Chapter Ona
THE FUNCTIONS OF A THGORY OF VALUE
Aay theory of capitaliet svolution is a theory of enﬁugeﬁoua.
changes Tt mast sxpinin the davélopman£11 tendensles of the sapital-
lst ecomomy not by #he po}itionl araﬁta or payahaldginnl propensltles
ahnraat&ri;tio of napit&liat.soniﬂty, but by the eccncmls 1aws_ga1;rﬁr
.1hg tﬁin socoomys IE la our thaaiu.phnt thage anuuami; 1nwﬁ uin b§
;xplainad uﬁly Ty & sound theory of walue. _
Harx's thﬁory of ernluﬁiun, the theory of atpitniist
broskdown, 12, in feot, deriwed atap by step froa his tﬁuo‘._r;(. of
_1nlﬁeu éinoa thia 1u-£hn oane, the gquestion of the nature nn&
.function of 1nlﬁe theory itsalf wust bs taken down off the szhelf
Jesignetod for it and other "mutaphﬁiunl antigquitios™ by ¢he dominunt
opiclon in uantémpornry-acaun;ipa. Thn.mndﬁrﬁ viow ta thet a theary
of value in the old-fmshionsd zens¢ 3s umnecessary, simes the gomsral
ﬂqpilibrium of the system omn ba datarminud by n ampiricnl thunr?
- of prian- . aunording tu thﬂ most recant develnpmﬂut in price thanrr.
1hinh Aing esaentielly » thaory of akelow, this penwrsl egullibrliox,
in mhich r1l prioua and qunutitias aras uniouely determinad, ctn be
&aduced frum Do more infnrmltion than (1} that ennh firm attempts to
msximizo 1t nat revenue; {2) thet sach ocnsumer, when faced with
Eiven priau and & glven income, prefors a cur’ﬁtin gruup of come

mnﬂitiaq 1 to- mogther grnup B; and dopu wot ot the asme tima
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“prafer group B to group A.
If 1t 15 brus fhgt aqﬁilihﬁium conditionn cab he"ugiqueiy

‘detarmined with omly the scuuty information phtt:EODds are poarga

and useful, and that'uunsumefs and profucere ere sonpistent, whet

. indeed Ja the uge of a theery of walue. Why not abandon ths

metaphysioa of walue for the logle uflprinat

The answer to this quastion requires firet that we | |
_exemina the claims of ﬁndurn prica. thaory. This theory has £romn. -
out of, and, despite its sazertions to the nonﬁrlry;*is at121 -
raoted in the marginal ﬁtilify thaor} of walus, It claims to be
able to determine ihﬂ relationn of xll virisbloa iﬁ the mystem
without recourse to the concept of value. Market bahavior is

simply obasrwsds there ip po atdanmpt %o examine real costs or

underlying deslreg and mntivﬁtians. " ‘Yot while price thecry haa

‘abendoned Vhe concept of utility es a measurable entity, ms 8

‘theory of cholce It otill reets impliuitly.on.the sanoept of
utility. Thers ia only e formal differsaoe betwsan the geunsrsl
aquilibriun gystem of Walras, which assumes thet Lhere is 2

Maeuge of walus, and & purely empiricel theory whioh dsals

1. Peul B. Semaelsown, "A Hota on the Pure Theary of Conaumers?
Bohevior, ¥ Beovamiocz, Vol. 5, Wo. 17 {February, 1938), 61aTi.
This artiols sote Lhres postulates to the theorys These ares
(1) that ths quantity of each commndity iz & single-valued fups-
tion of all prices and incomsy (2) thet this functlon ie homo-
goreous of sorc degres in the warlables prices and incewmes (3)
that tha_inﬂiriduni hehaves ecnalstently in thet when he prefers

" the X group of peods to the B group, he doss mot at the pame time
prefor the B pgroup to the A groups : '

In "4 Note on the Pure Theory of Consumere’ Behavior: An
Addendum, " ibid., Vel. B, Wo. 19 [Aupust, 19503, B53=4,
Bamuelson demenstrates that all thres poatulstes are contaipad in
the third, that rolating to the coralztency of consumsral chales,
" . - el



- __ ; -':..-. . "_“'_.E"_

it S B0 e i el et ....-':.a.-..l..;;.-_'-_....._V._-_,,-_w;.,_j,‘_-; g e i -c;i.‘,—'a'a}:-a*: L

L St o, .

expliaitly only with 'bhe phamm&mn of prlcu. _ Impliﬂit'[';.r,' 11‘ not
ﬂxplicitly, ) thaory af prica muzt rast on the mncep’h of mlue.
Price thaory ma:.r rafua& to gxamlne ﬂmt liau behind the phencmena

it obasrves. Yot @conomic theory bassd on the obesrvetlon that

.some goods command prics without asking why this is go would be

1iks soiemce if it abeerved natural phonemena wlthout trying te

o:-:pln.iu them. - Tho very function of eeoncmis theory ia, in faet,

AL ax»plain ae wall ns to deacribe the phenomenon of priua. Thia
_means that 1% mugt »xplain the phencmenon of nlua Lanll.

_ Aosording to un?;\:theériat, the pﬁrpuuu of & theary of
value is to protﬁdu "a unifying priﬁuip}e, or system of general
gtetements oast in qﬁanﬁitativt forite » » soompotent to detormine -
the eguilibrivm or movement of Lhe eystem as a -:hule_!l'g Thia
stubemmt of purpose 1nd1uute§. in fect, how the theory of Talue
cpuretos. ﬁut to explein the phencmencn it deseribesz, a theory

of value mast ax;.rla;.in vhy as well as how. Thiz meane that wrlua

thearsr ia usentiullgr af, attempt to explalin why the phanammu of

wlee exigic ut all, and how thls phsnnmannn dutarminas nll aconumiu ;'.

I‘_‘Ellﬂ.til:}':l.ﬂ. Hew muoh & theory of value gen explain ﬂwpunds. of
aourad, .-m the theory 1tzeif. . ln adequate theory of walne met
{1} detsrmine the source of Talus nnﬂ the dietribution of the-

produot both to auall.l alaeses xnd o fastors of prnduc'bion: [2)
detarmine the uquditiuns of equilibrium 1in the relaticns of all

the variables of the systems (3) detarmine the conditlons and direc-

tion of egonanic -svolutlon,

2, ¥aurios Legbhb, Polltiual Eounamy and Cnpitalisr {reviaed ed., Naw
Ynﬂc, 1646), G« .
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The ordar in wl"rich these pufrpaaau ars giﬂn indic&tau

'-'I:hnt tho movement of tha s;rstem osn ba dedused nnly Prom the qandi-_ '

‘l;.’mt_m qf.equil_ibrium, and that the determinetlon. of the equili_hrium-'

re‘]:atiuns of the system, the establ)rhment of a unlgue set of ox=

uhange mluez, whish is what in 10510 the thanry nf value dnas
hea maaning ohly wheu we kuow what walus is.

Bafuore #m sxmine tha extent to which the leading thauries

I.H‘{

‘of  valua fulﬂll thazs purpoges, we muat stata the f‘;ml requlre=-

ments of an sdequate theary of vaiuo;a - These are: (1) that the
thanry yiold & closed syetom {1. es, vqual equetions and unknowma)
which 'd;tamina_a the equilibrium relations of tha wariablem; (2}
that the messure of wlue e aﬁmthiﬁg which is not itsalf a velus.
T\hma, ;’n princlple of walus 13 not ade;qmta which maraly ex.pr_anoa _ |

rolus in terws of mowmy cne or cther pevbicular valua: the determin- -

.}Hﬁ congtants mast exprase a relatlonship with soms gquantity shich

g

45 not ttzelf e wlus.” (3) that the debermining relation in the

6qua!:iom-i system adwmlt of quantitative nxpréssicﬂ-

' From thess three ruquiremuntu.it follows that the only
adeguate theories of walue ;ra the labor theory apd the mergloml .
utiliky thaury.ﬁ Other theorivs of ra1u;";§ tbe labor-oommand
thenry of Smith and Eﬂthnu, _tha &l mplu aupply and demand thsuriaa.

and the eost of produetion thsory of ML and Marehall, fail te

3. Thesa ara pointmd out by Dabb, 1bid., H=12.

4. Ibid-. P=10.

Sa In order to desl with the marginal utilitj_r ‘t‘-haur;.f st all it 1s
neonysary to make what 1s well koowa te be the tremohercus sssump-
tion that the theory mssts the third requirement. '
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.Politisal Feonomy, 2nd ed., London, 1836, 61-68.)

A A | |
- fulfill these requirements. ~The labor theory sud the marginal

utility theory do fulfill thess requirements becauss in easﬁ gase

pot soly arae all _tha.*mria.blaa explalnsd in a slosed aystem, bgt- the

determining quantlty- =- in the foraer case lnb-::r., meazured in time,

§. The labor-command theory is only ﬁdﬁam Srrith's cna of four walus
theories, Lhe others being the labor smbediad thoory, the "toil
and troudls” {or margivel labor cost) theory, and the acet of produc-
tion theosry. It wasg takern ovar by Malthuz, and finally reduced to
s theory of demand and swppiys (T, Be Melthus, Prinsiples of

Az Tor Toost of production™ az an slternative explansticn, this
can Nevye no meaning unloss the elemstds of cogt -- wages, rent, aod
profitg -~ mrs independently determined. This la imposzsible
ginea, accordlog to this theory, thess elsments wre slrmilarly re-
dueed to costs Cost of production theory theu reducss to supply:
and demend theory, each elsment of ccet boing detarmined by competi=-
vion between buyers and sellera., Of this Marx writes, "If aupply
ani demapd balenca, the casillation of prios oseess, all cther
sopditlona being the emne. Fut then domexd snd supply alsc cense
to explain amythings (Zarl Merx, Cepital. (Chloego, 1906}, I;7689.)
Risardo, -iike Morz, releois m supply anﬂ dapand explanation ma &
facures of wmuch errored (Dawid Ricarde, Primoiples of Politioal
Eooncamy apd Yezeticn, Everymants Library eds, Londan-fs Yo, 1943, 260.)

“Mershall explains the determipetion of value by the (incorrect)
soizsors wmlogy —~ demand and supply are the twe Llades of the
-geinagrs, Jhen ohe blade iz hald counstant, it epponrg thet the cther
doaz the cuttlng. In the short run, dsmend or ukillty, irn the
long run, sspply or ooet of producticn is the chief determinant of.
price. (A1fred Marshell, Frimsiples of Ecomomicm, Bth ed., Lﬂndon,
1538, 348~9,) The scisgors wnalegy, like ary dewsnd and supply '
theory, 1s inadequata, Morasowsr, it ahowa that Marshell fells o
gee thet ome thasry san expluin beth auppl;r and demsnd. Thus he
aritialzes Jewona' one-sldedness, hls "overemphazis® of demand,
similarly, bul wore kimdly thern Javond had oritlelsed Kicardo'e
sveremphasis of mupply. (Ibld., Appendix I, B17-21.) Merahsell
doas not reslize thet just &g oost of produstion in the Rleerdian
genias determines demand, ao utility, vis the proueus of impu‘batiun,
determines supplj‘. .
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in the _ln.;ttar. ca.59 sonsumers" desires, wonsured in mopstary e:c;:eﬁdi- '
t..u_r.s -~ is _i.t_aelf na;c. _H..Tﬂ.ll..la'._- Eanh t_heprj lg coneorued m-_;l.th the
gouren; am well g2 tl;m man pure , of_ vnlué, one hh;]euti‘ra, the other
subjeotlve. - | . _ |

We do not stop here Yo dlesuass the d.lf'i‘ﬂr.ems -philosophiunl
and socleloglenl foundstions of thesa tm.theariea, but wlll eﬂm:p&rﬁ.-

them directly with reference to the extent to which they Iulfill the -

+_f‘unutiu_1:1$ of value theory, theose of explaining the value phum::i;'ana,

ecuilibrium, eund avo'lufian.’ .

I. The Do'cermimtinn of the Grigin and Matridotion of Valus .

" The determifation of thm apurys of wlue 1g the renl pur-

- pose of waluw theorg. The essentinl 'pra'hlam 1 oot wihy goods ax-

::hanga in given propurtinnx, buot why some guuds become ¢bjam:s of _'
axuhanga, while nthnru are fraa snd do wot en‘har into the mrk&t.

_ Hintur;uall'y, tho theury of yulue origimtad eE O hhaory

-.3

of sarplus -ulﬁa.' This axprums tha frot 'l:hat ?u:r. aﬂr:,r anunm:qr
the gﬁtl ik :nﬁt aﬁ_lg to madintein a given 1_&1’01 of prod_uutinn, _but
to oreate w surpius product, whothey degigned for nunsumpt_iqn or for -
accumlstion, whish, in an exchange acouciy, 5z realized as a . -

gurplus yalue. Ditferent arpi'am‘cionn of aiarplun rolue profisct

' -different stagas of 'aaonumiu dovelepment; thun.the Maroantiliste

found the :urplus in ezuhl.nge. ]m Physloorsts in ngricuiturnl

Tu r.‘.‘rf tha Phyaionrnts and thuir cpponsnts, who oomnrmd themesaives
not with the questicn of what kipd of labor oreates walus, but what
kind arsatss murplua walue, Marx writes, "Thay ngprcaah:ad tha problem
in lte eomplicated form befors they had solwed it 1n its slementary

form; sush ip the hiatoricel sourse of all solenses leading them by
e labyrinth of intersscting peths to ths real startiang point., Unilke
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Tha m.a.rgiml utility thacry expln.lr*s Lhat 'rnlua is at

rasult of -anamitjr' and 'ut_il_it;r. T4 doeﬂ nct dnwegtlgats the .
praﬁl‘em of seardiby I..H such, axeep:ii to stets 4% ma & condition of
values, end te observe that zome gﬁuda_ BRI mturﬁ_ll:,r' ugafca-

Thia theory finda tim sgnentisl seuroe of velue in i

the onpmeiiy of oommoilitios to . satiafy humen wante. . Value 1

.aubjectively determimed by cnnummrs" deslrss, and cbiectively

meaaured. by priass. Su‘bjao‘hiﬂ welua thu-::-r:,r r&nngnima the faoct
thet priss and wlﬁa are not idunttunl, 1mofar ax priua ﬁxErai—ﬁ;
‘mlua. But it I‘ur_niahea no analytls topl for differentieting |
waluz from priao. The measure of walue of anmy unnlinudit:,r is its
itility: bubt thie can be dm&uaed ﬂn].]" from prinaa to whick mlues
mat theraby be squated.

Acuor&ing %o this thunry. 1 giﬂn value is ust first
prodused and then realirad in price. - Prise reslizes whet 1s
sagumed %o ‘lﬁ & équijalant ﬂ;luu.@ But the purposs of w.lua. .
theory is to explain the phemr:;nnnn of value which deteruines &
glvan det of market relstlons. - Marginal u.t_'-i.lit"y theory, on tho

other hand, avers that this glvesn sst of relatlicons determinas

wluse S A .

b

.'Tha starting ;kniut in the sxplanstion of exchange value
1a the investigetion of. the da;iraa for copsumption goods mn. wxe~
pruéad in iudivi:ii.u.l _domnd scheduless In aun_ordnﬁad with

. : .
other buildara, solenos wot only nrnntn esstles in t}w alr, but

oonstructs separate stories of the building before it hag laid
the foundatlons" (A Contribution to the Critiquu of Pnlitiunl

'Eﬂﬂuoﬂ_‘l;\:. hloage, 1904, 64-5.]
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Gosson'd laws of the. aati.abilit;r of waiks, nﬁ.ﬁi._'fhul'rmximisation of _

satiafactions, individusle evalumte ocommodities in terms of their

. pelative Lﬁargiml utilitiss, and ax'pr;ass their ¥aloations in pu

chagss juch that the sati ufactiuﬁa dorived from the leat unlt uf
1 e spent on different semuodities i35 everywhars ﬂqﬁnl- - Tha
potual yalua of any commodity ean be dirantly chasrved from the

market. The valus of producers” gocds 1s aimilarly determined by - "- S

-the imputstion of wymlus from consumars' to producers' goodss .

: Both dewmand snd supply are su‘njutiw]@r: tiutﬂrﬁinﬂda .

From consumption and demand, s.ubjuﬂtiﬂ ﬂlu;..tﬁo;urjr proveads to y
prqi;iuci:-inn a&nd supplys Either the supply of prod\ié'hiw factora iu.
fized (mp in the Augtrisn varient of the theory) snd pruauut1§n~f¢a-
£Ers-a1n1uataq in tarms of théir marginel service ia produsing
oonsumers! goodn, or the supply of faetors le uri.a_hle {ng in the
theory of Jeveus and Ha.raﬁnll). the éuan'gity produced depending on
the merglnal dl eubility of preducinmg 1t o

| Distribution £o the Tactors of production’ is determined

by the produstivity of fectors; smch fastor receives k valus equal

e its marginel ?hgsiﬁll produstivity timeg the prios af thu-prﬁduwl:. )

Distribatlen to eoclel elumean doss not enter the theory. _ Clezees
do met erist, in fect, ﬁxoﬂiﬂ; goriapr only loplicitly ln the fm:;-_.‘h ..
that the WHBI_'.I of tha fn_&qﬂ of produstion compste for the use of .
their gervicsss Dut this 1s no mors = .ﬁ:iu for clnas diviglon | |

then h_ﬂi_nmp&tr_i‘;finn snong selisra of ‘Alfferont sommodities.

8., Dobb, op. eit., 1€0.
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The marginel usllity theory of value has mamy. short-
somings, chlef among them {1) its approach to the scousmic provess;
{2) its assumptions regarding the independence aﬁd-fttiunnlity of -

consumsrs; and {3) itm smptiness of spocific social and historieal

' aonkant.

The approach frem demand te supply, fruﬁl copaunption to

' o 5 .
production, rests on an 'necrrect comeeptlen of the logle of the -~
econonte prossee. NHo ome doniea that humen wnesd sreates the .

neceasity for prﬂdﬁctiun. Ip ¥Marx's words,

Consumptlcon furnishes the impulse for produeskion as well
ag ite object, which plays in produstipon the part of ita-~
guiding saim. It 1g olesr that while productlen furnizhen
the material objeot of comsurption, comsumption provides
tha jdeal oblect of produstien, ear lts imepe, 1ts wmnt,
its fnpulse, end itae purpcss. I% furnishes the abjeoh
of produstion iun 1ta subjsstive Fform. No waubta, neo
produstisn,  But somavmpbion reproduses tha went.” -

But loglecally and in +ims, consumption dependes on, and ia deber-
mined by, productlon. It iz preduction that produees consumption,
"iiret, by fhrni.ahing the latiter with materlal; second, by dater-

mining the manuer of oconsumption; third, by ereating in g'ﬁﬁaﬁmrn 'y

want for its products .aa objects of uu‘_nsuﬂp‘aipﬁ."%ﬂ But !;ﬂﬂnrd{ﬁ;._':

to subjective valus theery it ig ost production but consumphion

whick forma the utnrting'ﬁaiut of the asonculo provess, sud tﬁu:

of sconomie nhnlfsit. | ' - '
. : .

The theory ls further weakensd bf its aesumphion that

souiuiﬁy i1s gompoaed of & homogensous group of independent conerere

3. Oritigue of Politionl Beonomy, 279, -

10, Ibid., 280. L
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whoae psyehia sonseicusneas and ratiannlity of ghé1ua dictata L
pqmlity af liaxims _ﬂnd setiafactlons. It mﬂkaa tho incnrract LY
sumption that' inﬁi'rldt.:.al. choiceg are independent of oughom, uf
sgoianl relatiunx, of the diaLr hutiuu of inoone, anﬂ nf thﬂ strue=

turs of nupply. Even if there wors no other 1imitatiuns. Har-

_ sﬁall‘a conditlon that the marginel utllity of money remeln
_gonstent; and Weiser's assarfion that true Tugbural 'ﬂ.lua,’_’ baued

.on margloel ubility, applles only to e spmmanist sesiety of aqunl.

iucomes, luposs such ripgld limitebions ae to-make # impoasible for
the merginal utili%y theory o explaln value in a sapltalist

sooisty.

Subjective valus thaﬁry denien the obvioug fuot that

axchaﬂga iz net duta*ainsd Ly inﬂividual daxirns, it im a sociel I

" prososs corresponding to n deterained fnrm wf prﬂduqtiuu. - The

snaial releticnn of men viderlie the sxcharge of thiﬁ@ﬂr _ Foﬂr
smption e stmilarly dﬁterminnd by w aacial prunnas whioh shupes _
thﬂ strnﬂﬁura of wante and autn 1imitx Lo thele sntlnfnctiun. '

. By 1gnoring the prﬁperty ral;tiunu. the, nlass antagonisms,
the p&tfefm of luoobs dinﬁribﬂtiﬂﬂ of ¢ epecific historiesl form of |
produstion, by attempiing té daduae Lows applisable £o a1l forus of

sooiety, suhjautivt value thanry eennot reveal the etnantinl
11 .

anonovide relatious of aqy scolely.

Thn lnhnr theory of value Plnds the aaurua of Tllu&

“1l. For Marxzist aritiquoa af aubjactiws wlue thaorr; of. Bnhh, _
ope 0ibes Rudelf Hilferding, Bibm=Bamerke Marx-Kritik { Wien, lﬂcl),
u%ﬁ Fikalnl Bukbarin, The Economie Theory of “ha Lelsure Clasg

{Ruw York, 1ﬂ27].
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ih objostive coat, In humn'iahor. weasurad In -_lzima_‘_ The uxchupgs

ratiod of commodities, equal the vatios of the hbg._z_'-_t_ime_ expandad

iri their pfﬂdmtion- ’ Uti'.l.'ity sind nuarcit:,r enter insofar as

akility la e a:mﬂition off nlue, enmd asarciiy flpﬂ.rt from mtural

12 ..
aaarairy] 1 rasul'c of mloe. Eomod‘ties are not zoarcs ae

-auuh; Wha.t- i.a sosros iz the ‘I.abor nunassar:,r to oh‘l:nin thems

The‘ labor theory starts with tha distinotien betwen.
mnl‘cﬁ, or usewlue, ani exchange ‘r'l.'iuo.la' Use ﬂluas., conorate,
si:-acifi.u. ratorial goods are a product of the technicsl relstion
between wam and paturs. Tn William Pobty'e lmppy formuletion,

lebor is the father, apd earth the mohher of wealth,  Esohenge

walna, on the othar hend, is the result of » :ﬁeuiﬁunll}f gooial _

relstd one Commodities wast bo unafull to posgess exchange wiem,
bt thu eotunl Eoieros and mnnura ni‘ thia ﬂlum ia tha labor ex- '
peuﬂﬁd in produstlon. Simu miug oxpruaem 1 _annia.l relebion,

eatural apeuts c.n.n'nq‘i; pmduﬂa mluh Thas leaud hes & price, but

12. Lianrio Lle not eltogethsr oclesr on tha relation of eeapelity te
yalues He attributes the vslue of commodities in geveral, those
that can be freely reprodused, to both soareity and tha necessary
gusitkity off lakoere The velus of vefurally llulted oowsrditvies,

| suoh aw wines of a partlouler guallty, rars books and stitues,

he mbhritutes to suareity aless., (Priumciples, B=6.) HMaurx
attributss the value of scwspditics It goueral - whavlubely searoe
poode f211 outeids cupitaliot produoticn and thue aro ezeludad

from hia theoretivs)l system == t¢ the quantity of labor glone,

The lzbor theory thus explelinz soarclty in terme of 1t s swn :
prinoiple. The meriinal utility theory, on the other haxd, ceils
upon seareliy o explain nlua, hut it nn.m;ot !rx‘plain tha phnnmmn

_of geareity lisslf,

13. The full develapmawt of thip distinetion, und. ita Mduuftinn.by
Marx to the distibetion between mbabrmet and aumerete lnbnr, mill
nppaar in the nex-!: chapter. - .
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Do w.lue, a.im.rt from tha.‘b given 1t h:f the ﬂppliﬂatinn of lp.bo:r-

Tha 13.1}01' thaer‘y starts 1tu amlyais with productium

-

Velus is= ubjeotiv&ly detemina-:i in p"uductiun, nu‘njectiwly renlized

in conaumptinn. Ynlue is expresaed in prica, ;rat prica may deriate
i'mm. value, * Thus the dintinctiﬁns betwesn the real and nominal -
priua in Smith, betwsen the na.tural and the market priss in Ricarﬂu. '

id
epd between the price of prnduntiun and the ma.ri:et priaa in e S

ng The first step in the a.nalynia 13 the dqtamination of- the vaius of
i” the mlqe-producing commodity, Jabor pmr.lﬁ Thie in dutux_-minmi ‘b:.r |
:;, of ' the quantity of 1g'1-,~'ur embodied in subslstense goodss The theory of
,1; o vilue then baﬂumau imdiataly the tbanry of WT’Pl“‘ Tal ey Fnr
? e tcarﬂing te tha 1law nf *mluu, lebor pmrar m:c‘nangaa with ﬁges of
e N n?;ual wluea dut the oxpnnditu:m of lthnr power yiuldu " ‘nluu
Jj _ v . suparinr T 'I:‘he uluu of this Jaber pewer. _ . _
e Iistributinn %o sooial claases i§ therofore determinsd ’c’y
. *ﬂi _ .produntinm Lakor power exohungea for, 1tg nquiula‘uts the :urpluu '
' ‘ n - HV . is n.]:propr.ntud I:rv the sepitelist cless as the agent of Bﬁpitl._lp B
:, _ F‘ o o i st_ribu‘l'.-ia'n ta f‘o.at_-;'z"'a' of producticn has ne ;aal neRn-
Ej . ing 1z she hhur-'i:hﬁor;r of walua, iumofar wa laber in 'ths'.anly N
“f&c.‘hqg*“ prodicing welus, " The distril.;-ution of raiem;w in the fomm
14, Im.rx 8 price of | pruduc"':!.cm ia itaelf u.duﬂntinn from wvalue eg
will %e explained in & leter ohapber, It aorruﬁpnndn, hamwr,

to the resl or nl:!:ural price :af the nlnaumnl eocnonieta.

15. Iy oia&sical thnory ‘thﬁ firs‘- a'l:ap i: tho datanﬂ.nﬂtﬁ.nn of the
ralve of ln‘mn a nr;n-exintant entity. Marx alone makes the dig=

tinotion betweon laber snd lebor POWSTs And. thaa wakay paui'nrla. n
ulaar farmulatian of thu theory of nurplun va.lue.




',¢

of WAz, ren’c. (%1 1) intemst doas nnt exprass the autual ra ti’bﬁu-
of prnduatian. Df th& thsur} ol ﬂistrihution whlsh lnter ruappearu
1n tan mn:glnal util;ty theery of valas Yarx saya,

In Gapltnl-Prnfit, or hattﬂr ﬂapital—Intareat L&nﬁ-qnnt,

iuier labor, Wages, In this economic trinity expressing professadly

the sonnegtlicn of wvalue snd of wealth la gonersl with thelr
saurass, ws heave the oomplste mystificetion of the capiltalist
mode of produciion, the transformation of social conditioms
into things, the indiseriminste amalgcacation of the material’
couditiong of production with thelr historleel and scclal .
ferms: It ig an enchanted, perverted, beopsy-turyy world,

1o which Migter Capitel and Kistresy Land caryy on thelr
goblin tricks aw eoolal cheracters and at the same tipe as.
mero thingae Tt is the great wnerlt of clesaleal egonomy

to have disaslved thie f'slge sppearanos and 1llusion. + « »
by reduoing lumterest to a portion of profit, end renk €o-

the surplus sbovs the mverapge profit, z;hﬂ tc hlff? reducad -
valus acd surplus velue of cumaditias to laber in. tha nntml
- proesss of pro&uctian.l

IEa Dntﬂrmiuntinn af tho Gond1t¢n;£ of Faullitrlum

Any walue thaory dgtarminng tha saullibriux relsticons

of all prices and quantitios. But while the wabablishment of

equilibrivu gonditicns eppencs Yo be the most cbvieus purpose of

wilue theory, 1ugiani1y it is segﬁﬂdljy, 1ﬁzofnr 53-?hﬁ ﬁﬁuilihri&m
uun.iiti.nm L 81 b-a .déterﬁ;timd uni}r a'f‘ﬁ.r the phaﬁuiﬁ.ﬁmn of ﬁl.un_, the
basis of exohange relationa9 ip ﬂxpllﬁnud. . '

The cnnuapt of aquilihrium in auounmiu thunry uautlly
‘rafers tn_'rt.l.tiu gaqui.librimua Tl.'_l.ﬂ_.l _i_.u:mt » piutur& of reality, -
but a tool des iguad o rewesl tha 1051-:&1 reletiona of the eoonomie

wrlablee. Ths annﬁupt of aquilihrium pinye & unntrnl rnla in tho

" thapry of marglol utility. Equili‘brium is uniqu:ly dﬂarmimﬁ

16, Toides I, 000-7.




;.S nll.cummoditifra &rs exuhangerd at their reapacti'ra marginu.l |
utﬂiti@s or marginal walue prur}.uctiﬂtiaa. As the utility
:Lthanry‘ 1a ﬁs‘m_loped in the ?{almg‘lan s;.nl_rl:e:m:lrIIr of gonaral aqu:..librium, .
.alll firrtr snd holiseholds are in -balsme‘. all demands B8, satisfi.ed,
21l commoditles find a Illl.i.rgﬂt, and there ia full am;rloymﬂrr':- of all
.faoto_rs of produstlen. | | _ |

_ .The sonoept of ﬂqu-ilibriﬁ playz = uumq'nhnt diffarm;ig-
"rdia_v in the laker theory of wmlue, aapuuinlljr 1&5 the theory 1a
duve-lnpnd 'hy Marx. '.The ¢unuopt. of aquilibriﬁm 1g generally ag=
anc_ﬁt‘ad_wtth that of ubmpat-i'_cion; ;qui;ibﬂm ﬂlmi are de- |
. termined by the meotlen of supply aud demezd. ’ ‘The labor tho;:y,
on the gther baud, stiempts to debermine first ¢he norme? values
thet would preweil in tha sbasnas of inequalﬂ:iuu of uﬁpp]‘_.;r and
' demand. Thus the alessionl éuémmiatu'nnﬂ Merx dabermins hh_&r'
welues, before aénuidaring 1m;‘k¢t pricen ;nhiuh .duﬂ.ata feom r ‘
Ts.iuau.. But uommﬁi‘hion ;x’praauas the f‘n;:‘h Uhat tha lew of ﬂlua.
. dekerminsa t.hﬂ euuilihfi‘lm of the syitﬁme Marx sgova of the EI.!.W

of 'mlua,

E'm.l}r as imternal law, and fyam Ghe polzt of view of the ?J'
ipdi#idual epopte a5 a blind lew: doag the law of wlue

17, The Walyaslazm souilibrium diffars formally from that of aub= -
Jeatlwe welue thenry in thet the fortar 1s cone of mutusl inbey-
deperutence, of all priess and quantities, wherers the latier derives
the prices and qQueamiitien of producerd gacda from thess of sonaugers '
goodas  Buk Lhey com to the emms thiig 1o that (1) the prices wod

. guantities of produgers® gooda 1R marginel etllity theory, onze
detaraiped, muy be takes ed date, sud (£) the mutual irterdepondense
of willity end voste Lla general eguilibrlum theory le fim‘llz.r =
duned o utility, ¥ & oondition ﬁf nraduntian. o



snert it i'n.rf'luence hers and maintain the nooinl equilibriu 3
of production im ths turmeil of its accidental _i‘luetuatiana»

"The squilibrium condition established by the lew of value
ix :c.hat a1.1 nun;rmdit'j;s sxohanre in thu reticgs of thﬂir Iabnr-nnst.
H::wever, tha onm-ap'l: of equilihrium dnmlopad by the labor theory of
value is uot t"'!e etatlc eauiliht’ium of the marginal utility theor}f
.of mlua- Mars woes tha uuna&pt of dynamia, aggrepetive uqui—'
1ibrium bnrrmd from the Ph}'sliuars.ta_:, in h.i:r; mudel.s af uiI;p.lu o~

productian {tho statiswary state) and of éueumulntiun. " As W

ghall see when we sxamine Uarsta éhuur}' of the mooumilation process,

e

thig provcess itu.elf ai’sﬂrn the oconditions of equilihrinﬁ and modl-

—

flez the law uf raluo,

The 1nhor theory hes been ntt;cked on the. grnund that the

s

sctuel mmrkel relaticuns it dapin'hn sonlradliet 1ka ovm oondltlons of

equilihriumg s raserve this auastion for w nubsaquan$ chupbers
1 fhe sesemtiel polub, hoserer..io thet the labor theory, whish un-
like the warginal utﬂ.‘r.tjr theory, ;-@rprua.gsha.a ranlﬁy'.'in auseesELYS
! - steupa, ustubli‘l!-!.u wot- one, buk a;uﬁaussiw levels of squillbrium

edmdlblonss exch ona of whish applies to & different shage in the

devvalopment of the amelysls from sbebract laber waluen %o conurete
‘warket pricess Sinee this is so, ne éne seb of equililrium cordie
tiong esn be speollled, any more then & papfioular sobt ocun Be taken

as o dssoriptlon of rsality. Bub that the labor theory deed not

speolfy w unlguely determined stezio aguilibrium weod not izvslidate

Lo LIS

the theorys it aimpl'.:,r.aunfim 1t snelysls of the oapitalint acohoﬁ;r

a2 inhersntly dynsmio apd ungteble,

. 18. Capital, Iif, 10%8.
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111, Tha Dstarmination of the Cornditlona and Dlrsntion nf Evnlutiun

1his third funntion of vnlus thﬂory 1le mogt unﬂqually
fulfillsd by tha two theories of value. The marinel utility
theory and ita modare formu the theory of gensral oquilibrium, do nnt
atkonpt Lo deal ﬂihh tha nwa*utionary process, and in fact, sannot,
without considerable modlfiostion of aesurptlions, espeaially thet
of tuveriant production functlong, By nppruaching tha 80 Cnomny
From the poimt of vlew of uonsumBVI' aholod in o hiaturictllyea:d
soolally uﬁapaéifiad'nnnnnmw,'subjahtivu valus theory omn sey little
about the gapitalist &conomy, tat that it iz sn sxehwage sooncwy,
and. osn say nothing dbout ibs evolublon.
The mergizmal utility theory asiatheory of static eguilibrium
waa very early réungn;nsﬁ by oxe ot 1ts Jeading proponents to be
fully imospahle 5f doalitg with the fundamentel features of the
4 sapitelist seomemy.  Thus Euhumpatsr ﬂTltGl in 1508 that the .
stﬁtin nyu*am of marginal utility '
breaks down befors nvary orablém which osan ba umdarztood
ewly from the clandpulnt of developremb. & 3%s proup
baiongs the problen of sapital formation, and othare,
aspashel 1y thoes of etonemie progress end crises. ]
Pipeciully thia test pelnb must bs stated, sinos we have
pot menbionsd 1% thua farr The pitalle srstem sud ita &
meticds zive ug no toole for expleining this phenomnnnn-

Unider nbatio apsumntions juet se there would Lo oo
iwharagt; so alse thers could be mo sriges (avﬂu if scme

v T
P
PSP R PR O P A

.__,,
AT g

.o

_;& ' ﬁh_' ' of tha effasts of orists ocan Yo woll demcustrated under

P CES these assumptiona). In a stetle soonony there Lo .ns room

DA T _ for those formss whish cen bring ebout & orislsy and &ll

[ S theorier of oritee, whatever their neture ard Talue, RTe

S A | easentinlly dynando.d’ _

; 53 .
_:..:i: ) 5}: _ ]

A S EE

: i i8. Jo fa Bnhumpstar; Dea ﬁ%uun wnd dar Enuptinhilt dar thgorstisohen

¥etionaibrononde (Leipilg, 190BT, GOT-8. Sehumpaksr aloné develops




R o s}

e ]

N Thn uuneriaritr of tho labar theory of value to the +haary .
" af marginal utility in explaining a‘mlutiou is ganaru.l'l;l_r ranngnizﬂd.
Gscar La.uga ﬂummnriz.aa the ﬂhnous diffumuu& in thﬂ axpla.mtory -
1’9.11;1& of tha t'm:l thuariea as fcllo‘n‘al | |

The difference betwaen thﬂ explamtory value of Merxian
and "bourgeois" economics respectively iz easily aocounted
for if the egsential features of modern sconomle theory are
recalied.. Economie theory as developed by the Austrian,
Maruha.llian,zﬂ and Lauganue schools 1s essentlally = statio - .
thevry of sacnemis wmiiibrdam anslyzing the sccnoemie pro= . - o
ceas uiker & syshom of constaub da.'t‘.n. and the mechanism by,
whioh pricée and quantities prodused adjust themsolves te
changes in these data, The data themeslves, which wre
psychologlsal (the preferemss rrales of thé uonnumara}, :
 tachnical {the production. fumtionl}. and institutionul
{(the forms and distributisn of property of the factors of
produstion, the momebary mnd banking By shema,. utu.} are
regarded as outslde the soops of moomomis theory.  The
study of the date is s matbar of desoriptlee and shatlsbi-"
onl investigation, the study of ohengas in the data 1s the
- provioes of gccoonle hisborye  IF thare are any "lams"
digcoverable in the cheppe of dabts, thelr study la ocutside
the ranze of econcwic theery. Further, the institublional
data of the theory are net spasified. 1In so far aa the
thoory of econonle sguilibrivm is mersly o theory of dis=
tribtution of ecarse regourcas betwesn differant ueeg it
doas not nsed wny inebitobtloval data at all, for the ralsr
vunt vonsiderstions .onn b9 deduced freom the example of -
Rebingos Crusca. In gp far decupiios im not even & mpcial
gelevidas  Then seonowio theory is concerned with the .
prialng Pmesus, tha npeuirimticn of inatitutinmi datn ia -

8 theoiy qf tmlu’him within 19, Sraewos ok nf the thsory of
marginal wbilitys - His thegry tha® chsnpe, borue by ianowvationa,
ia the easwaca of At Inhspreably unsbeble ssapitalish econemy ie
in this respect wery close to thet of Mabe, Cf,,Tho Theery of

. Leonomie Davelozmant {lgt German ndition, 1911, Englivh trans-

Tation,. Camriﬁiga, 1934) wad Business Cyolew (New Tork, 183¢).

20 Marshe..li.an theory, based oxn sub;;notiﬂ- -qal coriy. dose

" denl with svelution, but in a vory limitsd way. For Enrs}-tll.

"Hatura non fesit saltum,” Leng-rum equillbrium is schiewsd
not by change, but by gradual,linsar, additiwe growths Tha
sasentiel relatlous of the pocuomic sysbtem remeln unohanged.
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All that ig sesumsd is the existeuca of

institutionn eeceasary for the functicning of an sxchange
eaotomy.  Sub tha conteguences of the additional inati-
“tutlonal datum which distinguishes sapltalism from other”

forms of sxchenge eocnomy, 1., 9., the exiatence of a alass -

of pesple whe do HEE poaseas sy means of pruductinn, is

suarnely axarlneda

L

18

The labor theory of valuae, s duvsloped by Merx, prﬂvidaa

& theory of evolutlon. Tha olassieal aco:nmiats fall to sae the

histnrical and trauniturj form.

napitaliset e 0OTIOTF a5 en historical form of prﬂduﬁtinn,

22

With Marx, -

Marx'a sspress purpusa i3, in

fagkt, "to 1ny tars the sponmpmla IEHB uf metion™ of this farm of

23
production.

Irigufar a=z tha labow thenry dadusas tha neassalty

an the other hend, tba gapi talist form of pruduntiou iu a pnrticulnr,;

and dir@ptiﬁn of evolutlon frem the law of walus itaelf, 1t provideas,

ag subjestive walue theory cammot, the mesns of understandlng the

fundementel pature of oapltaliet preasas.

The Marxian theory of breskdown stends or falls with ths

labor theory of vﬁlue. wa hava not tried to make the lmposslble

proof bhat the Isbor theory is "trus".

21, Osour Yangs, "Harxian Foonomiocs and Mocdern annnﬁiu Thaory, "

" Roaview of Foonmomie Htudlas, Wol. I¥, Fo. & {June 1935}, 192-%,

- But- w» Lave trisd tg nh.nw.

Iange pointa oub, furthor, thad dymamic eguilibriuwm thecry serves

na better to chow the foroes making For evolutlen 1u the aystem.

Evew where chapges of dute ere ineluded, au in H. L. MHcore's
"moving equilibrlom, ¥ and 1n warlous dynswmic models, whioh deduse

Iluetuationn from tilms lags, thers le werely & demonstratlon of

the mecheol sua of edjustment, not & thﬁnretiual deduntion frcm‘thn

changss in Ghe data., (Ihiu., note, 192-3.)

22-_u115ﬂ19a1 pulitical pucuﬂmy is easentially uohistorlicel, bubt’
thara are exoaptions, notabiy James Steusrt and Rishard Jones,

whosy syolubionary nppruach, sopacinlly thet of the latter, sllcits
strong praise from Marx in Theorien dber den Mehrwert (Stuttgnrt,

1966-10), I1T, 450-520, pasein,

23+ Profene to tha 115t.aditiun,
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thet of the twn theoriss of walue, the labof theary hbfers £ KT
hu.'f;‘.ﬂ sxplanatlcn of the laws g:.n.rert@ing the 'qapitaiist S OomY .

" Wo ehall next Indicete in mors detsil the way in which Marx devslops

the labor theory of wvalus, and ugas this théu_r:; to explein capitalist

evo lutio‘.r.'l -
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Yote on the Eléments in the Laber Theory of Velue
© Defore proceeding further with the apalyeis of the labor
theory nf.vqlua;.ﬁw puaﬁ'clurify % point which has sonfused ucuﬁpﬁists
from olazeical until ourm 'bi.ﬁ;gﬁ- This is the qusstion of tha .
ﬁoﬁpnnéﬂt parte and different msanings of the labor thaory of wvalue:

{1) 1&'&0:‘ A8 source uf valuej; {2} labor as measurs of walue; and

{3} 1abor na numarnira- The distinctidnu emergs in the answers to

these questions: (1} Must & theory of vnlun which scserts labor tio

be the moegurs of wmlue raquirn 2leo thu.t__l_nbor ba the source and

_substance of value, or, in other words, does the determimation of

rglative walues depend on the determination of absolute weluss?

{2} Doaw tho eatablishment of labor ma & musisraire constitute =

laboy theary of waluae?

I. Labor wa Soures and Heezure of Talue

The mu:t: abrlous msaning of the hbor.thauff is thet the

quantity af 1ahﬁr emhodiud in sanh uommndity farniehes the masaure

of veluse Thns, ¥ithin perfect competitlon, labor-tivs a the,

mageure of ﬂ.lua datamiuan tha axohanps ratles of commodltioz. Thia
. ' 1 .

ig trus as « first spproximetion in el} labor theories of valus.

© But dosm the facht that the welue of commodltien bn mengured

by the time of lebor expsuded in thelr production require that labor

itself ba ths sotirca of value?  Mark sserts that the very fast that

 Lv In Smlth 4% 1p true only in the dear~beaver soolety; in Rioardo
anly when the tursmover of eaplitel, the “durability" of Tixed capltel,

and the proporticn ¢f fixed to clroulating ocapital are equal} and in
Merx, similarly, when the turnover and the orgnnio uompnﬂtian af
onpita] ars sgual.
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| .la_.l:-ur. is ﬂﬁ m'. s.'nd; t‘;_;;ﬁu _thé s.u‘nstan-_:u,_ of ﬁiua’,_ 1a what _mn'k:és .
it .po'as.j.blo I_‘d‘.l;* labor to be the ma.aa_ui'e of walus. Thisg mm:ma.thlt "
thers mist be absoluts bnfére thare is reletive valua. "The retlo.
in whlch t'm'.- nmmnn»ditiea are axahnnged do=g ﬂo‘l: dwkarmins thﬂir o
valna, buk thair valus determines this ratio.” : Thus tha ﬂluan af

pommodibles cammet be cnmparad until they have haun 1ndauanﬂentljr

'\

determingd.

Klosrde's treatment of the reltion butﬁﬁlm neasuTe snd
substance of ﬁlgo ia l.m;_l.:iguuua- In caa paseage he eayst "To |
mORALIS any ooe thing im .:‘m sompare 1% with a determinnte qut.ﬁtit:f
uf'thn-t-.l same thing whiok we take for.l_t_ stamiu_-.d..of uum:pari:nﬁ.. for vol- .
¥ » a .."3 _ Riowprdo finds that of a_omo&itin, “lah\nr'i:‘ the common
nraasi.nro'by which their real LS wil 1as thelr reletive wlue nﬁ- be
+aM:ium*l:am:h."l!r Morecver, he says that “m_turul agaitta, though tﬁay
add zreatly to walue in use, uever add nxohin;u’ain. .ﬂll.'l.H."E'. These
paniugul iﬁply. :t;_mt for -Ri.nn'r'-do labor klone is t.ha acuroe and gub-
_gbence of absolufe t‘*rual_"} mlues |

Hmnr_,-while ke asserts that the gquantity of labop
"Pﬂgﬂlntﬂrﬁ and '."datsminau" axuhnng.e ﬁlﬁs, Rloaxrdo nuﬂr BAYE ex=

plieitly thit iabor is the substencs of value, ﬁareaver, he azeerts

'I:ha.t hia 1nwstigatinn is dirnotnﬁ tu the uhbliulmunt of mlttiﬂ,
&
‘not of absolutd, waluss, in addition; from the i‘no’b thet there are

2. Thearien Hher den Eshrwsrt. (Stuttpsrt, 1905-1{}], 111, 15B.

E, Priuniplas,@ﬂ Jqli‘ti&nl-'ﬂaomw apd Taxntinn, 189. :
&, Ibids, 139. -
5. Ibid., 100.

ﬁ- Ibid.l. chl-lj 11-13!
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.1n Ricnrﬂu elﬁmﬂntn of nn nbﬁtinnnna thonry of profits,

7 : _
it im ulenr

that hs does not LET ulaarly hab hia SLL thanry 1ngic1113 raquirﬁs

-’cha.t lu.bor be the only unuma ui‘ value, But 1f labor is ot the only

-

acurce of 1&1uo, it ounnot heoan adequntc manuura of 111ua.
Keasurement impliea a'uommnn quality or ﬁthhttﬂii- Just
ag twe objecta oannnt be maegored es tn ralat11u tempernturu unlesa

thay aharu thﬂ R Ykt e) quality, hont, BC thu two uae-vnluax uunnnt bﬂ

F]

acmpnrnd as to relative value unlaas thny ahars the cemmon Utbmkzx£h
8. .
ngaalad Ilbor-

'II. Iabor as NSumerelire

Sinow the numerairs ia the ocmmuodity (wmoney) in ﬁerm;-uf

whose valus oommodities sre axohanged, must the mmaraire be the same

’ ~

T+ In n letter %o MoCulleeh in 1820, RHiocurdo wrole!: I pometimes

think thet if I were to write the chapter on valus agulns » o »1 should -
acknowledpe thut the relative value of commofities wes regulated by . -
Ly cauded instesad of one, oamely, by the relative qunutity of lnbor
nwadakary to produce the comuodities in gueetlion, end by the rate of
profit for the time thet the ﬁhyittl romadned deormant, end wntil the
commoditias were brought to market." Letiers of Dawld Ricarde tg

John T Mnﬁullﬂﬂh, lblﬁ 1825 (ads Jo H. Hullanﬂur, H. Tup 1595]. TE._

8, Marzis nnnlynin of th- twufald nutu:a of uummnditiaa, thnir e
value ond their exchangze wmiue, is to he develeped later. But ednoes
thiz point 1s 3o oftsen wlmnderstood, it 4s worth while stressihg the
fact that sxchange iz alweys made of qualitsbtiwely diffarent use waluea,
whish are qunutiﬁntivﬁly equal ezchange valuse. But == thls 1la the
burden of Herx'e oritieism of Risardo -« behlod the autitatlvs.
sgquivalence of exchangs values is e qualitstive equivalence arising
from the oommom, myseurenbls suuutausa of weiua == labor.’ {Thanriun .
dber den Mekewort, Til, 146—1?6-} Karx deals #ith this qpultion in
ks oriticism of Seuuel Hallsy's oriticlam of Rlvardo. B&iliy} who -
udmitn tha Tniiditg valy of reltive values, wrongly acousss Rloards .
of tranaforming relative imto absolube walusa, As Marx pointa out,

i1t is imposaibls to turn rolative valae into abeoluis walus. Ths - .
opposite iy raally whet happens in the comparison of two valuss, whose
abeolute marnitudes are plven independently of thel r lxnhnnga rttiu. by

the'labor they emtigdy. (Ibid., 161-2.} -
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ay the muure, .n.nd thua th& subatnnae of w.lua'? Tha nﬁawér iu a
ao",  The labﬂr thaory oatablishuu labnr a8 ths solrcs nf 1uluﬂ, :
lahor time na the MBESUTE of Tnluﬂ, and thu mongy eummuditf as
1ymurairo.. : - ST T

' The numeraire is the commodity whose ab;olﬁtg value
quantifiés the.exchanye ratics of a1l eother ﬂuﬁmﬂditiﬁa; or, which
is the ame thing, is the unit in whish all values are expresseds |
But ths uumersire is the ;tnnﬁarﬂ of price ej;y Eaahuaa all'coﬁ;
moditlea are cnmmﬂnsgr;hla-?

 The -confusion botﬁuen the nym&rnirﬂ and the manaure of
;-nlus in the labor thaory of welue iz espeslally grest in Adam Smith.
The goxbrediction Detwean his 1ibor-amtrndiad thecry wod lﬂu lahbr-
o cqnmi thﬂurg arisss out of hig uﬂni"uaion ‘betwoan thu Talus oi’ COm
modities nnd ths rllua of 1nbor pnw&r.lo Smith holdes that the
wius of oemmeditiss agualn the ulua of the ln.h-::-r am‘nndieﬂ in them
ouly "In that unrly and rudu atate of acoliety whioh pruouﬁﬂa botn |
tha anuumﬂiation of stook and thﬂ-npproprittion of land. '+ 4 ."11
In nupitaliat :oaiety, Mthe valus uf a oammdity, s o« is oqunl to
the guantivy of labor which . + -« [1: n_a_tg purchass or comnnﬁ- -
Smith'e munguri.uf wlus, 1. 8., th; ﬁﬁanﬁity nf labor n'?ﬁmmﬁﬂiﬁy-

onn command, invelves sstéipg lebor us the numeraire. Tals Smibh
" : - .

9. Critigue of Palitiosl Eoonomy, 765 - ' ' -] SRR

10. Smith, like tll ocanomista bafore Hhrx, npcnku nnly of the J1a1ug

of lnbnr - nnn-exiatont ﬁntity.-

i1. Adtm Smith Tha ﬂbnlth of H&tionl (Eth Edition, Bodern- Librnry.
Hi Yi- 193?}' Bouk -Il Ghn EQ 4?4

12] Il‘liﬂ-, BOOR Ij ch’i 5] m_l_',
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justifies in n;safiing that "Labor alunn,.thérgfﬂre. nevay 1a¥ying
._'ih ita om value, %8 alone tha ultimﬁta'and resl standard by ﬁhiah

thﬂ vnlua of ail uummuditius ] 5§ at all timea and placaa ba eatimatud

13 .
and compared.” Howevar, Emith uugguuts that for a 1eng-run TR e

~r for cemturles -- oorn is nﬁ sven mora inyariabls, and nence better,
S 14 . i ' '
maazure af walue. - ' >

Thu labor-command t?anry, nhich z=otk labor wg numarairn.

ranppaara 1n Malthuse Malthua sariler rejacted Bmith's measurs,
uuggeutu.a meay of corn and Inhﬁr, ut finally agress that "the walue
of any coumedity wt .auy time, and at any place, may ba maamursd, by

thu quantity of standard labor of that time and placu. whiuh it will
15 .
sxohange for a ootmand," -

Tha logles) lwpossibility of the labor-command theory,
a8 poimted out both by Ricardo and Marx, is obvious, The theory
would hold oaly if the product of labor were aqual to the walue of

labor-powsr. Buk tha guestion still reweine: Cun iahcr ATV LK &

1;;,,,--e-':_:,-ua'—.;‘._ ca .._‘. .. ..._.-_.-_.-'- oy
L N { i

1. iBid., Book i, Che 6, 33, . _ N ;

14. Ihid., Bouk I, Ch. 5, 27 Smith is looklog for e comodity nhasc
¥alue romaine cnnntant. This commodity La o Le the numﬂrsire, or
roenl price, while the momey price 1s only the nominal prics. {Ibidy,
Book I, Cha. B, 5B-$.) DBut, ae Rieapdo leter polnted out, neither
corn nor laber gre¢ invaciable in. welus., Howewar, frem Ricardo’sa
cbservation that gold is less wvariable. in value than either labor

or oorn, 1t seams that he too bellmves the walue of the rumernire
zhould be ae inwariable ae possible {Prinsiples, Ch. 1, ¥-11).

But, ms Murx pointa eut, %he mameraire, gold, must have & variabls
value, sloee 1% reprasents labor-tims, which varles with the produe-
tivity of labor, {Critigue of Politioal Economy, 77.)

e I saaris e s e e b e
) d e T

15. Prinelplen of Political Enonomy fEnd udition,;aﬂﬁéj 111

¥althue 18 sware of the differentizl betwsen the sourse end measurs of
wnlue, but he doss not see that the measure must be the same ag the
souros, orMewzse” of walue. . Thus he writear "The labor worked wup

. . . . . .
e . Fimn 5#mmn«mmm m;—ﬂmnm“,-_-ﬂ-—mw i L e, mmmmnw T AT vah" W\mmw-
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numerslre, as the wait in which bthqr yalues ere expreszed, if the

mes 8itTo of value ia the laber ambodied in sormoditie st

| Marx puts the question es follows:

Labor-time belng the iptrineis measurs of value,
why should thars be. aucther sxternal mazsure slde by side
with it7  Why doos exchanzs walus develop intd price?
Wihy do all ecamoditiss sstimete thelr valne in one ax-
clusive semmodity, whioh is thus couvertsd into & epesial
embodimsnt of exchenge velue into money?™™

To angwer this guastion we mist examine the role of the numeralre.

While as & first epproximation, labor-tims as measurs of value sen

furistion 1dsally es zuwmeraire, prgctinaliy it cannote A® & measure
of walue impliss exchange, a0 sxchangs rogulras a uniTerssl ogulra=-
lant which beasmen the numersirs snd thsrafors the madium of exchange.

The "immansut measure”, labor=tims, wust be expressed by the
17

"extericr memdura”, DODAY.

The nichanga of commodities requires thst the individual
labor cortained in thew must bs trunaformed lobe sockel labor, asg
reprossuted by the universal equivalent, meneye In Merx's werds,

Lommeditles are the dirset produsts of feclated, indspendent,
private lebars, which haww to be reslized as unlwersal social
labor through their aliensatlon io the provess of private ex=
chanrs, thet iz o say, labor bassd en the production of com-
moditles henomes youlal lawor enlg through the univeraal
slivnetion »f individuel labpra.l

in B commodity ia the primoiple ceuss of ths yalue bub it will ap-
pear. « «thet 1t i& not the measurs of 1t. The lebor which o some
modity will ocwmmand is pot the geuse of its walue, but it will
app®srs«e to be the measure of 14,7 (Ibid., B3 note.)

15. ﬂritiqué of Politinal Economy, 104, Marx deals with this GuUE -

tlon in nonnsetion with nis oritioism of the plaz of John Gray {(fol~

lowed by slmllar plans uf Rodbertue sud Proudhon) of & natlonsl bank
trouing labor nebes apainst commodities, -

17. Thapx}an Hper den Mhﬁrwurt, II.(ljl 12%.

18. Gritlque of Folitlsal Escremy, 104-5.
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" Anpther ressoa whiy labor-tima ocaanot he taken as i_luiuera.i_uru

is thet tha law of velus san oporate only if price as exi:rgsae‘d by

the numerpaires san daviate from wlue. in his eriticlen of.

kodbertus? wouey plap, Engels polmbs out that, In an secuony where .

aach producer produces for an unknown market,

the oontinual devintiocn of the prices of commodities from

their values ls the necessury condlticn in.and through

which alooe the walue of the commoditles cdn ‘come inteo

exlstences » » + Lo the mecond place, compobltion, by - o,
bringing into operation the law of wnlus of comuodity '
production in e socisty of producers who exchange thalr
commodities, precisely tharsby brings about the only
organizetion and arrangemant of a?giul produotlon which

iz possibla in the elyoumstancss.™ - '

In tha exchangs of uommoﬂitia.;, thaprafore, where '1ml.'i_.-

Al

vidual labor ig converted 1nto gsoeial labor, end wvelue into prics,

the mumaraire 1s not the meseurs of walue, labor-time, but the

_standerd of price, monsy..
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19. Frederiok Bogels, Prefacs bty the First Gemmen Editio.n {1484)
of Marx*s Peverty of Phllcsophy {1847), {Internatiocnal Fublishers,
H. Y.t'. h1T4] dﬁtﬂ}; 1Ea -
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