of their views Marx shows how the limits of their bourgeois horizon made it
impossible for these economists to develop the germs of correct ideas which in their minds were
combined with vulgar conceptions of capital and the rate of profit.

The main text of Theories of Surplus-Value ends with the analysis of the views of Jones. In the plan
or table of contents written by Marx on the cover of notebook XIV, after the chapter “Richard Jones”
come the words “(End of this Part 5)” (see p. 38 of the present volume).



There is a long appendix to Part Il of Theories of Surplus-Value, entitled “Revenue and Its Sources.
Vulgar Political Economy”. The main theme of this section, which fills the second half of notebook
XV, is the problem of revenue and its sources. But along with this Marx also lays bare the class and
gnosiological roots of vulgar political economy, which clings to the outward semblance of the
fetishised forms of revenue and its sources, and builds on them its apologetic “theories”. Marx brings
out the essential difference between classical and vulgar political economy. In passing, Marx
criticises also the economic views of representatives of vulgar socialism. This section, therefore,
although written by Marx not so much from the historical as from the theoretical point of view, bears
a direct relation to the historico-critical studies in Part Il of Theories of Surplus-Value, and so must
be included in it as an appendix to Part IIl. Later on Marx wrote that the last, historico-critical
volume of Capital would contain a special and comprehensive chapter on the representatives of
vulgar political economy (see Marx’s letter to Kugelmann, July 11, 1868).

* k%

Marx formulated the essential conclusions from his deep and comprehensive analysis of the history of
bourgeois political economy, in concise and generalised form, in the Afterward to the second edition
of Volume I of Capital (January 1873): In so far as it is bourgeois “Political Economy can remain a
science only so long as the class struggle is latent or manifests itself only in isolated phenomena.” He
wrote of classical bourgeois political economy in England that it “belongs to the period in which the
class struggle was as yet undeveloped”. With the development of the class struggle between the
bourgeoisie and the proletariat the character of bourgeois political economy undergoes a sharp
change. From the time of the conquest of political power by the bourgeoisie in France and England
“the class struggle, practically as well as theoretically, took on more and more outspoken and
threatening forms. It sounded the knell of scientific bourgeois economy... In place of disinterested
inquiries, there were hired prize-fighters; in place of genuine scientific research, the bad conscience
and the evil intent of apologetic”.

Against the background of this general degradation of bourgeois political economy the figures of a
few economists stood out, who tried, as Marx says, “to harmonise the political economy of capital
with the claims, no longer to be ignored, of the proletariat”. Such an attempt to “reconcile the
irreconcilable” was made by John Stuart Mill. Marx notes the complete hopelessness of such
attempts, which remained wholly within the bounds of bourgeois political economy and bore witness
to its decay and bankruptcy. In this connection Marx strongly emphasises the outstanding significance
of “the great Russian scholar and critic” N. G. Chernyshevsky, who in his Outlines of Political
Economy According to Mill, as Marx says, “has thrown the light of a master mind” on the bankruptcy
of bourgeois political economy.

Chernyshevsky wrote his critical analysis of John Stuart Mill’s book in 1860-61, that is, almost at the
same time as Marx was at work on his Theories.

Through all of Chernyshevsky’s writings runs the idea of the need to create a new political economy,
which, as opposed to former political economy which he characterised as “the theory of the
capitalists”, he called quite explicitly “the theory of the working people”.



To create a new, genuinely scientific political economy, involving a radical revolutionary upheaval in
economic science, was possible only for the leader and teacher of the revolutionary proletariat —
Karl Marx. And only Marx, constructing the magnificent edifice of Capital on radically new
principles, could build up that scientific history of all bourgeois political economy which he
presented in the historico-critical part of his work of genius — Theories of Surplus-Value.

In the imperialist epoch all the contradictions of the capitalist system reach their greatest intensity,
and the class struggle grows extremely sharp. This is reflected in the most acute form also in the
economic fabrications of the latest apologists of capitalism. In their efforts to defend the decaying
social system of the exploiters which is doomed to destruction, contemporary bourgeois economists
and the pseudo-socialists who echo their views cling fast to the most reactionary of the vulgar
conceptions which were put forward by their predecessors in the pre-monopoly epoch of capitalism
and were subjected to annihilating criticism in Marx’s Theories of Surplus-Value.

Thus in contemporary bourgeois literature the old hackneyed thesis, that every increase in wages
leads inevitably to higher prices, still runs its course. This thesis, the vulgar and antiscientific nature
of which Marx emphasised again and again in Theories of Surplus-Value, is now used to justify the
bourgeoisie’s attack on the living standards of the working class.

Contemporary bourgeois economists (as for example Keynes, who made a sensation with his “anti-
crisis” projects, and his followers) shamelessly repeat the reactionary idea of Malthus, exposed by
Marx, of the salutary role of the unlimited growth of unproductive consumption as a means to fight
economic crises. Praise for wasteful unproductive consumption in the conditions of today sounds
particularly ominous: it brings to the fore that form of unproductive consumption which is linked with
the preparation of a new world war and which consumes an ever-growing share of the budgets of
capitalist states. Present-day bourgeois literature, especially American, preaches in every way the
“theory”, that only increased armaments orders, and in the final account war itself, can avert
economic crises of overproduction.

Malthus’s population theory — routed by Marx in Theories of Surplus-Value and in other works — is
also used to justify imperialist wars. Contemporary American and British Malthusians, (for example,
Vogt in the U.S.A. and Huxley in England) preach the cannibal “doctrine” that only a war of
annihilation can establish the appropriate “balance” between the number of people on the earth and
the means of subsistence at their disposal. They declare that a high death-rate 1s a salutary factor for
civilisation, and hold up as an example to all nations those countries where the death-rate reaches
particularly high proportions.

In fashioning their reactionary anti-scientific conceptions bourgeois economists of today rely on the
outworn theories, long since exposed by Marxism, of the old vulgar political economy fabricated in
the first half of the nineteenth century. They also reject the labour theory of value, and strive to
replace 1t with vulgar “theories” of utility, demand and supply, costs of production, and so on. They
also take their stand on the famous “trinitarian formula”, according to which rent is determined by
nature, interest by capital, and wages by labour. Like all preachers of a “general harmony” in



capitalist society who preceded them, they too deny the inevitability of capitalist crises, which are the
necessary outcome of the internal contradictions of capitalism.

In Theories of Surplus-Value Marx subjected all these apologist subterfuges of vulgar political
economy to devastating criticism. This great work of Marx has for that reason outstanding importance
not only for understanding the history of bourgeois political economy, but also for the struggle against
the present-day representatives of bourgeois reaction, who try to revive long-routed pseudo-scientific
conceptions in order to use them in their dirty trade of justifying and defending the inhuman system of
imperialism, that last stage of the capitalist system which has outlived its time.
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PART 1

[General Observation]

IVI-220| All economists share the error of examining surplus-value not as such, in its pure form, but in
the particular forms of profit and rent. What theoretical errors must necessarily arise from this will
be shown more fully in Chapter III, in the analysis of the greatly changed form which surplus-value
assumes as profit.



[Chapter I] Sir James Steuart

[Distinction Between “Profit Upon Alienation” and the Positive Increase of
Wealth]

Before the Physiocrats, surplus-value — that is, profit in the form of profit — was explained purely
from exchange, the sale of the commodity above its value. Sir James Steuart on the whole did not get
beyond this restricted view; he must rather be regarded as the man who reproduced it in scientific
form. Isay “in scientific form”. For Steuart does not share the illusion that the surplus-value which
accrues to the individual capitalist from selling the commodity above its value is a creation of new
wealth. He distinguishes therefore between positive profit and relative profit.

“Positive profit, implies no loss to any body; it results from an augmentation of labour, industry, or
ingenuity, and has the effect of swelling or augmenting the public good ... Relative profit, is what
implies a loss to some body; it marks a vibration of the balance of wealth between parties, but
implies no addition to the general stock ... The compound is easily understood; it is that species of
profit ..., which is partly relative, and partly positive ... both kinds may subsist inseparably in the
same transaction.” (Principles of Political Economy, Vol. 1, The Works of Sir James Steuart, etc.,
ed. by General Sir James Steuart, his son, etc., in 6 vols., London, 1805, pp. 275-76.)

Positive profit arises from “augmentation of labour, industry and ingenuity”. How it arises from this
Steuart makes no attempt to explain. The further statement that the effect of this profit is to augment
and swell “the public good” seems to indicate that Steuart means by it nothing but the greater mass of
use-values produced in consequence of the development of the productive powers of labour, and that
he thinks of this positive profit as quite distinct from capitalists’ profit—which always presupposes
an increase of exchange-value. This interpretation is fully confirmed by his further exposition. He
says to wit:

“In the price of goods, I consider two things as really existing, and quite different from[...] another;
[...] the real value of the commodity, and the profit upon alienation” (1.c., p. 244).

The price of goods therefore comprises two elements that are completely different from each other;
firstly their real value, secondly, the profit upon alienation, the profit realised through their transfer
to another person, their sale.

221| This profit upon alienation therefore arises from the price of the goods being greater than their
real value, or from the goods being sold above their value. Gain on the one side therefore always
involves loss on the other. No addition to the general stock is created. Profit, that is, surplus-value,
is relative and resolves itself into “a vibration of the balance of wealth between parties”. Steuart
himself rejects the idea that surplus-value can be explained in this way. His theory of “vibration of
the balance of wealth between parties”, however little it touches the nature and origin of surplus-
value itself, remains important in considering the distribution of surplus-value among different
classes and among different categories such as profit, interest and rent.



That Stuart limits all profit of the individual capitalist to this “relative profit”, profit upon alienation,
is shown by the following:

The “real value”, he says, is determined by the “quantity” of labour, which “upon an average, a
workman of the country in general may perform ... in a day, a week, a month”. Secondly: “the value
of the workman’s subsistence and necessary expense, both for supplying his personal wants, and ...
the instruments belonging to his profession, which must [...] taken upon [...] average as above ...”
Thirdly: ... the values of the materials ...” (l.c., pp. 244-45). “These three articles being known, the
price of manufacture is determined. It cannot be lower than the amount of all the three, that is, than
the real value; whatever is higher, is the manufacturer s profit. This will [...] be in proportion to
demand, and therefore will fluctuate according to circumstances™ (l.c., p. 245). “Hence appears the
necessity of a great demand, in order to promote flourishing manufactures ... the industrious [...]
regulate their living and expense according to their certain profit” (l.c., p. 246).

From this it is clear that: The profit of the “manufacturer”, of the individual capitalist, 1s always
relative profit, always profit upon alienation, always derived from the excess of the price of the
commodity over its real value, from its sale above its value. If therefore all commodities were sold
at their value, no profit would exist.

Steuart wrote a special chapter on this; he examines in detail:
“How profits consolidate into prime cost” (l.c., Vol. III, p. 11sq.).

Steuart on the one hand rejects the conception of the Monetary and Mercantile systems, according to
which the sale of commodities above their value, and the profit resulting therefrom, creates surplus-

value, a positive increase of wealth.lll On the other hand he holds to their view that the profit of the
individual capital is nothing but this excess of the price over the |222| value, the profit upon
alienation. This however according to him is only relative, the gain on the one side being
compensated by the loss on the other, and consequently this movement is nothing more than “a
vibration of the balance of wealth between parties”.

In this respect Steuart is therefore the rational expression of the Monetary and Mercantile systems.

His service to the theory of capital is that he shows how the process of separation takes place
between the conditions of production, as the property of a definite class, and labour-power. He gives
a great deal of attention to this genesis of capital — without as yet seeing it directly as the genesis of
capital, although he sees it as a condition for large-scale industry. He examines the process
particularly in agriculture; and he rightly considers that manufacturing industry proper only came into
being through this process of separation in agriculture. In Adam Smith’s writings this process of
separation is assumed to be already completed.

(Steuart’s book [appeared in] 1767 in London, Turgot’s [Réflexions sur la formation et la
distribution des richesses was written in] 1766, Adam Smith’s [4n Inquiry into the Nature and
Causes of the Wealth of Nations] 1775.)

Author’s Footnotes



1 Even the Monetary system, however, thinks of this profit as arising not within a country, but only in
exchange with other countries In this it remains stuck in the Mercantile system [which assumed] that
this value takes the form of money (gold and silver) and the surplus-value is therefore expressed in

the balance of trade, which is settled with money.



[Chapter II] The Physiocrats

[1. Transfer of the Inquiry into the Origin of Surplus-Value from the Sphere of
Circulation into the Sphere of Direct Production. Conception of Rent as the
Sole Form of Surplus-Value]

The analysis of capital, within the bourgeois horizon, is essentially the work of the Physiocrats. It is
this service that makes them the true fathers of modern political economy. In the first place, the
analysis of the various material components in which capital exists and into which it resolves itself
in the course of the labour-process. It is not a reproach to the Physiocrats that, like all their
successors, they thought of these material forms of existence — such as tools, raw materials, etc. —
as capital, in i1solation from the social conditions in which they appear in capitalist production; in a
word, in the form in which they are elements of the labour-process in general, independently of its
social form — and thereby made of the capitalist form of production an eternal, natural form of
production. For them the bourgeois forms of production necessarily appeared as natural forms. It
was their great merit that they conceived these forms as physiological forms of society: as forms
arising from the natural necessity of production itself, forms that are independent of anyone’s will or
of politics, etc. They are material laws, the error is only that the material law of a definite historical
social stage is conceived as an abstract law governing equally all forms of society.

In addition to this analysis of the material elements of which capital consists within the labour-
process, the Physiocrats established the forms which capital assumes in circulation (fixed capital,
circulating capital, even though as yet they give them other names), and in general the connection
between the process of circulation and the reproduction process of capital. We shall come back to
this in the chapter on circulation.

In these two principal points Adam Smith inherited the legacy of the Physiocrats. His service — in
this connection — is limited to fixing the abstract categories, to the greater consistency of the
baptismal names which he gave to the distinctions made by the Physiocrats in their analysis.

|223| As we have seen, the basis for the development of capitalist production is, in general, that
labour-power, as the commodity belonging to the workers, confronts the conditions of labour as
commodities maintained in the form of capital and existing independently of the workers. The
determination of the value of labour-power, as a commodity, is of vital importance. This value is
equal to the labour-time required to produce the means of subsistence necessary for the reproduction
of labour-power, or to the price of the means of subsistence necessary for the existence of the worker
as a worker. It is only on this basis that the difference arises between the value of labour-power and
the value which that labour-power creates — a difference which exists with no other commodity,
since there is no other commodity whose use-value, and therefore also the use of it, can increase its
exchange-value or the exchange-values resulting from it.

Therefore the foundation of modern political economy, whose business is the analysis of capitalist
production, is the conception of the value of labour-power as something fixed, as a given magnitude
— as indeed it is in practice in each particular case. The minimum of wages therefore correctly



forms the pivotal point of Physiocratic theory. They were able to establish this although they had not
yet recognised the nature of value itself, because this value of labour-power is manifested in the
price of the necessary means of subsistence, hence in a sum of definite use-values. Consequently,
without being in any way clear as to the nature of value, they could conceive the value of labour-
power, so far as it was necessary to their inquiry, as a definite magnitude. If moreover they made the
mistake of conceiving this minimum as an unchangeable magnitude — which in their view is
determined entirely by nature and not by the stage of historical development, which is itself a
magnitude subject to fluctuations — this in no way affects the abstract correctness of their
conclusions, since the difference between the value of labour-power and the value it creates does not
at all depend on whether the value is assumed to be great or small.

The Physiocrats transferred the inquiry into the origin of surplus-value from the sphere of circulation
into the sphere of direct production, and thereby laid the foundation for the analysis of capitalist
production.

Quite correctly they lay down the fundamental principle that only that labour is productive which
creates a surplus-value, in whose product therefore a higher value 1s contained than the sum of the
values consumed during the production of this product. Since the value of raw and other materials is
given, while the value of the labour-power 1s equal to the minimum of wages, this surplus-value can
clearly only consist in the excess of labour which the labourer returns to the capitalist over and above
the quantity of labour that he receives in his wage. But it does not appear in this form with the
Physiocrats, because they have not yet reduced value in general to its simple substance — the quantity
of labour or labour-time.

|224| Their method of exposition is, of course, necessarily governed by their general view of the
nature of value, which to them is not a definite social mode of existence of human activity (labour),
but consists of material things — land, nature, and the various modifications of these material things.

The difference between the value of labour-power and the value created by it — that is, the surplus-
value which the purchase of labour-power secures for the user of labour-power — appears most
palpably, most incontrovertibly, of all branches of production, in agriculture, the primary branch of
production. The sum total of the means of subsistence which the labourer consumes from one year to
another, or the mass of material substance which he consumes, is smaller than the sum total of the
means of subsistence which he produces. In manufacture the workman is not generally seen directly
producing either his means of subsistence or the surplus in excess of his means of subsistence. The
process 1s mediated through purchase and sale, through the various acts of circulation, and the
analysis of value in general is necessary for it to be understood. In agriculture it shows itself directly
in the surplus of use-values produced over use-values consumed by the labourer, and can therefore be
grasped without an analysis of value in general, without a clear understanding of the nature of value.
Therefore also when value is reduced to use-value, and the latter to material substance in general.
Hence for the Physiocrats agricultural labour 1s the only productive labour, because it is the only
labour that produces a surplus-value, and rent is the only form of surplus-value which they know.
The workman in industry does not increase the material substance; he only alters its form. The
material — the mass of material substance — 1s given to him by agriculture. It is true that he adds
value to the substance, not through his labour, but through the costs of production of his labour:



through the total means of subsistence which he consumes during his labour, equivalent to the
minimum of wages, which he receives from agriculture. Because agricultural labour is conceived as
the only productive labour, the form of surplus-value which distinguishes agricultural labour from
industrial labour, rent, is conceived as the only form of surplus-value.

Profit on capital in the true sense, of which rent itself is only an offshoot, therefore does not exist for
the Physiocrats. Profit is seen by them as only a kind of higher wages paid by the landowners, which
the capitalists consume as revenue (and which therefore enters into their costs of production in the
same way as the minimum wages of the ordinary workmen); this increases the value of the raw
material, because it enters into the consumption costs which the capitalist, [the] industrialist,
consumes while he is producing the product, transforming the raw material into a new product.

Surplus-value in the form of interest on money — another branch of profit — is consequently
declared by one section of the Physiocrats, such as Mirabeau the elder, to be usury and contrary to
nature. Turgot on the other hand derives his justification of it from the fact that the money capitalist
could buy land, that is, rent, and that therefore his money capital must bring him in as much surplus-
value as he would receive if he converted it into landed property. This means therefore that interest
too is not newly created value, not surplus-value; it only explains why a part of the surplus-value
gained by the landowners finds its way to the money capitalists in the form of interest, just as it is
explained on other grounds |[225| why a part of this surplus-value finds its way to the industrial
capitalist in the form of profit. Because agricultural labour is the only productive labour, the only
labour that creates surplus-value, the form of surplus-value which distinguishes agricultural labour
from all other branches of labour, rent, is the general form of surplus-value. Industrial profit and
interest are merely different categories into which rent is divided and, in certain portions, passes
from the hands of the landowners into the hands of other classes. This is the direct opposite to the
view held by later economists beginning with Adam Smith, because they rightly consider industrial
profit to be the form in which surplus-value 1s originally appropriated by capital, hence as the
original general form of surplus-value — they present interest and rent as mere offshoots of industrial
profit, which is distributed by the industrial capitalists to various classes, who are co-owners of
surplus-value.

In addition to the reason already stated — that agricultural labour is the labour in which the creation
of surplus-value appears in material and tangible form, and apart from the process of circulation —
there were a number of other considerations which explain the standpoint of the Physiocrats.

First, because in agriculture rent appears as a third element, as a form of surplus-value which is not
found in industry or merely has a transient existence. It was surplus-value over and above surplus-
value (profit), and so the most palpable and most conspicuous form of surplus-value, surplus-value
raised to the second power.

“By means of agriculture,” as Kar/ Arnd, the home-bred economist, says in Die naturgemdsse
Volkswirtschaft, etc. (Hanau, 1845, pp. 461-62), “a value is created — in the rent of land — which is
not to be met with in industry and trade; a value which remains over when the labour and capital
employed have been completely replaced.”

Secondly: leaving foreign trade out of account — as the Physiocrats rightly did and had to do in an



abstract study of bourgeois society — it is clear that the number of workmen engaged in manufacture,
etc., and completely detached from agriculture — the “free hands”, as Steuart calls them — is
determined by the mass of agricultural products which the farm labourers produce in excess of their
own consumption.

“It 1s obvious, that the relative numbers of those persons who can be maintained without agricultural
labour, must he measured wholly by the productive powers of the cultivators” (Richard Jones, On the
Distribution of Wealth, London, 1831, pp. 159-60).

As agricultural labour thus forms the natural basis (on this, see an earlier notebook) not only for
surplus-labour in its own sphere, but also for the independent existence of all other branches of
labour, and therefore also for the surplus-value created in them, it is clear that it was bound to be
considered the creator of surplus-value, so long as the substance of value was regarded as definite,
concrete labour, and not abstract labour with its measure, labour-time.

1226| Thirdly. All surplus-value, not only relative but absolute, depends on a given productivity of
labour. If the productivity of labour had reached only such a stage of development that a man’s
labour-time no more than sufficed to keep him alive, to produce and reproduce his own means of
subsistence, then there would be no surplus-labour and no surplus-value, and there would be no
difference at all between the value of labour-power and the value which it creates. The possibility of
surplus-labour and of surplus-value therefore arises from a given productivity of labour, a
productivity which enables labour-power to create more than its own value, to produce more than the
needs dictated by its life process. And indeed this productivity, this level of productivity which 1s
presupposed as the starting-point, must first — as we saw in the second point above — make its
appearance in agricultural labour. It appears therefore as a gift of nature, a productive power of
nature. Here, in agriculture, from the very beginning there is a large measure of co-operation of the
forces of nature — the increase of human labour-power through the use and exploitation of the forces
of nature working automatically. This utilisation of the forces of nature on a large scale appears in
manufacture only with the development of large-scale industry. A definite stage in the development of
agriculture, whether in the country concerned or in other countries, forms the basis for the
development of capital. Up to this point absolute surplus-value coincides with relative. (Buchanan
— a great adversary of the Physiocrats — makes this point even against Adam Smith, when he tries to
show that agricultural development preceded the emergence of modern town industry).

Fourthly. Since it is the great and specific contribution of the Physiocrats that they derive value and
surplus-value not from circulation but from production, they necessarily begin, in contrast to the
Monetary and Mercantile system, with that branch of production which can be thought of in complete
separation from and independently of circulation, of exchange; and which presupposes exchange not
between man and man but only between man and nature.

[2. Contradictions in the System of the Physiocrats: the Feudal Shell of the
System and Its Bourgeois Essence; the Twofold Treatment of Surplus-Value]

Hence the contradictions in the Physiocratic system.



It is in fact the first system which analyses capitalist production, and presents the conditions within
which capital is produced, and within which capital produces, as eternal natural laws of production.
On the other hand, it has rather the character of a bourgeois reproduction of the feudal system, of the
dominion of landed property; and the industrial spheres within which capital first develops
independently are presented as “unproductive” branches of labour, mere appendages of agriculture.
The first condition for the development of capital is the separation of landed property from labour —
the emergence of land, the primary condition of labour, as an independent force, a force in the hands
of a separate class, confronting the free labourer. The Physiocrats therefore present the landowner as
the true capitalist, that is, the appropriator of surplus-labour. Feudalism is thus portrayed and
explained from the viewpoint of bourgeois production; agriculture is treated as the branch of
production in which capitalist production — that is, the production of surplus-value — exclusively
appears. While feudalism is thus made bourgeois, bourgeois society is given a feudal semblance.

This semblance deceived Dr. Quesnay’s adherents among the nobility, such as the crotchety and
patriarchal Mirabeau the elder. Among the later representatives ||227| of the Physiocrats, especially
Turgot, this illusion disappears completely, and the Physiocratic system is presented as the new
capitalist society prevailing within the framework of feudal society. This therefore corresponds to
bourgeois society in the epoch when the latter breaks its way out of the feudal order. Consequently,
the starting-point is in France, in a predominantly agricultural country, and not in England, a
predominantly industrial, commercial and seafaring country. In the latter country attention was
naturally concentrated on circulation, on the fact that the product acquires value, becomes a
commodity only when it becomes the expression of general social labour, money. In so far, therefore,
as the question concerned not the form of value, but the amount of value and the increase of value,
profit upon expropriation — that is, relative profit as Steuart describes it — is what catches the eye.
But if the creation of surplus-value in the sphere of production itself is what has to be established, it
is necessary first of all to go back to that branch of production in which surplus-value is found
independently of circulation — that is, agriculture. The initiative was therefore taken in a
predominantly agricultural country. Ideas related to those of the Physiocrats are to be found in
fragmentary form in older writers who preceded them, partly in France herself, for example,
Boisguillebert. But it is only with the Physiocrats that those ideas develop into an epoch-making
system.

The agricultural labourer, depending on the minimum of wages, the strict nécessaire, reproduces
more than this strict nécessaire, and this more is rent, surplus-value, which is appropriated by the
owners of the fundamental condition of labour — nature. So what they say is not: the labourer works
more than the labour-time required for the reproduction of his labour-power; the value which he
creates 1s therefore greater than the value of his labour-power; or the labour which he gives in return
is greater than the quantity of labour which he receives in the form of wages. But what they say is: the
amount of use-values which he consumes during the period of production is smaller than the amount
of use-values which he creates, and so a surplus of use-values is left over. Were he to work only for
the time required to reproduce his own labour-power, there would be nothing over. But the
Physiocrats only stuck to the point that the productivity of the earth enables the labourer, in his day’s
labour, which 1s assumed to be a fixed quantity, to produce more than he needs to consume in order to
continue to exist. The surplus-value appears therefore as a gift of nature, through whose co-
operation a definite quantity of organic matter — plant seeds, a number of animals — enables labour



to transform more inorganic matter into organic.

On the other hand, it is taken for granted that the landowner confronts the labourer as a capitalist. He
pays for the labour-power, which the labourer offers to him as a commodity, and he receives in return
not only an equivalent, but appropriates for himself the enlarged value arising from the use of this
labour-power. The alienation of the material condition of labour from labour-power itself is
presupposed in this exchange. The starting-point is the feudal landowner, but he comes on to the stage
as a capitalist, as a mere owner of commodities, who makes profitable use of the goods exchanged by
him for labour, and gets back not only their equivalent, but a surplus over this equivalent, because he
pays for the labour-power only as a commodity. He confronts the free labourer as an owner of
commodities. In other words, this landowner is in essence a capitalist. In this respect too the
Physiocratic system hits the mark, inasmuch as the separation of the labourer from the soil and from
the ownership of land is a fundamental condition |[228| for capitalist production and the production of
capital.

Hence the contradictions in this system: it was the first to explain surplus-value by the appropriation
of the labour of others, and in fact to explain this appropriation on the basis of the exchange of
commodities; but it did not see that value in general is a form of social labour and that surplus-value
is surplus-labour. On the contrary, it conceived value merely as use-value, merely as material
substance, and surplus-value as a mere gift of nature, which returns to labour, in place of a given
quantity of organic material, a greater quantity. On the one hand, it stripped rent — that is, the true
economic form of landed property — of its feudal wrapping, and reduced it to mere surplus-value in
excess of the labourer’s wage. On the other hand, this surplus-value is explained again in a feudal
way, as derived from nature and not from society; from man’s relation to the soil, not from his social
relations. Value itself is resolved into mere use-value, and therefore into material substance. But
again what interests [the Physiocrats] in this material substance is its quantity — the excess of the
use-values produced over those consumed; that is, the purely quantitative relation of the use-values to
each other, their mere exchange-value, which in the last resort comes down to labour-time.

All these are contradictions of capitalist production as it works its way out of feudal society, and
interprets feudal society itself only in a bourgeois way, but has not yet discovered its own peculiar
form — somewhat as philosophy first builds itself up within the religious form of consciousness, and
in so doing on the one hand destroys religion as such, while on the other hand, in its positive content,
it still moves only within this religious sphere, idealised and reduced to terms of thought.

Hence also, in the conclusions which the Physiocrats themselves draw, the ostensible veneration of
landed property becomes transformed into the economic negation of it and the affirmation of capitalist
production. On the one hand, all taxes are put on rent, or in other words, landed property is in part
confiscated, which is what the legislation of the French Revolution sought to carry through and which
is the final conclusion of the fully developed Ricardian modern political economy. By placing the
burden of tax entirely on rent, because it alone 1s surplus-value — and consequently any taxation of
other forms of income ultimately falls on landed property, but in a roundabout way, and therefore in
an economically harmful way, that hinders production — taxation and along with it all forms of State
intervention, are removed from industry itself, and the latter is thus freed from all intervention by the
State. This is ostensibly done for the benefit of landed property, not in the interests of industry but in



the interests of landed property.

Connected with this is laissez faire, laissez aller'¥; unhampered free competition, the removal from
industry of all interference by the State, monopolies, etc. Since industry [as the Physiocrats see it]
creates nothing, but only transforms values given it by agriculture into another form; since it adds no
new value to them, but returns the values supplied to it, though in altered form, as an equivalent; it is
naturally desirable that this process of transformation should proceed without interruptions and in the
cheapest way; and this is only realised through free competition, by leaving capitalist production to
its own devices. The emancipation of bourgeois society from the absolute monarchy set up on the
ruins of feudal society thus takes place only in the interests of the feudal landowner transformed into a
capitalist |229| and bent solely on enrichment. The capitalists are only capitalists in the interests of
the landowner, just as political economy in its later development would have them be capitalists only
in the interests of the working class.

It can be seen therefore how little the modern economists, [such as] Herr Eugéne Daire (who
published the works of the Physiocrats together with his prize essay on them), have understood the
Physiocrats when they treat their specific theories — of the exclusive productivity of agricultural
labour, of rent as the only surplus-value, and of the landowners’ pre-eminent status in the system of
production — as if they had no connection and were only fortuitously associated with their
proclamation of free competition, the principle of large-scale industry, of capitalist production. At
the same time it is understandable how the feudal semblance of this system, in the same way as the
aristocratic tone of the Enlightenment, was bound to win a number of feudal lords as enthusiastic
supporters and propagandists of a system which, in its essence, proclaimed the rise of the bourgeois
system of production on the ruins of the feudal.

[3. Quesnay on the Three Classes in Society. Further Development of
Physiocratic Theory with Turgot: Elements of a Deeper Analysis of Capitalist
Relations]

We will now examine a number of passages, partly to elucidate and partly in support of the theses
advanced above.

With Quesnay himself, in the Analyse du Tableau économique the nation consists of three classes of
citizens:

“the productive class” (agricultural labourers), “the class of landowners and the sterile class™ (“all
the citizens occupied with other services and with other labours than those of agriculture™)
(Physiocrates, etc., €dition Eugéne Daire, Paris, 1846, 1 partie, p. 58).

Only the agricultural labourers, not the landowners, appear as a productive class, as a class which
creates surplus-value. The importance of this class of landowners, which is not “sterile”, because it
is the representative of “surplus-value”, does not rest on its being the creator of surplus-value, but
exclusively on the fact that it appropriates surplus-value.

[With] Turgot [the Physiocratic system is] most fully developed. In some passages in his writings the



pure gift of nature is presented as surplus-labour, and on the other hand the necessity for the labourer
to yield up what there is in excess of his necessary wage [is explained] by the separation of the
labourer from the conditions of labour, and their confronting him as the property of a class which uses
them to trade with.

The first reason why agricultural labour alone is productive is that it is the natural basis and pre-
condition for the independent pursuit of all other forms of labour.

“His” (the husbandman’s) “labour, in the sequence of the labours divided among the different
members of the society, retains the same primacy ... as the labour which provided his own food had
among the different kinds of labour which, when he worked alone, he was obliged to devote to his
different kinds of wants. We have here neither a primacy of honour nor of dignity; it is one of
physical necessity ... What his labour causes the land to produce beyond his personal wants is the
only fund for the wages which all the other members of the society receive in exchange for their
labour. The latter, in making use of the price of this exchange to buy in their turn the products of the
husbandman, only return to him” (as matter) “exactly what they have received from him. We have
here a very essential difference |[230| between these two kinds of labour” (Réflexions sur la
formation et la distribution des richesses (1766). Turgot, Oeuvres, édition Daire, t. I, Paris, 1844,

pp. 9-10).

How then does surplus-value arise? It does not arise from circulation, but it is realised in
circulation. The product is sold at its value, not above its value. There is no excess of price over
value. But because it is sold at its value, the seller realises a surplus-value. This is only possible
because he has not himself paid in full for the value which he sells, that is, because the product
contains a portion of value which has not been paid for by the seller, which he has not offset by an
equivalent. And this is the case with agricultural labour. The seller sells what he has not bought.
Turgot at first presents this unbought element as a pure gift of nature. We shall see, however, that in
his writings this pure gift of nature becomes imperceptibly transformed into the surplus-labour of the
labourer which the landowner has not bought, but which he sells in the products of agriculture.

“As soon as the labour of the husbandman produces more than his wants, he can with this superfluity
that nature accords him as a pure gift over and above the wages of his toil, buy the labour of the
other members of the society. The latter, in selling it to him gain only their livelihood; but the
husbandman gathers, beyond his subsistence, a wealth which is independent and disposable, which he
has not bought and which he sells. He is, therefore, the sole source of the riches, which, by their
circulation, animate all the labours of the society, because he is the only one whose labour produces
over and above the wages of labour” (l.c., p. 11).

In this first conception we have, to begin with, the essence of surplus-value — that it is value realised
in sale, without the seller having given an equivalent for it, without his having bought it. Unpaid
value. But in the second place this is conceived as a pure gift of nature, this excess over the wage of
labour; because after all it is a gift of nature, it depends on the productivity of nature that the labourer
is able to produce in his day’s labour more than is necessary for the reproduction of his labour-
power, more than the amount of his wages. In this first conception the total product is still
appropriated by the labourer himself ... And this total product is divided into two parts. The first
forms his wages; he is presented as his own wage-labourer, who pays himself the part of the product



that 1s necessary for the reproduction of his labour-power, for his subsistence. The second part,
which is the excess over the first, is a gift of nature and forms surplus-value. The nature of this
surplus-value, of this pure gift of nature, will however take clearer shape, when the premise of the
proprietor who cultivates his land is abandoned and the two parts of the product, wages and surplus-
value, accrue to different classes, the one to the wage-worker, the other to the landowner.

The formation of a class of wage-labourers, whether in manufacture or in agriculture itself — at first

all manufacturiers) appear only as stipendiés,Y wage-labourers of the cultivating proprietor —
requires the separation of the conditions of labour from labour-power, and the basis for this
separation is that the land itself becomes the private property of one part of society, so that the other
part is cut off from this objective condition for making use of its labour.

“In the early stages there was no need to distinguish the proprietor from the cultivator ... In this early
time, as every industrious man would find as much land as he ||231| wished, he could not be tempted
to work for others ... Butinthe end all land found its master, and those who could not have
properties had at first no other resource than that of exchanging the labour of their arms, in the
employment of tbe stipendiary class” (i.e., the class of artisans, of all non-agricultural labourers)
“for the superfluous portion of the produce of the cultivating proprietor” (l.c., p. 12).

The cultivating proprietor with the considerable surplus which the land gave to his labour, could “pay
men to cultivate his land; and for men who live on wages, it was as good to earn them in this business
as in any other. Thus ownership of land had to be separated from the labour of cultivation, and
soon it was ... The landowners began to shift the labour of cultivating the soil on to the wage-
labourers” (l.c., p. 13).

In this, way, therefore, the relation between capital and wage-labour arises in agriculture itself. It
first arises when a number of people find themselves cut off from ownership of the conditions of
labour — above all from the land — and have nothing to sell but their labour itself.

For the wage-labourer, however, who can no longer produce commodities, but must sell his labour
itself, the minimum of wages, the equivalent of the necessary means of subsistence, necessarily
becomes the law which governs his exchange with the owner of the conditions of labour.

“The mere workman who has only his arms and his industry, has nothing unless he succeeds in selling
his labour to others ... In every kind of work it cannot fail to happen, and as a matter of fact it does
happen, that the wages of the workman are limited to what is necessary to procure him his
subsistence” (l.c., p. 10).

Then as soon as wage-labour has arisen, “the produce of land is divided into two parts: the one
includes the subsistence and the profits of the husbandman, which are the reward of his labour and the
condition upon which be undertakes to cultivate the field of the proprietor. What remains is that
independent and disposable part which the land gives as pure gifts to him who cultivates it, over and
above his advances and the wages of his trouble; and this is the portion of the proprietor, or the
revenue with which the latter can live without labour and which he uses as he will” (l.c., p. 14).

This pure gift of the land, however, is now already defined as a gift which it gives to him “who



cultivates it”, and thus as a gift which it makes to labour; as the productive power of labour applied
to the land, a productive power which labour possesses through using the productive power of nature
and which it thus derives from the land — but it derives it from the land only as labour. In the hands
of the landowner, therefore, the surplus appears no longer as a “gift of nature”, but as the
appropriation — without an equivalent — of another’s labour, which through the productivity of
nature is enabled to produce means of subsistence in excess of its own needs, but which, because it is
wage-labour, 1s restricted to appropriating for itself, out of the product of the labour, only “what 1s
necessary to procure him” [i. e., the worker] “his subsistence”.

“The cultivator produces his own wages, and, in addition, the revenue which serves to pay the who]e
class of artisans and other stipendiaries... The proprietor has nothing except through the labour of
the cultivator” (therefore not through a pure gift of nature); “he receives from him his ||232|
subsistence and that wherewith he pays the labours of other stipendiarlies ... the cultivator has need
of the proprietor only by virtue of conventions and laws ...” (l.c., p. 15).

Thus in this passage surplus-value is explicitly stated to be the part of the cultivator’s labour which
the proprietor appropriates to himself without giving any equivalent, and he sells the product of his
labour, therefore, without having bought it. Only what Turgot has in mind is not exchange-value as
such, the labour-time itself, but the surplus of products which the cultivator’s labour supplies to the
proprietor over and above his own wages; which surplus of products, however, is only the
embodiment of the amount of time which he works gratis for the proprietor in addition to the time
which he works for the reproduction of his wages.

We see thus how, within the limits of agricultural labour, the Physiocrats have a correct grasp of
surplus-value; they see it as a product of the wage-labourer’s labour, although they in turn conceive
this labour in the concrete forms in which it appears in use-values.

The capitalist exploitation of agriculture — “leasing or letting of land” — 1s, it may be noted in
passing, described by Turgot as “the most advantageous method of all, but it presupposes a land that
is already rich” (l.c., p. 21).

<In considering surplus-value it is necessary to turn from the sphere of circulation to the sphere of
production. That is to say, to deduce surplus-value not simply from the exchange of commodity for
commodity, but from exchange as it occurs within production, between the owners of the conditions of
labour and the labourers themselves. These too confront each other as owners of commodities, and
consequently there is no assumption here of production independent of exchange.>

<In the Physiocratic system the proprietors [landowners] are the salariants,' labourers and
manufacturers in all other branches of industry being wage-labourers or stipendiaries. Consequently
also the governing and the governed.>

Turgot analyses the conditions of labour as follows:

“In every craft, it is necessary that the workman should have tools in advance, that he should have a
sufficient quantity of the materials upon which he has to labour; it is necessary that he should subsist
while waiting for the sale of his finished goods” (l.c., p. 34).



All these advances, these conditions on which alone labour can be performed, which are therefore
preconditions of the labour-process, are originally provided gratis by the land:

It is the land which ‘“‘has provided the first fund of advances prior to all cultivation”, in fruits, fish,
game, etc., in tools such as tree branches, stones, in domestic animals, which multiply through the
process of procreation, and moreover each year yield products in “milk, fleeces, hides and other
materials, which, with the wood obtained in the forests, have formed the first fund for the works of
industry” (l.c., p. 34).

Now these conditions of labour, these advances to labour become capital as soon as they have to be
advanced to the labourer by a third person, and this is the case from the moment when the labourer
owns nothing but his labour-power itself.

“When a large part of the society had only their arms to maintain them, it was necessary that those
who thus lived on wages should begin by having something in advance, either to procure the
materials upon which to labour or to maintain them while waiting for the payment of their wages”
(l.c., pp. 37-38).

|233| Turgot defines “capitals” as “accumulated movable values” (l.c., p. 38). Originally the
proprietor or cultivator pays wages directly each day and supplies the material, for example, to the
spinner of flax. As industry develops, larger advances and continuity of the process of production are
necessary. This is then undertaken by the possessor of capital. In the price of his products he must
recover all his advances and a profit equal to

“what his money would have been worth to him if he had employed it in the purchase of an estate”,
besides his wages, “for doubtless, if the profit. were the same, he would have preferred to live
without any exertion on the revenue of the land he could have acquired with the same capital” (l.c.,

pp- 38-39).

The “stipendiary industrial class” is itself subdivided “into capitalists, entrepreneurs and simple
workers”, etc. (p. 39). Agricultural entrepreneurs are in the same position as these [industrial]
entrepreneurs. They must similarly get all their advances replaced, along with the profit as shown
above.

“All this must first be deducted from the price of the products of the earth; the surplus serves the
cultivator for payment the proprietor for the permission he has given him to make use of his field for
setting his enterprise on foot. This is the price of the lease, the revenue of the proprietor, the net
produce; for all the land produces, up to the amount that replaces the advances of every kind and the
profits of the person who has made the advances, cannot be regarded as a revenue, but only as the
return of the expenses of cultivation, when one considers that, if the cultivator did not get them back,
he would take care not to employ his resources and his toil in cultivating the field of another” (l.c., p.
40).

Finally:

“Although capitals are partly formed by saving from the profits of the working classes, yet, as these



profits always come from the earth — inasmuch as they are all paid either from the revenue, or as
part of the expenditure which serves to produce the revenue — it is evident the capitals come from
the land just as much as the revenue does; or, rather, that they are nothing but the accumulation of the
part of the values produced by the land that the proprietors of the revenue, or those who share it with
them, can lay by every year without using it, for the satisfaction of their wants” (l.c., p. 66).

It is quite right, that if rent 1s the only surplus-value, accumulation takes place only from rent. What
the capitalists accumulate apart from rent, they pinch from their wages (their revenue, destined for
their consumption — since this is how profit is defined).

As profit, like wages, 1s reckoned in with the costs of cultivation, and only the surplus forms the
revenue of the proprietor, the latter — in spite of the honourable status given him — is in fact
excluded from the costs of cultivation (and thereby from being an agent of production), just as with
the Ricardians.

The emergence of the Physiocrats was connected both with the opposition to Colbertism and, in
particular, with the hullabaloo over the John Law system.

[4. Confusion of Value with Material Substance (Paoletti)]

|234| The confusion of value with material substance, or rather the equating of value with it, and the
connection between this view and the whole outlook of the Physiocrats, comes clearly to light in the
following extracts from Ferdinando Paoletti: I veri mezzi di render felici le societd (in part directed
against Verri, who in his Meditazioni sulla Economia politica (1771), had attacked the Physiocrats).
(Paoletti of Toscana, op. cit., t. XX, [published by] Custodi, Parte moderna.)

“Such a multiplication of matter” as are the products of the earth “has certainly never taken place
through industry, nor is it possible. This gives matter only form, it only modifies it; consequently
nothing is created by industry. But, the objection may be raised, industry gives matter form, and
consequently it is productive; even if this is not a production of matter, it is nevertheless one of form.
Very well, then, I won’t contest this. But that is not creation of wealth; on the contrary, it is
nothing but an expense ... Political economy presupposes, and takes as the object of its
investigation, material and real production, which is found only in agriculture, since this alone
multiplies the substances and products which form wealth ... Industry buys raw materials from
agriculture, in order to work them up; its labour — as we have already said — gives these raw
materials only a form, but it adds nothing to them and does not multiply them” (pp. 196-97). “Give the
cook a measure of peas, with which he is to prepare your dinner; he will put them on the table for you
well cooked and well dished up, but in the same quantity as he was given, but on the other band give
the same quantity to the gardener for him to put into the ground; he will return to you, when the right
time has come, at least fourfold the quantity that he had been given. This is the true and only
production” (p. 197). “Things receive value through the needs of men. Therefore the value or the
increase of value of commodities is not the result of industrial labour, but of the labourers’ outlays”
(p. 198). “Hardly has a new manufacture of any kind made its appearance, but it immediately spreads
within and outside the country; and see! very soon competition from other industrialists and merchants
brings the price down to its correct level, which ... 1s determined by the value of the raw material




and the costs of the labourers’ maintenance” (pp. 204-05).

[S. Elements of Physiocratic Theory in Adam Smith]

Agriculture 1s the first of all branches of industry to use the forces of nature on a considerable scale.
Their use in manufacturing industry becomes apparent only at a higher stage of industrial
development. The following quotation shows how, in this connection, Adam Smith still reflects the
prehistory of large-scale industry and for this reason upholds the Physiocratic point of view, and how
Ricardo answers him from the standpoint of modern industry.

1235| In Book I, Ch. V [of his An Inquiry into the Nature and Causes of the Wealth of Nations],
Adam Smith says with reference to the rent of land:

“It is the work of nature which remains after deducting or compensating every thing which can be
regarded as the work of man. It is seldom less than a fourth, and frequently more than a third of the
whole produce. No equal quantity of productive labour employed in manufactures can ever occasion
so great a reproduction. in them nature does nothing, man does all; and the reproduction must
always be in proportion to the strength of the agents that occasion it” [Adam Smith, An Inquiry into
the Nature and Causes of the Wealth of Nations ... By 1. R. McCulloch, Vol. II, Edinburgh, 1828, p.
147.]

On which Ricardo comments [in his On the Principles of Political Economy, and Taxation], 2nd
edition, 1819, note to pp. 61-62:

“Does nature nothing for man in manufactures? Are the powers of wind and water, which move our
machinery, and assist navigation, nothing? The pressure of the atmosphere and the elasticity of steam,
which enable us to work the most stupendous engines — are they not the gifts of nature? to say nothing
of the effects of the matter of heat in softening and melting metals, of the decomposition of the
atmosphere in the process of dyeing and fermentation. There is not a manufacture which can he
mentioned, in which nature does not give her assistance to man, and give it too, generously and
gratuitously.”

[ An anonymous author emphasises] that the Physiocrats regarded profit as only a deduction from rent:

For instance, “say they,!% of the price of a piece of lace, one part merely replaces what the labourer
consumed, and the other part is only transferred from one man’s pocket <i.e., that of the landlord> to
another’s” (An Inquiry into those Principles, respecting the Nature of Demand and the Necessity of
Consumption, lately advocated by Mr. Malthus, etc., London, 1821, p. 96).

The view of Adam Smith and his followers that the accumulation of capital is due to personal stinting
and saving and self-denial of the capitalists also originates from the view of the Physiocrats that
profit (including interest) is merely revenue for the consumption of the capitalists. They could say
this because they only regarded land rent as the true economic, so to speak legitimate, source of
accumulation.

“He,” says Turgot, i.e., the husbandman, ““is the only one whose labour produces over and above the



wages of labour” (Turgot, l.c., p. 11).
Here the entire profit is thus reckoned in with the wages of labour.

1236| “The cultivator creates over and above that restitution” (of his own wages) “the revenue of the
proprietor; and the artisan creates no revenue, either for himself or for others™ (l.c., p. 16). “All the
land produces up to the amount that replaces the advances of every kind and the profits of the person
who has nade the advances, cannot be regarded as a revenue, but only as the return of the expenses
of cultivation” (l.c., p. 40).

Adolphe Blanqui, Histoire de [’économie politique, Brussels, 1839, says [of the Physiocrats] on p.
139:

[ They were of the opinion that] “Labour applied to the cultivation of the soil produced not only the
wherewithal to maintain the labourer throughout the entire duration of the task, but also on excess of
value” (surplus-value) “which could he added to the mass of already existing wealth. They called
this excess the net product”. (Thus they conceive surplus-value in the form of the use-values in
which it appears.) “The net product had necessarily to belong to the owner of the land and
constituted in his hands a revenue fully at his disposal. What then was the net product of the other
industries? ... Manufacturers, merchants, workmen, all were the employees, the stipendiaries of
agriculture, sovereign creator and dispenser of all wealth. The products of the labour of these latter
represented in the system of the Economists only the equivalent of what they had consumed during the
task, so that after their work was completed, the sum total of wealth was absolutely the same as
before, unless the workmen or the masters had placed in reserve, that is to say s a v e d, what they
had the right to consume. Thus, then, labour applied to the soil was the only labour productive of
wealth, and labour in other industries was regarded as s t e r i [ e, because no increase in the
general capital resulted from it.”

<Thus the Physiocrats saw the production of surplus-value as the essence of capitalist production. It
was this phenomenon that they had to explain. And it remained the problem, after they had eliminated
the profit upon alienation of the Mercantile system.

“In order to acquire money,” says Mercier de la Riviére, “one must buy it, and, after this purchase,
one 1s no richer than one was before; one has simply received in money the same value that one has

given in commodities” (Mercier de la Rivi€re, L’Ordre naturel et essentiel des sociétés politiques,
t. II, p. 338).

This holds good both for ||237| purchase and for sale, as also for the whole metamorphosis of the
commodity, or for the result of the exchange of different commodities at their value, that is, the
exchange of equivalents. Whence, therefore, comes surplus-value? That is, whence comes capital?
That was the problem for the Physiocrats. Their error was that they confused the increase of
material substance, which because of the natural processes of vegetation and generation
distinguishes agriculture and stock-raising from manufacture, with the increase of exchange-value.
Use-value was their starting-point. And the use-value of all commodities, reduced, as the scholastics
say, to a universal, was the material substance of nature as such, whose increase in the same form
occurs only in agriculture.>



Germain Garnier, the translator of Adam Smith and himself a Physiocrat, correctly expounds their
theory of savings, etc. First he says that manufacture, as the Mercantilists maintained of all
production, can only produce surplus-value through the profit of expropriation, by selling
commodities above their value, so that only a new distribution of values created takes place, but no
new addition to the created values.

“The labour of artisans and manufacturers, opening no new source of wealth, can only be profitable
through advantageous exchanges, and has only a purely relative value, a value which will not he
repeated if there is no longer the opportunity to gain on the exchanges” (his translation Recherches
sur la nature et les causes de la richesse des nations, t. V, Paris, 1802, p. 266). Or the savings
which they make, the values which they secure over and above those which they expend, must be
stinted from their own consumption. “The labour of artisans and manufacturers, though only able to
add to the general amount of the wealth of society the savings made by the wage-labourers and the
capitalists, may well tend by these means to enrich society” (I.c., p. 266).

And in greater detail: “The labourers in agriculture enrich the State by the very product of their
labour: labourers in manufactures and commerce, on the contrary, cannot enrich it otherwise than
through savings on their own consumption. This assertion of the Economists is a consequence of the
distinction which they have established, and appears to be quite incontestable. indeed, the labour of
artisans and manufacturers cannot add anything else to the value of the material than the value of their
own labour, that is to say, the value of the wages and profits which this labour should have earned, at
the rates actually current in the country |[238| for the one and the other. For these wages, whether they
be small or large, are the reward of labour; they are what the labourer has the right to consume and is
presumed to consume; because it is only in consuming them that he can enjoy the fruits of his labour,
and this enjoyment is all that in reality constitutes his reward. Similarly profits, whether they he high
or low, are also regarded as the daily and continuous consumption of the capitalist, who is naturally
presumed to proportion his enjoyments to the revenue that his capital gives him. Thus unless the
workman curtails a part of the comforts to which he has the right in accordance with the current rate
of wages assigned to his labour; unless the capitalist resigns himself to saving a part of the revenue
which his capital brings him, both the one and the other will consume, in proportion as the piece of
work is completed, the whole value resulting from this work. The total quantity of the wealth of
society will then be, after their labour is over, the same as it was before, unless they have saved a
part of what they had the right to consume and what they could consume without being charged with
wasting; in which case the total quantity of the wealth of society will have been increased by the
whole value of these savings. Consequently it is correct to say that the agents of manufacture and
commerce can only add to the total quantity of wealth existing in society by their privations alone”

(l.c., pp. 263-64).

Garnier 1s also quite correct in noting that Adam Smith’s theory of accumulation through savings rests
on this Physiocratic foundation. (Adam Smith was strongly infected by the Physiocrats, as he
nowhere shows more strikingly than in his critique of the Physiocrats). Garnier says:

“Finally, if the Economists have maintained that manufacturing and commercial industry can only add
to the national wealth by privations, Smith has likewise said that industry would he practised in vain,
and the capital of a country would never grow larger, unless the economy augmented it by its savings”



(Book I, Ch. 3). “Smith is therefore in full agreement with the Economists” and so on (l.c., p. 270).

[6. The Physiocrats as Partisans of Large-Scale Capitalist Agriculture]

1239 Among the immediate historical circumstances which facilitated the spread of Physiocratic
theory and even its emergence, Adolphe Blanqui, in the work already mentioned, adduces:

“Of all the values which shot up in the feverish atmosphere of the system” (Law’s), “nothing
remained except ruin, desolation and bankruptcy. Landed property alone did not go under in the
storm.” <For this reason Herr Proudhon, in Philosophie de la Misére, puts landed property only after
credit.> “It even improved its position by changing hands and by being subdivided on a large scale,
perhaps for the first time since feudalism” (l.c., p. 138). Inparticular, “The innumerable changes of
ownership which were effected under the influence of the system, began the process of parcelling out
property ... Landed property arose for the first time from the condition of torpor in which the feudal
system had kept it for so long. This was a real awakening for agriculture ... It” (the land) “passed
now from out of a condition of mortmain and came into circulation” (l.c., pp. 137-38).

Turgot as well as Quesnay and his other adherents also want capitalist production in agriculture.
Thus Turgot:

“The leasing or letting of land ... this latter method” (large-scale agriculture, based on the modern
system of leases) “is the most advantageous of all, but it presupposes a country that is already rich”
(see Turgot, l.c., p. 21).

And Quesnay in his Maximes générales du gouvernement économique d’'un royaume agricole:

“The pieces of land which are employed in growing grain should as far as possible he joined together
in large-scale farms which can be managed by rich farmers™ (i.e., capitalists) “since the expenses for
the maintenance and repair of the buildings are smaller and therefore the costs are correspondingly
much lower and the net product much greater in the case of large agricultural undertakings than in the
case of small.”

In the same passage Quesnay admits that the increased productivity of agricultural labour accrues to
the “net revenue”, and therefore in the first place to the landowner, 1. e., the owner of surplus-value,
and that the relative increase of the latter arises not from the land but from the social and other
arrangements for raising the productivity of labour. |240| For he says in the same place:

“Every advantageous” <i.e., advantageous to the net product> “economy in labour which can he
accomplished with the aid of animals, machines, water-power and so on, will be of benefit to the
population,” etc.

At the same time Mercier de la Riviére (l.c., t. II, p. 407) has an inkling that surplus-value at least in
manufacture has something to do with the manufacturing workers themselves. (Turgot extended this to
all production, as already mentioned.) In the passage cited he exclaims:

“Moderate your enthusiasm, ye blind admirers of the false products of industry. Before ye extol its



miracles, open your eyes and see how many live in poverty or at least, in need, among those
producers who understand the art of converting 20 sous into the value of a thousand écus. Who then
benefits by this enormous increase in value? What do you say! Comforts are unknown to those
through whose hands it is accomplished. Take warning then by this contrast!”

[7. Contradictions in the Political Views of the Physiocrats. The Physiocrats and
the French Revolution]

[There were] contradictions in the system of the Economists, taken as a whole. Among others,
Quesnay was for the absolute monarchy.

“There must be only one supreme power... The system of opposing forces in a government is
ruinous. It merely indicates discord among the great and the suppression of the small people” (in the
above-mentioned Maximes générales, etc.).

Mercier de la Riviére [says]:

By the very fact “that man 1s intended to live in a community, he is intended to live under a
despotism” ([L’Ordre naturel et essentiel des sociétés politiques], t. 1, p. 281).

And to crown all the “Friend of the People”, the Marquis de Mirabeau — Mirabeau the Elder! It was
precisely this school, with its laissez faire, laissez aller, that overthrew Colbertism and all forms of
government interference in the activities of bourgeois society. It allowed the State to live on only in
the pores of this society, as Epicurus placed his gods in the pores of the world! The glorification of
landed property in practice turns into the demand that taxes should be put exclusively on ground-rent,
[and this implies] the virtual confiscation of landed property by the State, just as with the radical
section of the Ricardians. The French Revolution, in spite of the protests of Roederer and others,
accepted this taxation theory.

Turgot himself [was] the radical bourgeois minister who prepared the way for the French
Revolution. For all their sham feudal pretences the Physiocrats were working hand in hand with the
Encyclopaedists! 160; [240)|

|24 1| Turgot sought to anticipate the measures of the French Revolution. By the edict of February
1776 he abolished the guilds. (This edict was revoked three months after it was promulgated.)

Similarly he annulled the road-making corvée des paysanst He tried to introduce the single tax on
rent of land.

|241| We shall come back again later to the great service rendered by the Physiocrats respecting the
analysis of capital.

Meanwhile just this point: surplus-value (according to them) i1s due to the productivity of a special
kind of labour, agricultural labour. And on the whole this special productivity is due to nature itself.

In the Mercantile system, surplus-value is only relative — what one wins, the other loses: profit upon
alienation or oscillation of wealth between different parties. So that within a country, if we consider



the total capital, no creation of surplus-value in fact takes place. It can only arise in the relations
between one nation and other nations. And the surplus realised by one nation as against the other
takes the form of money (the balance of trade), because it is precisely money that is the direct and
independent form of exchange-value. In opposition to this — for the Mercantile system in fact denies
the creation of absolute surplus-value — the Physiocrats seek to explain absolute surplus-value: the
net product. And since the net product is fixed in their minds as use-value, agriculture [is for them]
the sole creator of it.

[8. Vulgarisation of the Physiocratic Doctrine by the Prussian Reactionary
Schmalz]

One of the most naive representatives of Physiocratic theory — how far removed he is from Turgot!
— 1s the old smeller-out of demagogues and royal Prussian Privy Councillor Schmalz. For instance:

“If nature pays him” (the lessor of the land, the landowner) “even double the legal interests, on what
plausible ground could anyone dare to deprive him of it?”” (Economie politique, traduit par Henri
Jouffroy, etc., t. I. Paris, 1826, p. 90.)

The minimum of wages is so formulated by the Physiocrats that the consumption (or expenditure) of
the labourers is equal to the wage that they receive. Or as Herr Schmalz puts it in a general way:

“The average wage in a trade is equal to the average of what a man in this trade consumes during the
time of his labour” (l.c., p. 120).

“Rent of land 1s the one and only element of the national revenue; ||242| and interest on capitals
employed and the wages of all kinds of labours only make the product of this rent pass and circulate
through everyone’s hands™ (l.c., pp. 309-10).

“The utilisation of the land, its faculty, its capacity for the annual reproduction of rent, is all that
constitutes the national wealth” (l.c., p. 310). “If we go back to the foundations, to the first elements
of the value of all objects, whatsoever they may be, we are forced to recognise that this value is
nothing other than that of the simple products of nature; that is to say, although labour may have given
a new value to these objects and raised their price, this new value, or this price, is only made up
nevertheless of the total values put together of all the natural products which, because of the new form
that labour has given them, have been destroyed, consumed, or used by the labourer in one way or
another” (l.c., p. 313).

“This kind of labour” (agriculture proper) “being the only labour that contributes to the production of
new b o di e s, it is therefore the only labour that can, up to a certain point, be considered
productive. As for labours in working up material or in industry ... they simply give a new form to
bodies which nature has produced” (l.c., pp. 15-16).

[9. An Early Critique of the Superstition of the Physiocrats in the Question of
Agriculture (Verri)]



Against the superstition of the Physiocrats.

Verri (Pietro): Meditazioni sulla Economia politica. (First printed 1771), t. XV. [Published by]
Custodi, Parte moderna.

“All the phenomena of the universe, whether produced by the hand of man or through the universal
laws of physics, are not actual new creations, but merely a modification of matter. Joining together
and separating are the only elements which the human mind always finds on analysing the concept of
reproduction; and it s just the same with the reproduction of value and of wealth, when earth, air
and water 1n the fields are transformed into corn, or when the hand of man transforms the secretions
of an insect into silk, or some pieces of metal are arranged to make the mechanism of a watch” (pp.
21-22). Further: The Physiocrats call “the class of manufacturing labourers sterile, because in their
view the value of manufactured products is equal to the raw material plus the means of

subsistence which the manufacturing labourers consume during the time of manufacture” (l.c., p.
25).

|243| On the other hand, Verri calls attention to the constant poverty of the agricultural population in
contrast to the progressive enrichment of the artisans, and then goes on to say:

“This proves that the artisan, in the price which he receives, gets not only the replacement of his
outlay on consumption, but a certain sum over and above that, and this sum is a new quantity of
value created in the annual production” (l.c., p. 26). “The newly-created value is therefore that part
of the price of the agricultural or industrial products which they yield over and above the original
value of the materials and the necessary outlays on consumption while they are being worked up. In
agriculture the seed and the consumption of the husbandman must be deducted, as in manufacture the
raw material and the consumption of the industrial workman; and every year new value 1s created, to
the amount of the balance that remains” (l.c., pp. 26-27).

Editors’ Footnotes

1 The most indispensable, the absolutely necessary. — Ed.

2 Lit.: let go, let act (let people act as they choose); demanding that the Government should not
interfere in the economic life of the country. — Ed

3 Manufacturers. — Ed.

4 Those who are paid (wages or a salary). — Ed.

5 The payers of wages. — Ed.

6 In the manuscript: “The Physiocrats say f.i.” — Ed.

7 Compulsory labour exacted of the peasants. — Ed.



[Chapter I1I] Adam Smith

[1. Smith’s Two Different Definitions of Value; the Determination of Value by
the Quantity of Labour Expended Which Is Contained in a Commodity, and Its
Determination by the Quantity of Living Labour Which Can Be Bought in
Exchange for This Commodity]

[See Adam Smith Archive.]

Adam Smith, like all economists worth speaking of, takes over from the Physiocrats the conception of
the average wage, which he calls the natural price of wages.

“A man must always live by his work, and his wages must at least be sufficient to maintain him. They
must even upon most occasions be somewhat more, otherwise it would be impossible for him to bring
up a family, and the race of such workmen could not last beyond the first generation.” ([Adam Smith,
Wealth of Nations, Oxford University Press, London, 1928. Vol. I, p. 75, Garnier] t. 1, 1. I, ch. VIII, p.
136.%)

Adam Smith expressly states that the development of the productive powers of labour does not benefit
the labourer himself. He says (1. 1, ch. VIII [4n Inquiry into the Nature and Causes of the Wealth of
Nations] edit. McCulloch, London, 1828):

“The produce of labour constitutes the natural recompense or wages of labour. In that Original state
of things, which precedes both the appropriation of land and the accumulation of stock, the whole
produce of labour belongs to the labourer. He has neither landlord nor master to share with him. Had
this state continued, the wages of labour would have augmented with all those improvements in its
productive powers, to which the division of labour gives occasion. All things would gradually have
become cheaper.” <At any rate all those things requiring a smaller quantity of labour for their
reproduction, but they “would” not only have become cheaper; they have, in point of fact, become
cheaper.» “They would have been produced by a smaller quantity of labour; and as the commodities
produced by equal quantities of 1abour would naturally in this state of things be exchanged for one
another, they would have been purchased likewise with |[244| the produce of a smaller quantity [...]
But this original state of things, in which the labourer enjoyed the whole produce of his own labour,
could not last beyond the first introduction of the appropriation of land and the accumulation of
stock. It was at an end, therefore, long before the most considerable improvements were made in the
productive powers of labour, and it would be to no purpose to trace further what might have been its
effects upon the recompense or wages of labour” (Vol. I, pp. 107-09).

Here Adam Smith very acutely notes that the really great development of the productive power of
labour starts only from the moment when it is transformed into wage-labour, and the conditions of
labour confront it on the one hand as landed property and on the other as capital. The development of
the productive power of labour thus begins only under conditions in which the labourer himself can
no longer appropriate its result. It is therefore quite useless to investigate how this growth of
productive powers might have influenced or would influence “wages”, taken here as equal to the



product of labour, on the hypothesis that the product of labour (or the value of this product) belonged
to the labourer himself.

Adam Smith 1s very copiously infected with the conceptions of the Physiocrats, and often whole strata
run through his work which belong to the Physiocrats and are in complete contradiction with the
views specifically advanced by him. This is so, for example, in the theory of rent, etc. For our
present purpose we can completely disregard these passages in his writings, which are not
characteristic of himself, but in which he is a mere Physiocrat.

In the first part of this work, when dealing with the analysis of the commodity, I have already pointed
out Adam Smith’s inconsistency in his treatment of how exchange-value is determined. In particular,
[I have shown] how he sometimes confuses, and at other times substitutes, the determination of the
value of commodities by the quantity of labour required for their production, with its determination
by the quantity of living labour with which commodities can be bought, or, what is the same thing, the
quantity of commodities with which a definite quantity of living labour can be bought. Here he makes
the exchange-value of labour the measure for the value of commodities. In fact, he makes wages the
measure; for wages are equal to the quantity of commodities bought with a definite quantity of living
labour, or to the quantity of labour that can be bought by a definite quantity of commodities. The
value of labour, or rather of labour-power, changes, like that of any other commodity, and is in no
way specifically different from the value of other commodities. Here value is made the measuring
rod and the basis for the explanation of value—so we have a vicious circle.

From the exposition that follows, however, it will be seen that this vacillation and this jumbling up of
completely heterogeneous determinations of value do not affect Smith’s investigations into the nature
and origin of surplus-value, because in fact, without even being aware of it, whenever he examines
this question, he keeps firmly to the correct determination of the exchange-value of commodities —
that 1s, its determination by the quantity of labour or the labour-time expended on them. [244||

|IVII-283a| <Many examples can be given to show how often in the course of his work, when he is
explaining actual facts, Smith treats the quantity of labour contained in the product as value and
determining value. Some of these are quoted by Ricardo. His whole doctrine of the influence of the
division of labour and improved machinery on the price of commodities is based on it. Here one
passage will be enough to cite. Inch. XI, 1. I Adam Smith speaks of the cheapening of many
manufactured goods in his time, as compared with earlier centuries, and he concludes with the words:

“It cost a greater quantity of labour ||283b| to bring the goods to market. When they were brought
thither, therefore, they must have purchased, or exchanged for the price, of a greater quantity.”
([Wealth of Nations, O.U.P. edition, Vol. I, p. 284], [Garnier] t. II, p. 156).//[VII-283b||

|VI-245| Secondly, however, this contradiction in Adam Smith and his passing from one kind of
explanation to another is based upon something deeper, which Ricardo, in exposing this contradiction,
overlooked or did not rightly appreciate, and therefore also did not solve. Let us assume that all
workers are producers of commodities, and not only produce their commodities but also sell them.
The value of these commodities is determined by the necessary labour-time contained in them. If
therefore the commodities are sold at their value, the labourer buys with one commodity, which is the
product of twelve hours’ labour-time, another twelve hours’ labour-time in the form of another



commodity, that is to say, twelve hours’ labour-time which is embodied in another use-value. The
value of his labour is therefore equal to the value of his commodity; that is, it is equal to the product
of twelve hours’ labour-time. The selling and buying again, in a word, the whole process of
exchange, the metamorphosis of the commodity, alters nothing in this. It alters only the form of the
use-value in which this twelve hours’ labour-time appears. The value of labour is therefore equal to
the value of the product of labour. In the first place, equal quantities of materialised labour are
exchanged in the commodities—in so far as they are exchanged at their value. Secondly, however, a
certain quantity of living labour 1s exchanged for an equal quantity of materialised labour, because,
firstly, the living labour is materialised in a product, a commodity, which belongs to the labourer, and
secondly, this commodity is in turn exchanged for another commodity which contains an equally large
quantity of labour. In fact, therefore, a certain quantity of living labour is exchanged for an equal
amount of materialised labour. Thus it is not only commodity exchanging for commodity in the
proportion in which they represent an equal quantity of materialised labour-time, but a quantity of
living labour exchanging for a commodity which represents the same quantity of labour materialised.

On this assumption the value of labour (the quantity of commodities which can he bought with a given
quantity of labour, or the quantity of labour which can be bought with a given quantity [of
commodities]) could serve as the measure of the value of a commodity just as well as the quantity of
labour contained in it, since the value of labour always represents the same quantity of materialised
labour as the living labour requires for the production of this commodity; in other words, a definite
quantity of living labour-time would always command a quantity of commodities which represents an
equal amount of materialised labour-time. But in all modes of production—and particularly in the
capitalist mode of production —in which the material conditions of labour belong to one or several
classes, while on the other hand nothing but labour-power belongs to another class, the working class,
what takes place is the opposite of this. The product or the value of the product of labour does not
belong to the labourer. A definite quantity of living labour does not command the same quantity of
materialised labour, or a definite quantity of labour materialised in a commodity commands a greater
quantity of living labour than is contained in the commodity itself.

But as Adam Smith quite correctly takes as his starting-point the commodity and the exchange of
commodities, and thus the producers initially confront each other only as possessors of commodities,
sellers of commodities and buyers of commodities, he therefore discovers (so it seems to him) that in
the exchange between capital and wage-labour, |[246| materialised labour and living labour, the
general law at once ceases to apply, and commodities (for labour too is a commodity in so far as it is
bought and sold) do not exchange in proportion to the quantities of labour which they represent.
Hence he concludes that labour-time is no longer the immanent measure which regulates the
exchange-value of commodities, from the moment when the conditions of labour confront the wage-
labourer in the form of landed property and capital. He should on the contrary, as Ricardo rightly
points out, have drawn the opposite conclusion, that the expressions “quantity of labour” and “value
of labour” are now no longer identical, and that therefore the relative value of commodities, although
determined by the labour-time contained in them, is not determined by the value of labour, since that
was only correct so long as the latter expression remained identical with the former. Later on, when
we deal with Malthus, we can show how wrong and absurd it would be, even when the labourer
appropriated his own product, i.e., the value of his own product, to make this value or the value of
labour the measure of value, in the same sense in which labour-time or labour itself is the measure of



value and the value-creating element. For even in that case the labour which can be bought with a
commodity cannot serve as a measure in the same sense as the labour contained init. One would be
merely an index to the other.

In any case Adam Smith feels the difficulty of deducing the exchange between capital and labour from
the law that determines the exchange of commodities, since the former apparently rests on quite
opposite and contradictory principles. And indeed the contradiction could not be solved so long as
capital was set directly against labour instead of against labour-power. Adam Smith was well aware
that the labour-time expended on the reproduction and maintenance of labour-power is very different
from the labour which it [i.e., labour-power] itself can perform. Thus he himself quotes from
Cantillon’s Essai sur la nature du commerce:

“The labour of an able-bodied slave, the same author adds, is computed to be worth double his
maintenance; and that of the meanest labourer, he thinks, cannot be worth less than that of an able-
bodied slave” ([ Wealth of Nations, O.U.P. edition, Vol. 1, p. 75], [Garnier] t. I, 1. I, ch. VIII, p. 137).

On the other hand it is strange that Adam Smith did not grasp how little the objection he raises has to
do with the law that determines the exchange of commodities for each other. That commodities A and
B exchange in proportion to the labour-time contained in them is in no way upset by the proportions in
which the producers A or B divide the products A and B, or rather their value, between themselves.
If a part of A goes to the landowner, another to the capitalist, and a third part to the labourer, no
matter what the share of each may be, this does not alter the fact that A itself exchanges with B
according to its value. The relation between the labour-time contained in commodities A and B is in
no way affected by how the labour-time contained in A and B is appropriated by various persons.
“When the exchange of broadcloth for linen has been accomplished, the producers of broadcloth will
share in the linen in a proportion equal to that in which they previously shared in the broadcloth”
([Karl Marx], Misére de la Philosophie, p. 29). It s this, too, that later the Ricardians rightly
maintained against ||247| Adam Smith. Thus the Malthusian John Cazenove says:

“... Interchange and Distribution distinct from each other. ...* The circumstances which affect the
one do not always affect the other. For instance, a reduction in the cost of producing any particular
commodity will alter its relation to all others; but it will not necessarily alter its own distribution, nor
will it in any way affect theirs. Again, a general reduction in the value of commodities affecting them
all alike will not alter their relation to each other. It might or might not affect their distribution” (John
Cazenove: Preface to his edition of Malthus’s Definitions in Political Economy, London, 1853, [p.
VI)).

But since the “distribution” of the value of the product between capitalist and worker is itself based
on an exchange between commodities —commodities and labour-power —Adam Smith is justifiably
startled. The fact that he had also made the value of labour, or the extent to which a commodity (or
money) can purchase labour, the measure of value, has a disturbing effect on Smith’s argument when
he comes to the theory of prices, shows the influence of competition on the rate of profit, etc.; it
deprives his work of all unity, and even excludes a number of essential questions from his inquiry.
As we shall soon see, however, it did not affect his exposition of surplus-value in general, because
here he keeps consistently to the correct determination of value by the labour-time expended in
different commodities.



So now to his treatment of the question.

But first we must mention one other circumstance. Adam Smith mixes up different things. First he
states in Book I, Ch. V:

“Every man is rich or poor according to the degree in which he can afford to enjoy the necessaries,
conveniences and amusements of human life. But after the division of labour bas once thoroughly
taken place, it is but a very small part of these with which a man’s own labour can supply him. The
far greater part of them he must derive from the labour of other people, and he must he rich or poor
according to the quantity of that labour which he can command, or which he can afford to
purchase. The value of any commodity, therefore, to the person who possesses it, and who means
not to use or consume it, himself, but to exchange it for other commodities, is equal to the quantity
of labour which it enables him to purchase or command. Labour, therefore, is the real measure of
the exchangeable value of all commodities” ([ Wealth of Nations, O.U.P. edition, Vol. I, pp. 32-33],
[Garnier] t. I, pp. 59 to 60).

Further:“They” (the goods) “contain the value of a certain quantity of labour, which we exchange
|248| for what is supposed at the time to contain the value of an equal quantity... 1t was not by
gold or by silver, but by labour, that all the wealth of the world was originally purchased; and its
value, to those who possess it, and who want to exchange it for some new productions, is precisely
equal to the quantity of labour which it can enable them to purchase or command” ([ibid., p. 33],
[Garnier] L. I, ch. V, pp. 60-61).

Finally: “Wealth, as Mr. Hobbes says, is power. But the person who either acquires, or succeeds to a
great fortune, does not necessarily acquire or succeed to any political power, either civil or
military... The power which that possession immediately and directly conveys to him, is the power
of purchasing a certain command over all the labour, or over all the produce of labour which is then
in the market” ([Ibid.], [Garnier] i.e., p. 61).

It can be seen that in all these passages Adam Smith confuses the labour of other people with the
produce of this labour. The exchange-value of the commodity which anyone possesses consists —
after the division of labour—in the commodities belonging to someone else which he can buy, i.e., in
the quantity of someone else’s labour which is contained in them, the quantity of someone else’s
materialised labour. And this quantity of the labour of others is equal to the quantity of labour that is
contained in his own commodity. As he expressly says:

“They” (the goods) “contain the value of a certain quantity of labour, which we exchange for what is
supposed at the time to contain the value of an equal quantity.”

It emphasis here is on the change brought about by the division of labour: that is to say, that wealth no
longer consists in the product of one’s own labour, but in the quantity of the labour of others which
this product commands, the social labour which it can buy, the quantity of which is determined by the
quantity of labour it itself contains. In fact, only the concept of exchange-value is here involved —
that my labour now counts only as social labour, and consequently its product determines my wealth
by its command over an equal quantity of social labour. My commodity, which contains a definite
quantity of necessary labour-time, gives me command over all other commodities of equal value, and



therefore over an equal quantity of the labour of others realised in other use-values. The emphasis
here lies on the equalisation, brought about through the division of labour and exchange-value, of my
labour with the labour of others, in other words, with social labour (the fact that my labour too, or the
labour contained in my commodities, is already socially determined, and has fundamentally changed
its character, escapes Adam), and not at all on the difference between materialised labour and living
labour, and the specific laws of their exchange. In fact, Adam Smith is here saying nothing more than
that the value of commodities is determined by the labour-time contained in them, and that the wealth
of the owner of commodities consists in the quantity of social labour at his disposal.

However, the equating here of labour and product of labour |249| in fact provides the first occasion
for the confusion between the determination of the value of commodities by the quantity of labour
contained in them, and the determination of their value by the quantity of living labour that they can
buy, in other words, their determination by the value of labour. When Adam Smith says:

“His fortune is greater or less, precisely in proportion to the extent of this power, or to the quantity of
either of other men’s labour, or, what is the same thing” (here is the false identification) “of the
produce of other men's labour, which it enables him to purchase”. ( [Wealth of Nations, O.U.P.
edition, Vol. I, p. 33], [Garnier] l.c., p. 61.)

He might just as well have said: it is in proportion to the quantity of social labour contained in his
own commodity or fortune; as indeed he also says:

“They” (the goods) “contain the value of a certain quantity of labour, which we exchange for what is
supposed at the time [to contain] the value of an equal quantity.”

(The word value is here superfluous and meaningless.) The false conclusion emerges already in this
Chapter V, when for example he says:

“Labour alone, therefore, never varying in its own value, 1s alone the ultimate and real standard by
which the value of all commodities can at all times and places he estimated and compared” ([1bid., p.
36], [Garnier] l.c., p. 66).

What is true of labour itself and consequently of its measure, labour-time —that the value of
commodities 1s always proportionate to the labour-time realised in them, no matter how the value of
labour may change —is here claimed for this changing value of labour itself.

Here Adam Smith is examining only commodity exchange in general: the nature of exchange-value, of
the division of labour and of money. The parties to the exchange still confront each other only as
owners of commodities. They buy the labour of others in the form of a commodity, just as their own
labour appears in the form of a commodity. The quantity of social labour which they command is
therefore equal to the quantity of labour contained in the commodity with which they themselves make
the purchase. But when in the following chapters he comes to the exchange between materialised
labour and living labour, between capitalist and worker, and then stresses that the value of the
commodity is now no longer determined by the quantity of labour it itself contains, but by the quantity
—which is different from this —of living labour of others which it can command, i.e., buy, he is not
in fact saying by this that commodities themselves no longer exchange in proportion to the labour-time



they contain; but that the increase of wealth, the increase of the value contained in the commodity, and
the extent of this increase, depends upon the greater or less quantity of living labour which the
materialised labour sets in motion. And put in this way it is correct. Smith, however, remains
unclear on this point.

[2. Smith’s General Conception of Surplus-Value. The Notion of Profit, Rent
and Interest as Deductions from the Product of the Worker’s Labour]

1250| In Chapter VI of Book I Adam Smith passes on from those relations in which it is assumed that
the producers confront one another only as sellers and possessors of commodities to the relations of
exchange between those who possess the conditions of labour and those who possess labour-power
alone.

“In that early and rude state of society which precedes both the accumulation of stock and the
appropriation of land, the proportion between the quantities of labour necessary for acquiring
different objects, seems to be the only circumstance which can afford any rule for exchanging them
for one another... It is natural that what is usually the produce of two days’ or two hours’ labour,
should be worth double of what is usually the produce of one day’s or one hour’s labour” ([ibid., p.
52] t. I, ch. VL. pp. 94-95, Garnier).

That is to say, the labour-time necessary to produce different commodities determines the proportion
in which they exchange for one another, or their exchange-value.

“In this state of things, the whole produce of labour belongs to the labourer; and the quantity of labour
commonly employed in acquiring or producing any commodity, is the only circumstance which can

regulate the quantity of labour which it ought commonly to purchase, command, or exchange for”
([1bid., p. 53], [Garnier] l.c., p. 96).

Consequently, on this assumption the labourer is a mere seller of commodities, and one commands the
labour of another only in so far as he buys the other’s commodity with his commodity. He thus
commands with his commodity only so much of the other’s labour as is contained in his own
commodity, since both exchange only commodities against each other, and the exchange-value of the
commodities 1s determined by the labour-time or quantity of labour they contain.

But, Adam continues:

“As soon as stock has accumulated in the hands of particular persons, some of them will naturally
employ it in setting to work industrious people, whom they will supply with materials and
subsistence, in order to make a profit by the sale of their work, or by what their labour adds to the
value of the materials” ([ibid., p. 53], [Garnier] l.c., p. 96).

Stop, before we follow the passage further. In the first place, whence come the “industrious people”
who possess neither means of subsistence nor materials of labour—people who are hanging in mid
air? If we strip Smith’s statement of its naive phrasing, it means nothing more than: capitalist
production begins from the moment when the conditions of labour belong to one class, and another
class has at its disposal only labour-power. This separation of labour from the conditions of labour



is the precondition of capitalist production.

Secondly, however, what does Adam Smith mean when he says that the employers of labour set
labourers to work “in order to make a profit by the sale of their work, or by what their labour ||251|
adds to the value of the materials™?

Does he mean by this that the profit comes from the sale, that the commodity is sold above its value
—that is, what Steuart calls profit upon alienation, which is nothing but a vibration of wealth between
parties?* Let him answer for himself.

“In exchanging the complete manufacture either for money, for labour,” (here again is a source of
new error) “or for other goods, over and above what may he sufficient to pay the price of the
materials, and the wages of the workmen, something must be given for the profits of the undertaker of
the work, who hazards his stock in this adventure” ([ibid., p. 53], [Garnier], 1.c.).

We shall return to this “hazarding” later (see notebook VII, p. 173) in the chapter on the apologetic

accounts of profit.2? This something given for the profits of the undertaker, when the complete work is
exchanged, does it come from the sale of the commodity above its value, is it Steuart’s profit upon
alienation?

“The value,” Adam continues immediately, “which the workmen add to the materials, therefore,
resolves itself in this case” (when capitalist production has begun) “into two parts, of which the one
pays their wages, the other the profits of their employer upon the whole stock oaf materials and
wages which he advanced” ([ibid., p. 53], [Garnier] l.c., pp. 96-97).

Here therefore Adam Smith explicitly states: the profit which is made on the sale of the complete
manufacture originates not from the sale itself, not from the sale of the commodity above its value, is
not profit upon alienation. The value, that is, the quantity of labour which the workmen add to the
material, falls rather into two parts. One pays their wages or is paid for through their wages. By this
transaction the workmen give in return only as much labour as they have received in the form of
wages. The other part forms the profit of the capitalist, that is, it is a quantity of labour which he sells
without having paid for it. If therefore he sells the commodity at its value, that is, for the labour-time
contained 1n it, in other words if he exchanges it for other commodities in accordance with the law of
value, then his profit originates from the fact that he has not paid for a part of the labour contained in
the commodity, but has nevertheless sold it. Adam Smith has thereby himself refuted the idea that the
circumstance that the whole product of his labour no longer belongs to the labourer, that he is obliged
to share it or its value with the owner of capital, invalidates the law that the proportion in which
commodities exchange for each other, or their exchange-value, is determined by the quantity of
labour-time materialised in them. Indeed, on the contrary, he traces the profit of the capitalist
precisely to the fact that he has not paid for a part of the labour added to the commodity, and it is from
this that his profit on the sale of the commodity arises. We shall see how further on Adam Smith even
more explicitly derives profit from the labour performed by the workman over and above the quantity
of labour with which he pays for his wages, that is to say, replaces it by an equivalent. Thereby he
has recognised the true origin of surplus-value. At the same time he has expressly stated that it does
not arise from the ||252| advanced funds, whose value —however useful they may he in the real
labour-process —merely reappears in the product; but that it arises exclusively from the new labour



which the workmen add to the materials in the new process of production, in which those funds
figure as means of labour or instruments of labour.

On the other hand, the phrase “in exchanging the complete manufacture either for money, for labour,
or for other goods—* is wrong (and arises from the confusion mentioned earlier).

If he exchanges the commodity for money or for a commodity, his profit arises from his selling more
labour than he has paid for, from the fact that he does not exchange an equal quantity of materialised
labour for an equal quantity of living labour. Adam Smith therefore must not put the exchange either
for money or for other goods on the same footing as the exchange of the complete manufacture for
labour. For in the first exchange the surplus-value originates from the fact that the commodities are
exchanged at their value, for the labour-time contained in them, which however is in part unpaid for.
Here it 1s assumed that the capitalist does not exchange an equal quantity of past labour for an equal
quantity of living labour; that the quantity of living labour appropriated by him is greater than the
quantity of living labour he has paid for. Otherwise the workman’s wage would be equal to the value
of his product. The profit on the exchange of the complete manufacture for money or commodities, 1f
they are exchanged at their value, arises therefore from the fact that the exchange between the
complete manufacture and the living labour is subject to other laws; that no equivalents are exchanged
here. These cases, therefore, must not be lumped together.

Profit is consequently nothing but a deduction from the value which the workmen have added to the
material of labour. They add to the material, however, nothing but a new quantity of labour. The
workman’s labour-time therefore resolves itself into two parts: one for which he has received an
equivalent, his wages, from the capitalist; the other which he gives to him gratis and which constitutes
the profit. Adam Smith rightly points out that only the part of the labour (value) which the workman
newly adds to the material resolves itself into wages and profit, that is to say, the newly-created
surplus-value in itself has nothing to do with the part of the capital which has been advanced (as
materials and instruments).

Adam Smith, who has thus reduced profit to the appropriation of the unpaid labour of others, at once
goes on to say:

“The profits of stock, it may perhaps he thought, are only a different name for the wages of a
particular sort of labour, the labour of inspection and direction” ([ibid., p. 53], [Garnier] p. 97).

And he refutes this false view of the labour of superintendence. We shall return to this later, in
another chapter. Here it is only important to stress that Adam Smith very clearly recognises, brings
out and expressly emphasises the contradistinction between his view of the origin of profit and this
apologist view. After pointing out this contradistinction he proceeds:

253| “In this state of things the whole produce of labour does not always belong to the labourer. He
must in most cases share it with the owner of the stock which employs him. Neither is the quantity of
labour commonly employed in acquiring or producing any commodity, the only circumstance which
can regulate the quantity which it ought commonly to purchase, command or exchange for. An
additional quantity, it is evident, must he due for the profits of the stock which advanced the wages
and furnished the materials of that labour” ([ibid., pp. 54-55], [Garnier] l.c., p. 99).



This is quite correct. Given capitalist production, materialised Labour—in the form of money or
commodity—always purchases, besides the quantity of labour which it itself contains, an “additional
quantity” of living labour “for the profits of the stock’; which however in other words means nothing
but that it appropriates for nothing, appropriates without paying for it, a part of the living labour.
Adam Smith is superior to Ricardo in that he so strongly emphasises how this change begins with
capitalist production. On the other hand, he 1s inferior to Ricardo in that he is never able to free
himself from the viewpoint —though it is one he himself refuted by his own analysis —that through
this changed relation between materialised labour and living labour a change takes place in the
determination of the relative value of commodities, which in relation to each other represent nothing
but materialised labour, given quantities of realised labour.

After thus presenting surplus-value in the one form, the form of profit, as part of the labour which the
worker performs over and above the part of the labour which pays his wages, he does the same with
the other form of surplus-value, rent of land. One of the objective conditions of labour alienated
from labour, and therefore confronting it as other men’s property, is capital, the other is the /and
itself, the land as landed property. Therefore after dealing with the owner of capital, Adam Smith
continues:

“As soon as the land of any country has all become private property, the landlords, like all other
men, love to reap where they never sowed, and demand a rent even for its natural produce... He”
(the labourer) “must give up to the landlord a portion of what his labour either collects or

produces. This portion, or, what comes to the same thing, the price of this portion, constitutes the rent
of land” ([ibid., p. 55], [Garnier], l.c., pp. 99-100).

Like industrial profit proper, rent of land is only a part of the labour which is added by the labourer to
the materials and which he gives up, hands over to the owner of the land without being paid for it;
hence, only a part of the surplus-labour performed by him over and above the part of the labour-time
which he works to pay his wages or to return an equivalent for the labour-time contained in his
wages.

Thus Adam Smith conceives surplus-value—that is, surplus-labour, the excess of labour performed
and realised in the commodity over and above the paid labour, the labour which has received its
equivalent in the wages —as the general category, |254| of which profit in the strict sense and rent of
land are merely branches. Nevertheless, he does not distinguish surplus-value as such as a category
on its own, distinct from the specific forms it assumes in profit and rent. This is the source of much
error and inadequacy in his inquiry, and of even more in the work of Ricardo.

Another form in which surplus-value appears is interest on capital, interest on money. But this
“interest on money is always”, Adam Smith says in the same chapter, “a derivative revenue, which,
if it is not paid from the profit which is made by the use of the money, must he paid from some other
source of revenue” (therefore either rent or wages. In the latter case, assuming the average wage, it
does not originate from surplus-value but is a deduction from the wage itself or—and in this form, as
we shall later have occasion to see, it appears in undeveloped capitalist production —it is only
another form of profit) “unless perhaps the borrower is a spendthrift, who contracts a second debt in
order to pay the interest of the first” ([ibid., p. 581, [Garnier], 1. c., pp. 105-06). Interest is therefore
either a part of the profit made with the capital lent; in this case it is only a secondary form of profit



itself, a branch of profit, and thus only a further division between different persons of the surplus-
value appropriated in the form of profit. Or it is paid out of rent. In which case the same holds

good. Or the borrower pays the interest out of his own or someone else’s capital. In which case it in
no way constitutes surplus-value, but is merely a different distribution of existing wealth, vibration of
the balance of wealth between parties, as in profit upon alienation. Excluding the latter case, when
interest is not in any way a form of surplus-value (and excluding the case where it is a deduction from
the wage or itself a form of profit; Adam Smith does not mention this latter case), interest is therefore
only a secondary form of surplus-value, a mere part of profit or of rent (affecting merely their
distribution), and therefore also is nothing but a part of unpaid surplus-Labour.

“The stock which is lent at interest 1s always considered as a capital by the lender. He expects that in
due time it is to be restored to him, and that in the meantime the borrower is to pay him a certain
annual rent for the use of it. The borrower may use it either as a capital, or as a stock reserved for
immediate consumption. If he uses it as a capital, he employs it in the maintenance of productive
labourers, who reproduce the value with a profit. He can, in this case, both restore the capital and
pay the interest without alienating or encroaching upon any other source of revenue. If he uses itas a
stock reserved for immediate consumption, he acts the part of a prodigal, and dissipates in the
maintenance of the idle, what was destined for the support of the industrious. He can, in this case,
neither restore the capital nor pay the interest, without either alienating or encroaching upon some
other source of revenue, such as the property or [...] rent of land” (Vol. 11, b. II, ch. IV, p. 127 edit.
McCulloch).

255| Thus whoever borrows money, which here means capital, either uses it himself as capital, and
makes a profit with it. In this case the interest which he pays to the lender is nothing but a part of the
profit under a special name. Or he consumes the borrowed money. Then he increases the wealth of
the lender by reducing his own. What takes place is only a different distribution of the wealth that
passes from the hand of the spendthrift into that of the lender, but there is no generation of surplus-
value. Inso far therefore as interest in any way represents surplus-value, it is nothing but a part of
profit, which itself is nothing but a definite form of surplus-value, that is, unpaid labour.

Finally, Adam Smith observes that in the same way all incomes of persons who live on the proceeds
of taxes are paid either from wages, and are therefore a deduction from wages themselves; or have
their source in profit and rent, thus representing only claims whereby various social strata share in the
consumption of profit and rent, which themselves are nothing but different forms of surplus-value.

“All taxes, and all the revenue which i1s founded upon them, all salaries, pensions, and annuities of
every kind, are ultimately derived from some one or other of those three original sources of revenue,
and are paid either immediately or mediately from the wages of labour, the profits of stock, or the rent
of land ([ Wealth of Nations, O.U.P. edition, p. 53], [Garnier] I, ch. VI, p. 106).

Thus interest on money, along with taxes or revenues derived from taxes—in so far as they are not
deductions from wages themselves —are merely shares in profit and rent, which are themselves in
turn reducible to surplus-value, that is, unpaid labour-time.

This 1s Adam Smith’s general theory of surplus-value.



In yet another passage Adam Smith sums up his views on the whole question, making it all the more
clear how far he is from even attempting in any way to prove that the value added by the labourer to
the product (after deducting the costs of production, the value of raw materials and of the instruments
of labour) is no longer determined by the labour-time contained in the product, because the labourer
does not himself appropriate this value in full, but has to share it—the value or the product—with the
capitalist and the landowner. The way in which the value of a commodity is distributed among the
producers of this commodity naturally alters nothing in the nature of this value or in the relative value
of commodities to one another.

“As soon as land becomes private property, the landlord demands a share of almost all the produce
which the labourer can either raise, or collect fromit. His rent makes the first deduction from the
produce of the labour which is employed upon land. 1t seldom happens that the person who tills the
ground has wherewithal to maintain himself till he reaps the harvest. His maintenance is generally
advanced to him from the stock of a master, the farmer who employs him, and who would have no
interest to employ him, unless he was to share in the produce of his labour, or unless his stock was to
be replaced to him with a profit. This profit makes a second deduction ||256| from the [...] labour
which is employed upon land, The produce of almost all other labour is liable to the like deduction
of profit. la all arts and manufactures the greater part of the workmen stand in need of a master to
advance them the materials of their work, and their wages and maintenance till it he completed. He
shares in the produce of their labour, or in the value which it adds to the materials upon which it is
bestowed; and in this share consists his profit” ( [McCulloch edition ] Vol. I, b. I, ch. VIII, pp. 109—
10).

Here therefore Adam Smith in plain terms describes rent and profit on capital as mere deductions
from the workman’s product or the value of his product, which is equal to the quantity of labour
added by him to the material. This deduction however, as Adam Smith has himself previously
explained, can only consist of that part of the labour which the workman adds to the materials, over
and above the quantity of labour which only pays his wages, or which only provides an equivalent for
his wages; that is, the surplus-labour, the unpaid part of his labour. (Therefore, incidentally, profit
and rent or capital and landed property can never be a source of value.)

[3. Adam Smith’s Extension of the Idea of Surplus-Value to All Spheres of Social
Labour]

We see the great advance made by Adam Smith beyond the Physiocrats in the analysis of surplus-
value and hence of capital. In their view, it is only one definite kind of concrete labour—agricultural
labour —that creates surplus-value. Therefore what they examine is the use-value of labour, not
labour-time, general social labour, which is the sole source of value. In this special kind of labour,
however, it is nature, the land, which in fact creates the surplus-value, consisting in an increase of
(organic) matter—the excess of the matter produced over the matter consumed. They see it, however,
still in quite a restricted form and therefore distorted by fantastic ideas. But to Adam Smith, it is
general social labour—no matter in what use-values it manifests itself—the mere quantity of
necessary labour, which creates value. Surplus-value, whether it takes the form of profit, rent, or the
secondary form of interest, is nothing but a part of this labour, appropriated by the owners of the
material conditions of labour in the exchange with living labour. For the Physiocrats, therefore,



surplus-value appears only in the form of rent of land. For Adam Smith, rent, profit and interest are
only different forms of surplus-value.

When I speak of surplus-value, in relation to the total sum of capital advanced, as profit on capital,
this is because the capitalist directly engaged in production directly appropriates the surplus-labour,
no matter under what categories he has subsequently to share this surplus-value with the landowner or
with the lender of capital. Thus the farmer pays the landowner directly. And the manufacturer, out of
the surplus-value he has appropriated, pays rent to the owner of the land on which the factory stands,
and interest to the capitalist who has advanced capital to him.

|257| <There are now still to be examined: 1. Adam Smith’s confusion of surplus-value with profit;
2. his views on productive labour; 3. how he makes rent and profit sources of value, and his false
analysis of the “natural price” of commodities, in which the value of raw materials and instruments is
not supposed to have a separate existence, and therefore not to be considered, apart from the price of
the three sources of revenue.//

[4. Smith’s Failure to Grasp the Specific Way in Which the Law of Value
Operates in the Exchange between Capital and Wage-Labour]|

Wages or the equivalent with which the capitalist buys the temporary disposal of labour-power are
not a commodity in its immediate form, but the commodity metamorphosed, money, the commodity in
its independent form as exchange-value, as the direct materialisation of social labour, of labour-time
in general. With this money the labourer naturally buys commodities at the same price as any other
possessor of money <disregarding here such details as, for example, that he buys on less favourable
conditions and in worse circumstances, etc.> He faces the seller of commodities as does every other
possessor of money—as a buyer. He enters commodity circulation itself not as a labourer, but as pole
Money facing pole Commodity, as possessor of commodity in its general, always exchangeable form.
His money is once more transformed into commodities, which are to serve him as use-values, and in
this process he buys commodities at the current market-price—generally speaking, at their value, In
this transaction he carries through only the act M—C, which indicates a change of form, but, as a
general rule, by no means a change in magnitude of value. Since however, by his labour materialised
in the product, he has added not only as much labour-time as was contained in the money he received,
he has paid not only an equivalent but has given surplus-labour gratis—which is precisely the source
of the profit—he has thus in fact (the mediating process, the sale of his labour-power, is not relevant
when we are dealing with the result) given a higher value than the value of the sum of money which
forms his wages. Inreturn, he has bought with more labour-time the quantity of labour realised in the
money which comes to him as wages. It can therefore be said that in the same way he has indirectly
bought all the commodities into which the money (which is only the independent expression of a
definite quantity of social labour-time) he received is converted with more labour-time than they
contain, although he buys them at the same price as any other buyer or possessor of a commodity in its
first transformation. Conversely, the money with which the capitalist buys labour contains a smaller
quantity of labour, less labour-time, than the quantity of labour or labour-time of the workman
contained in the commodity produced by him. Besides the quantity of labour contained in this sum of
money which forms the wage, the capitalist buys an additional quantity of labour for which he does
not pay, an excess over the quantity of labour contained in the money he pays out. And it is precisely



this additional quantity of labour which constitutes the surplus-value created by capital.

But as the money |258| with which the capitalist buys labour (in the actual result, even though
mediated through exchange not with labour directly, but with labour-power) is nothing other than the
transmuted form of all other commodities, their independent existence as exchange-value, it can
equally well be said that all commodities in exchange with living labour buy more labour than they
contain, It is precisely this more that constitutes surplus-value.

It is Adam Smith’s great merit that it is just in the chapters of Book I (chapters VI, VII, VIII) where he
passes from simple commodity exchange and its law of value to exchange between materialised and
living labour, to exchange between capital and wage-labour, to the consideration of profit and rent in
general—in short, to the origin of surplus-value—that he feels some flaw has emerged. He senses
that somehow—whatever the cause may be, and he does not grasp what it is—in the actual result the
law 1s suspended: more labour is exchanged for less labour (from the labourer’s standpoint), less
labour 1s exchanged for more labour (from the capitalist’s standpoint). His merit is that he
emphasises—and it obviously perplexes him—that with the accumulation of capital and the
appearance of property in land—that 1s, when the conditions of labour assume an independent
existence over against labour itself—something new occurs, apparently (and actually, in the result)
the law of value changes into its opposite. It is his theoretical strength that he feels and stresses this
contradiction, just as it is his theoretical weakness that the contradiction shakes his confidence in the
general law, even for simple commodity exchange; that he does not perceive how this contradiction
arises, through labour-power itself becoming a commodity, and that in the case of this specific
commodity its use-value—which therefore has nothing to do with its exchange-value—is precisely
the energy which creates exchange-value. Ricardo is ahead of Adam Smith in that these apparent
contradictions—in their result real contradictions—do not confuse him. But he is behind Adam Smith
in that he does not even suspect that this presents a problem, and therefore the specific development
which the law of value undergoes with the formation of capital does not for a moment puzzle him or
even attract his attention. We shall see later how what was a stroke of genius with Adam Smith
becomes reactionary with Malthus as against Ricardo’s standpoint.

Naturally, however, it is at the same time this deep insight of Adam Smith’s that makes him irresolute
and uncertain, cuts the firm ground from under his feet, and prevents him—in contrast to Ricardo—
from reaching a consistent and comprehensive theoretical view of the abstract, general foundations of
the bourgeois system.

|259| The above-quoted statement by Adam Smith that the commodity buys more labour than it
contains, or that labour pays a higher value for the commodity than the latter contains, is thus
formulated by Hodgskin:

“Natural or necessary price® means [ ...] the whole quantity of labour nature requires from man, that
he may produce any commodity... Labour was the original, is now and ever will he the only
purchase money in dealing with nature... .Whatever quantity of labour may he requisite to produce
any commodity, the labourer must always, in the present state of society, give a great deal more
labour to acquire and possess it than is requisite to buy it from nature. Natural price thus** increased
to the labourer is social price ... we must always attend to the difference between natural and social
price***” (Thomas Hodgskin, Popular Political Economy, etc., London, 1827, pp. 219-20).



In this presentation Hodgskin reproduces both what is correct and what is confused and confusing in
Adam Smith’s view.

[S. Smith’s Identification of Surplus-Value with Profit. The Vulgar Element in
Smith’s Theory]

We have seen how Adam Smith explains surplus-value in general, of which the rent of land and profit
are only different forms and component parts. As he presents it, the part of capital which consists of
raw material and means of production has nothing directly to do with the creation of surplus-value.
The latter arises exclusively from the additional quantity of labour which the labourer gives over and
above the part of his labour which forms only the equivalent for his wages. Therefore it is only that
part of the capital advanced which consists in wages from which surplus-value directly arises, since
it 1s the only part of capital which not only reproduces itself but produces an overplus. In profit, on
the other hand, the surplus-value is calculated on the total amount of capital advanced, and besides
this modification other new complications arise through the equalisation of profits in the various
spheres of production of capital.

Because Adam makes what is in substance an analysis of surplus-value, but does not present it
explicitly in the form of a definite category, distinct from its special forms; he subsequently mixes it
up directly with the further developed form, profit. This error persists with Ricardo and all his
disciples. Hence arise (particularly with Ricardo, all the more strikingly because he works out the
fundamental law of value in more systematic unity and consistency, so that the inconsistencies and
contradictions stand out more strikingly) a series of inconsistencies, unresolved contradictions and
fatuities, which the Ricardians (as we shall see later in the section on profit) attempt to solve with
phrases in a scholastic way. Crass empiricism turns into false metaphysics, scholasticism, which toils
painfully to deduce undeniable empirical phenomena by simple formal abstraction directly from the
general law, or to show by cunning argument that they are in accordance with that law. At this point
where we discuss Adam Smith we will give an example, because the confusion creeps in
immediately not when he 1s dealing specifically with profit or rent—those particular forms of
surplus-value—but where he is thinking of them only as forms of surplus-value in general, as
deductions from the labour bestowed by the labourers upon the materials.

|260| After Adam Smith has said, in Book I, Chapter VI, “The value which the workmen add to the
materials, therefore, resolves itself in this case into two parts, of which the one pays their wages, the
other the profits of their employer upon the whole stock of materials and wages which he advanced”,
he continues: “He” (the entrepreneur) “could have no interest to employ them, unless he expected
from the sale of their work something more than what was sufficient to replace his stock to him; and
he could have no interest to employ a great stock rather than a small one, unless his profits were to
bear some proportion to the extent of his stock” [ibid., p. 53].

We note first: surplus-value, the overplus which the entrepreneur makes over and above the amount of
value required to replace his stock, is reduced by Adam Smith to that part of the labour which the
workmen add to the materials over and above the quantity that pays their wages—thus making this
overplus arise purely from the part of the capital which is laid out in wages. Then, however, he
immediately conceives this overplus in the form of profit—that is, he thinks of it not in relation to the



part of the capital from which it arises, but as an overplus over the total value of the capital
advanced, “upon the whole stock of materials and wages which he advanced”. (It is oversight that the
means of production are here left out of account). He therefore conceives surplus-value directly in
the form of profit. Hence the difficulties that soon appear.

The capitalist, Adam Smith says, “could have no interest to employ them, unless he expected from the
sale of their work something more than what was sufficient to replace his stock to him”.

Once capitalist relations are assumed, this is quite correct. The capitalist does not produce in order
to satisfy his needs with the product; he produces with absolutely no direct regard for consumption.
He produces in order to produce surplus-value. But this premise—which amounts to no more than
that, capitalist production being assumed, the capitalist produces for the sake of surplus-value—is not
made use of by Adam Smith to explain surplus-value, as some of his silly disciples subsequently did;
that 1s to say, he does not explain the existence of surplus-value by the interests of the capitalist, by
his desire for surplus-value. On the contrary, he has already derived surplus-value from the value
which the workmen add to the materials over and above the value which they add in exchange for the
wages they have received. But then he goes on at once: the capitalist would have no interest to
employ a great stock rather than a small one, unless his profits were to bear some proportion to the
extent of the stock advanced. Here profit is no longer explained by the nature of surplus-value, but by
the “interest” of the capitalist. Which is downright silly.

Adam Smith does not sense that, by thus directly confusing surplus-value with profit and profit with
surplus-value, he is upsetting the law of the origin of surplus-value which he has just established.
|261| If surplus-value is only the part of the value (or of the quantity of labour) added by the workman
in excess of the part that he adds to the materials to replace the wages, why should that second part
grow as the direct result of the value of the capital advanced being in one case greater than in the
other? The contradiction becomes even clearer in the example which Adam Smith himself gives
immediately following on this, in order to refute the view that profit is wages for the so-called labour
of superintendence.

For he says:

“They” (the profits of stock) ‘“are, however, altogether different” (from wages), “are regulated by
quite different principles, and bear no proportion to the quantity, the hardship, or the ingenuity of this
supposed labour of inspection and direction. They are regulated altogether by the value of the stock
employed, and are greater or smaller in proportion to the extent of this stock. Let us suppose, for
example, that in some particular place, where the common annual profits of manufacturing stock are
ten per cent there are two different manufactures, in each of which twenty workmen are employed, at
the rate of fifteen pounds a year each, or at the expense of three hundred a year in each manufactory.
Let us suppose, too, that the coarse materials annually wrought up in the one cost only seven hundred
pounds, while the finer materials in the other cost seven thousand. The capital annually employed in
the one will, in this case, amount only to one thousand pounds; whereas that employed in the other
will amount to seven thousand three hundred pounds. At the rate of ten per cent, therefore, the
undertaker of the one will expect a yearly profit of about one hundred pounds only; while that of the
other will expect about seven hundred and thirty pounds. But though their profits are so very
different, their labour of inspection and direction may be either altogether or very nearly the same”



([1bid., pp. 53-54], [Garnier] l.c.).

From surplus-value in its general form we come straight to a general rate of profit, which has nothing
directly to do with it. But let us pass on! In both manufactories twenty workmen are employed; in
both their wages are the same, £300. Proof therefore that it is not perhaps a case of a higher kind of
labour being employed in one as compared with the other, so that one hour’s labour and therefore also
one hour’s surplus-labour would in one be equal to several hours’ surplus-labour in the other. On the
contrary, the same average labour is assumed in both, as the equality of their wages shows. How then
can the surplus-labour which the workers add, beyond the price of their wages, be worth seven times
as much in one factory as in the other? Or why should the workers in one factory, because the
materials they work up in it are seven times as costly as in the other, provide seven times as much
surplus-labour as in the other, although in both factories they receive the same wages, and therefore
work the same time to reproduce ||262| their wages?

The seven times greater profit in the one manufactory as compared with the other—or in general the
law of profit, that it is in proportion to the magnitude of the capital advanced—thus prima facie
contradicts the law of surplus-value or of profit (since Adam Smith treats the two as identical) that it
consists purely of the unpaid surplus-labour of the workmen. Adam Smith puts this down with quite
naive thoughtlessness, without the faintest suspicion of the contradiction it presents. All his disciples
— since none of them considers surplus-value in general, as distinct from its determinate forms—
followed him faithfully in this. With Ricardo, as already noted, it merely comes out even more
strikingly.

As Adam Smith resolves surplus-value not only into profit but also into the rent of land—two
particular kinds of surplus-value, whose movement is determined by quite different laws—he should
certainly have seen from this that he ought not to treat general abstract form as directly identical with
any of its particular forms. With all later bourgeois economists, as with Adam Smith, lack of
theoretical understanding needed to distinguish the different forms of the economic relations remains
the rule in their coarse grabbing at and interest in the empirically available material. Hence also their
inability to form a correct conception of money, in which what is in question is only various changes
in the form of exchange-value, while the magnitude of value remains unchanged.

[6. Smith’s Erroneous View of Profit, Rent of Land and Wages as Sources of
Value]

Lauderdale, in Recherches sur la nature et [’origine de la richesse publique (traduit par Lagentie
de Lavaisse, Paris, 1808), raises the objection to Adam Smith’s exposition of surplus-value—which
he says corresponds with the views already advanced by Locke—that according to it capital is not an
original source of wealth, as Smith makes out, but only a derivative source. The relevant passages
run;

“‘Above a century ago, Mr. Locke stated pretty nearly the same opinion” (as Adam Smith)...
“““Money’, he said, ‘is a barren thing and produces nothing; but by compact transfers that profit that
was the reward of one man’s labour into another man’s pocket’” (Lauderdale, p. 116).



“If this, however, was a just and accurate idea of the profit of capital, it would follow that the profit
of stock must he a derivative, and not an original source of revenue; and capital could not therefore he
considered as a source of wealth, its profit being only a transfer from the pocket of the labourer into
that of the proprietor of stock” (pp. 157-58). (l.c., p. 116—-17)* [Lauderdale, James Maitland, An
Inquiry into the Nature and Origin of Public Wealth..., Edinburgh and London, 1804, pp. 157-58].

In so far as the value of the capital reappears in the product, it cannot he called a “source of wealth”.
Here it 1s only as accumulated labour, as a definite quantity of materialised labour, that it adds its
own value to the product.

Capital is productive of value only as a relation, in so far as it is a coercive force on wage-labour,
compelling it to perform surplus-labour, or spurring on the productive power of labour to produce
relative surplus-value. Inboth cases it only produces value as ||263| the power of labour’s own
material conditions over labour when these are alienated from labour; only as one of the forms of
wage—TIlabour itself, as a condition of wage—Ilabour. But in the sense commonly used by economists,
as stored up labour existing in money or commodities, capital—like all conditions of labour, even the
unpaid natural forces—functions productively in the labour-process, in the production of use-values,
but it is never a source of value. It creates no new value, and only adds exchange-value to the
product at all in so far as it has exchange-value, that is to say, only in so far as it itself consists in
materialised labour-time, so that labour is the source of its value.

Lauderdale is right in this respect—that Adam Smith, after explaining the nature of surplus-value and
of value, wrongly presents capital and land as independent sources of exchange-value. They are
sources of revenue for their owners in so far as they are titles to a certain quantity of surplus-labour,
which the labourer must perform over and above the labour-time required to replace his wages. Thus
Adam Smith says for example:

“Wages, profit, and rent, are the three original sources of all revenue, as well as of all
exchangeable value” ([Wealth of Nations, O.U.P. edition, p. 57], [Garnier], 1. I, ch. VI).

Just as it 1s true that they are the three original sources of all revenue, so it is false that they also are
the three original sources of all exchangeable value, since the value of a commodity 1s exclusively
determined by the labour-time contained in it. After just presenting rent and profit as mere deductions
from the value or from the labour added by the workman to the raw material, how can Adam Smith
call them original sources of exchangeable value? (They can only be that in the sense that they set in
motion the original source, that is to say, that they compel the workman to perform surplus-labour.) In
so far as they are titles (conditions) for the appropriation of a part of the value, that is, of the labour
materialised in the commodity, they are sources of income for their owners. But the distribution or
appropriation of value is certainly not the source of the value that is appropriated. If this
appropriation did not take place, and the workman received the whole product of his labour as his
wage, the value of the commodities produced would be just the same as before, although it would not
be shared with the landowner and the capitalist.

The fact that landed property and capital are sources of income for their owners, that is, give them the
power to appropriate a part of the values created by labour, does not make them sources of the value
which they appropriate. But it is equally wrong to say that wages are an original source of



exchangeable value, although wages, or rather the continuous sale of labour-power, is a source of
income for the labourer. It is the labour and not the wages of the labourer that creates value. Wages
are only already existing value, or if we consider the whole of production, the part of the value
created by the labourer which he himself appropriates; but this appropriation does not create value.

His wages can therefore rise or fall without this affecting the value of the commodity produced by
him. 263

|265| <The following quotation should be added to what has been said above in regard to Adam
Smith making the categories in which the value of the commodity is appropriated into sources of this
value: After he has refuted the view that profit is only another name for the wages of the capitalist, or
wages of labour of superintendence, he concludes:

“In the price of commodities, therefore, the profits of stock constitute a component part altogether
different from the wages [of labour], and regulated by quite different principles” ([ibid., p. 54],
[Garnier | b. I, ch. VI, p. 99).

Adam Smith has just shown that the value added by the workmen to the materials is divided between
them and the capitalists in the form of wages and profit; labour is therefore the only source of value,
and the price of wages and the price of profits arise out of this source of value. But these prices
themselves are not a source of value.// [265||

[7. Smith’s Dual View of the Relationship between Value and Revenue. The
Vicious Circle of Smith’s Conception of “‘Natural Price” as the Sum of Wages,
Profit and Rent]

|263| Here we will leave entirely out of account how far Adam Smith regards rent as a constituent
element of the price of commodities. For our present inquiry this question is all the more unimportant
because he treats rent just as he treats profit, as a mere part of surplus-value, a deduction from the
labour added by the labourer to the raw material, and consequently ||264| in fact also as a deduction
from profit, inasmuch as the total unpaid surplus-labour is directly appropriated by the capitalist in
his relations with labour; it does not matter under what categories he may later have to share this
surplus-value with owners of the conditions of production—the landowner or the lender of capital.
For the sake of simplicity we shall therefore speak only of wages and profit as the two categories into
which newly-created value is divided.

Let us assume that twelve hours of labour-time are materialised in a commodity (/eaving out of
account the value of the raw material and instruments of labour consumed in it.) We can express its
value as such only in money. Let us therefore assume that twelve hours of labour-time are likewise
materialised in five shillings. Thus the value of the commodity is five shillings. By the natural price
of commodities Adam Smith understands nothing but their value expressed in money. (The market-
price of the commodity, of course, stands either above or below its value. Indeed, as I shall show
later, even the average price of commodities is a/ways different from their value. Adam Smith,
however, does not deal with this in his discussion of natural price. Moreover, neither the market-
price nor still less the fluctuations in the average price of commodities can be comprehended except
on the basis of an understanding of the nature of value.)



If the surplus-value contained in the commodity is twenty per cent of its total value, or what amounts
to the same thing, twenty-five per cent of the necessary labour contained in it, then this value of five
shillings, the natural price of the commodity, can be resolved into four shillings wages and one
shilling surplus-value (which here we will call profit, following Adam Smith). It would be correct to
say that the magnitude of value of the commodity determined independently of wages and profit, or its
natural price, can be resolved into four shillings wages (the price of the labour) and one shilling
profit (the price of the profit). But it would he wrong to say that the value of the commodity arises
from adding together or combining the price of the wages and the price of the profit which are
regulated independently of the value of the commodity. If this were the case there would be
absolutely no reason why the total value of the commodity should not be 8 shillings, 10 shillings, etc.,
according to whether one assumes the wages to be 5 shillings and the profit 3 shillings, and so on.

When Adam Smith is examining the “natural rate” of wages or the “natural price” of wages, what
guides his investigation? The natural price of the means of subsistence required for the reproduction
of labour-power. But by what does he determine the natural price of these means of subsistence? In
so far as he determines it at all, he comes back to the correct determination of value, namely, the
labour-time required for the production of these means of subsistence. But when he abandons this
correct course, he falls into a vicious circle. By what is the natural price of the means of subsistence
determined, which determine the natural price of wages? By the natural price of “wages”, of
“profit”, of “rent”, which constitute the natural price of those means of subsistence as of all
commodities. And so in infinitum. The twaddle about the law of demand and supply of course does
not help us out of this vicious circle. For the “natural price” or the price corresponding to the value
of the commodity is supposed to exist just when demand meets supply, that is, when the price of the
commodity does not stand above or below its value as a result of fluctuations in demand and supply;
when, in other words, the cost-price of the commodity (or the value of the commodity supplied by the
seller) is also the price which the demand pays.

|265| But as we have said: In investigating the natural price of wages Adam Smith in fact falls back—
at least in certain passages—on the correct determination of the value of the commodity. On the other
hand, in the chapter dealing with the natural rate or the natural price of profit he gets bogged down, so
far as the real problem is concerned, in meaningless commonplaces and tautologies. In fact, at first it
was the value of the commodity which he saw as regulating wages and profit and rent. Then however
he sets to work the other way round (which was closer to what empirical observation showed and to
everyday ideas), and now the natural price of commodities is supposed to be calculated and
discovered by adding together the natural prices of wages, profit and rent. It is one of Ricardo’s chief
merits that he put an end to this confusion. We shall return to this point briefly when we are dealing
with him.

Here there 1s only this further point to be noted: the given magnitude of value of the commodity,
serving as a fund for the payment of wages and profit, appears empirically to the industrialist in the
form that a definite market-price for the commodity holds good for a shorter or longer time, in spite of
all fluctuations in wages.

It 1s necessary therefore to call attention to this peculiar train of thought in Adam Smith’s book: first
the value of the commodity is examined, and in some passages correctly determined—so correctly



determined that he traces out in general form the origin of surplus-value and of its specific forms,
hence deriving wages and profit from this value. But then he takes the opposite course, and seeks on
the contrary to deduce the value of commodities (from which he has deduced wages and profit) by
adding together the natural prices of wages, profit and rent. It is this latter circumstance that is
responsible for the fact that he nowhere correctly explains the influence of oscillations of wages,
profit, etc., on the price of commodities—since he lacks the basis [for such an explanation]. [VI-265]||

xh%

\VIII-364| <Adam Smith, Value and Its Component Parts. Smith’s erroneous conception, see above,
which he [develops] in spite of his originally correct view, is shown also in the following passage:

“Rent ... enters into the composition of the price of commodities in a different way from wages and
profit. High or low wages and profit are the causes of high or low price; high or low rent is the

effect of it” ( Wealth of Notions, b. 1, ch. X1, [O.U.P. edition, p. 165]).// |VIII-364||

[8. Smith’s Error in Resolving the Total Value of the Social Product into
Revenue. Contradictions in His Views on Gross and Net Revenue]

[VI-265| We come to another point, which is linked with the analysis of the price or value of the
commodity (since the two are here still assumed to be identical). Let us assume that Adam Smith has
calculated correctly—that is to say, the value of the commodity being given, he has correctly resolved
it into the constituent parts in which this value is distributed among the various agents of production—
but has not on the contrary tried to deduce value from the price of these constituent parts. Thus we
shall leave this aside and also the one-sided way in which wages and profit are presented only as
forms of distribution, and hence both as revenues in the same sense that their owners can consume.
Apart from all this, Adam Smith himself raises a question, and this again shows his superiority over
Ricardo—mnot that he finds the right solution to the question he raises, but that he raises it at all. ||[266|
What Adam Smith says is:

“These three parts™ (wages, profit and rent) “seem either immediately or ultimately to make up the
whole price of corn.”

(Of all commodities, Adam Smith here takes corn, because in some commodities rent does not enter
into the price as a constituent part.)

“A fourth part, it may he thought, 1s necessary for replacing the stock of the farmer, or for
compensating the wear and tear of his labouring cattle, and other instruments of husbandry. But it
must be considered, that the price of an instrument of husbandry, such as a labouring horse, is itself
made u p of the same three p arts; the rent of the land upon which he is reared, the labour of tending
and rearing him, and the profits of the farmer, who advances both the rent of this land, and the wages
of this labour.”

<Here profit appears as the primary form, which also includes rent.//



“Though the price of the corn, therefore, may pay the price as well as the maintenance of the horse,
the whole price still resolves itself, either immediately or ultimately, into the same three parts of rent,
labour and profit” ([ Wealth of Nations, O.U.P. edition, p. 56], [Garnier] b. I, ch.VI).

(Here it is perfectly preposterous that all of a sudden he says labour instead of wages, while he does
not put landed property or capital for rent and profit.)

But was it not equally obviously necessary to consider that just as the farmer included the price of the
horse and the plough in the price of the corn, the horse breeder or the plough maker from whom the
farmer bought the horse and the plough, would include in the price of the horse and the plough the
price of the instruments of production (in the case of the former, perhaps another horse) and of raw
materials such as feeding stuffs and iron, whereas the fund from which the horse breeder and plough
maker paid wages and profit (and rent) consisted only in the new labour which they added in their
sphere of production to the amount of value present in their constant capital? Since therefore Adam
Smith admits, in relation to the farmer, that the price of his corn includes, besides the wages, profit
and rent paid by him to himself and others, also a fourth constituent part which is different from
these—the value of the constant capital he has used up, such as horses, agricultural implements, etc.
—this must also hold good for the horse breeder and the manufacturer of agricultural implements; and
it is of no avail for Adam Smith to send us from pillar to post. Incidentally, the example of the farmer
is peculiarly unhappily chosen for sending us from pillar to post, for in this case the items of constant
capital include one that does not at all need to be bought from somebody else, namely the seed; and
does this constituent part of the value resolve itself into wages, profit or rent for anybody?

But for the present let us proceed, and see whether Smith sticks to his view that the value of every
commodity is resolvable into one or all of the sources of revenue: wages, profit, rent; and can
therefore, being destined for consumption, be devoured or at any rate used up in one way or another
for personal use (not industrial consumption). First |[267| another preliminary point. In the case for
example of gathering berries and such like it can be assumed that their value consists entirely of
wages, although here also as a rule some appliances, such as baskets and so on, are required as
means of labour. But examples of this kind are quite irrelevant here, where we are dealing with
capitalist production.

To start with, once more the repetition of the view expressed in Book I, Chapter VI; Book II, Chapter
11, (b. 11, Garnier pp. 212—13) states:

“It has been shown ... that the price of the greater part of commodities resolves itself into three
parts, of which one pays the wages of the labour, another the profits of the stock, and a third the rent
of the land” [ Wealth of Nations, O.U.P. edition, p. 313].

According to this, the whole value of any commodity resolves itself into revenue, and therefore falls
to the share of one or another of the classes which live on this revenue, as a fund for consumption.
Now since the total production of a country, each year for example, consists solely of the total of the
values of the commodities produced, and since the value of each single one of these commodities is
resolved into revenues, so also must their sum, the annual product of labour, the gross revenue, be
consumable annually in this form. And so immediately after this passage Smith himself raises the
point:



“Since this is the case, it has been observed, with regard to every particular ‘commodity, taken
separately, it must he so with regard to a// the commodities which compose the whole annual produce
of the land and labour of every country, taken complexly. The whole price or exchangeable value of
the annual produce, must resolve itself into the same three parts, and he parcelled out among the
different inhabitants of the country, either as the wages of their labour, the profits of their stock, or the
rent of their land” ([ibid., p. 313], [Garnier] l.c., p. 243).

This is in fact the necessary consequence. What is true of the individual commodity is necessarily
true of the total sum of commodities. But guod non,* says Adam. He goes on:

“But though the whole value of the annual produce of the land and labour of every country is thus
divided among, and constitutes a revenue to, ‘its different inhabitants; yet, as in the rent of a private
estate, we distinguish between the gross rent and the neat rent, so may we likewise in the revenue of
oil the inhabitants of a great country” ([ibid., p. 313], [Garnier] l.c., p. 213).

(But stop! Above he told us the direct opposite: in the case of the individual farmer we can
distinguish a fourth part into which the value of his wheat for example resolves itself, namely the part
which merely replaces the constant capital used up. This is directly true for the individual farmer.
But when we go further into it, what is constant capital for himresolves itself at an earlier point, in
another person’s hand before it became capital in his, into wages, profit, etc., in a word, into

revenue. Therefore if it is true that commodities, considered in the hands of an individual producer,
contain one part of the value which does not form revenue, then it is untrue for “all the inhabitants of a
great country”’, because what in one person’s hand is constant capital derives its value from the fact
that it came from another person’s hand as the aggregate price of wages, profit and rent. Now he says
the direct opposite.)

Adam Smith continues:

[268| “The gross rent of a private estate comprehends whatever is paid by the farmer; the neat rent,
what remains free to the landlord, after deducting the expense of management, of repairs, and all
other necessary charges; or what, without hurting his estate, he can afford to place in his stock
reserved for immediate consumption, or to spend upon his table,” etc. ... “His real wealth is in
proportion, not to his gross, but to his neat rent” [ibid., pp. 313—14].

(In the first place, Smith brings in here something improper. What the farmer pays as rent to the
landowner, just as what he pays as wages to the labourers, 1s like his own profit, part of the value or
price of the commodity, which resolves itself into revenue. The question is however whether the
commodity contains yet another constituent part of its value. He admits this here, As he should admit
it in the case of the farmer, but that should not pre-vent the latter’s corn (i.e., the price or exchange-
value of his corn) from being resolvable merely into revenue. Secondly, .a note in passing. The real
wealth of which an individual farmer, considered as a farmer, can dispose, depends on his profit.
But on the other hand, as owner of commodities he can sell the whole farm, or if the laud does not
belong to him, he can sell all constant capital there 1s on it such as draught cattle, agricultural
implements, etc. The value which he can realise in this way, therefore the wealth at his disposal, is
conditioned by the value, that is the size of the constant capital belonging to him. However, he can
only sell this again to another farmer, in whose hands it 1s not disposable wealth but constant capital.



So we are still just where we were.)

“The gross revenue of all the inhabitants of a great country comprehends the whole annual produce of
their land and labour” (previously we were told that this total—that is its value—resolves itself into
wages, profits and rents, nothing but different forms of net revenue); “the neat revenue, what remains
free to them, after deducting the expense of maintaining, first, their fixed, and, secondly, their
circulating capital’’; (so he now deducts instruments of labour and raw materials); “or what, without
encroaching upon their capital, they can place in their stock reserved for immediate consumption.”
(So now we learn that the price ox exchangeable value of the total stock of commodities, just as in the
case of the individual capitalist, so also for the whole country, is resolvable into a fourth part which
does not form a revenue fox anyone and cannot be resolved into wages, profit or rent.)

“The whole expense of maintaining the fixed capitol/ must evidently be excluded from the neat
revenue of the society. Neither the materials necessary for supporting their useful machines and
instruments of trade, their profitable buildings, etc., nor the produce of the labour necessary for
fashioning those materials into the proper form, can ever make any pant of i¢. The price of that
labour may indeed make a part of it; as the workmen so employed may place the whole value ||269| of
their wages in their stock reserved for immediate consumption. But in other sorts of labour, both
the price and the produce go to this stock; the price to that of the workmen, the produce to that of
other people, whose subsistence, conveniences, and amusements, are augmented by the labour of
those workmen” ([ Wealth of Nations, O.U.P. edition, p. 314], [Garnier] l.c., pp. 214-15).*

Here Adam Smith once more shies away from the question which he has to answer—the question
concerning the fourth part of the total price of the commodity, which is not resolved into either wages,
profit or rent. First something that is quite wrong: with makers of machinery, as with all other
industrial capitalists, the labour which fashions the raw materials of the machine, etc., into the proper
form in fact consists of necessary and surplus-labour, and therefore resolves itself not only into the
wages of the workmen, but also into the profit of the capitalist. But the value of the materials and the
value of the instruments with which they are fashioned by the workmen into the proper form, is
resolvable into neither the one nor the other. That products which are destined by their nature not for
individual consumption but for industrial consumption do not enter into the stock reserved for
immediate consumption, has nothing at all to do with it. Seed, for example (that portion of the corn
which serves for sowing), by its nature could also enter into the stock for consumption; but by its
economic function it must enter into the stock for production. But furthermore it is quite wrong to say
with regard to the products destined for individual consumption that both the full price and the
product enter into the stock for consumption. Linen, for example, when not used for sail-cloth or
other productive purposes, all goes as a product into consumption. But not its price, for one part of
this price replaces the Linen yarn, another part looms and so on, and only a part of the price of the
linen is converted into revenue of any kind.

Just now Adam told us that the materials necessary for machines, profitable buildings, etc. “can never
make any part of this neat revenue”, any more than the machines and so on fashioned from them can;
presumably, therefore, they form a part of the gross revenue. Shortly afterwards, [Garnier] I. c.,
Chapter II of Book II, p. 220, he says on the contrary:

“The machines and instruments of trade, etc., which compose the fixed capital either of an individual



or of a society, make no part either of the gross or of the neat revenue of either: so money...” [ibid.,
p. 317].

Adam’s twistings and turnings, his contradictions and wanderings from the point, prove that, once he
had made wages, profit and rent the constituent component parts of exchangeable value or of the total
price of the product, he had got himself stuck in the mud and had to get stuck.

[9. Say as Vulgariser of Smith’s Theory. Say’s Identification of the Social Gross
Product with the Social Revenue. Attempts to Draw a Distinction between
Them by Storch and Ramsay]

Say, who tries to hide his dull superficiality by repeating in absolute general phrases Smith’s
inconsistencies and blunders, says:

“If we consider a nation as a whole, it has no net product; for since the products have only a value
equal to the costs of their production, when these costs are deducted, the whole value of the products
is deducted... The annual revenue is the gross revenue” [Jean-Baptiste Say]. (Traité d’économie
politique..., Troisieme €dition, Paris, 4811, t. I, p. 469.)

The value of the total annual products is equal to the quantity of labour-time materialised in them.
|270| If this aggregate value is deducted from the annual product, then in fact, so far as value is
concerned, there remains no value, and by this deduction both the net revenue and the gross revenue
have come to a final end But Say thinks that the annually produced values are annually consumed.
Hence for the whole nation there 1s no net product but only a gross product. In the first place, it is not
true that the annually produced values are annually consumed. This is not the case for a large part of
the fixed capital. A large part of the annually produced values enters into the labour-process without
entering into the process of the formation of value, that is to say without their total value being
annually consumed. But in the second place: a part of the annual consumption of values consists of
values that are used not as the stock for consumption, but as means of production, and which are
returned to production (either in the same form or in the form of an equivalent), just as they originated
in production. The second part consists of the values which can enter into individual consumption
over and above the first part. These form the net product.

Storch says of this trash of Say’s:

“It1s [...] evident that the value of the annual product is divided partly into capital and partly into
profits, and that each of these parts of the value of the annual product goes regularly to purchase
the product needed by the nation, as much for the purpose of preserving its capital as for renewing
its consumable stock” (Storch, Cours d’économie politique, t. V: Considérations sur la nature du
revenu national, Paris, 1824, pp. 134-35). “Let us then imagine a family which through its own
labour is self-sufficing in all its needs, such as there are so many examples of in Russia .., is the
revenue of such a family equal to the gross product coming from its land, its capital and its industry?
Can it live in its barns or its stables, eat its seed and forage, clothe itself with its labouring cattle,
amuse itself with its agricultural implements? According to Mr. Say’s thesis, all these questions
would have to be answered in the affirmative” (l.c., pp. 135-36). “Mr. Say [...] regards the gross



product as the revenue of society; and from this he concludes that society can consume a value equal
to this product” (l.c., p. 145). “The (net) revenue of a nation is not the excess of values produced
over the totality of values consumed (as Say, the author, imagines it to be), but only [the excess of
values produced] over the values consumed in order to produce.” Therefore, “if a nation consumes
all this excess in the year it is produced, it consumes all its (net) revenue * (l.c., p. 146). “Ifitis
admitted that the revenue of a nation is equal to its gross product, so that no capital is to he deducted,
then it must also he admitted that this nation may consume unproductively the entire value of its annual
product, without in the least reducing its future revenue” (l.c., p. 147). “... the products which
represent the [constant] capital of a nation are not consumable” (1.c., p. 150).

Ramsay (George)—An Essay on the Distribution of Wealth (Edinburgh, 1836)—remarks on the same
subject, namely, Adam Smith’s fourth part of the total price, or what I call constant capital as distinct
from the capital laid out in wages:

[271| “Mr. Ricardo,” he says, “[...seems to...] consider the whole produce as divided between
wages and profits, forgetting the part necessary for replacing fixed capital” (p. 174, note).

By “fixed capital” Ramsay in fact means not only instruments of production, etc., but also the raw
material—in short, what I call constant capital within each sphere of production. When Ricardo
speaks of the division of the product into profit and wages, he always assumes that the capital
advanced to production itself and consumed in it has been deducted. Nevertheless, on the main issue
Ramsay 1s right. Because Ricardo does not make any further examination at all of the constant part of
capital, and pays no attention to it, he makes gross errors and in particular confuses profit with
surplus-value, besides errors in investigating oscillations in the rate of profit and so on.

Let us hear now what Ramsay himself says:

“In what manner 1s a comparison to be instituted between the product and * the stock expended upon
1it?...**  With regard to a whole nation ... it is evident that all the various elements of the stock
expended must he reproduced in some employment or another, otherwise the industry of the country
could not go on as formerly. The raw material of manufactures, the implements used in them, as also
in agriculture, the extensive machinery engaged in the former, the buildings necessary for fabricating
or storing the produce, must all he parts of the total return of a country, as well as of the advances
of***[...] its master-capitalists. Therefore, the quantity of the former may he compared with that of
the latter, each article being supposed placed as it were beside that of a similar kind” (l.c., pp. 137-
39). Now as regards the individual capitalist, since he does net replace his outgoings in kind, “by far
the greater number must be obtained by exchange, a certain portion of the product being necessary for
this purpose. Hence each individual master-capitalist comes to look much more to the exchangeable
value of his**** product than to its quantity” (l.c., pp. 145—46). “The more the value of the product
exceeds the value of the capital advanced, the greater will be his™*** profit. Thus, then, will he
estimate it, by comparing value with value, not quantity with quantity... Profit[...] must rise or fall
exactly as the proportion of the gross produce, or of its value, required to replace necessary
advances, falls or rises [...] the rate of profit must depend immediately upon two
circumstances*****: first, the proportion of the whole produce which’ goes to the labourers; secondly,
the proportion which must he set apart for replacing, either in kind or by exchange, the fixed capital”
(l.c., pp. 14648, passim).




<What Ramsay here says on the rate of profit has to be considered in Chapter III, on profit. Itis
important that he rightly lays stress on this element. On the one hand what Ricardo says is correct—
that the cheapening of commodities which form constant capital (which Ramsay calls fixed capital)
always depreciates a part of the existing capital. This is especially true of fixed capital proper—
machinery, etc. It is of no advantage to the individual capitalist that the surplus-value rises in relation
to the total capital, if the rise in this rate has been due to a fall in the total value of his constant capital
(which he already had before the depreciation). But this is true only to a very small extent for that
part of the capital which consists of raw materials or completed commodities (which do not form part
of the fixed capital). The existing amount of these that can be depreciated in this way is always only
an insignificant magnitude compared with the total production. It holds good for each capitalist only
to a slight extent for that part of his capital expended as circulating capital. On the other hand—since
the profit is equal to the proportion of the surplus-value to the total advanced capital, and since the
quantity of labour that can be absorbed depends not on the value but on the quantity of raw materials
and on the efficiency of the means of production—not on their exchange-value but on their use-value
—it is clear that the greater the productivity of industry in the branches whose ||272| product enters
into the formation of constant capital, the smaller the outlay of constant capital required to produce a
given quantity of surplus-value; consequently the greater the proportion of this surplus-value to the
whole advanced capital, and therefore the higher the rate of profit for a given amount of surplus-
value.//

(What Ramsay considers doubly—replacement of product by product in the process of reproduction
for the whole country, and replacement of value by value for the individual capitalist —are two
aspects, both of which, in relation to the individual capital, must be taken into account in the
circulation process of capital, which is at the same time its reproduction process.)

Ramsay did not solve the real difficulty which occupied Adam Smith’s attention and entangled him in
all kinds of contradictions. Put plainly, it is this: The whole capital (as value) resolves itself into
labour, 1s nothing but a certain quantity of materialised labour. The paid labour, however, is equal to
the wages of the labourers, the unpaid labour is equal to the capitalists’ profit. So the whole capital
must be resolvable, directly or indirectly, into wages and profit. Or is labour somewhere performed
which consists neither of wages nor profit, and merely has the purpose of replacing the values used
up in production which are, however, the conditions of reproduction? But who performs this labour,
since all labour performed by the labourer 1s resolved into two quantities, one which maintains his
own power to produce, and the other which forms the profit of capital?

[10. Inquiry into How It Is Possible for the Annual Profit and Wages to Buy the
Annual Commodities, Which Besides Profit and Wages Also Contain Constant
Capital]

[(a) Impossibility of the Replacement of the Constant Capital of the Producers of Consumption
Goods through Exchange between These Producers]

To rid the problem of any spurious admixture, there is one more point to mention at the outset. When
the capitalist transforms a part of his profit, of his revenue, into capital—into means of labour and



materials of labour—both are paid for by that part of the labour which the labourer has performed
gratis for the capitalist. Here we have a new quantity of labour forming the equivalent for a new
quantity of commodities, commodities which as use-values consist of means of labour and materials
of labour. This therefore enters into the accumulation of capital and presents no difficulty; we have
here the growth of the constant capital beyond its previous limits, or the formation of new constant
capital in excess of the amount of constant capital that already exists and must be replaced. The
difficulty is the reproduction of the existing constant capital, not the formation of new constant capital
in excess of what has to be reproduced. The new constant capital obviously originates in profit, and
has existed for a moment in the form of revenue which is later transformed into capital. This part of
the profit consists of the surplus labour-time, which, even without the existence of capital, must
constantly be performed by society, in order to have at its disposal, so to speak, a fund for
development, which the very increase of population makes necessary.

<There is a good explanation of constant capital, but only in so far as concerns its use-value, in
Ramsay’s work, p. 166, which runs:

“... be the amount™ of the gross return” (of the farmer, for example) “small or great, the quantity of it
required for replacing what has been consumed in these different forms, can undergo no alteration
whatsoever.** This quantity must he considered as constant, so long as production is carried on the
same scale.”//

So we must first start from the fact: new formation of constant capital—as distinct from the
reproduction of the existing constant capital—flows from profit as its source; that is, assuming on the
one hand that the wages only suffice for the reproduction of labour-power, and on the other that the
whole surplus-value is embraced under the category “profit”, since it is the industrial capitalist who
directly appropriates the whole surplus-value, [irrespective of] to whom and where he has to
surrender some of it later.

<*... the master™® [...] is the general distributor of the national revenue** [...] who undertakes to pay
[...] to the labourers, the wages [...]—to the” (moneyed) “capitalist, the interest [...]—to the
proprietor, the rent of his land” (Ramsay, [l.c. I, pp. 218-19).

In calling the whole surplus-value profit, we regard the capitalist: 1. as the person who immediately
appropriates the whole surplus-value created; 2. as the distributor of that surplus-value between
himself, the moneyed capitalist, and the proprietor of the soil.//

IVII-273| That this new constant capital arises from profit however means nothing but that it is due to
a part of the surplus-labour of the labourers. Just as the savage, in addition to the time he needs for
hunting, must necessarily use some time for making his bow; or just as in patriarchal agriculture, the
peasant, in addition to the time spent in tilling the soil, must use a certain quantity of labour-time in
producing most of his implements.

But the question here is: Who is it that labours in order to replace the equivalent of the constant
capital already expended in production? The part of the labour which the labourer performs for
himself replaces his wages, or, considered in relation to the whole of production, creates his wages.
On the other hand, his surplus-labour which forms the profit is in part a consumption fund f