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MARZ 'S METECD

1. The Nethod of Capital
Mprx'n work, =o¢ fiuh iz oritisfem of the method amd com~-
tent of phi}olnphlcnl and moguomic fhought ug to hls day, lnaki |

gygbematle pressntation of hia oma dislectioanl matﬁp&. Crly the

brief ead putinlehed Introduction to hie & Tombritution to ths Cri-

tigue of Polltlcal Ecgnomy, whinh.ﬁar: praﬁnrad in 1857, ot wilch

was Tiot published until 1903, in Die Keus Zsit, gives sn explioit

asoourt of his soelytic method in poliblenl goonomy. On dialectics

opaties treatise, slihough he onge ex=

1

prosued sn inbentlon to do s6.  The dlslectic method In poiitiesl

WoUnRGRY onn be dedused only from exmmining 1bs products

- B
A. The Thenge in the Flan of Caplisl -

The strucbure of Marx'z sconomis werk as it fivmlly teck
- - E .

slapes in Eagitli & Theorién ubsr den Mehrwsrt provides the alea

i3

1. Letkor 36, Marx to Engels, Jenuary Lés 1864, corra#pund-née uf
Mo snd Enpele, I02. B . : i

5, A1l digouselons on Marxisn method ave Lruevily indeied to the

firet sericus exumization of the plan of Caplial, maée bY Hanryk
Anfbauplana dés Merxsehen Eepltnid

der Arbolterbewegung, Vierssbmier sahrgang, Heft 2 {1825), S0E~328. '
Flnee sur Ghgruasion olowely follows Gresenzn's articls, specifie

referensss are ouitted.

3. Only the first velums of Capltal wes propared for the prese by
Marx himaelf. The last two o baues were sdited by Engels and pubs
lished 1z 1886 and 1854, respsstively. The mepuderipte dealing with
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to his wmetheds . This &tfunturu repressnte a ahnngu from that

_criginnlly pllnnud, » uhaugu diotatad nnt hy oonmanienne nf AT"

position, €n alleged by K;utuky, Eﬁhring and otharn, but hf tha
logie of ha:x 8 own mnthnd. '
Thﬂ initill plen of Marx’s uurk nppeara in the ﬂritigua

of Palitical Eonnomy which itself wee to bo the first part af hin

eomplett thaurntinnl systen. Heore ke glrves the plan nf hia antirw
3

work {pretiously sutlined dn a littur to Engels}, “I uonaidur the

ngstem of hourguuia #conony in the follnwing prder; Capital, lnndod
' b

property, wage 1nhor, state, Forsign trads, warld ltrknt. The

first hnnt. Gcnling 1ith ctpitnl, LY tu bu auhdifidqd 1nta theas
four lactiannl 1} anpitnl in genartls 2} uawpntition; 5) arﬂdit:
4) 1nunrpertt¢d oupitnl- Sectlen 1, unpitnl 1n goneral, was to

bs dlvided inte the fellowing three uh:ptar:: 1}-uommndiﬁy: 2} woney,

" or simple elroulation; 3) ospitel in 5enﬂr11a.- The Critiqus covera
: - . 7

‘the firat tuﬂ_nhnﬁtarl un_unnmodity apd nnnxf of thie first eectlon. -

L.

 tha histery of aunnnuiu thnught wors puhliahud in thres volumas h;

Kauteky belwosn 1904 upd 1910 as Thaorien ubar fan Moarwart.
Contrury to the opinicn of those who find & Wooakreaiotien®
betwsin Volumee 1 mnd 111 of Cepital, a sontradiation sttrituted
to tho nllegediy long inberys wn seperebad the eomposition of
these two volunes, s Cirst draft of the emilpe work was virtually
sompletsd el the Tise the firad velums wag publishad, The gaunrnl
eysben of Marx's thought sppoared as sorly an 1047 in the Pows I
of Philosophye  That Marx'e anelysiz was fully worked out vury
Gerly ik olear from bls letter te En els in 1863 which cutlinew the
precise plan of the third woluiad. %u@ttﬁf 166, Hurt to Engela,

. April 30, 1368, cgrraayunﬂanﬁu. Eiﬂ-ﬂﬁﬂ-}

4. Latter 88, Marz to Eagsls, hprid 2, 1668, Correspendenca, 10B.

5. Author's Prefase to the Critigue of Politicsl Boonemy, 9.'

6. Letter 58, Marx td Engsle, April 2, 1868, Correspondense, 105,

7. Authorts Preface te the Gritiguﬂ;'ﬁ.'
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Harx upntinusd tu wurk loeording ta thu wbove pltn

until 1863, whei, 1n [ 1ﬂttor ta Engcl-. Fug pomplaing, Mihen 1 1enk

st hhiu compllntion now and ses how 1 have had to twrn avarrthin;

a
avoands o . " Ths ovidennn that Hhrx w3 turning avurything
;rnﬁnﬂ-tﬁpetra ;n p Jatter of the pravinu: month_in yhich he disw

ougsos bls rufnfmulntiﬁp.of Questay s Tnblilu.in the terma of hisx

9.

omn systems It iz olear thed the new plan spprosches prooassets .

of ﬁrn&untiqn. eiroulaticn; and the procesa of production ea &

whole, that appear later in the repreduction schematn, The final

plas of the work first appuar: in o letier of Harx whare hs wrltez,

in 1866 “Thn whola book 1a divided as follow::

L quk 1 The Produutinﬂ.?racou: of Gapital
- Beok II Ciroulation Procesn of Capital
Book I1I Forms of the FProgeszs as 2 ‘Taole
Bogk IV Cenbributien Yo the Hi{tory of the
Egonglo Thnury-

The two plang wre strikingly different. The flre:

ylun is wsre daseriptive, wmd slezer to renlitys the second 16

much mors gaunrtl wnd nbltrlat- The firet nsew the sconomlo cate~

_goriuu traditional %o politiunl eoonomy. It dividau sconomio
_annlytin nuaurdiu; to tha spealsl fialﬂs of :oounmic actlvity and
sonsrete axpgriauqao The esecnd oonsidars the esonomy in terua
of tha.brnuqiaen of prﬁduptinn, eiroulation, wnd production &% &
whole, wiihin whieh procesies thQ'npuuini topics are subsuwed, " The _1

|acond plan 14 wore froitlful baosuss, since the preductiocn of surylus

8. Letter 69, ars to Engul:. Angult 15, IBEE, Cnrrv;pnnﬂannu, 157,

9, Letter §7, ¥arx %o En;ﬂit, July 8, LBE3, Gorrulpaudonui_, 16%-8.

10. Mt‘r 92' e yx tﬂ EuEﬂl‘“ﬂnt ﬁutﬂh"r 131 1556' Gﬂrr"ﬂpomm‘]
-215: .
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_‘hhﬁ aiffarence bﬂtwan . gimn

uf nt'gittl ia thﬂ 500.1 -::rf tho upitnli:t

1tlua or th& self-uxpnnuiun

'nnnumy. thc min purpuaﬁ in the -bhuﬂratiunl systum 13 t¢ sxplnin '

ﬂ.pitul an-:l ita expandud w.luh Thi.l
en ‘bc dons mogt -oaBlly ﬂmn the tml}rliu tn.ku ths fum_. of u re=
.prudnntinn schemas S

The. rin'u?:o'ﬂ.s If-:-r the -:.nhnngh of pll;ﬁ amergu. fivat, fr;n

an axnmimtiun of the muthoﬂnlogiul obgarvatlons 11:. the Intruﬂuutiun :

to tha Uritigue, which Marx a1a not publish ‘with the Critigue because

oy nntiuiptti.un of rﬂﬂult.
il
and, uuunﬂ, from an anminu.tion of tha rhmutuﬂ

s that aee stﬂl to be prumn sesned

'ubj eqti nmhh 11y

of G Eittl h‘.snlf. '
B The Nethod of Suocowsivo lpprnxinntinn 5

Yorx's mothod is appropristely called eme of sussossiva

S +
approximation. The mﬂrliu starte on the nighest lovel of ebetrso-
tlon with ganural Tuwe, ﬁuduuad frcm consrete uperianua. It then
nely less

ﬂlﬂu&#liﬂlj’ appruuhan vomlity through » sorles of imruai

. abn‘tﬁ.ut gene liu'ciom. whiich modify the general laws, and by oon~

orete. deaoriptiens
- Marx folliswe the elaéuieal eredition iz starting on a
high 1prel of sbgtrection. "In the spalysis of scopomie forma, "

WRFE, -"mit_lmr microacopeg nor chamicel rekgont s ara of nss. The

11, Luthur‘l Profaces to ﬂritiqua of Enlitiul.l Euonnmg[ 9-

12+ Ofs nryk Grosarean, Dug jl:kumlatium-und Eunamnnbruuhn waete
TLeipeig, 19291, Finiaitong, -ri-ﬂ.i.i, and

d=a lﬂm'gitnlintimhﬁn Systama
Tie Yert-Frali Transtornation bed Herx und des Ertaenproblien,*
Jahrgnng i, noppalnaft 1-2 (1932},

Zelhgehritt £ir Bo:hl{’ormhuni.
E"?-Ela
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of suocesnsive approaimation, !

"l;n gontrediot.

farc.a' .of l..bu*;'..i.'mt.:_lén ;ma*ﬁ_r;!p]'._l.;q bu‘!:,h;_'_'.-n. Euﬁvgi-,' with hls mﬁtﬁnﬁ _
. ot Htrx d.apu:"cu'fram &uaiénl-tﬁdiﬁionq .
The .ﬂlﬂ'ss.-ic.i.l t.ho:oriuta.ruﬁl._in on a l;li_gh. level of tbstrl_.ﬁtinn wi.t.h.
Lhelr gﬁsnl _1|.uw, whigh the facts of reality f-tirr.;m ﬁuh ropeatedly
In'h!;rz,. the fac;t: of reality ii]._uutrute l.minu&i-

fy, but do not conmtradict the gonoral lawse Ooly in the theorati-

anl developmant from abatrast to oonerste, through » qerieu_qf'aua-

coseive spproximationa, oun the nom.r_'itﬂ faots of reality be related _

to and explained by the genersl lawas .

This dialeciicel developwment ia one of thought, mot of

realitys FReality 1s slways sonarete, yat it can be grispsd in

thought enly by procseding from gens mlization to demoriptlon, from

thﬁ abrbrack o the cenorete. Harx illugtretes thie princlple in

hie disoussion on method in politieal esomomy.

 Yhen we sonslder a given seuntry from a politieo-
suonomio stapdpeivd, we begin with its populetion, then epalyze tha
Yatter seoording to it subdivision into olageea, locatliom in eidy,.
courtry, or by thy eea, pocupstion in different branchee of produc
tien; then we study 1ts exports and Jmporte, amnuel production emd
sonsveptisn, priees of commoditiss, ebo. It asems to be the sor-
rect prooedurs to oomEsnOS with population whish 1s the basls end
the suthor of the entirs productive metivity of sosiety. Yot, on
olossr conelderatlen it proves te L wronge Population is an
abezreotion, if we leave out, 8+ g, the classss of which it aon=- -
alotp. These cleeses, again, are bub an empty word, unlese ws
koow what are the slemants of which they are based, such as "ge-
labor, oapital, ete- These luply, in their turn, exchunge,
dlvision of laber, prices, sto. Capitel, o. g., does not MR
. enything without waga~lsbor, yalua, money, prics, ets.. If we
gtart out, thersfore, with pepulation, we do ee with a ohsctie oon=
ospticon of ths whole, and by oloser snalysls we will gradually ax-
rive &% elwpler idean; thus we shall presssd from the imaplnery .
sonorste to leax and less nomplex abstractions, wntil we got ot
the simplest sonseption. . Thiz oune attained, we might strré on
our return journsy wptil we would finally come brok to population,
but this time not ws a cheotis netlen of an integral whole, tub aE

13, Profuce to the first edition, apital, T, 1%



a rich aggregate of many coussptlons apd reletieni, The former
method 1s the one whioh politicel escnomy had sdopted in the past
ot its imception. The economists of the perenteenth sentury,

g ge, #lways started out with the 1iving aggrogates populsbion. -
patlon, state, severwl stsies; eto.; but irn tho end they lnvariably
arriysd, by mesns of spalyals, et oertein leading'nhitrnuh_gbné;;l
prinoiples, such as division of labor, monsy, velue, eto. ' As scem
st these sepurate slaments had buasnm mors or leas sstabllshed by
sbstract reasoning, there arose the sysbema of politieal escnouy
phich start from simple ooneaptions, sush as labor, division of
labor, demand, axchange value, mnd scnslude with stets, internatlonsl
srchange and world markets The letter ls manifestly the soisntifi~
aally ccrrect method. The cotorete is nonarete, becsuse it ls .
combipation of many objeots with different destinetions, 1. #ep &
unlty of diverse slemechze In owr thought, it therefore appears
AS & PTOCSEE of ayothesis, &m & rasult, and nct &8 n sberting polnt,
«lthough it ie the real starting polnt, -uﬂ._thermroru,_nlau the
startinzz point of obeorvation and congepbions By the former

- method the sorplate concepliod pesses inte wn abetract definitien)
by the latter, the mbstmaot definitions lesd %o the reprodustion of
the conorete subjact in the course of reswonings Hegel fell inbo
ths errcr, therefore, of conaidering the real as the resalt of selfe
onordinating, &olf-cbsorbed, and spenbanscusly opersting thought,
whiles the method of edvanoing frox the abetract to the concrete ia
Tt & way of thinking by which the scnarets is gragpod and i }-pru4
duoed in ouy minds am comrete. It 18 by ng-mnunu, howevsr, the
prooens which itself wenorates the conorets. % '

‘The atructure of Cepliial 1teslf 31lusirates Harz's mathod

of sunceasive approximaticn. The first wolume 4w the wost general
and Lhe morts abetracts Its subject matter in "the prosena of

cepiteliat produckion, sonsidersd by itself =s a mere productive

precesa without regard te auy sauonﬂiry influoﬁﬁd of conditions owk-
15 ' :

side it." fhﬂ dénuriptivu and histpr;ual duta maral;.ilLun?rnt&
the gunartl.liiﬁ. ' ?h¥n rolﬁma'ﬂnal; wiﬁh nupittlirm in'iil p;fi o
phata, ax & aloped econcuy of two clapaes, whoke reiations alons -
ﬁaﬁarminn the yfnductipn pruensi.la Toe aspumpiions uf thi;_;alunﬁ

E A

14._xuxfpduutiun.to-tha;cr;tigu-, 292—ko
16, Capital, ILL, 37. '

16. Marx asys that "the relation betwoen wage labor and sapital
detarmiues the entlre charaoter of the mode of preduction. The

R
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re all timplu and provision;l By oy that prices equtl valuen. that

the raha of nurpluu yalus and the argnniﬂ uumpasition of qnpitul are

uvurywhero aqunl, thnt sredit, competitien, and other forma of cnpi-'

tul huaiﬂes inﬂustrinl oupitul do not exist. Thu uonnluaiuna uf

thia firgt volume are, of courase, mersly proviaional. The second

. wolumse, nhiuh is slec beped on theee simple, proviclonal assumptlons,

deals with the process of cirsuletion, nnllyniﬁg the "life olrole

: 17
of cepltsl,” and 1s, thersfors, lese abstract than the first-

The third vnluma bringa tha wnalyale alnsur to unnsruta renlitr; ' )

the provi:iontl naaumptiuua snd sopolusions of the first two volumas -

urs mo&ifiad tnd tupplamgnta&. ﬂomgaﬁition; prioa daviatign:,
oredlt, thﬂ differﬂnt fnrmn of caplial and nr uurpluu T lus, and

thsir wutusl relasions, are tuocassl1uly brought lnbo the mnalysiae

"ihe confpruatione of the ocapitsls evclwed im the fhird 1ulumﬁ npu

pronoh ztep Dy shep th:t Tore which thmy szgums on the surfice of

soélety, in their mutual iwbersctions, in oonpetition, and in ihe
.18
qrdintrr consuiguaueun of thn Jwiman sgencles in thia procusu.“-

The strunturt of | Eitll ravnal: wipg tha role uf diales=
tion i Marxisn an;lglis. Thn work itaulf Ls & dialnotiull whole,

yot the dialeatlsel wmathed, most spparent in tha firet, and most

prinnipla tgantu of this mode uf produckion itaalf; the oapitiillst
and the wage worker, are to that extent norsly psrsonificationa

" of papitel and wage laber. They wre definits asogial sharacters,

aselgnsd to individuala by the prooess of soolal produotions They
are products of theae definite gocial eonditicny of produotiun."

{Ibid., III, 1026.)
17. Tbid., IT1, 57+

18, lbid., IIT, 38.
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- Hea 8, Eaptauhur 1948, 138. Thix artlels,

“Gnmmoditiﬂu"; sppears inoreaslngly

lans u?idunt in the prﬂﬂﬂﬂa af auaeossiwﬂ ppproximetion from

absbrant 4o concratu+ Tha ditluntiall mothed 1w used fnr tha

mont abatraot axpouitiun, for quulitntiiu na:lysia, while » morn
1 methed is intrcduoa&. to deal with the quantitative

-

dsfulﬁpanntn uf ?olumun II and I1I. & weluable ingight inta

¥arx's method 42 provided by whak unu writer 5111: thﬂ Toomple-

weatarity of dimleotios end mathemstlos, paralleling the apposi-
1g
tion batweon guality and qunuti;y,

Cs Tha Hhanigg of Hnrx'sfhhutruationa.
Mayx 1s uftaﬁ charged with the formulation of econumio

lawt whioh, bautuua thay are not immediantely npplin:bla to canorste

uxpurinnua, are hald to he inxulidc The theory of ralativity kit

nimil&rlg he hild invnlid banaunu wa cannci aes ths-fuurth dimension,

Thﬂ rula of ugiuuae, shsther eeonomio” or physiosl, howevar, 1s nob
tc desoribe raniity, but to sxplaiaz the ganprul lews whioh dnminmta

this renlity. Further, it mast ahuu;thn way in which thame ganorul

lawn are modified in oonarets uxpuriunna. Tne theoretioal snxlysle

' Iuat hﬂglm-uith v fow fundenental nbatrnutiuns. The tusk in to
chooss those nbstr:ntionu which ganﬂralitﬁ thb eauontinl relations

of the nystam nnd sxpliln tha maltiforn qxpruauicnu of these rele<

tinnu-

" Reyus Internatiounale,
the first perc of wiioh:

he Grossmaenn diseussion on mathod, sontaina, 1a-

1lent smalysia on the naturs of Narx's eategories;
11-1" l}-" iq Talw

318. Alsx Berbon, “Ia Biulautiquu du Cepital,

almply restates %

adgoition, mn @xo9
and the rula of dialeoctlos in the Hnrzinn strunturs,

Tape: hors
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In pnliticl.l anomw thia po Lk ahooning thane aatagoriu _

whiuh uxpmu the fundameptul ralntinns oi' tha nu.pltlliat ﬁeonom;j'-

An Mnrx frequantl:,r not-as, the aaumic mtag;nrias of “.-rulgnr_u.unnun-qr._
. BG o

_.'whiah ﬂ.ﬂﬂ.li with tppﬂaﬂmu only, ) uru. darinﬁ frum aurflon

phenomam and are ensbhls to exphin tha u:sdarl;ring rall.tiutm uf

pro-duc'r.ion. His own aa.t-uguria: are dariwd from these funda.mant-al

. pelationa in 'hheir purs forma  Marx masumes “the gmaral and ex=

. . 21. B
clusive rals of the espitalist fore of production.” The funds-

mx:;tal abstrectien of ﬁu lnnlyliu of this "purﬁ“ onpitlliim ia
the upital-lqbor rnlltion. he i uaniition for the proﬂuut:.un of
value and surplus Tulua, this relation forms the 'm:h of thu
napitali:t asonomy. Eut the purely theoratical relation of i.nnl;'-
ais, althnu,gh desducod frm rulity. 35 nok lndonded ws a nere duserip~
tion ef l‘ﬂll_itﬁ"u It is rather elewate2 tao the 1&1-51 of wbetreetlon
from which ix deriwsd tha unoﬁ_tinl iﬁgic of_fhn s'rs':t'.éu.. .
ﬂimﬂarly. the abgtrection of surplua valua in gamul,

whigh ie 11x.ti:ad to the unpit.nl-lu.bur ral-.t.tun. 1a tha hnah on -’hioh

the utagor’iu of industrial profit, commereisl prafi‘h, i.ntarﬂt_ and

ground rent are deduceds Only l.ﬁ:or dersloping the gensrsl ].nu of

wurplua valus, whiu‘h alono Feveal the arigin snd mmture of thls sur—

 plus, doos Marx deal with the pa.rhiaul-.r forms tekeon b;f the g&mrtl

. 22
form of mrplut Tlue,

20, Ibld., I, Bobs 55

. BYe Ibid., T,

22, Marx notea that hias ":reatment of mrplul ralue iuﬂapendant of -
its partisular formd," and the "doukle character of labor™ ars the
best pointa iu hisx book (Volume I of Sapital). {Lsttar 99, Marx
to Eugles, August 34. 1867, ﬂorraapaudnnuo. 226-T.) .

L e
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If'Hhrx's uxtagnriuu Are unt dﬂauriptiwa, naithur are

“they 1&3510513;1 or hiatoriunl {aa 1n Eegal) thsy ars aauuntitllr

23

flogiutl- In his dilquuuiun.uf thtae entagorian, Morx weks, "But

do nogt thess aimpla nutuguria: nlso have s inﬂupanﬂent hintoriunl

ar uatural exlatenoa lnmadating the nore @nnerutu ones?"™  The
£a '

‘answer is, "Gl dupand.

Iﬁ E0md ohses thﬂ lugionl detulapmant or tha thuoratiunl
ont«;uriun from abstrast to comcrets, fron simple o complex, ptral-
1els histurianl'ﬁawulupmauy. Monay, for 4xampla, precedes capitel
in historiceal as ivll aa 1n logisal development. Bu£."nlthuugh ‘
the aimple nntegory'uuy bave axicted ﬁista}xcnlzy 1¢rar£ the more.
conurete ond, it oan :ttain itz oomplets developmant only ia scm-
2% -

plex forms of unciaty. . oe o

On the other haud, tbn lngictl davulopmﬂut of other ﬁttﬂ*
goriea ia dirostly opposits to thntrafxitxxhi:tbriual dsvulopmﬂnt-
Marx points out that "the most ganﬂral sbrtrachions qemnonly arise - . .
only whars there is the highaat'uunoruta developmante + .Hza For

exemple, induss rinl onyital, the domlireting forw in aayittlint Prt-

duntinn, aunﬁaads commsreinl tnﬂ 1n&u:it#-hetr1ng cupital hiltoricnlly,

27
yot in logionl nnnlysia it forma the starting polnbt.

23, Barbon, leo. elt., 134, - ¥ -
: ) .. .

24. Tstroduction to the Critique, 296.

.25+ Ibids, 297,

204 Ibid-. 295-9.

27. Marx desls with this peint extansifuly An Capital, III, ahlp. 20
(“Hiatﬂrioll Pata nonooruing Hhruhunts' cupitn Eﬁb—sﬁ. '
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" {hat the sbstraction of the sstegory, 'labor’,

Similarly, the almple category of abatract labor, whieh s
the stortipg point in the legieal wualysis of the capltalist form of
roduction, 1 hiﬁta_riunllj the moat reasct form. Marx ﬂlus{:r_:.tu_' .

this point with referance to the Unitsd States. "It ie only here

'll_bnr in gﬂnﬂﬂl'..'. '

labor sans Ehrﬁ.uu, the a’tnrﬁiag point of madsru politionl oco'mm;r,.
' 28 . .

beoomss reslized in: prmtiuu.‘.‘

Horagyar, uimla. ostagorien of the most complex i‘u';-m of
society, 1._0._-. ug_.pi_t:l.l-isn,_ ¢en be uiag in the axaminmation of pusk
formse . {"The _:mtnﬁ of .t'.im human -'boiug..i;u the key to the nmtﬁuq’r
¢ the ‘.F““Jza . : . _

In summary Harx sayss .

. 1% would thua be {mprastiesl and wreng to arrauge the
ecomoals categories in the crdor in whish they were the detsralining
Their order of saguenod is rather determinsd .

Paotors in hatery. -
by the relatlon which they bear to oms snother in wederz bourgeols = -
suniety, enl whioh lp the exmob oprogita of what spema io ba thelr
patural develppmant. Iihai wa are jpterozted in i not the pimoe.

the higborieml zuceassion of

which aecnomlo relations cecupy in
different forms of soolstye Sidll lozs sre we intersstad in the

oider of their auccession "iz iden” {Proudhon), whish im but u
hary eonseption of the ecoursa of Bigborys ¥& are intara%ad in
their orgenie connestion within medern bourgscls society.

II. Susosssive Aoproximation and E‘.Quilihriﬁm Annlyxia

_  Ome of the etrongest oriticlans of Marxian theory is thad
16 foils o furnish a determinate equilibrlum of the system. More .

specifioally it im argued that. slros in the tﬁmfﬁﬁatinn__frﬁ?'

28. Introduction bo the Critigus, 299,
26, Ibid., 300. '

¥0. Ibld., 4. S T
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nluaﬂ to prteu of prmiuction the aquilibriun uonﬁitiom, 1. u.,

that prioa oquals ﬂluo nnd thu.t ke average rate of prni‘it pmﬂilu.
n.ra mtrtuu.lljr conteadittry, ths labor thsur;r of nlua, apart fruu f
nhebher or ncb it holds iu rmlit;r, 18 theoretically untenablse,
Homwr, uinns the Ht!'.‘til.ﬂ. q:ta‘m includas varicus levels of wlue
and price Forme, equilibrium um.alysin 1s usafal or.l'_r ir lpp].illd o=
ceaalvely to thesa warlous stl.gos of succezslre n.ppraxin:ntion.

o Sucosssirs approximation frnm ebatrast $o ucncrut.u LppORTE
i.n all elusiul l.uﬂ:,ruia whlch makes thn dlstinetion betwoon nluu |
pad priu, or between matural priu aru:l mrl:th priuo- Equilihrim
prevaila whare mmputitirm clwim.tu domtinnl and enfoross aqunlity |
of matural amd sarket priuu.ﬂ However, thn eleaslon]l urit.ari
are nueble Lo deml with nppl.ru'n:t excephisns to the law of nluu

sines 1% appoars that in some msan the market prina sannet oenforn

to thelr theoretiuny dataruimd wlue, oF mturu.l priase, thu]r %=

pisin awey the deviation by n.ltering the law of velue. In thic nay
'I;he mEural priu is redefinoed to it the mrkat prieh Thus Smith
pustnhtu the gquautity of ll.'bor swbodied in a commodity - 4o be thn
datnruimnh of 1ta value, tub than :hnn&nnu thls Taw whan he atnpa
from the ﬂ.o_ar berver soclaty into the sapitmlist world. Blnée actual
prices divergs from the theoretical valuss, these frices ere thon |

‘pastulated &8 the Lrue valuea tnﬁ the qcr.r&#unnnt parka-of prisgire

51- The problem of nlua-priaa aquilihrim dnas ‘Bot appenr in thu
sontmpfeprodustion or margtmml utility theorles of valuses In the
formar owse, valud La deternlined by sost~priees.  In the lsktter
oass, value is detormined by subjective velmations sxpressod in
pries. There oan ba pd problea of v lusg=prios nquilihriuu rhin

price and walus are identienlly 'q\ill-
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'{'nhcna aum Emith oxnggamtw 'bauusa ha nﬂglaata o aceeunt for the

oonstant na,pitu.l wiich muat be repradun&d] are admitied as mources

of walue.

Similurly, Hiua.rdn ur;uu f'rom mlua to priua. an:i uats as

&quilibrium oonditlons that mﬂ:ﬁ: prioss sgual mtura.l priuon and

that the rate of profit be arery*nhﬁra aqIplis Hm-rur. thogs two
sonditions are mntradiutor;r if paturel priu weans Jabor valuss
Rieardo's. natursl priua ¥zt bs & price of prnduntion shich do-ri.-.tu
from valus. Hars again the squilibrium -mn&!.tinns are getiafied
only b;r » TAW definitinn of - m’auml prios. Hnruowr, in iwpljin‘
toat n'hra‘hinumar ia & sourse of ﬂlua. Riaa.rdu in ﬁriﬂn lmlf m]r
baok %o Smith'-. theery of valm buad on the nmpamnt partl of
prico. ) |

In the Marxlen systenm, no ons .lﬂ‘h of aguilibrium aan;éli-
4iony ean-be applied to the whole system. This i..u't_‘-rua for two
rn_{mnsl 1) equilibrium theory presupposes the ﬁatemimtogﬁa of

table equilibriums, wileh wnder Marzian sisumptions 1s iuposeible;

2} tho trensformtion af- valie to merket prices is mot lzmediate

but srscwsslve; each whage c:-._‘;' thn transfermation requires ite own
aquilii:_rium oonditiotn. ) .

Any theory of nlun 1: an Iquilihrim tbeory in thu L
that 1t establishes a sot of oquilibriul ﬂ.luu or prices to whiuh .
m‘-‘:unl pri.au tend, or around whiah thu;r ﬂuotuuth In thia wenss, -
.t-ho Inhnr thour-jr of valius amn be snlled sn oquiltbriuu thary. How=
ayer, the aonﬂpt of statle tquili,hriun in ite mst usual mming |

_anl:mut be mpplisd to the Marxien ryatom- T.ho oonsept of #tetle

o

= R T



o e BT P e i

mar Ty w13 4 e

Gl s s e

o R e ki s

quely detu;:'mi_ned and

aquill_hr'-ium,' g -nt:*.{_at]# dafinad, implise a uml
The date of squilibrium theory sre 5o framed -

stable 'e-;_:_uili‘hrium.
a8 to exoluds the possibillty of endogomous changs. Deviabiona

from aquilibrium, due to the jafiuénce of competitien, by the same
influsnca bend %o be oliminateds ' ' '

A« Value Equilibrium

- In o oase can statio equilibrium snalyals be applied te
the Marxian system, where the data theméslwea supply the oonditlons

of chenge. Yo eguilibrium paalysls _eﬁn be spplied to the Mrrxien

system iu a series of steps, starting ez a firet epproximatlion: with

nquilibrium sualyeis of the value lorm. Hlfhi_n thia form there we

two prwauué whoae ¢quilihriuu enniitions can be plveni {lj zlmole

reprodusiion, and (2) expandsd reproduction, or aocumalations -

1, Simple Reproductien. Marx holds that the case of

zimple reproduotien (o statlonary procsss similar Lo thet of

rly circular flom} is Mir-
32

Quesney®a Tablsay and Professer Sehumpeie

_ raoomilq.h‘lc with capitelioh produstion.® Although priess equel

yvaluss at asy memext, dypamle rether than atatie eguilibrium unalysie
is more fruitiul, eincw the comditlca of aquili‘briﬁu Brbweon Deprrt=

want I {meuns af production) and Depertment L1 {weans of eonsweyptiocn),
]

The squillbrium

-
r

1I1¢ & I{¥ + 8}, wpplier to n perisd of tlma.

32. Capikel, IT, 608, The thegretioal diffieultien which eppear
in apounalation firet wppesr io simple peprodaeticns Marx’'e dis=’
sugplon of the latter oase 1g wuch louger and more detailed tham
thet of the former. CF. Chapter XK, "Sisple Reproduction, ® 455~

Em. . . . .
£3. Equilibrive ia statie 1f the tlme vait ia taken to be ove «jm,

aw in Barx! sxampless Howaver, sinee sluple reaproduotion 1s a
rocese, 1t 4e mors ussful to view the wariables of The squdllbrium

dynamioally as time~rates.




cnmlitions whiuh lie behind this ganarﬁl nauriitien Lre tlm fullrmingl

a.) annuel, reproduction of the onnatnnt onpi‘ml of

: DPepartment ¥ whish does mot auﬁar thq mn e,

b} squality 'be‘hﬂon t.hu. fund'auuumular!;ad for 'ruplaai--.
'mns; of the fized ecapital of both departments, and
thy t¢tul.1 doprﬂuiatiun .

a) total odnaumption of sll revemuos (alnus fﬁplmn-
m.rrl;} |

&) nquinb-iun pruduntion in Eupartmut II ‘b-atmun
workars' ﬁomump‘tion gooda and ﬁlp:l.tl.lintn" unnalmp-
tion gun&a | _ _

" %) copstamt ergmolo cowpoaitlen of enpital {ﬂ;e DARY
in aach I}opnrt'-ltgﬂut} end, therefors, uﬂmtntd'---__ -
pecductivity 1o terme of use valuss |

ol nmmul roplepemant of the worn-oul money nupply

. ) rewstant rRfa st korpiet relve

Siuph roproduutlun, hnmwr, while n 1ugiu1 posaibility
and mthudalngicnnr important a» the Lheeretloal basis for th-a__nmlr—-
sin of ﬁaq'ﬁmlatian, ig ecoromicslly impoasible 1.# the papitalist
SIOTLOmY, r.l:l.iuh is charachteristically an l.agsmlatiwg aﬂnw. _

%o Acouvmulation. E!imihri]r. _._ﬁ 8 firet mypprexlmstion
equilibpium axalysle oaxn be ;pplioﬂ' alwa to aﬁomla‘biﬁm  The ag=
cumaletion wmodels of Valwre If of ﬂagitnl agnime that pries _a.qual.:
vlue aml tbnt Mnnmula’ciun min:hninn the eorrset proportions betwaen

B4
the two Depertmemtas  Hare II G < X(V 4 8), sinoe part of 1§ must

54 The exzob pr:;-pnrtinnu depond on the ratu af n.cuumulntian of the
surplus valuss This reate may vary of ccurss, hut to waica the ex-

poultien simpler Marr assumss 1t remuins constawh, If it wjuals £,
then the tquilibrium uanditinn in that II (C4Ea) = I{V4 (1=K)8).
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seprve for aspummlatlicon.

Marx assumes tho initiative to agoumile-

" %1om L taken by Department I, while Department 1% progroesivaly

ndnﬁts to soals. The rewerse assumpbion ia equally pﬂ'aﬁiﬂ&,.
althougk, logically, Departmanf I mizht be expected to teke the -

initiating reles All the subsidiary conditions of equilibriua
. N . 35

iz simple roproductlon except f) (mo eaving) atill hold. In

addition, thers is the uew equilibrium eondition that the money
' ' ' 36

capital aswed equale the. productive’ upital invested.

Ag the first stege of uun:o.ui.w spproxizmation, the valuo
systém is the most abstrest snd the most pruﬂaiaml. Throughout

Volumee I end II, Hg.ﬁ sets the simple eguilibrium oonditlon that '

211 commodities exohapgs A% their wvaluess This is ouly & firs%

spproxcimation necenwary to gewougtrate the law of walue, the de= -

borminatlon of value by labor«time. This sondition 1mplies that

the argania oonpeaitlon of oapltal, wed hence tho rate of proflt,

are svsrywherd sgumls Marx repsatedly essorts thet the aasumptisn

off sthnﬁga ascopding to laber valuer is Not & ﬁa.aariptiun of real=

ity, tat is u_liﬁly n theoretical first apprd.tiﬂt_ién-

exehange take place at values, the semposition ef
two departwmouta, This le nok the
nor doss Harx dexl with this prob-

3%.' I order thab
sspitu} muet be the sema in The

"pass Ip 81l of Marx'e exemplos,
Jem in hiep dlacuasion of socumulation in Volwme II (B71-811)s -

3imilariy, e docs nei desl with mosumulation on the bewis of &
rlatng organle compodition of oapital, or rising predsctivity in

wao yslusas For sguillibrium to prevail the composition of oapital
pust rise equally betwadn the two departwerte. The relation of. the
organie eomposition fo sxchange a¥’ yaluss will Do dealt with in ths

following pages. '
56, ﬂngitnl. I1, GTE~Te

7. For example, in Cﬁgital, Iy

178} Pheorlen ubsr dan Mehrwert,
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" Be Prigs of Froductlon Equilihriuu :

The sesond a'baga of uuacunlm approximution utah] ighes

"A% this :tngar of'

the prina form l:mmn LR tha Prlq# of prnduﬁtian-

the an.n.l;ui.s. the equlli.brium aonﬂition in that a.ll capitals :,riali
k42
Py qual rats of prnfit. In Volume ILI nf Ca.Eit-al. Marzx sirupi

th& provisionsl tnu:ncptim timt the organis nohpou!.'tinn of npit&l
iu avarywhers _uqua_'_t_. _ In rulit.;r. differencas in the technical rew
gquirements of differant industries ledds to large wariations ium the
orgruie oamposition, wud, thevefore, 1n individuel rates of profibe’
The equilibriua oendition ia that, regardless of the nompnﬁtion

of an individual sapitel, acd of its gwh rate of profit, eech eapl~

.tal reosives & share iz the total soctal gurplus value proportlonal

to its allquot shero 3A the total eapitals . Thus, thfuugh sompeti-
soF

tion, vqual upita.ls ranlim equal prnﬂ.tu in sguel tim>a.

The avarage Tate of profit 1: nuhiawd by tha m“hilit:r of
45 -

aspitel« Yut nil unpitu-l dou Bt leave t‘ho induutrien of high

organic gompositlon of sapital t'.n enter those of 1o1r ﬂﬂmpositiun,

. “heseuss, 1) there are. thmyi shortwrun galng to be mede in -..ha noLe

productive hig;h sorposition industries, where the rata of prufi‘b B

38+ Thla nwngt rate of prni‘it ia, of aourseé, weighted average uf
the tTEI'I-Eﬂ rntal of different 1nnus‘:-r1u-

59- ‘Hare, As owrrnharv, ™o a3qUme I‘ur -1mpliuity ant sgual pariod
of turaswer for all eaplital.

40, Striotly spesking, 1t is the marginel ﬂta"ﬁ'f‘ pruf‘i'ﬁ _whinh da—-
torplnes the moblility of aapital. cwavey, in the Marxien dyatem,
since only oos faekter of produu'hion produces proefit, marginal apd

Mor'.ga ru.taa are the same.
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‘be temporarily higher; ond 2] the mobility 61‘_...&:5_.1::_1'1:_&.1 tends to
equalize the diffarent u”rgnfnin cqmpnaitiéna; o that the tendensy

o equalizaticn of the different profit rates itself errosks the

mobility of capitale  Thus, the averige rate of profit is both

& reault of, wnd a detarrent %o, nr;rbilit]r of pn.pit:nl.' The hi_:_-'
tnrianl tnﬁdumﬁr is o greatsr inwat:;ant in the higﬁ composition
‘.l.ndus‘.ﬁ.ries.. a - _ .
With the aﬁ%n_hliﬁhmaub_nf tho average rete of. profit,

seumodities can mo longer -:.nll et tﬁuir valusd. Thu_priﬁ of

etch comuodity is made up of Iit-! Quh-pricu {conastant plus rariable
eapital) end the avsrage mte of prﬁfit. The reaulting price, tiu

price of production, deviatés abovs, below, or 1a equal i its

- value, depending on whether ths crganic composition iy above, ‘belew,

. $1
or esqual to the avaragd.

Mgy the trapsformation of weluan inte prises of fruduntien,

tha basis of the determinetion of velus is itwell romowed frou dlreckt

42 . -
obsarvations” Yot the lsw of valus continuss te operate bebind

tha prices of prndu&tlm, insofer as 1} the prices of productlon,
1iks values, are slbessd, with changes 1n the labor tims Meoetally
pegessary” %o pﬁduou » glven commodity, emd 2) the total profit-

45
equsls the toial marplus walue.

4l. Capitel, III, 183

42, Tbld., 311, 198,

43, The averaga rate of profit "is merely a differart way of divié-
tng the surplus velue, when & comuodity is sold abeve or below ite
vnlue, snd. o +thig differemt divislom, this chamge of proportions
in which differsnt persons share lu the surples vdus, doea not alter
in the lemst the mapnitude or the nature of the walue' {Ihid., III,
BE) e ’ . .

g LA MR
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In the trnnﬁfamtion of wluas intu prioe-n nf pruduu- _

tinn,. the prices deviste Erom 'Imluﬂa fux tws raasunu: 1) The iﬁ:ii-
-riduul ra.‘l:u aof prnfit e trnmfnmd inrhu L] lwarag;u rata ami
the aoat pricen mioh ivolude this new nwng@ rn.ta of profit are,

t‘hemaalwn ‘prieep of pmduaticrn whioh doviate frnm nluﬁu. 2) The

tﬂﬂge rn.ta of prufit iz lowered ‘b:f the fact that prices of pro&nu-.

tion, unliku wmlnen, {vn_rhiuh are coneidered on the proﬂainml u-

- sumption that ail oapital ta iniuatriu.l unpitnl} are consldered

with reference to 211 forma of capltal, and mat unuﬂun'b for thu

di'rlsign of tokal aurplm: veluw- intu itﬁuntml profits, uumruinl '

pmﬂt:, ﬂmnai.nl profit:, inberut nnd ground rant. In tha pﬂ-

llnipary soalysle of the awrn.;a ﬂta of prnrit, this rate appears

"o bs an mverage of the total m!uutri-.lli yro&uwd surplus ﬂha.

But t;his totel munt o sha.reri 'lrith form of asplisl which thonselves

" d-n not produce sarplas ulua.

Thn divieion ﬂf s given magaituds of surplup valus izbe
different forms of profit iu computitivaly determined. In egqui~

1ibelum, the finsncial, oommercisi, and Indwstriel profits tend to

squality mt the awerage rate of profit. The nposy rete of ln~ -
. _ 45 o
{erest, howsver, hes po "asntural” level. Tts average is doter~

ninad by the average rate of profit, from yhich it 14 a deduotion,

ind whieh forms 1tz mweximum Ilmib. The uarket rate of intérest

. 440 C‘Eit-ll. III, aﬂ?.
~ 4b. Like moet Mouumista, H.:u upen the sxpression "rate of 1n-

toraat™ to signiff & struoturw of rates whi.nh ganarally move to-
mhﬂr. Ihid-. III, 429' y




. {whiah f].untuutes in the. buaimas uyuln inverngly' to the average

rats of industrial gmﬁt} 18 aimpl*j detumined by tha dmnﬂ aud
supply of mnne;r caplial, Groung rent, like ﬂommarninl .prufitl '

and interest, is u. deduction fran the n'l;arng'u rate of profit. The
avernge uf rete of profit :la lwered in this case Just beumsa !.t .

- does not appljl' to a.grmultu_ra_. The monopoly im land marship
maker 1t ‘Eosuihln fr;ar agricultursl eommodities Lo be wold at thalr
velues {a% the margind, rnthe'r then ot thﬁir prices of productlon,
mhich pr.‘“».uu mlﬂ be Towsr than wmhma bauunu the prgsnic composi-
sion of nnpital in ngriculturu is Eencmlly lowsr than the gﬁuga.iir'

Hmm: epeaks u::f the sveinge mt:a of profit ss the Peom- |
pelling powar™ nf _ol.pitnlis_t prodnntian. Deviations frun the
avemgo rote of profit, "aside froe unenuntia!, aouidentnl, lmi
mutuslly umpm:&ting diutimtinna, « v » oonld net exist withnut
xboldehing the entire syatem of sapitalist production.” o thte

_avarage is, of acuree, 2 "ideal average which énns Dok Teally

50 | A
axist," yet thers 15 alweys s tendeney toward it.
bl ) ..

8
The equilibriva scndition of this second etegs of H1ans-

formation, Pron vslued to prices ef preduction, ebvlouvsly sonflicte

48, Ibid., III, 421~B.

47. Ivid., 115, 858="1.

56. Ibtd,, IIL ;ﬁa;

s. Ibtd., 111, 161. B

60. Tbid., ITI, 204.. - .
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with the first. Thaara&:icnllﬁr. the cuntra.diation mm be solved
acd the two l:ondi‘bicm. J.) value eqiale price, and 2} the ustahlinhu
wert of thn anmgu rete of proﬂt. - m,da numpa'aihlh = ' '

"1 Equalin.tion of the {Organle Compositien of anita.]'.. The

firut nethod of allmim.tiug thia nont-radictiun la to paoglme A tend.ﬂm;r

ta equnlizution of 'bl:.a :-rgnmia compositien of &iffurant nsapitals,

ss that awragu profit anud indi*ridunl pruﬁt tend to Mincidu.

a) An sysrywhere oquel nrgl.niq Eﬂﬂpn!itinn of uu.pitai :
®=ay be po:‘imll.tud thuorﬂtinnll}' RE & upuoi.ul ensa. '
| b} 1'; n:.r be poat-.:lttud ar sn hintoriunl tandnm.
insofer as, ‘with 1mreuin5 pruduatiﬁt-y the umpuaitien ur mOTY
backward industries tends to rise faeter than thet of the more,ad-

. wEnond indunbriu- In thie nmnuotiun. Varx maa an hiatcriml
Cendensy towsrd aqualiu.tian of the aiffurﬂmm 1n prnduu‘hiﬂt;r -0
Hwean agrinﬂlturu wod inﬂﬁstry.ﬁz

c} It sy ha pastuhted an a lngionl raault of ttnh—.

mlagiunl nhan,g;s, through whjnh the vilus uuﬁrpﬂsiﬁon riua laan -

v

- rapidly then the techmisal uampnsitiun of oapitals & rigtery tech=

nieal gompooaikion of . otpitll cheapons all the elevents of unpitn'.‘...

But, sipoce the slomenta of consbtent anpit-_.l are chagpened m_m

: - tha :
1. Tuls sontradicticn 1s the basis of mbatvoRy erttlcism of thy -
labor theory of value na devslopsd by Yarx. The argument first
appssrs in Bohm Bawerk, who pluply states that, "The thsory eof the

-aveTage rate of profit and of ths priesy of production aacnot e
reonnciled with the theory of walue” {Eugen v. Bohm Etmrk. Kerl
Marx spd Lhe Gless of his Syetem, London, 1888, Gads :

62, Theorisn ubsr den Mehrwert, Il {1), 2680.
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highﬂr teochulonl 1uw1 ‘bhm auhuintam:e gr}ﬂds},

, t'-ha tuahniual conpo

awer {msnﬁx of production toing produced on &

rnpidly than la‘l:ror P

the differéﬁn'g in

aitiun of sapital of diffurant induatriea are

exprcsssd in increasingly smaller diffamnean in -I.:ha velus composle

n may co~exist

An Mur: poinke’ nut equnl w.lua campuaitiu
£

tian-
with un.uquﬂ tauhniaa.l uom;;oiitiun and ﬂua THI'BA . In gamrnl,

the value cmr@oﬁitian tends to s uquulir.ad orer tims more quickly

than the teohnical oﬂmpouitiou_-
1f the sguelization of the orgaule composltion im an

nigborioal or logioal tendsney, the contradiotion betweon the two

equllibriun umﬂitiunﬂ, th-.t 1) prises uqus.'tl values, and 2) the

average rate of profit prc-mill. touds to d'l.anppoar-

24 The Tmmfumtiou of Yaluos inte Prices of Froduction.

‘The saoond msthod of astablighing oonstistency between the two oguls

1ibrivwm nauﬂitiunn ip tha now tamcus methed of value~price tra.nu-

formetion. Ehn theory bahind tha tmmfcmtion wtarts frow the

aasuvuption thet the labor theory of wklue failn urless aquilibriwn '

Bnndl‘t-iona are uade anmiatmt. Thiu MARDS that aach Ericu magt

squa) weliua, rether than, ag Marx lasvee 11'., tlmt total prioe.

squals tobal "mluh Tha nrgmnt ig that, in prooeeding from
valuen o prieu. i_t. h -ales mwunrg to trunsfnm the values of

countu.nt sapltnl and nriahh ua,pitnl 1::rbo priuas, just As Ha.rx

transforns the gurplus u]nc_ inte profit. mm himulf noi‘.n -’r.hut

the 1'.Lumntn of wpst price [vonmtaxb anﬂ. -uril.bla uapiti.l] uutua’lly

K13

deviets from thelr valuess This ke’ dtmelsses with Lhe o‘bumtinn

EE. lEi‘Lll, III. 8O0+

54. Ihid., III, 194, 342‘ Mapx mRicaa thiw pnin’c ‘mgain when he HAYE,
__fIt 1E clear that ihe tﬂnufumtion of values into priﬂu ef
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ths.t the total oost; prio&u tlual ths total mluﬂ. so that tho aal~
5a
uulation ia ¢nrraut in the erggregate. Thuu. in the tramfurm-'

tion nf veluea in‘i‘.o prc&uution pripeas, Har:: ﬂxpliﬂitlj‘ tmnsfomn
enly the 3 phr’c of the total aapita.]_.-_ He implian that the O end
V pacta are gimilarly trmeformed fmm_nlma inte prices but he
dnan not umplm ‘the transformations

larz leaves thﬂ question with the aunuluniuua that tutal
priou aqul: tatal ¥alue, betal profit oguals t—::rt.nl suTplus Telue,

'\

and total vost prloe equals total C plus V. fhese sonolusions

follow only under two sonditicmst 1) that the orgenie somposition

. of the money oomdi‘c-y 1s oqual to %ho aversge ocmpositlon of

ﬂl.pi‘hlh and 'I:horefom that the prioe of the mumeraire {thn nma-.
modities 11: will buy) equals its valusj 2] thﬂ priee tranzformation
anhera is o twuwdnpl.rtmant ugdsl. Thase seudibions will bsaomamors
ulﬂnrer‘ ag ws 'pmnmlad. . .

Hers we ahall aanatdlr thres diffsr&::d: nttempts -I:a
“3‘“ th_q~pmh1uﬁ of nlw-priu travsformetions They are a:‘milur
inzafay wg esch 1n 'ﬁa_ud oz & 'thre.av-d.upn'rtmnt' .nﬂhtﬁt of simplg re-
prpdu&tiqm which diﬂﬂa.a gocial pr&dunﬁﬁn into 1) masus of produc-
tit;';n; 2) ﬁhrl' eonaunptlon _gqrﬁdu. snd 8) sapitaliste’ luxury
goodss - Eech eystem uaumem 1} annual turnover of capital, 2}

an.egual mats of aurplun 'valua, l.ml E} af unequal orgunie compositien '

pruduntinn works doubly. « «M.ln trnnlfoming tie uurplun walus inbe

profit and the conetent and varisble eapitels inte oot prices 4if-
ferlog from valuse. {Theorien uber &un Vahrwert, 111, 200-1. ] '

58, Cepltal, 1II, 188.
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of uapi%al RBOTY tﬁa-tﬁrté'd&p&rﬁmhnﬁsi._ iha-ﬁiffu;ent_mpﬁho#ﬁ of "
transformation yield diffarent.fusﬁlﬁs; fﬂiﬁh:iﬁ'ﬁﬁ a;aéﬂaofraspuﬁﬂ
exactly to the rosults uqu;tad by Marx. . “
Th;:firat nttampﬁ at.value-ﬁriua trazneformetion 1s thnt.
bf.Tugﬁannrnpnwnk;-Es Vsing labor time es numaraifé, Tugan #rgﬁl-
forms the ﬁrina gchema loto o corrasponding yalua achems ~w & Pro-

obdure whlch reverses the logis of the problem. Tugen holds that

the faot thet the rate of profit and the relations among the sggre- -

gabes of constant c?ﬁiﬁul, veriable oapiial,. sed surplus velue in the

valus sohema differ from those of the prioe schema invalidsise the
BT : : : o

The baslo work in ths problem of wlue-price trasaforma-
. B -1 .
tion la thet of Bortkiewioz. His mode) transforss wwlues into

piloss, The unknowns of the probiem ars the rabe of profit end

58+ Michasl Tuyan~Barsmowsky, Theoretlsche Srundlagen dek Maurxisuus.

.ET‘ Toid., 174,  Togan &lso usas thess &iucrapunnlan, Lmong athar"

things, in his sttoupt Yo lavelidate the law of the falliog veundeney

" of the rate of profit. Thim will be taken up in sncther oonso-

tion.

pe. Ladlaiews von Bortkiewlos, “Zur Beriehtigung des Grundlagenden

Thooretischen Konstruction wom ¥arx im dritten Band des TEaplinl®, M
Jehrouchar fir Nationlfioncmie und Statietlk, Bd. XXXIV, Heft 3
716077, 316-Y6. Bortkiawioz examines the litersture om the so-
"snlled sontradistion beiween Volumes I and III of Cepitel, end the
protless of price tremsformetlon at eome lengih lu The Zirst two
parte of kip article, "Fortreshuang und Preigrochenng 1z Mrrxeehen
Syctem, ™ Archiv fiir Sexisiwiesansohalt und Sogielpolitik, Bd.
XXII1, Eeft 1 (180G), 1=803 Bd. XKV, Heft 1 {107}, 10-Elj Bd,
DXVI1I, Heft # (1607), $46-488. For s souvenlent susmary of the
Bortkiewier mrtinle, ze¢ Chepter T, "he Tranafortetion of Velues
1nto Prices? in Paul M. Sweeiy's Thaory of Capitelist Developmert
{New York, 1942}, 109-13C,. o .
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tha cﬁefﬂuienﬁs X ¥s aid & which tranaform E:, T, a.nd 5 frem

_ nluu to pricas, end T, thﬂ rn‘ce of prufit. The mlmarru.irn. '

geld, :l.a dariraﬂ oy autting tha oaaffiuien’c- of trmnfumtinn :

for toe 1u3cur]r goods dﬂpnrtmaub {in which gold is. produaad} ee

eiqual to one.

By the Bortkiawies mthnd, trmufomaﬂm of- ﬂlueu 1nt.o
prices, ouly yartially garriad ouwt Wy Hnrx, ie unm;:htod. Emfel‘-.'
the ru_ulta are tot thoss Marx sxpsobe. Tobtal price dcas not
wqual total waluej in thia suhém it exoeeds totel mlue, The
reeeon ia the furely. formal cns that ti:m 01'.‘.5!.1‘11'0 compositlon .of
Departwent III {the luxury gn.:od.u dopartment ) lm..d hepas of gold,
the wnit of acecunt 1y below tﬁu .l-"l_’erlgi- Toﬁl price wonld
oqual toted %ulue if the orgaulo eomposition in th§ gold industry
were eguel to the avoraze. ' |

An alternative metbod of price trumsformetlon is tha’a of
Hostkowake., o Here labor time remalins €he mumeralre in the priot
sz wall ap the velue l#hamu. This method of u;1$hi;t1an avolds
the diffi.nulty with the orr_;aniu nnmpoaition of guld, bat it oon=

fliaota with the f‘undmanbnl logie of the problem, which 1a one of

_ tnmfomtinn iutu money Eriuau. Tha unk:mar'lnu ia thin mathod

ard -bh. sobual da-rintinns uf prises from welues. In ‘l‘.hii lnhm,
nhien tuvts.l price aq_unia tntnl wlus, total profit is unequal te
tntll mrplua valua sand vize nra:.ﬁu T.ﬁﬁ:l rusult, as.with
Bm'tkiawiu mthu:i, follows nn‘i}' from tha faot that the wodel

is one of thrnu dapnrtmant:. in nﬁiah 4the total priuq diﬂ‘aru

£9. Natalie Hbl!ko:“h, Dnn l!!::rinchcn Bystem {Berl-in. 1929-). E-22.

60. Ibid., 19



rrum the tutal wluo in Dapnrtmaut 11T {or tutnl Prﬂfit 1s unequal

%o tha tntnl surplua ﬁlua}- It- doau mot fnllow in the tm-dt-

pa?tment mndal Hhrz UBBEs Hnwawur, tha faut thut tho rﬂﬂulta umaﬁ
to &uganﬂ oRr the uunber qf dapartmnnta ﬁnad not upset the wholq
Ma.mi:n syntamﬁl Thﬂ anommimllg unmrra.ntad diﬁsiun of Bapart-w

nt. 11, Hnrx'a ccuaumptinn goods dﬂpur‘tman‘h. inte twe dapnrtmnhn
of unnqunl orghnic r.:umpnsition, which upara.tal;.r produou aonsuRp-
tion gond's_fur jmrkuru end luzuries for capitaliets, and the asspmp=
tion that thn orgnﬁi.a ompn.s..‘.'hinn in the luxury gnods duparﬁmn‘b-. |
deviates from the gpnarnl avernge, Test on arblirary. auppnsitianl.
The logic of Har: B Iundamantal nrgumant thnt totel prioe aqualu
tobal velue 1s 2till 1&11d.

0f the three methods of transformation, the mathed of

'Bortkiawiu in the mut ugaful ‘bunum, uniiko that of Tugun-_-_
Bart.’.lmk:r. i pmouudn from 'rllues o priuas. snd unllke bﬁth -
that of Tugan=-Berenowsky and Mosrkowski, 1t useo Honsy, rathar
th-n.lahordtima s nnmerliru. While the resulia of thia mathad

ntraﬂiut thn Hhr:ian.nonnlusignu that total prioe equlls total
vaine, and tobal profit agusle total surplus yalus, becausme of the
formel construction of the snhawn, the traﬁ:formntion of valuus in-
ta pricss of productica rumninu & raluabla thanrotinnl supplamant
to ¥arx's system. However, the tunhnieal dnmonutratiun of thm

uumpntihilitr of thn aquilibrium cnnﬂitionn of the rnluﬁ Form and

the price of pro&uctian rurn.muat nnt uunnaal the oaauntial rant

1, If Depertment 1L ia subdivided, D-partmn't I, produsing meent
of predustlon, logiunlly should be auhnitided aimilarly.

e e el e empany T amees e TR
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thné, tlhhéugh 1ogiua113 tha priuu schems oan be reduced to the

iulun schoma, . sinae prices are dariwud frdm 1n1uea. +the valus farm
is only & thnoretiunl firat lpproximﬁtinn, a puraly logiqal aqui-
1ibrium agatem, whioh never prﬂvnils in raality. T4 is 1ngintlly'
anﬂ historically prinr to the pricn of prnduotion fnrm.62 Eut the -
eggential inatability of the wvalus equillbrium, thﬂ fact thet

nnpitaiiat Prﬂﬂuutiﬂn naeaasarily areates both unaqpnl ccmpnai—

' tinnn of capital and equal rateu of profit, eroates peraiutenh

priom detiationl.

C. Maricat Value Equilibriuu

In the :uuuusaiva apprnximation of rﬂality. ths priee of
production ia suouaad&d hy A& Price form knomn ae market 1:1u.._ The

warket value 1;_tha'nar;innl price of preduction, to whish unmpéfitidn

'radunap elil indifidqtl“gripau of production within the 1ﬁdustry. From

_the confusing peesapes in the -third valume of Capitsl, we judge thet

Yarx rdgnrﬂl the market wslue ss & kind of yuightad averzge of the _:
pricaa of produsticn, an average duturminud bty distribution of firn:
acoording to what he oalls Feonditlona uf groduatiun. . Thnaa pondl- -
tiocne of produutiun ipvwlve differunnua in aost-priceu and in prodwo-

tivity. In squilibrium marked waive uqunlu prioce of pruductiun, sinoe

- all prisse of prnduntinn.muat :qual the marglnal,. rather thnn the'

nfurnge, priec of praduntion- Marx slips ou thie point although he

ja amre of tho diffarwnun batween sTirage and werginel prica deters
minstion. The reazon for this error is prnhably hia fuiluro to desl with

cGepand apd -ﬁpply as schedulea, rather than we abdsclute guantitisns

62+ Capital, ITI, 208.

8%, Tbid., I1T, 210-21%.
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D Market Price Aquilibrium

The m!katZTaiﬁu'bnhu given is the pnrﬁ'nruund which Tlue-
the - e

tnates/market prics. The 8 ricet prics 1s the actusl price at which

commeditlen soll, thn'aonnfatu rosult of the interactlon of supply
_ &4 : - : .
and demend. In equilibrium, price daviations from market walues

;fa aliminated, g0 that market price equals uarket valuss

The transfomation of the original waluss into warket
: &8

prises 1y thus o sucocassive franafurmntian of four stagas. Thg

.l LY ] I’} '-‘i‘l

85+ Our four-stage transformatlion ia an stiswpted resonstructiom,
rathar than-u suwmary, of Marx's argument, Marx himsolf leavas the

“argumeat in ez unfinished state. Most ooufusing 1s his trestmeut

of market valies o one paesage, market value appears Lo be an
evorege of Talues, rether than of prices of profustionm. = Hers -
market valus 1s defined "on the ons hand, as the averags value of
the commodities produced in & certain sphera, and on the other side,
w8 the lndividunl valus of sommoditiss prodused nnder the average
conditions of their respeotlive sphers of prodastlion and sonatitut-
inz the bulk of the producks of Lthet sphers.” (Ibid., I1I, 216.)
¥arx then opseks of the Fluctuatione of mashet prices arsund thiz
markst value, or sround the prices of produstlon, if the latter

tekee the pisce of the market welue.. (Ibid., III, 21%.).

To meks the enalysis more sonfusing, in one pagsage Marx
speaks of & markei-priee of production, differeing from market
valus, to which market prices are rsduved, (Ibld., IIL, 244,

Elgsowhers Marx gives the four whages of tramsformation as
we have givez it abowve. He says, "The price of productloz i
peduosd..sbo value, If one gousiders the Tobal capital in plave
o Laolstod gphareas " -

. "on the ether hand the murket pricse of sach sphers are
constantly redused to price of production by the competltion of
aspital’ ef-d1fferent sphersg. In eech sphere the compatitlom of
sepitallets sesks to roduoe the merket price of m commodity to
ite market valos. The competitlon of ¢apltailats of differet
rpheraa reduses the mrket wlue Lo the pricse of production.”
{Theorien ubsr den Mehrwart, III, 578.) . .

Although price of produstion, market walus, and market prise
are all equal in equilibrium, -me that market prices can be eald %o

" flugtuate around the price of production, e Four stage mnalysis

which inoludes warket value 1 wmors useful, For warket veiue
difters from price of produetion, not only Dscause cost prioes
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extent of the &tﬁatlun of mrkat priua from la.bor ﬂ.luu AL ha
rlava& as o measure of ‘the &iuag_uili’e:rrium uf the uys'bum. Yat

deapite lerge dﬂ‘rﬂ.a‘hions, the s}ru"cem ia mintain.a& thmugh tha

lew of nlue. Gnmpatitiun sreatos thaze duvia.tiom and :riuldn

raaults whiah aAppear t.ﬂ oonbrad.iut tha 1aw of velue. “Evorything

66
RyUDEATH upsic‘tu down in nompati’cion." Tet from mrkat prinu back

to yalues, umh thacrotionl atape oan be redused, 1n aquﬂi-bri-.m,

to 1%s praca:ﬁ.ng stage.
Thia mt‘-hnd of umlyniu ia vory dlffereat from nrtho&ux

statla equilibrium thanrr whi::h visws the syatom in terms u!‘ ons -

'set of guantitatiwe r‘lniu.tiunu fron the t-hunratiaal rord. Jo the

Marxien system, uonuruta reallty L» explalned in tam of the
theoretiosl norn by & sorles of gquantitative, and, ultimtaly,_of
qualitative changess Most charackoristic is tho fact thnt_oﬁuir'
librium ia 'mt.a theoretically dedvoed state of rest to whioch the
mystom tende to raturn, but a state ﬁhish unmpa'iiit_iun ﬁaﬂta.ﬂr :
tends to upset, snd to replace by a new rorm_' of eguilibrium. Aa
L .shlll pan i-..tar, in the utmgg‘i;a Mmen the sguilibrating «nd
dimequilibrating t'_e:.@.unuii u..wi‘bhin ﬂm .u'apitu.liat_ I‘jflltﬂm; the ten-

denoy to dissguilibration ia ulti.mtply dominants -

YALY among firms in the same irdurtry, but hnau:u. evan with the
sies cost prieer, depending su the size and sffliciency of different
firmg, there are 41ffersnces 1ln the uge valuss produced by Lhe

game oapitals. Thus sivue the market price of essh ipdividual
sowmodity lx not lmmadlately redused te ite price of production,
the wore produstive firme resp short-run extre galns. The ad-
vantage in imoluding the market wvalug form is that it showa thet
wlthin a piven tudustry, demlits equality of the compenition .I'
nwpitnla, the level of produstivlty may be umqutl.

66. Ibid., I1I, Z4d.
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