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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Preface

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

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

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

As the reader will observe from the following, the work of editing the third volume was essentiall
different from that of editing the second. In the case of the third volume there was nothing to go
outside a first extremely incomplete draft. The beginnings of the various parts were, as a rule, pt
carefully done and even stylistically polished. But the farther one went, the more sketchy and inc
was the manuscript, the more excursions it contained into arising side-issues whose proper plac
argument was left for later decision, and the longer and more complex the sentences, in’ which 1
were recorded istatu nascendin some places handwriting and presentation betrayed all too clea
outbreak and gradual progress of the attacks of ill health, caused by overwork, which at the outs
rendered the author’s work increasingly difficult and finally compelled him periodically to stop wc
altogether. And no wonder. Between 1863 and 1867, Marx not only completed the first draft of tt
last volumes o€Capitaland prepared the first volume for the printer, but also performed the enorn
work connected with the founding and expansion of the International Workingmen’s Association
result, already in 1864 and 1865 ominous signs of ill health appeared which prevented Marx fror
personally putting the finishing touches to the second and third volumes.

| began my work by dictating into readable copy the entire manuscript, which was often hard to ¢
even for me. This alone required considerable time. It was only then that | could start on the actt
editing. | limited this to the essential. | tried my best to preserve the character of the first draft wt
was sufficiently clear. | did not even eliminate repetitions, wherever they, as was Marx’s custom,
the subject from another standpoint or at least expressed the same thought in different words. W
my alterations or additions exceeded the bounds of editing, or where | had to apply Marx’s factu
material to independent conclusions of my own, if even as faithful as possible to the spirit of Mar
have enclosed the entire passage in brackets and affixed my initials. Some of my footnotes are |
enclosed in brackets; but wherever | have initialled them | am responsible for the entire note.

As is only to be expected in a first draft, there are numerous allusions in the manuscript to point:
were to have been expanded upon later, without these promises always having been kept. | hav
them, because they reveal the author’s intentions relative to future elaboration.

Now as to details.

As regards the first part, the main manuscript was serviceable only with substantial limitations. T
entire mathematical calculation of the relation between the rate of surplus-value and the rate of |
(which makes up our Chapter lll) is introduced in the very beginning, while the subject treated in
Chapter | is considered later and as the occasion arises. Two attempts at revising, each of them
pagesn folio, were useful here. But even these did not possess the desired continuity throughou
furnished the substance for what is now Chapter |. Chapter Il is taken from the main manuscript
was a series of uncompleted mathematical calculations for Chapter Ill, as well as a whole, almo:
complete, note-book dating from the seventies, which presents the relation of the rate of surplus
the rate of profit in the form of equations. My friend Samuel Moore, who has also translated the «
portion of the first volume into English, undertook to edit this note-book for me, a work for which
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far better equipped, being an old Cambridge mathematician. It was from his summary, with occe
use of the main manuscript, that | then compiled Chapter Ill. Nothing but the title was available f
Chapter IV. But since its subject-matter, the influence of turnover on the rate of profit, is of vital

importance, | have written it myself, for which reason the whole chapter has been placed in brac
developed in the course of this work that the formula for the rate of profit given in Chapter Ill req
modification to be generally valid. Beginning with Chapter V, the main manuscript is the sole sot
the remainder of the part, although many transpositions and supplements were also essential.

As for the following three parts, aside from stylistic editing | was able to follow the original manu:
almost throughout. A few passages dealing mostly with the influence of turnover had to be broug
agreement with Chapter IV, which | had inserted, and are likewise placed in brackets and follow:
my initials.

The greatest difficulty was presented by Part V which dealt with the most complicated subject in
entire volume. And it was just at this point that Marx was overtaken by one of the above-mentior
serious attacks of illness. Here, then, was no finished draft, not even a scheme whose outlines r
been filled out, but only the beginning of an elaboration -- often just a disorderly mass of notes,

comments and extracts. | tried at first to complete this part, as | had done to a certain extent witt
one, by filling in the gaps and expanding upon passages that were only indicated, so that it woul
approximately contain everything the author had intended. | tried this no less than three times, b
in every attempt, and the time lost in this is one of the chief causes that held up this volume. At |
realised that | was on the wrong track. | should have had to go through the entire voluminous lite
this field, and would in the end have produced something that would nevertheless not have beet
by Marx. | had no other choice but to more or less cut the Gordian knot by confining myself to as
an arrangement of available matter as possible, and to making only the most indispensable add
And so it was that | succeeded in completing the principal labours for this part in the spring of 1€

As for the various chapters, Chapters XXI to XXIV were, in the main, complete. Chapters XXV a
XXVI required a sifting of the references and an interpolation of material found elsewhere. Chap
XXVII and XXIX could be taken almost completely from the original manuscript, but Chapter XX
had to be re-arranged in places. The real difficulty, however, began with Chapter XXX. From hel
was not only a matter of properly arranging the references, but of putting the train of thought intc
order, interrupted as it was at every point by intervening clauses and deviations, etc., and resurr
elsewhere, often just casually. Thus, Chapter XXX was put together by means of transpositions
excisions which were utilised, however, in other places. Chapter XXXI, again, possessed greate
continuity. But then follows a long section in the manuscript, entitled "The Confusion", containing
nothing but extracts from parliamentary reports on the crises of 1848 and 1857, in which are cor
statements of twenty-three businessmen and economists, largely on money and capital, gold dr:
over-speculation, etc., and supplied here and there with short facetious comments. Practically al
current views concerning the relation of money to capital are represented therein, either in the a
in the questions, and it was the "confusion revealed in identifying money and capital in the
money-market that Marx meant to treat with criticism and sarcasm. After many attempts | convir
myself that this chapter could not be put into shape. Its material, particularly that supplied with v
comments, was used wherever | found an opportune place for it.

Next, in tolerable order, comes what | placed in Chapter XXXII. But this is immediately followed
new batch of extracts from parliamentary reports on every conceivable thing pertinent to this par
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intermingled with the author's comments. Toward the end these extracts and comments are foct
more and more on the movement of monetary metals and on exchange rates, and close with all
miscellaneous remarks. On the other hand, the "Precapitalist” chapter (Chap. XXXVI) was quite
complete.

Of all this material beginning with the "Confusion”, save that which had been previously inserted
up Chapters XXXIIl to XXXV. This could not, of course, be done without considerable interpolati
my part for the sake of continuity. Unless they are merely formal in nature, the interpolations are
expressly indicated as belonging to me. In this way | have finally succeeded in working into the t
the author’s relevant statements. Nothing has been left out but a small portion of the extracts, wi
either repeated what had already been said, or touched on points which the manuscript did not t
further.

The part on ground-rent was much more fully treated, although; by no means properly arranged
for the fact that Marx found it necessary to recapitulate the plan of the entire part in Chapter XLI
last portion of the part on rent in the manuscript). This was all the more desirable, since the man
opens with Chapter XXXVII, followed by Chapters XLV to XLVII, and only thereafter Chapters
XXXVIII to XLIV. The titles for the differential rent Il involved the greatest amount of work and sc
the discovery that the third case of this class of rent had not at all been analysed in Chapter XLI
it belonged.

In the seventies Marx engaged in entirely new special studies for this part on ground-rent. For y«
had studied the Russian originals of statistical reports inevitable after the "reform" of 1861 in Ru:
other publications on landowner-ship, had taken extracts from these originals, placed at his disp
admirably complete form by his Russian friends, and had intended to use them for a new versiol
part. Owing to the variety of forms both of land-ownership and of exploitation of agricultural prod
in Russia, this country was to play the same role in the part dealing with ground-rent that Englar
in Book | in connection with industrial wage-labour. He was unfortunately denied the opportunity
carrying out this plan.

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

Citations and proofs illustrating his statements are, as in the second volume, considerably less r
than in the first. Quotations from Book | refer to pages in the 2nd and 3rd editions. Wherever the
manuscript refers to theoretical statements of earlier economists, the name alone is givenas ar
the quotations were to be added during the final editing. Of course, | had to leave this as it was.
only four parliamentary reports, but these are abundantly used. They are the following:

1) Reports from Committees (of the Lower House), Volume VIII, Commercial Distress, Volume |
I. 1847-48. Minutes of Evidence. -- Quoted as Commercial Distress 1847-48.
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2) Secret Committee of the House of Lords on Commercial Distress 1847. Report printed in 184
Evidence printed in 1857 (because considered too compromising in 1848). -- Quoted as C. D. 1!

3) Report: Bank Acts, 1857. -- Ditto, 1858. -- Reports of the Committee of the Lower House on tl
Effect of the Bank Acts of 1844 and 1845. With evidence. -- Quoted as: B. A. (also as B. C.) 18t
1858.

| am going to start on the fourth volume-the history of the theory of surplus-value -- as soon as it
any way possible.

In the preface to the second volumeCaipital | had to square accounts with the gentlemen who rais
hue and cry at the time because they fancied to have discovered "in Rodbertus the secret sourc
superior predecessor of Marx". | offered them an opportunity to show "what the economics of a
Rodbertus can accomplish”; | defied them to show "in which way an equal average rate of profit
must come about, not only without a violation of the law of value, but on the very basis of it". The
same gentlemen who for either subjective or objective, but as a rule anything but scientific reasc
then lionising the brave Rodbertus as an economic star of the first magnitude, have without exce
failed to furnish an answer. However, other people have thought it worth their while to occupy
themselves with the problem.

In his critique of the second volum@dnrads jahrbtcherXl, 1885, S. 452-65), Professor Lexis took
the question, although he did not care to offer a direct solution. He says: "The solution of the
contradiction" (between the Ricardo-Marxian law of value and an equal average rate of profit) "is
impossible if the various classes of commodities are considet®tually and if their value is to be
equal to their exchange-value, and the latter equal or proportional to their price." According to hi
solution is only possible if "we cease measuring the value of individual commodities according tc
and consider only the production of commoditiesa wholeand their distribution among the aggrega
classes of capitalists and workers.... The working class receives but a certain portion of the total
product,... the other portion, which falls to the share of the captthlsst,represents the surplus-prodi
in the Marxian sense, and accordingly ... the surplus-value. Then the members of the capitalist ¢
divide this total surplus-value among themselvetsn accordance with the number of workers
employed by them, but in proportion to the capital invested by each, the land also being account
capital-value." The Marxian ideal values determined by units of labour incorporated in the comm
do not correspond to prices but may be "regarded as points of departure of a shift which leads tc
actual prices. The latter depend on the fact that equal sums of capital demand equal profits." Fo
reason some capitalists will secure prices higher than the ideal values for their commodities, anc
will secure lower prices. "But since the losses and gains of surplus-value balance one another w
capitalist class, the total amount of the surplus-value is the same as it would be if all prices were
proportional to the ideal values."”

It is evident that the problem has not in any way been solved here, but has, though somewhat Ic
shallowly, been on the whole correctbrmulated.And this is, indeed, more than we could have

expected from a man who, like the above author, takes a certain pride in being a "vulgar econon
really surprising when compared with the handiwork of other vulgar economists, which we shall
discuss. Lexis’s vulgar economy is, anyhow, in a class of its own. He says that capitalighirest any
rate, be derived in the way indicated by Marx, but that nottomgpelsone to accept this view. On the
contrary. Vulgar economy, he says, has at least a more plausible explanation, namely: "The cap
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sellers, such as the producer of raw materials, the manufacturer, the wholesale dealer, and the |
dealer, all make a gain on their transactions by selling at a price higher than the purchase price,
adding a certain percentage to the price they themselves pay for the commodity. The worker alc
unable to obtain a similar additional value for his commodity; he is compelled by reason of his
unfavourable condition vis-a-vis the capitalist to sell his labour at the price it costs him, that is to
the essential means of his subsistence.... Thus, these additions to prices retain their full impact
regard to the buying worker, and cause the transfer of a part of the value of the total product to t
capitalist class."

One need not strain his thinking powers to see that this explanation for the profits of capital, as ¢
by "vulgar economy,” amounts in practice to the same thing as the Marxian theory of surplus-val
the workers are in just the same "unfavourable condition" according to Lexis as according to Ma
they are just as much the victims of swindle because every non-worker can sell commodities ab
while the worker cannot do so; and that it is just as easy to build up an at least equally plausible
socialism on the basis of this theory, as that built in England on the foundation of Jevons’s and |
theory of use-value and marginal utility. | even suspect that if Mr. George Bernard Shaw had be«
familiar with this theory of profit, he would have likely fallen to with both hands, discarding Jevon
Karl Menger, to build anew the Fabian church of the future upon this rock.

In reality, however, this theory is merely a paraphrase of the Marxian. What defrays all the price
additions? It is the workers’ "total product". And this is due to the fact that the commodity "laboul
as Marx has it, labour-power, has to be sold below its price. For if it is a common property of all

commodities to be sold at a price higher than their cost of production, with labour being the sole
exception since it is always sold at the cost of production, then labour is simply sold below the p
rules in this world of vulgar economy. Hence the resultant extra profit accruing to the capitalist, ¢
capitalist class, arises, and can only arise, in the last analysis, from the fact that the worker, afte
reproducing the equivalent for the price of his labour-power, must produce an additional product
which he is not paid -- i.e., a surplus-product, a product of unpaid labour, or surplus-value. Lexis
extremely cautious man in the choice of his terms. He does not say anywhere outright that the a
his own conception. But if it is, it is plain as day that we are not dealing with one of those ordinar
economists, of whom he says himself that every one of them is "at best only a hopeless idiot" in
eyes, but with a Marxist disguised as a vulgar economist. Whether this disguise has occurred cc
or unconsciously is a psychological question which does not interest us at this point. Whoever w
care to investigate this, might also probe how a man as shrewd as Lexis undoubtedly is, could a
defend such nonsense as bimetallism.

The first to really attempt an answer to the question waS@rad Schmidin his pamphlet entitleBie
Durchsdinittsprofitrate auf Grundlage des Marx’schen Werthgese®retigart, Dietz, 1889. Schmidt
seeks to reconcile the details of the formation of market-prices with both the law of value and wi
average rate of profit. The industrial capitalist receives in his product, first, an equivalent of the c
has advanced, and, second, a surplus-product for which he has paid nothing. But to obtain a

surplus-product he must advance capital to production. That is, he must apply a certain quantity
materialised labour to be able to appropriate this surplus-product. For the capitalist, therefore, th
he advances represents the quantity of materialised labour socially necessary for him to obtain t
surplus-product. This applies to every industrial capitalist. Now, since commodities are mutually
exchanged, according to the law of value, in proportion to the labour socially necessary for their
production and since, as far as the capitalist is concerned, the labour necessary for the manufac
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surplus-product happens to be past labour accumulated in his capital, it follows that surplus-proc
exchanged in proportion to the sums of capital required for their production, and not in proportiol
labouractuallyincorporated in them. Hence the share of each unit of capital is equal to the sum ¢
produced surplus-values divided by the sum of the capitals expended in production. Accordingly
sums of capital yield equal profits in equal time spans, and this is accomplished by adding the c«
of the surplus-product so calculated, i.e., the average profit, to the cost-price of the paid product
selling both the paid and unpaid product at this increased price. The average rate of profit takes
spite of average commodity-prices being determined, as Schmidt holds, by the law of value.

The construction is extremely ingenious. It is completely patterned after the Hegelian model, but
majority of Hegelian constructions it is not correct. Surplus-product or paid product, makes no
difference. If the law of value is also to theectly valid for the average prices, both of them must be
at prices proportionate to the socially necessary labour required and expended in producing theil
law of value is aimed from the first against the idea derived from the capitalist mode of thought t|
accumulated labour of the past, which comprises capital, is not merely a certain sum of finished
but that, because a factor in production and the formation of profit, it also produces value and is
source of more value than it has itself; it establishes that living labour alone possesses this facul
well known that capitalists expect equal profits proportionate to their capitals and regard their ad
of capital as a sort of cost-price of their profits. But if Schmidt utilises this conception as a mean:
reconciling prices based on the average rate of profit with the law of value, he repudiates the lav
itself by attributing to it as one of its co-determinative factors a conception with which the law is
at variance.

Either accumulated labour creates value the same as living labour In that case the law of value «
apply.

Or, it does not create value. In that case Schmidt's demonstration is incompatible with the law o

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

In a subsequent articldléue Zeit1892-93, Nos. 3 and 4), Schmidt takes a different tack in his effo
solve the problem. He contends that it is competition which produces the average rate of profit b
causing the transfer of capital from branches of production with under-average profit to branche:
above-average profit. It is not a revelation that competition is the great equaliser of profits. But n
Schmidt tries to prove that this levelling of profits is identical with a reduction of the selling price
commodities in excess supply to a magnitude of value which society can pay for them accordinc
law of value. Marx’s analyses in the book itself are ample evidence why this way, too, could not
the goal.
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After SchmidtP. Firemantackled the problenQonrads jahrbicherritte Folge, Ill, S. 793). | shall nc
go into his remarks on other aspects of the Marxian analysis. They rest upon the false assumpti
Marx wishes to define where he only investigates, and that in general one might expect fixed,
cut-to-measure, once and for all applicable definitions in Marx’s works. It is self-evident that whe
things and their interrelations are conceived, not as fixed, but as changing, their mental images,
are likewise subject to change and transformation; and they are not encapsulated in rigid definiti
are developed in their historical or logical process of formation. This makes clear, of course, why
beginning of his first book Marx proceeds from the simple production of commodities as the hist:
premise, ultimately to arrive from this basis to capital -- why he proceeds from the simple commq
instead of a logically and historically secondary form -- from an already capitalistically modified
commodity. To be sure, Fireman positively fails to see this. These and other side-issues, which «
give rise to still other diverse objections, are better left by the wayside, while we go on forthwith-
gist of the matter. While theory teaches Fireman that at a given rate of surplus-value the latter is
proportional to the labour-power employed, he learns from experience that at a given average re
profit, profit is proportional to the total capital employed. He explains this by saying that profit is |
a conventional phenomenon (which means in his language that it belongs to a definite social for
with which it stands and falls). Its existence is simply tied up with capital. The latter, provided it i
enough to secure a profit for itself, is compelled by competition also to secure for itself a rate of |
equal for all sums of capital. Capitalist production is simply impossible without an equal rate of p
Given this mode of production, the quantity of profit for the individual capitalist can, at a certain r
profit, depend only on the magnitude of his capital. On the other hand, profit consists of surplus-
unpaid labour. But how is surplus-value, whose magnitude hinges upon the degree of labour ex|
transformed into profit, whose magnitude depends upon the amount of the capital employed? "S
selling commodities above their value in all branches of production in which the ratio between ...
constant and variable capital is greatest; but this also implies that commodities are sold below tt
in those branches of production in which the ratio between constant and variable capital = c:v is
and that commodities are sold at their true value only in branches in which the ratio of c:v repres
certain mean figure.... Is this discrepancy between individual prices and their respective values ¢
refutation of the value principle? By no means. For since the prices of some commodities rise alt
value as much as the prices of others fall below it, the total sum of prices remains equal to the tc
of values ... in the end this incongruity disappears. "This incongruity is a "disturbance"; "howevel
exact sciences it is not customary to regard a predictable disturbance as a refutation of a law".

On comparing the relevant passages in Chapter IX with the above, it will be seen that Fireman
placed his finger on the salient point. But the undeservedly cool reception of his able article shoy
many interconnecting links would still be needed even after this discovery to enable Fireman to
a full and comprehensive solution. Although many were interested in this problem, they were all
fearful of getting their fingers burnt. And this is explained not only by the incomplete form in whic
Fireman left his discovery, but also by the undeniable faultiness of both his conception of the Me
analysis and of his own general critique of the latter, based as it was on his misconception.

Whenever there is a chance of making a fool of himself over some difficult matter, Herr Professc
Wolf, of Zurich, never fails to do so. He tells @ofrads Jahrbtiched, 891, dritte Folge, Il, S. 352 anc
following) that the entire problem is resolved in relative surplus-value. The production of relative
surplus-value rests on the increase of constant capital vis-a-vis variable capital. "A plus in const:
capital presupposes a plus in the productive power of the labourers. Since this plus in productive
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(by way of lowering the worker’s cost of living) produces a plus in surplus-value, a direct relation
established between the increasing surplus-value and the increasing share of constant capital ir
capital. A plus in constant capital indicates a plus in the productive power of labour. With variabl
capital remaining the same and constant capital increasing, surplus-value must therefore, in acc
with Marx, increase as well. This was the problem presented to us."

True, Marx says the very opposite in a hundred places in the first hook; true, the assertion that, :
to Marx, when variable capital shrinks, relative surplus-value increases in proportion to the incre
constant capital, is so astounding that it puts to shame all parliamentary declamation; true, Herr
Wolf demonstrates in his every line that he does not in the least understand, be it relatively or al
the concepts of relative or absolute surplus-value; to be sure he says himself that "at first glance
seems really to he in a nest of incongruities"”, which, by the way, is the only true statement in his
article. But what does all that matter? Herr Julius Wolf is so proud of his brilliant discovery that h
cannot refrain from bestowing posthumous praise on Marx for it and from extolling his own fatho
nonsense as a "new proof of the keen and far-sighted way his (Marx’s) system of criticism of caj
economy is set forth".

But now comes the choicest bit of all. Herr Wolf says: "Ricardo has likewise claimed that an equ
investment of capital yielded equal surplus-value (profit), just as the same expenditure of labour
the same surplus-value (as regards its quantity). And the question now was how the one agreecd
other. But Marx has refused to accept this way of putting the problerhas proved beyond a doubt
the third volumejhat the second statement was not necessarily a consequence of the law of valt
even contradicted his law of value and should therefore be forthwith repudiated.” And thereupon
probes who of us two, Marx or I, had made a mistake. It does not occur to him, naturally, that it i
who is groping in the dark.

| should offend my readers and fail to see the humour of the situation if | were to waste a single
this choice morsel. | shall only add that his audacity in using the opportunity to report the ostens
gossip among professors that Conrad Schmidt’'s above-named work was "directly inspired by Er
matches the audacity with which he dared to say at one time what "Marx has proved beyond a ¢
the third volume." Herr Julius Wolf! It may be customary in the world in which you live and strive
the man who publicly poses a problem to others to acquaint his close friends on the sly with its ¢
am quite prepared to believe that you are capable of this sort of thing. But that a man need not ¢
such shabby tricks in my world is proved by the present preface.

No sooner had Marx died than Mxchille Loriahastened to publish an article about him inNlieva

Antologia(April 1883). To begin with, a biography brimming with misinformation, followed by a

critique of public, political and literary work. He falsifies Marx’s materialist conception of history ¢
distorts it with an assurance that bespeaks a great purpose. And this purpose was eventually ca
In 1886, the same Mr. Loria published a bdok teoria economica della constituzione politisaywhich
he announced to his astounded contemporaries that Marx’s conception of history, so completely
purposefully misrepresented by him in 1883, was his own discovery. To be sure, the Marxian the
reduced in this book to a rather Philistine level, and the historical illustrations and proofs abounc
blunders which would never be tolerated in a fourth-form boy. But what does that matter? The di
that political conditions and events are everywhere invariably explained by corresponding econc
conditions was, as is herewith demonstrated, not made by Marx in 1845, but by Mr. Loria in 188
least he has happily convinced his countrymen of this, and, after his book appeared in French, ¢
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Frenchmen, and can now pose in Italy as the author of a new epoch-making theory of history un
Italian Socialists find time to strip the illustrious Loria of his stolen peacock feathers.

But this is just a sample or Mr. Loria’s style. He assures us that all Marx’s theories cessorus
sophistry (iIn consaputo sofisniathat Marx did not stop at paralogisms even whehknew them to be
paralogisms (sapendoli taligtc. And after thus impressing the necessary upon his readers with a
of similar contemptible insinuations, so that they should regard Marx as an unprincipled upstart :
Loria who achieves his little effects by the same wretched humbug as our professor from Padua
reveals an important secret to them, and thereby takes us back to the rate of profit.

Mr. Loria says: According to Marx, the amount of surplus-value (which Mr. Loria here identifies v
profit) produced in a capitalist industrial establishment should depend on the variable capital em
it, since constant capital does not yield profit. But this is contrary to fact. For in practice profit do«
depend on variable, but on total capital. And Marx himself recognises this (Book I, Chap. XIlII) ar
admits that on the surface facts appear to contradict his theory. But how does he get around this
contradiction? He refers his readers to an as yet unpublished subsequent volume. Loria has alre
hisreaders about this volume that he did not believe Marx had ever entertained the thought of w
and now exclaims triumphantly: "I have not been wrong in contending that this second volume, \
Marx always flings at his adversaries without it ever appearing, might very well have been a shre
expedient applied by Marx whenever scientific arguments faileddmnmngegnoso spediente ideato (
Marx a sostituzione degli argomenti scientificl\id whosoever is not convinced after this that Mar
stands in the same class of scientific swindletslastre Loria, is past all redemption.

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

This miracle is accomplished @onrads Jahrblcheneue Folge, Buch XX, S. 272 and following, in
article dealing with Conrad Schmidt’s already cited pamphlet. After Loria learned from Schmidt t
commercial profit was made, he suddenly saw daylight. "Since determining value by means of
labour-time is to the advantage of those capitalists who invest a greater portion of their capital in
the unproductive" (read commercial) “"capital can derive a higher interest" (read profit) "from thes
privileged capitalists and thus bring about an equalisation between the individual industrial capit
For instance, if each of the industrial capitalists A, B, C uses 400 working-days and 0, 400, 200 «
capital respectively in production, and if the wages for 400 working-days amount to 50 working-c
then each receives a surplus-value of 50 working-days, and the rate of profit is 400% for the firsi
for the second, and 20% for the third capitalist. But if a fourth capitalist D accumulates an unprot
capital of 300, which claims an interest" (profit) "equal in value to 40 working-days from A, and a
interest of 20 working-days from B, then the rate of profit of capitalists A and B will sink to 20%,
that of C, while D with his capital of 300 receives profit of 60, or a rate of profit of 20%, the same
other capitalists."”

With such astonishing dexteritiiJlustre Loria solves by sleight of hand the question which he had
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declared insoluble ten years previously. Unfortunately, he did not let us into the secret wherefror
"unproductive capital" obtained the power to squeeze out of the industrialists their extra profit in
of the average rate of profit, and to retain it in its own pocket, just as the landowner pockets the
surplus-profit as ground-rent. Indeed, according to him it would be the merchants who would rai:
tribute analogous to ground-rent from the industrialists, and would thereby bring about an averar
profit. Commercial capital is indeed a very essential factor in producing the general rate of profit
nearly everybody knows. But only a literary adventurer who in his heart sneezes at political ecor
can venture the assertion that it has the magic power to absorb all surplus-value in excess of the
rate of profit even before this general rate has taken shape, and to convert it into ground-rent fot
without, moreover, even having need to do with any real estate. No less astonishing is the asset
commercial capital manages to discover the particular industrialists, whose surplus-value just cc
average rate of profit, and that it considers it a privilege to mitigate the lot of these luckless victir
Marxian law of value to a certain extent by selling their products gratis for them, without asking ¢
as a commission for it. What a mountebank one must be to imagine that Marx had need to resot
miserable tricks!

But it is not until we compare him with his northern competitors, for instance with Herr Julius Wo
was not born yesterday either, that the illustrious Loria shines in his full glory. What a yelping pu
Wolf appears even in his big volume $ozialismus und kapitalistische Gesellschaftsordnaloggside
the Italian! How awkward, | am almost tempted to say modest, he appears beside the rare confic
themaestrowho takes it for granted that Marx, neither more nor less than other people, was as n
sophist, paralogist, humbug and mountebank as Mr. Loria himself -- that Marx took in the public
promise of rounding out his theory in a subsequent volume whenever he was in a difficult positic
knowing full well that he neither could nor ever would write it. Boundless nerve coupled with a fle
slipping like an eel through impossible situations, a heroic contempt for pummellings received, h
plagiarism of other people’s accomplishments, importunate and fanfaronading advertising, spre
fame by means of a chorus of friends -- who can equal him in all this?

Italy is the land of classicism. Ever since the great era when the dawn of modern times rose thel
produced magnificent characters of unequalled classic perfection, from Dante to Garibaldi. But t
period of its degradation and foreign domination also bequeathed it classic character-masks, an
two particularly clear-cut types, that of Sganarelle and Dulcamara. The classic unity of both is er
in ourillustre Loria.

In conclusion | must take my readers across the Atlantic. Dr. (Mish)jge C. Stiebelingf New York,
has also found a solution to the problem, and a very simple one. So simple, indeed, that no one
here, or there, took him seriously. This aroused his ire, and he complained bitterly about the inju
in an endless stream of pamphlets and newspaper articles appearing on both sides of the great
was told in théNeue Zeithat his entire solution rested on a mathematical error. But this could sca
disturb him. Marx had also made mathematical errors, and was yet right in many things. Let us t
a look at Dr. Stiebeling’s solution.

"l take two factories working with equal capitals for an equal length of time, but with a different re
Constant and variable capitals. | make the total capital (c+v)=y, and the difference in the ratio of
constant and variable capital=x. For factory I, y=c+v, for factory Il, y=(c—x) + (v+x). Therefore the
of surplus-value for factory | =s/v, and for factory Il = s/(v+x). Profit (p) is what | call the total

surplus-value (s) by which the total capital y, or c+v, is augmented in the given time; thus p=s. H
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the rate of profit for factory | = ply, or s/(c+v), and for factory Il it is also ply, or s/ (c-x)+(v+x), i.e.
also s/(c+v). The ... problem thus resolves itself in such a way that, on the basis of the law of val
equal capital and equal time, but unequal quantities of living labour, a change in the rate of surp
causes the equalisation of an average rate of profit." (G. C. Stield@diadVerthgesetz und die
Profitrate, New York, John Heinrich.)

However pretty and revealing the above calculation may be, we are compelled to ask Dr. Stabe
guestion: How does he know that the sum of surplus-value produced by factory | is exactly equa
sum of the surplus-value produced by factory II? He states explicitly that c, v, y and x, that is, all
other factors in the calculation, are the same for both factories, but makes no mention of s. It do:
any means follow from the fact that he designated both of the above-mentioned quantities of
surplus-value algebraically with s. Rather, it is just the thing that has to be proved, since Mr. Stie
without further ado also identifies profit p with the surplus-value. Now there are just two possible
alternatives. Either the two s’s are equal, both factories produce equal quantities of surplus-valu
therefore also equal quantities of profit, since both capitals are equal. In that case Mr. Stiebeling
the start taken for granted what he was really called upon to prove. Or, one factory produces mc
surplus-value than the other, in which case his entire calculation tumbles about his ears.

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

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

London, October 4, 1894
Frederick Engels
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 1

Cost-Price and profit

In Book | we analysed the phenomena which constitutprieess of capitalist producticas such, as
the immediate productive process, with no regard for any of the secondary effects of outside infl
But this immediate process of production does not exhaust the life span of capital. It is supplems
the actual world by thprocess of circulationwhich was the object of study in Book II. In the latter,
namely in Part Ill, which treated the process of circulation as a medium for the process of social
reproduction, it developed that the capitalist process of production taken as a whole represents .
synthesis of the processes of production and circulation. Considering what this third book treats,
confine itself to general reflection relative to this synthesis. On the contrary, it must locate and d
the concrete forms which grow out of ti@vements of capital as a whalle their actual movement
capitals confront each other in such concrete shape, for which the form of capital in the immedia
process of production, just as its form in the process of circulation, appear only as special instan
various forms of capital, as evolved in this book, thus approach step by step the form which they
on the surface of society, in the action of different capitals upon one another, in competition, anc
ordinary consciousness of the agents of production themselves.

The value of every commodity produced in the capitalist way is represented in the formula: C=c-
we subtract surplus-values from this value of the product there remains a bare equivalent or a si
value in goods, for the capital-value c+v expended in the elements of production.

For example, if the production of a certain article requires a capital outlay of £500, of which £20
the wear and tear of instruments of production, £380 for the materials of production, and £100 fc
labour-power, and if the rate of surplus-value is 100%, then the value of the
product=400c+100v+100s=£600.

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

What the commodity costs the capitalist and its actual production cost are two quite different ma
That portion of the commodity-value making up the surplus-value does not cost the capitalist an'
simply because it costs the labourer unpaid labour. Yet, on the basis of capitalist production, aft
labourer enters the production process he himself constitutes an ingredient of operating product
capital, which belongs to the capitalist. Therefore, the capitalist is the actual producer of the comnr
For this reason the cost-price of the commodity necessarily appears to the capitalist as the actui
the commodity. If we take k to be the cost-price, the formula C=c+v+s turns into the formula C=k
is, the commodity-value=cost-price+surplus-value.

The grouping of the various value portions of a commodity which only replace the value of the ci
expended in its production under the head of cost-price expresses, on the one hand, the specific
of capitalist production. The capitalist cost of the commodity is measured by the expendiapiadf
while the actual cost of the commodity is measured by the expenditiatsoaf. Thus, the capitalist
cost-price of the commodity differs in quantity from its value, or its actual cost-price. It is smaller
the value of the commodity, because, with C=k+s, it is evident that k=C-s. On the other hand, th
cost-price of a commodity is by no means simply a category which exists only in capitalist book-
The individualisation of this portion of value is continually manifest in practice in the actual prodt
of the commodity, because it has ever to be reconverted from its commodity-form by way of the
of circulation into the form of productive capital, so that the cost-price of the commaodity always r
repurchase the elements of production consumed in its manufacture.

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

To return to our example. Suppose the value produced by one labourer during an average socig
working-day is represented by a money sum of 6s.=6M. Then the advanced capital of £500=40C
represents a value produced in 1,666n-hour working-days, of which 1,333 working-days are
crystallised in the value of the means of production=400c, andz:33@ crystallised in the value of
labour-power=100v. Having assumed a rate of surplus-value of 100%, the production of the con
to be newly formed entails a labour expenditure=100v+100sz6&H-hour working-days.

We know, then (see Buch 1, Kap. VII, S. 201/193) [English edition: Ch. IX, p.EdPthat the value ¢
the newly created product of £600 is composed of 1) the reappearing value of the constant capit
£400 expended for means of production, and 2) a newly produced value of £200. The cost-price
commodity=E£500 comprises the reappearing 400c and one-half of the newly produced value of :
(=100v), that is, two elements of the commaodity-value which are of entirely different origin.

Owing to the purposive nature of the labour expended during£@®&-hour working-days, the value
the consumed means of production amounting to £400 is transferred from these means of prodt

http://www.marxists.org/archive/marx/works/1894-c3/ch01.htm (2 of 10) [23/08/2000 16:00:31]



Capital, Vol.3, Chapter 1

the product. This previously existing value thus reappears as a component part of the value of tf
product, but is not created in the process of productitm®fommodity. It exists as a component of
value of the commodity only because it previously existed as an element of the invested capital.
expended constant capital is therefore replaced by that portion of the value of the commodity wr
capital itself adds to that value. This element of the cost-price, therefore, has a double meaning.
one hand, it goes into the cost-price of the commaodity, because it is part of the commodity-value
replaces consumed capital. And on the other hand, it forms an element of the commodity-value
because it is the value of expended capital or because the means of production cost so and so 1

It is quite the reverse in the case of the other element of the cost-price. Tilwn@B&ing-days

expended in the production of the commodity create a new value of £200. One portion of this ne
merely replaces the advanced variable capital of £100, or the price of the labour-power employe
this advanced capital-value does not in any way go into the creation of the new value. So far as
advance of capital is concerned, labour-power countyvalsia But in the process of production it ac
as thecreatorof value. The place of the value of the labour-power that obtains within the advance
capital is taken in the actualfynctioningproductive capital by living value-creating labour-power it

The difference between these various elements of the commodity-value, which together make u
cost-price, leaps to the eye whenever a change takes place in the size of the value of either the
constant, or the expended variable, part of the capital. Let the price of the same means of produ
of the constant part of capital, rise from £400 to £600, or, conversely, let it fall to £200. In the firs
IS not only the cost-price of the commodity which rises from £500 to 600c+100v=£700, but also 1
value of the commaodity which rises from £600 to 600c+100v+100s=£800. In the second case, it
only the cost-price which falls from £500 to 200c+100v=£300, but also the value of the commod
which falls from £600 to 200c+100v+100s=£400. Since the expended constant capital transfers
value to the product, the value of the product rises or falls with the absolute magnitude of that
capital-value, other conditions remaining equal. Assume, on the other hand, that, other circumst
remaining unchanged, the price of the same amount of labour-power rises from £100 to £150, o
conversely, that it falls from £100 to £50. In the first case, the cost-price rises from £500 to
400c+150v=£550, and falls in the second case from £500 to 400c+50v=£450. But in either case
commodity-value remains unchanged=£600; one time it is 400c+150v+50s, and the other time,
400c+50v+150s. The advanced variable capital does not add its own value to the product. The
its value is taken in the product rather by a new value created by labour. Therefore, a change in
absolute magnitude of the variable capital, so far as it expresses merely a change in the price ol
labour-power, does not in the least alter the absolute magnitude of the commodity-value, becau:
not alter anything in the absolute magnitude of the new value created by living labour-power. Su
change rather affects only the relative proportion of the two component parts of the new value, c
one forms surplus-value and the other makes good the variable capital and therefore passes int
cost-price of the commodity.

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

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

The capitalist mode of production differs from the mode of production based on slavery, among
things, by the fact that in it the value, and accordingly the price, of labour-power appears as the
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price, of labour itself, or as wages (Buch 1, Kap. XVII) [English edition: Ch. XIKd-}. The variable

part of the advanced capital, therefore, appears as capital expended in wages, as a capital-valu
pays for the value, and accordingly the price, of all the labour expended in production. Let us as
instance, that an average ten-hour social working-day is incorporated in a sum of money amoun
shillings. In that case the advance of a variable capital of £100 represents the money expressior
value produced in 33 ten-hour working-days. But this value, representing purchased labour-po
the capital advanced, does not, however, form a part of the actually functioning productive capit:
place in the process of production is taken by living labour-power. If, as in our illustration, the de
exploitation of the latter is 100%, then it is expended during6&&n-hour working-days, and thereb
adds to the product a new value of £200. But in the capital advanced the variable capital of £10(
as capital invested in wages, or as the price of labour performed during t@&ehour days. The sum
£100 divided by 6663 gives us 3 shillings as the price of a ten-hour working-day, which is equal i
value to the product of five hours' labour.

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

|. Capital advanced £500=£400 of capital expended in means of production (price of mear
of production)+£100 of capital expended in labour (price ofia&Gorking-days, or wages
for same).

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

In this formula, the portion of capital invested in labour-power differs from that invested in mean:
production, such as cotton or coal, only by serving as payment for a materially different element
production, but not by any means because it serves a functionally different purpose in the proce
creating commodity-value, and thereby also in the process of the self-expansion of capital. The |
the means of production reappears in the cost-price of the commaodities, just as it figured in the ¢
advanced, and it does so because these means of production have been purposively consumec
or wages, for the 66 working-days consumed in the production of these commodities likewise
reappears in the cost-price of the commodities just as it has figured in the capital advanced, and
because this amount of labour has been purposively expended. We see only finished and existir
-- the portions of the value of the advanced capital which go into the making of the value of the
product-but not the element creating new values. The distinction between constant and variable
has disappeared. The entire cost-price of £500 now has the double meaning that, first, it is that |
the commodity-value of £600 which replaces the capital of £500 expended in the production of t|
commodity; and that, secondly, this component of the commodity-value exists only because it e
previously as the cost-price of the elements of production employed, namely means of productic
labour, i.e., as advanced capital. The capital-value reappears as the cost-price of a commodity t
and in so far as, it has been expended as a capital-value.

The fact that the various components of the value of the advanced capital have been expended
materially different elements of production, namely for instruments of labour, raw materials, auxi
materials, and labour, requires only that the cost-price of the commodity must buy back these m
different elements of production. So far as the formation of the cost-price is concerned, however
one distinction is appreciable, namely that between fixed and circulating capital. In our example
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set down £20 for wear and tear of instruments of labour (400c=£20 for depreciation of instrumer
labour+£380 for materials of production). Before the productive process the value of these instrt
labour was, say, £1,200. After the commodities have been produced it exists in two forms, the £
of the value of the commodity, and 1,200-20, or £1,180, as the remaining value of the instrumen
labour which, as before, are in the possession of the capitalist; in other words, as an element of
productive, not of his commodity-capital. Materials of production and wages, as distinct from me
labour, are entirely consumed in the production of the commodity and thus their entire value goe
that of the produced commodity. We have seen how these various components of the advancec
assume the forms of fixed and circulating capital in relation to the turnover.

Accordingly, the capital advanced=£1,680: fixed capital=£1,200+circulating capital=£480 (=£38(
materials of production plus £100 in wages).

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

This difference between the cost-price of the commodity and the capital advanced merely prove
however, that the cost-price of the commodity is formed exclusively by the capital actually const
its production.

Means of production valued at £1,200 are employed in producing the commodity, but only £20 c
advanced capital-value are lost in production. Thus, the employed fixed capital goes only partial
the cost-price of the commodity, because it is only partially consumed in its production. The emg
circulating capital goes entirely into the cost-price of the commodity, because it is entirely consu
production. But does not this only prove that the consumed portions of the fixed and circulating «
pass uniformlypro ratato the magnitude of their values, into the cost-price of the commodity and
this component of the value of the commodity originates solely with the capital expended in its
production? If this were not so, it would be inexplicable why the advanced fixed capital of £1,20(
not, aside from the £20 which it loses in the productive process, also contribute the other £1,18C
does not lose.

This difference between fixed and circulating capital with reference to the calculation of the cost:
therefore, only confirms the seeming origination of the cost-price from the expended capital-valu
price paid by the capitalist himself for the expended elements of production, including labour. Or
other hand, so far as the formation of value is concerned, the variable portion of capital invested
labour-power is here emphatically identified under the head of circulating capital with constant c
(that part of capital which consists of materials of production), and this completes the mystificatic
self-expansion process of capitél.

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

We have already seen earlier that, though s, the surplus-value, springs merely from a change in
of the variable capital v and is, therefore, originally but an increment of variable capital, after the
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of production is over it nevertheless also forms an increment of c+v, the expended total capital.
formula c+(v+s), which indicates that s is produced through the conversion of a definite capital-v
advanced for labour-power into a fluctuating magnitude, i.e., of a constant magnitude into a vari
may also be represented as (c+v)+s. Before production took place we had a capital of £500. Aft
production is completed we have the capital of £500 plus a value increment of2100.

However, surplus-value forms an increment not only of the portion of the advanced capital whict
into the self-expansion process, but also of the portion which does not go into it. In other words,
accretion not only to the consumed capital made good out of the cost-price of the commaodity, bt
the capital invested in production. Before the production process we had a capital valued at £1,¢
namely £1,200 of fixed capital invested in means of production, only £20 of which go into the val
the commodity for wear and tear, plus £480 of circulating capital in materials of production and v
After the production process we have £1,180 as the constituent element of the value of the prod
capital plus a commodity-capital of £600. By adding these two sums of value we find that the ca|
now has a value of £1,780. After deducting his advanced total capital of £1,680 there remains a
increment of £100. The £100 of surplus-value thus form as much of an increment in relation to ti
invested £1,680 as to its fraction of £500 expended during production.

It is now clear to the capitalist that this increment of value springs from the productive processes
undertaken with the capital, that it therefore springs from the capital itself, because it is there aft
production process, while it is not there before it. As for the capital consumed in production, the
surplus-value seems to spring equally from all its different elements of value consisting of mean:
production and labour. For all these elements contribute equally to the formation of the cost-pric
them add their values, obtaining as advanced capital, to the value of the product, and are not
differentiated as constant and variable magnitudes of value. This becomes obvious if we assum
moment that all the expended capital consisted either exclusively of wages, or exclusively of the
the means of production. In the first case, we should then have the commodity-value of 500v+1(
instead of the commodity-value of 400c+100v+100s. The capital of £500 laid out in wages repre
value of all the labour expended in the production of the commodity-value of £600, and for just tl
reason forms the cost-price of the entire product. But the formation of this cost-price, whereby tr
of the expended capital is reproduced as a constituent part of the value of the product, is the onl
in the formation of this commodity-value that is known to us. We do not know how its surplus-va
portion of £100 is formed. The same is true in the second case, in which the commodity-value =
500c+100s. We know in both cases that surplus-value is derived from a given value, because th
was advanced in the form of productive capital, be it in the form of labour or of means of produc
the other hand, this advanced capital-value cannot form surplus-value for the reason that it has |
expended and therefore constitutes the cost-price of the commaodity. Precisely because it forms
cost-price of the commodity, it does not form any surplus-value, but merely an equivalent, a valt
replacing the expended capital. So far, therefore, as it forms surplus-value, it does so notin its s
capacity as expended, but rather as advanced, and hence utilised, capital. For this reason, the
surplus-value arises as much out of the portion of the advanced capital which goes into the cost
the commodity, as out of the portion which does not. In short, it arises equally out of the fixed an
circulating components of the utilised capital. The aggregate capital serves materially as the cre
products, the means of labour as well as the materials of production, and the labour. The total c:
materially enters into the actual labour-process, even though only a portion of it enters the proce
self-expansion. This is, perhaps, the very reason why it contributes only in part to the formation «
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cost-price, but totally to the formation of surplus-value. However that may be, the outcome is the
surplus-value springs simultaneously from all portions of the invested capital. This deduction ma
substantially abbreviated, by saying pointedly and concisely in the words of Malthus: "The capite
expectsan equal profit upon all the parts of the capital which he adva[g8jes."

In its assumed capacity of offspring of the aggregate advanced capital, surplus-value takes the «
form of profit. Hence, a certain value is capital when it is invested with a view to producing4irodit,

there is profit because a certain value was employed as capital. Suppose profit is p. Then the fo
C=c+v+s=k+s turns into the formula C=k+p, or ttedue of a commodityost-pricer profit.

The profit, such as it is represented here, is thus the same as surplus-value, only in a mystified {
IS nonetheless a necessary outgrowth of the capitalist mode of production. The genesis of the m
values that occurs in the course of the production process, must be transferred from the variable
of the capital to the total capital, because there is no apparent distinction between constant and
capital in the assumed formation of the cost-price. Because at one pole the price of labour-powe
assumes the transmuted form of wages, surplus-value appears at the opposite pole in the transi
of profit.

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

Hence, if a commodity is sold at its value, a profit is realised which is equal to the excess of its v
over its cost-price, and therefore equal to the entire surplus-value incorporated in the value of th
commodity. But the capitalist may sell a commodity at a profit even when he sells it below its val
long as its selling price is higher than its cost-price, though it may be lower than its value, a porti
the surplus-value incorporated in it is always realised, thus always yielding a profit. In our illustre
value of the commodity is £600, and the cost-price £500. If the commodity is sold at £510, 520, !
or 590, it is sold respectively £90, 80, 70, 40, or 10 below its value. Yet a profit of £10, 20, 30. 6(
respectively is realised in its sale. There is obviously an indefinite number of selling prices possi
between the value of a commodity and its cost-price. The greater the surplus-value element of tl
of a commodity, the greater the practical range of these intermediate prices.

This explains more than just the everyday phenomena of competition, such as certain cases of
underselling, abnormally low commodity-prices in certain lines of ind{S}retc. The fundamental le
of capitalist competition, which political economy had not hitherto grasped, the law which regula
general rate of profit and the so-called prices of production determined by it, rests, as we shall I
on this difference between the value and the cost-price of commaodities, and on the resulting pos
selling a commodity at a profit under its value.

The minimal limit of the selling price of a commodity is its cost-price. If it is sold under its cost-pr
the expended constituent elements of productive capital cannot be fully replaced out of the sellir
If this process continues, the value of the advanced capital disappears. From this point of view &
capitalist is inclined to regard the cost-price as theitmer value of the commodity, because it is the
price required for the bare conservation of his capital. But there is also this, that the cost-price o
commodity is the purchase price paid by the capitalist himself for its production, therefore the pu
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price determined by the production process itself. For this reason, the excess value, or the surpl
realised in the sale of a commodity appears to the capitalist as an excess of its selling price ove
instead of an excess of its value over its cost-price, so that accordingly the surplus-value incorpc
a commodity is not realised through its sale, but springs out of the sale itself. We have given this
closer consideration in Book | (Kap. IV, 2) [English edition: Ch. V, Ed] ("Contradictions in the
General Formula of Capital”), but revert here for a moment to the form in which it was reaffirmec
Torrens, among others, as an advance of political economy beyond Ricardo.

“The natural price, consisting of the cost of production, or, in other words, of the capital expende
raising or fabricating commodities, cannot include the profit.... The farmer, we will suppose, exps
hundred quarters of corn in cultivating his fields, and obtains in return one hundred and twenty ¢
In this case, twenty quarters, being the excess of produce above expenditure, constitute the farr
profit; but it would be absurd to call this excess, or profit, a part of the expenditures... The maste
manufacturer expends a certain quantity of raw material, of tools and implements of trade, and ¢
subsistence for labour, and obtains in return a quantity of finished work. This finished work must
a higher exchangeable value than the materials, tools, and subsistence, by the advance of whicl
obtained." Torrens concludes therefrom that the excess of the selling price over the cost-price, ¢
is derived from the fact that the consumers, "either by immediate or circuitous barter give some
portion of all the ingredients of capital than their production c¢éjs".

Indeed, the excess over a given magnitude cannot form a part of this magnitude, and therefore 1
the excess value of a commaodity over the capitalist's expenditures, cannot form a part of these

expenditures. Hence, if no other element than the value advance of the capitalist enters into the
of the value of a commodity, it is inexplicable how more value should come out of production the
into it, for something cannot come out of nothing. But Torrens only evades this creation out of nc
by transferring it from the sphere of commodity-production to that of commodity-circulation. Profi
cannot come out of production, says Torrens, for otherwise it would already be contained in the
production, and there would not be a surplus over this cost. Profit cannot come out of the exchal
commodities, replies Ramsay, unless it already existed before this exchange. The sum of the va
exchanged products is evidently not altered in the exchange of these products, whose sum of ve
Is the same before and after the exchange. It should be noted here that Malthus refers expressl
authority of Torreng/] although he himself has a different explanation for the sale of commoditie:

above their value, or rather has no explanation at all, since all arguments of this sort never, in ef
to be reduced to the same thing as the once-famed negative weight of phlogiston.

In a social order dominated by capitalist production even the non-capitalist producer is gripped k
capitalist conceptions. Balzac, who is generally remarkable for his profound grasp of reality, aptl
describes in his last novéles Paysandhow a petty peasant performs many small tasks gratuitousl
his usurer, whose goodwill he is eager to retain, and how he fancies that he does not give the la
something for nothing because his own labour does not cost him any cash outlay. As for the usL
thus fells two dogs with one stone. He saves the cash outlay for wages and enmeshes the peas
gradually ruined by depriving his own field of labour, deeper and deeper in the spider-web of ust

The thoughtless conception that the cost-price of a commodity constitutes its actual value, and t
surplus-value springs from selling the product above its value, so that commodities would be sol
value if their selling price were to equal their cost-price, i.e., if it were to equal the price of the co
means of production plus wages, has been heralded to the world as a newly discovered secret ¢
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socialism by Proudhon with his customary quasi-scientific chicanery. Indeed, this reduction of th
of commodities to their cost-price is the basis of his People's Bank. It was earlier shown that the
constituent elements of the value of a product may be represented in proportional parts of the pt
itself. For instance (Buch I, Kap. VI 1, 2, S. 211/203) [English edition: Ch. IX, 2, pp. 220E4] ¥
the value of 20 Ibs. of yarn is 30 shillings -- namely 24 shillings of means of production, 3 shilling
labour-power, and 3 shillings of surplus-value -- then this surplus-value may be represented as :
the product=2 Ibs. of yarn. Should these 20 Ibs. of yarn now be sold at their cost-price, at 27 shil
then the purchaser receives 2 Ibs. of yarn for nothing, or the article is sold 1/10 below its value. |
labourer has, as before, performed his surplus-labour, only this time for the purchaser of the yar
of the capitalist yarn producer. It would be altogether wrong to assume that if all commodities we
at their cost-price, the result would really be the same as if they had all been sold above their co
but at their value. For even if the value of the labour-power, the length of the working-day, and tt
degree of exploitation of labour were the same everywhere, the quantities of surplus-value cont:
the values of the various kinds of commodities would be unequal, depending on the different orc
composition of the capitals advanced for their produdén.

FOOTNOTES

[1] In Book | (Kap. VII, 3, S. 216/206 ff.) [English edition: Ch. IX, 3, 225 ffEel] we have given the
example of N. W. Senior to show what confusion this may create in the mind of the economist.

[2] "From what has gone before, we know that surplus-value is purely the result of a variation in
value of v, of that portion of the capital which is transformed into labour-power; consequently,
v+s=v+Av (or v plus an increment of v). But the fact that it is v alone that varies, and the conditio
that variation, are obscured by the circumstance that in consequence of the increase in the varie
component of the capital, there is also an increase in the sum total of the advanced capital. It we
originally £500, and becomes £590. " (Buch I, Kap. VI I, 1, S. 203/195.) [English edition: Ch. IX,
214. --Ed]

[3] Malthus,Principles of Political Economy2nd ed., London, 1836, p. 268.

[4] "Capital is that which is expended with a view to profit." Maltisfinitions in Political Economy
London, 1827, p. 86.

[5] Cf. Buch I. Kap. XVIII, 1, S. 571/561 ff. [English edition: Ch. XX, 1, p. 549 fEé]
[6] R. TorrensAn Essay on the Production of Wealtlondon, 1821, pp. 51-53, and 349.
[7] Malthus,Definitions in Political EconomyLondon, 1853, pp. 70, 71.

[8] "The masses of value and of surplus-value produced by different capitals -- the value of labo

being given and its degree of exploitation being equal -- vary directly as the amounts of the varie
constituents of these capitals, i.e., as their constituents transformed into living labour-power." (B
Kap. IX. S. 312/303.) [English edition: Ch. XI, pp. 306/307Ed]
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 2

The Rate of Profit

The general formula of capital is M -- C -- M'. In other words, a sum of value is thrown into circul
to extract a larger sum out of it. The process which produces this larger sum is capitalist produci
process that realises it is circulation of capital. The capitalist does not produce a commodity for i
sake, nor for the sake of its use-value, or his personal consumption. The product in which the ce
really interested is not the palpable product itself, but the excess value of the product over the vi
the capital consumed by it. The capitalist advances the total capital without regard to the differer
played by its components in the production of surplus-value. He advances all these components
uniformly, not just to reproduce the advanced capital, but rather to produce value in excess of it.
only way in which he can convert the value of his advanced variable capital into a greater value
exchanging it for living labour and exploiting living labour. But he cannot exploit this labour unles
makes a simultaneous advance of the conditions for performing this labour, namely means of lal
subjects of labour, machinery and raw materials, i.e., unless he converts a certain amount of val
possession into the form of conditions of production; for he is a capitalist and can undertake the
of exploiting labour only because, being the owner of the conditions of labour, he confronts the I
as the owner of only labour-power. As already shown in the first book [English edition: Vol. 1, pg
168-69. 714-16. -Ed/], it is precisely the fact that non-workers own the means of production whic
labourers into wage-workers and non-workers into capitalists.

The capitalist does not care whether it is considered that he advances constant capital to make
of his variable capital, or that he advances variable capital to enhance the value of the constant
that he invests money in wages to raise the value of his machinery and raw materials, or that he
money in machinery and raw materials to be able to exploit labour. Although it is only the variabl
portion of capital which creates surplus-value, it does so only if the other portions, the conditions
production, are likewise advanced. Seeing that the capitalist can exploit labour only by advancin
constant capital and that he can turn his constant capital to good account only by advancing var
capital, he lumps them all together in his imagination, and much more so since the actual rate ol
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IS not determined by its proportion to the variable, but to the total capital, not by the rate of surpl
but by the rate of profit. And the latter, as we shall see, may remain the same and yet express d
rates of surplus-value.

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

The value contained in a commodity is equal to the labour-time expended in its production, and
of this labour consists of paid and unpaid portions. But for the capitalist the costs of the commoc
consist only of that portion of the labour materialised in it for which he has paid. The surplus-lab«
contained in the commodity costs the capitalist nothing, although, like the paid portion, it costs tt
labourer his labour, and although it creates value and enters into the commodity as a value-crea
element quite like paid labour. The capitalist's profit is derived from the fact that he has somethir
for which he has paid nothing. The surplus-value, or profit, consists precisely in the excess value
commodity over its cost-price, i.e., the excess of the total labour embodied in the commodity ove
paid labour embodied in it. The surplus-value, whatever its origin, is thus a surplus over the advi
total capital. The proportion of this surplus to the total, capital is therefore expressed by the fract
in which C stands for total capital. We thus obtainrdte of profits/C=s/(c+v), as distinct from the ra
of surplus-value s/v.

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

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

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

Although the excess value of a commaodity over its cost-price is shaped in the immediate proces
production, it is realised only in the process of circulation, and appears all the more readily to ha
from the process of circulation, since in reality, under competition, in the actual market, it depent
market conditions whether or not and to what extent this surplus is realised. There is no need to
words at this point about the fact that if a commodity is sold above or below its value, there is mq
another kind of division of surplus-value, and that this different division, this changed proportion
which various persons share in the surplus-value, does not in any way alter either the magnitude
nature of that surplus-value. It is not alone the metamorphoses discussed by us in Book Il that t:
in the process of circulation; they fall in with actual competition, the sale and purchase of comm
above or below their value, so that the surplus-value realised by the individual capitalist depend:
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on the sharpness of his business wits as on the direct exploitation of labour.

In the process of circulation the time of circulation comes to exert its influence alongside the
working-time, thereby limiting the amount of surplus-value realisable within a given time span. S
other elements derived from circulation intrude decisively into the actual production process. The
process of production and the process of circulation intertwine and intermingle continually, and t
invariably adulterate their typical distinctive features. The production of surplus-value, and of val
general, receives new definition in the process of circulation, as previously shown. Capital passe
through the circuit of its metamorphoses. Finally, stepping beyond its inner organic life, so to say
enters into relations with outer life, into relations in which it is not capital and labour which confrc
another, but capital and capital in one case, and individuals, again simply as buyers and sellers,
other. The time of circulation and working-time cross paths and thus both seem to determine the
surplus-value. The original form in which capital and wage-labour confront one another is disgui:
through the intervention of relationships seemingly independent of it. Surplus-value itself does n
appear as the product of the appropriation of labour-time, but as an excess of the selling price o
commodities over their cost-price, the latter thus being easily represented as their actuaahalue (
intrinsEqué, while profit appears as an excess of the selling price of commodities over their imm
value.

True, the nature of surplus-value impresses itself constantly upon the consciousness of the capi
during the process of production, as his greed for the labour-time of others, etc., has revealed in
analysis of surplus-value. But: 1) The actual process of production is only a fleeting stage which
continually merges with the process of circulation, just as the latter merges with the former, so tf
process of production, the more or less clearly dawning notion of the source of the gain made in
the inkling of the nature of surplus-value, stands at best as a factor equally valid as the idea that
realised surplus originates in a movement that is independent of the production process, that it ¢
circulation, and that it belongs to capital irrespective of the latter's relation to labour. Even such 1
economists as Ramsay, Malthus, Senior, Torrens, etc., identify these phenomena of circulation «
proofs that capital in its bare material existence, independent of its social relation to labour whicl
capital of it, is, as it were, an independent source of surplus-value alongside labour and indepen
labour. 2) Under the item of expenses, which embrace wages as well as the price of raw materie
and tear of machinery, etc., the extortion of unpaid labour figures only as a saving in paying for ¢
which is included in expenses, only as a smaller payment for a certain quantity of labour, similar
saving when raw materials are bought more cheaply, or the depreciation of machinery decrease
way the extortion of surplus-labour loses its specific character. Its specific relationship to surplus
obscured. This is greatly furthered and facilitated, as shown in Book | (Abschn. VI) [English editi
VI, pp. 535-43. -Ed\], by representing the value of labour-power in the form of wages.

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

The way in which surplus-value is transformed into the form of profit by way of the rate of profit i
however, a further development of the inversion of subject and object that takes place already ir
process of production. In the latter, we have seen, the subjective productive forces of labour apy
productive forces of capital. [English edition: Vol. 1, pp. 332-3&d:} On the one hand, the value, o
the past labour, which dominates living labour, is incarnated in the capitalist. On the other hand,
labourer appears as bare material labour-power, as a commodity. Even in the simple relations o
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production this inverted relationship necessarily produces certain correspondingly inverted conc
a transposed consciousness which is further developed by the metamorphoses and modificatior
actual circulation process.

It is altogether erroneous, as a study of the Ricardian school shows, to try to identify the laws of
of profit with the laws of the rate of surplus-value, or vice versa. The capitalist naturally does not
difference between them. In the formula s/C the surplus-value is measured by the value of the tc
capital advanced for its production, of which a part was totally consumed in this production and i
was merely employed in it. In fact, the formula s/C expresses the degree of self-expansion of the
capital advanced, or, taken in conformity with inner conceptual connections and the nature of
surplus-value, it indicates the ratio of the amount of variation of variable capital to the magnitude
advanced total capital.

In itself, the magnitude of value of total capital has no inner relationship to the magnitude of
surplus-value, at least not directly. So far as its material elements are concerned, the total capite
the variable capital, that is, the constant capital, consists of the material requisites - the means c
and materials of labour - needed to materialise labour. It is necessary to have a certain quantity
and materials of labour for a specific quantity of labour to materialise in commaodities and thereb
produce value. A definite technical relation depending on the special nature of the labour appliet
established between the quantity of labour and the quantity of means of production to which this
IS to be applied. Hence there is also to that extent a definite relation between the quantity of
surplus-value, or surplus-labour, and the quantity of means of production. For instance, if the lak
necessary for the production of the wage amounts to a daily six hours, the labourer must work 1
to do six hours of surplus-labour, or produce a surplus-value of 100%. He uses up twice as muc
means of production in 12 hours as he does in six. Yet this is no reason for the surplus-value pr«
him in six hours to be directly related to the value of the means of production used up in those s
12 hours. This value is here altogether immaterial; it is only a matter of the technically required ¢
It does not matter whether the raw materials or means of labour are cheap or dear, as long as tr
the required use-value and are available in technically prescribed proportion to the labour to be .
If I know that x Ibs. of cotton are consumed in an hour of spinning and that they cost a shillings,
course, | also know that 12 hours' spinning consumes 12x Ibs. of cotton = 12 a shillings, and car
calculate the proportion of the surplus-value to the value of the 12 as well as to that of the six. B
relation of living labour to thealueof means of production obtains here only to the extent that a
shillings serve as a name for x Ibs. of cotton; because a definite quantity of cotton has a definite
and therefore, conversely, a definite price may also serve as an index for a definite quantity of c
long as the price of cotton does not change. If | know that the labourer must work 12 hours for ir
appropriate six hours of surplus-labour, that therefore | must have a 12-hour supply of cotton ree
use, and if | know the price of this quantity of cotton needed for 12 hours, then | have an indirect
between the price of cotton (as an index of the required quantity) and the surplus-value. But, cor
| can never conclude the quantity of the raw material that may be consumed in, say, one hour, a
six, of spinning from the price of the raw material. There is, then, no necessary inner relation bei
value of the constant capital, nor, therefore, between the value of the total capital (=c+v) and the
surplus-value.

If the rate of surplus-value is known and its magnitude given, the rate of profit expresses nothinc
what it actually is, namely a different way of measuring surplus-value, its measurement accordin
value of the total capital instead of the value of the portion of capital from which surplus-value di
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originates by way of its exchange for labour. But in reality (i.e., in the world of phenomena) the n
reversed. Surplus-value is given, but given as an excess of the selling price of the commodity o\
cost-price; and it remains a mystery where this surplus originated - from the exploitation of labot
process of production, or from outwitting the purchaser in the process of circulation, or from bott
is also given is the proportion of this surplus to the value of the total capital, or the rate of profit.
calculation of this excess of the selling price over the cost-price in relation to the value of the ad
total capital is very important and natural, because in effect it yields the ratio in which total capite
been expanded, i.e., the degree of its self-expansion. If we proceed from this rate of profit, we ci
therefore conclude the specific relations between the surplus and the portion of capital invested
We shall see in a subsequent chapter [K. Mangorien ber den MehrwerK. Marx/F. Engels\WWerke

Band 26, Teil 3, S. 25-28 . Ed.] what amusing somersaults Malthus makes when he tries in this v
get at the secret of the surplus-value and of its specific relation to the variable part of the capital
the rate of profit actually shows is rather a uniform relation of the surplus to equal portions of the
capital, which, from this point of view, does not show any inner difference at all, unless it be betv
fixed and circulating capital. And it shows this difference, too, only because the surplus is calcul:
two ways; namely, first, as a simple magnitude - as excess over the cost-price. In this, its initial,
entire circulating capital goes into the cost-price, while of the fixed capital only the wear and teat
into it. Second, the relation of this excess in value to the total value of the advanced capital. In tf
the value of the total fixed capital enters into the calculation, quite the same as the circulating ca
Therefore, the circulating capital goes in both times in the same way, while the fixed capital goe:
differently the first time, and in the same way as circulating capital the second time. Under the

circumstances the difference between fixed and circulating capital is the only one which obtrude

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

Although the rate of profit thus differs numerically from the rate of surplus-value, while surplus-vi
and profit are actually the same thing and numerically equal, profit is nevertheless a converted f
surplus-value, a form in which its origin and the secret of its existence are obscured and extingu
effect, profit is the form in which surplus-value presents itself to the view, and must initially be st
by analysis to disclose the latter. In surplus-value, the relation between capital and labour is laid
the relation of capital to profit, i.e., of capital to surplus-value that appears on the one hand as al
over the cost-price of commodities realised in the process of circulation and, on the other, as a <
more closely determined by its relation to the total captitalcapitalappearss a relation to itselfa
relation in which it, as the original sum of value, is distinguished from a new value which it genet
One is conscious that capital generates this new value by its movement in the processes of proc
and circulation. But the way in which this occurs is cloaked in mystery and appears to originate 1
hidden qualities inherent in capital itself.

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

In this part, the rate of profit is numerically different from the rate of surplus-value; while profit ar
surplus-value are treated as having the same numerical magnitude but only a different form. In t
part we shall see how the alienation goes further, and how profit represents a magnitude differin
numerically from surplus-value.
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 3

The Relation of the Rate of Profit to the Rate of
Surplus-Value

Here, as at the close of the preceding chapter, and generally in this entire first part, we presume
amount of profit falling to a given capital to be equal to the total amount of surplus-value produc
means of this capital during a certain period of circulation. We thus leave aside for the present ti
that, on the one hand, this surplus-value may be broken up into various sub-forms, such as intet
capital, ground-rent, taxes, etc., and that, on the other, it is not, as a rule, identical with profit as
appropriated by virtue of a general rate of profit, which will be discussed in the second part.

So far as the quantity of profit is assumed to be equal to that of surplus-value, its magnitude, an
the rate of profit, is determined by ratios of simple figures given or ascertainable in every individi
The analysis, therefore, first is carried on purely in the mathematical field.

We retain the designations used in Books | and Il. Total capital C consists of constant capital c ¢
variable capital v, and produces a surplus-value s. The ratio of this surplus-value to the advance
capital, or s/v, is called the rate of surplus-value and designated s'. Therefore s/v=s', and consec
s=s'v. If this surplus-value is related to the total capital instead of the variable capital, it is called
and the ratio of the surplus-value s to the total capital C, or s/C, is called the rate of profit, p'.
Accordingly,

S S

p mm——— T m-—
C c+v

Now, substituting for s its equivalent s'v, we find
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\Y; \Y;
p':SI"' :SI e
C c+v

which equation may also be expressed by the proportion
p's'=v:C;
the rate of profit is related to the rate of surplus-value as the variable capital is to the total capita

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

However, our analysis also considers a number of other factors which have a determining influe
the magnitude of c, v, and s, and must therefore be briefly examined.

First, thevalue of moneyWe may assume this to be constant throughout.

Second, theurnover. We shall leave this factor entirely out of consideration for the present, since
influence on the rate of profit will be treated specially in a later chapter. [Here we anticipate just «
point, that the formula p'= s' v/C is strictly correct onlydaeperiod of turnover of the variable capit:
But we may correct it for an annual turnover by substituting for the simple rate of surplus-value,

annual rate of surplus-value, s' n. In this, n is the number of turnovers of the variable capital witr
year. (Cf. Book II, Chapter XVI, 1) - F. E.]

Third, due consideration must be giverptoductivity of labouyrwhose influence on the rate of
surplus-value has been thoroughly discussed in Book | (Abschnitt IV). [English edition: Part IV. -
Productivity of labour may also exert a direct influence on the rate of profit, at least of an individt
capital, if, as has been demonstrated in Book | (Kap. X, S. 323/324 [=MEW 23, S.335/336]) [Enc
edition: Ch. XII, pp. 316-17. - Ed.] this individual capital operates with a higher than the average
productivity and produces commodities at a lower value than their average social value, thereby
an extra profit. However, this case will not be considered for the present, since in this part of the
also proceed from the premise that commodities are produced under normal social conditions ai
sold at their values. Hence, we assume in each case that the productivity of labour remains con:
effect, the value-composition of a capital invested in a branch of industry, that is, a certain propc
between the variable and constant capital, always expresses a definite degree of labour product
soon, therefore, as this proportion is altered by means other than a mere change in the value of
material elements of the constant capital, or a change in wages, the productivity of labour must |
undergo a corresponding change, and we shall often enough see, for this reason, that changes
factors c, v, and s also imply changes in the productivity of labour.

The same applies to the three remaining factortetigth of the working-day, intensity of labpand
wages Their influence on the quantity and rate of surplus-value has been exhaustively discusset
| [English edition: Vol. 1, pp. 519-30. - Ed.] It will be understood, therefore, that notwithstanding
assumption, which we make for the sake of simplicity, that these three factors remain constant,
changes that occur in v and s may nevertheless imply changes in the magnitude of these, their
determining elements. In this respect we must briefly recall that the wage influences the quantity
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surplus-value and the rate of surplus-value in inverse proportion to the length of the working-day
intensity of labour; that an increase in wages reduces the surplus-value, while a lengthening of t
working-day and an increase in the intensity of labour add to it.

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

80c+20v+20s; s'=100%, p'=20%.

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

80c+20v+40s; s'=200%, p'=40%.

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

80c+20v+28s; s'=238%, p'=28:92=32F%.

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

This indicates that changes in the working-day, intensity of labour and wages cannot take place
simultaneous change in v and s and their ratio, and therefore also p', which is the ratio of s to tht
capital c+v. And it is also evident that changes in the ratio of s to v also imply corresponding che
at least one of the three above-mentioned labour conditions.

Precisely this reveals the specific organic relationship of variable capital to the movement of the
capital and to its self-expansion, and also its difference from constant capital. So far as generati
value is concerned, the constant capital is important only for the value it has. And it is immateria
generation of value whether a constant capital of &pound;1,500 represents 1,500 tons of iron at,
&pound;1, or 500 tons of iron at &pound;3. The quantity of actual material, in which the value of
constant capital is incorporated, is altogether irrelevant to the formation of value and the rate of |
which varies inversely to this value no matter what the ratio of the increase or decrease of the v:
constant capital to the mass of material use-value which it represents.

It is different with variable capital. It is not the value it has, not the labour incorporated in it, that 1
at this point, but this value as a mere index of the total labour that it sets in motion and which is |
expressed in it - the total labour, whose difference from the labour expressed in that value, henc
labour, i.e., that portion of the total labour which produces surplus-value, is all the greater, the le
Is contained in that value itself. Suppose, a ten-hour working-day is equal to ten shillings=ten mz
the labour necessary to replace the wages, and thus the variable capital=5 hours=5 shillings, the
surplus-labour=5 hours and the surplus-value=5 shillings. Should the necessary labour=4 hours
shillings, then the surplus-labour = 6 hours and the surplus-value=6 shillings.
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Hence, as soon as the value of the variable capital ceases to be an index of the quantity of labo!
motion by it, and, moreover, the measure of this index is altered, the rate of surplus-value will cr
the opposite direction and inversely.

Let us now go on to apply the above-mentioned equation of the rate of profit, p' =s' v/C , to the v
possible cases. We shall successively change the value of the individual factors of s' v/C and de
the effect of these changes on the rate of profit. In this way we shall obtain different series of ca:
which we may regard either as successive altered conditions of operation for one and the same
as different capitals existing side by side and introduced for the sake of comparison, taken, as it
from different branches of industry or different countries. In cases, therefore, where the concepti
some of our examples as successive conditions for one and the same capital appears to be forc
impracticable, this objection falls away the moment they are regarded as comparisons of indepe
capitals.

Hence, we now separate the product s'v/C into its two factors s' and v/C. At first we shall treat s'
constant and analyse the effect of the possible variations of v/C. After that we shall treat the frac
as constant and let s' pass through its possible variations. Finally we shall treat all factors as var
magnitudes and thereby exhaust all the cases from which laws concerning the rate of profit may
derived.

[. ¢' constant, v/C variable

This case, which embraces a number of subordinate cases, may be covered by a general formu
two capitals, C and Cwith their respective variable components, v anawth a common rate of
surplus-value, s', and rates of profit p' andThen:

Vv V1
p'=s'--- p1'=s'---
C C

Now let us make a proportion of C and @nd of v and & For instance, let the value of the fraction
C1/C=E, and that of Mv=e. Then C=EC, and ¥=ev. Substituting in the above equation these values
p1, C1 and \, we obtain

ev
pr'=s'---
EC

Again, we may derive a second formula from the above two equations by transforming them intc
proportion:

V Vvl Vv v
N
C C1 C C

Since the value of a fraction is not changed if we multiply or divide its numerator and denominat
the same number, we may reduce v/C a@ito percentages, that is, we may make C anioth =
100. Then we have v/C=v/100 andGxr = vi/100, and may then drop the denominators in the abov¢
proportion, obtaining:
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p':pr'=v:vi, or:

Taking any two capitals operating with the same rate of surplus-value, the rates of profit are to e
as the variable portions of the capitals calculated as percentages of their respective total capital:

These two formulas embrace all the possible variations of v/C.

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

15,000 C=12,000c+3,000v (+3,0005)
100 C=80c+20v (+20s).
In either case the rate of surplus-value s'=100%, and the rate of profit=20%.
The same is true when we compare two capitals, say, the foregoing capital with another, such a
12,000 C=10,800c+1,200v (+1,200s)
100 C=90c+10v (+10s).

in both of which s'=100%, p'=10%, and in which the comparison with the foregoing capital is cle:
percentage form.

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

80c+20v+20s
assumes the form of percentages:
90c+10v+10s,

we cannot tell whether the changed composition in percentages, 90v+10c, is due to an absolute
of v or an absolute increase of c, or to both. We would need the absolute magnitudes in figures !
ascertain this. In the analysis of the following individual cases of variation, however, everything «
on how these changes have come about; whether 80v+20c changed into 90c+10v through an in
the constant capital without any change in the variable capital, for instance through 12,000¢+3,0
changing into 27,000c+3,000v (corresponding to a percentage of 90c+10v); or whether they tool
form through a reduction of the variable capital, with the constant capital remaining unchanged,
through a change into 12,000c+1,338(also corresponding to a percentage of 90c+10v); or, lastly
whether both of the terms changed into 13,500c+1,500v (corresponding once more to a percent
90c+10v). But it is precisely these cases which we shall have to successively analyse, and in so
dispense with the convenient form of percentages, or at least employ these only as a secondary
alternative.
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1) s' and C constant, v variable.

If v changes in magnitude, C can remain unaltered only if c, the other component of C, that is, tr
constant capital, changes by the same amount as v, but in the opposite direction.

If C originally =80c+20v=100, and if v is then reduced to 10, then C can =100 only if ¢ is increas
90; 90c+10v=100. Generally speaking, if v is transformed into v &plusmn; d, into v increased or
decreased by d, then ¢ must be transformed into ¢ +&macr; d, into ¢ varying by the same amour
the opposite direction, so that the conditions of the present case are satisfied.

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

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

Y
p'=s'---,

C
still another equation through the variation of v:

Vi
p=s'---,
C

in which v has becomeaand p', the resultant changed rate of profit, is to be found.

It is determined by the following proportion:

v vl
ppi'=s'---:S'---=v:iw
C C

Or: with the rate of surplus-value and total capital remaining the same, the original rate of profit i
new rate of profit produced by a change in the variable capital as the original variable capital is t
changed variable capital.

If the original capital was, as above:
l. 15,000 C=12,000c+3,000v (+3,000s), and if it is now:

lI. 15,000 C=13,000c+2,000v (+2,000s), then C=15,000 and s'=100% in either case, and the rat
of I, 20%, is to that of Il, 1i&%, as the variable capital of I, 3,000, is to that of Il, 2,000, i. e., 20198
%=3,000:2,000.

Now, the variable capital may either rise or fall. Let us first take an example in which it rises. Let
certain capital be originally constituted and employed as follows:

l. 100c+20v+16, C=120, s'=50%, p'28%.

Now let the variable capital rise to 30. In that case, according to our assumption, the constant ce
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must fall from 100 to 90 so that total capital remains unchanged at 120. The rate of surplus-valu
remaining constant at 50%, the surplus-value produced will then rise from 10 to 15. We shall the

Il. 90c+30v+15s; C=120, s'=50%, p'=124%.

Let us first proceed from the assumption that wages remain unchanged. Then the other factors «
of surplus-value, i.e., the working-day and the intensity of labour, must also remain unchanged.

event the rise of v (from 20 to 30) can signify only that another half as many labourers are emplc
Then the total value produced also rises one-half, from 30 to 45, and is distributed, just asdfefor:
wages andss for surplus-value. But at the same time, with the increase in the number of labourer:
constant capital, the value of the means of production, has fallen from 100 to 90. We have, then
decreasing productivity of labour combined with a simultaneous shrinkage of constant capital. Is
case economically possible?

In agriculture and the extractive industries, in which a decrease in labour productivity and, therei
increase in the number of employed labourers is quite comprehensible, this process is on the be
within the scope of capitalist production attended by an increase, instead of a decrease, of cons
capital. Even if the above fall of c were due merely to a fall in prices, an individual capital would
to accomplish the transition from | to Il only under very exceptional circumstances. But in the ca:
two independent capitals invested in different countries, or in different branches of agriculture or
extractive industry, it would be nothing out of the ordinary if in one of the cases more labourers (
therefore more variable capital) were employed and worked with less valuable or scantier mean:
production than in the other case.

But let us drop the assumption that the wage remains the same, and let us explain the rise of the
capital from 20 to 30 through a rise of wages by one-half. Then we shall have an entirely differet
The same number of labourers - say, twenty - continue to work with the same or only slightly rec
means of production. If the working-day remains unchanged - say, 10 hours - then the total valu
produced also remains unchanged. It was and remains=30. But all of this 30 is now required to |
good the advanced variable capital of 30; the surplus-value would disappear. We have assumec
however, that the rate of surplus-value should remain constant, that is, the same as in |, at 50%.
possible only if the working-day is prolonged by one-half to 15 hours. Then the 20 labourers wol
produce a total value of 45 in 15 hours, and all conditions would be satisfied:

II. 90c+30v+15s; C=120, s'=50%, p'=1/2%.

In this case, the 20 labourers do not require any more means of labour, tools, machines, etc., th
l. Only the raw materials or auxiliary materials would have to be increased by one-half. In the ev
fall in the prices of these materials, the transition from | to Il might be more possible economicall
for an individual capital in keeping with our assumption. And the capitalist would be somewhat

compensated by increased profits for any loss incurred through the depreciation of his constant

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

[I. 90c+30v+15s, then changes into
l. 100c+20v+10s, and it is evident that this transposition does not in the least alter any of the cor
regulating the respective rates of profit and their mutual relation.
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If v falls from 30 to 20 because fewer labourers are employed with the growing constant capital,
we have before us the normal case of modern industry, namely, an increasing productivity of lak
the operation of a larger quantity of means of production by fewer labourers. That this movemen
necessarily connected with a simultaneous drop in the rate of profit will be developed in the thirc
this book.

If, on the other hand, v falls from 30 to 20, because the same number of labourers is employed ¢
wages, the total value produced would, with the working-day unchanged, as before=30v+15s=4!
fell to 20, the surplus-value would rise to 25, the rate of surplus-value from 50% to 125%, which
be contrary to our assumption. To comply with the conditions of our case, the surplus-value, witl
at 50%, must rather fall to 10, and the total value produced must, therefore, fall from 45 to 30, at
possible only if the working-day is reduced by one-third. Then, as before, we have:

100c+20v+10s; s'=50%, p's&o.

It need hardly be said that this reduction of the working-time, in the case of a fall in wages, wouli
occur in practice. But that is immaterial. The rate of profit is a function of several variable magnit
and if we wish to know how these variables influence the rate of profit, we must analyse the indi
effect of each in turn, regardless of whether such an isolated effect is economically practicable v
and the same capital.

2) s' constant, v variable, C changes through the variation of v.

This case differs from the preceding one only in degree. Instead of decreasing or increasing by
as v increases or decreases, ¢, remains constant. Under present-day conditions in the major inc
agriculture the variable capital is only a relatively small part of the total capital. For this reason, i
increase or decrease, so far as either is due to changes in the variable capital, are likewise relat
small.

Let us again proceed with a capital:
l. 100c+20v+10s; C=120, s'=50%, pir®o.
which would then change, say, into:
[I. 100c+30v+15s; C=130, s'=50%, p'=4Pn0.

The opposite case, in which the variable capital decreases, would again be illustrated by the rev
transition from Il to |.

The economic conditions would be essentially the same as in the preceding case, and therefore
not be discussed again. The transition from | to Il implies a decrease in the productivity of laboul
one-half; for Il the utilisation of 100, requires an increase of labour by one-half over that of I. Thi:
may occur in agriculturg9]

But while the total capital remains constant in the preceding case, owing to the conversion of co
into variable capital, or vice versa, there is in this case a tie-up of additional capital if the variable
increases, and a release of previously employed capital if the variable capital decreases.

3) s' and v constant, ¢ and therefore C variable.
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In this case the equation changes from:

v vl
p'=s'---into p'=s'--- ,
C C1

and after reducing the same factors on both sides, we have:
pi:p' = C:G;

with the same rate of surplus-value and equal variable capitals, the rates of profit are inversely
proportional to the total capitals.

Should we, for example, have three capitals, or three different conditions of the same capital:
l. 80c+20v+20s; C=100, s'=100%, p'=20%;
[I. 100c+20v+20s; C=120, s'=100%, p'z4%;
lll. 60c+20v+20s; C=80, s'=100%, p'=25%.
Then we obtain the proportions:
20%:16/3%=120:100 and 20%:25%=80:100.

The previously given general formula for variations of v/C with a constant s' was:

ev \Y;
Pi'=s'--- : now it becomes: Zs' --- |
EC EC

since v does not change, the factor#é=ybecomes=1.

Since s'v=s, the quantity of surplus-value, and since both s' and v remain constant, it follows tha
not affected by any variation of C. The amount of surplus-value is the same after the change as
before it.

If c were to fall to zero, p' would=s', i.e., the rate of profit would equal the rate of surplus-value.

The alteration of c may be due either to a mere change in the value of the material elements of
capital, or to a change in the technical composition of the total capital, that is, a change in the
productivity of labour in the given branch of industry. In the latter case, the productivity of social
mounting due to the development of modern industry and large-scale agriculture would bring ab
transition (in the above illustration) in the sequence from Ill to | and from | to II. A quantity of labc
which is paid with 20 and produces a value of 40 would first utilise means of labour to a value of
productivity mounted and the value remained the same, the used up means of labour would rise
80, and then to 100. An inversion of this sequence would imply a decrease in productivity. The s
guantity of labour would put a smaller quantity of means of production into motion and the opera
would be curtailed, as may occur in agriculture, mining, etc.

A saving in constant capital increases the rate of profit on the one hand, and, on the other, sets
capital, for which reason it is of importance to the capitalist. We shall make a closer study of this
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likewise of the influence of a change in the prices of the elements of constant capital, particularl
materials, at a later point. [Present edition: Ch. V, VI. - Ed.]

It is again evident here that a variation of the constant capital equally affects the rate of profit, re
of whether this variation is due to an increase or decrease of the material elements of ¢, or mere
change in their value.

4) s' constant, v, c and C all variable.

In this case, the general formula for the changed rate of profit, given at the outset, remains in for

\)
Pr=s’--- .
EC

It follows from this that with the rate of surplus-value remaining the same:

a) The rate of profit falls if E is greater than e, that is, if the constant capital is augmented to sucl
extent that the total capital grows at a faster rate than the variable capital. If a capital 082320
changes into 170c+30v+30s, then s' remains=100%, but v/C falls from 20/100 to 30/100, in spite
fact that both v and C have grown, and the rate of profit falls correspondingly from 20% to 15%.

b) The rate of profit remains unchanged only if e=E, that is, if the fraction v/C retains the same v
spite of a seeming change, i.e., if its numerator and denominator are multiplied or divided by the
factor. The capitals 80c+20v+20s and 160c+40v+40s obviously have the same rate of profit of 2
because s' remains=100% and v/C=20/100=40/200 represents the same value in both example:

c) The rate of profit rises when e is greater than E, that is, when the variable capital grows at a f:
than the total capital. If 80c+20v+20s turns into 120c+40v+40s, the rate of profit rises from 20%
because with an unchanged s' v/C=20/100 rises to 40/160, or/41toma.

If the changes of v and C are in the same direction, we may view this change of magnitude as tr
a certain extent, both of them varied in the same proportion, so that v/C remained unchanged uy
point. Beyond this point, only one of them would vary, and we shall have thereby reduced this
complicated case to one of the preceding simpler ones.

Should, for instance, 80c+20v+20s become 100c+30v+30s, then the proportion of v to ¢, and als
remains the same in this variation up to: 100c+25v+25s. Up to that point, therefore, the rate of p
likewise remains unchanged. We may then take 100c+25v+25s as our point of departure; we fin
increased by 5 to become 30v, so that C rose from 125 to 130, thus giving us the second case, '
simple variation of v and the consequent variation of C. The rate of profit, which was originally 2!
rises through this addition of 5v to283%, provided the rate of surplus-value remains the same.

The same reduction to a simpler case can also take place if v and C change their magnitudes in
directions. For instance, let us again start with 80c+20v+20s, and let this become: 110c+10v+1C
case, with the change going as far as 40c+10v+10s, the rate of profit would remain the same 20
adding 70c to this intermediate form, it will drop te®. Thus, we have again reduced the case to i
instance of change of one variable, namely of c.

Simultaneous variation of v, ¢, and C, does not, therefore, offer any new aspects and in the final
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leads back to a case in which only one factor is a variable.

Even the sole remaining case has actually been exhausted, namely that in which v and C remaii
numerically the same, while their material elements undergo a change of value, so that v stands
changed quantity of labour put in motion and c for a changed quantity of means of production pt
motion.

In 80c+20v+20s, let 20v originally represent the wages of 20 labourers working 10 hours daily. 1
the wages of each rise from 1 ta4l In that case the 20v will pay only 16 labourers instead of 20. E
20 labourers produce a value of 40 in 200 working-hours, 16 labourers working 10 hours daily w
160 working-hours produce a value of only 32. After deducting 20, for wages, only 12 of the 32\
then remain for surplus-value. The rate of surplus-value would have fallen from 100% to 60%. B
we have assumed the rate of surplus-value to be constant, the working-day would have to be pr
by one-quarter, from 10 to 122 hours. If 20 labourers working 10 hours daily=200 working-hours
produce a value of 40, then 16 labourers working/2Bours daily=200 hours will produce the same
value, and the capital of 80c+20v would as before yield the same surplus-value of 20.

Conversely, if wages were to fall to such an extent that 20v would represent the wages of 30 lak
then s would remain constant only if the working-day were reduced from 1 twoéirs. For 20x10=3
&times; 62/3=200 working-hours.

We have already in the main discussed to what extent ¢ may in these divergent examples remai
unchanged in terms of value expressed in money and yet represent different quantities of mean:
production changed in accordance with changing conditions. In its pure form this case would be
only by way of an exception.

As for a change in the value of the elements of ¢ which increases or decreases their mass but le
sum of the value of ¢ unchanged, it does not affect either the rate of profit or the rate of surplus-
long as it does not lead to a change in the magnitude of v.

We have herewith exhausted all the possible cases of variation of v, ¢, and C in our equation. W
seen that the rate of profit may fall, remain unchanged, or rise, while the rate of surplus-value re
the same, with the least change in the proportion of v to ¢ or to C, being sufficient to change the
profit as well.

We have seen, furthermore, that in variations of v there is a certain limit everywhere beyond whi
economically impossible for s' to remain constant. Since every one-sided variation of ¢ must alst
certain limit where v can no longer remain unchanged, we find that there are limits for every pos
variation of v/C, beyond which s' must likewise become variable. In the variations of s' which we
now discuss, this interaction of the different variables of our equation will stand out still clearer.

Il. s' variable

We obtain a general formula for the rates of profit with different rates of surplus-value, no matter
whether v/C remains constant or not, by converting the equation:

Vv
p'=s'---
C
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into
Vi
pr'=s'---,
C1

in which p', s', vi and G denote the changed values of p', s', v and C. Then we have:

Y, vl
ppt'=s'---:9s'---,
C C1
and hence:
s’ vi C
p1'=--- X --- X --- X p".
s v C1

1) s' variable, v/C constant.

In this case we have the equations:

\Y \
pl:SI___ , pllzsu___ ’
C C

in both of which v/C is equal. Therefore:
p|:F):I-l=SI:S-I
The rates of profit of two capitals of the same composition are to each other as the two correspc

rates of surplus-value. Since in the fraction v/C it is not a question of the absolute magnitudes oi
but only of their ratio, this applies to all capitals of equal composition whatever their absolute ma

80c+20v+20s; C=100, s'=100%, p'=20%
160c+40v+20s; C=200, s'=50%, p'=10%
100%:50%=20%:10%.

If the absolute magnitudes of v and C are the same in both cases, the rates of profit are moreov
related to one another as the amounts of surplus-value:

pp'=s'v:e'v=s:g.
For instance:
80c+20v+2@; s'=100%, p'=20%
80c+20v+1@; s'=50%, p'=10%
20% : 10%=100 &times; 20 : 50 &times; 20=20s : 10s.

It is now clear that with capitals of equal absolute or percentage composition the rate of surplus-
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can differ only if either the wages, or the length of the working-day, or the intensity of labour, diff
the following three cases:

l. 80c+20v+10s; s'=50%, p'=10%
[I. 80c+20v+20s; s'=100%, p'=20%
l1l. 80c+20v+40s; s'=200%, p'=40%

the total value produced in | is 30 (20v+10s); in Il it is 40; in 1l it is 60. This may come about in tl
different ways.

First, if the wages are different, and 20v stands for a different number of labourers in every indiv
case. Suppose capital | employs 15 labourers 10 hours daily at a wage of &paundid produce a
value of &pound;30, of which &pound;20 replace the wages and &pound;10 are surplus-value. I
fall to &pound;1, then 20 labourers may be employed for 10 hours; they will produce a value of
&pound;40, of which &pound;20 will replace the wages and &pound;20 will be surplus-value. Sh
wages fall still more, to &poungk;, thirty labourers may be employed for 10 hours. They will produ
value of &pound;60, of which &pound;20 will be deducted for wages and &pound;40 will represe
surplus-value.

This case - a constant composition of capital in per cent, a constant working-day and constant ir
labour, and the rate of surplus-value varying because of variation in wages - is the only one in w
Ricardo's assumption is correct: "Profit would be high or Exagctly in proportioras wages were low
or high." Principles Ch. I, Sect. lll, p. 18 of thé&/orksof D. Ricardo, ed. by MacCulloch, 1852.)

Or secondif the intensity of labour varies. In that case, say, 20 labourers working 10 hours daily
the same means of production produce 30 pieces of a certain commodity in I, 40 in Il, and 60 in
which every piece, aside from the value of the means of production incorporated in it, represent:
value of &pound;1. Since every 20 pieces=&pound;20 make good the wages, there remain 10

pieces=&pound;10 for surplus-value in |, 20 pieces=&pound;20 in Il, and 40 pieces=&pound;40

Or third, the working-day differs in length. If 20 labourers work with the same intensity for 9 hour.
12 hours in I, and 18 hours in I, their total products, 30 : 40 : 60 vary as 9 : 12 : 18. And since
wages=20 in every case, 10, 20, and 40 respectively again remain as surplus-value.

A rise or fall in wages, therefore, influences the rate of surplus-value inversely, and a rise or fall
intensity of labour, and a lengthening or shortening of the working-day, act the same way on the
surplus-value and thereby, with v/C constant, on the rate of profit.

2) s' and v variable, C constant.

The following proportion applies in this case:

% V1
pp' =8--:8"---=s'v:d'vi=ss.
C C

The rates of profit are related to one another as the respective amounts of surplus-value.

Changes in the rate of surplus-value with the variable capital remaining constant meant a chang
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magnitude and distribution of the produced value. A simultaneous variation of v and s' also alwa
implies a different distribution, but not always a change in the magnitude of the produced value.
cases are possible:

a) Variation of v and s' takes place in opposite directions, but by the same amount; for instance:
80c+20v+10s; s'=50%, p'=10%
90c+10v+20s; s'=200%, p'=20%

The produced value is equal in both cases, hence also the quantity of labour performed;
20v+10s=10v+20s = 30. The only difference is that in the first case 20 is paid out for wages and
remains as surplus-value, while in the second case wages are only 10 and surplus-value is ther:
This is the only case in which the number of labourers, the intensity of labour, and the length of
working-day remain unchanged, while v and s' vary simultaneously.

b) Variation of s' and v also takes place in opposite directions, but not by the same amount. In tf
the variation of either v or s' outweighs the other.

l. 80c+20v+20s; s'=100%, p'=20%
ll. 72¢c+28v+20s; s'=A%, p'=20%
[1l. 84c+16v+20s; s'=125%, p'=20%.

Capital | pays for produced value amounting to 40 with 20v, Il a value of 48 with 28v, and Ill a v
36 with 16v. Both the produced value and the wages have changed. But a change in the produc
means a change in the amount of labour performed, hence a change either in the number of lab
hours of labour, the intensity of labour, or in more than one of these.

c) Variation of s' and v takes place in the same direction. In that case the one intensifies the effe
other.

90c+10v+16; s'=100%, p'=10%
80c+20v+3@; s'=150%, p'=30%
92c+8v +6; s'=75%, p'=6%.

Here too the three values produced are different, namely 20, 50, and 14. And this difference in t|
magnitude of the respective quantities of labour reduces itself once more to a difference in the n
labourers, the hours of labour, and the intensity of labour, or several or all of these factors.

3)s', vand C variable.

This case offers no new aspects and is solved by the general formula given under Il, in which s'
variable.

The effect of a change in the magnitude, of the rate of surplus-value on the rate of profit hence
following cases:
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1) p' increases or decreases in the same proportion as s' if v/C remains constant.
80c+20v+20s; s'=100%, p'=20%
80c+20v+10s; s'=50%, p'=10%
100%:50%=20%:10%.

2) p' rises or falls at a faster rate than s' if v/C moves in the same direction as s', that is, if it incre
decreases when s' increases or decreases.

80c+20v+10s; s'=50%, p'=10%
70c+30v+20s; s'=66%, p'=10%
50%:66/:% < 10%:20%.
3) p' rises or falls at a slower rate than s' if v/C changes inversely to s', but at a slower rate.
80c+20v+10s; s'=50%, p'=10%
90c+10v+15s; s'=150%, p'=15%
50%:150% > 10%:15%.
4) p' rises while s’ falls, or falls while s’ rises if v/C changes inversely to, and at, a faster rate thai
80c+20v+20s; s'=100%, p'=20%
90c+10v+15s; s'=150%, p'=15%.
s' has risen from 100% to 150%, p' has fallen from 20% to 15%.

5) Finally, p' remains constant whereas s' rises or falls, while v/C changes inversely to, but in ex
same proportion as, s'.

It is only this last case which still requires some explanation. We have observed earlier in the va
of v/C that one and the same rate of surplus-value may be expressed in very much different rate
profit. Now we see that one and the same rate of profit may be based on very much different rat
surplus-value. But while any change in the proportion of v to C is sufficient to produce a differen:
rate of profit so long as s is constant, a change in the magnitude of s must lead to a correspondi
change of v/C in order that the rate of profit remain the same. In the case of one and the same ¢
in that of two capitals in one and the same country this is possible but in exceptional cases. Assi
example, that we have a capital of

80c+20v+20s; C=100, s'=100%, p'=20%;

and let us suppose that wages fall to such an extent that the same number of labourers is obtair
16v instead of 20v. Then, other things being equal, and 4v being released, we shall have:

80c+16v+24s; C=96, s'=150%, p'=25%.

In order that p' may now=20% as before, the total capital would have to increase to 120, the con
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capital therefore rising to 104:
104c+16v+24s; C=120, s'=150%, p'=20%.

This would only be possible if the fall in wages were attended simultaneously by a change in the
productivity of labour which required such a change in the composition of capital. Or, if the value
money of the constant capital increased from 80 to 104. In short, it would require an accidental
coincidence of conditions such as occurs in exceptional cases. In fact, a variation of s' that does
for the simultaneous variation of v, and thus of v/C, is conceivable only under very definite condi
namely in such branches of industry in which only fixed capital and labour are employed, while t
materials of labour are supplied by Nature.

But this is not so when the rates of profit of two different countries are compared. For in that cas
same rate of profit is, in effect, based largely on different rates of surplus-value.

It follows from all of these five cases, therefore, that a rising rate of profit may correspond to a fa
rising rate of surplus-value, a falling rate of profit to a rising or falling rate of surplus-value, and a
constant rate of profit to a rising or falling rate of surplus-value. And we have seen in | that a risii
falling, or constant rate of profit may also accord with a constant rate of surplus-value.

The rate of profit, therefore, depends on two main factors - the rate of surplus-value and the
value-composition of capital. The effects of these two factors may be briefly summed up as follo
giving the composition in per cent, for it is immaterial which of the two portions of the capital cau
variation:

The rates of profit of two different capitals, or of one and the same capital in two successive diffe
conditions,

are equal
1) if the per cent composition of the capitals is the same and their rates of surplus-value are equ

2) if their per cent composition is not the same, and the rates of surplus-value are unequal, prov
products of the rates of surplus-value by the percentages of the variable portions of capitals (s' k
the same, i.e., if theasse®f surplus-value (s=s'v) calculated in per cent of the total capital are ec
other words, if the factors s' and v are inversely proportional to one another in both cases.

They are unequal

1) if the per cent composition is equal and the rates of surplus-value are unequal, in which case
related as the rates of surplus-value;

2) if the rates of surplus-value are the same and the per cent composition is unequal, in which ¢
are related as the variable portions of the capitals;

3) if the rates of surplus-value are unequal and the per cent composition not the same, in which
are related as the products s'v, i.e., as the quantities of surplus-value calculated in per cent of th

capital.[10]
Y
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FOOTNOTES

[9] The manuscript has the following note at this point: "Investigate later in what manner this cas
connected with ground-rent?. E.

[10] The manuscript contains also very detailed calculations of the difference between the rate ¢

surplus-value and the rate of profit (s'-p'), which has very interesting peculiarities, and whose mc
indicates where the two rates draw apart or approach one another. These movements may also
represented by curves. | am not reproducing this material, because it is of less importance to the
immediate purposes of this work, and because it is enough here to call attention to this fact for r
who wish to pursue this point further-E.

Transcribed for the Internet by Hinrich Kuhls
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 4

The Effect of the Turnover on the Rate of Profit

[The effect of the turnover on the production of surplus-value, and consequently of profit, has be
discussed in Book II. Briefly summarised it signifies that owing to the time span required for turn
not all the capital can be employed all at once in production; some of the capital always lies idle,
the form of money-capital, of raw material supplies, of finished but still unsold commodity-capital
outstanding claims; that the capital in active production, i.e., in the production and appropriation
surplus-value, is always short by this amount, and that the produced and appropriated surplus-v
always curtailed to the same extent. The shorter the period of turnover, the smaller this idle port
capital as compared with the whole, and the larger, therefore, the appropriated surplus-value, pr
other conditions remain the same.

It has already been shown in detail in Book Il [English edition: Vol. II, pp. 293B&] how the
guantity of produced surplus-value is augmented by reductions in the period of turnover, or of or
two sections, in the time of production and the time of circulation. But since the rate of profit only
expresses the relation of the produced quantity of surplus-value to the total capital employed in |
production, it is evident that any such reduction increases the rate of profit. Whatever has been :
earlier in Part Il of Book Il in regard to surplus-value, applies equally to profit and the rate of prot
needs no repetition here. We wish only to stress a few of the principal points.

The chief means of reducing the time of production is higher labour productivity, which is commc
called industrial progress. If this does not involve a simultaneous considerable increase in the ot
total capital resulting from the installation of expensive machinery, etc., and thus a reduction of t
of profit, which is calculated on the total capital, this rate must rise. And this is decidedly true in t
of many of the latest improvements in metallurgy and in the chemical industry. The recently disc
methods of producing iron and steel, such as the processes of Bessemer, Siemens, Gilchrist-Th
cut to a minimum at relatively small costs the formerly arduous processes. The making of alizari
dye-stuff extracted from coal-tar, requires but a few weeks, and this by means of already existin:
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dye-producing installations, to yield the same results which formerly required years. It took a yee
madder to mature, and it was customary to let the roots grow a few years more before they were
processed.

The chief means of reducing the time of circulation is improved communications. The last fifty ye
have brought about a revolution in this field, comparable only with the industrial revolution of the
half of the 18th century. On land the macadamised road has been displaced by the railway, on s
slow and irregular sailing vessel has been pushed into the background by the rapid and depend.
steamboat line, and the entire globe is being girdled by telegraph wires. The Suez Canal has ful
East Asia and Australia to steamer traffic. The time of circulation of a shipment of commodities t
Asia, at least twelve months in 1847 (cf. Buch II, S. 235 [English edition: Karl lapital, Vol. Il, pp.
251-52. -Ed.]), has now been reduced to almost as many weeks. The two large centres of the cri
1825-57, America and India, have been brought from 70 to 90 per cent nearer to the European i
countries by this revolution in transport, and have thereby lost a good deal of their explosive nat
period of turnover of the total world commerce has been reduced to the same extent, and the ef
the capital involved in it has been more than doubled or trebled. It goes without saying that this |
been without effect on the rate of profit.

To single out the effect of the turnover of total capital on the rate of profit we must assume all otl
conditions of the capitals to be compared as equal. Aside from the rate of surplus-value and the
working-day it is also notably the per cent composition which we must assume to be the same. |
us take a capital A composed of 80c+20v=100 C, which makes two turnovers yearly at a rate of
surplus-value of 100%. The annual product is then:

160c+40v+40s. However, to determine the rate of profit we do not calculate the 40s on the turne
capital-value of 200, but on the advanced capital of 100, and thus obtain p'=40%.

Now let us compare this with a capital B=160c+40v=200 C, which has the same rate of surplus-
100%, but which is turned over only once a year. The annual product of this capital is, therefore,
same as that of A:

160c+40v+40s. But this time the 40s are to be calculated on an advance of capital amounting to
which yields a rate of profit of only 20%, or one-half that of A.

We find, then, that for capitals with an equal per cent composition, with equal rates of surplus-ve
equal working-days, the rates of profit of the two capitals are related inversely as their periods o
turnover. If either the composition, the rates of surplus-value, the working-day, or the wages, are
in the two compared cases, this would naturally produce further differences in the rates of profit;
these are independent of the turnover and, for this reason, do not concern us at this point. They
already been discussed in Chapter lll.

The direct effect of a reduced period of turnover on the production of surplus-value, and conseq
profit, consists of an increased efficiency imparted thereby to the variable portion of capital, as s
Book Il, Chapter XVI, "The Turnover of Variable Capital". This chapter demonstrated that a varie
capital of 500 turned over ten times a year produces as much surplus-value in this time as a var
capital of 5,000 with the same rate of surplus-value and the same wages, turned over just once

Take capital I, consisting of 10,000 fixed capital whose annual depreciation is 10%=1,000, of 50
circulating constant and 500 variable capital. Let the variable capital turn over ten times per yeal
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100% rate of surplus-value. For the sake of simplicity we assume in all the following examples ti
circulating constant capital is turned over in the same time as the variable, which is generally the
practice. Then the product of one such period of turnover will be:

100c (depreciation) +500c+500v+500s=1,600
and the product of one entire year, with ten such turnovers, will be

1,000c (depreciation) +5,000c+5,000v+5,000s=16,000,
C=11,000, s=5,000, p'=5,000/11,000=45%.

Now let us take capital II: 9,000 fixed capital, 1,000 annual wear and tear, 1,000 circulating cons
capital, 1,000 variable capital, 100% rate of surplus-value, 5 turnovers of variable capital per yes
the product of each of the turnovers of the variable capital will be:

200c (depreciation) +1,000c+1,000v+1,000s=3,200,
and the total annual product after five turnovers:

1,000c (depreciation) +5,000c+5,000v+5,000s=16,000,
C=11,000, s=5,000, p'=5,000/11,000=45 5/11 %

Further, take capital 11l with no fixed capital, 6,000 circulating constant capital and 5,000 variable
capital. Let there be one turnover per year at a 100% rate of surplus-value. Then the total annue
IS:

6,000c+5,000v+ 5,000s=16,000,
C=11,000, s=5,000, p'= 5,000/11,000=45%.

In all the three cases we therefore have the same annual quantity of surplus-value = 5,000, and.
total capital is likewise equal in all three cases, namely = 11,000, also the same rate of prefii .

But should capital | have only 5 instead of 10 turnovers of its variable part per year, the result wc
different. The product of one turnover would then be:

200c (depreciation) +500c+500v+500s=1,700.
And the annual product:

1,000c (depreciation) +2,500c+2,500v+2,500s=8,500,
C=11,000, s=2,500; p'=2,500/11,000=22%.

The rate of profit has fallen one-half, because the period of turnover has doubled.

The quantity of surplus-value appropriated in one year is therefore equal to the quantity of surpl
appropriated in one turnover of thariable capital multiplied by the number of such turnovers pery
Suppose we call the surplus-value, or profit, appropriated in one year S, the surplus-value apprc
one period of turnover s. the number of turnovers of the variable capital in one year n, then S=si
annual rate of surplus-value S'=s'n, as already demonstrated in Book Il, Chapter XVI, I. [English
Vol. Il, p. 305. -Ed ]

It goes without saying that the formula p'=s' (v/C)=s' v/(c+v) is correct only so long as the v in the
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numerator is the same as that in the denominator. In the denominator v stands for the entire por
total capital used on an average as variable capital for the payment of wages. The v of the nume
primarily only determined by the fact that a certain quantity of surplus-value=s is produced and
appropriated by it, whose relation to it s/v, is m', the rate of surplus-value. It is only along these |
the formula p'=s/(c+v) is transformed into the other: p'= s' v/(c+v). The v of the numerator will no
more accurately determined by the fact that it must equal the v of the denominator, that is, the e
variable portion of capital C. In other words, the equation p'=s/C may be correctly transformed ir
equation p'=s' v/(c+v) only if s stands for surplus-value produced in one turnover of the variable
Should s be only a portion of this surplus-value, then s=s'v is still correct, but this v is then small
the v in C=c+v, because it is smaller than the entire variable capital expended for wages. But sh
stand for more than the surplus-value of one turnover of v, then a portion of this v, or perhaps th
of it, serves twice, namely in the first and in the second turnover, and eventually in subsequent t
The v which produces the surplus-value and represents the sum of all paid wages, is therefore ¢
than the v in c+v and the calculation falls into error.

To make the formula precise for the annual rate of profit, we must substitute the annual rate of
surplus-value for the simple rate of surplus-value, that is, substitute S' or s'n for s'. In other word
must multiply the rate of surplus-value s', or, what amounts to the same thing, the variable capit:
contained in C, by n, the number of turnovers of this variable capital in one year. Thus we obtair
v/C, which is the formula for the annual rate of profit.

The amount of variable capital invested in his business is something the capitalist himself does |
in most cases. We have seen in Chapter VIII of Book II, and shall see further along, that the onl
essential distinction within his capital which impresses itself upon the capitalist is that of fixed an
circulating capital. He takes money to pay wages from his cash-box containing the part of the cir
capital he has on hand in the form of money, so far as it is not deposited in a bank; he takes mo
the same cash-box for raw and auxiliary materials, and credits both items to the same cash-acct
even if he should keep a separate account for wages, at the close of the year this would only sh
sum paid out for this item, hence vn, but not the variable capital v itself. In order to ascertain this
would have to make a special calculation, of which we propose here to give an illustration.

For this purpose we select the cotton spinnery of 10,000 mule spindles described in Book | (S. 2
[English edition: p. 219. Ed.] and assume that the data given there for one week of April 1871, ar
force during the whole year. The fixed capital incorporated in the machinery was £10,000. The
circulating capital was not given. We assume it to have been £2,500. This is a rather high estim:
justified by the assumption, which we must always make here, that no credit operations were efi
hence no permanent or temporary employment of other people's capital. The value of the weekl
was composed of £20 for depreciation of machinery, £358 circulating constant advanced capital
cotton £342; coal, gas, oil, £10), £52 variable capital paid out for wages, and £80 surplus-value.
Therefore,

20c (depreciation) +358c+52v+80s=510.

The weekly advance of circulating capital therefore was 358c+52v=410. In terms of per cent this
87.3c+12.7v. For the entire circulating capital of £2,500 this would be £2,182 constant and £318
capital. Since the total expenditure for wages in one year was 52 times £52, or £2,704, it follows
year the variable capital of £318 was turned over almost exatttyt8nes. The rate of surplus-value
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was 80/52=1531/13%. We calculate the rate of profit on the basis of these elements by inserting
above values in the formula p'=s'n v/C:s'=153 11/13,1m%8=318, C=12,500; hence:

p'=15311/13X 8 1/2 X 318/12,500=33.27%.

We test this by means of the simple formula p'= s/C. The total annual surplus-value or profit amc
52 times £80, or £4,160, and this divided by the total capital of £12,500 gives us 33.28%, or alm
identical result. This is an abnormally high rate of profit, which may only be explained by extraor
favourable conditions of the moment (very low prices of cotton along with very high prices of yar
could certainly not have obtained throughout the year.

The s'n in the formula p'=s'n v/C stands, as has been said, for the thing called in Book Il [Englist
Vol. Il, p. 295. -Ed.] the annual rate of surplus-value. In the above case it i$11580 multiplied by 8
1/2 or in exact figures, 1,307 9/18%. Thus, if a certain Biedermann [Biedermann - Philistine. A pt
being also the name of the editor of eutsche Allgemeine Zeitunged.] was shocked by the
abnormity of an annual rate of surplus-value of 1,000% used as an illustration in Book II, he will
perhaps be pacified by this annual rate of surplus-value of more than 1,300% taken from the livi
experience of Manchester. In times of greatest prosperity, such as we have not indeed seen for
time, such a rate is by no means a rarity.

For that matter we have here an illustration of the actual composition of capital in modern large-:
industry. The total capital is broken up into £12,182 constant and £318 variable capital, a sum o
£12,500. In terms of percent this is@€¢+212v=100 C. Only one-fortieth of the total, but in more th:
an eight-fold annual turnover, serves for the payment of wages.

Since very few capitalists ever think of making calculations of this sort with reference to their ow
business, statistics is almost completely silent about the relation of the constant portion of the to
capital to its variable portion. Only the American census gives what is possible under modern cc
namely the sum of wages paid in each line of business and the profits realised. Questionable as
be, being based on the capitalist's own uncontrolled statements, they are nevertheless very valc
the only records available to us on this subject. In Europe we are far too delicate to expect such
revelations from our major capitalists-E.]

Transcribed for the Internet by Hinrich Kuhls
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 5

Economy in the Employment of Constant Capitall

l. IN GENERAL

The increase of absolute surplus-value, or the prolongation of surplus-labour, and thus of the

working-day, while the variable capital remains the same and thus employs the same number of
at the same nominal wages, regardless of whether overtime is paid or not, reduces the relative \
the constant capital as compared to the total and the variable capital, and thereby increases the
profit, again irrespective of the growth of the quantity of surplus-value and a possibly rising rate «
surplus-value. The volume of the fixed portion of constant capital, such as factory buildings, mac
etc., remains the same, no matter whether these serve the labour-process 16 or 12 hours. A prc
of the working-day does not entail any fresh expenditures in this, the most expensive portion of «
capital. Furthermore, the value of the fixed capital is thereby reproduced in a smaller number of
periods, so that the time for which it must be advanced to make a certain profit is abbreviated. A
prolongation of the working-day therefore increases the profit, even if overtime is paid, or even i
certain point, it is better paid than the normal hours of labour. The ever-mounting need to increa
capital in modern industry was therefore one of the main reasons prompting profit-mad capitalist
lengthen the working-dayl1] The same conditions do not obtain if the working-day is constant. T
IS necessary either to increase the number of labourers, and with them to a certain extent the ar
fixed capital, the buildings, machinery, etc., in order to exploit a greater quantity of labour (for we
aside deductions from wages or the depression of wages below their normal level), or, if the inte
and, consequently, the productivity of labour, increase and, generally, more relative surplus-valt
produced, the magnitude of the circulating portion of constant capital increases in such industria
branches which use raw materials, since more raw material, etc., is processed in a given time; a
secondly, the amount of machinery set in motion by the same number of labourers, therefore als
part of constant capital, increases as well. Hence, an increase in surplus-value is accompanied |
increase in constant capital, and the growing exploitation of labour by greater outlays of the mee
production through which labour is exploited, i.e., by a greater investment of capital. Therefore, 1
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of profit is thereby reduced on the one hand while it increases on the other.

Quite a number of current expenses remain almost or entirely the same whether the working-da
longer or shorter. The cost of supervision is less for 500 working-men during 18 working-hours t|
750 working-men during 12 working-hours. "The expense of working a factory 10 hours almost ¢
that of working it 12." (Reports of Insp. of Fact., October 1848, p. 37.) State and municipal taxes
insurance, wages of various permanent employees, depreciation of machinery, and various othe
expenses of a factory, remain unchanged whether the working-time is long or short. To the exte!
which production decreases, these expenses rise as compared to the profit. (Reports of Insp. of
October 1862, p. 19.)

The period in which the value of the machinery and of the other components of fixed capital is
reproduced is determined in practice not by their mere lifetime, but by the duration of the entire
labour-process during which they serve and wear out. If the labourers must work 18 instead of 1
this makes a difference of three days more per week, so that one week is stretched into one anc
and two years into three. If this overtime is unpaid the labourers give away gratis a week out of ¢
three and a year out of every three on top of the normal surplus-labour time. In this way, the rep
of the value of the machinery is speeded up 50% and accomplished in two-thirds of the usually
time.

To avoid useless complications, we proceed in this analysis, and in that of price fluctuations for |
materials (Chap. VI), from the assumption that the mass and rate of surplus-value are given.

As already shown in the presentation of co-operation, division of labour and machinery, the ecot
production conditions [English edition: Vol. I, pp. 324-25d:] found in large-scale production is
essentially due to the fact that these conditions prevail as conditions of social, or socially combir
labour, and therefore as social conditions of labour. They are commonly consumed in the proce:
production by the aggregate labourer, instead of being consumed in small fractions by a mass o
labourers operating disconnectedly or, at best, directly co-operating on a small scale. In a large
with one or two central motors the cost of these motors does not increase in the same ratio as tt
horse-power and, hence, their possible sphere of activity. The cost of the transmission equipme!
not grow in the same ratio as the total number of working machines which it sets in motion. The
a machine does not become dearer in the same ratio as the mounting number of tools which it €
its organs, etc. Furthermore, the concentration of means of production yields a saving on buildin
various kinds not only for the actual workshops, but also for storage, etc. The same applies to
expenditures for fuel, lighting, etc. Other conditions of production remain the same, whether use
many or by few.

This total economy, arising as it does from the concentration of means of production and #mwir u:
masseimperatively requires, however, the accumulation and co-operation of labourers, i.e., a so
combination of labour. Hence, it originates quite as much from the social nature of labour, just a:
surplus-value originates from the surplus-labour of the individual labourer considered singly. Eve
continual improvements, which are here possible and necessary, are due solely to the social ex|
and observation ensured and made possible by production of aggregate labour combined on a |

The same is true of the second big source of economy in the conditions of production. We refer
reconversion of the excretions of production, the so-called waste, into new elements of productic
of the same, or of some other line of industry; to the processes by which this so-called excretion
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thrown back into the cycle of production and, consequently, consumption, whether productive or
individual. This line of savings, which we shall later examine more closely, is likewise the result «
large-scale social labour. It is the attendant abundance of this waste which renders it available &
commerce and thereby turns it into new elements of production. It is only as waste of combined
production, therefore, of large-scale production, that it becomes important to the production proc
remains a bearer of exchange-value. This waste, aside from the services which it performs as n
element of production, reduces the cost of the raw material to the extent to which it is again sale
this cost always includes the normal waste, namely the quantity ordinarily lost in processing. The
reduction of the cost of this portion of constant capital incrgasesntothe rate of profit, assuming t
magnitude of the variable capital and the rate of surplus-value to be given.

If the surplus-value is given, the rate of profit can be increased only by reducing the value of the
capital required for commodity-production. So far as constant capital enters into the production ¢
commodities, it is not its exchange-value, but its use-value alone, which matters. The quantity oi
which flax can absorb in a spinnery does not depend on its value, but on its quantity, assuming 1
productivity of labour, i.e., the level of technical development, to be given. In like manner the ass
rendered by a machine to, say, three labourers does not depend on its value, but on its use-valt
machine. On one level of technical development a bad machine may be expensive and on anott
machine may be cheap.

The increased profit received by a capitalist through the cheapening of, say, cotton and spinninc
machinery, is the result of higher labour productivity; not in the spinnery, to be sure, but in cottor
cultivation and construction of machinery. It requires smaller outlays of the conditions of labour t
incorporate a given quantity of labour, and hence to extract a given quantity of surplus-labour. T
required to appropriate a certain quantity of surplus-labour diminish.

We have already mentioned savings yielded in the production process through co-operative use
of production by the aggregate, or socially combined, labour. Other savings of constant capital a
from the shortening of the time of circulation in which the development of means of communicati
dominant material factor will be discussed later. At this point we shall deal with the savings yield
continuous improvements of machinery, namely 1) of its material, e.g., the substitution of iron fo
2) the cheapening of machinery due to the general improvement of machine-building; so that, al
the value of the fixed portion of constant capital increases continually with the development of la
a large scale, it does not increase at the samgL&dte3) special improvements enabling existing

machinery to work more cheaply and effectively; for instance, improvements of steam-boilers, el
which will be discussed later on in greater detail; 4) reduction of waste through better machinery

Whatever reduces the wear of machinery, and of fixed capital in general, for any given period of
production, cheapens not only the individual commodity, in view of the fact that in its price every
individual commodity reproduces its aliquot share of this depreciation, but reduces also the aligt
portion of the invested capital for this period. Repair work, etc., to the extent that it becomes nec
is added to the original cost of the machinery. A reduction in repair costs, due to greater durabili
machinery, lowergro tantothe price of this machinery.

It may again be said of all these savings that they are largely possible only for combined labour,
often not realised until production is carried forward on a still larger scale, so that they require ar
greater combination of labour in the immediate process of production.

http://www.marxists.org/archive/marx/works/1894-c3/ch05.htm (3 of 18) [23/08/2000 16:00:54]



Capital, Vol.3, Chapter 5

However, on the other hand the development of the productive power of labouronedimg of
production, e.g., the production of iron, coal, machinery, in architecture, etc., which may again b
connected with progress in the field of intellectual production, notably natural science and its pre
application, appears to be the premise for a reduction of the value, and consequently of the cost
of production inotherlines of industry, e.g., the textile industry, or agriculture. This is self-evident,
a commodity which is the product of a certain branch of industry enters another as a means of
production. Its greater or lesser price depends on the productivity of labour in the line of product
which it issues as a product, and is at the same time a factor that not only cheapens the commo
whose production it goes as a means of production, but also reduces the value of the constant c
whose element it here becomes, and thereby one that increases the rate of profit.

The characteristic feature of this kind of saving of constant capital arising from the progressive
development of industry is that the rise in the rate of probhmline of industry depends on the
development of the productive power of labouamother Whatever falls to the capitalist's advantag:
this case is once more a gain produced by social labour, if not a product of the labourers he him
exploits. Such a development of productive power is again traceable in the final analysis to the <
nature of the labour engaged in production; to the division of labour in society; and to the develo
intellectual labour, especially in the natural sciences. What the capitalist thus utilises are the ad\
of the entire system of the social division of labour. It is the development of the productive powe
labour in its exterior department, in that department which supplies it with means of production,
the value of the constant capital employed by the capitalist is relatively lowered and consequent
rate of profit is raised.

Another rise in the rate of profit is produced, not by savings in the labour creating the constant ¢
but by savings in the application of this capital itself. On the one hand, the concentration of laboi
and their large-scale co-operation, saves constant capital. The same buildings, and heating and
appliances, etc., cost relatively less for the large-scale than for small-scale production. The sam
of power and working machinery. Although their absolute value increases, it falls in comparison
increasing extension of production and the magnitude of the variable capital, or the quantity of
labour-power set in motion. The economy realised by a certain capital within its own line of prod
is first and foremost an economy in labour, i.e., a reduction of the paid labour of its own labourer
previously mentioned economy, on the other hand, is distinguished from this one by the fact tha
accomplishes the greatest possible appropriation of other people's unpaid labour in the most ec:
way, i.e., with as little expense as the given scale of production will permit. Inasmuch as this ecc
does not rest with the previously mentioned exploitation of the productivity of the social labour
employed in the production of constant capital, but with the economy in the constant capital itsel
springs either directly from the co-operation and social form of labour within a certain branch of
production, or from the production of machinery, etc., on a scale in which its value does not grov
same rate as its use-value.

Two points must be borne in mind here: It the value of c=zero, then p'=s’, and the rate of profit w
at its maximum. Second, however, the most important thing for the direct exploitation of labour i
not the value of the employed means of exploitation, be they fixed capital, raw materials or auxil
substances. In so far as they serve as means of absorbing labour, as media in or by which labot
hence, surplus-labour are materialised, the exchange-value of machinery, buildings, raw materie
quite immaterial. What is ultimately essential is, on the one hand, the quantity of them technicall
required for combination with a certain quantity of living labour, and, on the other, their suitability
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not only good machinery, but also good raw and auxiliary materials. The rate of profit depends
the good quality of the raw material. Good material produces less waste. Less raw materials are
needed to absorb the same quantity of labour. Furthermore, the resistance to be overcome by tf
machine is also less. This partly affects even the surplus-value and the rate of surplus-value. Th
needs more time when using bad raw materials to process the same quantity. Assuming wages
same, this causes a reduction in surplus-labour. This also substantially affects the reproduction
accumulation of capital, which depend more on the productivity than on the amount of labour en
as shown in Book | (S. 627/619ff.) [English edition: p. 60Bd].

The capitalist's fanatical insistence on economy in means of production is therefore quite unders
That nothing is lost or wasted and the means of production are consumed only in the manner re
production itself, depends partly on the skill and intelligence of the labourers and partly on the di
enforced by the capitalist for the combined labour. This discipline will become superfluous undel
system in which the labourers work for their own account, as it has already become practically

superfluous in piece-work. This fanatical insistence comes to the surface also conversely in the
adulteration of the elements of production, which is one of the principal means of lowering the re
the value of the constant capital to the variable capital, and thus of raising the rate of profit. Whe
sale of these elements of production above their value, so far as this reappears in the product, &
marked element of cheating. This practice plays an essential part particularly in German industn
maxim is: People will surely appreciate if we send them good samples at first, and then inferior ¢
afterward. However, as these matters belong to the sphere of competition they do not concern u

It should be noted that this raising of the rate of profit by means of lowering the value of the con:
capital, i.e., by reducing its expensiveness, does not in any way depend on whether the branch «
in which it takes place produces luxuries, or necessities for the consumption of labourers, or me
production generally. This last circumstance would only be of material importance if it were a qu
of the rate of surplus-value, which depends essentially on the value of labour-power, i.e., on the
the customary necessities of the labourer. But in the present case the surplus-value and the rate
surplus-value have been assumed as given. The relation of surplus-value to total capital - and tt
determines the rate of profit - depends under these circumstances exclusively on the value of th
capital, and in no way on the use-value of the elements of which it is composed.

A relative cheapening of the means of production does not, of course, exclude the possible incre
their absolute aggregate value, for the absolute volume in which they are employed grows treme
with the development of the productive power of labour and the attendant growth of the level of

production. Economy in the use of constant capital, from whatever angle it may be viewed, is, in
exclusive result of the fact that the means of production function and are consumed as joint mee
production of the combined labourer, so that the resulting saving appears as a product of the so
of directly productive labour; in part, however, it is the result of developing productivity of labour
spheres which supply capital with its means of production, so that if we view the total labour in re
to total capital, and not simply the labourers employed by capitalist X in relation to capitalist Y, tf
economy presents itself once more as a product of the development of the productive forces of ¢
labour, with the only difference that capitalist X enjoys the advantage not only of the productivity
labour in his own establishment, but also of that in other establishments. Yet the capitalist views
economy of his constant capital as a condition wholly independent of, and entirely alien to, his le
He is always well aware, however, that the labourer has something to do with the employer buyi
or little labour with the same amount of money (for this is how the transaction between the capiti
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labourer appears in his mind). This economy in the application of the means of production, this r
of obtaining a certain result with a minimum outlay appears more than any other inner power of |
an inherent power of capital and a method peculiar and characteristic of the capitalist mode of
production.

This conception is so much the less surprising since it appears to accord with fact, and since the
relationship of capital actually conceals the inner connection behind the utter indifference, isolati
alienation in which they place the labourer vis-a-vis the means incorporating his labour.

First, the means of production that make up the constant capital represent only the money belor
the capitalist (just as the body of the Roman debtor represented the money of his creditor, accot
Linguet [Théorie des loix civiles, ou principes fondamentaux de la soto@@ II, Londres, 1767, livre
V, chapitre XX. -Ed.]) and are related to him alone, while the labourer, who comes in contact witt
only in the direct process of production, deals with them as use-values of production only as me
labour and materials of production. Increase or decrease of their value, therefore, has as little be
his relations to the capitalist as the circumstance whether he may be working with copper or iror
that matter, the capitalist likes to view this point differently, as we shall later indicate, whenever t
means of production gain in value and thereby reduce his rate of profit.

Secondin so far as these means of production in the capitalist production process are at the san
means of exploiting labour, the labourer is no more concerned with their relative dearness or chu
than a horse is concerned with the dearness or cheapness of its bit and bridle.

Finally, we have earlier [English edition: Vol. 1, p. 32&d] seen that, in fact, the labourer looks at
social nature of his labour, at its combination with the labour of others for a common purpose, a:
would at an alien power; the condition of realising this combination is alien property, whose diss|
would be totally indifferent to him if he were not compelled to economise with it. The situation is
different in factories owned by the labourers themselves, as in Rochdale, for instance.

It scarcely needs to be mentioned, then, that as far as concerns the productivity of labour in one
industry as a lever for cheapening and improving the means of production in another, and therel
the rate of profit, the general interconnection of social labour affects the labourers as a matter al
them, a matter that actually concerns the capitalist alone, since it is he who buys and appropriat
means of production. The fact that he buys the product of labourers in another branch of industr
the product of labourers in his own, and that he therefore disposes of the product of the labourel
another capitalist only by gratuitously appropriating that of his own, is a development that is fortt
concealed by the process of circulation, etc.

Moreover, since production on a large scale develops for the first time in its capitalist form, the tl
profits on the one hand, and competition on the other, which compels the cheapest possible pro
commodities, make this economy in the employment of constant capital appear as something pe
the capitalist mode of production and therefore as a function of the capitalist.

Just as the capitalist mode of production promotes the development of the productive powers of
labour, on the one hand, so does it whip on to economy in the employment of constant capital ol
other.

However, it is not only the alienation and indifference that arise between the labourer, the beare
living labour, and the economical, i.e., rational and thrifty, use of the material conditions of his la
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line with its contradictory and antagonistic nature, the capitalist mode of production proceeds to
the prodigious dissipation of the labourer's life and health, and the lowering of his living conditior
economy in the use of constant capital and thereby as a means of raising the rate of profit.

Since the labourer passes the greater portion of his life in the process of production, the conditic
production process are largely the conditions of his active living process, or his living conditions,
economy in these living conditions is a method of raising the rate of profit; just as we saw earlier
[English edition: Vol. |, pp. 231-302.Ed.] that overwork, the transformation of the labourer into a v
horse, is a means of increasing capital, or speeding up the production of surplus-value. Such ec
extends to overcrowding close and unsanitary premises with labourers, or, as capitalists put it, t
saving; to crowding dangerous machinery into close quarters without using safety devices; to ne
safety rules in production processes pernicious to health, or, as in mining, bound up with danget
to mention the absence of all provisions to render the production process human, agreeable, or
bearable. From the capitalist point of view this would be quite a useless and senseless waste. T
capitalist mode of production is generally, despite all its niggardliness, altogether too prodigal wi
human material, just as, conversely, thanks to its method of distribution of products through cornr
and manner of competition, it is very prodigal with its material means, and loses for society whai
for the individual capitalist.

Just as capital has the tendency to reduce the direct employment of living labour to no more tha
necessary labour, and always to cut down the labour required to produce a commodity by exploi
social productiveness of labour and thus to save a maximum of directly applied living labour, so
also the tendency to employ this labour, reduced to a minimum, under the most economical con
l.e., to reduce to its minimum the value of the employed constant capital. If it is the necessary
labour-time which determines the value of commodities, instead of all the labour-time contained
so it is the capital which realises this determination and, at the same time, continually reduces tt
labour-time socially necessary to produce a given commaodity. The price of the commaodity is the
lowered to its minimum since every portion of the labour required for its production is reduced to
minimum.

We must make a distinction in economy as regards use of constant capital. If the quantity, and
consequently the sum of the value of employed capital, increases, this is primarily only a concer
of more capital in a single hand. Yet it is precisely this greater quantity applied by a single sourc
attended, as a rule, by an absolutely greater but relatively smaller amount of employed labour -
permits economy of constant capital. To take an individual capitalist, the volume of the necessat
investment of capital, especially of its fixed portion, increases. But its value decreases relative tc
mass of worked-up materials and exploited labour.

This is now to be briefly illustrated by a few examples. We shall begin at the end - the economy
conditions of production, in so far as these also constitute the living conditions of the labourer.

II. SAVINGS LABOUR CONDITIONS AT THE EXPENSE OF THE LABOURERS. COAL
MINES. NEGLECT OF INDISPENSABLE OUTLAYS

"Under the competition which exists among the coal-owners and coal-proprietors ... no more out
incurred than is sufficient to overcome the most obvious physical difficulties; and under that whic
prevails among the labouring colliers, who are ordinarily more numerous than the work to be doi
requires, a large amount of danger and exposure to the most noxious influences will gladly be
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encountered for wages a little in advance of the agricultural population round them, in an occup:
which they can moreover make a profitable use of their children. This double competition is quite
sufficient ... to cause a large proportion of the pits to be worked with the most imperfect drainage
ventilation; often with ill-constructed shafts, bad gearing, incompetent engineers, and ill-construc
ill-prepared bays and roadways; causing a destruction of life, and limb, and health, the statistics
would present an appalling picture." (First Report on Children's Employment in Mines and Collie
etc., April 21, 1829, p. 102.) About 1860, a weekly average of 15 men lost their lives in the Engli
collieries. According to the report on Coal Mines Accidents (February 6, 1862), a total of 8,466 v
killed in the ten years 1852-61. But the report admits that this number is far too low, because in
few years, when the inspectors had just been installed and their districts were far too large, a gr«
accidents and deaths were not reported. The very fact that the number of accidents, though still
has decreased markedly since the inspection system was established, and this in spite of the lin
powers and insufficient numbers of the inspectors, demonstrates the natural tendency of capitall
exploitation. These human sacrifices are mostly due to the inordinate avarice of the mine owner:
often they had only one shaft sunk, so that apart from the lack of effective ventilation there was |
escape were this shaft to become obstructed.

Capitalist production, when considered in isolation from the process of circulation and the exces
competition, is very economical with the materialised labour incorporated in commaodities. Yet, n
than any other mode of production, it squanders human lives, or living-labour, and not only bloot
flesh, but also nerve and brain. Indeed, it is only by dint of the most extravagant waste of individ
development that the development of the human race is at all safeguarded and maintained in th
history immediately preceding the conscious reorganisation of society. Since all of the economis
discussed arises from the social nature of labour, it is indeed just this directly social nature of lak
which causes the waste of life and health. The following question suggested by factory inspectoi
Baker is characteristic in this respect: "The whole question is one for serious consideration, and
way this sacrifice of infant life occasioned by congregational labzam be best averted?" (Reports o
Insp. of Fact., October 1863, p. 157.)

Factories Under this heading there is covered the disregard for safety measures to ensure the s
comfort, and health of labourers also in the actual factories. It is to blame for a large portion of tr
casualty lists containing the wounded and killed industrial workers (cf. the annual factory reports
Similarly, lack of space, ventilation, etc.

As far back as October 1855, Leonard Horner complained about the resistance of very many

manufacturers to the legal requirements concerning safety devices on horizontal shafts, althoug
danger was continually emphasised by accidents, many of them fatal, and although these safety
did not cost much and did not interfere with production. (Reports of Insp. of Fact., October 1855
In their resistance against these and other legal requirements the manufacturers were openly se
the unpaid justices of the peace, who were themselves mostly manufacturers or friends of manu
and handed down their decisions accordingly. What sort of verdicts these gentlemen handed do
revealed by Superior Judge Campbell, who said with reference to one of them, against which ar
had been made to him: "It is not an interpretation of the Act of Parliament, it is a repeal of the Ac
Parliament” [oc. cit, p. 11). Horner states in the same report that in many factories labourers are
warned when machinery is about to be started up. Since there is always something to be done ¢
machinery even when it is not operating, fingers and hands are always occupied with it, and acc
happen continually due to the mere omission of a warning sigieak(t, p. 44). The manufacturers h
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a trades-union at the time to oppose factory legislation, the so-called National Association for thq
Amendment of the Factory Laws in Manchester, which in March 1855 collected more than
&pound;50,000 by assessing 2 shillings per horse-power, to pay for the court proceedings again
members started by factory inspectors, and to conduct the cases in the name of the union. It wa
of proving that killing was not murder [Allusion to the pamphlet Killing no Murder' which appeare
England in 1657. Its author was the leveller Edward SexBg.] when it occurred for the sake of pro
A factory inspector for Scotland, Sir John Kincaid, tells about a certain firm in Glasgow which us
iron scrap at its factory to make protective shields for all its machinery, the cost amounting to &
1s. Joining the manufacturers' union would have cost it an assessment of &pound;11 for its 110
horse-power, which was more than the cost of all its protective appliances. But the National Ass
had been organised in 1854 for the express purpose of opposing the law which prescribed such
protection. The manufacturers had not paid the least heed to it during the whole period from 184
1854. When the factory inspectors, at instructions from Palmerston, then informed the manufact
the law would be enforced in earnest, the manufacturers instantly founded their association, mai
whose most prominent members were themselves justices of the peace and in this capacity wer
supposed to enforce the law. When in April 1855 the new Minister of the Interior, Sir George Gre
offered a compromise under which the government would be content with practically nominal sa
appliances the Association indignantly rejected even this. In various lawsuits the famous engine
William Fairbairn throw the weight of his reputation behind the principle of economy and in defer
the freedom of capital which had been violated. The head of factory inspection, Leonard Horner,
persecuted and maligned by the manufacturers in every conceivable manner.

But the manufacturers did not rest until they obtained a writ of the Court of Queen's Bench, accc
which the Law of 1844 did not prescribe protective devices for horizontal shafts installed more tt
seven feet above the ground and, finally, in 1856 they succeeded in securing an Act of Parliame
entirely satisfactory to them in the circumstances, through the services of the bigot Wilson Patte
those pious souls whose display of religion is always ready to do the dirty work for the knights of
money-bag. This Act practically deprived the labourers of all special protection and referred ther
common courts for compensation in the event of industrial accidents (sheer mockery in view of t
excessive cost of English lawsuits), while it made it almost impossible for the manufacturer to lo:
lawsuit by providing in a finely-worded clause for expert testimony. The result was a rapid incree
accidents. In the six months from May to October 1858, Inspector Baker reported that accidents
increased by 21% compared with the preceding half-year. In his opinion 36.7% of these acciden
have been avoided. It is true that the number of accidents in 1858 and 1859 was considerably b
of 1845 and 1846. It was actually 29% less although the number of labourers in the industries st
inspection had increased 20%. But what was the reason for this? In so far as this issue has bee
now (1865), it was mainly accomplished through the introduction of new machinery already prov
with safety devices to which the manufacturer did not object because they cost him no extra exg
Furthermore, a few labourers succeeded in securing heavy damages for their lost arms, and hac
judgement upheld even by the highest courts. (Reports of Insp. of Fact., April 30, 1861, p. 31, di
1862, p. 17.)

So much for economy in devices protecting the life and limbs of labourers (among whom many «
against the dangers of handling and operating machinery.

Work in enclosed places generallyis well known to what extent economy of space, and thus of
buildings, crowds labourers into close quarters. In addition, there is also economy in means of
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ventilation. Coupled with the long working-hours, the two cause a large increase in diseases of t
respiratory organs, and an attendant increase in the death-rate. The following illustrations have |
taken from Reports on Public Health, 6th report, 1863. This report was compiled by Dr. John Sir
well known from our Book |I.

Just as combination and co-operation of labour permits large-scale employment of machinery,

concentration of means of production, and economy in their use, it is this very working tegeatiess
in enclosed places and under conditions rather determined by ease of manufacture than by heal
requirements - it is this mass concentration in one and the same workshop that acts, on the one
source of greater profits for the capitalist and, on the other, unless counteracted by a reduced ni
hours and special precautions, as the cause of the squandering of the lives and health of the lak

Dr. Simon formulates the following rule and backs it up with abundant statistics: "In proportion a:
people of a district are attracted to any collective indoor occupation, in such proportion, other thi
being equal, the district death-rate by lung diseases will be increased" (p. 23). The cause is bad
ventilation. "And probably in all England there is no exception to the rule, that, in every district w
has a large indoor industry, the increased mortality of the workpeople is such as to colour the
death-return of the whole district with a marked excess of lung disease" (p. 23).

Mortality figures for industries carried on in enclosed places, collected by the Board of Health in
and 1861, indicate that for the same number of men between the ages of 15 and 55, for which tt
death-rate from consumption and other pulmonary diseases in English agricultural districts is 10
death-rate in Coventry is 163, in Blackburn and Skipton 167, Congleton and Bradford 168, Leice
171, Leek 182, Macclesfield 184, Bolton 190, Nottingham 192, Rochdale 193, Derby 198, Salfor
Ashton-under-Lyne 203, Leeds 218, Preston 220, and Manchester 263 (p. 24). The following tal
presents a still more striking illustration.

Deaths from pulmonary diseases
District Chief industry betweelnot(;\%ggzzgalﬁis: d25p
| Men | Women

IBerkhampstead |Straw plaiting (women) | 219 | 578
|Leighton Buzzard  |Straw plaiting (women) | 309 | 554
INewport Pagnell |Lace manufacture (women) | 301 | 617
|Towcester |Lace manufacture (women) | 239 | 577
Yeovil IManufacture of gloves (mainly women) 280 | 409
ILeek Silk industry (predominantly women)| 437 | 856
|Congleton Silk industry (predominantly women)| 566 | 790
IMacclesfield Silk industry (predominantly women)| 593 | 890
IHealthy country distrigAgriculture | 331 | 333

It shows the death-rate for pulmonary diseases separately for both sexes between the ages of 1
computed for every 100,000 population. In the districts selected only women are employed in in
carried on in enclosed places, while men work in all other possible lines.

In the silk districts, where more men are employed in the factory, their mortality is also higher. Tl
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death-rate from consumption, etc., for both sexes, reveals, as the report says, "the atrocious sar
circumstances under which much of our silk industry is conducted”. And it is in this same silk inc
that the manufacturers, pleading exceptionally favourable and sanitary conditions in their establi
demanded by way of an exception, and partially obtained, long working-hours for children under
years of age (Buch I, Kap. VIII, 6, S. 296/286) [English edition: Ch. X, 6, p. 228] -

"Probably no industry which has yet been investigated has afforded a worse picture than that wt
Smith gives of tailoring: - 'Shops vary much in their sanitary conditions, but almost universally ar
overcrowded and ill-ventilated, and in a high degree unfavourable to health.... Such rooms are

necessarily warm; but when the gas is lit, as during the day-time on foggy days, and at night dur
winter, the heat increases to 80° and even to upwards of 90°, causing profuse perspiration, and
condensation of vapour upon the panes of glass, so that it runs down in streams or drops from t|
and the operatives are compelled to keep some windows open, at whatever risk to themselves ¢
cold." And he gives the following account of what he found in 16 of the most important West End
The largest cubic space in these ill-ventilated rooms allowed to each operative is 270 feet, and t
105 feet, and in the whole averages only 156 feet per man. In one room, with a gallery running r
and lighted only from the roof, from 92 to upwards of 100 men are employed, where a large nurn
gaslights burn, and where the urinals are in the closest proximity, the cubic space does not exce
feet per man. In another room, which can only be called a kennel in a yard, lighted from the roof
ventilated by a small skylight opening, five to six men work in a space of 112 cubic feet per man
Tailors, in those atrocious workshops which Dr. Smith describes, work generally for about 12 or
hours a day, and at some times the work will be continued for 15 or 16 hours" (pp. 25, 26, 28)

Numbers of persons |  Branches of industry and | Death-rate per 100,000 between the age
employed locality | 2535 | 3545 | 4555
958,265 Agriculture, England and 243 805 1,145
Wales
122,301 men and L
|12’377 omen Tailoring, London 958 1,262 2,093
13.803 Type-setters and printers, 894 1,747 2 367
London

(p. 30). It must be noted, and has in fact been remarked by John Simon, chief of the Medical De
and author of the report, that the mortality-rate for tailors, type-setters, and printers of London be
the ages of 25 and 35 was cited lower than the real figure, because London employers in both li
business have a large number of young people (probably up to 30 years of age) from the countr
as apprentices and "improvers", i.e., men getting additional training. These swell the number of |
which the London industrial death-rates are computed. But they do not proportionally contribute
number of deaths in London because their stay there is only temporary. If they fall ill during this
they return to their homes in the country, where their death is registered if they die. This circums
affects the earlier ages still more and renders the London death-rates for these age groups com
valueless as indexes of the ill-effects of industry on health (p. 30).

The case of the type-setters is similar to that of the tailors. In addition to lack of ventilation, to po
air, etc., there is still night-work to be mentioned. Their regular working-time is 12 to 13 hours,
sometimes 15 to 16. "Great heat and foulness which begin when the gas-jets are lit. ... It not infr
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happens that fumes from a foundry, or foul odours from machinery or sinks, rise from the lower |
and aggravate the evils of the upper one. The heated air of the lower rooms always tends to hee
upper by warming the floor, and when the rooms are low, and the consumption of gas great, this
serious evil, and one only surpassed in the case where the steam-boilers are placed in the lowe
and supply unwished-for heat to the whole house.... As a general expression, it may be stated tf
universally the ventilation is defective, and quite insufficient to remove the heat and the products
combustion of gas in the evening and during the night, and that in many offices, and particularly
made from dwelling-houses, the condition is most deplorable. ... And in some offices (especially
weekly newspapers) there will be work - work too, in which boys between 12 and 16 years of ag
equal part -f or almost uninterrupted periods of two days and a night at a time; - while, in other

printing-offices which lay themselves out for the doing of ‘'urgent’ business, Sunday gives no rele
to the workman, and his working-days become seven instead of six in every week" (pp. 26, 28).

The milliners and dress-makers have already attracted our attention in Book | (Kap. VIII, 3, S. 2¢
[English edition: Ch. X, 3, pp. 254-55E4.] in respect to overwork. Their workshops are described
our report by Dr. Ord. Even if better during the day, they become overheated, foul, and unhealth
the hours in which gas is burned. Dr. Ord found in 34 shops of the better sort that the average n
cubic feet per worker was as follows:

"... In four cases more than 500, in four other cases from 400 to 500, ... in seven others from 20(
in four others from 150 to 200, and in nine others only from 100 to 150. The largest of these allo
would but be scanty for continuous work, unless the space were thoroughly well ventilated; and,
with extraordinary ventilation, its atmosphere could not be tolerably wholesome during gas-light.
here is Dr. Ord's remark about one of the minor workshops which he visited, operated for the ac
a middleman: "One room area in cubical feet, 1,280; persons present, 14; area to each, in cubic
91.5. The women here were weary-looking and squalid; their earnings were stated to be 7s. to 1
week, and their tea. ... Hours 8 a. m. to 8 p. m. The small room into which these 14 persons wer
crowded was ill-ventilated. There were two movable windows and a fire-place, but the latter was
up and there was no special ventilation of any kind" (p. 27).

The same report states with reference to the overwork of milliners and dress-makers: "... The ov
of the young women in fashionable dress-making establishments does not, for more than about
months of the year, prevail in that monstrous degree which has on many occasions excited mon
public surprise and indignation; but for the indoor hands during these months it will, as a rule, be
14 hours a day, and will, when there is pressure, be, for days together, of 17 or even 18 hours. /
times of the year the work of the indoor hands ranges probably from 10 to 14 hours; and uniforrn
hours for outdoor hands are 12 or 13. For mantle-makers, collar-makers, shirt-makers, and varic
classes of needleworkers (including persons who work at the sewing-machine) the hours spent |
common workroom are fewer - generally not more than 10 to 12 hours; but, says Dr. Ord, the re
hours of work are subject to considerable extension in certain houses at certain times, by the pr:
working extra hours for extra pay, and in other houses by the practice of taking work away from
of business, to be done after hours at home, both practices being, it may be added, often compt
28). John Simon remarks in a footnote to this page: "Mr. Radcliffe, ... the Honorary Secretary of
Epidemiological Society, ... happening to have unusual opportunities for questioning the young \
employed in first-class houses of business ... has found that in only one out of twenty girls exam
called themselves 'quite well' could the state of health be pronounced good; the rest exhibiting ir
degrees evidences of depressed physical power, nervous exhaustion, and numerous functional
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thereupon dependent. He attributes these conditions in the first place to the length of the hours «
the minimum of which he estimates at 12 hours a day out of the season; and secondarily to ... ci
and bad ventilation of workrooms, gas-vapours, insufficiency or bad quality of food, and inattenti
domestic comfort."

The conclusion arrived at by the chief of the English Board of Health is that "it is practically impao
for workpeople to insist upon that which in theory is their first sanitary right - the right that whate
work their employer assembles them to do, shall, so far as depends upon him, be, at his cost, di
all needlessly unwholesome circumstances; ... while workpeople are practically unable to exact
sanitary justice for themselves, they also (notwithstanding the presumed intentions of the law) ci
expect any effectual assistance from the appointed administrators of the Nuisances Removal Ac
29). "Doubtless there may be some small technical difficulty in defining the exact line at which
employers shall become subject to regulation. But ... in principle, the sanitary claim is universal.
the interest of myriads of labouring men and women, whose lives are now needlessly afflicted al
shortened by the infinite physical suffering which their mere employment engenders, | would ver
express my hope, that universally the sanitary circumstances of labour may, at least so far, be b
within appropriate provisions of law, that the effective ventilation of all indoor workplaces may be
ensured, and that in every naturally insalubrious occupation the specific health-endangering inflt
may as far as practicable be reduced" (p. 31).

[Il. ECONOMY IN THE GENERATION AND TRANSMISSION OF POWER, AND IN
BUILDINGS

In his October 1852 report L. Horner quotes a letter of the famous engineer James Nasmyth of f
the inventor of the steam-hammer, which, among other things, contains the following:

"...The public are little aware of the vast increase in driving power which has been obtained by s
changes of system and improvements (of steam-engines) as | allude to. The engine power of thi
(Lancashire) lay under the incubus of timid and prejudiced traditions for nearly forty years, but n
are happily emancipated. During the last fifteen years, but more especially in the course of the
years (since 1848), some very important changes have taken place in the system of working cot
steam-engines. ... The result ... has been to realise a much greater amount of duty or work perfc
the identical engines, and that again at a very considerable reduction of the expenditure of fuel.
great many years after the introduction of steam-power into the mills and manufactories of the

above-named districts, the velocity of which, it was considered proper to work condensing stean
was about 220 feet per minute of the piston; that is to say, an engine with a 5-feet stroke was re
'rule’ to make 22 revolutions of the crankshaft per minute. Beyond this speed it was not consider
prudent or desirable to work the engine; and as all the mill gearing ... were made suitable to this
per minute speed of piston, this slow and absurdly restricted velocity ruled the working of such €
for many years. However, at length, either through fortunate ignorance of the 'rule’, or by better |
on the part of some bold innovator, a greater speed was tried, and as the result was highly favot
others followed the example, by, as it is termed, 'letting the engine away', namely, by so modifyi
proportions of the first motion wheels of the mill gearing as to permit the engine to run at 300 fee
upwards per minute, while the mill gearing generally was kept at its former speed.... This ‘letting
engine away'... has led to the almost universal 'speeding' of engines, because it was proved tha
was there available power gained from the identical engines, but also as the higher velocity of tr
yielded a greater momentum in the fly-wheel the motion was found to be much more regular.... \
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obtain more power from a steam-engine by simply permitting its piston to move at a higher veloc
(pressure of steam and vacuum in the condenser remaining the same).... Thus, for example, su|
given engine yields 40 horse-power when its piston is travelling at 200 feet per minute, if by suit:
arrangement or modification we can permit this same engine to run at such a speed as that its p
travel through space at 400 feet per minute (pressure of steam and vacuum, as before said, remn
same), we shall then have just double the power ... and as the pressure by steam and vacuum i
in both cases, the strain upon the parts of this engine will be no greater at 400 than at 200 feet <
piston, so that the risk of 'break-down' does not materially increase with the increase of speed. #
difference is, that we shall in such case consume steam at a rate proportional to the speed of pi:
nearly so; and there will he some small increase in the wear and tear of 'the brasses' or rubbing-
so slight as to be scarcely worth notice.... But in order to obtain increase of power from the same
by permitting its piston to travel at a higher velocity it is requisite ... to bum more coal per hour u
same boiler, or employ boilers of greater evaporating capabilities, i.e., greater steam-generating
This accordingly was done, and boilers of greater steam-generating or water-evaporating power
supplied to the old 'speeded' engines, and in many cases near 100 per cent more work was got
identical engines by means of such changes as above named. About ten years ago the extraorc
economical production of power as realised by the engines employed in the mining operations o
Cornwall began to attract attention; and as competition in the spinning trade forced manufacture
to 'savings' as the chief source of profits, the remarkable difference in the consumption of coal p
horsepower per hour, as indicated by the performance of the Cornish engines, as also the extra
economical performance of Woolf's double-cylinder engines, began to attract increased attentiol
subject of economy of fuel in this district, and as the Cornish and double-cylinder engines gave
horse-power for every 3&fracl12; to 4 pounds of coal per hour, while the generality of cotton-mill
engines were consuming 8 or 12 pounds per horse per hour, so remarkable a difference induce
mill-owners and engine-makers in this district to endeavour to realise, by the adoption of similar
such extraordinary economical results as were proved to be common in Cornwall and France, w
high price of coal had compelled manufacturers to look more sharply to such costly departments
establishments. The result of this increased attention to economy of fuel has been most importa
many respects. In the first place, many boilers, the half of whose surface had been in the good ¢
of high profits left exposed quite naked to the cold air, began to get covered with thick blankets ¢
and brick and plaster, and other modes and means whereby to prevent the escape of that heat 1
exposed surface which had cost so much fuel to maintain. Steam-pipes began to be 'protected’ |
same manner, and the outside of the cylinder of the engine felted and cased in with wood in like
Next came the use of 'high steam’, namely, instead of having the safety-valve loaded so as to bl
4, 6, or 8 Ibs. to the square inch, it was found that by raising the pressure to 14 or 20 Ibs. ... a ve
decided economy of fuel resulted; in other words, the work of the mill was performed by a very r
reduced consumption of coals, ... and those who had the means and the boldness carried the in
pressure and ‘expansion system' of working to the full extent, by employing properly constructec
to supply steam of 30, 40, 50, 60, and 70 Ibs. to the square inch; pressures which would have fri
an engineer of the old school out of his wits. But as the economic results of so increasing the pr«
steam... soon appeared in most unmistakable &pound; s. d. forms, the use of high-pressure ste:
for working condensing engines became almost general. And those who desired to go to the full
soon adopted the employment of the Woolf engine in its full integrity, and most of our mills lately
are worked by the Woolf engines, namely, those on which there are two cylinders to each engin:
of which the high-pressure steam from the boiler exerts or yields power by its excess of pressur:
that of the atmosphere, which, instead of the said high-pressure steam being let pass off at the ¢
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each stroke free into the atmosphere, is caused to pass into a low-pressure cylinder of about fot
the area of the former, and after due expansion passes to the condenser, the economic result ol
from engines of this class is such that the consumption of fuel is at the rate of from 3&frac12; to
coal per horse per hour; while in the engines of the old system the consumption used to be on tt
from 12 to 14 Ibs. per horse per hour. By an ingenious arrangement, the Woolf system of double
or combined low- and high-pressure engine has been introduced extensively to already existing
whereby their performance has been increased both as to power and economy of fuel. The sam
has been in use these eight or ten years, by having a high-pressure engine so connected with a
condensing engine as to enable the waste steam of the former to pass on to and work the latter.
system is in many cases very convenient.

"It would not be very easy to get an exact return as to the increase of performance or work done
identical engines to which some or all of these improvements have been applied; | am confident
however, ... that from the same weight of steam-engine machinery we are now obtaining at leas
cent more duty or work performed on the average, and that in many cases, the identical steam-¢
which in the days of the restricted speed of 220 feet per minute yielded 50 horse-power, are nov
upwards of 100. The very economical results derived from the employment of high-pressure ste:
working condensing steam-engines, together with the much higher power required by mill exten:
from the same engines, has within the last three years led to the adoption of tubular boilers, yiel
much more economical result than those formerly employed in generating steam for mill engines
(Reports of Insp. of Fact., October 1852, pp. 23-27.)

What applies to power generation also applies to power transmission and working machinery.

"The rapid strides with which improvement in machinery has advanced within these few years hi
enabled manufacturers to increase production without additional moving power. The more econt
application of labour has been rendered necessary by the diminished length of the working-day,
most well-regulated mills an intelligent mind is always considering in what manner production ca
increased with decreased expenditure. | have before me a statement, kindly prepared by a very
gentleman in my district, showing the number of hands employed, their ages, the machines at w
the wages paid from 1840 to the present time. In October 1840, his firm employed 600 hands, o
200 were under 13 years of age. In October last, 350 hands were employed, of whom 60 only w
13; the same number of machines, within very few, were at work, and the same sum in wages w
both periods. " (Redgrave's Report in Reports of Insp. of Fact., Oct. 1852, pp. 58-59.)

These improvements of the machinery do not show their full effect until they are used in new,
appropriately arranged factories.

"As regards the improvement made in machinery, | may say in the first place that a great advanc
been made in the construction of mills adapted to receive improved machinery.... In the bottom 1
double all my yarn, and upon that single floor | shall put 29,000 doubling spindles. | effect a savi
labour in the room and shed of at least 10 per cent, not so much from any improvement in the pi
doubling yarn, but from a concentration of machinery under a single management; and | am ena
drive the said number of spindles by one single shaft, a saving in shafting, compared with what «
firms have to use to work the same number of spindles, of 60 per cent, in some cases 80 per ce
is a large saving in oil, and shafting, and in grease.... With superior mill arrangements and imprc
machinery, at the lowest estimate | have effected a saving in labour of 10 per cent, a great savir
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power, coal, oil, tallow, shafting and strapping." (Evidence of a cotton spinner, Reports of Insp. ¢
Oct. 1863, pp. 109, 110.)

V. UTILISATION OF THE EXCRETIONS OF PRODUCTION

The capitalist mode of production extends the utilisation of the excretions of production and
consumption. By the former we mean the waste of industry and agriculture, slid by the latter par
excretions produced by the natural exchange of matter in the human body and partly the form oi
that remains after their consumption. In the chemical industry, for instance, excretions of produc
such by-products as are wasted in production on a smaller scale; iron filings accumulating in the
manufacture of machinery and returning into the production of iron as raw material, etc. Excretic
consumption are the natural waste matter discharged by the human body, remains of clothing in
of rags, etc. Excretions of consumption are of the greatest importance for agriculture. So far as t
utilisation is concerned, there is an enormous waste of them in the capitalist economy. In Londo
instance, they find no better use for the excretion of four and a half million human beings than tc
contaminate the Thames with it at heavy expense.

Rising prices of raw materials naturally stimulate the utilisation of waste products.

The general requirements for the re-employment of these excretions are: large quantities of suc!
such as are available only in large-scale production; improved machinery whereby materials, for
useless in their prevailing form, are put into a state fit for new production; scientific progress, pal
of chemistry, which reveals the useful properties of such waste. It is true that great savings of th
also observed in small-scale agriculture, as prevails in, say, Lombardy, southern China, and Jag
on the whole, the productivity of agriculture under this system obtains from the prodigal use of h
labour-power, which is withheld from other spheres of production.

The so-called waste plays an important role in almost every industry. Thus, the Factory Report f
December 1863 mentions as one of the principal reasons why the English and many of the Irish
do not like to grow flax, or do so but rarely, "the great waste ... which has taken place at the little
scutch mills ... the waste in cotton is comparatively small, but in flax very large. The efficiency of
steeping and of good machine scotching will reduce this disadvantage very considerably.... Flax
scutched in Ireland in a most shameful way, and a large percentage actually lost by it, equal to 2
per cent" (Reports of Insp. of Fact., Dec. 1863, pp. 139, 142), whereas all this might be avoided
the use of better machinery. So much tow fell by the wayside that the factory inspector reports: '
been informed with regard to some of the scutch mills in Ireland, that the waste made at them h:
been used by the scutchers to burn on their fires at home, and yet it is very valuable" (p. 140 of
report). We shall speak of cotton waste later, when we deal with the price fluctuations of raw ma

The wool industry was shrewder than the flax manufacturers. "It was once the common practice
the preparation of waste and woollen rags for re-manufacture, but the prejudice has entirely sub
regards the shoddy trade, which has become an important branch of the woollen trade of Yorkst
doubtless the cotton waste trade will be recognised in the same manner as supplying an admitte
Thirty years since, woollen rags, i.e., pieces of cloth, old clothes, etc., of nothing but wool, woulc
average about &pound;4 4s. per ton in price: within the last few years they have become worth

&pound;44 per ton, and the demand for them has so increased that means have been found for
the rags of fabrics of cotton and wool mixed by destroying the cotton and leaving the wool intact
now thousands of operatives are engaged in the manufacture of shoddy, from which the consun
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greatly benefited in being able to purchase cloth of a fair and average quality at a very moderate
(Reports of Insp. of Fact., Oct. 1863, p. 107.) By the end of 1862 the rejuvenated shoddy made
much as one-third of the entire consumption of wool in English industry. (Reports of Insp. of Fac
October 1862, p. 81.) The "big benefit" for the "consumer" is that his shoddy clothes wear out in
one-third of the previous time and turn threadbare in one-sixth of this time.

The English silk industry moved along the same downward path. The consumption of genuine r¢
decreased somewhat between 1839 and 1862, while that of silk waste doubled. Improved mach
helped to manufacture a silk useful for many purposes from this otherwise rather worthless stuff

The most striking example of utilising waste is furnished by the chemical industry. It utilises not ¢
own waste, for which it finds new uses, but also that of many other industries. For instance, it co
the formerly almost useless gas-tar into aniline dyes, alizarin, and, more recently, even into druc

This economy of the excretions of production through their re-employment is to be distinguished
economy through the prevention of waste, that is to say, the reduction of excretions of productio
minimum, and the immediate utilisation to a maximum of all raw and auxiliary materials required
production.

Reduction of waste depends in part on the quality of the machinery in use. Economy in oil, soap
depends on how well the mechanical parts are machined and polished. This refers to the auxilia
materials. In part, however, and this is most important, it depends on the quality of the employec
machines and tools whether a larger or smaller portion of the raw material is turned into waste ir
production process. Finally, this depends on the quality of the raw material itself. This, in turn, de
partly on the development of the extractive industry and agriculture which produce the raw mate
(strictly speaking on the progress of civilisation), and partly on the improvement of processes tht
which raw materials pass before they enter into manufacture.

"Parmentier has demonstrated that the art of grinding grain has improved very materially in Frar
a none too distant epoch, for instance the time of Louis XIV, so that the new mills, compared to
can make up to half as much more bread from the same amount of grain. The annual consumpt
Parisian, indeed, has first been estimatedsatibrsof grain, then at 3, finally at 2, while nowadays i
only 1 1/3setiers or about 342 Ibs. per capita.... In the Perche, where | have lived for a long time,
crude mills of granite and trap rock millstones have been mostly rebuilt according to the rules of
mechanics which has made such rapid progress in the last 30 years. They have been provided \
millstones from La Ferte, have ground the grain twice, the milling sack has been given a circular
and the output of flour from the same amount of grain has increased one-sixth. The enormous
discrepancy between the daily grain consumption of the Romans and ourselves is therefore eas
explained. It is due simply to imperfect methods of milling and bread-making. This is the way | fe
must explain a remarkable observation made by Pliny, XVIIl, Ch. 20, 2: .., 'The flour was sold in
depending on its quality, at 40, 48 or 96 as per modius. These prices, so high in proportion to th:
contemporaneous grain prices, are due to the imperfect state of the mills of that period, which w
in their infancy, and the resultant heavy cost of milling."™ (Dureau de la NEd@omie Politique des
RomainsParis, 1840, I, pp. 280-81.)

V. ECONOMY THROUGH INVENTIONS

These savings in the application of fixed capital are, we repeat, due to the employment of the cc
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of labour on a large scale; in short, are due to the fact that these serve as conditions of directly ¢
socialised labour or direct co-operation within the process of production. On the one hand, this i
indispensable requirement for the utilisation of mechanical and chemical inventions without incre
the price of the commodity, and this is alwaysdbeditio sine qua narOn the other hand, only
production on a large scale permits the savings derived from co-operative productive consumpti
Finally, it is only the experience of the combined labourer which discovers and reveals the wher:
how of saving, the simplest methods of applying the discoveries, and the ways to overcome the
frictions arising from carrying out the theory - in its application to the production process - etc.

Incidentally, a distinction should be made between universal labour and co-operative labour. Bor
play their role in the process of production, both flow one into the other, but both are also differe
Universal labour is all scientific labour, all discovery and all invention. This labour depends partl
co-operation of the living, and partly on the utilisation of the labours of those who have gone bef
Co-operative labour, on the other hand, is the direct co-operation of individuals.

The foregoing is corroborated by frequent observation, to wit:

1) The great difference in the cost of the first model of a new machine and that of its reproductio
(regarding which, see Ur&lhe Philosophy of ManufactureSecond edition, London, 1855&€.] and
Babbage On the Economy of Machinery and Manufactutesidon, 1832, pp. 280-81E4d.]).

2)The far greater cost of operating an establishment based on a new invention as compared to |
establishments arisingx suis ossibud his is so very true that the trail-blazers generally go bankruj
and only those who later buy the buildings, machinery, etc., at a cheaper price, make money ou
is, therefore, generally the most worthless and miserable sort of money-capitalists who draw the
profit out of all new developments of the universal labour of the human spirit and their social apg
through combined labour.

FOOTNOTES

[11] "Since in all factories there is a very large amount of fixed capital in buildings and machiner

greater the number of hours that machinery can be kept at work the greater will be the return." (|
of Insp. of Fact., 31st October, 1858, p. 8.)

[12] Cf. Ure on the progress in factory construction.
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CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 6

The Effect of Price Fluctuation

|. FLUCTUATIONS IN THE PRICE OF RAW MATERIALS, AND THEIR DIRECT EFFECTS
ON THE RATE OF PROFIT

The assumption in this case, as in previous ones, is that no change takes place in the rate of
surplus-value. It is necessary to analyse the case in its pure form. However, it might be possible
specific capital, whose rate of surplus-value remains unchanged, to employ an increasing or dec
number of labourers, in consequence of contraction or expansion caused by such fluctuations in
of raw materials as we are to analyse here. In that case the quantity of surplus-value might vary
the rate of surplus-value remains the same. Yet this should also be disregarded here as a side-i
improvements of machinery and changes in the price of raw materials simultaneously influence
number of labourers employed by a definite capital, or the level of wages, one has but to put tog
the effect caused by the variations of constant capital on the rate of profit, and 2) the effect caus
variations in wages on the rate of profit. The result is then obtained of itself.

But in general, it should be noted here, as in the previous case, that if variations take place, eith
savings in constant capital, or due to fluctuations in the price of raw materials, they always affec
of profit, even if they leave the wage, hence the rate and amount of surplus-value, untouched. T
change the magnitude of C in s'(v/C), and thus the value of the whole fraction. It is therefore imn
in this case as well -- in contrast to what we found in our analysis of surplus-value - in which sph
production these variations occur; whether or not the production branches affected by them proc
necessities for labourers, or constant capital for the production of such necessities. The deductic
here are equally valid for variations occurring in the production of luxury articles, and by luxury a
we here mean all production that does not serve the reproduction of labour-power.

The raw materials here include auxiliary materials as well, such as indigo, coal, gas, etc. Furthel
far as machinery is concerned under this head, its own raw material consists of iron, wood, leatt
Its own price is therefore affected by fluctuations in the price of raw materials used in its constru
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To the extent that its price is raised through fluctuations, either in the price of the raw materials ¢
it consists, or of the auxiliary materials consumed in its operation, the rate of profirdeiésta And
vice versa.

In the following analysis we shall confine ourselves to fluctuations in the price of raw materials, r
far as they go to make up the raw materials of machinery serving as means of labour or as auxil
materials applied in its operation, but in so far as they enter the process in which commodities a
produced. There is just one thing to be noted here: the natural wealth in iron, coal, wood, etc., w
the principal elements used in the construction and operation of machinery, presents itself here
natural fertility of capital and is a factor determining the rate of profit irrespective of the high or Ic
level of wages.

Since the rate of profit is s/C, or s/(c+v), it is evident that every thing causing a variation in the
magnitude of ¢, and thereby of C, must also bring about a variation in the rate of profit, even if s
and their mutual relation, remain unaltered. Now, raw materials are one of the principal compon
constant capital. Even in industries which consume no actual raw materials, these enter the pict
auxiliary materials or components of machinery, etc., and their price fluctuations thus according|
influence the rate of profit. Should the price of raw material fall by an amount = d, then s/C, or s/
becomes s/(C-d), or s/((c-d)+v). Thus, the rate of profit rises. Conversely, if the price of raw mate
rises, then s/C, or s/(ct+v), becomes s/(C+d), or s/((c+d)+v), and the rate of profit falls. Other con
being equal, the rate of profit, therefore, falls and rises inversely to the price of raw material. Thi:
among other things, how important the low price of raw material is for industrial countries, even |
fluctuations in the price of raw materials are not accompanied by variations in the sales sphere ¢
product, and thus quite aside from the relation of demand to supply. It follows furthermore that fc
trade influences the rate of profit, regardless of its influence on wages through the cheapening c
necessities of life. The point is that it affects the prices of raw or auxiliary materials consumed in
industry and agriculture. It is due to an as yet imperfect understanding of the nature of the rate c
and of its specific difference from the rate of surplus-value that, on the one hand, economists (lik
Torrens [R. TorrensdAn Essay on the Production of Wealtlondon, 1821, p. 28 et seqE€l.]) wrongly
explain the marked influence of the prices of raw material on the rate of profit, which they note tf
practical experience, and that, on the other, economists like Ricardo [D. Rioarttee Principles of
Political Economy, and Taxatioifhird edition, London, 1821, pp. 131-138E4d.], who cling to gener:
principles, do not recognise the influence of, say, world trade on the rate of profit.

This makes clear the great importance to industry of this elimination or reduction of customs dut
raw materials. The rational development of the protective tariff system made the utmost reductic
import duties on raw materials one of its cardinal principles. This, and the abolition of the duty or
was the main object of the English free-traders, who were primarily concerned with having the d
cotton lifted as well.

The use of flour in the cotton industry may serve as an illustration of the importance of a price re
for an article which is not strictly a raw material but an auxiliary and at the same time one of the
principal elements of nourishment. As far back as 1837, R. H. [G8¢galculated that the 100,000

power-looms and 250,000 hand-looms then operating in the cotton-mills of Great Britain annuall
consumed 41 million Ibs. of flour to smooth the warp. He added a third of this quantity for bleach
other processes, and estimated the total annual value of the flour so consumed at £342,000 for:
preceding ten years. A comparison with flour prices on the continent showed that the higher flou
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forced upon manufacturers by corn tariffs alone amounted to £170,000 per year. Greg estimatec
at a minimum of £200,000 for 1837 and cited a firm for which the flour price difference amountec
£1,000 annually. As a result, "great manufacturers, thoughtful, calculating men of business, hawvt
that ten hours' labour would be quite sufficient, if the Corn Laws were repealed". (Reports of Ins|
Fact., Oct. 1848, p. 98.) The Corn Laws were repealed. So were the duties on cotton and other |
materials. But no sooner had this been accomplished than the opposition of the manufacturers t
Hours' Bill became more violent than ever. And when the ten-hour factory day nevertheless beci
law soon after, the first result was, a general attempt to reduce wages.

The value of raw and auxiliary materials passes entirely and all at one time into the value of the
in the manufacture of which they are consumed, while the elements of fixed capital transfer their
the product only gradually in proportion to their wear and tear. It follows that the price of the proc
influenced far more by the price of raw materials than by that of fixed capital, although the rate c
is determined by the total value of the capital applied no matter how much of it is consumed in tt
making of the product. But it is evident -- although we merely mention it in passing, since we het
assume that commodities are sold at their values, so that price fluctuations caused by competitic
as yet concern us -- that the expansion or contraction of the market depends on the price of the
commodity and is inversely proportional to the rise or fall of this price. It actually develops, there
that the price of the product does not rise in proportion to that of the raw material, and that it doe
in proportion to that of raw material. Consequently, the rate of profit falls lower in one instance, ¢
higher in the other than would have been the case if products were sold at their value.

Further, the quantity and value of the employed machinery grows with the development of labou
productivity but not in the same proportion as this productivity, i.e., not in the proportion in which
machinery increases its output. In those branches of industry, therefore, which do consume raw
l.e., in which the subject of labour is itself a product of previous labour, the growing productivity «
labour is expressed precisely in the proportion in which a larger quantity of raw material absorbs
definite quantity of labour, hence in the increasing amount of raw material converted in, say, one
into products, or - processed into commodities. The value of raw material, therefore, forms an
ever-growing component of the value of the commodity-product in proportion to the developmen
productivity of labour, not only because it passes wholly into this latter value, but also because i
aliquot part of the aggregate product the portion representing depreciation of machinery and the
formed by the newly added labour -- both continually decrease. Owing to this falling tendency, tt
portion of the value representing raw material increases proportionally, unless this increase is
counterbalanced by a proportionate decrease in the value of the raw material arising from the gr
productivity of the labour employed in its own production.

Further, raw and auxiliary materials, just like wages, form parts of the circulating capital and mus
therefore, be continually replaced in their entirety through the sale of the product, while only the
depreciation is to be renewed in the case of machinery, and first of all in the form of a reserve fu
moreover, in no way essential for each individual sale to contribute its share to this reserve fund
as the total annual sales contribute their annual share. This shows again how a rise in the price
material can curtail or arrest the entire process of reproduction if the price realised by the sale o
commodities should not suffice to replace all the elements of these commodities. Or, it may mak
impossible to continue the process on the scale required by its technical basis, so that only a pa
machinery will remain in operation, or all the machinery will work for only a fraction of the usual 1
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Finally, the expense incurred through waste varies in direct proportion to the price fluctuations o
material, rising, when they rise and falling when they fall. But there is a limit here as well. The Fe
Report for April 1850 maintained: "One source of considerable loss arising from an advance in tl
of the raw material would hardly occur to any one but a practical spinner, viz., that from waste. |
informed that when cotton advances, the cost to the spinner, of the lower qualities especially, is
in a ratio beyond the advance actually paid, because the waste made in spinning coarse yarns i
per cent; and this rate, while it causes a loss of 1/2d. per Ib. on cottareati@er Ib., brings up the los
to 1d. per Ib. when cotton advances to 7d." (Reports of Insp. of Fact., April 1850, p. 17.) But whe
result of the American Civil War, the price of cotton rose to a level unequalled in almost 100 yea
report read differently: "The price now given for waste, and its re-introduction in the factory in the
of cotton waste, go some way to compensate for the difference in the loss by waste, between St
and American cotton, about 12 per cent.

"The waste in working Surat cotton being 25 per cent, the cost of the cotton to the spinner is ent
one-fourth before he has manufactured it. The loss by waste used not to be of much moment wt
American cotton was 5d. or 6d. per Ib., for it did not exceed 3/4 d. per Ib., but it is now of great
importance when upon every Ib. of cotton which costs 2s. there is a loss by waste equdl#d 6d."

(Reports of Insp. of Fact., Oct. 1863, p. 106.)
Il. APPRECIATION, DEPRECIATION, RELEASE AND TIE-UP OF CAPITAL

The phenomena analysed in this chapter require for their full development the credit system anc
competition on the world-market, the latter being the basis and the vital element of capitalist pro:
These more definite forms of capitalist production can only be comprehensively presented, how:
after the general nature of capital is understood. Furthermore, they do not come within the scop«
work and belong to its eventual continuation. Nevertheless the phenomena listed in the above ti
be discussed in a general way at this stage. They are interrelated, first with one another and, se
also with the rate and amount of profit. They are to be briefly discussed here if only because the
the impression that not only the rate, but also the amount of profit -- which is actually identical w
amount of surplus-value - could increase or decrease independently of the movements of the gt
rate of surplus-value.

Are we to consider release and tie-up of capital, on the one hand, and its appreciation and depr
on the other, as different phenomena?

The question is what we mean by release and tie-up of capital? Appreciation and depreciation a
self-explanatory. All they mean is that a given capital increases or decreases in value as a resul
general economic conditions, for we are not discussing the particular fate of an individual capital
they mean, therefore, is that the value of a capital invested in production rises or, falls, irrespect
self-expansion by virtue of the surplus-labour employed by it.

By tie-up of capital we mean that certain portions of the total value of the product must be recon
into elements of constant and variable capital if production is to proceed on the same scale. By |
capital we mean that a portion of the total value of the product which had to be reconverted into
or variable capital up to a certain time, becomes disposable and superfluous, should production
on the previous scale. This release or tie-up of capital is different from the release or tie-up of re
the annual surplus-value of an individual capital C is, let us say, equal to x, then a reduction in tf
of commodities consumed by the capitalists would make xa sufficient to procure the same enjoy
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etc., as before. A portion of the revenue = a is released, therefore, and may serve either to incre
consumption or to be reconverted into capital (for the purpose of accumulation). Conversely, if x
needed to continue to live as before, then this standard of living must either be reduced or a por
previously accumulated income = a, expended as revenue.

Appreciation and depreciation may affect either constant or variable capital, or both, and in the ¢
constant capital it may, in turn, affect either the fixed, or the circulating portion, or both.

Under constant capital we must consider the raw and auxiliary materials, including semi-finishec
products, all of which we here include under the term of raw materials, machinery, and other fixe
capital.

In the preceding analysis we referred especially to variations in the price, or the value, of raw m:
respect to their influence on the rate of profit, and determined the general law that with other cor
being equal, the rate of profit is inversely proportional to the value of the raw materials. This is
absolutely true for capital newly invested in a business enterprise, in which the investment, i.e.,
conversion of money into productive capital, is only just taking place.

But aside from this capital, which is being newly invested, a large portion of the already function
capital is in the sphere of circulation, while another portion is in the sphere of production. One pc
in the market in the shape of commodities waiting to be converted into money; another is on har
money, in whatever form, waiting to be reconverted into elements of production; finally, a third p
is in the sphere of production, partly in its original form of means of production such as raw and
materials, semi-finished products purchased in the market, machinery and other fixed capital, ar
in the form of products which are in the process of manufacture. The effect of appreciation or
depreciation depends here to a great extent on the relative proportion of these component parts
for the sake of simplicity, leave aside all fixed capital and consider only that portion of constant ¢
which consists of raw and auxiliary materials, and semi-finished products, and both finished
commodities in the market and commodities still in the process of production.

If the price of raw material, for instance of cotton, rises, then the price of cotton goods -- both

semi-finished goods like yarn and finished goods like cotton fabrics -- manufactured while cottor
cheaper, rises also. So does the value of the unprocessed cotton held in stock, and of the cottor
process of manufacture. The latter because it comes to represent more labour-time in retrospec
adds more than its original value to the product which it enters, and more than the capitalist paic

Hence, if the price of raw materials rises, and there is a considerable quantity of available finishe
commodities in the market, no matter what the stage of their manufacture, the value of these
commodities rises, thereby enhancing the value of the existing capital. The same is true for the ¢
raw materials, etc., in the hands of the producer. This appreciation of value may compensate, ot
than compensate, the individual capitalist, or even an entire separate sphere of capitalist produc
the drop in the rate of profit attending a rise in the price of raw materials. Without entering into tr
detailed effects of competition, we might state for the sake of thoroughness that 1) if available st
raw material are considerable, they tend to counteract the price increase which occurred at the |
their origin; 2) if the semi-finished and finished goods press very heavily upon the market, their
thereby prevented from rising proportionately to the price of their raw materials.

The reverse takes place when the price of raw material falls. Other circumstances remaining the
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this increases the rate of profit. The commoaodities in the market, the articles in the process of pro
and the available supplies of raw material, depreciate in value and thereby counteract the attenc
the rate of profit.

The effect of price variations for raw materials is the more pronounced, the smaller the supplies
in the sphere of production and in the market at, say, the close of a business year, i.e., after the
agriculture, when great quantities of raw materials are delivered anew.

We proceed in this entire analysis from the assumption that the rise or fall in prices expresses a
fluctuations in value. But since we are here concerned with the effects such price variations hav:
rate of profit, it matters little what is at the bottom of them. The present statements apply equally
rise or fall under the influence of the credit system, competition, etc., and not on account of fluct
in value.

Since the rate of profit equals the ratio of the excess over the value of the product to the value o
capital advanced, a rise caused in the rate of profit by a depreciation of the advanced capital wo
associated with a loss in the value of capital. Similarly, a drop caused in the rate of profit by an
appreciation of the advanced capital might possibly be associated with a gain.

As for the other portion of constant capital, such as machinery and fixed capital in general, the
appreciation of value taking place in it with respect mainly to buildings, real estate, etc., cannot t
discussed without the theory of ground-rent, and does not therefore belong in this chapter. But c
general importance to the question of depreciation are:

The continual improvements which lower the use-value, and therefore the value, of existing mac
factory buildings, etc. This process has a particularly dire effect during the first period of newly
introduced machinery, before it attains a certain stage of maturity, when it continually becomes
antiquated before it has time to reproduce its own value. This is one of the reasons for the flagre
prolongation of the working-time usual in such periods, for alternating day and night-shifts, so th
value of the machinery may be reproduced in a shorter time without having to place the figures t
and tear too high. If, on the other hand, the short period in which the machinery is effective (its s
vis-a-vis the anticipated improvements) is not compensated in this manner, it gives up so much
value to the product through moral depreciation that it cannot compete even with hand¥apour.

After machinery, equipment of buildings, and fixed capital in general, attain a certain maturity, sc
they remain unaltered for some length of time at least in their basic construction, there arises a ¢
depreciation due to improvements in the methods of reproducing this fixed capital. The value of
machinery, etc., falls in this case not so much because the machinery is rapidly crowded out anc
depreciated to a certain degree by new and more productive machinery, etc., but because it can
reproduced more cheaply. This is one of the reasons why large enterprises frequently do not flol
they pass into other hands, i.e., after their first proprietors have been bankrupted, and their succ
who buy them cheaply, therefore begin from the outset with a smaller outlay of capital.

It leaps to the eye, particularly in the case of agriculture, that the causes which raise or lower the
a product, also raise or lower the value of capital, since the latter consists to a large degree of tF
product, whether as grain, cattle, etc. (Ricardo [D. Ricddiathe Principles of Political Economy, ar
Taxation Third edition, London, 1821, Chapter Il.E€l.]).
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There is still variable capital to be considered.

Inasmuch as the value of labour-power rises because there is a rise in the value of the means o
subsistence required for its reproduction, or falls because there is a reduction in their value - anc
appreciation and depreciation of variable capital are really nothing more than expressions of the
cases -- a drop in surplus-value corresponds to such appreciation and an increase in surplus-va
depreciation, provided the length of the working-day remains the same. But other circumstances
release and tie-up of capital -- may also be associated with such cases, and since we have not ¢
them so far, we shall briefly mention them now.

If wages fall in consequence of a depreciation in the value of labour-power (which may even be
by a rise in the real price of labour), a portion of the capital hitherto invested in wages is release
Variable capital is set free. In the case of new investments of capital, this has simply the effect o
operating with a higher rate of surplus-value. It takes less money than before to set in motion the
amount of labour, and in this way the unpaid portion of labour increases at the expense of the pi
portion. But in the case of already invested capital, not only does the rate of surplus-value rise b
portion of the capital previously invested in wages is also released. Until this time it was tied up
formed a regular portion which had to be deducted from the proceeds for the product and advan
wages, acting as variable capital if the business were to continue on its former scale. Now this p
set free and may be used as a new investment, be it to extend the same business or to operate
other sphere of production.

Let us assume, for instance, that £500 per week were required at first to employ 500 labourers,
now only £400 are needed for the same purpose. If the quantity of value produced in either case
£1,000, the amount of weekly surplus-value in the first case = £500 and the rate of surplus-value
500/500=100%. But after the wage reduction the quantity of surplus-value £1,000£400=£600, at
600/400=150%. And this increase in the rate of surplus-value is the only effect for one who start
enterprise in this sphere of production with a variable capital of £400 and a corresponding const
capital. But when this takes place in a business already in operation, the depreciation of the vari
capital does not only increase the quantity of surplus-value from £500 to £600, and the rate of
surplus-value from 100 to 150%, but releases £100 of the variable capital for the further exploita
labour. Hence, the same amount of labour is exploited to greater advantage, and, what is more,
release of £100 makes it possible to exploit more labourers than before at the higher rate with tr
variable capital of £500.

Now the reverse situation. Suppose, with 500 employed labourers, the original proportion in whi
product is divided = 400v+600s=1,000, making the rate of surplus-value = 150%. In that case, tt
labourer receives £4/5 , or 16 shillings per week. Should 500 labourers cost £500 per week, due
appreciation of variable capital, each one of them will receive a weekly wage = £1, and £400 cai
only 400 labourers. If the same number of labourers as before is put to work, therefore, we have
500v+500s=1,000. The rate of surplus-value would fall from 150 to 100%, which is one-third. In
of new capital the only effect would be this lower rate of surplus-value. Other conditions being e«
rate of profit would also have fallen accordingly, although not in the same proportion. For instanc
c=2,000, we have in the one case 2,000c+400v+600s=3,000. The rate of surplus-value = 150%,
of profit = 600/2,400=25%. In the second case, 2,000c+500v+500s=3,000. The rate of surplus-v
100%, the rate of profit = 500/2,500=20%. In the case of already invested capital, however, ther:
be a dual effect. Only 400 labourers could be employed with a £400 variable capital, and that at

http://www.marxists.org/archive/marx/works/1894-c3/ch06.htm (7 of 22) [23/08/2000 16:01:05]



Capital, Vol.3, Chapter 6

surplus-value of 100%. They would therefore produce an aggregate surplus-value of only £400.
Furthermore, since a constant capital of £2,000 requires 500 labourers for its operation, 400 lab
put into motion only a constant capital of £1,600. For production to continue on the same scale,
one-fifth of the machinery does not stand idle, £100 must be added to the variable capital in ord«
employ 500 labourers as before. And this can be accomplished only by tying up hitherto dispose
capital, so that part of the accumulation intended to extend production serves merely to stop a g
portion reserved for revenue is added to the old capital. Then a variable capital increased by £11
produces £100 less surplus-value. More capital is required to employ the same number of labou
at the same time the surplus-value produced by each labourer is reduced.

The advantages resulting from a release and the disadvantages resulting from a tie-up of variab
both exist only for capital already engaged and reproducing itself under certain given conditions.
newly invested capital the advantages on the one hand, and the disadvantages on the other, are
to an increase or drop in the rate of surplus-value, and to a corresponding, if in no way proportio
change in the rate of profit.

The release and tie-up of variable capital, just analysed, is the result of a depreciation or apprec
the elements of variable capital, that is, of the cost of reproducing labour-power.

But variable capital could also be released if, with the wage rate unchanged, fewer labourers we
required due to the development of labour productivity to set in motion the same amount of cons
capital. In like manner, there may reversely be a tie-up of additional variable capital if more labo!
required for the same quantity of constant capital due to a drop in productivity. If, on the other he
portion of capital formerly employed as variable capital is employed in the form of constant capit
that merely a different distribution exists between the components of the same capital, this has ¢
influence on both the rate of surplus-value and the rate of profit, but does not belong under the t
tie-up and release of capital, which is here being discussed.

We have already seen that constant capital may also be tied up or released by the appreciation
depreciation of its component elements. Aside from this, it can be tied up only if the productive [
labour increases (provided a portion of the variable is not converted into constant capital), so the
same amount of labour creates a greater product and therefore sets in motion a larger constant
The same may occur under certain circumstances if productivity decreases, for instance in agric
that the same quantity of labour requires more means of production, such as seeds or manure,
etc., in order to produce the same output. Constant capital may be released without depreciatior
improvements, utilisation of the forces of Nature, etc., enable a constant capital of smaller value
technically perform the same services as were formerly performed by a constant capital of great

We have seen in Book Il [English edition: Vol. Il, Part IIEd.] that once commodities have been

converted into money, or sold, a certain portion of this money must be reconverted into the mate
elements of constant capital, and in the proportions required by the technical nature of the partic
sphere of production. In this respect, the most important element in all branches - aside from wa
variable capital -- is raw material, including auxiliary material, which is particularly important in si
lines of production as do not involve raw materials in the strict sense of the term, for instance in
and the extractive industries in general. That portion of the price which is to make good the weal
of machinery enters the accounts chiefly nominally so long as the machinery is at all in an opera
condition. It does not greatly matter whether it is paid for and replaced by money one day or the
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at any other stage of the period of turnover of the capital. It is quite different in the case of the ra
material. If the price of raw material rises, it may be impossible to make it good fully out of the pr
the commodities after wages are deducted. Violent price fluctuations therefore cause interruptiol
collisions, even catastrophes, in the process of reproduction. It is especially agricultural produce
l.e., raw materials taken from organic nature, which - leaving aside the credit system for the pres
subject to such fluctuations of value in consequence of changing yields, etc. Due to uncontrollak
natural conditions, favourable or unfavourable seasons, etc., the same quantity of labour may b
represented in very different quantities of use-values, and a definite quantity of these use-values
therefore have very different prices. If the value x is represented by 100 Ibs. of the commodity a,
price of one Ib. of a=x/100; if it is represented by 1,000 Ibs. of a, the price of one Ib. of a=x/1,00(
This is therefore one of the elements of these fluctuations in the price of raw materials. A seconc
element, mentioned at this point only for the sake of completeness -- since competition and the «
system are still outside the scope of our analysis - is this: It is, in the nature of things that vegeta
animal substances whose growth and production are subject to certain organic laws and bound
definite natural time periods, cannot be suddenly augmented in the same degree as, for instanc:
machines and other fixed capital, or coal, ore, etc., whose reproduction can, provided the natura
conditions do not change, be rapidly accomplished in an industrially developed country. It is thet
guite possible, and under a developed system of capitalist production even inevitable, that the p
and increase of the portion of constant capital consisting of fixed capital, machinery, etc., shoulo
considerably outstrip the portion consisting of organic raw materials, so that demand for the latte
more rapidly than their supply, causing their price to rise. Rising prices actually cause 1) these r:
materials to be shipped from greater distances, since the mounting prices suffice to cover greate
rates; 2) an increase in their production, which circumstance, however, will probably not, for natt
reasons, multiply the quantity of products until the following year; 3) the use of various previousl
unused substitutes and greater utilisation of waste. When this rise of prices begins to exert a me
influence on production and supply it indicates in most cases that the turning point has been rea
which demand drops on account of the protracted rise in the price of the raw material and of all

commodities of which it is an element, causing a reaction in the price of raw material. Aside fron
convulsions which this causes in various forms through depreciation of capital, there are also otl
circumstances, which we shall mention shortly.

But so much is already evident from the foregoing: The greater the development of capitalist prc
and, consequently, the greater the means of suddenly and permanently increasing that portion ¢
capital consisting of machinery, etc., and the more rapid the accumulation (particularly in times ¢
prosperity), so much greater the relative over-production of machinery and other fixed capital, sc
more frequent the relative under-production of vegetable and animal raw materials, and so muct
pronounced the previously described rise of their prices and the attendant reaction. And so muc
frequent are the convulsions caused as they are by the violent price fluctuations of one of the m
elements in the process of reproduction.

If, however, a collapse of these high prices occurs because their rise caused a drop in demand «
hand, and, on the other, an expansion of production in one place and in another importation fror
and previously less resorted to, or entirely ignored, production areas, and, in both cases, a supp
materials exceeding the demand -- particularly at the old high prices -- then the result may be cc
from different points of view. The sudden collapse of the price of raw materials checks their

reproduction, and the monopoly of the original producing countries, which enjoy the most favour
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conditions of production, is thereby restored - possibly with certain limitations, but restored neve
True, due to the impetus it has had, reproduction of raw material proceeds on an extended scale
especially in those countries which more or less possess a monopoly of this production. But the
which production carries on after the extension of machinery, etc., and which, after some fluctua
to serve as the new normal basis, the new point of departure, is very much extended by the dev
in the preceding cycle of turnover. In the meantime, the barely increased reproduction again exf
considerable impediments in some of the secondary sources of supply. For instance, it is easily
demonstrated on the basis of the export tables that in the last thirty years (up to 1865) the produ
cotton in India increases whenever there has been a drop in American production, and subsequ
drops again more or less permanently. During the period in which raw materials become dear, ir
capitalists join hands and form associations to regulate production. They did so after the rise of «
prices in 1848 in Manchester, for example, and similarly in the case of flax production in Ireland.
soon as the immediate impulse is over and the general principle of competition to "buy in the cht
market" (instead of stimulating production in the countries of origin, as the associations attempt"
without regard to the immediate price at which these may happen at that time to be able to supp
product) -- as soon as the principle of competition again reigns supreme, the regulation of the st
left once again to "prices". All thought of a common, all-embracing and far-sighted control of the
production of raw materials gives way once more to the faith that demand and supply will mutua
regulate one another. And it must be admitted that such control is on the whole irreconcilable wi
laws of capitalist production, and remains for ever a pious wish, or is limited to exceptional co-oy
in times of great stress and confusjbé] The superstition of the capitalists in this respect is so dee

in their reports even factory inspectors again and again throw up their hands in astonishment. Tl
alternation of good and bad years naturally also provides for cheaper raw materials. Aside from
effect this has on raising the demand, there is also the added stimulus of the previously mention
influence on the rate of profit. The aforesaid process of production of raw materials being graduz
overtaken by the production of machinery, etc., is then repeated on a larger scale. An actual img
of raw materials satisfying not only the desired quantity, but also the quality desired, such as cot
India of American quality, would require a prolonged, regularly growing and steady European de
(regardless of the economic conditions under which the Indian producer labours in his country).
however, the sphere of production of raw materials is, by fits, first suddenly enlarged, and then ¢
violently curtailed. All this, and the spirit of capitalist production in general, may be very well stuc
the cotton shortage of 186165, further characterised as it was by the fact that a raw material, on
principal elements of reproduction, was for a time entirely unavailable. To be sure, the price may
rise in the event of an abundant supply, provided the conditions for this abundance are more kni
there may be an actual shortage of raw material. It was this last situation which originally prevail
cotton crisis.

The closer we approach our own time in the history of production, the more regularly do we find,
especially in the essential lines of industry, the ever-recurring alternation between relative appre
and the subsequent resulting depreciation of raw materials obtained from organic nature. What
just analysed will be illustrated by the following examples taken from reports of factory inspector

The moral of history, also to be deduced from other observations concerning agriculture, is that
capitalist system works against a rational agriculture, or that a rational agriculture is incompatibls
the capitalist system (although the latter promotes technical improvements in agriculture), and n
either the hand of the small farmer living by his own labour or the control of associated producer
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Herewith follow the illustrations referred to above, taken from the English Factory Reports.

"The state of trade is better; but the cycle of good and bad times diminishes as machinery increz
the changes from the one to the other happen oftener, as the demand for raw materials increase
At present, confidence is not only restored after the panic of 1857, but the panic itself seems to |
forgotten. Whether this improvement will continue or not depends greatly upon the price of raw
materials. There appear to me evidences already, that in some instances the maximum has bee
beyond which their manufacture becomes gradually less and less profitable, till it ceases to be s
altogether. If we take, for instance, the lucrative years in the worsted trade of 1849 and 1850, we
the price of English combing wool stood at 1s. 1d., and of Australian at between 1s. 2d. and 1s.
Ib., and that on the average of the ten years from 1841 to 1850, both inclusive, the average price
English wool never exceeded 1s. 2d. and of Australian wool 1s. 5d. per Ib. But that in the
commencement of the disastrous year of 1857, the price of Australian wool began with 1s. 11d.,
to 1s. 6d. in December, when the panic was at its height, but has gradually risen again to 1s. 9d
1858, at which it now stands; whilst that of English wool, commencing with 1s. 8d., and rising in
and September 1857 to 1s. 9d., falling in January 1858 to 1s. 2d., has since risen to 1s. 5d., whi
per Ib. higher than the average of the ten years to which | have referred... This shows, | think, or
three things -- either that the bankruptcies which similar prices occasioned in 1857 are forgotten
there is barely the wool grown which the existing spindles are capable of consuming; or else, th:
prices of manufactured articles are about to be permanently higher... And as in past experience
seen spindles and looms multiply both in numbers and speed in an incredibly short space of tim:
exports of wool to France increase in an almost equal ratio, and as both at home and abroad the
sheep seems to be getting less and less, owing to increasing populations and to what the agricu
call ‘a quick return in stock’, so | have often felt anxious for persons whom, without this knowledc
have seen embarking skill and capital in undertakings, wholly reliant for their success on a prodt
can only be increased according to organic laws. ... The same state of supply and demand of all
materials ... seems to account for many of the fluctuations in the cotton trade during past period:
as for the condition of the English wool market in the autumn of 1857, with its overwhelming
consequences|17] (R. Baker in Reports of Insp. of Fact., Oct. 1858, pp. 56-61.)

The halcyon days of the West-Riding worsted industry, of Yorkshire, were 1849-50. This industr
employed 29,246 persons in 1838; 37,000 persons in 1843; 48,097 in 1845; and 74,891 in 1850
same district had 2,768 mechanical looms in 1838; 11,458 in 1841; 16,870 in 1843; 19,121 in 1¢
29,539 in 1850. (Reports of Insp. of Fact., 1850, p. 60.) This prosperity of the carded wool indus
excited certain forebodings as early as October 1850. In his report for April 1851, Sub-Inspector
said in regard to Leeds and Bradford: "The state of trade is, and has been for some time, very
unsatisfactory. The worsted spinners are fast losing the profits of 1850, and, in the majority of ce
manufacturers are not doing much good. | believe, at this moment, there is more woollen machil
standing than | have almost ever known at one time, and the flax spinners are also turning off he
stopping frames. The cycles of trade, in fact, in the textile fabrics, are now extremely uncertain, i
think we shall shortly find to be true ... that there is no comparison made between the producing
the spindles, the quantity of raw material, and the growth of the population” (p. 52).

The same is true of the cotton industry. In the cited report for October 1858, we read: "Since the
labour in factories have been fixed, the amounts of consumption, produce, and wages in all texti
have been reduced to a rule of three. ... | quote from a recent lecture delivered by ... the present
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Blackburn, Mr. Baynes, on the cotton trade, who by such means has reduced the cotton statistic
own neighbourhood to the closest approximation: --

"'Each real and mechanical horse-power will drive 450 self-acting mule spindles with preparatior
throstle spindles, or 15 looms for 40 inches cloth, with winding, warping, and sizing. Each horse-
in spinning will give employment to 22 operatives, but in weaving to 10 persons, at wages averay
full 10s. 6d. a week to each person. ... The average counts of yarn spun and woven are from 30
twist, and 34s. to 36s. weft yarns; and taking the spinning production at 13 ounces per spindle p
will give 824,700 Ibs. yarn spun per week, requiring 970,000 Ibs. or 2,300 bales of cotton, at a ct
£28,300... The total cotton consumed in this district (within a five-mile radius round Blackburn) p
week is 1,530,000 Ibs., or 3,650 bales, at a cost of £44,625... This is one-eighteenth of the whol
spinning of the United Kingdom, and one-sixth of the whole power-loom weaving.'

"Thus we see that, according to Mr. Baynes's calculations, the total number of cotton spindles in
United Kingdom is 28,800,000, and supposing these to be always working full time, that the ann
consumption of cotton ought to be 1,432,080,000 Ibs. But as the import of cotton, less the expor
and 1857, was only 1,022,576,832 Ibs., there must necessarily be a deficiency of supply equal t
409,503,168 Ibs. Mr. Baynes, however, who has been good enough to communicate with me on
subject, thinks that an annual consumption of cotton based upon the quantity used in the Blackk
district would be liable to be overcharged, owing to the difference, not only in the counts spun, b
excellence of the machinery. He estimates the total annual consumption of cotton in the United |
at 1,000,000,000 Ibs. But if he is right, and there really is an excess of supply equal to 22,576,8:
supply and demand seem to be nearly balanced already, without taking into consideration those
additional spindles and looms which Mr. Baynes speaks of as getting ready for work in his own ¢
and, by parity of reasoning, probably in other districts also" (pp. 59, 60).

lll. GENERAL ILLUSTRATION. THE COTTON CRISIS OF 1861-65
Preliminary History. 1845-60

1845 The golden age of cotton industry. Price of cotton very low. L. Horner says on this point: “F
last eight years | have not known so active a state of trade as has prevailed during the last sumr
autumn, particularly in cotton spinning. Throughout the half-year | have been receiving notices e
week of new investments of capital in factories, either in the form of new mills being built, of the
that were untenanted finding occupiers, of enlargements of existing mills, of new engines of incr
power, and of manufacturing machinery." (Reports of Insp. of Fact., Oct. 1845, p. 13.)

1846 The complaints begin: "For a considerable time past | have heard from the occupiers of co
mills very general complaints of the depressed state of their trade... for within the last six weeks
mills have begun to work short time, usually eight hours a day instead of twelve; this appears to
increase... There has been a great advance in the price of the raw material... there has been no
advance in the manufactured articles, but ... prices are lower than they were before the rise in cc
began. From the great increase in the number of cotton mills within the last four years, there mu
been, on the one hand, a greatly increased demand for the raw material, and, on the other, a gr
increased supply in the market of the manufactured articles; causes that must concurrently have
against profits, supposing the supply of the raw material and the consumption of the manufactur
to have remained unaltered; but, of course, in the greater ratio by the late short supply of cotton,
falling off in the demand for the manufactured articles in several markets, both home and foreigr
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(Reports of Insp. of Fact., Oct. 1846, p. 10.)

The rising demand for raw materials naturally went hand in hand with a market flooded with
manufactures. By the way, the expansion of industry at that time and the subsequent stagnation
confined to the cotton districts. The carded wool district of Bradford had only 318 factories in 18:
490 in 1846. These figures do not by any means express the actual growth of production, since
existing factories were also considerably enlarged. This was particularly true of the flax spinning
"All have contributed more or less, during the last ten years, to the overstocking of the market, tc
great part of the present stagnation of trade must be attributed... The depression... naturally rest
such rapid increase of mills and machinery." (Reports of Insp. of Fact., Oct. 1846, p. 30.)

1847 In October, a money panic. Discount 8%. This was preceded by the debacle of the railway
and the East Indian speculation in accommodation bills. But:

"Mr. Baker enters into very interesting details respecting the increased demand, in the last few y
cotton, wool, and flax, owing to the great extension of these trades. He considers the increased
for these raw materials, occurring, as it has, at a period when the produce has fallen much belov
average supply, as almost sufficient, even without reference to the monetary derangement, to ac
the present state of these branches. This opinion is fully confirmed, by my own observations, an
conversation with persons well acquainted with trade. Those several branches were all in a very
depressed state, while discounts were readily obtained at and under 5 per cent. The supply of re
has, on the contrary, been abundant, the prices moderate, and the trade, consequently, very acl
the last two or three weeks, when there is ho doubt the monetary derangement has affected not
persons actually engaged in the manufacture, but more extensively still, the manufacturers of fa
goods, who were great customers to the throwster. A reference to published returns shows that
trade had increased nearly 27 per cent in the last three years. Cotton has consequently increase
numbers, from 4d. to 6d. per Ib., while twist, in consequence of the increased supply, is yet only
fraction above its former price. The woollen trade began its increase in 1836, since which Yorks|
increased its manufacture of this article 40 per cent, but Scotland exhibits a yet greater increase
increase of the worsted trade3] is still larger. Calculations give a result of upwards of 74 per cent

increase within the same period. The consumption of raw wool has therefore been immense. Fle
increased since 1839 about 25 per cent in England, 22 per cent in Scotland, and nearly 90 per ¢
Ireland[19]; the consequence of this, in connexion with bad crops, has been that the raw materic

gone up £10 per ton, while the price of yarn has fallen 6d. a bundle." (Reports of Insp. of Fact., (
1847, pp. 30-3t.)

1849 Since late in 1848 business revived. "The price of flax which has been so low as to almost
guarantee a reasonable profit under any future circumstances, has induced the manufacturers t
their work very steadily... The woollen manufacturers were exceedingly busy for a while in the e:
of the year... | fear that consignments of woollen goods often take the place of real demand, anc
periods of apparent prosperity, i.e., of full work, are not always periods of legitimate demand. In
months the worsted has been exceedingly good, in fact flourishing... At the commencement of tf
referred to, wool was exceedingly low; what was bought by the spinners was well bought, and n
in considerable quantities. When the price of wool rose with the spring wool sales, the spinner h
advantage, and the demand for manufactured goods becoming considerable and imperative, the
" (Reports of Insp. of Fact., April 1849, p. 42.)
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"If we look at the variations in the state of trade, which have occurred in the manufacturing distri
the kingdom for a period now of between three and four years, | think we must admit the existen
great disturbing cause somewhere ... but may not the immensely productive power of increased
machinery have added another element to the same cause? " (Reports of Insp. of Fact., April 1¢
42, 43.)

In November 1848, and in May and summer of 1849, right up to October, business flourished. "1
worsted stuff of trade, of which Bradford and Halifax are the great hives of industry, has been th
most active; this trade has never before reached anything like the extent, to which it has now att
Speculation, and uncertainty as to the probable supply of cotton wool, have ever had the effect «
greater excitement, and more frequent alterations in the state of that branch of manufacture, tha
other. There is ... at present an accumulation in stock of the coarser kinds of cotton goods, whic!
anxiety on the part of the smaller spinners, and is already acting to their detriment, having cause
of them to work their mills short time. " (Reports of Insp. of Fact., Oct. 1849, pp. 64-65.)

185Q April. Business continued brisk. The exception: "The great depression in a part of the cottc
trade... attributable to the scarcity in the supply of the raw material more especially adapted to tr
engaged in spinning low numbers of cotton yarns, or manufacturing heavy cotton goods. A fear
entertained that the increased machinery built recently for the worsted trade, may be followed w
similar reaction. Mr. Baker computes that in the year 1849 alone the worsted looms have increa:
produce 40 per cent, and the spindles 25 or 30 per cent, and they are still increasing at the sam
(Reports of Insp. of Fact., April 1850, p. 54.)

185Q October. "The high price of raw cotton continues... to cause a considerable depression in t
branch of manufacture, especially in those descriptions of goods in which the raw material const
considerable part of the cost of production... The great advance in the price of raw silk has likew
caused a depression in many branches of that manufacture. " (Reports. of Insp. of Fact., Oct. 1¢
14.)

And on pages 31 and 33 of the same report we learn that the Committee of the Royal Society fo
Promotion and Improvement of the Growth of Flax in Ireland predicted that the high price of flax,
together with the low level of prices for other agricultural products, ensured a considerable incre
flax production in the ensuing year.

1853 April. Great prosperity. L. Horner says in his report: "At no period during the last seventeer
that | have been officially acquainted with the manufacturing districts in Lancashire have | knowr
general prosperity; the activity in every branch is extraordinary." (Reports of Insp. of Fact., April
p. 19.)

1853 October. Depression in the cotton industry. "Over-production.” (Reports of Insp. of Fact., C
1853, p. 15.)

1854 April. "The woollen trade, although not brisk, has given full employment to all the factories
engaged upon that fabric, and a similar remark applies to the cotton factories. The worsted trade
generally has been in an uncertain and unsatisfactory condition during the whole of the last half-
The manufacture of flax and hemp are more likely to be seriously impeded, by reason of the dinr
supplies of the raw materials from Russia due to the Crimean war." (Reports of Insp. of Fact., Aj
1854, p. 37.)
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1859 "The trade in the Scottish flax districts still continues depressed -- the raw material being s
well as high in price; and the inferior quality of the last year's crop in the Baltic, from whence cor
principal supplies, will have an injurious effect on the trade of the district; jute, however, which is
gradually superseding flax in many of the coarser fabrics, is neither unusually high in price, nor ¢
quantity ... about one-half of the machinery in Dundee is now employed in jute spinning. " (Repao
Insp. of Fact., April 1859, p. 19.) - "Owing to the high price of the raw material, flax spinning is st
from remunerating, and while all the other mills are going full time, there are several instances o
stoppage of flax machinery... Jute spinning is ... in a rather more satisfactory state, owing to the
decline in the price of material, which has now fallen to a very moderate point." (Reports of Insp.
Fact., Oct. 1859, p. 20.)

1861-64. American Civil War. Cotton Famine. The Greatest Example of an Interruption in the
Production Process through Scarcity and Dearness of Raw Material

186Q April. "With respect to the state of trade, | am happy to be able to inform you that, notwiths
the high price of raw material, all the textile manufactures, with the exception of silk, have been-
busy during the past half-year... In some of the cotton districts hands have been advertised for, i
migrated thither from Norfolk and other rural counties... There appears to be, in every branch of
great scarcity of raw material. It is ... the want of it alone, which keeps us within bounds. In the c
trade, the erection of new mills, the formation of new systems of extension, and the demand for
can scarcely, I think, have been at any time exceeded. Everywhere there are new movements ir
raw material." (Reports of Insp. of Fact., April 1860, p. 57.)

186Q October. "The state of trade in the cotton, woollen, and flax districts as been good; indeed
Ireland, it is stated to have been 'very good' for now more than a year; and that it would have be
better, but for the high price of raw material. The flax spinners appear to be looking with more ar
than ever to the opening out of India by railways, and to the development of its agriculture, for a

~

of flax which may be commensurate with their wants. " (Reports of Insp. of Fact., Oct. 1860, p. &

1861 April. "The state of trade is at present depressed... A few cotton mills are running short tim
many silk mills are only partially employed. Raw material is high. In almost every branch of textil
manufacture it is above the price at which it can be manufactured for the masses of the consum
(Reports of Insp. of Fact., April 1861, p. 33.)

It had become evident that in 1860 the cotton industry had overproduced. The effect of this mad
felt during the next few years. "It has taken between two and three years to absorb the over-pro«
1860 in the markets of the world." (Reports of Insp. of Fact., December 1863, p. 127.) "The depr
state of the markets for cotton manufactures in the East, early in 1860, had a corresponding effe
the trade of Blackburn, in which 30,000 power-looms are usually employed almost exclusively in
production of cloth to be consumed in the East. There was consequently but a limited demand f
for many months prior to the effects of the cotton blockade being felt... Fortunately this preserve
of the spinners and manufacturers from being involved in the common ruin. Stocks increased in
long as they were held, and there had been consequently nothing like that alarming depreciatior
value of property which might not unreasonably have been looked for in such a crisis. " (Reports
of Fact., Oct. 1862, pp. 29, 31.)

1861 October. "Trade has been for some time in a very depressed state... It is not improbable ir
during the winter months many establishments will be found to work very short time. This might,
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however, have been anticipated ... irrespective of the causes which have interrupted our usual s
cotton from America and our exports, short time must have been kept during the ensuing winter
consequence of the great increase of production during the last three years, and the unsettled s
Indian and Chinese markets." (Reports of Insp. of Fact., Oct. 1861, p. 19.)

Cotton Waste. East Indian Cotton (Surat). Influence on the Wages of Labourers. Improveme
Machinery. Adding Starch Flour and Mineral Substitutes to Cotton. Effect of Starch Flour Sizir
Labourers. Manufacturers of Finer Yarn Grades. Manufacturers' Fraud

"A manufacturer writes to me thus: 'As to estimates of consumption per spindle, | doubt if you ta
sufficiently into calculation the fact that when cotton is high in price, every spinner of ordinary ya
(say up to 40s.) (principally 12s. to 32s.) will raise his counts as much as he can, that is, will spir
where he used to spin 12s., or 22s. in the place of 16s., and so on; and the manufacturer using !
yarns will make his cloth the usual weight by the addition of so much more size. The trade is ave
itself of this resource at present to an extent which is even discreditable. | have heard on good &
of ordinary export shirting weighing 8 Ibs. which was made p#1s. cotton and 2/4 Ibs. size... In
cloths of other descriptions as much as 50 per cent size is sometimes added; so that a manufac
and does truly boast that he is getting rich by selling cloth for less money per pound than he pait
mere yarn of which they are composed.™ (Reports of Insp. of Fact., April 1864, p. 27.)

"l have also received statements that the weavers attribute increased sickness to the size which
dressing the warps of Surat cotton, and which is not made of the same material as formerly, viz.
This substitute for flour is said, however, to have the very important advantage of increasing gre
weight of the cloth manufactured, making 15 Ibs. of the raw material to weigh 20 Ibs. when wove
cloth." (Reports of Insp. of Fact., Oct. 1863. This substitute was ground talcum, called China cla
gypsum, called French chalk.) "The earnings of the weavers (meaning the operatives) are much
from the employment of substitutes for flour as sizing for warps. This sizing, which gives weight
yarn, renders it hard and brittle. Each thread of the warp in the loom passes through a part of th
called 'a heald', which consists of strong threads to keep the warp in its proper place, and the he
the warp causes the threads of the heald to break frequently; and it is said to take a weaver five
to tie up the threads every time they break; and a weaver has to piece these ends at least ten tir
often as formerly, thus reducing the productive powers of the loom in the working-hdbrd.,"pp.
42-43.)

"In Ashton, Stalybridge, Mossley, Oldham, etc., the reduction of the time has been fully one-thirc
the hours are lessening every week... Simultaneously with this diminution of time there is also a
reduction of wages in many departments. " (Reports of Insp. of Fact., Oct. 1861, pp. 12-13.) Ear
1861 there was a strike among the mechanical weavers in some parts of Lancashire. Several
manufacturers had announced a wage reduction of 5 to 7.5%. The operatives insisted that the w
remain the same while working-hours were reduced. This was not granted, and a strike was call
month later, the operatives had to give in. But then they got both. "In addition to the reduction of
to which the operatives at last consented, many mills are now running short time." (Reports of Ir
Fact., April 1861, p. 23:)

1862 April. "The sufferings of the operatives since the date of my last report have greatly increa:
at no period of the history of manufactures, have sufferings so sudden and so severe been born
much silent resignation and so much patient self-respect.” (Reports of Insp. of Fact., April 1862,
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"The proportionate number of operatives wholly out of employment at this date appears not to bt
larger than it was in 1848, when there was an ordinary panic of sufficient consequences to excit
amongst the manufacturers, so much as to warrant the collection of similar statistics of the state
cotton trade as are now issued weekly... In May 1848, the proportion of cotton operatives out of
Manchester out of the whole number usually employed was 15 per cent, on short time 12 per ce
70 per cent were in full work. On the 28th of May of the present year, of the whole number of pe
usually employed 15 per cent were out of work, 35 per cent were on short time, and 49 per cent
working full time... In some other places, Stockport for example, the averages of short time and «
non-employment are higher, whilst those of full time are less", because coarser numbers are spi
than in Manchester (p. 16).

1862 October. "I find by the last return to Parliament that there were 2,887 cotton factories in the
Kingdom in 1861, 2,109 of them being in my district (Lancashire and Cheshire). | was aware tha
large proportion of the 2,109 factories in my district were small establishments, giving employme
few persons, but | have been surprised to find how large that proportion is. In 392, or 19 per cen
steam-engine or waterwheel is under 10 horse-power; in 345, or 16 per cent, the horsepower is
and under 20; and in 1,372 the power is 20 horses and more... A very large proportion of these ¢
manufacturers - being more than a third of the whole number -- were operatives themselves at r
period; they are men without command of capital... The brunt of the burden then would have to |
by the remaining two-thirds. " (Reports of Insp. of Fact., Oct. 1862, pp. 18, 19.)

According to the same report, 40,146, or 11.3%, of the cotton employees in Lancashire and Che
were then working full time; 134,767, or 38%, were working short time; and 179,721, or 50.7%, \
unemployed. After deducting the returns from Manchester and Bolton, where mainly fine grades
spun, a line relatively little affected by the cotton famine, the matter looks still more unfavourable
namely, fully employed 8.5%, partly employed 38%, and unemployed 53.5% (pp. 19 and 20).

"Working up good or bad cotton makes a material difference to the operative. In the earlier part (
year, when manufacturers were endeavouring to keep their mills at work by using up all the moc
priced cotton they could obtain, much bad cotton was brought into mills in which good cotton wa
ordinarily used, and the difference to the operatives in wages was so great that many strikes toc
on the ground that they could not make a fair day's wages at the old rates... In some cases, alth
working full time, the difference in wages from working bad cotton was as much as one-half" (p.

1863 April. "During the present year there will not be full employment for much more than one-h
the cotton operatives in the country.” (Reports of Insp. of Fact., April 1863, p. 14.)

"A very serious objection to the use of Surat cotton, as manufacturers are now compelled to use
the speed of the machinery must be greatly reduced in the processes of manufacture. For some
every effort has been made to increase the speed of machinery, in order to make the same mac
produce more work; and the reduction of the speed becomes therefore a question which affects
operative as well as the manufacturer; for the chief part of the operatives are paid by the work d:
instance, spinners are paid per Ib. for the yarn spun, weavers per piece for the number of pieces
and even with the other classes of operatives paid by the week there would be a diminution of w
consideration of the less amount of goods produced. From inquiries | have made, and statemen
in my hands, of the earnings of cotton operatives during the present year, | find there is a dimint
averaging 20 per cent upon their former earnings, in some instances the diminution has been as
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50 per cent, calculated upon the same rate of wages as prevailed in 1861" (p. 13). "...The sum €
depends upon... the nature of the material operated upon... The position of the operatives in reg
amount of their earnings is very much better now (October 1863) than it was this time last year.
Machinery has improved, the material is better understood, and the operatives are able better tc
overcome the difficulties they had to contend with at first. | remember being in a sewing school (
charity institution for unemployed) at Preston last spring, when two young women, who had bee!
work at a weaving shed the day before, upon the representation of the manufacturer that they cc
4s. per week, returned to the school to be readmitted, complaining that they could not have earr
week. | have been informed of 'self-acting minders' ... men who manage a pair of self-acting mul
earning at the end of a fortnight's full work 8s. 11d., and that from this sum was deducted the rei
house, the manufacturer, however, returning half the rent as a gift. (How generous!) The minder
away the sum of 6s. 11d. In many places the self-acting minders ranged from 5s. to 9s. per wee
weavers from 2s. to 6s. per week in the last months of 1862... At the present time a much more
state of things exists, although there is still a great decrease in the earnings in most districts... T
several causes which have tended to the reduction of earnings, besides the shorter staple of the
cotton and its dirty condition; for instance, it is now the practice to mix 'waste' largely with Surat,
consequently increases the difficulties of the spinner or minder. The threads, from their shortnes
fibre, are more liable to break in the drawing out of the mule and in the twisting of the yarn, and 1
cannot be kept so continuously in motion... Then, from the great attention required in watching tl
threads in weaving, many weavers can only mind one loom, and very few can mind more than t\
looms... There has been a direct reduction of12 &nd 10 per cent upon the wages of the operative
In the majority of cases the operative has to make the best of his material, and to earn the best\
can at the ordinary rates... Another difficulty the weavers have sometimes to contend with is, the
are expected to produce well-finished cloth from inferior materials, and are subject to fine for the
in their work. " (Reports of Insp. of Fact., Oct. 1863, pp. 41-43.)

Wages were miserable, even where work was full time. The cotton workers willingly offered ther
for all public works such as drainage, road-building, stone-breaking and street-paving, in which t
were employed, to get their keep from the authorities (although this practically amounted to assi
the manufacturer. See Book I, S. 598/589 [English edition: pp. 574-#8])-The whole bourgeoisie
stood guard over the labourers. Were the worst dog's wages offered, and a labourer refused to «
them, the Relief Committee would strike him from its lists. It was in a way a golden age for the
manufacturers, for the labourers had either to starve or work at a price most profitable for the bo
The Relief Committees acted as watch-dogs. At the same time, the manufacturers acted in secr
agreement with the government to hinder emigration as much as possible, partly to retain in rea
capital invested in the flesh and blood of the labourers, and partly to safeguard the house-rent s
out of the labourers.

"The Relief Committees acted with great strictness upon this point. If work was offered, the oper
whom it was proposed were struck off the lists, and thus compelled to accept the offer. When th
objected to accept work... the cause has been that their earnings would have been merely nomi
the work exceedingly severe." (Reports of Insp. of Fact., Oct. 1863, p. 97.)

The operatives were willing to perform any work given to them under the Public Works Act. "The
principle upon which industrial employments were organised varied considerably in different tow
in those places even in which the outdoor work was not absolutely a labour test the manner in w
labour was remunerated by its being paid for either at the exact rate of relief, or closely approxin
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the rate, it became in fact a labour test" (p. 69). "The Public Works Act of 1863 was intended to |
this inconvenience, and to enable the operative to earn his day's wages as an independent labo
purpose of this Act was three-fold: firstly, to enable local authorities to borrow money of the Excl
Loan Commissioners (with consent of the President of the Central Relief Committee); secondly,
facilitate the improvement of the towns of the cotton districts; thirdly, to provide work and remun
wages to the unemployed operatives." Loans to the amount of £883,700 had been granted unde
up to the end of October 1863 (p. 70). The works undertaken were mainly canalisation, road-bui
street-paving, water-works reservoirs, etc.

Mr. Henderson, president of the committee in Blackburn, wrote with reference to this to factory i
Redgrave: "Nothing in my experience, during the present period of suffering and distress, has st
more forcibly or given me more satisfaction, than the cheerful alacrity with which the unemploye
operatives of this district have accepted of the work offered to them through the adoption of the

Works Act, by the Corporation of Blackburn. A greater contrast than that presented between the
spinner as a skilled workman in a factory, and as a labourer in a sewer 14 or 18 feet deep, can ¢
conceived. " (Depending on the size of his family, he earned 4 to 12s. per week, this enormous i
providing sometimes for a family of eight. The towns-men derived a double profit from this. In the
place, they secured money to improve their smoky and neglected cities at exceptionally low inte
rates. In the second place, they paid the labourers far less than the regular wage.) "Accustomed
been to a temperature all but tropical, to work at which agility and delicacy of manipulation availe
infinitely more than muscular strength and to double and sometimes treble the remuneration whi
possible for him now to obtain, his ready acceptance of the proffered employment involved an al
self-denial and consideration the exercise of which is most creditable. In Blackburn the men hav
tested at almost every variety of outdoor work; in excavating a stiff heavy clay soil to a considerz
depth, in draining, in stone-breaking, in road-making, and in excavating for street sewers to a de
14, 16, and sometimes 20 feet. In many cases while thus employed they are standing in mud an
the depth of 10 or 12 inches, and in all they are exposed to a climate which, for chilly humidity is
surpassed | suppose, even if it is equalled, by that of any district in England” (pp. 91-92). "The ¢
of the operatives has been almost blameless, and their readiness to accept and make the best ¢
labour"” (p. 69).

1864 April. "Complaints are occasionally made in different districts at the scarcity of hands, but
deficiency is chiefly felt in particular departments, as, for instance of weavers... These complaint
their origin as much from the low rate of wages which the hands can earn owing to the inferior q
of yarn used, as from any positive scarcity of work-people even in that particular department. Nu
differences have taken place during the past month between the masters of particular mills and-
operatives in respect of the wages. Strikes, | am sorry to say, are but too frequently resorted to,.
effect of the Public Works Act is felt as a competition by the mill-owners. The local committee at
has suspended operations, for although all the mills are not running, yet a scarcity of hands has
experienced." (Reports of Insp. of Fact., April 1864, pp. 9, 10.) It was indeed high time for the
manufacturers. Due to the Public Works Act the demand for labour grew so strong that many a t
hand was earning 4 to 5 shillings daily in the quarries of Bacup. And so the public works were gt
suspended - this new edition of tAeliers nationauof 1848, but this time instituted in the interests
the bourgeoisie.

Experiments in corpore vili
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"Although | have given the actual earnings of the operatives (fully employed) in several mills, it ¢
follow that they earn the same amount week by week. The operatives are subject to great fluctu
from the constant experimentalising of the manufacturers upon different kinds and proportions o
and, waste in the same mill, the 'mixings' as it is called, being frequently changed; and the earni
operatives rise and fall with the quality of the cotton mixings; sometimes they have been within 1
cent of former earnings, and then in a week or two, they have fallen from 50 to 60 per cent." Insj
Redgrave, who makes this report, then proceeds to cite wage figures taken from actual practice
the following examples may suffice:

A, weaver, family of 6, employed 4 days a week, 6s. 8.5d.; B, twister, employed 4.5 days a weel
weaver, family of 4, employed 5 days a week, 5s. 1d.; D, slubber, family of 6, employed 4 days ¢
7s. 10d.; E, weaver, family of 7, employed 3 days a week, 5s., etc. Redgrave continues: "The ak
returns are deserving of consideration, for they show that work would become a misfortune in m
family, as it not merely reduces the income, but brings it so low as to be utterly insufficient to prc
more than a small portion of the absolute wants, were it not that supplemental relief is granted tc
operatives when the wages of the family do not reach the sum that would be given to them as re
they were all unemployed.” (Reports of Insp. of Fact., Oct. 1863, pp. 50-53.)

"In no week since the 5th of June last was there more than two days seven hours and a few min
employment for all the workers.Ihid., p. 121.)

From the beginning of the crisis to March 25, 1863, nearly three million pounds sterling were exj
by the guardians, the Central Relief Committee, and the Mansion House Comibittieep.(13.)

"In a district in which the finest yarn is spun... the spinners suffer an indirect reduction of 15 per
consequence of the change from South Sea Island to Egyptian cotton... In an extensive district,
parts of which waste is largely used as a mixture with Surat... the spinners have had a reduction
cent, and have lost from 20 to 30 per cent in addition, through working Surat and waste. The we
reduced from 4 looms to 2 looms. In 1860, they averaged 5s. 7d. per loom, in 1863, only 3s. 4d.
fines, which formerly varied from 3d. to 6d. (for the weaver) on American, now run up to from 1s
6d." In one district, where Egyptian cotton was used with an admixture of East Indian "the avera
mule spinners, which was in 1860 18s. to 25s., now averages from 10s. to 18s. per week, cause
addition to inferior cotton, by the reduction of the speed of the mule to put an extra amount of tw
yarn, which in ordinary times would be paid for according to list" (pp. 43, 44). "Although the Indie
cotton may have been worked to profit by the manufacturer, it will be seen (see the wage list on
that the operatives are sufferers compared with 1861, and if the use of Surat be confirmed, the ¢
will want to earn the wages of 1861, which would seriously affect the profits of the manufacturer
he obtain compensation either in the price of the raw cotton or of his products” (p. 105).

House-Rent'The rent is frequently deducted from the wages of operatives, even when working <
time, by the manufacturers whose cottages they may be occupying. Nevertheless the value of tt
property has diminished, and houses may be obtained at a reduction of from 25 to 50 per cent u
rent of the houses in ordinary times; for instance, a cottage which would have cost 3s. 6d. per w
now be had for 2s. 4d. per week, and sometimes even for less" (p. 57).

Emigration The employers were naturally opposed to emigration of labourers, because, on the ¢
“"looking forward to the recovery of the cotton trade from its present depression, they keep withir
reach the means whereby their mills can be worked in the most advantageous manner". On the
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hand, "many manufacturers are owners of the houses in which operatives employed in their mill.
and some unquestionably expect to obtain a portion of the back rent owing" (p. 96).

Mr. Bernall Osborne said in a speech to his parliamentary constituents on October 22, 1864, tha
labourers of Lancashire had behaved like the ancient philosophers -- (Stoics). Not like sheep?

FOOTNOTES

[13] The Factory Question and the Ten Hours' BY#IR. H. Greg, London, 1837, p. 115.

[14] The report errs in the final sentence. Instead of 6d. it should be 3d. for loss through waste. ~

amounts to 25% in the case of Surat, and onlyd® 15% in the case of American cotton, and this
latter is meant, the same percentage having been correctly calculated for the price of 5 to 6d. It |
however, that also in the case of American cotton brought to Europe during the latter years of th
War the proportion of waste often rose considerably higher than befbre --

[15] For examples see Babbaga[the Economy of Machinery and Manufactutesidon, 1832, pp.
280-81.-Ed. ), among others. The usual expedient -- a reduction of wages -- is also employed in
instance, so that this continual depreciation acts quite contrary to the dreams of Mr. Carey's "hai
brain".

[16] Since the above was written (1865), competition on the world-market has been considerabl
intensified by the rapid development of industry in all civilised countries, especially in America al
Germany. The fact that the rapidly and enormously expanding productive forces today outgrow 1
control of the laws of the capitalist mode of commodity exchange, within which they are suppose
operate, impresses itself more and more even on the minds of the capitalists. This is disclosed ¢
by two symptoms. First, by the new general mania for a protective tariff, which differs from the o
protectionism in that now articles fit for export are those best protected. And secondly, by the tru
manufacturers of whole spheres of production which regulate production, and thus prices and pt
goes without saying that these experiments are practicable only so long as the economic climats
relative favourable. The first storm must upset them and prove that, although production assurec
regulation, it is certainly not the capitalist class which is fitted for that task. Meanwhile, the trusts
no other mission but to see to it that the little fish are swallowed by the big fish still more rapidly
before. -F.E.

[17] It goes without saying that we do not, like Mr. Balexplainthe wool crisis of 1857 on the basis

the disproportion between the prices of raw material and product. This disproportion was itself b
symptom, and the crisis was a general ong.E:

[18] A sharp distinction is made in England between woollen manufacture, which spins carded y

short wool and weaves it (main centre Leeds), and worsted manufacture, which makes worsted
long wool and weaves it (main seat Bradford, in Yorkshirdj.E-

[19] This rapid expansion of output of machine-made linen yarn in Ireland dealt a death-blow to «
of linen made of hand-made yarn in Germany (Silesia, Lusatia, and Westph#&lig). --
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part |
THE CONVERSION OF SURPLUS-VALUE INTO PROFIT AND OF THE RATE OF
SURPLUS-VALUE INTO THE RATE OF PROFIT

CHAPTER 7

Supplementary Remarks

Suppose, as is assumed in this part, the amount of profit in any particular sphere of production €
sum of the surplus-value produced by the total capital invested in that sphere. Even then the bot
will not consider his profit as identical with surplus-value, i.e., with unpaid surplus-labour, and, tc
sure, for the following reasons:

1) In the process of circulation he forgets the process of production. He thinks that surplus-value
when he realises the value of commodities, which includes realisation of their surplus-value. [A |
space which follows in the manuscript, indicates that Marx intended to dwell in greater detail on
point. --F. E]

2) Assuming a uniform degree of exploitation, we have seen that regardless of all modifications
originating in the credit system, regardless of the capitalists' efforts to outwit and cheat one anot
lastly, regardless of any favourable choice of the market -- the rate of profit may differ considera
depending on the low or high prices of raw materials and the experience of the buyer, on the rel:
productivity, efficiency and cheapness of the machinery, on the greater or lesser efficiency of the
aggregate arrangement in the various stages of the productive process, elimination of waste, the
simplicity and efficiency of management and supervision, etc. In short, given the surplus-value f
certain variable capital, it still depends very much on the individual business acumen of the capi
of his managers and salesmen, whether this same surplus-value is expressed in a greater or sir
profit, and accordingly yields a greater or smaller amount of profit. Let the same surplus-value o
the product of £1,000 in wages, obtain in enterprise A for a constant capital of £9,000, and in en
B for £11,000. In case A we have p'=1,000/10,000 or 10%. In case B we have p'=1,000/12,000,
1/3%. The total capital produces relatively more profit in enterprise A than in B, because of a higl
of profit, although the variable capital advanced in both cases = £1,000 and the surplus-value pr
by each likewise = £1,000, so that in both cases there exists the same degree of exploitation of
number of labourers. This difference in the presentation of the same mass of surplus-value, or t
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difference in the rates of profit, and therefore in the profit itself, while the exploitation of labour is
same, may also be due to other causes. Still, it may also be due wholly to a difference in the bus
acumen with which both establishments are run. And this circumstance misleads the capitalist, ¢
him that his profits are not due to exploiting labour, but, at least in part, to other independent
circumstances, and particularly his individual activity.

The analyses in this first part demonstrate the incorrectness of the view (Rodbectake[Briefe an
von Kirchmann, Dritter Brief: Widerlegung der Ricardo'schen Lehre von der Grundrente und
Begriindung einer neuen RententheodBerlin, 1851, S. 125. £d.]) according to which (as distinct
from ground-rent, in which case, for example, the area of real estate remains the same and yet 1
rises) a change in the magnitude of an individual capital is supposed to have no influence on the
profit to capital, and thus on the rate of profit, because if the mass of profit should grow, so does
of capital upon which it is calculated, and vice versa.

This is true only in two cases. First, when -- assuming that all other circumstances, especially th
surplus-value, remain unchanged -- there is a change in the value of that commodity which is a

money-commodity. (The same occurs in a merely nominal change of value, the rise or fall of mo
tokens of value, other conditions being equal.) Let the total capital = £100, and the profit = £20,
of profit being = 20%. Should gold fall by half, or double, the same capital previously worth only

will be worth £200 if it falls and the profit will be worth £40, i.e., it will be expressed in so much n
instead of the former £20; if it rises, the capital of £100 will be worth only £50, and the profit will

represented by a product, whose value will be £10. But in either case 200:40 = 50:10 = 100:20 =
all these examples there would, however, have been no actual change in the magnitude of capit
and only in the money-expression of the same value and the same surplus-value. For this reaso
the rate of profit, could not be affected.

In the second case there is an actual change of magnitude in the value, but unaccompanied by .
the ratio of v to c; in other words, with a constant rate of surplus-value the relation of capital inve
labour-power (variable capital considered as an index of the amount of labour-power set in motis
capital invested in means of production remains the same. Under these circumstances, no matte
we have C, or nC, or C/n, e.qg., 1,000, or 2,000, or 500, and the rate of profit being 20%, the profi
in the first case, =400 in the second, and =100 in the third. But 200:1,000 = 400:2,000 = 100:50(
That is to say, the rate of profit is unchanged, because the composition of capital remains the se
not affected by the change in magnitude. Therefore, an increase or decrease in the amount of p
shows merely an increase or decrease in the magnitude of the invested capital.

In the first case there is, therefore, but the appearance of a change in the magnitude of the emp
capital, while in the second case there is an actual change in magnitude, but no change in the o
composition of the capital, i.e., in the relative proportions of its variable and constant portions. B
the exception of these two cases, a change in the magnitude of the employed capital is egthdtah
a preceding change in the value of one of its components, and therefore of a change in the relat
magnitude of these components (as long as the surplus-value itself does not change with the va
capital); or, this change of magnitude (as in labour-processes on a large scale, introduction of ne
machinery, etc.) is theauseof a change in the relative magnitude of its two organic components. |
these cases, other circumstances remaining the same, a change in the magnitude of the employ
must therefore be accompanied simultaneously by a change in the rate of profit.
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A rise in the rate of profit is always due to a relative or absolute increase of the surplus-value in
to its cost of production, i.e., to the advanced total capital, or to a decrease in the difference betv
rate of profit and the rate of surplus-value.

Fluctuations in the rate of profit may occur irrespective of changes in the organic components of
capital, or of the absolute magnitude of the capital, through a rise or fall in the value of the fixed
circulating advanced capital caused by an increase or a reduction of the working-time required fi
reproduction, this increase or reduction taking place independently of the already existing capita
value of every commodity -- thus also of the commodities making up the capital -- is determined
the necessary labour-time contained in it, but by the social labour-time required for its reproduct
reproduction may take place under unfavourable or under propitious circumstances, distinct fron
conditions of original production. If, under altered conditions, it takes double or, conversely, half
time, to reproduce the same material capital, and if the value of money remains unchanged, a ci
formerly worth £100 would be worth £200, or £50 respectively. Should this appreciation or depre
affect all parts of capital uniformly, then the profit would also be accordingly expressed in double
half, the amount of money. But if it involves a change in the organic composition of the capital, it
ratio of the variable to the constant portion of capital rises or falls, then, other circumstances ren
the same, the rate of profit will rise with a relatively rising variable capital and fall with a relatively
falling one. If only the money-value of the advanced capital rises or falls (in consequence of a ct
the value of money), then the money-expression of the surplus-value rises, or falls, in the same
proportion. The rate of profit remains unchanged.

Transcribed for the Internet by Hinrich Kuhls

Next: Chapter 8

Table of Contents for Capital, Vol. Il

Marxist Writers Archive

http://www.marxists.org/archive/marx/works/1894-c3/ch07.htm (3 of 3) [23/08/2000 16:01:08]



Capital, Vol.3, Chapter 8

Karl Marx
Capital, Volume Il

Part Il
CONVERSION OF PROFIT INTO
AVERAGE PROFIT

CHAPTER VII

Different Compositions of Capitals in Different Branches of
Production and Resulting Differences in Rates of Profit

In the preceding part we demonstrated, among other things, that the rate of profit may vary -- ris
-- while the rate of surplus-value remains the same. In the present chapter we assume that the i
labor exploitation, and therefore the rate of surplus-value and the length of the working-day, are
in all the spheres of production into which the social labor of a given country is divided. Adam Si
already comprehensively shown that the numerous differences in the exploitation of labor in vari
spheres of production balance one another by means of all kinds of existing compensations, or

compensations accepted as such on the basis of current prejudice, so that they are merely evar
distinctions and are of no moment in a study of the general relations. Other differences, for insta
in the wage scale, rest largely on the difference between simple and complicated labor mentione
beginning of Book | (S. 19), and have nothing to do with the intensity of exploitation in the differe
spheres of production, although they render the lot of the laborer in those spheres very unequal.
instance, if the labor of a goldsmith is better paid than that of a day-laborer, the former's surplus
produces proportionately more surplus-value than the latter's. And although the equalizing of we
working-days, and thereby of the rates of surplus-value, among different spheres of production,

among different investments of capital in the same sphere of production, is checked by all kinds
obstacles, it is nevertheless taking place more and more with the advance of capitalist productio
subordination of all economic conditions to this mode of production. The study of such frictions,
important to any special work on wages, may be dispensed with as incidental and irrelevant in a
analysis of capitalist production. In a general analysis of this kind it is usually always assumed tf
actual conditions correspond to their conception, or, what is the same, that actual conditions are
represented only to the extent that they are typical of their own general case.

The difference in the rates of surplus-value in different countries, and consequently the national
differences in the degree of exploitation of labor, are immaterial for our present analysis. What w
to show in this part is precisely the way in which a general rate of profit takes shape in any giver
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country. It is evident, however, that a comparison of the various national rates of profit requires ¢
collation of the previously studied with that which is here to be studied. First one should conside
differences in the national rates of surplus-value, and then, on the basis of these given rates, a «
should be made of the differences in the national rates of profit. In so far as those differences ar
to differences in the national rates of surplus-value, they must be due to circumstances in which
surplus-value is assumed, just as in the analysis of this chapter, to be universally the same, i.e.,

We demonstrated in the preceding chapter that, assuming the rate of surplus-value to be consta
of profit obtaining for a given capital may rise or fall in consequence of circumstances which rais
lower the value of one or the other portion of constant capital, and so affect the proportion betwe
variable and constant components of capital. We further observed that circumstances which pro
reduce the time of turnover of an individual capital may similarly influence the rate of profit. Sinc
mass of the profit is identical with the mass of the surplus-value, and with the surplus-value itsel
also seen that theassof the profit -- as distinct from thate of profit -- is not affected by the
aforementioned fluctuations of value. They only modify the rate in which a given surplus-value, ¢
therefore a profit of a given magnitude, express themselves; in other words, they modify only the
magnitude of profit, i.e., its magnitude compared with the magnitude of the advanced capital. In¢
as capital was tied up or released by such fluctuations of value, it was not only the rate of profit,
profit itself, which was likely to be affected in this indirect manner. However, this has then alway:
applied only to such capital as was already invested, and not to new investments. Besides, the |
reduction of profit always depended on the extent to which the same capital could, in consequer
such fluctuation of value, set in motion more or less labor; in other words, it depended on the ex
which the same capital could, with the rate of surplus-value remaining the same, obtain a larger
smaller amount of surplus-value. Far from contradicting the general rule, or from being an excer
it, this seeming exception was really but a special case in the application of the general rule.

It was seen in the preceding part that, the degree of exploitation remaining constant, changes in
of the component parts of constant capital and in the time of turnover of capital are attended by
in the rate of profit. The obvious conclusion is that the rates of profit in different spheres of prodt
existing side by side have to differ when, other circumstances remaining unchanged, the time of
of capitals employed in the different spheres differs, or when the value-relation of the organic

components of these capitals differs in the various branches of production. What we previously |
as changes occurring successively with one and the same capital is now to be regarded as simt
differences among capital investments existing side by side in different spheres of production.

In these circumstances we shall have to analyze: 1) the differenceongémec compositiomf capitals,
and 2) the difference in their period of turnover.

The premise in this entire analysis is naturally that by speaking of the composition or turnover of
capital in a certain line of production we always mean the average normal proportions of capital
in this sphere, and generally the average in the total capital employed in that particular sphere, ¢
the accidental differences of the individual capitals.

Since it is further assumed that the rate of surplus-value and the working-day are constant, and
assumption also implies constant wages, a certain quantity of variable capital represents a defin
guantity of labor-power set in motion, and therefore a definite quantity of materialized labor. If,

therefore, £100 represent the weekly wage of 100 laborers, indicating 100 actual labor-powers, !
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times £100 indicate the labour-powers of n times 100 laborers, and £100/n those of 100/n labore
variable capital thus serves here (as is always the case when the wage is given) as an index of |
of labor set in motion by a definite total capital. Differences in the magnitude of the employed va
capitals serve, therefore, as indexes of the difference in the amount of employed labor-power. If
indicate 100 laborers per week, and represent 6,000 working-hours at 60 working-hours per wee
£200 represent 12,000, and £50 only 3,000 working-hours.

By composition of capital we mean, as stated in Book I, the proportion of its active and passive
components, i.e., of variable and constant capital. Two proportions enter into consideration unde
heading. They are not equally important, although they may produce similar effects under certai
circumstances.

The first proportion rests on a technical basis, and must be regarded as given at a certain stage
development of the productive forces. A definite quantity of labor-power represented by a definit
number of laborers is required to produce a definite quantity of products in, say, one day, and --
self-evident -- thereby to consume productively, i.e., to set in motion, a definite quantity of mean
production, machinery, raw materials, etc. A definite number of laborers corresponds to a definit
guantity of means of production, and hence a definite quantity of living labor to a definite quantit
labor materialized in means of production. This proportion differs greatly in different spheres of
production, and frequently even in different branches of one and the same industry, although it r
coincidence be entirely or approximately the same in entirely separate lines of industry.

This proportion forms the technical composition of capital and is the real basis of its organic
composition.

However, it is also possible that this first proportion may be the same in different lines of industn
provided variable capital is merely an index of labor-power and constant capital merely an index
mass of means of production set in motion by this labor-power. For instance, certain work in cog
iron may require the same ratio of labor-power to mass of means of production. But since coppe
expensive than iron, the value-relation between variable and constant capital is different in each
hence also the value-composition of the two total capitals. The difference between the technical
composition and the value composition is manifested in each branch of industry in that the value
of the two portions of capital may vary while the technical composition is constant, and the
value-relation may remain the same while the technical composition varies. The latter case will,
course, be possible only if the change in the ratio of the employed masses of means of productic
labor-power is compensated by a reverse change in their values.

The value-composition of capital, inasmuch as it is determined by, and reflects, its technical con
is called theorganiccomposition of capital.

In the case of variable capital, therefore, we assume that it is the index of a definite quantity of

labor-power, or of a definite number of laborers, or a definite quantity of living labor set in motior
have seen in the preceding part that a change in the magnitude of the value of variable capital n
eventually indicate nothing but a higher or lower price of the same mass of labor. But here, whel
rate of surplus-value and the working-day are taken to be constant, and the wages for a definite
period are given, this is out of the question. On the other hand, a difference in the magnitude of
constant capital may likewise be an index of a change in the mass of means of production set in
by a definite quantity of labor-power. But it may also stem from a difference in value between the
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of production set in motion in one sphere and those of another. Both points of view must therefo
examined here.

Finally, we must take note of the following essential facts:

Let £100 be the weekly wage of 100 laborers. Let the weekly working-hours=60. Furthermore, le
rate of surplus-value= =100%. In this case, the laborers work 30 of the 60 hours for themselves
hours gratis for the capitalist. In fact, the £100 of wages represent just the 30 working-hours of 1
laborers, or altogether 3,000 working-hours, while the other 3,000 hours worked by the laborers
incorporated in the £100 of surplus-value, or in the profit pocketed by the capitalist. Although the
of £100 does not, therefore, express the value in which the weekly labor of the 100 laborers is
materialized, it indicates nevertheless (since the length of the working-day and the rate of .surpli
are given) that this capital sets in motion 100 laborers for 6,000 working-hours. The capital of £1
indicates this, first, because it indicates the number of laborers set in motion, with £1=1 laborer |
hence £100=100 laborers; and, secondly, because, since the rate of surplus-value is given as 1!
of these laborers performs twice as much work as is contained in his wages, so that £1, i.e., his
which is the expression of half a week of labor, actuates a whole week's labor, just as £100 sets
100 weeks of labor. although it contains only 50. A very essential distinction is thus to be made i
to variable capital laid out in wages. Its value as the sum of wages, i.e., as a certain amount of
materialised labour, is to be distinguished from its value as a mere index of the mass of living lal
which it sets in motion. The latter is always greater than the labour which it incorporates, and is,
therefore, represented by a greater value than that of the variable capital. This greater value is
determined, on the one hand, by the number of labourers set in motion by the variable capital ar
other, by the quantity of surplus-labour performed by them.

It follows from this manner of looking upon variable capital that:

When a capital invested in production sphere A expends only 100 in variable capital for each 70
capital, leaving 600 for constant capital, while a capital invested in production sphere B expends
variable and only 100 for constant capital, then capital A of 700 sets in motion only 100 of labou
or, in the terms of our previous assumption, 100 weeks of labour, or 6,000 hours of living labour
the same amount of capital B will set in motion 600 weeks of labour, or 36,000 hours of living lal
The capital in A would then appropriate only 50 weeks of labour, or 3,000 hours of surplus-labot
the same amount of capital in B would appropriate 300 weeks of labour, or 18,000 hours. Variak
capital is not only the index of the labour embodied in it. When the rate of surplus-value is knowi
also an index of the amount of labour set in motion over and above that embodied in itself, i.e., ¢
surplus-labour. Assuming the same intensity of exploitation, the profit in the first case would be :
=1/7=14 2/7%, and in the second case, 600/700 = 6/7 = 85 5/7%, or a six-fold rate of profit. In tt
the profit itself would actually be six times as great, 600 in B as against 100 in A, because the s:
capital set in motion six times as much living labour, which at the same level of exploitation mea
times as much surplus value, and thus six times as much profit.

But if the capital invested in A were not 700 but £7,000, while that invested in B were only £700,
organic composition of both were to remain the same, then the capital in A would employ £1,00(
£7,000 as variable capital, that is, 1,000 labourers per week = 60,000 hours of living labour, of w
30,000 would be surplus-labour. Yet each £700 of the capital in A would continue to set in motio
one-sixth as much living labour, and hence only one-sixth as much surplus-labour, as the capita
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and would produce only one-sixth as much profit. If we consider the rate of profit, then in A 100C
100/700 = 14 2/7%, as compared with 600/700, or 85 5/7%, in B. Taking equal amounts of capit
rates of profit differ because, owing to the different masses of living labour set in motion, the ma
surplus-value, and thus of profit, differ, although the rates of surplus-value are the same.

We get practically the same result if the technical conditions are the same in both spheres of prc
but the value of the elements of the employed constant capital is greater or smaller in the one th
other. Let us assume that both invest £100 as variable capital and therefore employ 100 laboure
week to set in motion the same quantity of machinery and raw materials. But let the latter be mo
expensive in B than in A. For instance, let the £100 of variable capital set in motion £200 of con:
capital in A, and £400 in B. With the same rate of surplus value, of 100%, the surplus-value proc
in either case equal to £100. Hence, the profit is also equal to £100 in both. But the rate of profit
100/200c+100v = 1/8 = 33 1/3%, while in B it is 100/400c+100v = 1/5 = 20%. In fact, if we selecl
certain aliquot part of the total capital in either case, we find that in every £100 of B only £20, or
one-fifth, constitute variable capital, while in every £100 of A £33 I/3, or one-third, form variable «
B produces less profit for each £100, because it sets in motion less living labour than A. The diff
in the rates of profit thus resolves itself once more, in this case, into a difference of the masses «
because of the masses of surplus-value, produced by each 100 of invested capital.

The difference between this second example and the first is just this: The equalisation between .
in the second case would require only a change in the value of the constant capital of either A ol
provided the technical basis remained the same. But in the first case the technical composition i
different in the two spheres of production and would have to be completely changed to achieve i
equalisation.

The different organic composition of various capitals is thus independent of their absolute magni
Is always but a question of how much of every 100 is variable and how much constant capital.

Capitals of different magnitude, calculated in percentages, or, what amounts to the same in this
capitals of the same magnitude operating for the same working-time and with the same degree «
exploitation may produce very much different amounts of profit, because of surplus-value, for thq
that a difference in the organic composition of capital in different spheres of production implies a
difference in their variable part, thus a difference in the quantities of living labour set in motion b
and therefore also a difference in the quantities of surplus-labour appropriated by them. And this
surplus-labour is the substance of surplus-value, and thus of profit. In different spheres of produ
equal portions of the total capital comprise unequal sources of surplus-value, and the sole sourc
surplus-value is living labour. Assuming the same degree of labour exploitation, the mass of lab:
motion by a capital of 100, and consequently the mass of surplus-labour appropriated by it, dep
the magnitude of its variable component. If a capital, consisting in per cent of 90c+10v, produce:
much surplus-value, or profit, at the same degree of exploitation as a capital consisting of 10c+¢
would be as plain as day that the surplus-value, and thus value in general, must have an entirely
source than labour, and that political economy would then be deprived of every rational basis. If
to assume all the time that £1 stands for the weekly wage of a labourer working 60 hours, and tf
rate of surplus-value is 100%, then it is evident that the total value product of one labourerinav
£2. Ten labourers would then produce no more than £20. And since £10 of the £20 replace the \
ten labourers cannot produce more surplus-value than £10. On the other hand, 90 labourers, wr
product is £180, and whose wages amount to £90, would produce a surplus-value of £90. The r:
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profit in the first case would thus be 10 %, and in the other 90 % . If this were not so, then value
surplus-value would be something else than materialised labour. Since capitals in different sphe
production viewed in percentages-or as capitals of equal magnitude-are divided differently into v
and constant capital, setting in motion unequal quantities of living labour and producing different
surplus-values, and therefore profits, it follows that the rate of profit, which consists precisely of
of surplus-value to total capital in per cent, must also differ.

Now, if capitals in different spheres of production, calculated in per cent, i. e., capitals of equal
magnitude, produce unequal profits in consequence of their different organic composition, then i
that the profits of unequal capitals in different spheres of production cannot be proportional to th
respective magnitudes, or that profits in different spheres of production are not proportional to th
magnitude of the respective capitals invested in them. For if profits were tguoatato the
magnitude of invested capital, it would mean that in per cent the profits would be the same, so ti
different spheres of production capitals of equal magnitude would have equal rates of profit, in s
their different organic composition. It is only in the same sphere of production, where we have a
organic composition of capital, or in different spheres with the same organic composition of capi
the amounts of profits are directly proportional to the amounts of invested capitals. To say that tt
of unequal capitals are proportional to their magnitudes would only mean that capitals of equal
magnitude yield equal profits, or that the rate of profit is the same for all capitals, whatever their
magnitude and organic composition.

These statements hold good on the assumption that the commodities are sold at their values. Tl
a commodity is equal to the value of the constant capital contained in it, plus the value of the vai
capital reproduced in it, plus the increment-the surplus-value produced-of this variable capital. A
same rate of surplus-value, its quantity evidently depends on the quantity of the variable capital.
value of the product of an individual capital of 100 is, in one case, 90c+10v +10s =110; and in tt
10c+90v+90s=190. If the commodities go at their values, the first product is sold at 110, of whick
represent surplus-value, or unpaid labour, and the second at 190, of which 90 represent surplus
unpaid labour.

This is particularly important in comparing rates of profit in different countries. Let us assume the
rate of surplus-value in one European country is 100%, so that the labourer works half of the
working-day for himself and the other half for his employer. Let us further assume that the rate ¢
in an Asian country is 25%, so that the labourer works four-fifths of the working-day for himself,
one-fifth for his employer. Let 84c+I6v be the composition of the national capital in the Europear
country, and 16c+84v in the Asian country, where little machinery, etc., is used, and where a giv
quantity of labour-power consumes relatively little raw material productively in a given time. Thei!
have the following calculation:

In the European country the value of the product = 84c+16v+ +16s=116; rate of profit = 16/100 -
In the Asian country the value of the product =16c+84v+ +21s =121, rate of profit=100=21%.

The rate of profit in the Asian country is thus more than 25% higher than in the European countr
although the rate of surplus-value in the former is one-fourth that of the latter. Men like Carey, B
andtutti quanti would arrive at the very opposite conclusion.

By the way, different national rates of profit are mostly based on different national rates of surplt
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But in this chapter we compare unequal rates of profit derived from the same rate of surplus-vali

Aside from differences in the organic composition of capitals, and therefore aside from the differ
masses of labour-and consequently, other circumstances remaining the same, from different me
surplus-labour set in motion by capitals of the same magnitude in different spheres of productior
yet another source of inequality in rates of profit. This is the different period of turnover of capita
different spheres of production. We have seen in Chapter IV that, other conditions being equal, 1
of profit of capitals of the same organic composition are inversely proportional to their periods of
turnover. We have also seen that the same variable capital turned over in different periods of tin
produces different quantities of annual surplus-value. The difference in the periods of turnover is
therefore another reason why capitals of equal magnitude in different spheres of production do r
produce equal profits in equal periods, and why, consequently, the rates of profit in these differe
spheres differ.

As far as the ratio of the fixed and circulating capital in the composition of capitals is concerned,
however, it does not in itself affect the rate of profit in the least. It can affect the rate of profit onl
one case, this difference in composition coincides with a different ratio of the variable and const:
so that the difference in the rate of profit is due to this latter difference, and not to the different re
fixed and circulating capital; and, in the other case, if the difference in the ratio of the fixed and
circulating parts of capital is responsible for a difference in the period of turnover in which a cert:
profit is realised. If capitals are divided into fixed and circulating capital in different proportions, t|
naturally always influence the period of turnover and cause differences in it. But this does not im
the period of turnover, in which the same capitals realise certain profits, is different. For instance
continually have to convert the greater part of its product into raw materials, etc., while B may us
same machinery, etc., for a longer time, and may need less raw material, but both A and B, bein
occupied in production, always have a part of their capital engaged, the one in raw materials, i.e
circulating capital, and the other in machinery, etc., or in fixed capital. A continually converts a p
of its capital from the form of commodities into that of money, and the latter again into the form ¢
material, while B employs a portion of its capital for a longer time as an instrument of labour witr
such conversions. If both of them employ the same amount of labour, they will indeed sell quant
products of unequal value in the course of the year, but both quantities of products will contain €
amounts of surplus-value, and their rates of profit, calculated on the entire capital invested, will
same, although their composition of fixed and circulating capital, and their periods of turnover, a
different. Both capitals realise equal profits in equal periods, although their periods of turnover a
different.[1] The difference in the period of turnover is in itself of no importance, except so far as
affects the mass of surplus-labour appropriated and realised by the same capital in a given time
therefore, a different division into fixed and circulating capital does not necessarily imply a differ:
period of turnover, which would in its turn imply a different rate of profit, it is evident that if there
such difference in the rates of profit, it is not due to a different ratio of fixed to circulating capital
such, but rather to the fact that this different ratio indicates an inequality in the periods of turnowve
affecting the rate of profit.

It follows, therefore, that the different composition of constant capital in respect to its fixed and

circulating portions in various branches of production has in itself no bearing on the rate of profit
is the ratio of variable to constant capital which decides this question, while the value of the con:
capital, and therefore also its magnitude in relation to the variable is entirely unrelated to the fixe
circulating nature of its components. Yet it may be found -- and this often leads to incorrect conc
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-- that wherever fixed capital is considerably advanced this but expresses the fact that productio
large scale, so that constant capital greatly outweighs the variable, or that the living labour-powe
employs is small compared to the mass of the means of production which it operates.

We have thus demonstrated that different lines of industry have different rates of profit, which
correspond to differences in the organic composition of their capitals and, within indicated limits,
their different periods of turnover; given the same time of turnover, the law (as a general tenden:
profits are related to one another as the magnitudes of the capitals, and that, consequently, capi
equal magnitude yield equal profits in equal periods, applies only to capitals of the same organic
composition, even with the same rate of surplus-value. These statements hold good on the asst
which has been the basis of all our analyses so far, namely that the commodities are sold at the
There is no doubt, on the other hand, that aside from unessential, incidental and mutually comp
distinctions, differences in the average rate of profit in the various branches of industry do not e»
reality, and could not exist without abolishing the entire system of capitalist production. It would
therefore, that here the theory of value is incompatible with the actual process, incompatible witf
phenomena of production, and that for this reason any attempt to understand these phenomena
given up.

It follows from the first part of this volume that the cost-prices of products in different spheres of
production are equal if equal portions of capital have been advanced for their production, howev
different the organic composition of such capitals. The distinction between variable and constan:
escapes the capitalist in the cost-price. A commodity for whose production he must advance £1(
him just as much, whether he invests 90c+10v, or 10c+90v. It costs him £100 in either case -- n
and no less. The cost-prices are the same for equal capitals in different spheres, no matter how
produced values and surplus-values may differ. The equality of cost-prices is the basis for comp
among invested capitals, whereby an average profit is brought about.

FOOTNOTES

[1] [It follows from Chapter IV that the above statement correctly applies only when capitals A ar
differently composed in respect to their values, but that the percentages of their variable parts al
proportionate to their periods of turnover, i.e., inversely proportionate to their number of turnovel
capital A have the following percentages of composition: 20c fixed+70c circulating and thus
90c+10v=100. At a rate of surplus-value of 100% the I0v produces 10s in one turnover, yielding
profit for one turnover =10%. Let capital B = 60c fixed +20c circulating, and thus 80c+20v=100. -
20v produce 20s in one turnover at the above rate of surplus-value, yielding a rate of profit for ol
turnover=20%, which is double that of A. But if A is turned over twice per year, and B only once,
x 10 also make 20s per year, and the annual rate of profit is the same for both, nam&yEJ40%.-

Next: Chapter Nine
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part Il
CONVERSION OF PROFIT INTO AVERAGE PROFIT

CHAPTER IX

FORMATION OF A GENERAL RATE OF PROFIT
(AVERAGE RATE OF PROFIT)

AND TRANSFORMATION OF THE VALUES

OF COMMODITIES

INTO PRICES OF PRODUCTION

The organic composition of capital depends at any given time on two circumstances: first, on the
technical relation of labour power employed to the mass of the means of production employed,; ¢
on the price of these means of production. This composition, as we have seen, must be examin
basis of percentage ratios. We express the organic composition of a certain capital consisting 4/
constant and 1/5 of variable capital, by the formula 80c+20v. It is furthermore assumed in this
comparison that the rate of surplus-value is unchangeable. Let it be any rate picked at random; :
100%. The capital of 80c+20v then produces a surplus-value of 20s, and this yields a rate of prc
20% on the total capital. The magnitude of the actual value of its product depends on the magni
the fixed part of the constant capital, and on the portion which passes from it through wear and t
the product. But since this circumstance has absolutely no bearing on the rate of profit, and hen:
present analysis, we shall assume, for the sake of simplicity, that the constant capital is everywt
uniformly and entirely transferred to the annual product of the capitals. It is further assumed that
capitals in the different spheres of production annually realise the same quantities of surplus-val
proportionate to the magnitude of their variable parts. For the present, therefore, we disregard tf
difference which may be produced in this respect by variations in the duration of turnovers. This
will be discussed later.

Let us take five different spheres of production, and let the capital in each have a different organ
composition as follows:
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Capitals Rate of Surplus-Value ofRate; of
Surplus-Valué/alue Product Profit

l. 80c+20v 100% 20 120 20%

[I. 70c+30v 100% 30 130 30%

[1l. 60c+40v 100% 40 140 40%

IV. 85c+15v 100% 15 115 15%

V. 95c+5v  100% 5 105 5%

Here, in different spheres of production with the same degree of exploitation, we find considerak
different rates of profit corresponding to the different organic composition of these capitals.

The sum total of the capitals invested in these five spheres of production=500; the sum total of t
surplus-value produced by them=110; the aggregate value of the commodities produced by ther
we consider the 500 as a single capital, and capitals | to V merely as its component parts (as, S¢
different departments of a cotton mill, which has different ratios of constant to variable capital in
carding, preparatory spinning, spinning, and weaving shops, and in which the average ratio for t
factory as a whole has still to be calculated), the mean composition of this capital of 500
would=390c+110v, or, in per cent,=78c+22v. Should each of the capitals of 100 be regarded as
of the total capital, its composition would equal this average of 78c+22v; for every 100 there wol
average surplus-value of 22; thus, the average rate of profit would=22%, and, finally, the price o
fifth of the total product produced by the 500 would=122. The product of each fifth of the advanc
capital would then have to be sold at 122.

But to avoid entirely erroneous conclusions it must not be assumed that all cost-prices=100.

With 80c+20v and a rate of surplus-value=100%, the total value of commodities produced by ca
100 would be 80c+20v+20s=120, provided the entire constant capital went into the annual prodt
this may under certain circumstances be the case in some spheres of production. But hardly in ¢
where the proportion of c:.v=4:1. We must, therefore, remember in comparing the values product
each 100 of the different capitals, that they will differ in accordance with the different compositiol
as to its fixed and circulating parts, and that, in turn, the fixed portions of each of the different ca
depreciate slowly or rapidly as the case may be, thus transferring unequal quantities of their valt
product in equal periods of time. But this is immaterial to the rate of profit. No matter whether the
give up a value of 80, or 50, or 5, to the annual product, and the annual product
consequently=80c+20v+20s =120, or 50c+20v+20s =90, or 5v+20v+20s=45; in all these cases t
redundance of-the product's value over its cost-price=20, and in calculating the rate of profit the:
related to the capital of 100 in all of them. The rate of profit of capital I, therefore, is 20% in even
To make this still plainer, we let different portions of constant capital go into the value of the proc
the same five capitals in the following table:

Capitals Rate of Surplus-Ratg ofUsed upvalue of_ _ Cqst-

Surplus-Valué/alue Profit ¢ commoditiesPrice
l. 80c+20v 100% 20 20% 50 90 70
[I. 70c+30v 100% 30 30% 51 111 81
[1l. 60c+40v 100% 40 40% 51 131 91
IV. 85c+15v 100% 15 15% 40 70 55
V. 95c+5v  100% 5 5% 10 20 15
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390c+110v -- 110 110% -- -- --  Total
78c+22v -- 22 22% - -- --  Average

If we now again consider capitals | to V as a single total capital, we shall see that, in this case a
composition of the sums of these five capitals=500=390c+110v, so that we get the same averag
composition=78c+22v, and, similarly, the average surplus-value remains 22. If we divide this
surplus-value uniformly among capitals | to V, we get the following commodity-prices:

Capitals Surplus-Value of N Cost—Priqe_ ofPrice of N RateT oﬂI)e_viation of
Value CommoditiesCommodities<CommoditieProfit Price from Value

[. 80c+20v 20 90 70 92 22% +2

[I. 70c+30v 30 111 81 103 22% -8

[1l. 60c+40v 40 131 91 113 22% -18

V. 85c+15v 15 70 55 77 22% +7

V.95c+5v 5 20 15 37 22% +17

Taken together, the commodities are sold at 2+7+17=26 above, and 8+18=26 below their value,
the deviations of price from value balance out one another through the uniform distribution of
surplus-value, or through addition of the average profit of 22 per 100 units of advanced capital tc
respective cost-prices of the commodities | to V. One portion of the commaodities is sold above it
in the same proportion in which the other is sold below it. And it is only the sale of the commaodit
such prices that enables the rate of profit for capitals | to V to be uniformly 22%, regardless of th
different organic composition. The prices which obtain as the average of the various rates of pro
different spheres of production added tithe cost-prices of the different spheres of production, cor
the prices of production. They have as their prerequisite the existence of a general rate of profit,
again, presupposes that the rates of profit in every individual sphere of production taken by itsel
previously been reduced to just as many average rates. These particular rates of profit = s/c in €
sphere of production, and must, as occurs in Part | of this book, be deduced out of the values of
commodities. Without such deduction the general rate of profit (and consequently the price of pr
of commodities) remains a vague and senseless conception.Hence, the price of production of a
commodity is equal to its cost-price plus the profit, allotted to it in per cent, in accordance with th
general rate of profit, or, in other words, to its cost - price plus the average profit.

Owing to the different organic compositions of capitals invested in different lines of production, a
hence, owing to the circumstance that -- depending on the different percentage which the variak
makes up in a total capital of a given magnitude -- capitals of equal magnitude put into motion v
different quantities of labour, they also appropriate very different quantities of surplus-labour or
very different quantities of surplus-value. Accordingly, the rates of profit prevailing in the various
branches of production are originally very different. These different rates of profit are equalized |
competition to a single general rate of profit, which is the average of all these different rates of p
The profit accruing in accordance with this general rate of profit to any capital of a given magnitt
whatever its organic composition, is called the average profit. The price of a commodity, which i
to its cost-price plus the share of the annual average profit on the total capital invested (not mer«
consumed) in its production that falls to it in accordance with the conditions of turnover, is called
price of production. Take, for example, a capital of 500, of which 100 is fixed capital, and let 109
wear out during one turnover of the circulating capital of 400. Let the average profit for the perio
turnover be 10%. In that case the cost-price of the product created during this turnover will be 1(
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wear plus 400 (c+v) circulating capital = 410, and its price of production will be 410 cost-price pli
(10% profit on 500) 50=460.

Thus, although in selling their commodities the capitalists of the various spheres of production re
the value of the capital consumed in their production, they do not secure the surplus-value, and
consequently the profit, created in their own sphere by the production of these commaodities. Wh
secure is only as much surplus-value, and hence profit, as falls, when uniformly distributed, to tF
of every aliquot part of the total social capital from the total social surplus-value, or profit, produc
given time by the social capital in all spheres of production. Every 100 of an invested capital, wh
its composition, draws as much profit in a year, or any other period of time, as falls to the share
100, the Nth part of the total capital, during the same period. So far as profits are concerned, the
capitalists are just so many stockholders in a stock company in which the shares of profit are un
divided per 100, so that profits differ in the case of the individual capitalists only in accordance w
amount of capital invested by each in the aggregate enterprise, i.e., according to his investment
production as a whole, according to the number of his shares. Therefore, the portion of the price
commodities which replaces the elements of capital consumed in the production of these commu
the portion, therefore, which will have to be used to buy back these consumed capital-values, i.e
cost-price, depends entirely on the outlay of capital within the respective spheres of production.
other element of the price of commodities, the profit added to this cost-price, does not depend o
amount of profit produced in a given sphere of production by a given capital in a given period of
depends on the mass of profit which falls as an average for any given period to each individual ¢
an aliquot part of the total social capital invested in social production.

When a capitalist sells his commodities at their price of production, therefore, he recovers mone
proportion to the value of the capital consumed in their production and secures profit in proportic
advanced capital as the aliquot part in the total social capital. His cost-prices are specific. But th
added to them is independent of his particular sphere of production, being a simple average per
of invested capital.

Let us assume that the five different investments | to V of the foregoing illustration belong to one
The quantity of variable and constant capital consumed per 100 of the invested capital in each ¢
departments | to V in the production of commodities | to V would, needless to say, make up a pe
their price, since at least this price is required to recover the advanced and consumed portions ¢
capital. These cost-prices would therefore be different for each class of the commodities | to V, ¢
would as such be set differently by the owner. But as regards the different quantities of surplus-\
profit, produced by | to V, they might easily be regarded by the capitalist as profit on his advance
aggregate capital, so that each 100 units would get their definite aliquot part. Hence, the cost-pr
the commodities produced in the various departments | to V would be different; but that portion ¢
selling price derived from the profit added per 100 capital would be the same for all these comm
The aggregate price of the commodities | to V would therefore equal their aggregate value, i.e.,
of the cost-prices | to V plus the sum of the surplus-values, or profits, produced in | to V. It woulc
actually be the money-expression of the total quantity of past and newly applied labour incorpor:
commodities | to V. And in the same way the sum of the prices of production of all commodities
produced in society -- the totality of all branches of production -- is equal to the sum of their valu

This statement seems to conflict with the fact that under capitalist production the elements of pr¢
capital are, as a rule, bought on the market, and that for this reason their prices include profit wk
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already been realised, hence, include the price of production of the respective branch of industn
with the profit contained in it, so that the profit of one branch of industry goes into the cost-price
another. But if we place the sum of the cost-prices of the commodities of an entire country on or
and the sum of its surplus-values, or profits, on the other, the calculation must evidently be right
instance, take a certain commodity A.. Its cost-price may contain the profits of B, C, D, etc., just
cost-prices of B, C, D, etc., may contain the profits of A. Now, as we make our calculation the pr
will not be included in its cost-price, nor will the profits of B, C, D, etc., be included in theirs. Nob
ever includes his own profit in his cost-price. If there are, therefore, n spheres of production, anc
makes a profit amounting to p, then their aggregate cost-price = k-np. Considering the calculatio
whole we see that since the profits of one sphere of production pass into the cost-price of anoth
are therefore included in the calculation as constituents of the total price of the end-product, anc
cannot appear a second time on the profit side. If any do appear on this side, however, then onl
the commodity in question is itself an ultimate product, whose price of production does not pass
cost-price of some other commodity.

If the cost-price of a commodity includes a sum = p, which stands for the profits of the producers
means of production, and if a profit=p1 is added to this cost-price, the aggregate profit P=P+P1.
aggregate cost-price of the commaodity, considered without the profit portions, is then its own co:
minus P. Let this cost-price be k. Then, obviously, k+p=k+p+pl. In dealing with surplus-values, \
seen in Book | that the product of every capital may be so treated, as though a part of it replace:
capital, while the other part represents only surplus-value. In applying this approach to the aggre
product of society, we must make some rectifications. Looking upon society as a whole, the prof
contained in, say, the price of flax cannot appear twice -- not both as a portion of the linen price
the profit of the flax.

There is no difference between surplus-value and profit, as long as, e.g., A's surplus-value pass
constant capital. It is, after all, quite immaterial to the value of the commodities, whether the labc
contained in them is paid or unpaid. This merely shows that B pays for A's 's surplus-value. A's
surplus-value cannot be entered twice in the total calculation.

But the difference is this: Aside from the fact that the price of a particular product, let us say that
capital B, differs from its value because the surplus-value realised in B may be greater or smalle
profit added to the price of the products of B, the same circumstance applies also to those comn
which form the constant part of capital B, and indirectly also its variable part, as the labourers' n
of life. So far as the constant portion is concerned, it is itself equal to the cost-price plus the
surplus-value, here therefore equal to cost-price plus profit, and this profit may again be greater
smaller than the surplus-value for which it stands. As for the variable capital, the average daily v
indeed always equal to the value produced in the number of hours the labourer must work to prc
necessities of life. But this number of hours is in its turn obscured by the deviation of the prices «
production of the necessities of life from their values. However, this always resolves itself to one
commodity receiving too little of the surplus-value while another receives too much, so that the
deviations from the value which are embodied in the prices of production compensate one anott
capitalist production, the general law acts as the prevailing tendency only in a very complicated
approximate manner, as a never ascertainable average of ceaseless fluctuations.

Since the general rate of profit is formed by taking the average of the various rates of profit for e
of capital invested in a definite period, e.g., a year, it follows that in it the difference brought abot

http://www.marxists.org/archive/marx/works/1894-c3/ch09.htm (5 of 12) [23/08/2000 16:01:18]



Capital, Vol.3, Chapter 9

different periods of turnover of different capitals is also effaced. But these differences have a de:
bearing on the different rates of profit in the various spheres of production whose average forms
general rate of profit.

In the preceding illustration concerning the formation of the average rate of profit we assumed e
capital in each sphere of production=100, and we did so to show the difference in the rates of pr
per cent, and thus also the difference in the values of commodities produced by equal amounts
But it goes without saying that the actual amounts of surplus-value produced in each sphere of

production depend on the magnitude of the invested capitals, since the composition of capital is
each sphere of production. Yet the actual rate of profit in any particular sphere of production is n
affected by the fact that the capital invested is 100, or m times 100, or xm times 100. The rate ol
remains 10%, whether the total profit is 10: 100, or 1,000: 10,000.

However, since the rates of profit differ in the various spheres of production, with very much diffe
guantities of surplus-value, or profit, being produced in them, depending on the proportion of the
to the total capital, it is evident that the average profit per 100 of the social capital, and hence th:
average, or general, rate of profit, will differ considerably in accordance with the respective mag!
of the capitals invested in the various spheres. Let us take four capitals A, B, C, D. Let the rate ¢
surplus-value for all=100%. Let the variable capital for each 100 of the total be 25in A, 40 in B, .
and 10 in D. Then each 100 of the total capital would yield a surplus-value, or profit, of 25 in A, ¢
15in C, and 10 in D. This would total 90, and if these four capitals are of the same magnitude, tl
average rate of profit would then be 90/4 or 22 1/2%.

Suppose, however, the total capitals are as follows: A=200, B=300, C=1,000, D=4,000. The prof
produced would then respectively=50, 120, 150, and 400. This makes a profit of 720, and an a
of profit of 13 1/11% for 5,500, the sum of the four capitals.

The masses of the total value produced differ in accordance with the magnitudes of the total cay
invested in A, B, C, D, respectively. The formation of the average rate of profit is, therefore, not |
matter of obtaining the simple average of the different rates of profit in the various spheres of prt
but rather one of the relative weight which these different rates of profit have in forming this avetr
This, however, depends on the relative magnitude of the capital invested in each particular sphe
the aliquot part which the capital invested in each particular sphere forms in the aggregate socia
There will naturally be a very great difference, depending on whether a greater or smaller part o
capital produces a higher or lower rate of profit. And this, again, depends on how much capital it
invested in spheres, in which the variable capital is relatively small or large compared to the tota
It is just like the average interest obtained by a usurer who lends various quantities of capital at «
interest rates; for instance, at 4, 5, 6, 7%, etc. The average rate will depend entirely on how muc
capital he has loaned out at each of the different rates of interest.

The general rate of profit is, therefore, determined by two factors:

1) The organic composition of the capitals in the different spheres of production, and thus, the di
rates of pro fit in the individual spheres.

2) The distribution of the total social capital in these different spheres, and thus, the relative mag
the capital invested in each particular sphere at the specific rate of profit prevailing in it; i.e., the
share of the total social capital absorbed by each individual sphere of production.

In Books | and Il we dealt only with thalueof commodities. On the one hand, tlwesst-pricehas now
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been singled out as a part of this value, and, on the otheritlkeof productiorof commodities has
been developed as its converted form.

Suppose the composition of the average social capital is 80c+20v and the annual rate of surplus
is 100%. In that case the average annual profit for a capital of 100=20, and the general annual r
profit=20%. Whatever the cost-price, k, of the commodities annually produced by a capital of 10
price of production would then be k+20. In those spheres of production in which the composition
capital would = (80-x)c +(20+x)v, the actually produced surplus-value, or the annual profit produ
that particular sphere, would be 20+x, that is, greater than 20, and the value of the produced
commodities=k+20+x, that is, greater than k+20, or greater than their price of production. In thos
spheres, in which the composition of the capital=(80+x)c+(20-x)v, the annually produced surplus
or profit, would= 20-x, or less than 20, and consequently the value of the commaodities k+20-x le
the price of production, which=k+20. Aside from possible differences in the periods of turnover, 1
price of production of the commodities would then equal their value only in spheres, in which the
composition would happen to be 80c+20v.

The specific development of the social productivity of labour in each particular sphere of produci
varies in degree, higher or lower, depending on how large a quantity of means of production are
motion by a definite quantity of labour, hence in a given working-day by a definite number of lab
and, consequently, on how small a quantity of labour is required for a given quantity of means o
production. Such capitals as contain a larger percentage of constant and a smaller percentage ¢
capital than the average social capital are, therefore, called capit@herfcomposition, and,
conversely, those capitals in which the constant is relatively smaller, and the variable relatively ¢
than in the average social capital, are called capitdtsvalr composition. Finally, we call those capit:
whose composition coincides with the average, capitals of average composition. Should the ave
social capital be composed in per cent of 80c+20v, then a capital of 90cHiighes and a capital of
70c+ +30viower than the social average. Generally speaking, if the composition of the average s
capital=mc+nv, in which m and n are constant magnitudes and m+n=100, the formula (m+x)c+(r
represents the higher composition, and (m-x)c+ +(n+x)v the lower composition of an individual ¢
or group of capitals. The way in which these capitals perform their functions after establishment
average rate of profit and assuming one turnover per year, is shown in the following tabulation, i
| represents the average composition with an average rate of profit of 20%.

[) 80v+20v+20s. Rate of profit=20%.

Price of product=120. Value=120.
[I) 90c+10v+10s. Rate of profit=20%.

Price of product=120. Value=110.
[11) 70c+30v+30s. Rate of profit=20%.

Price of product=120. Value=130.

The value of the commodities produced by capital 1l would, therefore, be smaller than their price
production, the price of production of the commaodities of Il smaller than their value, and only in
case of capital | in branches of production in which the composition happens to coincide with the
average, would value and price of production be equal. In applying these terms to any particular
note must, however, be taken whether a deviation of the ratio between ¢ and v is simply due to ¢
in the value of the elements of constant capital, rather than to a difference in the technical comp
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The foregoing statements have at any rate modified the original assumption concerning the dete
of the cost-price of commodities. We had originally assumed that the cost-price of a commodity
the value of the commodities consumed in its production. But for the buyer the price of productic
specific commodity is its cost-price, and may thus pass as cost-price into the prices of other con
Since the price of production may differ from the value of a commaodity, it follows that the cost-pr
commodity containing this price of production of another commodity may also stand above or be
portion of its total value derived from the value of the means of production consumed by it. It is
necessary to remember this modified significance of the cost-price, and to bear in mind that ther
always the possibility of an error if the cost-price of a commodity in any particular sphere is iden:
with the value of the means of production consumed by it. Our present analysis does not necess
closer examination of this point. It remains true, nevertheless, that the cost-price of a commodity
always smaller than its value. For no matter how much the cost-price of a commodity may differ
the value of the means of production consumed by it, this past mistake is immaterial to the capit
cost-price of a particular commodity is a definite condition which is given, and independent of the
production of our capitalist, while the result of his production is a commodity containing surplus-
therefore an excess of value over and above its cost-price. For all other purposes, the statemen
cost-price is smaller than the value of a commodity has now changed practically into the statem
the cost-price is smaller than the price of production. As concerns the total social capital, in whic
price of production is equal to the value, this statement is identical with the former, namely that t
cost-price is smaller than the value. And while it is modified in the individual spheres of productic
fundamental fact always remains that in the case of the total social capital the cost-price of the
commodities produced by it is smaller than their value, or, in the case of the total mass of social
commodities, smaller than their price of production, which is identical with their value. The cost-|
a commodity refers only to the quantity of paid labour contained in it, while its value refers to all
and unpaid labour contained in it. The price of production refers to the sum of the paid labour plt
certain quantity of unpaid labour determined for any particular sphere of production by condition
which it has no control.

The formula that the price of production of a commodity=k+p, i.e., equals its cost-price plus profi
now more precisely defined with p=kp' (p' being the general rate of profit). Hence the price of
production=k+kp'. If k=300 and p'=15%, then the price of production is k+kp'=300+300x15/100, «

The price of production of the commodities in any particular sphere may change in magnitude:

1) If the general rate of profit changes independently of this particular sphere, while the value of
commodities remains the same (the same quantities of congealed and living labour being consu
their production as before).

2) If there is a change of value, either in this particular sphere in consequence of technical chan
consequence of a change in the value of those commodities which form the elements of its cons
capital, while the general rate of profit remains unchanged.

3) Finally, if a combination of the two aforementioned circumstances takes place.

In spite of the great changes occurring continually, as we shall see, in the actual rates of profit w
individual spheres of production, any real change in the general rate of profit, unless brought ab:
way of an exception by extraordinary economic events, is the belated effect of a series of fluctue
extending over very long periods, fluctuations which require much time before consolidating and
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equalising one another to bring about a change in the general rate of profit. In all shorter periods
aside from fluctuations of market-prices), a change in the prices of production is, therefore, alwa
traceable prima facie to actual changes in the value of commodities, i.e., to changes in the total
labour-time required for their production. Mere changes in the money-expression of the same ve
naturally, not at all considered here.

On the other hand, it is evident that from the point of view of the total social capital the value of t
commodities produced by it (or, expressed in money, their price)=value of constant capital+valu:
variable capital+surplus-value. Assuming the degree of labour exploitation to be constant, the ra
profit cannot change so long as the mass of surplus-value remains the same, unless there is a c
either the value of the constant capital the value of the variable capital, or the value of both, so"
changes, and thereby s/C, which represents the general rate of profit In each case, therefore, a
the general rate of profit implies a change in the value of commodities which form the elements «
constant or variable capital, or of both.

Or, the general rate of profit may change, while the value of the commodities remains the same,
degree of labour exploitation changes.

Or, if the degree of labour exploitation remains the same, the general rate of profit may change 1
change in the amount of labour employed relative to the constant capital as a result of technical
in the labour-process. But such technical changes must always show themselves in, and be atte
change in the value of the commodities, whose production would then require more or less labo!
before.

We saw in Part | that surplus-value and profit are identical from the standpoint of their mass. Bu
of profit is from the very outset distinct from the rate of surplus-value, which appears at first sigh
merely a different form of calculating. But at the same time this serves, also from the outset, to c
and mystify the actual origin of surplus-value, since the rate of profit can rise or fall while the rate
surplus-value remains the same, and vice versa, and since the capitalist is in practice solely inte
the rate of profit. Yet there was difference of magnitude only between the rate of surplus-value &
rate of profit and not between the surplus-value itself and profit. Since in the rate of profit the
surplus-value is calculated in relation to the total capital and the latter is taken as its standard of
measurement, the surplus-value itself appears to originate from the total capital, uniformly derive
all its parts, so that the organic difference between constant and variable capital is obliterated in
conception of profit. Disguised as profit, surplus-value actually denies its origin, loses its charact
becomes unrecognisable. However, hitherto the distinction between profit and surplus-value apy
solely to a qualitative change, or change of form, while there was no real difference of magnitud:
first stage of the change between surplus-value and profit, but only between the rate of profit an
of surplus-value.

But it is different, as soon as a general rate of profit, and thereby an average profit correspondin
magnitude of invested capital given in the various spheres of production, have been established

It is then only an accident if the surplus-value, and thus the profit, actually produced in any partic
sphere of production, coincides with the profit contained in the selling price of a commodity. As ¢
surplus-value and profit and not their rates alone, are then different magnitudes. At a given degr
exploitation, the mass of surplus-value produced in a particular sphere of production is then mor
important for the aggregate average profit of social capital, and thus for the capitalist class in ge
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than for the individual capitalist in any specific branch of production. It is of importance to the lat
in so far as the quantity of surplus-value produced in his branch helps to regulate the average pi
this is a process which occurs behind his back, one he does not see, nor understand, and which
does not interest him. The actual difference of magnitude between profit and surplus-value -- no
between the rate of profit and the rate of surplus-value -- in the various spheres of production nc
completely conceals the true nature and origin of profit not only from the capitalist, who has a s
interest in deceiving himself on this score, but also from the labourer. The transformation of valu
prices of production serves to obscure the basis for determining value itself. Finally, since the m
transformation of surplus-value into profit distinguishes the portion of the value of a commodity f
the profit from the portion forming its cost-price, it is natural that the conception of value should ¢
the capitalist at this juncture, for he does not see the total labour put into the commodity, but onl
portion of the total labour for which he has paid in the shape of means of production, be they livi
not, so that his profit appears to him as something outside the immanent value of the commodity
this idea is fully confirmed, fortified, and ossified in that, from the standpoint of his particular sph
production, the profit added to the cost-price is not actually determined by the limits of the forma
value within his own sphere, but through completely outside influences.

The fact that this intrinsic connection is here revealed for the first time; that up to the present tim
political economy, as we shall see in the following and in Book IV, either forcibly abstracted itsel
the distinctions between surplus-value and profit, and their rates, so it could retain value determi
a basis, or else abandoned this value determination and with it all vestiges of a scientific approa
order to cling to the differences that strike the eye in this phenomenon -- this confusion of the the
best illustrates the utter incapacity of the practical capitalist, blinded by competition as he is, anc
incapable of penetrating its phenomena, to recognise the inner essence and inner structure of tf
behind its outer appearance.

In fact, all the laws evolved in Part | concerning the rise and fall of the rate of profit have the follc
two-fold meaning:

1) On the one hand, they are the laws of the general rate of profit. In view of the many different ¢
which make the rate of profit rise or fall one would think, after everything that has been said and
that the general rate of profit must change every day. But a trend in one sphere of production
compensates for that in another, their effects cross and paralyse one another. We shall later exe
which side these fluctuations ultimately gravitate. But they are slow. The suddenness, multiplicit
different duration of the fluctuations in the individual spheres of production make them compens
one another in the order of their succession in time, a fall in prices following a rise, and vice vers
that they remain limited to local, i.e., individual, spheres. Finally, the various local fluctuations ne
one another. Within each individual sphere of production, there take place changes, i.e., deviatic
the general rate of profit, which counterbalance one another in a definite time on the one hand, ¢
have no influence upon the general rate of profit, and which, on the other, do not react upon it, k
they are balanced by other simultaneous local fluctuations. Since the general rate of profit is not
determined by the average rate of profit in each sphere, but also by the distribution of the total s
capital among the different individual spheres, and since this distribution is continually changing
becomes another constant cause of change in the general rate of profit. But it is a cause of char
mostly paralyses itself, owing to the uninterrupted and many-sided nature of this movement.

2) Within each sphere, there is some room for play for a longer or shorter space of time, in whicl
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of profit of this sphere may fluctuate, before this fluctuation consolidates sufficiently after rising c
falling to gain time for influencing the general rate of profit and therefore assuming more than loc
importance. The laws of the rate of profit, as developed in Part | of this book, likewise remain ap
within these limits of space and time.

The theoretical conception concerning the first transformation of surplus-value into profit, that ev
of a capital yields a uniform profit, expresses a practical fact. Whatever the composition of an in
capital, whether it sets in motion one quarter of congealed labour and three-quarters of living lak
three-quarters of congealed labour and one-quarter of living labour, whether in one case it absol
times as much surplus-labour, or produces three times as much surplus-value than in another --
case it yields the same profit, given the same degree of labour exploitation and leaving aside inc
differences, which, incidentally, disappear because we are dealing in both cases with the averac
composition of the entire sphere of production. The individual capitalist (or all the capitalists in e:
individual sphere of production), whose outlook is limited, rightly believes that his profit is not de
solely from the labour employed by him, or in his line of production. This is quite true, as far as
average profit is concerned. To what extent this profit is due to the aggregate exploitation of labc
the part of the total social capital, i.e., by all his capitalist colleagues -- this interrelation is a com,
mystery to the individual capitalist; all the more so, since no bourgeois theorists, the political ecc
have so far revealed it. A saving of labour -- not only labour necessary to produce a certain proc
also the number of employed labourers -- and the employment of more congealed labour (const
capital), appear to be very sound operations from the economic standpoint and do not seem to ¢
least influence on the general rate of profit and the average profit. How could living labour be the
source of profit, in view of the fact that a reduction in the quantity of labour required for productic
appears not to exert any influence on profit? Moreover, it even seems in certain circumstances t
nearest source of an increase of profits, at least for the individual capitalist.

If in any particular sphere of production there is a rise or fall of the portion of the cost-price whicl
represents the value of constant capital, this portion comes from the circulation and, either enlar
reduced, passes from the very outset into the process of production of the commodity. If, on the
hand, the same number of labourers produces more or less in the same time, so that the quanti
required for the production of a definite quantity of commodities varies while the number of labot
remains the same, that portion of the cost-price which represents the value of the variable capite
remain the same, i.e., contribute the same amount to the cost-price of tho total product. But evei
the individual commodities whose sum makes up the total product, shares in more or less labou
and therefore also unpaid), and shares consequently in the greater or smaller outlay for this labc
larger or smaller portion of the wage. The total wages paid by the capitalist remain the same, bt
differ if calculated per piece of the commodity Thus, there is a change in this portion of the cost-
the commodity. But no matter whether the cost-price of the individual commodity (or, perhaps, tf
cost-price of the sum of commodities produced by a capital of a given magnitude) rises or falls, |
to such changes in its own value, or in that of its elements, the average profit of, e.g., 10% rema
Still, 10% of an individual commodity may represent very different amounts, depending on the cl
magnitude caused in the cost-price of the individual commodity by such changes of value as we
assumed.

So far as the variable capital is concerned -- and this is most important, because it is the source
surplus-value, and because anything which conceals its relation to the accumulation of wealth b
capitalist serves to mystify the entire system -- matters get cruder or appear to the capitalist in tr
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following light: A variable capital of £100 represents the weekly wage of, say, 100 labourers. If tf
100 labourers weekly produce 200 pieces of a commodity=200C, in a given working-time, then :
abstracted from that portion of its cost-price which is added by the con stant capital, costs £100/
shillings, since £100=200C. Now suppose that a change occurs in the productiveness of labour.
it doubles, so that the same number of labourers now produces twice 200C in the time which it

previously took to produce 200C. In that case (considering only that part of the cost-price which
of wages) 1C=£100/400 = 5 shillings, since now £100=400C. Should the productiveness decrea
one-half, the same labour would produce only 200C/2 and since £100= 200C/2, 1C=£200/2 = £:
changes in the labour-time required for the production of the commodities, and hence the chang
value, thus appear in regard to the cost-price, and hence to the price of production, as a differen
distribution of the same wage for more or fewer commodities, depending on the greater or small
guantity of commaodities produced in the same working-time for the same wage. What the capita
consequently also the political economist, see is that the part of the paid labour per piece of con
changes with the productivity of labour, and that the value of each piece also changes accordinc
they do not see is that the same applies to unpaid labour contained in very piece of the commoc
this is perceived so much less since the average profit actually is only accidentally determined b
unpaid labour absorbed in the sphere of the individual capitalist. It is only in such crude and mes
form that we can glimpse that the value of commodities is determined by the labour contained in

Next: Chapter Ten
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CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part Il
CONVERSION OF PROFIT INTO AVERAGE PROFIT

Chapter X

EQUALISATION OF THE GENERAL RATE OF
PROFIT

THROUGH COMPETITION.
MARKET-PRICES AND MARKET-VALUES.
SURPLUS-PROFIT

The capital invested in some spheres of production has a mean, or average, composition, that i<
same, or almost the same composition as the average social capital.

In these spheres the price of production is exactly or almost the same as the value of the produc
commodity expressed in money. If there were no other way of reaching a mathematical limit, thi:
be the one. Competition so distributes the social capital among the various spheres of productio
prices of production in each sphere take shape according to the model of the prices of productio
spheres of average composition, i.e., they=k+kp' (cost-price plus the average rate of profit multif
the cost price). This average rate of profit, however, is the percentage of profit in that sphere of :
composition in which profit, therefore, coincides with surplus-value. Hence, the rate of profit is th
in all spheres of production, for it is equalized on the basis of those average spheres of producti
has the average composition of capital. Consequently, the sum of the profits in all spheres of prc
must equal the sum of the surplus-values, and the sum of the prices of production of the total so
product equal the sum of its value. But it is evident that the balance among spheres of productio
different composition must tend to equalize them with the spheres of average composition, be it
or only approximately the same as the social average. Between the spheres more or less appro:
the average there is again a tendency toward equalization, seeking the ideal average, i.e., an a\
does not really exist, i.e., a tendency to take this ideal as a standard. In this way the tendency nt
prevails to make the prices of production merely converted forms of value, or to turn profits into |
portions of surplus-value. However, these are not distributed in proportion to the surplus-value p

http://www.marxists.org/archive/marx/works/1894-c3/ch10.htm (1 of 18) [23/08/2000 16:01:26]



Capital, Vol.3, Chapter 10

in each special sphere of production, but rather in proportion to the mass of capital employed in
sphere, so that equal masses of capital, whatever their composition, receive equal aliquot share
total surplus-value produced by the total social capital.

In the case of capitals of average, or approximately average, composition, the price of productio
the same or almost the same as the value, and the profit the same as the surplus-value produce
All other capitals, of whatever composition, tend toward this average under pressure of competit
since the capitals of average composition are of the same, or approximately the same, structure
average social capital, all capitals have the tendency, regardless of the surplus-value produced

to realize the average profit, rather than their own surplus-value in the price of their commodity,

realize the prices of production.

On the other hand, it may be said that wherever an average profit, and therefore a general rate «
are produced -- no matter by what means -- such an average profit cannot be anything but the p
the average social capital, whose sum is equal to the sum of surplus-value. Moreover, the price:
by adding this average profit to the cost-prices cannot be anything but the values transmuted int
of production. Nothing would be altered if capitals in certain spheres of production would not, for
reason, be subject to the process of equalization. The average profit would then be computed ol
portion of the social capital which enters the equalization process. it is evident that the average |
be nothing but the total mass of surplus-values allotted to the various quantities of capital propol
to their magnitudes in their different spheres of production. It is the total realized unpaid labour,
total mass, like the paid, congealed or living, labour, obtains in the total mass of commodities an
that falls to the capitalists.

The really difficult question is this: how is this equalization of profits into a general rate of profit b
about, since it is obviously a result rather than a point of departure?

To begin with, an estimate of the values of commodities, for instance in terms of money, can ob
only be the result of their exchange. If, therefore, we assume such an estimate, we must regard
outcome of an actual exchange of commodity-value for commodity-value. But how does this exc
of commodities at their real value come about?

Let us first assume that all commodities in the different branches of production are sold at their r
values. What would then be the outcome? According to the foregoing, very different rates of pro
then reign in the various spheres of production. priima facietwo entirely different matters whether
commodities are sold at their values (i.e., exchanged in proportion to the value contained in ther
prices corresponding to their value), or whether they are sold at such prices that their sale yields
profits for equal masses of the capital advanced for their respective production.

The fact that capitals employing unequal amounts of living labour produce unequal amounts of

surplus-value, presupposes at least to a certain extent that the degree of exploitation or the rate
surplus-value are the same, or that any existing differences in them are equalized by real or ima
(conventional) grounds of compensation. This would assume competition among labourers and
equalization through their continual migration from one sphere of production to another. Such a
rate of surplus-value -- viewed as a tendency, like all other economic laws -- has been assumed
the sake of theoretical simplification. But in reality it is an actual premise of the capitalist mode o
production, although it is more or less obstructed by practical frictions causing more or less cons
local differences, such as the settlement laws for farm-labourers in Britain. But in theory it is ass
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that the laws of capitalist production operate in their pure form. In reality there exists only
approximation; but, this approximation is the greater, the more developed the capitalist mode of
production and the less it is adulterated and amalgamated with survivals of former economic cor

The whole difficulty arises from the fact that commodities are not exchanged singoisnasditiesbut
asproducts of capitalswhich claim participation in the total amount of surplus-value, proportional
their magnitude, or equal if they are of equal magnitude. And this claim is to be satisfied by the t
price for commodities produced by a given capital in a certain space of time. This total price is, I
only the sum of the prices of the individual commaodities produced by this capital.

Thepunctum salienwill be bet brought if we approach the matter as follows: suppose, the labour
themselves are in possession of their respective means of production and exchange their comm
with one another. In that case these commodities would not be products of capital. The value of
various means of labour and raw materials would differ in accordance with the technical nature «
labours performed in the different branches of production. Furthermore, aside from the unequal®
the means of production employed by them, they would require different quantities of means of
production for given quantities of labour, depending on whether a certain commodity can be finis
one hour, another in one day, and so forth. Also suppose the labourers work an equal average |
time, allowing for compensations that arise from the different labour intensities, etc. In such a ca
labourers would, first, both have replaced their outlays, the cost-prices of the consumed means
production, in the commodities which make up the product of their day's work. These outlays wc
differ, depending on the technical nature of their labour. Secondly, both of them would have cre:
equal amounts of new value, namely the working-day added by them to the means of productior
would comprise their wages plus the surplus-value, the latter representing surplus-labour over a
their necessary wants, the product of which would however belong to them. To put it the capitali
both of them receive the same wages plus the same profit, or the same value, expressed, say,
product of a ten-hour working-day. But in the first place, the values of their commodities would h
differ. In commodity I, for instance, the portion of value corresponding to the consumed means c
production might be higher than in commaodity Il. And, to introduce all possible differences, we n
assume right now that commodity | absorbs more living labour, and consequently requires more
labour-time to be produced, than commodity II. The values of commodities | and Il are, therefore
different. So are the sums of the values of the commodities, which represent the product of the |
performed by labourers | and Il in a given time. The rates of profit would also differ considerably
and Il if we take the rate of profit to be the proportion of the surplus-value to the total value of the
invested means of production. The means of subsistence daily consumed by | and Il during proc
which take the place of wages, here form the part of the invested means of production ordinarily
variable capital. But for equal working periods the surplus values would be the same for | and II,
more precisely, since | and Il each receive the value of the product of a day's work, both of thenr
equal values after the value of the invested "constant”" elements has been deducted, and one pc
those equal values may be regarded as a substitute for the means of subsistence consumed in |
and the other as surplus-value in excess of it. If labourer | has greater expenses, they are made
greater portion of the value of his commaodity, which replaces this "constant " part, and he theref
to reconvert a larger portion of the total value of his product into the material elements of this col
part, while labourer Il, though receiving less for this, has so much less to reconvert. In these
circumstances, a difference in the rates of profit would therefore be immaterial, just as it is imma
the wage-labourer today what rate of profit may express the amount of surplus-value filched fror
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and just as in international commerce the difference in the various national rates of profit is imm:
commodity exchange.

The exchange of commodities at their values, or approximately at their values, thus requires a n
lower stage than their exchange at their prices of production, which requires a definite level of c:
development.

Whatever the manner in which the prices of various commodities are first mutually fixed or regul
their movements are always governed by the law of value. If the labour-time required for their
production happens to shrink, prices fall; if it increases, prices rise, provided other conditions rer
same.

Apart from the domination of prices and price movement by the law of value, it is quite appropric
regard the values of commodities as not only theoretically but also histopgahiyto the prices of
production. This applies to conditions in which the labourer owns his means of production, and t
condition of the land-owning farmer living off his own labour and the craftsman, in the ancient as
in the modern world. This agrees also with the view we expressed previously that the evolution «
products into commodities arises through exchange between different communities, not betweel
members of the same community. It holds not only for this primitive condition, but also for subse
conditions, based on slavery and serfdom, and for the guild organisation of handicrafts, so long
means of production involved in each branch of production can be transferred from one sphere i
only with difficulty and therefore the various spheres of production are related to one another, wi
certain limits, as foreign countries or communist communities.

For prices at which commodities are exchanged to approximately correspond to their values, no
more is necessary than 1) for the exchange of the various commodities to cease being purely ac
or only occasional; 2) so far as direct exchange of commaodities is concerned, for these commod
produced on both sides in approximately sufficient quantities to meet mutual requirements, som
learned from mutual experience in trading and therefore a natural outgrowth of continued trading
so far as selling is concerned, for no natural or artificial monopoly to enable either of the contrac
sides to sell commodities above their value or to compel them to undersell. By accidental monog
mean a monopoly which a buyer or seller acquires through an accidental state of supply and de

The assumption that the commodities of the various spheres of production are sold at their value
implies, of course, that their value is the centre of gravity around which their prices fluctuate, anc
continual rises and drops tend to equalise. There is alsoahet-value- of which later -- to be

distinguished from the individual value of particular commodities produced by different producer:
individual value of some of these commaodities will be below their market-value (that is, less labc
is required for their production than expressed is the market value) while that of others will exce«
market-value. On the one hand, market-value is to be viewed as the average value of commodit
produced in a single sphere, and, on the other, as the individual value of the commodities produ
average conditions of their respective sphere and forming the bulk of the products of that sphere
only in extraordinary combinations that commodities produced under the worst, or the most favo
conditions regulate the market-value, which, in turn, forms the centre of fluctuation for market-pr
The latter, however, are the same for commodities of the same kind. If the ordinary demand is s
by the supply of commodities of average value, hence of a value midway between the two extre|
the commodities whose individual value is below the market-value realise an extra surplus-value

http://www.marxists.org/archive/marx/works/1894-c3/ch10.htm (4 of 18) [23/08/2000 16:01:26]



Capital, Vol.3, Chapter 10

surplus-profit, while those, whose individual value exceeds the market-value, are unable to reali:
portion of the surplus-value contained in them.

It does no good to say that the sale of commodities produced under the least favourable conditic
that they are required to satisfy the demand. If in the assumed case the price were higher than t
market-value, the demand would be smaller. At a certain price, a commodity occupies just so mi
on the market. This place remains the same in case of a price change only if the higher price is
accompanied by a drop in the supply of the commodity, and a lower price by an increase of sup
if the demand is so great that it does not contract when the price is regulated by the value of cor
produced under the least favourable conditions, then these determine the market-value. This is |
possible unless demand is greater than usual, or if supply drops below the usual level. Finally, if
of the produced commodities exceeds the quantity disposed of at average market-values, the
commodities produced under the most favourable conditions regulate the market-value. They m
example, be sold exactly or approximately at their individual value, in which case the commaoditic
produced under the least favourable conditions may not even realise their cost-price, while thos:
produced under average conditions realise only a portion of the surplus-value contained in them
has been said here of market-value applies to the price of production as soon as it takes the pla
market-value. The price of production is regulated in each sphere, and likewise regulated by spe
circumstances. And this price of production is, in its turn, the centre around which the daily
market-prices fluctuate and tend to equalise one another within definite periods. (See Ricardo ol
determining the price of production through those working under the least favourable conditions.

No matter how the prices are regulated,we arrive at the following:

1) The law of value dominates price movements with reductions or increases in required labour-
making prices of production fall or rise. It is in this sense that Ricardo (who doubtlessly realised
prices of production deviated from the value of commodities) says that "the inquiry to which | wis
draw the reader's attention relates to the effect of the variations in the relative value of commaodi
not in their absolute value".

2 ) The average profit determining the prices of production must always be approximately equal
guantity of surplus-value which falls to the share of individual capital in its capacity of an aliquot
the total social capital. Suppose that the general rate of profit, and therefore the average profit, ¢
expressed by money-value greater than the money-value of the actual average surplus-value. S
capitalists are concerned, it is then immaterial whether they reciprocally charge 10 or 15% profit
of these percentages covers more actual commodity-value than the other, since the overcharge
is mutual. As for the labourer (the assumption being that he receives his normal wage and the ri
average profit does not therefore imply an actual deduction from his wage, i.e., it expresses sorn
entirely different from the normal surplus-value of the capitalist), the rise in commaodity-prices ca
an increase of the average profit must correspond to the rise of the money-expression of the var
capital. Such a general nominal increase in the rate of profit and the average profit above the lin
provided by the ratio of the actual surplus-value to the total invested capital is not, in effect, poss
without causing an increase in wages, and also an increase in the prices of commodities forming
constant capital. The reverse is true in case of a reduction. Since the total value of the commodi
regulates the total surplus-value, and this in turn regulates the level of average profit and thereb
general rate of profit -- as a general law or a law governing fluctuations -- it follows the law of val
regulates the prices of production.
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What competition, first in a single sphere, achieves is a single market-value and market-price de
from the various individual values of commodities. And it is competition of capitals in different sp
which first brings out the price of production equalizing the rates of profit in the different spheres
latter process requires a higher development of capitalist production that the previous one.

For commodities of the same sphere of production, the same kind, and approximately the same
to be sold at their values, the following two requirements are necessary:

First, the different individual values must be equalized at one social value, the above-named ma
value, and this implies competition among producers of the same kind of commodities and, likev
existence of a common market in which they offer their articles for sale. For the market-price of i
commodities, each, however, produced under different individual circumstances, to correspond !
market-value and not to deviate from it either by rising above or falling below it, it is necessary tt
pressure exerted by different sellers upon one another be sufficient to bring enough commoditie
market to fill the social requirements, i.e., a quantity for which society is capable of paying the
market-value. Should the mass of products exceed this demand, the commodities would have tc
below their market-value; and conversely, above their market-value if the mass of products were
large enough to meet the demand, or, what amounts to the same, if the pressure of competition
sellers were not strong enough to bring this mass of products to market. Should the market-valu
this would also entail a change in the conditions on which the total mass of commodities could b
Should the market-value fall, this would entail a rise in the average social demand (this always t
mean the effective demand), which could, within certain limits, absorb larger masses of commoc
Should the market-value rise, this would entail a drop in the social demand, and a smaller mass
commodities would be absorbed. Hence, if supply and demand regulate the market-price, or ratl
deviations of the market-price from the market-value, then, in turn, the market-value regulates tr
of supply to demand, or the centre round which fluctuations of supply and demand cause marke
to oscillate.

Looking closer, we find that the conditions applicable to the value of an individual commaodity are
reproduced as conditions governing the value of the aggregate of a certain kind of commodity. C
production is mass production from the very outset. But even in other, less developed, modes of
production that which is produced in relatively small quantities as a common product by small-sc
even if numerous, producers, is concentrated in large quantities -- at least in the case of the vita
commodities -- in the hands of relatively few merchants. The latter accumulate them and sell the
common product of an entire branch of production, or of a more or less considerable contingent

It should be here noted in passing that the "social demand”, i.e., the factor which regulates the
of demand, is essentially subject to the mutual relationship of the different classes and their resg
economic position, notably therefore to, firstly, the ratio of total surplus-value to wages, and, sec
the relation of the various parts into which surplus-value is split up (profit, interest, ground-rent, t
etc.). And this thus again shows how absolutely nothing can be explained by the relation of supg
demand before ascertaining the basis on which this relation rests.

Although both commodity and money represent a unity of exchange-value and use-value, we he
already seen that in buying and selling both of these functions are polarised at the two extremes
commodity (seller) representing the use-value, and the money (buyer) representing the exchanc
One of the first premises of selling was that a commodity should have use-value and should the!
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satisfy a social need. The other premise was that the quantity of labour contained in the commo
should represent socially necessary labour, i.e., its individual value (and, what amounts to the s:
the present assumption, its selling price) should coincide with its social value.

Let us apply this to the mass of commodities available in the market, which represents the prodt
whole sphere.

The matter will be most readily pictured by regarding this whole mass of commodities, prodoced
branch of industry, asnecommodity, and the sum of the prices of the many identical commodities
oneprice. Then, whatever has been said of a single commodity applies literally to the mass of
commodities of a entire branch of production available in the market. The requirement that the ir
value of a commodity should correspond to its social value is now realised, or further determinec
the mass contains social labour necessary for its production, and that the value of this mass is €
market-value.

Now suppose that the bulk of these commodities is produced under approximately similar norme
conditions, so that this value is at the same time the individual value of the individual commoditie
make up this mass. If a relatively small portion of these commodities may now have been produ
below, and another above, these conditions, so that the individual value of one portion is greatel
of the other smaller, than the average value of the bulk of the commodities, but in such proportic
these extremes balance one another, so that the average value of the commodities at these ext
equal to the value of commodities in the centre, then the market-value is determined by the valu
commodities produced under average conditions. The value of the entire mass of commodities i
the actual sum of the values of all individual commodities taken together, whether produced und
average conditions, or under conditions above or below the average. In that case, the market-ve
social value, of the mass of commodities -- the necessary labour-time contained in them -- is de!
by the value of the preponderant mean mass.

Suppose, on the contrary, that the total mass of the commodities in question brought to market t
the same, while the value of the commodities produced under less favourable conditions fails to
out the value of commodities produced under more favourable conditions, so that the part of the
produced under less favourable conditions forms a relatively weighty quantity as compared with
average mass and with the other extreme. In that case, the mass produced under less favourab
conditions regulates the market, or social, value.

Suppose, finally, that the mass of commodities produced under better than average conditions
considerably exceeds that produced under worse conditions, and is large even compared with tt
produced under average conditions. In that case, the part produced under the most favourable ¢
determines the market-value. We ignore here the overstocked market, in which the part produce
most favourable conditions always regulates the market-price. We are not dealing here with the
market-price, in so far as it differs from the market-value, but with the various determinations of
market-value itselff1]

In fact, strictly speaking (which, of course, occurs in reality only in approximation and with a thot
modifications) the market-value of the entire mass, regulated as it is by the average values, is in
equal to the sum of their individual values; although in the case of the commodities produced at
extremes, this value is represented as an average value which is forced upon them. Those who
the worst extreme must then sell their commodities below the individual value; those producing i
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best extreme sell them above it.

In case Il the individual lots of commodity-values produced at the two extremes do not balance ¢
another. Rather, the lot produced under the worse conditions decides the issue. Strictly speakin:
average price, or the market-value, of each individual commodity, or each aliquot part of the tote
would now be determined by the total value of the mass as obtained by adding up the values of
commodities produced under different conditions, and in accordance with the aliquot part of this
value falling to the share of each individual commodity. The market-value thus obtained would e
the individual value not only of the commaodities belonging to the favourable extreme, but also of
belonging to the average lot. Yet it would still be below the individual value of those commaodities
produced at the unfavourable extreme. How close the market-value approaches, or finally coinci
the latter would depend entirely on the volume occupied by commodities produced at the unfavc
extreme of the commaodity sphere in question. If demand is only slightly greater than supply, the
individual value of the unfavourably produced commodities regulates the market-price.

Finally, if the lot of commodities produced at the favourable extreme occupies greater place thar
other extreme, and also than the average lot, as it does in case lll, then the market-value falls b«
average value. The average value, computed by adding the sums of values at the two extremes
middle, stands here below the value of the middle, which it approaches, or vice versa, dependin
relative place occupied by the favourable extreme. Should demand be weaker than supply, the 1
situated part, whatever its size, makes room for itself forcibly by paring its price down to its indiv
value. The market-value cannot ever coincide with this individual value of the commaodities prodi
under the most favourable conditions, except when supply far exceeds demand.

This mode of determining market-values, which we have here oudllvetthctly is promoted in the re
market by competition among the buyers, provided the demand is large enough to absorb the m
commodities at values so fixed. And this brings us to the other point.

Secondto say that a commodity has a use-value is merely to say that it satisfies some social wa
long as we dealt with individual commodities only, we could assume that there was a need for a
particular commodity -- its quantity already implied by its price without inquiring further into the
guantity required to satisfy this want. This quantity is, however, of essential importance, as soon
product of an entire branch of production is placed on one side, and the social need for it on the
then becomes necessary to consider the extent, i.e., the amount of this social want.

In the foregoing determinations of market-value it was assumed that the mass of the produced
commodities is given, i.e., remains the same, and that there is a change only in the proportions «
constituent elements, which are produced under different conditions, and that, hence, the marke
the same mass of commodities is differently regulated. Suppose, this mass corresponds in size
usual supply, leaving aside the possibility that a portion of the produced commodities may be tel
withdrawn from the market. Should demand for this mass now also remain the same, this comm
be sold at its market-value, no matter which of the three aforementioned cases regulates this
market-value. This mass of commodities does not merely satisfy a need, but satisfies it to its full
extent. Should their quantity be smaller or greater, however, than the demand for them, there wi
deviations of the market-price from the market-value. And the first deviation is that if the supply i
small, the market-value is always regulated by the commodities produced under the least favout
circumstances and, if the supply is too large, always by the commodities produced under the mc
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favourable conditions; that therefore it is one of the extremes which determines the market-value
of the fact that in accordance with the mere proportion of the commodity masses produced unde
different conditions, a different result should obtain. If the difference between demand and the a
guantity of the product is more considerable, the market-price will likewise be considerably abov
below the market-value. Now, the difference between the quantity of the produced commodities
guantity of them at which they are sold at market-value may be due to two reasons. Either the g
itself changes, becoming too small or too large, so that reproduction would have taken place on
different scale than that which regulated the given market-value. In that case, the supply change
although demand remained the same, and there was, therefore, relative over-production or
under-production. Or else reproduction, and thus supply, remained the same, while demand shr
increased, which may be due to several reasons. Although the absolute magnitude of the supply
same, its relative magnitude, its magnitude relative to, or measured by, the demand, had chang:
effect is the same as in the first case, but in the reverse direction. finally, if changes take place ¢
sides, but either in reverse directions, or, if in the same direction, then not to the same extent, if
there are changes on both sides, but these alter the former proportion between the two sides, th
final result must always lead to one of the two above-mentioned cases.

The real difficulty in formulating the general definition of supply and demand is that it seems to ti
the appearance of a tautology. First consider the supply -- the product available in the market, o
which can be delivered to it. to avoid dwelling upon useless detail, we shall here consider only tt
annually reproduced in every given branch of production and ignore the greater or lesser faculty
possessed by the different commodities to be withdrawn from the market and stored away for
consumption, say, until next year. This annual reproduction is expressed by a certain quantity --
weight or numbers -- depending on whether this mass of commodities is measured in discrete e
continuously. They are not only use-values satisfying human wants, but these use-values are av
the market in definite quantities. Secondly, however, this quantity of commodities has a specific
market-value, which may be expressed by a multiple of the market-value of the commodity, or o
measure, which serves as unit. Thus, there is no necessary connection between the quantitative
the commodities in the market and their market-value, since, for instance, many commodities he
specifically high value, and others a specifically low value, so that a given sum of values may be
represented by a very large quantity of one commodity, and a very small quantity of another. Th
only the following connection between the quantity of the articles available in the market and the
market-value of these articles: On a given basis of labour productivity the production of a certain
guantity of articles in every particular sphere of production requires a definite quantity of social
labour-time; although this proportion varies in different spheres of production and has no inner r
to the usefulness of these articles or the special nature of their use-values. Assuming all other
circumstances to be equal, and a certain quantity a of some commaodity to cost b labour-time, a
na of the same commodity will cost nb labour-time. Further, if society wants to satisfy some wan
have an article produced for this purpose, it must pay for it. Indeed, since commodity-production
necessitates a division of labour, society pays for this article by devoting a portion of the availab
labour-time to its production. Therefore, society buys it with a definite quantity of its disposable
labour-time. That part of society which through the division of labour happens to employ its laboi
producing this particular article, must receive an equivalent in social labour incorporated in articl
which satisfy its own wants. However, there exists an accidental rather than a necessary connec
between the total amount of social labour applied to a social article, i.e., between the aliquot par
society's total labour-power allocated to producing this article, or between the volume which the
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production of this article occupies in total production, on the one hand, and the volume whereby
seeks to satisfy the want gratified by the article in question, on the other. Every individual article
every definite quantity of a commodity may, indeed, contain no more than the social labour requ
its production, and from this point of view the market-value of this entire commodity represents ¢
necessary labour, but if this commodity has been produced in excess of the existing social need
much of the social labour-time is squandered and the mass of the commodity comes to represet
smaller quantity of social labour in the market than is actually incorporated in it. (It is only where
production is under the actual, predetermining control of society that the latter establishes a rela
between the volume of social labour-time applied in producing definite articles, and the volume ¢
social want to be satisfied by these articles.) For this reason, these commodities must be sold b
market-value, and a portion of them may even be altogether unsaleable. The reverse applies if t
guantity of social labour employed in the production of a certain kind of commodity is too small t
the social demand for that commaodity. But if the quantity of social labour expended in the produt
a certain article corresponds to the social demand for that article, so that the produced quantity

corresponds to the usual scale of reproduction and the demand remains unchanged, then the ar
at its market-value. The exchange, or sale, of commodities at their value is the rational state of ¢
l.e., the natural law of their equilibrium. It is this law that explains the deviations, and not vice ve
deviations that explain the law.

Now let us look at the other side -- the demand.

Commodities are bought either as means of production or means of subsistence to enter produc
individual consumption. It does not alter matters that some commaodities may serve both purpos:
IS, then, a demand for them on the part of producers (here capitalists, since we have assumed tl
of production have been transformed into capital) and of consumers. Both appear at first sight tc
presuppose a given quantity of social want on the side of demand, corresponding on the other s
definite quantity of social output in the various lines of production. If the cotton industry is to acct
its annual reproduction on a given scale, it must have the usual supply of cotton, and, other circt
remaining the same, an additional amount of cotton corresponding to the annual extension of

reproduction caused by the accumulation of capital. This is equally true with regard to means of
subsistence. The working-class must find at least the same quantity of necessities on hand if it i:
continue living in its accustomed average way, although they may be more or less differently dis
among the different kinds of commodities. Moreover, there must be an additional quantity to allo
the annual increase of population. The same, with more or less modification, applies to other cla

It would seem, then, that there is on the side of demand a certain magnitude of definite social wi
which require for their satisfaction a definite quantity of a commodity on the market. But quantita
the definite social wants are very elastic and changing. Their fixedness is only apparent. If the i
subsistence were cheaper, or money-wages higher, the labourers would buy more of them, and
social need would arise for them, leaving aside the paupers, etc., whose demand is even below
narrowest limits of their physical wants. On the other hand, if cotton were cheaper, for example,
capitalists' demand for it would increase, more additional capital would be thrown into the cotton
industry, etc. We must never forget that the demand for productive consumption is, under our

assumption, a demand of the capitalist, whose essential purpose is the production of surplus-va
that he produces a particular commodity to this sole end. Still, this does not hinder the capitalist,
as he appears in the market as a buyer of, say, cotton, from representing the need for this cottol
is immaterial to the seller of cotton whether the buyer converts it into shirting or gun-cotton, or w
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he intends to turn it into wads for his own, and the world's, ears. But this.does exert a consideral
influence on the kind of buyer the capitalist is. His demand for cotton is substantially modified by
fact that it disguises his real need for making profit. The limits within which the need for commoc
themarket the demand, differs quantitatively from thetual social needhaturally vary considerably
for different commodities; what | mean is the difference between the demanded quantity of comr
and the quantity which would have been in demand at other money-prices or other money or livi
conditions of the buyers.

Nothing is easier than to realise the inconsistencies of demand and supply, and the resulting de'
market-prices from market-values. The real difficulty consists in determining what is meant by th
equation of supply and demand.

Supply and demand coincide when their mutual proportions are such that the mass of commodit
definite line of production can be sold at their market-value, neither above nor below it. That is tf
thing we hear.

The second is this: If commodities are sold at their market-values, supply and demand coincide.

If supply equals demand, they cease to act, and for this very reason commodities are sold at the
market-values. Whenever two forces operate equally in opposite directions, they balance one ar
exert no outside influence, and any phenomena taking place in these circumstances must be ex
causes other than the effect of these two forces. If supply and demand balance one another, the
explain anything, do not affect market-values, and therefore leave us so much more in the dark
reasons why the market-value is expressed in just this sum of money and no other. It is evident
real inner laws of capitalist production cannot be explained by the interaction of supply and dem
(quite aside from a deeper analysis of these two social motive forces, which would be out of plac
because these laws cannot be observed in their pure state, until supply and demand cease to a«
equated. In reality, supply and demand never coincide, or, if they do, it is by mere accident, hen
scientifically = 0, and to be regarded as not having occurred. But political economy assumes tha
and demand coincide with one another. Why? To be able to study phenomena in their fundamet
relations, in the form corresponding to their conception, that is, is to study them independent of t
appearances caused by the movement of supply and demand. The other reason is to find the ac
tendencies of their movements and to some extent to record them. Since the inconsistencies ar¢
antagonistic nature, and since they continually succeed one another, they balance out one anotl
their opposing movements, and their mutual contradiction. Since, therefore, supply and demand
equal one another in any given case, their differences follow one another in such a way -- and tf
of a deviation in one direction is that it calls forth a deviation in the opposite direction -- that supy
demand are always equated when the whole is viewed over a certain period, but only as an ave
past movements, and only as the continuous movement of their contradiction. In this way, the
market-prices which have deviated from the market-values adjust themselves, as viewed from tt
standpoint of their average number, to equal the market-values, in that deviations from the latter
each other as plus and minus. And this average is not merely of theoretical, but also of practical
importance to capital, whose investment is calculated on the fluctuations and compensations of
less fixed period.

On the one hand, the relation of demand and supply, therefore, only explains the deviations of
market-prices from market-values. On the other, it explains the tendency to eliminate these devi
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l.e., to eliminate the effect of the relation of demand and supply. (Such exceptions as commoditi
have a price without having a value are not considered here.) Supply and demand may eliminat:
effect caused by their difference in many different ways. For instance, if the demand, and conse
the market-price, fall, capital may be withdrawn, thus causing supply to shrink. It may also be thi
market-value itself shrinks and balances with the market-price as a result of inventions which re«
necessary labour-time. Conversely, if the demand increases, and consequently the market-price
above the market-value, this may lead to too much capital flowing into this line of production anc
production may swell to such an extent that the market-price will even fall below the market-valu
may lead to a price increase, which cuts the demand. In some lines of production it may also bri
a rise in the market-value itself for a shorter or longer period, with a portion of the desired produ
having to be produced under worse conditions during this period.

Supply and demand determine the market-price, and so does the market-price, and the market-
the further analysis, determine supply and demand. This is obvious in the case of demand, since
in a direction opposite to prices, swelling when prices fall, and vice versa. But this is also true of
Because the prices of means of production incorporated in the offered commodities determine tt
demand for these means of production, and thus the supply of commodities whose supply embr
demand for these means of production. The prices of cotton are determinants in the supply of cc
goods.

To this confusion -- determining prices through demand and supply, and, at the same time, dete
supply and demand through prices -- must be added that demand determines supply, just as su
determines demand, and production determines the market, as well as the market determines p

2

Even the ordinary economist (see footnote) agrees that the proportion between supply and dem
vary in consequence of a change in the market-value of commodities, without a change being bi
about in demand or supply by extraneous circumstances. Even he must admit that, whatever the
market-value, supply and demand must coincide in order for it to be established. In other words,
of supply to demand does not explain the market-value, but conversely, the latter rather explain:
fluctuations of supply and demand. The author ofQbservationontinues after the passage quote:
the footnote: "This proportion” (between demand and supply), "however, if we still mean by 'den
and 'natural price', what we meant just now, when referring to Adam Smith, must always be a pr
of equality; for it is only when the supply is equal to the effectual demand, that is, to that demanc
will neither more nor less than pay the natural price, that the natural price is in fact paid; conseq
there may be two very different natural prices, at different times, for the same commaodity, and y:
proportion, which the supply bears to the demand, be in both cases the same, namely, the prop:
equality. " It is admitted, then, that with two different natural prices of the same commodity, at di
times, demand and supply are always able to, and must, balance one another if the commodity |
sold at its natural price in both instances. Since there is no difference in the ratio of supply to de!
either case, but a difference in the magnitude of the natural price itself, it follows that this price i<
obviously determined independently of demand and supply, and thus that it can least of all be d¢
by them.

For a commodity to be sold at its market-value, i.e., proportionally to the necessary social laboul
contained in it, the total quantity of social labour used in producing the total mass of this commo
must correspond to the quantity of the social want for it, i.e., the effective social want. Competitic
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fluctuations of market-prices which correspond to the fluctuations of demand and supply, tend
continually to reduce to this scale the total quantity of labour devoted to each kind of commodity

The proportion of supply and demand recapitulates, first, the relation of use-value to exchange-\
commaodity to money, and of buyer to seller; and, second, that of producer to consumer, althoug
them may be represented by third parties, the merchants. In considering buyer and seller, it suff
counterpose them individually in order to present their relationship. Three individuals are enougt
complete metamorphosis of a commodity, and therefore for the process of sale and purchase ta
whole. A converts his commaodity into the money of B, to whom he sells his commodity, and recc
his money again into commodities, when he uses it to make purchases from C; the whole proce:
place among these three. Further, in the study of money it had been assumed that the commodi
sold at their values because there was absolutely no reason to consider prices divergent from v:
being merely a matter of changes of form which commodities undergo in their transformation int
and their reconversion from money into commodities. As soon as a commaodity has been sold ar
commodity bought with the receipts, we have before us the entire metamorphosis, and to this pr
such it is immaterial whether the price of the commodity lies above or below its value. The value
commaodity remains important as a basis, because the concept of money cannot be developed c
other foundation, and price, in its general meaning, is but value in the form of money. At any rate
assumed in the study of money as a medium of circulation that there is not just one metamorphc
certain commodity. It is rather the social interrelation of these metamorphoses which is studied.
thus do we arrive at the circulation of money and the development of its function as a medium o
circulation. But however important this connection may be for the conversion of money into a cir
medium, and for its resulting change of form, it is of no moment to the transaction between indiv
buyers and sellers.

In the case of supply and demand, however, the supply is equal to the sum of sellers, or produc
certain kind of commodity, and the demand equals the sum of buyers or consumers (both produ
individual) of the same kind of commodity. The sums react on one another as units, as aggregat
The individual counts here only as part of a social force, as an atom of the mass, and it is in this
competition brings out theocial character of production and consumption.

The side of competition which happens for the moment to be weaker is also the side in which th:
individual acts independently of, and often directly against, the mass of his competitors, and pre
this manner is the dependence of one upon the other impressed upon them, while the stronger ¢
always more or less as a united whole against its antagonist. If the demand for this particular kir
commodity is greater than the supply, one buyer outbids another -- within certain limits -- and so
the price of the commodity for all of them above the market- value, while on the other hand the <
unite in trying to sell at a high market-price. If, conversely, the supply exceeds the demand, one
dispose of his goods at a cheaper rate and the others must follow, while the buyers unite in their
depress the market-price as much as possible below the market-value. The common interest is
appreciated by each only so long as he gains more by it than without it. And unity of action ceas
moment one or the other side becomes the weaker, when each tries to extricate himself on his ¢
advantageously as he possibly can. Again, if one produces more cheaply and can sell more goc
possessing himself of a greater place in the market by selling below the current market-price, or
market-value, he will do so, and will thereby begin a movement which gradually compels the oth
introduce the cheaper mode of production, and one which reduces the socially necessary laboul
and lower, level. If one side has the advantage, all belonging to it gain. It is as though they exert
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common monopoly. If one side is weaker, then one may try on his own hook to become the stroi
instance, one who works with lower costs of production), or at least to get off as lightly as possit
in such cases each for himself and the devil take the hindmost, although his actions affect not ol
himself, but also all his boon companiof#.

Demand and supply imply the conversion of value into market-value, and so far as they proceed
capitalist basis, so far as the commodities are products of capital, they are based on capitalist pi
processes, i.e., on quite different relationships than the mere purchase and sale of goods. Here
guestion of the formal conversion of the value of commaodities into prices, i.e., not of a mere cha
form. It is a question of definite deviations in quantity of the market-prices from the market-value
further, from the prices of production. In simple purchase and sale it suffices to have the produc:
commodities as such counterposed to one another. In further analysis supply and demand prest
existence of different classes and sections of classes which divide the total revenue of a society
consume it among themselves as revenue, and, therefore, make up the demand created by rewve
on the other hand it requires an insight into the over-all structure of the capitalist production proc
an understanding of the supply and demand created among themselves by producers as such.

Under capitalist production it is not merely a matter of obtaining an equal mass of value in anoth
-- be it that of money or some other commaodity -- for a mass of values thrown into circulation in
form of a commodity, but it is rather a matter of realising as much surplus-value, or profit, on cag
advanced for production, as any other capital of the same magnitymle,ratato its magnitude in
whichever line it is applied. It is, therefore, a matter, at least as a minimum, of selling the commc
prices which yield the average profit, i.e., at prices of production. In this form capital becomes cc
of itself as asocial powerin which every capitalist participates proportionally to his share in the tot
social capital.

First, capitalist production is in itself indifferent to the particular use-value, and distinctive feature
any commodity it produces. In every sphere of production it is only concerned with producing
surplus-value, and appropriating a certain quantity of unpaid labour incorporated in the product (
And it is likewise in the nature of the wage-labour subordinated by capital that it is indifferent to t
specific character of its labour and must submit to being transformed in accordance with the
requirements of capital and to being transferred from one sphere of production to another.

Second, one sphere of production is, in fact, just as good or just as bad as another. Every one o
yields the same profit, and every one of them would be useless if the commodities it produced d
satisfy some social need.

Now, if the commodities are sold at their values, then, as we have shown, very different rates of
arise in the various spheres of production, depending on the different organic composition of the
of capital invested in them. But capital withdraws from a sphere with a low rate of profit and inva
others, which yield a higher profit. Through this incessant outflow and influx, or, briefly, through i
distribution among the various spheres, which depends on how the rate of profit falls here and ri
it creates such a ratio of supply to demand that the average profit in the various spheres of prod
becomes the same, end values are, therefore, converted into prices of production. Capital succe
equalisation, to a greater or lesser degree, depending on the extent of capitalist development in
nation; i.e., on the extent the conditions in the country in question are adapted for the capitalist r
production. With the progress of capitalist production, it also develops its own conditions and

http://www.marxists.org/archive/marx/works/1894-c3/ch10.htm (14 of 18) [23/08/2000 16:01:26]



Capital, Vol.3, Chapter 10

subordinates to its specific character and its immanent laws all the social prerequisites on which
production process is based.

The incessant equilibration of constant divergences is accomplished so much more quickly, 1) tt
mobile the capital, i.e., the more easily it can be shifted from one sphere and from one place to ¢
2) the more quickly labour-power can be transferred from one sphere to another and from one p
locality to another. The first condition implies complete freedom of trade within the society and tt
removal of all monopolies with the exception of the natural ones, those, that is, which naturally a
of the capitalist mode of production. It implies, furthermore, the development of the credit systen
concentrates the inorganic mass of the disposable social capital vis-a-vis the individual capitalis:
it implies the subordination of the various spheres of production to the control of capitalists. This
implication is included in our premises, since we assumed that it was a matter of converting valt
prices of production in all capitalistically exploited spheres of production. But this equilibration its
runs into greater obstacles, whenever numerous and large spheres of production not operated c
capitalist basis (such as soil cultivation by small farmers), filter in between the capitalist enterpris
become linked with them. A great density of population is another requirement. -- The second cc
implies the abolition of all laws preventing the labourers from transferring from one sphere of prc
to another and from one local centre of production to another; indifference of the labourer to the
his labour; the greatest possible reduction of labour in all spheres of production to simple labour
elimination of all vocational prejudices among labourers; and last but not least, a subjugation of
labourer to the capitalist mode of production. Further reference to this belongs to a special analy
competition.

It follows from the foregoing that in each particular sphere of production the individual capitalist,
as the capitalists as a whole, take direct part in the exploitation of the total working-class by the
of capital and in the degree of that exploitation, not only out of general class sympathy, but also
economic reasons. For, assuming all other conditions -- among them the value of the total adval
constant capital -- to be given, the average rate of profit depends on the intensity of exploitation
sum total of labour by the sum total of capital.

The average profit coincides with the average surplus-value produced for each 100 of capital, at
as the surplus-value is concerned the foregoing statements apply as a matter of course. In the c
average profit the value of the advanced capital becomes an additional element determining the
profit. In fact, the direct interest taken by the capitalist, or the capital, of any individual sphere of
production in the exploitation of the labourers who are directly employed is confined to making a
gain, a profit exceeding the average, either through exceptional overwork, or reduction of the we
below the average, or through the exceptional productivity of the labour employed. Aside from tt
capitalist who would not in his line of production employ any variable capital, and therefore any |
(in reality an exaggerated assumption), would nonetheless be as much interested in the exploita
working-class by capital, and would derive his profit quite as much from unpaid surplus-labour, &
capitalist who would employ only variable capital (another exaggeration), and who would thus in
entire capital in wages. But the degree of exploitation of labour depends on the average intensit
labour if the working-day is given, and on the length of the working-day if the intensity of exploite
given. The degree of exploitation of labour determines the rate of surplus-value, and therefore tt
of surplus-value for a given total mass of variable capital, and consequently the magnitude of the
The individual capitalist, as distinct from his sphere as a whole, has the same special interest in
exploiting the labourers he personally employs as the capital of a particular sphere, as distinct fr
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total social capital, has in exploiting the labourers directly employed in that sphere.

On the other hand, every particular sphere of capital, and every individual capitalist, have the sa
interest in the productivity of the social labour employed by the sum total of capital. For two thing
depend on this productivity: First, the mass of use-values in which the average profit is expresse
this is doubly important, since this average profit serves as a fund for the accumulation of new ¢
and as a fund for revenue to be spent for consumption. Second, the value of the total capital inv
(constant and variable), which, the amount of surplus-value, or profit, for the whole capitalist cla:
given, determines the rate of profit, or the profit on a certain quantity of capital. The special prod
of labour in any particular sphere, or in any individual enterprise of this sphere, is of interest only
those capitalists who are directly engaged in it, since it enables that particular sphere, vis-a-vis t
capital, or that individual capitalist, vis-a-vis his sphere, to make an extra profit.

Here, then, we have a mathematically precise proof why capitalists form a veritable freemason ¢
vis-a-vis the whole working-class, while there is little love lost between them in competition amo!
themselves.

The price of production includes the average profit. We call it price of production. It is really wha
Smith callsnatural price Ricardo callgrice of productionor cost of productionand the physiocrats
call prix nécessairgbecause in the long run it is a prerequisite of supply, of the reproduction of
commodities in every individual sphere. But none of them has revealed the difference between
production and value. We can well understand why the same economists who oppose determini
value of commodities by labour-time, i.e., by the quantity of labour contained in them, why they ¢
speak of prices of production as centres around which market-prices fluctuate. They can afford t
because the price of production is an utterly externapanth faciemeaningless form of the value of
commodities, a form as it appears in competition, therefore in the mind of the vulgar capitalist, a
consequently in that of the vulgar economist.

Our analysis has revealed how the market-value (and everything said concerning it applies with
appropriate modifications to the price of production) embraces a surplus-profit for those who pro
any particular sphere of production under the most favourable conditions. With the exception of
and of overproduction in general, this applies to all market-prices, no matter how much they may
from market-values or market-prices of production. For the market-price signifies that the same |
paid for commodities of the same kind, although they may have been produced under very diffel
individual conditions and hence may have different cost-prices. (We do not speak at this point oi
surplus-profits due to monopolies in the usual sense of the term, whether natural or artificial.)

A surplus-profit may also arise if certain spheres of production are in a position to evade the con
of the values of their commodities into prices of production, and thus the reduction of their profits
average profit. We shall devote more attention to the further modifications of these two forms of
surplus-profit in the part dealing with ground-rent.
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FOOTNOTES

1. The controversy between Storch and Ricardo with regard to ground- rent (a controversy perta

only to the subiject; in fact, the two opponents pay no attention to one another), whether the mar
(or rather what they call market-price and price of production respectively) was regulated by the
commodities produced under unfavourable conditions (Rica@io}le Principles of Political Econon
and Taxation, Third edition, London, 1821, pp. 661. --]JEdr by those produced under favourable
conditions (Storch)Jours d'economie politique, ou exposition des principes, qudeterminent la
prosperite des nations, tome Il, St.-Petersbourg, 1815, pp. 78-79.;-rEsblves itself in the final
analysis in that both are right and both wrong, and that both of them have failed to consider the .
case. Compare Corbétn Inquiry into the Causes and Modes of the Wealth of Individuals, Londor
1841, pp. 42-44. -- Ed.on the cases in which the price is regulated by commodities produced unc
most favourable conditions. -- "It is not meant to be asserted by him (Ricardo) that two particulal
two different articles, as a hat and a pair of shoes, exchange with one another when those two
lots were produced by equal quantities of labour. By ‘commodity’ we must here understand the
‘description of commodity', not a particular individual hat, pair of shoes etc. The whole labour wh
produces all the hats in England is to be considered, to this purpose, as divided among all the h
seems to me not to have been expressed at first, and in the general statement of this doctrine."
(Observations on Certain Verbal Disputes in Political Economy, etc., London, 1821, pp) 53-54.

2. The following subtility is sheer nonsense: "Where the quantity of wages, capital, and land, req

produce an article, are become different from what they were, that which Adam Smith calls the r
price of it is also different, and that price, which was previously its natural price becomes, with re
to this alteration, its market-price; because, though neither the supply, nor the quantity wanted, t
been changed" -- both of them change here, just because the market-value, or, in the case of A«
Smith, the price of production, changes in consequence of a change of value -- "that supply is nt
exactly enough for those persons who are able and willing to pay what is now the cost of produc
IS either greater or less than that; so that the proportion between the supply and what is with refe
the new cost of production the effectual demand, is different from what it was. An alteration in th
supply will then take place if there is no obstacle in the way of it, and at last bring the commaodity
new natural price. It may then seem good to some persons to say that as the commodity gets to
price by an alteration in its supply, the natural price is as much owing to one proportion between
demand and supply, as the market-price is to another; and consequently, that the natural price,
much as the market-price, depends on the proportion that demand and supply bear to each othe
great principle of demand and supply is called into action to determine what A. Smith calls natur
as well as market-prices." -- MalthusPrinciples of Political Economy, London, 1820, p. 75. -] Ed
(Observations on Certain Verbal Disputes, etondon, 1821, pp. 60-61.) The good man does not ¢
the fact that it is precisely the change in the cost of production, and thus in the value which caus
change in the demand, in the present case, and thus in the proportion between demand and sug
that this change in the demand may bring about a change in the supply. This would prove just tF
of what our good thinker wants to prove. It would prove that the change in the cost of production
means due to the proportion of demand and supply, but rather regulates this proportion.

3. "If each man of a class could never have more than a given share, or aliquot part, of the gains

possessions of the whole, he would readily combine to raise the gain”; (he does it as soon as th
proportion of demand to supply permits it ) "this is monopoly. But where each man thinks that he
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anyway increase the absolute amount of his own share, though by a process which lessens the
amount, he will often do it; this is competitiolAn(Inquiry into Those Principles Respecting the Nai
of Demand, et¢London, 1821, p. 105.)

Next: Chapter Eleven
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Part Il
CONVERSION OF PROFIT INTO AVERAGE PROFIT

CHAPTER XI

EFFECTS OF GENERAL WAGE FLUCTUATIONS
ON PRICES OF PRODUCTION

Let the average composition of social capital be 80c + 20v, and the profit 20%. The rate of surpl
is then 100%. A general increase of wages, all else remaining the same, is tantamount to a redt
the rate of surplus-value. In the case of average capital, profit and surplus-value are identical. L¢
rise 25%. Then the same quantity of labour, formerly set in motion with 20, will cost 25. We shal
have a turnover value of 80c + 25v + 15p, instead of 80c + 20v + 20p. As before, the labour set
by the variable capital produces a value of 40. If v rises from 20 to 25, the surplus s, or p, will an
only 15. The profit of 15 on a capital of 105 is 14 2/7%, and this would be the new average rate «
Since the price of production of commodities produced by the average capital coincides with the
the price of production of these commodities would have remained unchanged. A wage increase
therefore have caused a drop in profit, but no change in the value and price of the commodities.
Formerly, as long as the average profit was 20%, the price of production of commodities produc
period of turnover was equal to their cost-price plus a profit of 20% on this cost-price, therefore -
=k + 20k/100. In this formula k is a variable magnitude, changing in accordance with the value ¢
means of production that go into the commaodities, and with the amount of depreciation given up
fixed capital to the product. The price of production would then amount to k + 14 2/7k/100. Let u
select a capital, whose composition is lower than the original composition of the average social «
80c + 20v (which has now changed into 76 4/21c + 23 17/21v); say, 50c + 50v. In this case, the
production of the annual product before the wage increase would have been 50c + 50v + 20p =
assuming for the sake of simplicity that the entire fixed capital passes through depreciation into
product and that the period of turnover is the same as in the first case. For the same quantity of
in motion a wage increase of 25% means an increase of the variable capital from 50 to 62 1/2. I
annual product were sold at the former price of production of 120, this would give us 50c + 62 1/
1/2p, or a rate of profit of 6 2/3%. But the new average rate of profit is 14 2/7%, and since we as
other circumstances to remain the same, the capital of 50c + 62 1/2v must also make this profit.

http://www.marxists.org/archive/marx/works/1894-c3/ch11.htm (1 of 4) [23/08/2000 16:01:29]



Capital, Vol.3, Chapter 11

capital of 112 1/2 makes a profit of 16 1/14 at a rate of profit of 14 2/7%. Therefore, the price of
production of the commodities produced by this capital is now 50c + 62 1/2v + 16 1/4p = 128 8/1
Owing to a wage rise of 255, the price of production of the same quantity of the same commodit
therefore, has here risen from 120 to 128 8/14, or more than 7%.

Conversely, suppose we take a sphere of production of a higher composition than the average ¢
say, 92c + 8v. The original average profit in this case would still be 20, and if we again assume 1
entire fixed capital passes into the annual product and that the period of turnover is the same as
and Il, the price of production of the commodity is here also 120.

Owing to the rise in wages of 25% the variable capital for the same quantity of labour rises from
the cost-price of the commodities from 100 to 102, while the average rate of profit falls from 20%
2/7%. but 100 : 14 2/7= 102 : 14 4/7. The profit now falling to the share of 102 is therefore 14 4/
this reason, the total product sells at k + kp' = 102 + 14 4/7 = 116 4/7. The price of production he
therefore fallen from 120 to 116 4/7, or 3 3/7.

Consequently, if wages are raised 25%:

1) the price of production of the commodities of a capital of average social composition does nol
2) the price of production of the commodities of a capital of lower composition rises, but not in
proportion to the fall in profit;

3) the price of production of the commodities of a capital of higher composition falls, but also not
same proportion as profit.

Since the price of production of the commodities of the average capital remained the same, equ
value of the product, the sum of the prices of production of the products of all capitals remained
as well, and equal to the sum total of the values produced by the aggregate capital. The increas
side and the decrease on the other balance for the aggregate capital on the level of the average
capital.

If the price of production rises in case Il and falls in case Ill, these opposite effects alone, which
brought about by a fall in the rate of surplus-value or by a general wage increase, show that this
be a matter of compensation in the price for the rise in wages, since the fall in the price of produ
case lll cannot compensate the capitalist for the fall in profit, and since the rise of the price in ca
does not prevent a fall in profit. Rather, in either case, whether the price rises or falls, the profit r
the same as that of the average capital, in which case the price remains unchanged. It is the sat
profit which has fallen by 5 5/7, or somewhat over 25%, in the case of Il as well as lll. It follows t
this that if the price did not rise in Il and fall in Ill, Il would have to sell below and IIl above the ne
reduced average profit. It is self-evident that, depending on whether 50, 25, or 10 per 100 units «
are laid out for wages, the effect of a wage increase on a capitalist who has invested 1/10 of his
wages must be quite different from that on one who has invested 1/4 or 1/2. An increase in the
production on the one side, a fall on the other, depending on a capital being below or above the
social composition, occurs solely by virtue of the process of levelling the profit to the new reduce
average profit,

How would a general reduction in wages, and a corresponding general rise of the rate of profit, ¢
of the average profit, now affect the prices of production of commaodities produced by capitals de
in opposite directions from the average social composition? We have but to reverse the foregoin
exposition to obtain the result (which Ricardo fails to analyse).
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|. Average capital=80c+20v=100; rate of surplus-value=100%:; price of production=value of
commodities=80c+20v+20p=120; rate of profit=20%. Suppose wages fall by one-fourth. Then th
constant capital is set in motion by 15v, instead of 20v. Then the value of
commodities=80c+15v+25p=120. The quantity of labour performed by v remains unchanged, ex
the value newly created by it is distributed differently between the capitalist and the labourer. Th
surplus-value rises from 20 to 25 and the rate of surplus-value from 20/20 to 25/15, or from 100¢
2/3%. The profit on 95 now = 25, so that the rate of profit per 100 = 26 6/19. The new compositic
capital in per cent is now 84 4/19c + 15 15/19v = 100.

Il. Lower composition. Originally 50c+50v, as above. Due to the fall of wages by one-fourth vis 1
to 37 1/2, and consequently the advanced total capital to 50c+37 1/2v = 87 1/2. If we apply the r
of profit of 26 6/19% to this, we get 100: 26 6/19 = 87 1/2 : 23 1/38. The same mass of commod
which formerly cost 120, now costs 87 1/2 + 23 1/38 = 110 10/19, this being a price reduction of
10% .

lll. Higher composition. Originally 92c+8v=100. The reduction of wages by one-fourth reduces 8
and the total capital to 98. Consequently, 100 : 26 6/19 = 98 : 25 16/19. The price of production
commodity, formerly 100+20=120, is now, after the fall in wages, 98 + 25 15/19 =123 15/19, this
rise of almost 4.

It is evident, therefore, that we have but to follow the same development in the opposite directiol
the appropriate modifications; that a general reduction of wages is attended by a general rise of
surplus-value, of the rate of surplus-value and, other circumstances remaining the same, of the |
profit, even if expressed in a different proportion; a fall in the prices of production for commoditie
produced by capitals of lower composition, and a rise in the prices of production for commaodities
produced by capitals of higher composition. The result is just the reverse of that observed for a ¢
rise of wages[1] In both cases -- rise or fall of wages -- it is assumed that the working-day remail

same, and also the prices of the means of subsistence. In these circumstances a fall in wages i<
only if they stood higher than the normal price of labour, or if they are depressed below this price
way in which the matter is modified if the rise or fall of wages is due to a change in value, and
consequently the price of production of commaodities usually consumed by the labourer, will be €
at some length in the part dealing with ground-rent. At this point, however, the following remarks
be made once and for all:

Should the rise or fall in wages be due to a change in the value of the necessities of life, a modit
the foregoing findings can take place only to the extent that commodities, whose change of price
lowers the variable capital, also go into the constant capital as constituent elements and therefo
more than just the wages alone. But if they affect only wages, the above analysis contains all thi
to be said.

In this entire chapter, the establishment of the general rate of profit and the average profit, and
consequently, the transmutation of values into prices of production, are assumed as given. The
merely was, how a general rise or fall in wages affected the assumed prices of production of
commodities. This is but a very secondary question compared with the other important points ar
this part. But it is the only relevant question treated by Ricardo, and, as we shall see, he treated
onesidedly and unsatisfactorily.
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FOOTNOTES

1. It is very peculiar that Ricardo [On the Principles of Political Economy, and Taxation, Third edi
London, 1821, pp. 36-41.-- Ed.] (who naturally proceeds differently from us, since he did not unc
the levelling of values to prices of production) did not once consider this eventuality, but only the
case, that of a wage rise and its influence on the prices of production of commodities. garduhe
pecus imitatoruniHorace, Epistles, Book I, Epistle 19.-- Ed.] did not even attempt to make this
extremely self-evident, actually tautological, practical application.

Next: Chapter 12
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CHAPTER XII
SUPPLEMENTARY REMARKS

|. CAUSES IMPLYING A CHANGE IN THE PRICE OF PRODUCTION
There are just two causes that can change the price of production of a commodity:

First. A change in the general rate of profit. This can solely be due to a change in the average re
surplus-value, or, if the average rate of surplus-value remains the same, to a change in the ratio
sum of the appropriated surplus-values to the sum of the advanced total social capital.

If the change in the rate of surplus-value is not due to a depression of wages below normal, or t
above normal -- and movements of that kind are to be regarded merely as oscillations -- it can o
either through a rise, or fall, in the value of labour-power, the one being just as impossible as the
unless there is a change in the productivity of the labour producing means of subsistence, i.e., it
value of commodities consumed by the labourer.

Or, through a change in the proportion of the sum of appropriated surplus-values to the advance
capital of society. Since the change in this case is not caused by the rate of surplus-value, it mu:
caused by the total capital, or rather its constant part. The mass of this part, technically considet
increases or decreases in proportion to the quantity of labour-power bought by the variable capi
the mass of its value thus increases or decreases with the increase or decrease of its own mass
increases or decreases, therefore, proportionately to the mass of the value of the variable capite
same labour sets more constant capital in motion, it has become more productive. If the reverse
productive. Thus, there has been a change in the productivity of labour, and there must have oc
change in the value of certain commodities.

The following law, then, applies to both cases: If the price of production of a commodity changes
consequence of a change in the general rate of profit, its own value may have remained unchan
However, a change must have occurred in the value of other commodities.

Second. The general rate of profit remains unchanged. In this case the price of production of a
commodity can change only if its own value has changed. This may be due to more, or less, lab
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required to reproduce the commodity in question, either because of a change in the productivity
which produces this commodity in its final form, or of the labour which produces those commodi
go into its production. The price of production of cotton yarn may fall, either because raw cotton
produced cheaper than before, or because the labour of spinning has become more productive
improved machinery.

The price of production, as we have seen, = k+p, equal to cost-price plus profit. This, however, -
in which k, the cost-price, is a variable magnitude, which changes for different spheres of produc
is everywhere equal to the value of the constant and variable capital consumed in the productior
commodity, and p' is the average rate of profit in percentage form. If k=200, and p'=is the averag
profit in percentage form. If k=200, and p'=20%, the price of production k+kp'=200+200 20/100 -
200+40=240. This price of production may clearly remain the same, in spite of a change in the v
the commodities.

All changes in the price of production of commaodities are reduced, in the last analysis, to changt
value. But not all changes in the value of commodities need express themselves in changes in t|
production. The price of production is not determined by the value of any one commodity alone,
the aggregate value of all commodities. A change in commodity A may therefore be balanced by
opposite change in commodity B, so that the general relation remains the same.

Il. PRICE OF PRODUCTION OF COMMODITIES OF AVERAGE COMPOSITION

We have seen how a deviation in prices of production from values arises from: 1) adding the av
profit instead of the surplus-value contained in a commodity to is cost-price; 2) the price of prodt
which so deviates from the value of a commodity, entering into the cost-price of other commodit|
one of its elements, so that the cost-price of a commodity may already contain a deviation from "
those means of production consumed by it, quite aside from a deviation of its own which may ar
through a difference between the average profit and the surplus-value.

It is therefore possible that even the cost-price of commodities produced by capitals of average

composition may differ from the sum of the values of the elements which make up this compone
their price of production. Suppose, the average composition is 80c+20v. Now, it is possible that

actual capitals of this composition 80c may be greater or smaller than the value of c, i.e., the cor
capital, because this ¢ may be made up of commodities whose price of production differs from ti
value. In the same way, 20v might diverge from its value if the consumption of the wage include:
commodities whose price of production diverges from their value; in which case the labourer wo
work a longer, or shorter, time to buy them back (to replace them) and would thus perform more
necessary labour than would be required if the price of production of such necessities of life coir
with their value.

However, this possibility does not detract in the least from the correctness of the theorems demc
which hold for commodities of average composition. The quantity of profit falling to these commc
Is equal to the quantity of surplus-value contained in them. For instance, in a capital of the given
composition 80c+20v, the most important thing in determining surplus-value is not whether thes:
are expressions of actual values, but how they are related to one another, i.e., whether v=I/5 of 1
capital, and c=4/5. Whenever this is the case, the surplus-value produced by v is, as was assurr
to the average profit. On the other hand, since it equals the average profit, the price of productio
cost-price plus profit = k+p=k+s; i.e., in practice it is equal to the value of the commodity. This inr
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that a rise or fall in wages would not change the price of production, k+p, any more than it woulc
the value of the commodities, and would merely effect a corresponding opposite movement, a fe
rise, in the rate of profit. For if a rise or fall of wages were here to bring about a change in the pri
commodities, the rate of profit in these spheres of average composition would rise above, or fall
the level prevailing in other spheres. The sphere of average composition maintains the same lev
profit as the other spheres only so long as the price remains unchanged. The practical result is t
the same as it would be if its products were sold at their real value. For if commodities are sold ¢
actual values, it is evident that, other conditions being equal, a rise, or fall, in wages will cause a
corresponding fall or rise in profit, but no change in the value of commodities, and that under all
circumstances a rise or fall in wages can never affect the value of commodities, but only the may
of the surplus-value.

lll. THE CAPITALIST'S GROUNDS FOR COMPENSATING

It has been said that competition levels the rates of profit of the different spheres of production ir
average rate of profit and thereby turns the values of the products of these different spheres intc
production. This occurs through the continual transfer of capital from one sphere to another, in v
the moment, the profit happens to lie above average. The fluctuations of profit caused by the cy:
and lean years succeeding one another in any given branch of industry within given periods mus
however, receive due consideration. This incessant outflow and inflow of capital between the dif
spheres of production creates trends of rise and fall in the rate of profit, which equalise one anot
or less and thus have a tendency to reduce the rate of profit everywhere to the same common a
level.

This movement of capitals is primarily caused by the level of market-prices, which lift profits abo
general average in one place and depress them below it in another. Merchant's capital is left oul
consideration as it is irrelevant at this point, for we know from the sudden paroxysms of specula
appearing in certain popular articles that it can withdraw masses of capital from one line of busir
extraordinary rapidity and throw them with equal rapidity into another. Yet with respect to each s
actual production -- industry, agriculture, mining, etc. -- the transfer of capital from one sphere tc
offers considerable difficulties, particularly on account of the existing fixed capital. Experience s
moreover, that if a branch of industry, such as, say, the cotton industry, yields unusually high prt
one period, it makes very little profit, or even suffers losses, at another, so that in a certain cycle
the average profit is much the same as in other branches. And capital soon learns to take this e:
into account.

What competition doasot show, however, is the determination of value, which dominates the

movement of production; and the values that lie beneath the prices of production and that deterr
in the last instance. Competition, on the other hand, shows: 1) the average profits, which are inc
of the organic composition of capital in the different spheres of production, and therefore also of
mass of living labour appropriated by any given capital in any given sphere of exploitation; 2) the
and fall of prices of production caused by changes in the level of wages, a phenomenon which &
glance completely contradicts the value relation of commodities; 3) the fluctuations of market-pri
which reduce the average market-price of commaodities in a given period of time, not to thevialak
but to a very different market-price of production, which diverges considerably from this market-
All these phenomenseento contradict the determination of value by labour-time as much as the |
of surplus-value consisting of unpaid surplus-lab®tus everything appears reversed in competitic
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The final pattern of economic relations as seen on the surface, in their real existence and conse
the conceptions by which the bearers and agents of these relations seek to understand them, is
different from, and indeed quite the reverse of, their inner but concealed essential pattern and th
conception corresponding to it.

Further. As soon as capitalist production reaches a certain level of development, the equalisatio
different rates of profit in individual spheres to general rate of profit no longer proceeds solely thi
the play of attraction and repulsion, by which market-prices attract or repel capital. After average
and their corresponding market-prices, become stable for a time it reacheasb®usnessf the
individual capitalists that this equalisation balandesnite differencesso that they include these in tr
mutual calculations. The differences exist in the mind of the capitalists and are taken into accoul
grounds for compensating.

Average profit is the basic conception, the conception that capitals of equal magnitude must yiel
profits in equal time spans. This, again, is based on the conception that the capital in each sphe
production must shangro ratato its magnitude in the total surplus-value squeezed out of the labol
by the total social capital; or, that every individual capital should be regarded merely as a part of
social capital, and every capitalist actually as a shareholder in the total social enterprise, each s
the total profitpro ratato the magnitude of his share of capital.

This conception serves as a basis for the capitalist's calculations, for instance, that a capital whc
turnover is slower than another's, because its commodities take longer to be produced, or becat
are sold in remoter markets, nevertheless charges the profit it loses in this way, and compensatt
raising the price. Or else, that investments of capital in lines exposed to greater hazards, for inst
shipping, are compensated by higher prices. As soon as capitalist production, and with it the ins
business, are developed, the hazards are, in effect, made equal for all spheres of production (cf
but the more hazardous lines pay higher insurance rates, and recover them in the prices of their
commodities. In practice all this means that every circumstance, which renders one line of prodt
and all of them are considered equally necessary within certain limits -- less profitable, and anot
profitable, is taken into account once and for all as valid ground for compensation, without alway
requiring the renewed action of competition to justify the motives or factors for calculating this
compensation. The capitalist simply forgets -- or rather fails to see, because competition does n
out to him -- that all these grounds for compensation mutually advanced by capitalists in calcula
prices of commodities of different lines of production merely come down to the fact that they all |
equal claimpro ratato the magnitude of their respective capitals, to the common loot, the total
surplus-value. It ratheseemgo them that since the profit pocketed by them differs from the
surplus-value they appropriated, these grounds for compensation do not level out their participa
the total surplus-value, bateate the profit itselfwhich seems to be derived from the additions mad
one or another ground to the cost-price of their commodities.

In other respects the statements made in Chapter VIl concerning the capitalists’ assumptions as
source of surplus-value, apply also to average profit. The present case appears different only in
saving in cost-price depends on individual business acumen, alertness, etc., assuming the mark
commodities and the exploitation of labour to be given.
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part Il
THE LAW OF THE TENDENCY
OF THE RATE OF PROFIT TO FALL

Chapter XIII

THE LAW AS SUCH

Assuming a given wage and working-day, a variable capital, for instance of 100, represents a ce
number of employed labourers. It is the index of this number. Suppose £100 are the wages of 1!
labourers for, say, one week. If these labourers perform equal amounts of necessary and surplu
if they work daily as many hours for themseles, for the reproduction of their wage, as they do fc
the capitalistj.e., for the production of surplus-value, then the value of their total product = £200,
the surplus-value they produce would amount to £100. The rate of surplus-value, s/v, would = 1(
But, as we have seen, this rate of surplus-value would nonetheless express itself in very differer
profit, depending on the different volumes of constant capital c and consequently of the total car
because the rate of profit = s/C. The rate of surplus-value is 100%:

If c =50, and v = 100, then p' = 100/150 28%0;

¢ = 100, and v = 100, then p' = 100/200 = 50%;
c =200, and v = 100, then p' = 100/300 2/3%);

¢ =300, and v = 100, then p' = 100/400 = 25%;
c =400, and v = 100, then p' = 100/500 = 20%.1

This is how the same rate of surplus-value would express itself under the same degree of laboul
exploitation in a falling rate of profit, because the material growth of the constant capital implies
growth -- albeit not in the same proportion -- in its value, and consequently in that of the total ca|

If it is further assumed that this gradual change in the composition of capital is not confined only
individual spheres of production, but that it occurs more or less in all, or at least in the key spher
production, so that it involves changes in the average organic composition of the total capital of
society, then the gradual growth of constant capital in relation to variable capital must necessaril
a gradual fall of the general rate of profgp long as the rate of surplus-value, or the intensity of

exploitation of labour by capital, remain the same. Now we have seen that it is a law of capitalist
production that its development is attended by a relative decrease of variable in relation to consi
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capital, and consequently to the total capital set in motion. This is just another way of saying tha
to the distinctive methods of production developing in the capitalist system the same number of
labourersj.e., the same quantity of labour-power set in motion by a variable capital of a given val
operate, work up and productively consume in the same time span an ever-increasing quantity ¢
of labour, machinery and fixed capital of all sorts, raw and auxiliary materials-and consequently
constant capital of an ever-increasing value. This continual relative decrease of the variable cap
vis-a-vis the constant, and consequently the total capital, is identical with the progressively highe
organic composition of the social capital in its average. It is likewise just another expression for 1
progressive development of the social productivity of labour, which is demonstrated precisely by
that the same number of labourers, in the same tieneyith less labour, convert an ever-increasing
guantity of raw and auxiliary materials into products, thanks to the growing application of machir
fixed capital in general. To this growing quantity of value of the constant capital -- although indic
the growth of the real mass of use-values of which the constant capital materially consists only
approximately -- corresponds a progressive cheapening of products. Every individual product, c«
by itself, contains a smaller quantity of labour than it did on a lower level of production, where th
capital invested in wages occupies a far greater place compared to the capital invested in mean
production. The hypothetical series drawn up at the beginning of this chapter expresses, therefo
actual tendency of capitalist production. This mode of production produces a progressive relativ
decrease of the variable capital as compared to the constant capital, and consequently a contint
rising organic composition of the total capital. The immediate result of this is that the rate of
surplus-value, at the same, or even a rising, degree of labour exploitation, is represented by a c
falling general rate of profit. (We shall see later [Present edition: Ch. XBd.}why this fall does not
manifest itself in an absolute form, but rather as a tendency toward a progressive fall.) The prog
tendency of the general rate of profit to fail is, therefore,gnsxpression peculiar to the capitalist
mode of productionf the progressive development of the social productivity of labour. This does
mean to say that the rate of profit may not fall temporarily for other reasons. But proceeding fron
nature of the capitalist mode of production, it is thereby proved logical necessity that in its devels
the general average rate of surplus-value must express itself in a falling general rate of profit. Si
mass of the employed living labour is continually on the decline as compared to the mass of ma
labour set in motion by it,e., to the productively consumed means of production, it follows that thi
portion of living labour, unpaid and congealed in surplus-value, must also be continually on the «
compared to the amount of value represented by the invested total capital. Since the ratio of the
surplus-value to the value of the invested total capital forms the rate of profit, this rate must cons
fall.

Simple as this law appears from the foregoing statements, all of political economy has so far hau
success in discovering it, as we shall see in a later part. [K. VMlagorien Gber den Mehrwelk.
Marx/F. EngelsWerke Band 26, Tell 2, S. 435-66, 541-43Ed] The economists perceived the
phenomenon and cudgelled their brains in tortuous attempts to interpret it. Since this law is of gr
importance to capitalist production, it may be said to be a mystery whose solution has been the
political economy since Adam Smith, the difference between the various schools since Adam Sr
having been in the divergent approaches to a solution. When we consider, on the other hand, th
the present political economy has been running in circles round the distinction between constan
variable capital, but has never known how to define it accurately; that it has never separated
surplus-value from profit, and never even considered profit in its pure form as distinct from its dit
independent components, such as industrial profit, commercial profit, interest, and ground-rent;
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has never thoroughly analysed the differences in the organic composition of capital, and, for this
has never thought of analysing the formation of the general rate of profit -- if we consider all this
failure to. solve this riddle is no longer surprising.

We intentionally present this law before going on to the division of profit into different independe
categories. The fact that this analysis is made independently of the division of profit into differen
which fail to the share of different categories of people, shows from the outset that this law is, in
entirety, independent of this division, and just as independent of the mutual relations of the resul
categories of profit. The profit to which we are here referring is but another name for surplus-val
which is presented only in its relation to total capital rather than to variable capital, from which it
The drop in the rate of profit, therefore, expresses the falling relation of surplus-value to advance
capital, and is for this reason independent of any division whatsoever of this surplus-value amor
various categories.

We have seen that at a certain stage of capitalist development, where the organic composition ¢
c:v was 50:100, a rate of surplus-value of 100% was expressed in a rate of prdfig &6,686nd that at
higher stage, where c:v was 400:100, the same rate of surplus-value was expressed in a rate of
only 20%. What is true of different successive stages of development in one country, is also true
different coexisting stages of development in different countries. In an undeveloped country, inv
former composition of capital is the average, the general rate of profit woull3®66while in a
country with the latter composition and a much higher stage of development it would = 20%.

The difference between the two national rates of profit might disappear, or even be reversed, if |
were less productive in the less developed country, so that a larger quantity of labour were to be
represented in a smaller quantity of the same commaodities, and a larger exchange-value were r
in less use-value. The labourer would then spend more of his time in reproducing his own mean
subsistence, or their value, and less time in producing surplus-value; consequently, he would pe
less surplus-labour, with the result that the rate of surplus-value would be lower. Suppose, the Ie
the less developed country were to work 2/3 of the working-day for himself and 1/3 for the capite
accordance with the above illustration, the same labour-power would then be paid wisrah@3voulc
furnish a surplus of only @B . A constant capital of 50 would correspond to a variable capital af3
. The rate of surplus-value would amount ta/661331/3 = 50%, and the rate of profit to 86 : 133L/3,

or approximately 36%.

Since we have not so far analysed the different component parts ofiggrotihey do not for the prese
exist for us, we make the following remarks beforehand merely to avoid misunderstanding: In cc
countries in different stages of development it would be a big mistake to measure the level of the
rate of profit by, say, the level of the national rate of interest, namely when comparing countries

developed capitalist production with countries in which labour has not yet been formally subjecte
capital, although in reality the labourer is exploited by the capitalist (as, for instance, in India, wh
ryot manages his farm as an independent producer whose production as such is not, therefore,

subordinated to capital, although the usurer may not only rob him of his entire surplus-labour by
of interest, but may also, to use a capitalist term, hack off a part of his wage). This interest comg
the profit, and more than the profit, instead of merely expressing an aliquot part of the produced
surplus-value, or profit, as it does in countries with a developed capitalist production. On the oth
the rate of interest is, in this case, mostly determined by relations (loans granted by usurers to o
larger estates who draw ground-rent) which have nothing to do with profit, and rather indicate to
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extent usury appropriates ground-rent.

As regards countries possessing different stages of development of capitalist production, and
consequently capitals of different organic composition, a country where the normal working-day
shorter than another's may have a higher rate of surplus-value (one of the factors which determi
rate of profit).First, if the English ten-hour working-day is, on account of its higher intensity, equa
Austrian working-day of 14 hours, then, dividing the working-day equally in both instances, 5 hot
English surplus-labour may represent a greater value on the world-market than 7 hours of Austri
surplus-labourSeconda larger portion of the English working-day than of the Austrian may repre:
surplus-labour.

The law of the falling rate of profit, which expresses the same, or even a higher, rate of surplus-
states, in other words, that any quantity of the average social capital, say, a capital of 100, comg
ever larger portion or means of labour, and an ever smaller portion of living labour. Therefore, si
aggregate mass of living labour operating the means of production decreases in relation to the v
these means of production, it follows that the unpaid labour and the portion of value in which it i<
expressed must decline as compared to the value of the advanced total capital. Or: An ever sme
aliquot part of invested total capital is converted into living labour, and this total capital, therefore
absorbs in proportion to its magnitude less and less surplus-labour, although the unpaid part of 1
applied may at the same time grow in relation to the paid part. The relative decrease of the varie
increase of the constant capital, however much both parts may grow in absolute magnitude, is, ¢
have said, but another expression for greater productivity of labour.

Let a capital of 100 consist of 80c+20v, and the latter = 20 labourers. Let the rate of surplus-valt
100%,i.e., the labourers work half the day for themselves and the other half for the capitalist. No
the capital of 100 in a less developed country = 20c+80v, and let the latter = 80 labourers. But tf
labourers require 213 of the day for themselves, and work only for the capitalist. Everything else
equal, the labourers in the first case produce a value of 40, and in the second of 120. The first ¢
produces 80c+20v+20s = L2@te of profit = 20%. The second capital, 20c+80v+40s = 140; rate ©
profit 40%. In the second case the rate of profit is, therefore, double the first, although the rate o
surplus-value in the first = 100%, which is double that of the second, where it is only 50%. But tr
capital of the same magnitude appropriates the surplus-labour of only 20 labourers in the first ce
of 80 labourers in the second case.

The law of the progressive falling of the rate of profit, or the relative decline of appropriated
surplus-labour compared to the mass of materialised labour set in motion by living labour, does
out in any way that the absolute mass of exploited labour set in motion by the social capital, and
consequently the absolute mass of the surplus-labour it appropriates, may grow; nor, that the ca
controlled by individual capitalists may dispose of a growing mass of labour and, hence, of
surplus-labour, the latter even though the number of labourers they employ does not increase.

Take a certain working population of, say, two million. Assume, furthermore, that the length and
intensity of the average working-day, and the level of wages, and thereby the proportion betwee
necessary and surplus-labour, are given. In that case the aggregate labour of these two million,
surplus-labour expressed in surplus-value, always produces the same magnitude of value. But v
growth of the mass of the constant (fixed and circulating) capital set in motion by this labour, this
produced quantity of value declines in relation to the value of this capital, which value grows witl
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mass, even if not in quite the same proportion. This ratio, and consequently the rate of profit, shi
spite of the fact that the mass of commanded living labour is the same as before, and the same
surplus-labour is sucked out of it by the capital. It changes because the mass of materialised lak
motion by living labour increases, and not because the mass of living labour has shrunk. Itis ar
decrease, not an absolute one, and has, in fact, nothing to do with the absolute magnitude of the
and surplus-labour set in motion. The drop in the rate of profit is not due to an absolute, but only
relative decrease of the variable part of the total cap#alto its decrease in relation to the constant
part.

What applies to any given mass of labour and surplus-labour, also applies to a growing number
labourers, and, thus, under the above assumption, to any growing mass of commanded labour i
and to its unpaid part, the surplus-labour, in particular. If the working population increases from 1
million to three, and if the variable capital invested in wages also rises to three million from its fo
two million, while the constant capital rises from four million to fifteen million, then, under the abc
assumption of a constant working-day and a constant rate of surplus-value, the mass of surplus
and of surplus-value, rises by one-had, 50%, from two million to three. Nevertheless, in spite of
growth of the absolute mass of surplus-labour, and hence of surplus-value, by 50%, the ratio of-
to constant capital would fall from 2 : 4 to 3 :15, and the ratio of surplus-value to total capital wot
(in millions)

l. 4c+2v+2s; C =6, p' = 3B %.
[I. 15c+3v+3s; C =18, p' = 28 %.

While the mass of surplus-value has increased by one-half, the rate of profit has fallen by one-h:
However, the profit is only the surplus-value calculated in relation to the total social capital, and
of profit, its absolute magnitude, is socially equal to the absolute magnitude of the surplus-value
absolute magnitude of the profit, its total amount, would, therefore, have grown by 50%, in spite
enormous relative decrease compared to the advanced total capital, or in spite of the enormous
in the general rate of profit. The number of labourers employed by capital, hence the absolute m
labour set in motion by it, and therefore the absolute mass of surplus-labour absorbed by it, the
the surplus-value produced by it, and therefore the absolute mass of the profit produceahby it,
consequently, increase, and increase progressively, in spite of the progressive drop in the rate c
And this not onlycanbe so. Aside from temporary fluctuationsntistbe so, on the basis of capitalist
production.

Essentially, the capitalist process of production is simultaneously a process of accumulation. We
shown that with the development of capitalist production the mass of values to be simply reprod:
maintained, increases as the productivity of labour grows, even if the labour-power employed sh
remain constant. But with the development of social productivity of labour the mass of produced
use-values, of which the means of production form a part, grows still more. And the additional la
through whose appropriation this additional wealth can be reconverted into capital, does not def
the value, but on the mass of these means of production (including means of subsistence), bece
production process the labourers have nothing to do with the value, but with the use-value, of th
of production. Accumulation itself, however, and the concentration of capital that goes with it, is
material means of increasing productiveness. Now, this growth of the means of production inclu
growth of the working population, the creation of a working population, which corresponds to the
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surplus-capital, or even exceeds its general requirements, thus leading to an over-population of
A momentary excess of surplus-capital over the working population it has commandeered, wouls
two-fold effect. It could, on the one hand, by raising wages, mitigate the adverse conditions whic
decimate the offspring of the labourers and would make marriages easier among them, so as gr
increase the population. On the other hand, by applying methods which yield relative surplus-va
(introduction and improvement of machinery) it would produce a far more rapid, artificial, relative
over-population, which in its turn, would be a breeding-ground for a really swift propagation of th
population, since under capitalist production misery produces population. It therefore follows of i
from the nature of the capitalist process of accumulation, which is but one facet of the capitalist
production process, that the increased mass of means of production that is to be converted into
always finds a correspondingly increased, even excessive, exploitable worker population. As the
of production and accumulation advances therefore, the mass of available and appropriated
surplus-labour, and hence the absolute mass of profit appropriated by the socialncagitgw.
Along with the volume, however, the same laws of production and accumulation increase also tt
of the constant capital in a mounting progression more rapidly than that of the variable part of ce
invested as it is in living labour. Hence, the same laws produce for the social capital a growing a
mass of profit, and a falling rate of profit.

We shall entirely ignore here that with the advance of capitalist production and the attendant
development of the productiveness of social labour and multiplication of production branches, he
products, the same amount of value represents a progressively increasing mass of use-values &
enjoyments.

The development of capitalist production and accumulation lifts labour-processes to an increasir
enlarged scale and thus imparts to them ever greater dimensions, and involves accordingly larg:
investments of capital for each individual establishment. A mounting concentration of capitals
(accompanied, though on a smaller scale, by an increase in the number of capitalists) is, therefc
its material requirements as well as one of its results. Hand in hand with it, mutually interacting,
occurs a progressive expropriation of the more or less direct producers. It is, then, natural for the
individual capitalists to command increasingly large armies of labourers (no matter. how much tf
variable capital may decrease in relation to the constant), and natural, too, that the mass of surg
and hence profit, appropriated by them, should grow simultaneously with, and in spite of, the fall
rate of profit. The causes which concentrate masses of labourers under the command of individt
capitalists, are the very same that swell the mass of the invested fixed capital, and auxiliary and
materials, in mounting proportion as compared to the mass of employed living labour.

It requires no more than a passing remark at this point to indicate that, given a certain labouring
population, the mass of surplus-value, hence the absolute mass of profit, must grow if the rate o
surplus-value increases, be it through a lengthening or intensification of the working-day, or thro
drop in the value of wages due to an increase in the productiveness of labour, and that it must d
spite of the relative decrease of variable capital in respect to constant.

The same development of the productiveness of social labour, the same laws which express the
in a relative decrease of variable as compared to total capital, and in the thereby facilitated accu
while this accumulation in its turn becomes a starting-point for the further development of the

productiveness and for a further relative decrease of variable capital -- this same development n
itself, aside from temporary fluctuations, in a progressive increase of the total employed labour-{
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and a progressive increase of the absolute mass of surplus-value, and hence of profit.

Now, what must be the form of this double-edged law of a decreaseratdlod profit and a
simultaneous increase in the absolatessof profit arising from the same causes? As a law based ¢
fact that under given conditions the appropriated mass of surplus-labour, hence of surplus-value
increases, and that, so far as the total capital is concerned, or the individual capital as an aliquo
the total capital, profit and surplus-value are identical magnitudes?

Let us take an aliquot part of capital upon which we calculate the rate of @@fif,00. These 100

represent the average composition of the total capital, say, 80c +20v. We have seen in the seco
this book that the average rate of profit in the various branches of production is determined not [
particular composition of each individual capital, but by the average social composition. As the v
capital decreases relative to the constant, hence the total capital of 100, the rate of profit, or the
magnitude of surplus-valuee., its ratio to the advanced total capital of 100, falls even though the
intensity of exploitation were to remain the same, or even to increase. But it is not this relative m
alone which falls. The magnitude of the surplus-value or profit absorbed by the total capital of 1(
falls absolutely. At a rate of surplus-value of 100%, a capital of 60c+40v produces a mass of

surplus-value, and hence of profit, amounting to 40; a capital of 80c+20v a mass of profit of 30;
capital of 80c+20v the profit falls to 20. This falling applies to the mass of surplus-value, and her
profit, and is due to the fact that the total capital of 100 employs less living labour, and, the inten
labour exploitation remaining the same, sets in motion less surplus-labour, and therefore produc
surplus-value. Taking any aliquot part of the social capital,a capital of average composition, as a
standard by which to measure surplus-value -- and this is done in all profit calculations -- a relati
of surplus-value is generally identical with its absolute fall. In the cases given above, the rate of
sinks from 40% to 30% and to 20%, because, in fact, the mass of surplus-value, and hence of p
produced by the same capital falls absolutely from 40 to 30 and to 20. Since the magnitude of th
of the capital, by which the surplus-value is measured, is given as 100, a fall in the proportion of
surplus-value to this given magnitude can be only another expression for the decrease of the ab
magnitude of surplus-value and profit. This is, indeed, a tautology. But, as shown, the fact that ti
decrease occurs at all, arises from the nature of the development of the capitalist process of pro

On the other hand, however, the same causes which bring about an absolute decrease of surplt
and hence profit, on a given capital, and consequently of the rate of profit calculated in per cent,
an increase in the absolute mass of surplus-value, and hence of profit, appropriated by the socie
(i.e., by all capitalists taken as a whole). How does this occur, what is the only way in which this
occur, or what are the conditions obtaining in this seeming contradiction?

If any aliquot part = 100 of the social capital, and hence any 100 of average social composition,
given magnitude, for which therefore a fall in the rate of profit coincides with a fall in the absolute
maghnitude of the profit because the capital which here serves as a standard of measurement is
magnitude, then the magnitude of the social capital like that of the capital in the hands of individi
capitalists, is variable, and in keeping with our assumptions it must vary inversely with the decre
variable portion.

In our former illustration, when the percentage of composition was 60c+40v, the corresponding
surplus-value, or profit, was 40, and hence the rate of profit 40%. Suppose, the total capital in th
of composition was one million. Then the total surplus-value, and hence the total profit, amounte
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400,000. Now, if the composition later = 80c+20v, while the degree of labour exploitation remain
same, then the surplus-value or profit for each 100 = 20. But since the absolute mass of surplus
profit increases, as demonstrated, in spite of the decreasing rate of profit or the decreasing prod
surplus-value by every 100 of capital -- increases, say, from 400,000 to 440,000, then this occur
because the total capital which formed at the time of this new composition has risen to 2,200,00
mass of the total capital set in motion has risen to 220%, while the rate of profit has fallen by 50¢
the total capital no more than doubled, it would have to produce as much surplus-value and protf
obtain a rate of profit of 20% as the old capital of 1,000,000 produced at 40%. Had it grown to le
double, it would have produced less surplus-value, or profit, than the old capital of 1,000,000, wil
its former composition, would have had to grow from 1,000,000 to no more than 1,100,000 to ral
surplus-value from 400,000 to 440,000.

We again meet here the previously defined law that the relative decrease of the variable capital,
development of the social productiveness of labour, involves an increasingly large mass of total
set in motion the same quantity of labour-power and squeeze out the same quantity of surplus-I
Consequently, the possibility of a relative surplus of labouring people develops proportionately t
advances made by capitalist production not because the productiveness of socideatsasedyut
because iincreaseslt does not therefore arise out of an absolute disproportion between labour ai
means of subsistence, or the means for the production of these means of subsistence, but out o
disproportion occasioned by capitalist exploitation of labour, a disproportion between the progre:
growth of capital and its relatively shrinking need for an increasing population.

Should the rate of profit fall by 50%, it would shrink one-half. If the mass of profit is to remain the
the capital must be doubled. For the mass of profit made at a declining rate of profit to remain th
the multiplier indicating the growth of the total capital must be equal to the divisor indicating the
the rate of profit. If the rate of profit falls from 40 to 20, the total capital must rise inversely at the
20:40 to obtain the same result. If the rate of profit falls from 40 to 8, the capital would have to in
at the rate of 8:40, or five-fold. A capital of 1,000,000 at 40% produces 400,000, and a capital of
5,000,000 at 8% likewise produces 400,000. This applies if we want the result to remain the san
the result is to be higher, then the capital must grow at a greater rate than the rate of profit falls.
words, for the variable portion of the total capital not to remain the same in absolute terms, but t
increase absolutely in spite of its falling in percentage of the total capital, the total capital must g
faster rate than the percentage of the variable capital falls. It must grow so considerably that in 1
composition it should require more than the old portion of variable capital to purchase labour-po
the variable portion of a capital = 100 should fall from 40 to 20, the total capital must rise higher
200 to be able to employ a larger variable capital than 40.

Even if the exploited mass of the working population were to remain constant, and only the leng
intensity of the working-day were to increase, the mass of the invested capital would have to inc
since it would have to be greater in order to employ the same mass of labour under the old conc
exploitation after the composition of capital changes.

Thus, the same development of the social productiveness of labour expresses itself with the pro
capitalist production on the one hand in a tendency of the rate of profit to fall progressively and,
other, in a progressive growth of the absolute mass of the appropriated surplus-value, or profit; ¢
the whole a relative decrease of variable capital and profit is accompanied by an absolute incree
both. This two-fold effect, as we have seen, can express itself only in a growth of the total capita
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pace more rapid than that at which the rate of profit falls. For an absolutely increased variable c:
be employed in a capital of higher compaosition, or one in which the constant capital has increas:
relatively more, the total capital must not only grow proportionately to its higher composition, but
more rapidly. It follows, then, that as the capitalist mode of production develops, an ever larger ¢
of capital is required to employ the same, let alone an increased, amount of labour-power. Thus
capitalist foundation, the increasing productiveness of labour necessarily and permanently creat
seeming over-population of labouring people. If the variable capital forms just 1/6 of the total cay
instead of the former, the total capital must be trebled to employ the same amount of labour-pov
if twice as much labour-power is to be employed, the total capital must increase six-fold.

Political economy, which has until now been unable to explain the law of the tendency of the rat:
profit to fall, pointed self-consolingly to the increasing mass of pidit,to the growth of the absolute
magnitude of profit, be it for the individual capitalist or for the social capital, but this was also bas
mere platitude and speculation.

To say that the mass of profit is determined by two factors -- first, the rate of profit, and, second|
mass of capital invested at this rate, is mere tautology. It is therefore but a corollary of this tautol
say that there is a possibility for the mass of profit to grow even though the rate of profit may fall
same time. It does not help us one step farther, since it is just as possible for the capital to incre
without the mass of profit growing, and for it to increase even while the mass of profit falls. For 1
25% vyields 25, and 400 at 5% yields only[2DBut if the same causes which make the rate of profi

entail the accumulatiomg., the formation, of additional capital, and if each additional capital empl
additional labour and produces additional surplus-value; if, on the other hand, the mere fall in the
profit implies that the constant capital, and with it the total old capital, have increased, then this |
ceases to be mysterious. We shall see later [K. Mdmagrien ber den Mehrwei. Marx/F. Engels,
Werk,,Band 26, Teil 2,. S. 435-66, 541-.43Ed to what deliberate falsifications some people reso
their calculations to spirit away the possibility of an increase in the mass of profit simultaneous v
decrease in the rate of profit.

We have shown how the same causes that bring about a tendency for the general rate of profit t
necessitate an accelerated accumulation of capital and, consequently, an increase in the absolu
magnitude, or total mass, of the surplus-labour (surplus-value, profit) appropriated by it. Just as
everything appears reversed in competition, and thus in the consciousness of the agents of com
so also this law, this inner and necessary connection between two seeming contradictions. It is ¢
that within the proportions indicated above a capitalist disposing of a large capital will receive a |
mass of profit than a small capitalist making seemingly high profits. Even a cursory examination
competition shows, furthermore, that under certain circumstances, when the greater capitalist wi
make room for himself on the market, and to crowd out the smaller ones, as happens in times oi
he makes practical use of thig., he deliberately lowers his rate of profit in order to drive the smal
ones to the wall. Merchants capital, which we shall describe in detail later, also notably exhibits
phenomena which appear to attribute a fall in profit to an expansion of business, and thus of cay
scientific expression for this false conception will be given later. Similar superficial observations
from a comparison of rates of profit in individual lines of business, distinguished either as subjec
competition, or to monopoly. The utterly shallow conception existing in the minds of the agents ¢
competition is found in Roscher, namely, that a reduction in the rate of profit is "more prudent ar
humane". [RoscheBie Grundlage der Nationalkonomie A&iflage, 1858, 108, S. 192- Ed] The fall
in the rate of profit appears in this case asféactof an increase in capital and of the concomitant
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calculation of the capitalist that the mass of profits pocketed by him will be greater at a smaller r:
profit. This entire conception (with the exception of Adam Smiths, which we shall mention later) |
Marx, Theorien ber den Mehrweik. Marx/F. EngelsWerke Band 26, Teil 2, S. 214-28. Ed.] rests
on an utter misapprehension of what the general rate of profit is, and on the crude notion that pr
actually determined by adding a more or less arbitrary quota of profit to the true value of commo
Crude as these ideas are, they arise necessarily out of the inverted aspect which the immanent
capitalist production represent in competition.

The law that a fall in the rate of profit due to the development of productiveness is accompanied
increase in the mass of profit, also expresses itself in the fact that a fall in the price of commodit|
produced by a capital is accompanied by a relative increase of the masses of profit contained in
realised by their sale.

Since the development of the productiveness and the correspondingly higher composition of cayf
In motion an ever-increasing quantity of means of production through a constantly decreasing qt
labour, every aliquot part of the total produa, every single commodity, or each particular lot of
commodities in the total mass of products, absorbs less living labour, and also contains less ma
labour, both in the depreciation of the fixed capital applied and in the raw and auxiliary materials
consumed. Hence every single commodity contains a smaller sum of labour materialised in mea
production and of labour newly added during production. This causes the price of the individual
commodity to fall. But the mass of profits contained in the individual commodities may neverthel
increase if the rate of the absolute or relative surplus-value grows. The commodity contains less
added labour, but its unpaid portion grows in relation to its paid portion. However, this is the cas
within certain limits. With the absolute amount of living labour newly incorporated in individual
commodities decreasing enormously as production develops, the absolute mass of unpaid labot
contained in them will likewise decrease, however much it may have grown as compared to the
portion. The mass of profit on each individual commodity will shrink considerably with the develc
of the productiveness of labour, in spite of a growth in the rate of surplus-value. And this reductit
as the fall in the rate of profit, is only delayed by the cheapening of the elements of constant caf
by the other circumstances set forth in the first part of this book, which increase the rate of profit
given, or even falling, rate of surplus-value.

That the price of individual commodities whose sum makes up the total product of capital falls, n
simply that a certain quantity of labour is realised in a larger quantity of commodities, so that eac
individual commodity contains less labour than before. This is the case even if the price of one
constant capital, such as raw material, etc., should rise. Outside of a few cases (for instance, if t
productiveness of labour uniformly cheapens all elements of the constant, and the variable, capi
rate of profit will fall, in spite of the higher rate of surplus-value, 1) because even a larger unpaid
of the smaller total amount of newly added labour is smaller than a smaller aliquot unpaid portiol
former larger amount and 2) because the higher composition of capital is expressed in the indivi
commodity by the fact that the portion of its value in which newly added labour is materialised d¢
in relation to the portion of its value which represents raw and auxiliary material, and the wear ali
of fixed capital. This change in the proportion of the various component parts in the price of indi
commoditiesj.e., the decrease of that portion of the price in which newly added living labour is

materialised, and the increase of that portion of it in which formerly materialised labour is repres
the form which expresses the decrease of the variable in relation to the constant capital through
of the individual commodities. Just as this decrease is absolute for a certain amount of capital, s
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100, it is also absolute for every individual commodity as an aliquot part of the reproduced capit:
However, the rate of profit, if calculated merely on the elements of the price of an individual com
would be different from what it actually is. And for the following reason:

[The rate of profit is calculated on the total capital invested, but for a definite time, actually a yea
rate of profit is the ratio of the surplus-value, or profit, produced and realised in a year, to the tot
calculated in per cent. It is, therefore, not necessarily equal to a rate of profit calculated for the p
turnover of the invested capital rather than for a year. It is only if the capital is turned over exactl
year that the two coincide.

On the other hand, the profit made in the course of a year is merely the sum of profits on commc
produced and sold during that same year. Now, if we calculate the profit on the cost-price of

commodities, we obtain a rate of profit = p/k in which p stands for the profit realised during one y
and k for the sum of the cost-prices of commodities produced and sold within the same period. |
evident that this rate of profit p/k will not coincide with the actual rate of profit p/C, mass of profit
divided by total capital, unless k = C, that is, unless the capital is turned over in exactly one year

Let us take three different conditions of an industrial capital.

l. A capital of £8,000 produces and sells annually 5,000 pieces of a commodity at 30s. per piece
making an annual turnover of £7,500. It makes a profit of 10s. on each piece, or £2,500 per yeal
piece, then, contains 20s. advanced capital and 10s. profit, so that the rate of profit per piece is
50%. The turned-over sum of £7,500 contains £5,000 advanced capital and £2,500 profit. Rate «
per turnover, p/k, likewise 50%. But calculated on the total capital the rate of profit p/C = 2,500/&
31 %

Il. The capital rises to £10,000. Owing to increased productivity of labour it is able to produce an
10,000 pieces of the commodity at a cost-price of 20s. per piece. Suppose the commaodity is sol
profit of 4s., hence at 24s. per piece. In that case the price of the annual product = £12,000, of v
£10,000 is advanced capital and £2,000 is profit. The rate of profit p/k = 4/20 per piece, and 2,0(
for the annual turnover, or in both cases = 20%. And since the total capital is equal to the sum o
cost-prices, namely £10,000, it follows that p/C, the actual rate of profit, is in this case also 20%.

lll. Let the capital rise to £15,000 owing to a constant growth of the productiveness of labour, an
annually produce 30,000 pieces of the commaodity at a cost-price of 13s. per piece, each piece k
at a profit of 2s., or at 15s. The annual turnover therefore = 30,000x15s. = £22,500, of which £1¢
advanced capital and £3,000 profit. The rate of profit p/k then = 2/13 = 3,000/15,000 = 20%.

We see, therefore, that only in case Il, where the turned-over capital-value is equal to the total ¢
rate of profit per piece, or per total amount of turnover, is the same as the rate of profit calculate
total capital. In case I, in which the amount of the turnover is smaller than the total capital, the ra
profit calculated on the cost-price of the commodity is higher; and in case Ill, in which the total ¢
smaller than the amount of the turnover, it is lower than the actual rate calculated on the total ca
This is a general rule.

In commercial practice, the turnover is generally calculated inaccurately. It is assumed that the ¢
has been turned over once as soon as the sum of the realised commodity-prices equals the sun
invested total capital. But treapital can complete one whole turnover only when the sum of the
cost-pricesof the realised commodities equals the sum of the total capiaE }-

http://www.marxists.org/archive/marx/works/1894-c3/ch13.htm (11 of 14) [23/08/2000 16:01:38]



Capital, Vol.3, Chapter 13

This again shows how important it is in capitalist production to regard individual commodities, or
commodity-product of a certain period, as products of advanced capital and in relation to the tot:
which produces them, rather than in isolation, by themselves, as mere commodities.

Therate of profit must be calculated by measuring the mass of produced and realised surplus-va
only in relation to the consumed portion of capital reappearing in the commodities, but also to th
plus that portion of unconsumed but applied capital which continues to operate in production. Hc
themassof profit cannot he equal to anything but the mass of profit or surplus-value, contained ir
commodities themselves, and to he realised by their sale.

If the productivity of industry increases, the price of individual commodities falls. There is less lal
them, less paid and unpaid labour. Suppose, the same labour produces, say, triple its former pre
Then 2/3 less labour yields individual product. And since profit can make up but a portion of the
of labour contained in an individual commodity, the mass of profit in the individual commodity mi
decrease, and this takes place within certain limits, even if the rate of surplus-value should rise.
case, the mass of profit on the total product does not fall below the original mass of profit so long
capital employs the same number of labourers at the same degree of exploitation. (This may als
fewer labourers are employed at a higher rate of exploitation.) For the mass of profit on the indiv
product decreases proportionately to the increase in the number of products. The mass of profit
the same, but it is distributed differently over the total amount of commodities. Nor does this alte
distribution between the labourers and capitalists of the amount of value created by newly adde«
The mass of profit cannot increase so long as the same amount of labour is employed, unless tf
surplus-labour increases, or, should intensity of exploitation remain the same, unless the numbe
labourers grows. Or, both these causes may combine to produce this result. In all these cases-v
however, in accordance with our assumption, presuppose an increase of constant capital as cor
variable, and an increase in the magnitude of total capital -- the individual commodity contains a
mass of profit and the rate of profit falls even if calculated on the individual commodity. A given

quantity of newly added labour materialises in a larger quantity of commodities. The price of the
individual commaodity falls. Considered abstractly the rate of profit may remain the same, even tt
the price of the individual commodity may fall as a result of greater productiveness of labour anc
simultaneous increase in the number of this cheaper commaodity if, for instance, the increase in

productiveness of labour acts uniformly and simultaneously on all the elements of the commodit
its total price falls in the same proportion in which the productivity of labour increases, while, on
other hand, the mutual relation of the different elements of the price of the commodity remains tt
The rate of profit could even rise if a rise in the rate of surplus-value were accompanied by a sul
reduction in the value of the elements of constant, and particularly of fixed, capital. But in reality,
have seen, the rate of profit will fall in the long run. In no case does a fall in the price of any indi\
commodity by itself give a clue to the rate of profit. Everything depends on the magnitude of the
capital invested in its production. For instance, if the price of one yard of fabric falls from 38.49 i
we know that before this price reduction it containe@ 4. constant capital, yarn, etc., 2/3 s. wages,
2/3 s. profit, while after the reduction it contains 1s. constant capital, 1/3 s. wages, and 1/3 s. pr¢
cannot tell if the rate of profit has remained the same or not. This depends on whether, and by h
the advanced total capital has increased, and how many yards more it produces in a given time.

The phenomenon, springing from the nature of the capitalist mode of production, that increasing
productivity of labour implies a drop in the price of the individual commodity, or of a certain mas:
commodities, an increase in the number of commodities, a reduction in the mass of profit on the
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individual commodity and in the rate of profit on the aggregate of commodities, and an increase
mass of profit on the total quantity of commodities -- this phenomenon appears on the surface o
reduction of the mass of profit on the individual commodity, a fall in its price, an increase in the r
profit on the augmented total number of commodities produced by the total social capital or an i
capitalist. It then appears as if the capitalist adds less profit to the price of the individual commoc
his own free will, and makes up for it through the greater number of commodities he produces. 1
conception rests upon the notion of profit upon alienation, which, in its turn, is deduced from the
conception of merchant capital.

We have previously seen in Book | (4 and 7 Abschnitt) [English edition: Parts IV and Ed] that the
mass of commodities growing along with the productivity of labour and the cheapening of the inc
commodity as such (as long as these commodities do not enter the price of labour-power as det
-- that this does not affect the proportion between paid and unpaid labour in the individual comm
spite of the falling price.

Since all things appear distorted, namely, reversed in competition, the individual capitalist may i
1) that he is reducing his profit on the individual commodity by cutting its price, but still making a
greater profit by selling a larger quantity of commodities; 2) that he fixes the price of the individu
commodities and that he determines the price of the total product by multiplication, while the orig
process is really one of division (see Book I, Kap. X, S. 281 [English edition: Ch. EH]);-and
multiplication is only correct secondarily, since it is based on that division. The vulgar economist
practically no more than translate the singular concepts of the capitalists, who are in the thrall of
competition, into a seemingly more theoretical and generalised language, and attempt to substa
justice of those conceptions.

The fall in commodity-prices and the rise in the mass of profit on the augmented mass of these
cheapened commodities is, in fact, but another expression for the law of the falling rate of profit
by a simultaneously increasing mass of profit.

The analysis of how far a falling rate of profit may coincide with rising prices no more belongs he
that of the point previously discussed in Book | (S. 280-81 [English edition: Ch. Xll.]}; concerning
relative surplus-value. A capitalist working with improved but not as yet generally adopted methc
production sells below the market-price, but above his individual price of production;. his rate of
rises until competition levels it out. During this equalisation period the second requisite, expansit
invested capital, makes its appearance. According to the degree of this expansion the capitalist
able to employ a part of his former labourers, actually perhaps all of them, or even more, under
conditions, and hence to produce the same, or a greater, mass of profit.

FOOTNOTES

[1] "We should also expect that, however the rate of the profits of stock might diminish in consec

of the accumulation of capital on the land and the rise of wages, yet the aggregate amount of pr:
would increase. Thus, supposing that, with repeated accumulations of £100,000, the rate of prot
fall from 20 to 19, to 48, to 17%, a constantly diminishing rate, we should expect that the whole
of profits received by those successive owners of capital would he always progressive; that it wc
greater when the capital was £200,000, than when £100,000; still greater when £300,000; and s
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increasing, though at a diminishing rate, with every increase of capital. This progression, howev:
only true for a certain time; thus 19% on £200,000 is more than 20% on £100,000; again 18% ol
£300,000 is more than 19% on £200,000; but after capital has accumulated to a large amount, ¢
have fallen, the further accumulation diminishes the aggregate of profits. Thus, suppose the acc
should be £1,000,000, and the profits 7%, the whole amount of profits will be £70,000; now if an
addition of £100,000 capital be made to the million, and profits should fall to 6%, £66,000 or a
diminution of £4,000 will be received by the owners of the stock, although the whole amount of <
will be increased from £1,000,000 to £1,100,000." -- RicaPaditical EconomyChap. VI WWorks,ed.
by MacCulloch, 1852, pp. 68-69). -- The fact is, that the assumption has here been made that th
increases from 1,000,000 to 1,100,000, that is, by 10%, while the rate of profit falls from 7 to 6, |
142/7%. Hinc illae lacrimae![Publius, TerenceAndria, Act I, Scene 1. -Ed/]
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Karl Marx

CAPITAL Vol. 1l

THE PROCESS OF

CAPITALIST PRODUCTION AS A WHOLE

Part Il
THE LAW OF THE TENDENCY
OF THE RATE OF PROFIT TO FALL

CHAPTER XIV

COUNTERACTING INFLUENCES

If we consider the enormous development of the productive forces of social labour in the last 30
alone as compared with all preceding periods; if we consider, in particular, the enormous mass ¢
capital, aside from the actual machinery, which goes into the process of social production as a v
then the difficulty which has hitherto troubled the economist, namely to explain the falling rate of
gives place to its opposite, namely to explain why this fall is not greater and more rapid. There n
some counteracting influences at work, which cross and annul the effect of the general law, and
give it merely the characteristic of a tendency, for which reason we have referred to the fall of th
rate of profit as a tendency to fall.

The following are the most general counterbalancing forces:
|. INCREASING INTENSITY OF EXPLOITATION

The degree of exploitation of labour, the appropriation of surplus-labour and surplus-value, is rai
notably by lengthening the working-day and intensifying labour. These two points have been
comprehensively treated in Book | as incidental to the production of absolute and relative surplu
There are many ways of intensifying labour which imply an increase of constant, as compared tc
variable, capital, and hence a fall in the rate of profit, such as compelling a labourer to operate a
number of machines. In such cases — and in most procedures serving the production of relative
surplus-values — the same causes which increase the rate of surplus-value, may also, from the
of given quantities of invested total capital, involve a fall in the mass of surplus-value. But there .
aspects of intensification, such as the greater velocities of machinery, which consume more raw
in the same time, but, so far as the fixed capital is concerned, wear out the machinery so much 1
yet do not in any way affect the relation of its value to the price of the labour which sets it in mot|
notably, it is prolongation of the working-day, this invention of modern industry, which increases
mass of appropriated surplus-labour without essentially altering the proportion of the employed
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labour-power to the constant capital set in motion by it, and which rather tends to reduce this ca
relatively. Moreover, it has already been demonstrated — and this constitutes the real secret of
tendency of the rate of profit to fall — that the manipulations to produce relative surplus-value ar
on the whole, to transforming as much as possible of a certain quantity of labour into surplus-val
the one hand, and employing as little labour as possible in proportion to the invested capital, on
so that the same reasons which permit raising the intensity of exploitation rule out exploiting the
guantity of labour as before by the same capital. These are the counteracting tendencies, which
effecting a rise in the rate of surplus-value, also tend to decrease the mass of surplus-value, anc
rate of profit produced by a certain capital. Mention should also be made here of the widespreac
introduction of female and child labour, in so far as the whole family must now perform more
surplus-labour for capital than before, even when the total amount of their wages increases, whi
no means always the case. — Everything that promotes the production of relative surplus-value
improvement in methods, as in agriculture, without altering the magnitude of the invested capital
same effect. The constant capital, it is true, does not, in such cases, increase in relation to the v
inasmuch as we regard the variable capital as an index of the amount of labour-power employec
mass of the product does increase in proportion to the labour-power employed. The same occur
productiveness of labour (no matter, whether its product goes into the labourer's consumption ol
elements of constant capital) is freed from hindrances in communications, from arbitrary or othe
restrictions which have become obstacles in the course of time; from fetters of all kinds, without
affecting the ratio of variable to constant capital.

It might be asked whether the factors that check the fall of the rate of profit, but that always hast
in the last analysis, whether these include the temporary, but always recurring, elevations in
surplus-value above the general level, which keep occurring now in this and now in that line of
production redounding to the benefit of those individual capitalists, who make use of inventions,
before these are introduced elsewhere. This question must be answered in the affirmative.

The mass of surplus-value produced by a capital of a given magnitude is the product of two fact
rate of surplus-value multiplied by the number of labourers employed at this rate. At a given rate
surplus-value it therefore depends on the number of labourers, and it depends on the rate of sur
when the number of labourers is given. Generally, therefore, it depends on the composite ratio ¢
absolute magnitudes of the variable capital and the rate of surplus-value. Now we have seen the
average, the same factors which raise the rate of relative surplus-value lower the mass of the er
labour-power. It is evident, however, that this will occur to a greater or lesser extent, depending
definite proportion in which this conflicting movement obtains, and that the tendency towards a
reduction in the rate of profit is notably weakened by a rise in the rate of absolute surplus-value,
originates with the lengthening of the working-day.

We saw in the case of the rate of profit that a drop in the rate was generally accompanied by an
in the mass of profit, due to the increasing mass of total capital employed. From the standpoint ¢
total variable capital of society, the surplus-value it has pr