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Preface

Protest is occurring again. In 2011 the “Arab Spring” rocked the Arab
world and overthrew a number of rulers, who which seemed to be invin-
cible, at least by to their people. In summer people in several countries of
Western Europe were inspired by the actions of the Arab Spring. They
conquered public places to protest against the policies of their govern-
ments. And in fall 2011 “Occupy Wall Street” started in New York, lead-
ing to “Occupy” movements in many other countries. With the bank-
ing crisis 0f2008 more people than ever during the last decade question
capitalism: is it really the system that provides freedom and wealth for
the majority as it is promised by its supporters? Or is it the system that
brings wealth only to the 1 percent and economic pressure and misery
in at different levels to the 99 percent? Even beyond traditionally left
circles, discussions about the destructive consequences of “”’capitalism
are taking place.

That this is not a matter of course is proven by a quick glance into the
past. At the beginning of the 1990s, after the collapse of the Soviet Union,
it seemed as though capitalism had ultimately and globally triumphed as
an economic and social model to which there was no alternative. Although
there had always been many on the left who did not see a desirable alterna-
tive to capitalism in Soviet “really existing socialism,” such distinctions no
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longer seemed important. To most people, a society beyond the capitalist
market economy appeared only as an entirely unrealistic utopia. Instead of
protest, accommodation and resignation reigned.

Butitwas also—and in particular—the 1990s that showed that capital-
ism, even after its apparent “final victory,” continued to go hand in hand
with processes of crisis and immiseration; and Kosovo, Afghanistan, and
the first war in Iragq showed that wars in which the developed capitalist
countries were not only indirecdy, but indeed very direcdy involved, were
by no means a thing of the past. All this was taken up in different forms by
the new “counter-globalization” movement and other social movements
and made the point of departure for critique. Initially, these critiques
were focused on single issues and posed limited demands that remained
within the framework of the system. Furthermore, the critiques often
rested upon a simple black-and-white moralism. However, throughout
the course of these conflicts, fundamental questions kept being asked:
about contemporary capitalism’s mode of operation; about the connec-
tion between capitalism, the state, and war; and also about what kinds of
changes are actually possible within capitalism.

Leftist theory became important again. Every transformative practice
assumes a particular understanding of that which exists. If, for example,
we demand the introduction of a Tobin tax (that is, the taxation of cur-
rency transactions) as a crucial means for the “taming” of a capitalism
“unleashed,” then this implies a certain theorization of the importance of
financial markets, about tamed or untamed capitalism—whether or not
these assumptions are made explicit. How contemporary capitalism func-
tions is not an abstract, academic question. The answer to this question
has an immediate practical relevance for every anticapitalist movement.

It is thus not surprising that since the end of the 1990s grand theo-
retical narratives have been en vogue again, such as Empire, by Antonio
Negri and Michael Hardt, Manuel Castells’s The Information Age, or the
recently published Debt: The First 5,000 Tears by David Graeber. Such
books, although very different politically and in terms of content, em-
ploy Marx’s categories to a greater or lesser extent: pardy they are used
to analyze contemporary developments; partly they are criticized as ob-
solete. It is obvious that today one cannot avoid Marx’s Capital if one
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wants to fundamentally understand capitalism. However, common not
only to these three books but also to a lot of other publications is their
somewhat superficial treatment of Marx’s categories: they often appear
only as empty phrases. An engagement with the original is necessary, not
only to criticize such superficiality, but above all because Capital, writ-
ten more than ahundred years ago, gives a more comprehensive analysis
of capitalism and is in many ways more contemporary than many of the
pompously packaged works written in the present.

If we begin to read Capital, we encounter certain difficulties.
Particularly at the beginning, the text is not always very easy to under-
stand. The three books” mere girth is also likely to act as a deterrent.
Under no circumstances, however, should one be satisfied with reading
only the first volume. Since Marx represents his object of inquiry on dif-
ferent levels of abstraction that mutually imply and complement each
other, the theory ofvalue and surplus value dealt with in the first volume
can only be fully understood at the end of the third volume. What one
believes to be understood after reading only the first volume is not only
incomplete, but in fact distorted.

It is also somewhat tricky to understand the claim expressed in the
subtitle of Capital and which Marx also used to characterize his entire
scientific project: Critique ofPolitical Economy. In the nineteenth century,
political economy broadly referred to that which we today call economics.
By using the term “critique of political economy,” Marx suggests that he is
not interested only in a new presentation of political economy, but rather
in a fundamental critique of all established economic science. Marx wants
a“scientific revolution,” albeit with apolitical, social revolutionary interest
in mind. In spite of all these difficulties, one should read Capital. The fol-
lowing Introduction cannot replace reading the original; it is only meant to
offer an initial orientation. (A detailed commentary on the first two chap-
ters of Capital amended by commentaries on other Marxian texts dealing
with value theory can be found in Heinrich (2009). A continuation of this
commentary (covering chapters 3-7) will appear in 2013.)

In this, readers should be aware that they are bringing to this text cer-
tain assumptions about the nature of capital, crisis, and also ofthe purpose
of Marxian theory. These assumptions, which have been formed automat-
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ically by schools and media, through conversations and conflicts, have to
be critically interrogated. The point is not only to engage with something
new, but also to investigate that which seems familiar and obvious.

This interrogation should begin with the first chapter. There we
develop, on the one hand, a preliminary definition of capitalism that is
different from many everyday understandings of the term. On the other
hand, we discuss the role of Marxism in the workers’ movement. The
point is to show that there is in fact no such thing as “Marxism.” There
has always been disagreement as to what the core of Marx’s theory really
is—not only between “Marxists” and “critics of Marx,” but also among
“the Marxists” themselves. After the second preparatory chapter (chap-
ter 2), which is dedicated to a preliminary characterization of the subject
matter of Capital, the proceeding chapters roughly follow the structure
of the argument in the three volumes of Capital: chapters 3 to 5 treat
the content of the first volume, chapter 6 the content of the second, and
chapters 7 to 10 the content of the third volume.

Marx planned but never managed to carry out an analysis of the state
that would proceed as systematically as his analysis of the economy. In
Capital, we find only a few scattered remarks on the state. However, a
critique of capital without a critique of the state is not only incomplete,
it actually invites misunderstandings. Chapter 11 will therefore briefly
develop some points for a critique of the state. The concluding chapter
12 contains a short discussion of what socialism and communism mean
for Marx and what they do not.

Particularly over the last few decades, many of the reductionisms of
traditional “worldview” Marxism (Weltanschauungsmarxismus) (on this
term see chapter 1.3) have been subject to critique. This critique has read
Marx not only, as the traditional perspective did, as the better economist,
but primarily as acritic ofa social structure that is mediated by value and
thus “fetishized.” This “new reading” of Marx’s work on the critique of
political economy forms the basis of the present Introduction. My pre-
sentation thus builds on a particular interpretation of Marx’s theory,
while others are dismissed. However, to remain within the scope of this
Introduction, I had to largely refrain from engaging with other interpreta-
tions. | explain my understanding of the critique of political economy in
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more detail in Heinrich (1999). A discussion ofthe relevant literature can
be found in Heinrich (1999a).

Chapter 3 engages with Marx’s theory of value. | suggest that this
chapter be read particularly closely, including by those who already be-
lieve they understand the theory and only want to inform themselves
about topics that build upon it such as credit and crisis. This chapter is
not only the basis for everything that follows; the above-mentioned “new
reading” of Marx’s work is also particularly apparent here.

In completing the [German] text of this Introduction, | have received
much support. For the sometimes multiple critical readings ofindividual
parts of the manuscript, for intensive discussions and important sugges-
tions, my particular gratitude goes out to Marcus Broskamp, Alex Gallas,
Jan Hoff, Martin Krzywdzinski, Ines Langemeyer, Henrik Lebuhn, Kolja
Lindner, Urs Lindner, Arno Netzbandt, Bodo Niendl, Sabine Nuss,
Alexis Petrioli, Thomas Sablowski, Dorothea Schmidt, Anne Steckner,
and Ingo Stiitzle.

For the English translation | must give large thanks to Alex Locascio,
who did his work with enormous enthusiasm and engagement. Also |
have to thankJim Kincaid and Chris Wright for reading and commenting
on a first draft of the translation and John Clegg for his support. Special
thanks to Michael Yates of Monthly Review Press who read and correct-
ed very carefully the whole manuscript very carefully.

TRANSLATOR’S NOTE

English citations of Capital have been taken from the Penguin Classics
edition of Capital, volume 1, translated by Ben Fowkes (1990), and vol-
umes 2 and 3, translated by David Fernbach (1992 and 1991, respec-
tively). Other English language citations have been taken from Marx-
Engeb Collected Works (MECW), the most complete edition in English.
In some quotations the English translations had to be corrected, but
this is always indicated. Some quotes are taken from Marx Engels
Gesamtausgabe (MEGA), the complete edition of all works of Marx and
Engels. These are translated by Alex Locascio.






1. Capitalism and Marxism

1.1 What s Capitalism?

Contemporary societies are traversed by a variety of relations of dom-
ination and oppression that are expressed in various forms. We find
asymmetrical gender relations, racist discrimination, enormous differ-
ences of property ownership with corresponding differences in social
influence, anti-Semitic stereotypes, and discrimination against certain
types of sexual orientation. There has been much debate concerning
the connection between these relations of domination, and particularly
concerning the question as to whether one of them is more fundamen-
tal than the others. If relations of domination and exploitation rooted
in the economy are placed in the foreground in the following account,
then it is not because they are the only relevant relations of domination.
However, one cannot simultaneously address all such relations of dom-
ination. Marx’s critique of political economy is primarily concerned
with the economic structures of capitalist society, and for that reason
they are placed at the center of the present work. But one should not
succumb to the illusion that with an analysis of the fundamentals of the
capitalist mode ofproduction that everything decisive has already been
said about capitalist societies.
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The question of whether we live in a “class society” seems to be a
matter of controversy, especially in Germany. The mere use of the term
“class” is frowned upon. Whereas England’s arch-reactionary former
prime minister Margaret Thatcher had no problem referring to the
“working class,” even Social Democrats in Germany have problems ut-
tering the word. Over here, there are only “Arbeitnehmer,” or employees,
“Untemehmer,” or entrepreneurs, ‘Beamte”or civil servants, and above
all else the “Mittelschicht”—literally: “middle level,” avoiding any use of
the term class—or “middle class.” At the same time, talk ofclasses is in no
way in and of itself particularly critical. That’s not only the case for con-
ceptions of “social justice” that aspire to an equilibrium between classes,
but also for some allegedly “leftist” conceptions of bourgeois politics as a
sort of conspiracy of the “ruling class” against the rest of society.

The existence of a ruling class, opposed to a “ruled” and “exploited”
class, might be a surprise for a conservative social studies teacher who
only knows “citizens,” but this fact alone doesn’t say very much. All soci-
eties that are known to us are “class societies.” “Exploitation” only means
in the first instance that the dominated class not only produces its own
subsistence, but also that of the ruling class. These classes have mani-
fested themselves in different ways throughout history: slaves existed op-
posite slave owners in ancient Greece, serfs existed opposite landlords in
the Middle Ages, and in capitalism the bourgeoisie, the propertied class,
exists opposite the proletariat, wage-dependent laborers. What is de-
cisive is how class domination and exploitation function in a particular
society. And in this, capitalism distinguishes itself fundamentally from
precapitalist societies in two respects:

1. In precapitalist societies, exploitation rested upon a relationship of
personal domination and dependency: the slave was the property of
his owner; the serfwas bound to his respective lord. The lord had
direct authority over his servant. On the basis of this authority, the
“lord” appropriated a portion of the product that the “servant” pro-
duced. Under capitalist relations, wage laborers enter into a contract
with a capitalist. Wage laborers areformallyfree (there is no external
force that compels them to sign a contract, and contracts, once signed,
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can be annulled later) and areformally equal to capitalists (there are
actual advantages to the ownership of a large estate, but there are no
“inherited” legal privileges such as exist in a society characterized
by the existence of a nobility). A personal relationship of force does
not exist—at least not as a rule in the developed capitalist societies.
Therefore, for many theorists of society, bourgeois society, with its free
and equal citizens, appears to be the opposite of the feudal society
of the Middle Ages with its caste privileges and personal relations of
dependency. And many economists contest the notion that something
like exploitation even exists in capitalism and, at least in Germany
prefer to speak of a “market economy.” Thus it is alleged that vari-
ous “factors of production” (labor, capital, and land) act together and
receive a corresponding share of income (wage, profit, and ground
rent). The question ofhow domination and exploitation in capitalism
are realized precisely by means of the formal freedom and equality
between “partners in exchange” will be discussed later on

2. In precapitalist societies, the exploitation of the dominated class
served primarily the consumption of the ruling class: its members led
a luxurious life, used appropriated wealth for their own edification or
for that of the public (theater performances in ancient Greece, games
in ancient Rome) or to wage war. Production directly served thefulfill-
ment ofwants: the fulfillment of the (forcibly) restricted needs of the
dominated class and the extensive luxury and war needs of the ruling
class. Only in exceptional cases was the wealth expropriated by the
ruling class used to enlarge the basis ofexploitation, such aswhen con-
sumption was set aside to purchase more slaves, to produce a greater
amount of wealth. But under capitalist relations, production for the
sake of increasing the capacity to produce is typically the case. The
gains of a capitalist enterprise do not serve in the first instance to make
a comfortable life for the capitalist possible, but are rather invested
anew, in order to generate more gains in the future. Not the satisfac-
tion of wants, but the valorization ofcapital is the immediate goal of
production; the fulfillment ofwants and therefore acomfortable life for
the capitalist is merely a by product of this process, but not its goal. If
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the gains are large enough, then a small portion is sufficient to finance
the luxurious existence of the capitalist, and the greater portion can be
used for the accumulation (enlargement) of capital.

The fact that earnings do not primarily serve the consumption of the
capitalist, but rather the continuous valorization of capital, that is, the
restless movement of more-and-more accumulation, might sound ab-
surd. But the issue at hand is not an individual act of insanity. Individual
capitalists areforced into this movement of restless profiteering (constant
accumulation, expansion of production, the introduction of new tech-
nology, etc.) by competition with other capitalists: if accumulation is not
carried on, if the apparatus of production is not constantly modernized,
then one’s own enterprise is faced with the threat of being steamrolled
by competitors who produce more cheaply or who manufacture better
products. A capitalistwho attempts to withdraw from this process ofcon-
stant accumulation and innovation is threatened with bankruptcy. He is
therefore forced to participate, whether or not he wants to. In capitalism,
“excessive profit-seeking” is not amoral failure on the part ofindividuals,
but rather a necessity for surviving as a capitalist. As will be shown more
clearly in the following chapters, capitalism rests upon a systemic rela-
tionship of domination that produces constraints to which both workers
and capitalists are subordinated. For that reason, a critique that takes aim
at the “excessive profit-seeking” of individual capitalists but not at the
capitalist system as awhole is too narrow.

By capital we understand (provisionally; we’ll get more precise later)
a particular sum of value, the goal of which is to be “valorized,” which is
to say, generate a surplus. This surplus can be obtained in various ways.
In the case of interest-bearing capital, money is lent at interest. The inter-
est thus constitutes the surplus. In the case of merchant capital, products
are purchased cheaply in one place and sold dearly in another place (or at
another pointin time). The difference between the purchase price and the
sale price (minus the relevant transaction costs) constitutes the surplus. In
the case of industrial capital, the production process itselfis organized
along capitalist lines: capital is advanced for the purchase of means ofpro-
duction (machines, raw materials) and for the employment of forces of
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labor, so that a process of production comes about under the direction of
a capitalist (or his agents). The products produced are then sold. If the
revenue is higher than the costs used for means of production and wages,
then the originally advanced capital has not only reproduced itself, but
has also yielded a surplus.

Capital in the sense outlined above—primarily as interest-bearing and
merchant capital, not so much as industrial capital—has existed in prac-
tically all societies in which exchange and money existed, but it played
mainly a subordinate role, whereas production for need was dominant.
One can first speak of capitalism when trade and, above all, production is
conducted in a predominandy capitalist manner—that is, profit-oriented
rather than needs-oriented. Capitalism in this sense is primarily a mod-
ern European phenomenon.

The roots of modern capitalist development in Europe extend back
to the high Middle Ages. Initially, foreign trade was organized on a capi-
talist basis, with the medieval crusades—wars of plunder—playing an
important role in the expansion of trade. Gradually, merchants who had
initially bought preexisting products to sell in a different locale started to
take control of production: they contracted out the production of certain
products, advanced the costs for the raw materials, and dictated the price
at which they purchased the final product.

The development of European culture and European capital experi-
enced adecisive upturn in the sixteenth and seventeenth centuries. What
is often described in schoolbooks as an “Age of Discovery” was summa-
rized by Marx in the following manner:

The discovery of gold and silver in America, the extirpation, enslave-
ment and entombment in mines of the indigenous population of that
continent, the beginnings of the conquest and plunder of India, and the
conversion of Africa into apreserve for the commercial hunting of black-
skins, are all things which characterize the dawn of the era of capital-
ist production. The treasures captured outside Europe by undisguised
looting, enslavement and murder, flowed back to the mother country and
were turned into capital there. (Capital, 1:915,918)
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Within Europe, capitalist production took hold of further areas, man-
ufactories and factories emerged, and industrial capitalists employing
constandy growing labor forces inside of increasingly large production
facilities established themselves alongside the merchant capitalists. This
industrial capitalism developed initially in England in the late-eighteenth
and early-nineteenth centuries, with France, Germany, and the United
States following in the nineteenth century. In the twentieth century, there
occurred a thorough capitalization of almost the entire world, but there
were also attempts by a few countries, such as Russia and China, to ex-
tract themselves from this development by building a “socialist system”
(see chapter 12 below). With the collapse of the Soviet Union’s and
China’s orientation toward a capitalist market-economy, capitalism at the
beginning of the twenty-first century knows no boundaries, at least not of
the geographical sort. Although no part of the world is without capitalist
influence, not all parts of the world are thoroughly capitalized (as aglance
at large parts of Africa will show), but this isn’t because capital would
encounter resistance, but because the conditions of valorization are of
varying favorability, and capital always seeks out the best possibilities for
profit and leaves the less profitable ones alone for the time being.

1.2 The Emergence o fthe Workers’Movement

Not only was the development of appropriately large fortunes a pre-
condition for the development of industrial capitalism, it also involved
the “freeing” of forces of labor: people who were no longer subject to
feudal relations of dependency, who were formally free, and therefore
had the possibility for the first time to sell their labor-power, yet also
were “free” from every source of income, who possessed no land they
could cultivate in order to survive, and thus were forced to sell their
labor-power to survive.

Small peasant farmers who had been impoverished or expelled from
their land (landlords had often transformed cropland into pasture land,
since this was more profitable), as well as ruined artisans and day labor-
ers constituted the core of this “proletariat,” which was often forced
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into permanent wage labor by the deployment of the most brutal state
violence—persecution of “vagabonds” and “beggars,” the erection of
so called workhouses. The emergence of modern capitalism was not a
peaceful, but rather a deeply violent process, concerning which Marx
wrote in Capital:

If money, according to Augier, “comes into the world with a congeni-
tal blood-stain on one cheek,” capital comes dripping from head to toe,
from every pore, with blood and dirt. (Capital, 1:925-26)

At the cost of enormous human sacrifice, industrial capitalism devel-
oped in Europe (initially in England) at the beginning of the nineteenth
century. Workdays of up to fifteen or sixteen hours and labor forced upon
children of six or seven years ofage werejust as widespread as extremely
unhealthy and hazardous conditions ofwork. And for all that wages were
hardly sufficient for survival.

Resistance arose against these conditions from various quarters.
Workers sought higher wages and better working conditions. The means
used to achieve these goals varied, and ranged from petitions to strikes
to militant battles. Strikes were frequently put down violently through
the deployment of police and the military, and the first trade unions were
often persecuted as “insurrectionary” associations, their leaders often
convicted as criminals. Throughout the entire nineteenth century, bat-
tles were carried out for the recognition of trade unions and strikes as a
legitimate means of struggle.

With time, enlightened citizens and even individual capitalists criti-
cized the miserable conditions under which alarge part of the constantly
growing proletariat vegetated during the course of industrialization.

Ultimately, the state was forced to notice that the young men who were
subject at an early age to the overly long work hours of the factories were
no longer suitable for military service. Partially under pressure from the
increasingly strong working class, partially due to the insight that capital
and the state needed halfway healthy people as forces of labor and as sol-
diers, the “factory laws” were introduced in the nineteenth century, again
with England leading the way. Minimal health protections for employees



20 AN INTRODUCTION TO KARL MARX’S CAPITAL

were mandated, while the minimum age for child labor was raised and the
mavimnm daily working hours for child laborers lowered. Ultimately, the
working time for adults was limited. In most sectors, a normal workday of
twelve and later ten hours was introduced.

During the nineteenth century, the workers’ movement grew increas-
ingly strong, and there emerged trade unions, workers’ associations, and
ultimately also workers’ political parties. With the extension of suffrage,
which was initially limited to property owners (or more precisely: prop-
erty-owning males), the parliamentary fractions of these parties continued
to grow. A constant source of debate was the question concerning the goal
of the struggle of the workers’ movement: was the issue merely that of a
reformed capitalism or ofthe abolition of capitalism? Also debated was the
question of whether states and governments were opponents that should
be foughtjust as much as capital or whether they were possible coalition
partners who merely needed to be convinced of the proper perspective.

Since the first decades of the nineteenth century, there emerged an
abundance of analyses of capitalism, utopian conceptions of socialism,
reform proposals, and strategic blueprints as to how particular goals were
to be best achieved. From the middle ofthe nineteenth century onwards,
Marx and Engels won increasing influence within these debates. Toward
the end of the nineteenth century, both had already died, but “Marxism”
was dominant within the international workers’ movement. However,
even back then it was questionable as to how much this “Marxism” had
anything to do with Marx’s theory.

1.3 Marx and ‘Marxism”

Karl Marx (1818-1883) was born in Trier. He came from an educated
petit-bourgeois family; his father was a lawyer. Marx formally studied law
in Bonn and Berlin, but occupied himself above all else with the then-
dominant philosophy of Hegel (1770-1831) and the Young Hegelians, a
radical group offollowers of Hegel.

In 1842-43 Marx was the editor of the Rheinische Zeitung, which
functioned as an organ of the liberal Rhineland bourgeoisie in opposition
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to the authoritarian Prussian monarchy. In his articles, Marx criticized
Prussian policies, whereby the Hegelian conception of the “essence”
of the state, namely the realization of a “reasonable freedom” standing
above all class interests, served as the benchmark of criticism. During the
course of hisjournalistic activity, Marx came into more and more contact
with economic questions, which made the Hegelian philosophy of the
state appear increasingly dubious.

Under the influence of Ludwig Feuerbach (1804-1872), a radical
critic of Hegel, Marx attempted to take “real human beings” as his point
of departure rather than Hegelian abstractions. In doing so, he wrote
his Economic and Philosophical Manuscripts of 1844, which were never
published during his lifetime. In these texts, he developed his “theory
of alienation,” which would go on to enjoy an extraordinary reception
in the twentieth century. Marx attempted to show that under capitalist
relations the species being (Gattungswesen), the human essence of real
humans—that is to say what separates them from animals, namely that
they developed their potential and ability through labor—is “alienated™:
as wage laborers they do not possess the products of their labor, nor do
they control the labor process, both being subject to the rule of the capi-
talist. Communism, the abolition of capitalism, is therefore conceived of
by Marx as the transcendence of alienation, as the reappropriation of hu-
man species (Gattungswesen), the human essence being by real humans.

During his time with the Rheinische Zeitung, Marx got to know
Friedrich Engels (1820-1895), the son of a factory owner from Barmen
(today a part of Wuppertal). In 1842, for the purposes of completing his
training as a merchant, Engels was sent by his parents to England and
witnessed the misery of the English industrial proletariat. By the end of
1844 there existed between Marx and Engels a close personal friendship
that would endure until the end of their lives.

In 1845 theyjointly wrote the German Ideology, a work (unpublished
during their lifetimes) that was intended as a settling of accounts not only
with the “radical” Young Hegelian philosophers, but also, as Marx later
wrote, “with our former philosophical conscience” (MECW, 29:264). In
this work, as in the Theses on Feuerbach that Marx wrote shortly before the
German ldeology, Marx and Engels criticized in particular the philosophi-
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cal conception of a “human essence” and of “alienation.” The really exist-
ing social relations under which people live and work became the object
of investigation. Subsequendy, the concept of a human species-being or
essence no longer surfaces in Marx’s work, and he only rarely and vaguely
speaks ofalienation. In discussions concerning Marx, itis apoint ofconten-
tion as to whether he actually discarded the theory ofalienation or whether
he simply no longer placed it at the foreground of his work. The debate as
to whether there is a conceptual break between the writings of the “young”
and those of the “old” Marx is primarily concerned with this question.

Marx and Engels would become widely known through the
Communist Manifesto, published in 1848 shordy before the outbreak of
the revolutions of the same year, a programmatic text that was composed
under the auspices of the League of Communists, a small revolutionary
group that existed only for a short time. In the Communist Manifesto,
Marx and Engels concisely and succinctly oudined the rise of capitalism,
the increasingly fierce emerging antagonism between bourgeoisie and
proletariat, and the inevitability of a proletarian revolution. This revo-
lution would lead to a communist society, based upon the abolition of
private property over the means of production.

After the suppression of the revolution of 1848, Marx had to flee
Germany. He settled in London, which was then the capitalist center par
excellence and also the best place to study the development of capitalism.
Furthermore, Marx could draw upon the resources of the enormous li-
brary of the British Museum.

The Communist Manifesto originated more from an ingenious intuition
rather than from any far-reaching scientific knowledge (some assertions,
such as the allegation of an absolute immiseration of the workers, were
later revised by Marx). Marx had already started to deal with economic
literature in the 1840s, but he only began a comprehensive and deep sci-
entific engagement with political economy in London. This led him at the
end of the 1850s to the project of a planned multi-volume “Critique of
Political Economy,” for which a series of extensive manuscripts were de-
veloped starting in the year 1857, none ofwhich, however, were completed
or published by Marx (among these were the Introduction of 1857, the
Grundrisse of 1857-58, and the Theories ofSurplus Value of 1861-1863).
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Marx worked on this project until the end of his life, but would pub-
lish very little. As a prelude, the Contribution to the Critique ofPolitical
Economy, a small text concerning the commodity and money, was pub-
lished in 1859, butwas not continued. Instead, the first volume of Capital
came out in 1867, and in 1872 the revised second edition of the firstvol-
ume was released. Volumes 2 and 3 were brought out after Marx’s death
by Friedrich Engels, in 1885 and 1894, respectively.

Marx did not limit himselfto scientific work. In 1864, he was adecisive
participant in the founding in London ofthe International Workingmen’s
Association, and formulated its “Inaugural Address,” which contained
its programmatic ideas as well as a draft of its statutes. In the following
years, as a member of the general council of the International, he exer-
cised considerable influence over its policies. Not least through its vari-
ous national sections the International supported the founding of Social
Democratic labor parties. In the 1870s the International was dissolved,
partly due to internal conflicts, partly because a centralized organization
alongside the individual parties had become superfluous.

For the Social Democratic parties, Marx and Engels constituted a sort
of think tank: they engaged in an exchange of letters with various party
leaders and wrote articles for the Social Democratic press. They were
asked to state their positions concerning the most varied political and
scientific questions. Their influence was the greatest within the German
Social Democratic Party (SPD), founded in 1869, which developed at a
particularly rapid pace and soon served as a model for the other parties.

Engels composed a series ofpopular works for the Social Democracy
(the SPD), in particular the so-called Anti-Diihring. The Anti-Diihring
and above all the short version, Socialism: Utopian and Scientific, which
was translated into many languages, was among the most widely read
texts of the workers’ movement in the period before the First World War.
Capital, on the other hand, was usually taken note of by only a small
minority. In the Anti-Diihring Engels critically engaged with the ideas of
Eugen Duhring, a university lecturer in Berlin. Diihring claimed to have
developed a new, comprehensive system of philosophy, political econo-
my, and socialism, and was able to win an increasing number ofadherents
M Ihe German Social Democracy.



24 AN INTRODUCTION TO KARL MARX’S CAPITAL

Diihring’s success rested upon a strong desire within the workers’
movement for a Weltanschauung, or “worldview, a comprehensive ex-
planation of the world offering an orientation and answers to all ques-
tions. After the worst outgrowths of early capitalism had been elimi-
nated and the everyday existence of the wage-dependent class within
capitalism was somewhat secure, a specific Social Democratic workers’
culture developed: in workers’ neighborhoods there emerged workers’
sports clubs, workers’ choral societies, and workers’ education societ-
ies. Excluded from the exalted bourgeois society and bourgeois culture,
there developed within the working class a parallel everyday life and
educational culture that consciously attempted to distance itself from its
bourgeois counterpart, but often ended up unconsciously mimicking it.
And so it was that at the end of the nineteenth century August Bebel, the
chairman of the SPD over the course of many years, was graciously hon-
ored in a manner similar to the way that Kaiser Wilhelm Il was honored
by the petit-bourgeoisie. Within this climate, there emerged the need for
a comprehensive intellectual orientation that could be opposed to the
dominant bourgeois values and worldview, in which the working class
played no role or merely a subordinate role.

Insofar as Engels not only criticized Diihring but also sought to
counterpose the “correct” positions of a “scientific socialism,” he laid
the foundations for the worldview of Marxism, which was apprecia-
tively taken up in Social Democratic propaganda and further simplified.
This Marxism found its most important representative in Karl Kautsky
(1854-1938), who until the First World War was regarded as the lead-
ing Marxist theoretician after the death of Engels. What dominated the
Social Democracy at the end of the nineteenth century under the name
of Marxism consisted of a miscellany of rather schematic conceptions:
a crudely knitted materialism, a bourgeois belief in progress, and a few
strongly simplified elements of Hegelian philosophy and modular pieces
of Marxian terminology combined into simple formulas and explana-
tions of the world. Particularly outstanding characteristics of this popular
Marxism were an often rather crude economism (ideology and politics
reduced to a direct and conscious transmission of economic interests),
as well as a pronounced historical determinism that viewed the end of
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capitalism and the proletarian revolution as inevitable occurrences.
Widespread in the workers’ movement was not Marx’s critique of politi-
cal economy, but rather this “worldview Marxism,” which played above
all an identity-constituting role: it revealed one’s place as a worker and
socialist, and explained all problems in the simplest way imaginable.

A continuation and further simplification of this worldview Marxism
took place within the framework of “Marxism-Leninism.” Lenin (1870-
1924), who became after 1914 so influential, was intellectually rooted
in worldview Marxism. He openly expressed the exaggerated self-confi-
dence of this “Marxism”:

The teaching of Marx is all-powerful because it is true. It is complete
and harmonious, providing men with a consistent view of the universe,
which cannot be reconciled with any superstition, any reaction, any
defense of bourgeois oppression. (Lenin, The Three Sources and Three
Component Parts ofMarxism)

Before 1914, Lenin supported the Social Democratic center around
Karl Kautsky against the left wing represented by Rosa Luxemburg
(1871-1919). His break with the center came at the beginning of the
First World War, when the SPD voted for war credits requested by the
German government. From then on, the split within the workers’ move-
ment took its course: A Social Democratic wing that in the next few de-
cades would move further away—both theoretically and practically—from
Marxist theory and the goal of transcending capitalism stood opposite a
Communist wing that nurtured a Marxist phraseology and revolutionary
rhetoric, but existed above all to justify the zigzags in the domestic and
foreign policy of the Soviet Union (such as during the Hitler-Stalin pact).

After his death, the Communist wing of the workers’ movement
turned Lenin into a Marxist “Pillar-Saint.” His polemical writings, most
ofwhich were written within the context of contemporary debates with-
in the workers” movement, were honored as the highest expression of
"Marxist science” and were combined with already existing “Marxism”
into a dogmatic system of philosophy (Dialectical Materialism), history
(Historical Materialism), and political economy: Marxism-Leninism.
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This variant ofworldview Marxism served above all else an identity-con-
stituting role, and in the Soviet Union in particular legitimized the politi-
cal domination of the party and suffocated open discussion.

Ideas in general circulation today concerning Marx and Marxian the-
ory—whether these are appraised positively or negatively—are essentially
based upon this worldview Marxism. Readers of the present work might
also have certain, seemingly self-evident, ideas concerning Marxian theo-
ry that are derived from this worldview Marxism. But the sentiment Marx
expressed to his son-in-law, Paul Lafargue, after the latter gave an account
of French “Marxism” also applies to a large amount of that which as-
sumed the label of “Marxism” or “Marxism-Leninism” over the course
of the twentieth century: “Ifanything is certain, it is that I myselfam not
a Marxist” (MECW, 46:356).

However, this worldview Marxism did not remain the only kind of
Marxism. Against the background ofthe split in the workers’ movement
into Social Democratic and Communist wings, as well as the disap-
pointment of the revolutionary hopes that existed after the First World
War, there developed in the 1920s and 1930s differing (and widely di-
verging) variants of a “Marxist” critique of worldview Marxism. These
new currents, which are associated with, among others, Karl Korsch,
Georg Lukacs, Antonio Gramsci (whose Prison Notebooks were pub-
lished after the Second World War), Anton Pannekoek, and the
Frankfurt School founded by Max Horkheimer, Theodor W. Adorno,
and Herbert Marcuse, are often retrospectively aggregated under the
label “Western Marxism.”

For a long time, Western Marxism only criticized the philosophical
and theoretical-historical foundations of traditional Marxism: Dialectical
and Historical Materialism. The fact that the critique of political econ-
omy was often reduced to a “Marxist political economy” by traditional
Marxism and that the comprehensive meaning of the word critique had
been lost only reemerged into view in the 1960s and 1970s. As a conse-
guence ofthe students’movement and the protests against the U.S. war in
Vietnam, there was an upsurge of leftist movements beyond and outside of
the traditional Social Democratic and Communist parties of the workers’
movement, and a renewed discussion concerning Marx’s theory. Now a
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far-reaching discussion of Marx’s critique of political economy emerged.
The writings of Louis Althusser and his associates were very influential
in this regard (Althusser 1965, Althusser/Balibar 1965). Furthermore,
the discussion was no longer limited to Capital; other critical economic
writings by Marx, such as the Grundmsse, were incorporated, the latter
gaining popularity above all due to Roman Rosdolsky’s book (1968). For
the (West) German discussion, the writings of Hans-Georg Backhaus
(collected in Backhaus 1997) and Helmut Reichelt’s book (1970) played
acentral role; they provided anew impetus for the new reading of Marx’s
critical economic writings mentioned in the Preface to the present text.
The present work also stands within the substantive context of this “new
reading of Marx. The differences between this new reading and tradi-
tional Marxist political economy, merely alluded to in this chapter, will
become clearer throughout the course of this work.






2. The Object of Critique in the Critique
of Political Economy

In Capital, Marx examines the capitalist mode of production. The ques-
tion, however, is in what manner capitalism is the object of study: in the
text there are abstract-theoretical inquiries into money and capital as well
as historical passages, such as those dealing with the development of cap-
italist relations in England. Is Capital first and foremost concerned with
the main features of the history ofcapitalist development, or with a par-
ticular phase of capitalism, or is the point rather an abstract-theoretical
depiction ofthe mode ofoperation of capitalism? Or, to raise the question
more generally, how do history and theoretical depiction relate to each
other within the critique of political economy?

A further question concerns the relationship between Marx’s depiction
of the capitalist mode of production and bourgeois economic theory: Is
Marx presenting merely just another theory of the mode of operation of
capitalism? Does the “critique” in the critique of political economy consist
solely of previously existing theories being proven wrong in certain places
so that Marx may present a better theory? Or does “critique” make amore
comprehensive claim? To formulate things more generally: What does
“critique” mean within the framework ofthe critique ofpolitical economy?
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2.1 Theory and History

Engels had already suggested a “historical” manner ofreading Marx’s
account. In a review of the early writing, A Contribution to the Critique
ofPolitical Economy of 1859, he wrote that the “logical” depiction of cat-
egories presented by Marx (logical here meaning conceptual, theoretical)
is “indeed nothing but the historical method, only stripped ofthe histori-
cal form and of interfering contingencies” (MECW, 16:475). And Karl
Kautsky, who published a popular outline of the first volume of Capital
in 1887, wrote that Capital is “an essentially historical work.”

Then, at the beginning of the twentieth century, it became common
knowledge among the leading figures of the workers’movement that cap-
italism had entered a new phase of development, that of “imperialism.”
Marx’s Capital was understood as an analysis of “competitive capital-
ism,” a phase of capitalist development preceding imperialism. Marx’s
research, therefore, now had to be continued by analyzing the next his-
torical phase of capitalism—imperialism. Hilferding (1910), Luxemburg
(1913), and Lenin (1917) took up this task in various ways.

One also frequendy hears from contemporary economists, insofar as
they don’t reject Marx’s analysis entirely, that it is at best valid for the nine-
teenth century. But in the twentieth century, economic conditions have
supposedly undergone such extensive change that Marx’s Uieory is of no
use (which is why one hears so little of it in most economics departments).
Such “historicizing” ways of reading Marx, which are also typical ofmany
introductions to Marx’s Capital, are at the very least opposed to Marx’s
own understanding ofhis work. In the foreword to the first volume Marx
writes the following concerning the object ofhis research:

What | have to examine in this work is the capitalist mode of pro-
duction, and the relations of production and forms of intercourse
[Verkehrsverhaltnisse] that correspond to it. Until now, their locus cl-assi-
cushas been England. That is the reason why England is used as the main
illustration of the theoretical developments | make. [ ... ] Intrinsically, it
IS not a question of the higher or lower degree of development of the
social antagonisms that spring from the natural laws of capitalist pro-
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duction. It is a question of these laws themselves, of these tendencies
winning their way through and working themselves with iron necessity.
(Capital, 1:90-91)

Here Marx explicitly states that he is concerned neither with the his-
tory of capitalism nor with a specific historical phase of capitalism, but
rather with a “theoretical” analysis of capitalism: examined are the es-
sential determinants of capitalism, those elements which must remain
the same regardless of all historical variations so that we may speak of
“capitalism” as such. What is portrayed is therefore not a (historically
or geographically) specific capitalism, but rather, as Marx says at the end
of the third volume of Capital, “We are only out to present the internal
organization of the capitalist mode of production, its ideal average, as it
were” (Capital, 3:970).

With this statement Marx merely formulates the claim he makes for his
account. Whether this claim is actually redeemed, whether Marx actually
manages to portray the capitalist mode ofproduction “in its ideal average,”
is something to be addressed when we deal widi the details ofhis account.

The statements cited above clarify the level ofabstraction of Marx’s
account: ifthe analysis is carried out at the level of the “ideal average”
of the capitalist mode of production, then it actually provides the cat-
egories that must underlie any research into the history of capitalism or
aparticular phase.

The notion that one must know history in order to understand the
present has a certainjustification when applied to the history of events,
but not for the structural history ofa society. Rather, the opposite is the
case: to examine the constitution of a particular social and economic
structure, one has to be already familiar with the completed structure.
Only then will one know what to look for in history. Marx formulated this
idea with the help ofa metaphor:

The anatomy of man is a key to the anatomy of the ape. On the other
hand, indications of higher forms in the lower species of animals can
only be understood when the higher forms themselves are already
known. (MECW, 28:42)
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For this reason, the “historical” passages in Capital come after
the (theoretical) depictions of the corresponding categories and not
before: thus the well-known chapter about the “So-called Primitive
Accumulation,” which concerns the emergence of the “free” wage la-
borer as a precondition of the capital relationship, is placed not at the
beginning but at the end of the first volume of Capital. The historical
passages complement the theoretical account, but they don’t constitute
the theoretical account.

Although Capital is first and foremost a theoretical work (which ana-
lyzes afully developed capitalism) and not a historical work (concerned
with the development of capitalism), the depiction is not ahistorical in the
sense that contemporary economics to a large extent is. Economics as-
sumes there is a general problem ofeconomic activity that exists in every
society—production must occur; scarce means have to be distributed, and
so forth. This problem, which is assumed to remain constant throughout
all historical phases, is then examined using essentially the same catego-
ries (thus some economists view the hand axe ofthe Neanderthal as a sort
of capital). Marx, on the other hand, realizes that capitalism is a particu-
lar historical mode ofproduction, which is fundamentally different from
other modes of production such as ancient slaveholding societies or the
feudalism ofthe Middle Ages. In this respect, every one ofthese specific
modes of production contains specific relationships that have to be de-
scribed with categories that only retain their validity with regard to these
modes ofproduction. In this sense, the categories that describe the capi-
talist mode of production are “historical” and in no way transhistorical
categories; they are valid only for the historical phase in which capitalism
is the dominant mode ofproduction.

2.3 Theory and Critique

Within worldview Marxism, Marx was regarded as the great economist
ofthe workers’movement who had developed a “Marxist political econ-
omy” that one could oppose to “bourgeois economy,” that is, the schools
of economics that regarded capitalism positively: Marx had supposedly
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taken over the labor theory of value of Adam Smith (1723-1790) and
David Ricardo (1772-1823), the most important representatives of so-
called classical political economy. According to the labor theory ofvalue,
the value of commodities was determined by the labor-time necessary
for their production. As distinct from the classical political economists,
Marx had allegedly developed a theory of the exploitation of labor-power
and the crisis-prone nature of capitalism. According to this view, there
are no fundamental categorical differences between Marxist political
economy and classical political economy, only differences concerning the
conclusions ofboth theories.

This is basically also the view ofcontemporary economics: in terms of
the substance of his theory Marx is viewed as a representative of the clas-
sical school who draws different conclusions than Smith and Ricardo.
And since classical political economy is viewed as outmoded by contem-
porary economics (modern theory has bid farewell to the determination
ofvalue by labor), acontemporary economist doesn’t think he has to seri-
ously concern himselfwith Marx.

However, as the subtitle of Capital makes clear, Marx’sintent was not
to provide an alternative “political economy” but a “critique of political
economy.” Today, a new scientific approach also contains a critique of
previous theories, if for no other reason than tojustify its own existence.
But Marx was concerned with far more than such a critique. He wanted
not only to critique particular theories—he does that in Capital; his cri-
tique was aimed rather at the entirety ofpolitical economy—he wanted to
criticize the categorical presuppositions ofan entire branch ofknowledge.
Marx made clear the comprehensive character of this critique in a letter
he wrote to Ferdinand Lassalle at the end of the 1850s:

The work | am presently concerned with is a Critique of Economic
Categories or, if you like, a critical expose ofthe system of the bourgeois
economy. It s at once an expose and, by the same token, a critique of the
system. (MECW, 40:270; emphasis in original)

This critique of categories begins with the most abstract category of
political economy, that of value. Marx concedes that political economy
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has grasped the “content” concealed in value and its magnitude, the con-
nection between labor and value. But political economy has “never once
asked the question why this content has assumed that particular form,
that is, why labour is expressed in value and why the measurement of
labour by its duration is expressed in the magnitude of the value of the
product” (Capital, 1:173-74). Marx is not predominantly criticizing the
conclusions of political economy, but rather the manner in which it poses
questions, meaning the distinction between that which political economy
aims to explain and that which is accepted as so self-evident that it doesn’t
need to be explained at all (such as the commodity form of the product
of labor). Thus did Adam Smith, the progenitor of classical economy,
proceed on the assumption that humans, as distinct from animals, had
a “propensity to truck, barter, and exchange” (1776; Smith, 25). Thus
itwould be a general human trait to relate to all things as commodities.

Within political economy, social relationships such as exchange and
commodity production are “naturalized” and “reified,” that is, social
relationships are conceived of as quasi-natural conditions, ultimately
as the characteristics ofthings (according to this conception, things do
not first obtain an exchange value on the basis of a particular societal
structure, but rather in and of themselves). Through such a naturaliza-
tion of social relationships, it appears as if things have the properties
and autonomy of subjects.

Marx characterizes such conditions as an “absurdity” (Capital,
1:169),3and speaks of a “spectral objectivity” (gespenstige Gegenstand-
lichkeit), (128, translation corrected by author and translator—"spectral”
instead of “phantom-like”) or “occult quality” {okkulte Qiialitat) (255,
corrected translation: “quality” instead of “ability”). What he means in
each case will become clearer in the following chapters. In worldview
Marxism, as well as in bourgeois critiques of Marx, such conceptions
were usually glossed over, or were viewed merely as stylistic peculiari-
ties. However, with these descriptions Marx took aim at a central issue
of the critique of political economy, namely, that the naturalization and
reification of social relationships is in no way the result of a mistake by
individual economists, but rather the result ofan image of reality that de-
velops independently as a result of the everyday practice of the members
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ofhourgeois society. At the end of the third volume of Capital, Marx can
therefore establish that people in bourgeois society inhabit “the bewitched,
distorted and upside-down world” and that this “religion of everyday life”
(Capital, 3:969) is not only the basis of everyday consciousness, but also
constitutes the background for the categories ofpolitical economy.

The question was posed above as to what “critique” means within
the context of the critique of political economy. We are now able to pro-
vide a tentative answer: critique aims to break down the theoreticalfield
(meaning the self-evident views and spontaneously arising notions) to
which the categories of political economy owe their apparent plausibil-
ity; the “absurdity” (Verriicktheit) of political economy should be made
clear. Here, the critique ofperception, the question as to how perception
IS possible, meets the analysis of the capitalist relations of production:
neither is possible without the other.*1

However, Marx’s intent with Capital was not simply to write a cri-
tique ofbourgeois science and hourgeois consciousness, but also to for-
mulate a critique of bourgeois social relations. In a letter, he described
his work—not very modestly—as “without question the most terrible
missile that has yet been hurled at the heads ofthe bourgeoisie (landown-
ers included)” (MECW, 42:358).

For this purpose, Marx’s intent was to point out the human and social
costs connected with capitalist development. He attempts to prove that
“within the capitalist system all methods for raising the social productiv-
ity of labour are put into effect at the cost of the individual worker; that all
means for the development ofproduction undergo an inversion so that they
become means of domination and exploitation of the producers” (Capital,
1:799, corrected translation).50r as he put itin another passage:

Capitalist production, therefore, only develops techniques and die de-
gree of combination of the social process of production by simultane-
ously undermining the original sources of all wealth—the soil and the
worker. (Capital, 1:638)

Marx does not intend to make a moral critique with such comments.
Marx does not accuse capitalism (or even individual capitalists) ofviolat-
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ing some eternal norms ofjustice. He is aiming rather to state a matter of
fact: that there is an immanent destructive ‘potential of capitalism that is
activated time and time again (see chapters 5 and 9). On the basis of its
manner of functioning, capitalism must always contravene the elemen-
tary interests of laborers. Within capitalism, these elementary interests
can only be protected in a temporary and limited way, but the situation
can only be fundamentally altered when capitalism is abolished.

Marx does not advance a moral “right” to an unscathed existence
or something similar against the impositions of capitalism. Instead, he
hopes that with the growing insight into the destructive nature of the
capitalist system (which can be established without recourse to moral-
ity), the working class will take up the struggle against this system—not
on the basis of morality, but rather on the basis of its own interest. Not,
however, on the basis ofan interest ofa better situation within capitalism,
but rather on the basis ofan interest in a good and secure life, which can
only be realized by transcending capitalism.

2.3 Dialectics—A Marxist “Rosetta Stone™?

Whenever Marx’s theory is spoken of, eventually the catchword dialectics
(or: dialectical development, dialectical method, dialectical portrayal)
pops up, and in most cases, there is no explanation of what exactly is
meant by this word. Most notably in Marxist political parties, opponents
in an argument frequently accuse each other of having an “undialectical
conception” ofwhatever matter is being debated. Also today, in Marxist
circles people speak of something standing in a “dialectical relationship”
to another thing, which is supposed to clarify everything. And some-
times, whenever one makes a critical inquiry, one is answered with the
know-it-all admonishment that.one has to “see things dialectically.” In
this situation, one shouldn’t allow oneselfto be intimidated, but should
rather constantly annoy the know-it-all by asking what exactly is under-
stood by the term “dialectics” and what the “dialectical view” looks like.
More often than not, the grandiose rhetoric about dialectics is reducible
to the simple fact that everything is dependent upon everything else and
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IS in a state of interaction and that it's all rather complicated—which is
true in most cases, but doesn’t really say anything.

| dialectics is spoken ofin a less superficial sense, then one can make a
rough distinction between two ways ofusing this term. In one sense, dia-
lectics is considered to be, according to Engel’s text Anti-Diihring, “the
science of the general laws of motion and development of nature, human
society and thought” (MECW, 25:131). According to this conception, dia-
lectical development does not proceed uniformly and in a linear manner,
but is rather a “movement in contradictions.” Ofparticular importance for
this movement are the “change of quantity into quality” and the “negation
of the negation.”6Whereas Engels was clear that with such general state-
ments nothing is understood about individual processes,this was any-
thing but clear within the framework of worldview Marxism; “dialectics,”
understood as the general science of development, was often viewed as a
sort of Rosetta Stone with which everything could he explained.

The second way in which dialectics is spoken of relates to the form
of depiction in the critique of political economy. Marx speaks on vari-
ous occasions of his “dialectical method,” and in doing so also praises
Hegel’s achievements. Dialectics played a central role in Hegel’s philoso-
phy. However, Marx alleges that Hegel “mystified” dialectics, and that his
dialectic is therefore not the same as Hegel’s. This method gains impor-
tance with the “dialectical presentation” of categories. This means that in
the course of the presentation the individual categories are unfolded from
one another: they are not simply presented in succession or alongside each
other. Rather, their interrelationship (how one category necessitates the ex-
istence ofanother) is made clear. The structure ofthe depiction is therefore
not a didactic question for Marx, but has a decisive substantive meaning.

However, this dialectical portrayal is in no way the result of the “ap-
plication” of a ready-made “dialectical method” to the content of politi-
cal economy. Ferdinand Lassalle intended such an “application,” which
caused Marx to express the following in a letter to Engels: “He will dis-
cover to his cost that it is one thing for a critique to take a science to the
point at which it admits ofa dialectical presentation, and quite another to
apply an abstract, ready-made system of logic to vague presentiments of
just such a system” (MECW, 40:261).
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The precondition ofa dialectical portrayal is not the application of a
method (awidespread conception in worldview Marxism), but rather the
categorical critique, discussed in the previous section. And such a categor-
ical critique presumes an exact and detailed familiarity and engagement
with the substance ofa field ofknowledge to which the categories refer.

An exact discussion of Marx’s “dialectical presentation™ is therefore
only possible if one already knows something about the categories he-
ing portrayed: one cannot talk about the “dialectical” character of Marx’s
account or even the relationship between Marx’s dialectic and Hegel’s
before one has engaged with Marx’s account itself. The frequent char-
acterization of Marx’s account as “advancing from the abstract to the
concrete” (MECW,28:38) also says very little to those who are first be-
ginning to read Marx’s Capital. Above all else, the actual structure of die
presentation in Capital is considerably more complex than this formula,
which stems from the “Introduction” of 1857, would lead one to believe.

Other than in the foreword and afterword, Marx speaks very seldom
of dialectics in Capital. He practices a dialectical portrayal, but without
demanding from his readers that they deal with the subject of dialectics
before reading Capital. Only in hindsight can one say what is “dialecti-
cal” about Marx’s account. For that reason, the present work does not
begin with a section on dialectics.



3. Value, Labor, Money

3.1 Use Value, Exchange Value, and Value

Marx’s intent in Capital is to analyze the capitalist mode of production,
but his analysis does not begin immediately with capital. In the first three
chapters, only the commodity and money are mentioned, and capital is
dealt with explicitly only from the fourth chapter onward. Within the
framework of the historical manner ofreading Capital mentioned above,
the first three chapters are therefore understood as an abstract descrip-
tion of a precapitalist “simple (or petty) commodity production.” But
the first two sentences make it clear that the chapter is not about pre-
capitalist conditions:

The wealth of societies in which the capitalist mode of production pre-
vails appears as “an immense collection of commaodities”; the individual
commodity appears as its elementary form. Our investigation therefore
begins with the analysis of the commodity. (Capital, 1:125)

Here, Marx points out a specific aspect of capitalist socialization: in
capitalist society—and only in capitalist society—the “commodity” is the
typical form ofwealth. Commodities (which we can define provisionally
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as goods intended for exchange) also exist in other societies, but only in
capitalist society do the overwhelming majority ofgoods consist of com-
modities. In the feudal societies of the early Middle Ages, only a small
amount of goods were exchanged; the commodity form was more of an
exception than the rule. The overwhelming majority of goods consisted
of agricultural products and these were either produced for one’s own
use or turned over to landlords (nobles or the Church), not exchanged.
Not until capitalism does exchange become comprehensive, and with it
the commodity form ofgoods. Only with capitalism does wealdi take the
form of a “collection of commodities” and only with capitalism is the
commodity the “elementary form” ofwealth. This commodity, the com-
modity in capitalist societies, is what Marx intends to analyze.

One only describes something as a commodity if it is exchanged,
something that in addition to its use value also has an exchange value.
The use value of something is nothing other than its usefulness; for ex-
ample, the use value of a chair consists of the fact that one can sit on it.
The use value is independent ofwhether or not the object is exchanged.

Nowifl exchange the chair for two sheets oflinen, then the exchange
value of the chair is two sheets of linen. If I exchange the chair for 100
eqgs, then 100 eggs are the exchange value of the chair. If | don’t ex-
change the chair atall, but only use it, then it has no exchange value, and
it is also not a commodity, but merely a use value, a chair on which one
can more or less comfortably sit,

To be a commodity, to therefore have an exchange value in addition
to a use value, is not a “natural” property of things, but rather a “social”
one: only in societies where things are exchanged do they possess an ex-
change value, only then are they commodities. As Marx notes, use values
“constitute the material content of wealth, whatever its social form may
be” (Capital, 1:126).

And with this we come to an extremely important distinction. The
“content” of something (its “natural form™) is distinguished from its “so-
cial form”"—sometimes Marx speaks ofan “economic form-determination”
(okonomische Formbestimmung). The “natural form” of the chair is sim-
ply its material composition (for example, whedier it is made of wood or
metal). “Social form,” on the other hand, means that the chair is a “com-
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modify,’1something that is exchanged and that therefore possesses an “ex-
change value ” That the chair is a commodity is not a characteristic of the
chair itselfas a tiling, but rather of the society in which this tiling exists.

Individual acts ofexchange occur in all forms ofsociety that are known
to us. Butitis a specific aspect of capitalist society that almost everything
is exchanged. This has consequences for quantitative relationships ofex-
change. In the case of exchange as an isolated phenomenon, there can be
various quantitative exchange relationships: | can exchange the chair at
one point for two sheets of linen, or at another point for three, etc. But if
exchange is the normal form in which goods are transferred, then indi-
vidual relations ofexchange have to “match” each other in a certain way:
in the example above, a chair was exchanged for two sheets oflinen or for
100 eggs. I this is so, then it must also be the case that one can exchange
100 eqgs for 2 sheets oflinen. Why is that? Ifthis were not the case, if for
example 100 eggs could only be exchanged for one sheet of linen, then
by a clever series of acts of exchange | could constantly make a profit; |
exchange a sheet of linen for 100 eggs, then 100 eggs for 1 chair, then 1
chair for 2 sheets of linen. Through mere exchange, | would have dou-
bled my inventory of linen sheets, and through a number of correspond-
ing acts of exchange I could continuously increase my wealth. However,
this would only be possible as long as I could find exchange partners who
would be prepared to cany out the reciprocal acts of exchange. After a
short period of time, the other participants in the market would want to
imitate my profitable chain, and there would be nobody left who would
want to engage in exchange from the other side. Relations of exchange
can only be stable when they exclude the possibility that profit and loss
can result merely dirough a particular sequence of exchange acts.

For capitalist societies, in which exchange is the rule, we can there-
fore conclude: the various exchange values of the same commodity also
have to constitute exchange values for each other. If a chair can be ex-
changed for 2 sheets of linen, and on the other hand for 100 eggs, then
one must also be able to exchange 2 linen sheets for 100 eggs.

Now, when such a regularity of exchange exists (and it must exist
for exchange to function smoothly), then one cannot help asking what
a chair, 2 linen sheets, and 100 eggs have in common. The answer sug-
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gested by our everyday experience is: these three things have “the same
value.” Through experience with exchange we have a rather exact ap-
preciation ofthe value of many things. If this diverges in actual exchange
from our notion ofwhat athing is worth, then we conclude that a particu-
lar thing isjust “cheap” or “expensive.” But the questions for us are, what
IS it that constitutes this “value,” and how is the respective magnitude of
value determined?

Long before Marx, economists had concerned themselves with this
question and came to two fundamentally different answers. One answer
is: the value of something is determined by its usefulness. For something
that is of great use to me, I'm prepared to pay a lot, whereas I'll pay very
little, or nothing at all, for something that is of little use to me. This “util-
ity theory of value,” however, faces a great problem that Adam Smith had
already formulated very clearly: water is ofgreat use, we couldn’t live with-
out water, but the value of water is very small. Compared to water, the
utility of a diamond is infinitesimally small, but its value is huge. Smith
therefore drew the conclusion that itwould not be the usefulness ofathing
that determines its value. Rather, Smith considered the quantity of labor
necessary to produce something as constituting its value. This is the sec-
ond fundamental answer to the question as to what makes up value.

This “labor theory of value” was the common understanding within
political economy during Marx’s time.8 Applied to our example above,
the labor theory of value says that a chair, 2 linen sheets, and 100 eggs
have the same value, because the same quantity of labor is necessary to
produce them.

There are two obvious objections to the labor theory of value. For
one, things are also exchanged that are not products of labor (for exam-
ple, virgin soil). For another, there are certain products of labor (such
as works of art) whose exchange value is completely independent of the
labor-time expended for their production.

Regarding the first point, it should be noted that the labor theory of
value only explains the value of products of labor. Things that are not
products of labor do not possess a “value.” If they’re exchanged, they
have an exchange value or price, but no value, and this exchange value
has to then be explained separately (Marx did this in vol. 3 of Capital).
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As to the second point; awork of artis a product of labor, but un-
like normal commodities, itis a unique object, something that only exists
once. The price that abuyer is prepared to pay for itis a collector’s price,
which hasn’t the slightest to do with the labor expended by the artist.
However, most economic products are not unique, but rather mass-pro-
duced goods, and it is the value of those goods that should be explained.

Marx also sees the value of commodities as accounted for by com-
modity-producing labor. As an objectification of “equal human labour,”
commodities are values. The magnitude ofvalue is determined by “the
quantity ofthe ‘value-forming substance,” the labour, contained in the ar-
ticle” (Capital, 1:129).

But, Marx continues, it is not the labor-time individually expended
by isolated producers that creates value (a chair then produced by a slow
carpenter would have more value than an identical chair produced by a
speedy carpenter). Rather, it is the “socially necessary labor-time” that
creates value,

Socially necessaiy labour-time is the labour-dme required to produce
any use-value under the conditions ofproduction normal for a given so-
ciety and with tire average degree of skill and intensity of labour preva-
lent in that society. (Capital, 1:129)

However, the labor-time socially necessary for the production of a
particular use value does not remain constant. I the productivity of la-
bor increases, if more products can be created in the same time span,
then the labor-time socially necessary for the production ofa single item
has diminished and the magnitude of its value declines. If, however, the
productivity of labor declines, then the labor-time socially necessaiy
for production increases, and the magnitude of a single product’s value
increases. This could be the consequence, for example, of natural con-
ditions: if a harvest is spoiled, then die same quantity of labor yields a
smaller output, more labor is necessary for the production of a single
fruit, and its value increases.

Ifexchange exists, then a division of labor is implied. | only exchange
for things that I do not myself produce. Division of labor is a precondi-
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tion of exchange, but exchange is not a precondition for the division of
lahor, as a glance at any factory would confirm: within a factory, there
is a high level of division of labor, but the products themselves are not
exchanged for one another.

Up until now, one might have had the impression that when the term
“commodity” is used, it refers solely to physical objects. But what is rel-
evant here is the act of exchange, not the fact that physical objects are
being exchanged. Services can also be exchanged and therefore become
commodities. The difference between a material product and an “imma-
terial” service consists solely ofa different temporal relationship between
production and consumption: the material product is first produced and
subsequently consumed (a bread roll should be consumed on the same
day, but an automobile can remain by its manufacturer for a few weeks or
even months before | have the chance to use it). In the case ofa service
(whether we are talking about a taxi ride, a massage, or a theater perfor-
mance), the act ofproduction is concurrent with the act of consumption
(as the taxi driver produces a change ofplace, | consume it). The differ-
ence between services and physical objects consists of a distinction of
the material content; the question as to whether they are commodities
pertains to their socialform, and that depends upon whether objects and
services are exchanged. And with that, we have sorted out the matter of
the frequently stated argument that with the “transition from an industri-
al to a service economy” or in the left-wing variant of Hardt and Negri—
the transition from “material” to “immaterial” production—Marx’s value
theory has become outmoded.

The aspects ofvalue theory that we have considered up to this point
were largely dealt with by Marx on the first seven pages (out of a total
of fifty) of the first chapter of Capital. For many Marxists, and most of
Marx’s critics, this constitutes the core of Marx’s value theory: the com-
modity is use value and value, value is an objectification of human labor,
the magnitude ofvalue depends upon the “socially necessary labor-time”
required for the production ofa commodity (the last point is frequently
referred to as the “law of value”). I that were actually all there is to it,
then Marx’s value theory would not have gone very far beyond classical
political economy. But the central value-theoretical insights of Marx are
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not limited to these simple propositions. The decisive, most important
aspects of Marx’s value theory lay beyond what has thus far been out-
lined, which shall be made clear in the rest of this chapter.

3.2 A Proofofthe Labor Theory of Value?
(Individual Agency and Social Structure)

Tied up with the question concerning the difference between Marx’s
value theory and classical value dieory is the question of whether Marx
had “proven” the labor theory ofvalue, thatis, whether he had established
beyond the shadow ofa doubt that labor and nothing else underlies the
value of a commodity. This question has been frequendy discussed in
the literature about Marx. But as we’re about to see, Marx was not at all
interested in such a “proof.”

Adam Smith had “proven” the determination of a commodity’s
value through labor with the argument that labor entails effort and that
we therefore estimate the value of something according to how much
effort is involved in producing it. Here, value is ascribed directly to
the rational considerations ofisolated individuals. Modern neoclassical
economic theory argues in a similar manner, taking utility-maximizing
individuals as a point of departure and explaining exchange relation-
ships on the basis of utility estimates. Both classical and neoclassical
economic theory begin as a matter of course with isolated individuals
and their allegedly universal human strategies and attempt to explain
the whole of society from this starting point. In order to do this they
have to project onto individuals some of the features of the society they
purport to explain. Thus does Adam Smith define the “propensity to
truck, barter, and exchange” as the characteristic that distinguishes hu-
mans from animals, and from there it is of course no problem to derive
the structures of an economy based upon commodity exchange from
the rationality of this sort of person (the commodity owner) to declare
these structures as universally human.

For Marx, on the other hand, it was not the thought processes ofindi-
viduals that are fundamental, but rather the social relations in which the
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individuals are embedded at any given time. As he pointedly formulated
itin the Grundrisse:

Society does not consist of individuals, but expresses the sum of rela-
tionships and conditions inwhich these individuals stand to one another.

(MECW, 28:195)

These relations impose a certain form ofrationality to which all indi-
viduals must adhere ifthey wish to maintain their existence within these
conditions. Iftheir actions correspond to this rationality, then the activity
ofindividuals also reproduces the presupposed social relations.

Let's make this connection clear using an obvious example. In a soci-
ety based upon commodity exchange, everyone must follow the logic of
exchange if he or she wants to survive. It is not merely the result of my
“utility maximizing” behavior if I want to sell my own commodities dear-
ly and buy other commodities cheaply. Rather, | have no other choice
(unless 1 'am so rich that I can choose to ignore exchange relationships).
And since | am not capable ofseeing an alternative, maybe | even perceive
my own behavior as “natural.” When the majority behaves in the manner
indicated, they also reproduce the social relations that commodity ex-
change is based upon, and therefore the compulsion for every individual
to continue to behave accordingly.

Marx therefore does not account for his value theory on the basis of
the considerations of those engaged in exchange. Contrary to a common
misunderstanding, his thesis is not that the values of commodities cor-
respond to the labor-time socially necessary for their production because
those engaged in exchange want it to be so. On the contrary, Marx main-
tains that people engaged in exchange in fact do not know what they’re
actually doing (Capital, 1:166-67).

With value theory, Marx seeks to uncover a specific social structure
thatindividuals must conform to, regardless ofwhat they think. The ques-
tion posed by Marx is therefore completely different than that posed by
classical or neaclassical economics; in principle, Adam Smith observes
asingle act of exchange and asks how the terms of exchange can be de-
termined. Marx sees the individual exchange relation as part of a par-
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ticular social totality—a totality in which the reproduction of society is
mediated by exchange—and asks what this means for the labor expended
by the whole society. As he made clear in a letter to his friend Ludwig
Kugelmann, a “proof” of the labor theory ofvalue is not the point:

The chatter about the need to prove the concept of value arises only
from complete ignorance both of the subject under discussion and of
die method of science. Every child knows that any nation that stopped
working, not for a year, but let us say,just for a few weeks, would perish.
And every child knows, too, diat the amounts ofproducts corresponding
to the differing amounts of needs demand differing and quantitatively
determined amounts of society’s aggregate labour. It is self-evident that
this necessity of the distribution of social labour in specific proportions
Is certainly not abolished by the specific form ofsocial production; it can
only change its form of manifestation. Natural laws cannot be abolished
atall. The only thing that can change, under historically differing condi-
tions, is the form in which those laws assert themselves. And the form in
which this proportional distribution of labour asserts itselfin a state of
society in which the interconnection of social labour expresses itselfas
the private exchange of the individual products of labour, is precisely the
exchange value of these products. (MECW, 43:68)

If,under the conditions of commodity production, the distribution of
privately expended labor onto individual branches ofproduction is medi-
ated by the value of commodities (conscious regulation or a distribution
predetermined by tradition do not exist), then the interesting question is
how this is at all possible, or stated more generally, how privately expend-
ed labor becomes a component part of the total labor of society. So value
theory doesn’t “prove” that an individual act of exchange is determined
by the productively necessary quantity oflabor.9Rather, it should explain
the specific social character of commodity-producing labor—and Marx
does this mainly beyond the first seven pages of Capital discussed above,
which traditional Marxism as well as many critics of Marx take to be the
most important for Marx’s value theory.
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3.3 Abstract Labor:
Real Abstraction and Relation ofSocial Validation

To understand what’sbehind the specific social character of commodity-
producing labor, we have to deal with the distinction between “concrete”
and “abstract” labor. In most accounts of Marx’s value theory, this dis-
tinction is briefly mentioned, but its importance is frequently not under-
stood. Marx himselfpointed out its fundamental significance:

| was the first to point out and to examine critically this twofold nature
of the labour contained in commodities. As this point is crucial to an
understanding of political economy, it requires further elucidation.
(Capital, 1:132)

What does this mean? If the commodity has a twofold character, as
use value and value, then commodity-producing labor must also have a
twofold character: itis labor that not only produces a use value, but also
value. (Here itisimportant to note that not all labor has a twofold charac-
ter, but rather only commodity-producing labor.)

Qualitatively different “concrete labors™ produce qualitatively dif-
ferent use values: carpentry produces a chair; linen weaving produces
a linen sheet. When we “learn a trade,” we study the particularities ofa
concrete activity; when we observe a person working, then we observe
him or her executing a concrete act of labor.

Value, however, is not constituted by a particular concrete labor or
through a particular aspect of concrete labor. Every act of labor whose
product (which can also be a service) is exchanged produces value. As val-
ues, the commaodities are qualitatively equal; therefore the various acts
of labor that produce values must have the status of qualitatively equal
human labor. Carpentry does not produce value as carpentry (as carpen-
try, it produces a chair); rather, it produces value as human labor, whose
product is exchanged with other products of human labor. So carpentry
produces value precisely as labor abstractedfrom its concrete manifes-
tation as carpentry. Marx therefore speaks of value-producing labor as
“abstract labor.”
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Abstract labor is thus not a special type of labor expenditure, such
as monotonous assembly-line labor as opposed to artisanal, content-rich
carpentry. As labor constituting use value, monotonous assembly-line la-
bor isjust as much concrete labor as carpentry. Assembly-line labor (just
like carpentry) only constitutes value as equal human labor, abstracted
from its concrete character, or, in short: assembly-line labor and carpen-
try only constitute value as abstract labor.

As “crystals™ ofabstract labor, commodities are “values.” Marx there-
fore describes abstract labor as the “value-forming substance™ or as the
“substance ofvalue.”

The “substance of value” as a figure of speech has frequendy been un-
derstood in a quasi-physical, “substantialist” manner: the worker has ex-
pended a specific quantity of abstract Iabor and this quantity exists within
the individual commodity and turns the isolated article into an object ofval-
ue. That things are not so simple should already be apparent by the fact that
Marx describes the value-objectivity asa “spectral objectivity” [gespenstige
Gegenstandlichkeit, Capital, 1:128, corrected translation); in the manu-
scriptin which Marx noted revision ofthe first edition of Capital preparing
the second edition, “Erganzungen und Verandenmgen zum ersten Band ges
Kapital,™ he even speaks of a “purely fantastic objectivity” (rein phantas-
tische Gegenstandlichkeit). If the “substantialist” understanding of Marx’s
value theory were accurate, then it would be difficult to understand what is
supposed to be “spectral” or “fantastic” about the objectivity ofvalue.

Let us deal with abstract labor in more detail. Abstract labor is not vis-
ible, only a particular concrete labor is visible, just as the concept of “tree”
isn’t visible: I'm only capable of perceiving a concrete botanical plant. As
with the term “tree,” abstract labor is an abstraction, but a completely dif-
ferent kind of abstraction. Normally, abstractions are constituted in human
thought. We refer to the commonalities among individual examples and
then establish an abstract category, such as “tree.” Butin the case ofabstract
labor, we are not dealing with such a “mental abstraction” but with a “real
abstraction,” by which we mean an abstraction that is carried out in the
actual behavior ofhumans, regardless ofwhether diey are aware ofit.

During the act ofexchange, an abstraction is made from the use value
of commodities, and the commodities are equated as values. (Of course,
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the individual buyer only purchases a commodity because he is inter-
ested in its use value, and, as the case may be, refrains from exchange
if he does not desire this use value; however, if exchange occurs, then
the commodities are equated as values.) Only with the equation of com-
modities as values does an abstraction from the particularity of the labor
that produces them actually occur, and it only counts as value-forming
“abstract” labor. So the abstraction really occurs, independent of what
the participating commodity owners think.

This point is not always made clearly by Marx. He speaks of abstract
labor as “an expenditure of human labour power, in the physiological
sense” (Capital, 1:137). The reduction ofvarious types of labor to labor
inaphysiological sense, however, is a purely mental abstraction, to which
any kind of labor can be subjected, regardless of whether it produces a
commodity. Furthermore, this formulation suggests that abstract labor
has a completely non-social, natural foundation, and has therefore ac-
cordingly provoked “naturalistic” interpretations of abstract labor. 0 In
other passages, however, Marx expresses himself clearly concerning the
non-naturalistic foundation of abstract labor. He writes in the revised
manuscript to the first edition (Marx-Engels Gesamtausgabe or MEGA,
11.6:41; Marx included this sentence in the French translation):

The reduction ofvarious concrete private acts oflabor to this abstraction
ofequal human labor is only carried out through exchange, which in fact
equates products of different acts oflabor with each other.

Accordingly, it is exchange, that consummates the abstraction that
underlies abstract labor (independent ofwhether the people engaged in
exchange are aware of this abstraction). But then abstract labor cannot
be measured in terms of hours of labor: every hour of labor measured
by a clock is an hour of a particular concrete act of labor, expended by
a particular individual, regardless of whether the product is exchanged.
Abstract labor, on the other hand, cannot be “expended” at all. Abstract
lahor is a relation of social validation (Geltungsverhaltnis) that is con-
stituted in exchange. In exchange, the concrete acts of expended labor
count as a particular quantum ofvalue-constituting abstract labor, or are
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valid as a specific quantum ofabstract labor, and therefore as an element
ofthe total labor of society.

This validation (Geltung) of privately expended concrete labor as a
particular quantum ofvalue-constituting abstract labor implies three dif-
ferent acts of reduction:

L Individually expended labor-time is reduced to socially necessary
labor-time. Only labor that is necessary for the production ofa use
value under average conditions counts as value-constituting. The
level of average productivity, however, is not determined by an indi-
vidual producer, but rather upon the entirety of producers of a use
value. The average changes constantly and only becomes apparent in
the act of exchange; only then does the individual producer find out
to what extent his individually expended labor-time corresponds to
the socially necessary labor-time.

2. In traditional Marxism, a technologically determined “socially nec-
essary labor-time” was usually understood as the sole determinant
of value-constituting labor. Whether the use values produced faced
a corresponding monetary demand appeared to play no role in the
determination of their value. However, Marx noted that in order to
produce a commodity one has to produce not only a use value, but
rather “use-values for others, social use-values” (Capital, 1:131). If
a greater quantity of a use value, a linen sheet for example, is pro-
duced beyond that ofthe (monetary) demand existing in society, then
this means that “too greata portion of the total social labour-time has
been expended in the form of weaving. The effect is the same as if
each individual weaver had expended more labour-time on his par-
ticular product than was socially necessary” (Capital, 1:202).

Only labor-time expended under the average existing conditions of
production as well as for the satisfaction of monetary social demand
constitutes value. To what extent the privately expended labor was
actually necessary to satisfy demand depends on the one hand upon
the amount of this demand and on the other hand upon the volume of
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production of other producers—both of which first become apparent
in exchange.

3. Individual acts of labor expenditure are not only distinguished from
one another in their concrete character (as carpentry, as tailoring, etc.)
butin regard to the qualifications of the required labor power. “Simple
labour-power” is “the labour-power possessed in his bodily organism
by every ordinary man, on the average, without being developed in any
special way” (Capital, 1:135). Exactly what counts as a qualification
belonging to the simple average labor force and whether, for example,
reading and writing or computer skills are counted among these quali-
fications varies from country to country and among different cultural
epochs but remains firmly established widiin a particular country at a
particular point in time. The labor of more highly qualified forces of
labor counts as “skilled” labor, and is regarded as constituting a greater
magnitude of value than simple average labor. To what degree a par-
ticular amount of skilled labor constitutes more value than the same
amount of simple labor is again only apparent in exchange. Not only
do the qualifications ofthe labor force emphasized by Marx play a role
in the quantitative relation; also decisive are processes of social hier-
archization that are reflected, for example, in the fact that “female pro-
fessions” have a lower status than “male professions,” which in turn
influences how activities are considered “simple” or “skilled.”

The extent to which privately expended individual labor counts or is
effectively valid as value-constituting abstract labor is the result of these
three reductions that take place simultaneously in the act of exchange.

34 ‘Spectral Objectivity
A Production or Circulation Theory of Value?

Value-objectivity (Wertgegenstandlichkeit) is not possessed by commodi-
ties as objectifications of concrete labor, but rather as objectifications of
abstract labor. However, if as wejust outlined, abstract labor is a relation
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of social validation existing only in exchange (where privately expended
labor counts as value-constituting, abstract labor) then value also first
exists in exchange. What’s more, value is not at all a property that an
individual thing possesses in and of itself. The substance of value, that
constitutes the foundation of this objectivity, is not inherent to individual
commodities, but is bestowed mutually in the act ofexchange.

The most emphatic statement on this by Marx can be found in his
revised manuscript for the first edition. There he states that when a coat
is exchanged for linen, then both are “reduced to an objectification ofhu-
man labor per se.” However, it should not be forgotten that

none ofboth is in and ofitselfvalue-objectivity [Wertgegenstandlichkeit],
they are this only insofar as that this objectivity is commonly heldby them.
QOutside of their relationship with each other—the relationship in which
they are equalized—neither coat nor linen possess value-objectivity or
objectivity as congelations ofhuman labor per se. (MEGA, 2.6:30)

As a consequence,

aproduct oflabor, considered in isolation, is not value, nor is it a com-
modity. It only becomes value in its unity with another product oflabor.
(MEGA, 2.6:31)

With this we also come closer to the “phantom-like” (better trans-
lated: spectral) character of value-objectivity that Marx spoke of at the
beginning of Capital. The substance of value is not something that two
commodities have in common in the way, for example, that both a fire
truck and an apple have the color red in common. Both are red even in
isolation from each other, and when they are placed alongside each other,
we detect that they have something in common. The substance ofvalue,
and thus the value-objectivity, is something only obtained by things when
they are set into relation with one another in exchange. It’s as if the fire
truck and apple were only red when they’re actually standing alongside
one another, and had no color when separated (the fire truck in the fire
station, the apple hanging from an apple tree).
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Normally, objective properties of things are inherent, regardless of
their relationship to other things. We do not regard properties of things
that only exist in a specific connection to other things as objective, inher-
ent properties ofthose things, but rather as relations. If soldier A is com-
manded by staff sergeant B, then A is a subordinate and B is a superior.
The property ofbeing asubordinate or a superior arises from the specific
relationship between A and B within a military hierarchy, but are not in-
herent to them as people outside ofthis hierarchy.

In the case of value, a property that only exists within a relationship
appeals to be an objective property that is also inherent outside of this re-
lationship. Ifwe attempt to locate this objectivity outside of the exchange
relationship, it eludes our grasp. The objectivity ofvalue is quite literally a
“spectral objectivity.”

Traditional Marxism was also taken in by the illusion that value was a
property ofan individual commodity. The substance ofvalue was under-
stood in a “substantialist” way, as a property ofan individual commodity.
The magnitude of value was also understood as a property of an indi-
vidual commodity and it was believed to be determined, independent
of the exchange process, by the quantity of socially necessary labor-time
expended in the production of the commodity. Conceptions that empha-
sized the importance of exchange were accused of advancing a circula-
tion theoiy of value, and thus of approaching value by placing emphasis
on a supposedly negligible aspect.

However, even the question as to whether value and the magnitude
of value are determined in the sphere of production or in the sphere of
circulation (the sphere ofbuying and selling) is the result ofa fatal reduc-
tion. Value isn’tjust “there” after being “produced” someplace. In the
case ofa bread roll, one can at least pose the question (even ifthe answer
Is somewhat obvious) as to where it comes into existence—in the bakery
or in the act ofpurchase over thfe sales counter. But value isn’ta thing like
the bread roll, but rather a social relationship that appears as a tangible
characteristic ofathing. The social relationship that is expressed in value
and the magnitude ofvalue is constituted in production and circulation,
50 that the “either/or” question is senseless.
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The magnitude of value is not yet determined before exchange, but
also does not emerge coincidentally during the exchange act. It is the
result of the threefold reduction, outlined in the previous section, of pri-
vately expended individual labor to abstract labor. The magnitude of
value ofa commodity is not simply a reladonship between the individual
|labor ofthe producer and the product (which is what the “substantialist”
conception of value amounts to), but rather a relationship between the
individual labor of producers and the total labor of society. Exchange
does not produce value, but rather mediates this relation to the total labor
of society. However, in a society hased upon private production, this act
ofmediation can only occur in the act of exchange, and nowhere else.1

Prior to being exchanged, the magnitude of value can only be more
or less estimated. This estimation is also responsible for whether a com-
modity producer takes up production. But the estimation of a value is
in no way the same thing as the existence of this value, a painful fact that
some producers experience firsthand.

These considerations should make it clear that Mane’s use of the term
“substance ofvalue” should not be understood in a “substantialist” way, in
the sense that a substance is present within individual things. Objectivity
as value is not a tangible aspect ofan individual commodity. Only with the
act of exchange does value obtain an objective value form, thus the impor-
tance of die “value form analysis” for Marx’s theory ofvalue.2

3.5 The Form of Value and Money
(Economic Determinate Form)

With the analysis of the form of value, Marx claims to accomplish some-
thing that has no counterpart in bourgeois economy. He writes:

Everyone knows, ifnothing else, that commaodities have acommon value-
form, which contrasts in the most striking manner with the motley natu-
ral forms of their use-values. | refer to the money form. Now, however,
we have to perform a task never even attempted by bourgeois economics.
That is, we have to show the origin [Genesis] of this money-form, we
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have to trace the development ofthe expression ofvalue contained in the
value-relation of commodities from its simplest, almost imperceptible
outiine to the dazzling money-form. (Capital, 1:139)

This sentence has been frequently understood as if Marx’s intent is
to trace, ata high level of abstraction, the historical emergence of money,
starting from the simple exchange of products. But if that were the case,
then his attempt to distinguish himself from bourgeois economics by
claiming to accomplish something that the latter never even attempted
would be completely exaggerated. Even in Marx’s time such abstract-
historical sketches belonged to the standard repertoire ofeconomists.

But let us recall that in the first sentence of Capital Marx clearly states
that his intent is not to analyze a precapitalist commodity, but rather the
commodity as it exists in capitalism (see the beginning of section 3.1
above). Hence it is clear that with the phrase “origin” (Genesis) he does
not mean the historical emergence ofmoney, but rather a conceptual rela-
tionship of development. He is not concerned with the historical devel-
opment of money (not even in a completely abstract sense) but with a
conceptual reconstruction of the connection between the “simple form
ofvalue” (a commodity expressing its value through another commodity)
and the “money form.” This is a relation that exists within contemporary
capitalism. More generally, the question is whether money in a commod-
ity-producing society is merely a practical aid (which is otherwise basi-
cally dispensable) or whether money is in fact a necessity.

In Marx’s time, this question was not a merely academic one. Various
socialist tendencies, in devising alternatives to capitalism, aspired to a
society in which private commodity production would continue to ex-
ist, but money would be abolished and replaced by certificates ofentitle-
ment to goods or slips denoting hours ofperformed labor. The proofthat
money and commodity production are inseparable was also intended as a
critique of such tendencies.

In his analysis of money, Marx proceeds in three steps.

1. First, in a form analysis (meaning that form determinations are ana-
lyzed while disregarding the commodity owners), the general equiva-
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lent form (respectively, the money form) of value is developed as a
necessary form of value.

2. Subsequently, the activity of commodity owners is dealt with: actual
money, which must correspond to the determinants of the general
equivalent form, first emerges on the basis of such activity.

3. Finally, the various functions that money assumes within “simple
circulation” (meaning the circulation of commodities and money,
abstracting from capital) are developed.

Bourgeois economics usually begins its treatments ofmoney by enu-
merating the various functions of money. That money exists at all is ex-
plained with the argument that without money itwould be rather difficult
to organize exchange, that is, the justification occurs at the level of the
activity of commodity owners. Form-analytical considerations about the
connection between value and value-form cannot be found at all within
bourgeois economics, yet this connection is exactly the “Genesis” that
Marx spoke ofin the above quotation.

However, many Marxists have difficulties understanding Marx’s anal-
ysis. Substantialist interpretations, by hourgeois economists, normally
place emphasis upon thefunctions of money and are generally at a loss
to deal with the conceptual development of the money form and money.
But even non-substantialist interpretations often ignore the differences
between the first two steps: the conceptual development of the money
form, and the conceptual development of actual money. We'll deal with
the first step in this subsection and handle steps 2 and 3 in the following
two subsections.

Marx begins the analysis of the value form with the examination ofthe
“simple, isolated, or accidental form ofvalue.” This is the expression of
acommodity’s value in another:

x commodity A =y commodity B
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Or Marx’s famous example:
20 yards oflinen = 1 coat

The value of the linen is expressed, and the coat serves as a means of
expressing the value of the linen. Both commodities thus play completely
different roles in the form of expression of value, and Marx assigns dif-
ferent terms to these roles. The value of the first commodity (linen) is
expressed as “relative value” (meaning in relation to something else); this
commodity is in the relativeform ofvalue. The second commodity (the
coat) serves as an “equivalent” for the value of the first commodity; itis in
the equivalentform ofvalue.

In the simple expression ofvalue, only the value ofone commodity can
be expressed at any given time; only the value of the linen is expressed—
as a specific quantity of coat. The value of the coat, on the other hand, is
not expressed. However, the expression of value—“20 yards oflinen are
worth one coat”—also implies the reverse: “One coat is worth 20 yards
oflinen.” Now the coat is in the relative form ofvalue and the linen is in
the equivalent form.

Value cannot be grasped within an individual use value; it only ob-
tains a tangible form in the expression of value: the commodity that ap-
pears as the equivalent form (commodity B) now has the status of being
the embodiment of the value of the commodity in the relative form of
value (commodity A). But considered in isolation, the second commod-
ity isjust as much a use value as the first commodity. However, within the
expression ofvalue, the second commodity in the equivalent form plays a
specific role. It has the status not only of being a particular use value, but
also counts simultaneously, in its manifestation as use value, as a direct
embodiment of value: “Hence, in the value-relation, in which the coat
is the equivalent of the linen, the form of the coat counts as the form of
value” (Capital, 1:143).

The value ofthe linen only acquires an objective form because the val-
ue assumes the form of the coat; the value of the linen becomes tangible,
visible, and measurable as a specific quantity of coat. Marx summarizes
this as follows:
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The internal opposition between use-value and value, hidden within the
commodity, is, therefore, represented on the surface by an external oppo-
sition, i.e. by a relation between two commodities such that the one com-
modity whose own value is supposed to be expressed, counts direcdy
only as a use-value, whereas the other commaodity, in which that value is
to be expressed, counts directly only as exchange value. (Capital, 1:153)

Value is something purely social; it expresses the equal social valid-
ity of two completely different concrete acts of labor, and it is therefore
a specific social relationship. This social relationship acquires, in the
equivalent form, the shape ofa thing; in our example, value appears to be
directly idendcal with a coat. The coat counts as an embodiment ofvalue,
but only within the form of expression ofvalue. That the coat has differ-
ent properties within the form ofexpression ofvalue than it does outside
ofitis still clear in the case of the coat. With regard to money, however,
this is no longer obviously visible.

The simple form of value expresses the value of commodity A in an
object, makes it tangible and measurable, but is nonetheless insufficient,
since it only relates commodity A to asingle commodity, commodity B,
and does not yet relate commodity A to all other commodities.

If we now consider the value relationship of commodity A (in this
case the linen) to all other commodities, then we obtain the “total or ex-
panded form of value”:

20 yards of linen are worth 1 coat,
20 yards oflinen are worth 10 Ibs. of tea,
20 yards of linen are worth 40 Ibs. of coffee, etc.

The value of the linen now stands in relation to the entire world of
commodities (and notjust to a single commodity), and at the same time
Hbecomes clear that the value of the commodity is indifferent toward the
particular form of use value in which it is expressed: a coat, but also tea
and coffee and so forth, can serve as the embodiment of the value of the
linen. The value of the linen remains the same, whether it is manifested
hi a coat or in coffee. Thus it also becomes clear that the quantitative
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exchange relationship is in no way coincidental, a fact that was not yet
visible in the case ofthe simple form ofvalue.

However, the expanded form of value is also inadequate: the expres-
sion of the value of commodity A is incomplete and without closure.
Furthermore, the expressions of value are heterogeneous; we have mul-
tiple specific equivalent forms that mutually exclude each other.

The total form of value is nothing other than a series of simple forms
of value. But every single one of these simple forms of value contains
within itselfits own inversion. Ifwe reverse the series of simple forms of
value, we acquire the “general form ofvalue”:

1lcoatis
10 Ibs. of tea are
40 Ibs. of coffee are

The value of commodities is now expressed in asimple and unifiec
form, because asingle commodity, the “general equivalent,” serves as an
expression of value for all other commodities. So this form performs a
decisive function:

Through its equation with linen, the value of every commodity is now
not only differentiated from its own use-value, but from all use-values
generally, and is, by that very fact, expressed as that which is common to
all commodities. By thisform, commaodities are, for thefirst time, really
brought into relation with each other as values. (Capital, 1:158; empha-
sis added)

The value-objectivity (Wertgegenstandlichkeit) is not an inherent
property of any individual commodity but rather a social characteristic,
because it expresses the relationship of individual commodities (or, re-
spectively, the individual acts of labor producing these commodities) to
the entire world of commodities (respectively, the total labor of society).
Thus, not only does value necessitate an objective form ofvalue, it neces-
sitates a form of value that expresses this social character, and this is first
accomplished with the generalform ofvalue.
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The specific social character of the general form ofvalue is shown in
afurther quality that distinguishes the general form of value from both
the elementary and the expanded form of value. “In both cases, it is the
private task, so to speak, of the individual commodity to give itselfaform
ofvalue.” But now:

The general form ofvalue, on the other hand, can only arise as thejoint
contribution of the whole world of commodities. A commodity only ac-
quires a general expression ofits value if, at the same time, all other com-
modities express their values in the same equivalent; and every newly
emergent commodity must follow suit. It thus becomes evident that be-
cause the objectivity of commaodities as values is the purely “social exis-
tence” of these things, it can only be expressed through the whole range of
their social relations. (Capital, 1:159; emphasis added)

What becomes evident here is something that is not clear to everyday
consciousness, but is first apparent as a result of scientific analysis: the so-
cial character ofvalue expresses itselfin a specifically social form ofvalue.

Value and magnitude of value—which are actually not properties of
an individual commodity—can now, with the help of the general equiva-
lent, be expressed so that it seems as if they were simple properties of
individual commodities. Qualitatively, the value of coats (or tea, coffee,
etc.) consists in their equality with linen: the value of a coat (or 20 Ibs. of
tea, 40 Ibs. of coffee, etc.) is 20 yards of linen.

The moneyform is ultimately distinguished from the general form of
value merely by the fact that the equivalent form has coalesced “by social
custom” with the specific natural form of a particular commodity (his-
torically this has been gold, and to a lesser extent silver). This commaodity
thus becomes the “money commodity.”

The reference to “social custom” makes it clear that with the money
form, we find ourselves at the level of the activity of commodity owners.
Up to now, commodity owners have not been discussed. The commodity
form of the product of labor and the exchange relations of commodities
have been observed, but not the exchange acts ofcommodity owners.
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3.6 Money and Exchange
(Activity of Commodity Owners)

Only with the second chapter of Capital does Marx deal explicitly with
commodity owners and their activity: as commodity owners, people are
merely representatives of commodities. For that reason, the commodity
had to be examined first.

Ifone considers only the exchange relation of commodities, then ev-
ery commodity effectively serves as a manifestation of the value of every
other commodity for which it can be exchanged. The commodity owner,
however, does not wish to exchange his commodity for any arbitrary com-
modity, but rather for definite, particular commodities. For him, the com-
modity he owns is not a use value, and its exchange should provide him
with the use value he requires. The commodity owner therefore would
like to treat his own commodity like a general equivalent that can be di-
rectly exchanged for all other commodities. But since every commodity
owner wants this from his commodity, no commaodity is ageneral equiva-
lent. For this reason, the commodity owners in the process of exchange
are apparently faced with an irresolvable problem. Marx summarizes the
actual solution rather incisively:

In their difficulties our commodity-owners think like Faust: “In the be-
ginning was the deed.” ("'Ini Anfang war die To"—Goethe, Faust, Part 1,
Scene 3.) They have therefore already acted before thinking. The natural
laws ofthe commodity have manifested themselves in the natural instinct
of the owners of commodities. They can only bring their commodities
into relation as values, and therefore as commaodities, by bringing them
into an opposing relation with some one other commodity, which serves
as the universal equivalent. We have already reached that result by our
analysis ofa commodity. [The form analysis undertaken by Marx in the
first chapter that we dealt with in the previous section. —M.H.] But only
the action ofsociety can turn a particular commodity into the universal
equivalent. The social action of all other commodities, therefore, sets
apart the particular commodity in which they all represent their values.
The natural form of this commodity thereby becomes the socially recog-
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nized equivalent form. Through the agency of the social process it be-
comes the specific social function ofthe commodity which has been set
apart to be the universal equivalent. It thus becomes—money. (Capital,
1:180-81; emphasis added)

The analysis of the commodity revealed the necessity of the general
equivalentform. In order to behave toward things as commodities, that is,
to relate things to each other as values, the owners of commodities must
relate their commodities to a general equivalent. Their “social act” must
make a commodity into a general equivalent and thus real “money.”

The people engaged in exchange are “free” in their activity, but as com-
modity owners they must follow the laws imposed by the nature of commod-
ities. As Marx already observed in the preface to Capital, individuals only
enter the stage insofar as they are “personifications ofeconomic categories”
(1:92). If the analysis begins by considering the activity and consciousness
ofcommodity owners, then the social context that needs to be explained has
been taken for granted. This is the reason why it was necessary for Marx to
distinguish between theform determinants ofthe commodity and the activ-
ity ofcommodity owners, and initially depict the form determinants as such,
since they are the given preconditions for the activity and considerations of
the commodity owners—who then continually reproduce these conditions
through their own activity (see section 3.2 above).

Really existing money is a result of the activity of commodity own-
ers, but in no way rests upon asilent contract, asJohn Locke, one of the
most important philosophers of the early bourgeois era, thought. Money
is not simply introduced with deliberate consideration in one go, which
is what economists who argue that money is used as a means of simplify-
ing exchange assume. Commodity owners, emphasized Marx, "already
acted before thinking™; their activity necessarily brings about money as
a result—otherwise, it is not at all possible to relate commodities to one
another as values. 4

So money is in no way merely a helpful means of simplifying ex-
change on the practical level and an appendage of value theory on the
theoretical level. Marx’s value theory is rather a monetary theory o fvalue-.
without the value form, commodities cannot be related to one another
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as values, and only with the money form does an adequate form of value
exist. “Substantialist” conceptions of value, which attempt to establish 1
the existence ofvalue within individual objects, are pre-monetary theories
ofvalue. They attempt to develop a theory of value without reference to
money. Both the labor theory ofvalue of classical political economy and
the theory of marginal utility of neoclassical economics are pre-monetary
theories ofvalue. The usual “Marxist” value theory that alleges that value
is already completely determined by “socially necessary labor-time” is
also a pre-monetary value theory.5

3.7 The Functions ofMoney, the Money Commodity, and the
Contemporary Monetary System

Marx distinguishes between three fundamental functions of money that
arise from the “simple circulation” of commodities and money. If one
considers the total process of capitalist production and reproduction,
there are additional functions of money (see chapter 8 below).

The first function of money consists of serving as the general measure
ofvalue; the value of every commodity is expressed as a specific quantity of
money.

Commodities are values as “crystals” of their common substance, j
abstract labor. So it is not money that makes commodities commensu-
rable but the common reference to abstract labor. Marx therefore notes:
“Money as a measure ofvalue is the necessary form of appearance of the
measure of value which is intrinsic to commodities, namely labour-time”
(Capital, 1:188).

But with this, the question is also posed as to why value cannot be im- \
mediately expressed in labor-time, or why money does not directly rep-
resent labor-time. Marx very briefly deals with this question in Capital
in a footnote and refers to his earlier text of 1859, A Contribution to the
Critique ofPolitical Economy. In this text he wrote:

Commodities are the direct products ofisolated independent individual
kinds oflabour [vereinzelter unabhéngiger Privatarbeiten], and through
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their alienation [EntauRerung] in the course of individual exchange they
must prove that they are general social labour, in other words, on the
basis of commodity production, labour becomes social labour only as a
result of the universal alienation [EntduBerung] of individual kinds of
labour. (MECW, 29:321-22; emphasis added)

That which can be measured by a clock is always just the individual
private labor expended before the act ofexchange. As noted in the section
concerning abstract labor, only with exchange can it be shown how much
of this privately expended labor was actually value-constituting and thus
valid as an element of social labor-time. Value-constituting labor-time (or
the magnitude of abstract labor) cannot be measured before, only during
exchange—and when the values of all commodities are set into relation
with one another, then this act of measuring can only be conducted by
means of money. For that reason, Marx can speak of money as the “neces-
sary” form of appearance of the immanent value measurement by labor-
time: value-constituting labor-time cannot be otherwise measured except
through money.%6

The expression of the value of a commodity in money terms is its
price. To specify the price of a commodity there must be a clear under-
standing of what functions as money (gold, silver, a paper note), but the
money must not necessarily be at hand, it merely serves here in an “imag-
inary or ideal capacity” (Capital, 1:190).

The magnitude ofvalue of acommodity is expressed in its price—and
this is the only possibility for the magnitude ofvalue to be expressed. Ifthe
magnitude of a commodity’s value changes, if there is a new relationship
of the individually expended labor to the total labor of society, then the
price of the commodity also changes. However, the reverse is not the case:
not every price is the expression ofaspecific magnitude ofvalue, nor does
every change in price indicate a change in the magnitude ofvalue.

Things “without value,” meaning those things that are not products
of “abstract labor,” can also have a price. That can be the case for both
economically irrelevant issues (for example, the price ofanoble title) and
for quite important ones (for example, the price of a stock option, that is,
the price of the right to buy a stock under guaranteed conditions).
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The change in price ofasingle commodity can also indicate a change
in its magnitude ofvalue, but it can also be a sign of especially fortunate
or unfortunate circumstances (momentary shifts in supply and demand)
under which the commodity is sold. The simultaneous change in the
price ofall commodities, that is, achange in the price level, generally does
not indicate a change in all magnitudes of value, but rather a change in
the value of money: the devaluation of money is reflected in ageneral rise
in prices (inflation), while a rise in money’s value is reflected in a general
decline in prices (deflation).

Inwhat follows, it is mostly assumed that commodities are exchanged
“at their true values.” This means that we disregard momentary fluctua-
tion and the prices of commodities are assumed to be adequate expres-
sions of their value. However, in section 7.2 we will see that under nor-
mal capitalist conditions, commodities are not exchanged at their values,
meaning that normal prices are not solely the expression of the magni-
tude ofvalue of commodities.

The secondfunction of money is as a means of circulation, which me-
diates the actual exchange of commodities. In exchange, the owner of
Commodity A (for example, a weaver who produces linen), whose com-
modity does not represent a use value to him, wants to transform it into
Commaodity B (for example, a chair) whose use value is ofinterest to him.
He sells the linen for 20 euros and subsequently purchases a chair with
these 20 euros. Marx describes this process as the “metamorphosis ofthe
commodity” (for the weaver, the linen has been transformed into a chair).

The material substance of this metamorphosis is the substitution of
one use value by another. Marx also speaks of the “social metabolism.”
The result is the same as that of asimple act of swapping linen for a chair.
However, theform of this process is completely different, and this differ-
ence of form is precisely the point here.

As distinct from a simple swap, the metamorphosis of the commodity
is mediated by money; the process has the form Commodity—Money—
Commodity (C—M—C), or concretely from the standpoint of the weaver,
linen—money—chair.

What is for the weaver the first act of the process, C—M, the trans-
formation of the linen into money, is for the possessor of the money who
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buys the linen the conclusion of the metamorphosis of his original com-
modity. The purchase ofthe chair presents itselfto the weaver as the con-
clusion 0f his commodity’s metamorphosis, and in contrast, for the car-
penter who sells the chair, this act is the beginning of the metamorphosis
of the commodity.

The metamorphoses of commodities are labyrinthine and never-
ending: in their totality they constitute the circulation of commodities.
The simple exchange of products—use value for use value—is in contrast
merely a two-sided aifair, which is exhausted in the individual act of ex-
change. The circulation of commodities and the exchange of products
are thus fundamentally different.

The fact that the interrelation of various individual acts is estab-
lished through money in the circulation of commodities (as opposed to
mere exchange of products), also means reciprocally that the interven-
tion of money also contains the possibility of the interruption of this
cohesion. Ifthe weaver sells his linen, but holds on to the money with-
out buying anything, then not only is the metamorphosis of his own
commaodity, the linen, interrupted, but so is the metamorphosis of other
commodities (for example, the chair). The possibility of interruption
and therefore of crisis is inherent to the mediation of the social circula-
tion of matter through money. But for the mere possibility of crisis to
become an actual crisis, a series of further circumstances must come
into play (discussed in chapter 9).

The metamorphosis of the commodity, C—M—C, begins with one
commodity and ends with a different commodity of the same value but
a different use value. The commodity emanates from a particular com-
modity owner and returns to him in a different physical form. To that
extent, the commodity is part of an act of circulation. The money that
mediates this circulation, on the other hand, traces an orbit: during the
first act, C—M, the commodity owner receives money, but only in order
to spend it again (under normally functioning circumstances ofcommod-
ity circulation) and complete the subsequent act of M—<C. In its function
as a means of circulation, money constandy remains within the sphere of
circulation. However, merely symbolic money is sufficient for circulation,
since the commodity owners are only concerned with the commodities
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that they can buy with it, and money can be substituted for mere “sym-
bols ofvalue” that are themselves without value (such as paper bills).

Only with its thirdfunction does money ultimately function as real
money, as the magnitude of value money does not actually have to be
present, and ideal money is sufficient; as a means ofcirculation money
has to be present, but symbolic money is sufficient. Only as a unity of
magnitude of value and means of circulation is money really money, that
is, an independent embodiment ofvalue, and this implies a series of new
determinations.

Whereas the various commodities in their material existence repre-
sent particular use values and their value (“abstract wealth™) can only be
imagined, real money is the “material being of abstract wealth” (MECW,
29.358, corrected translation). Whatever material object functions as
money counts as a thing ofvalue in its immediate material existence. As a
thing of value, it can be exchanged at any time for any other commodity,
and can thus be transformed into any use value. Real money is therefore
“the material symbol of physical wealth” (MECW, 29:358).

Real money, meaning money as an independent manifestation of
value, has very specific functions. It functions as a hoard, as a means of
payment, and as universal money.

As ahoard, money iswithdrawn fromcirculation. Itno longer mediates
the circulation of commodities, but instead serves as an independent
manifestation of value outside the process of circulation. In order to
hoard, a commodity owner sells commodities without engaging in a
subsequent act of purchase. The goal of the sale is to hold on to money
as an independent manifestation of value. Every commodity producer,
in order not to postpone his own purchases until his commodities are
sold (or in order to ensure against his failure to sell a commodity), is
dependent upon asmaller or greater hoard of money.

In its function as a means of payment, money also acts as an
independent manifestation of value. If a commodity is not paid for at
the moment of purchase but later, then the buyer becomes a debtor, and
the seller becomes a creditor. Money does not function here as a means
of circulation that mediates a purchase but as a means of payment that
concludes apurchase that has already happened. (The phrase “means of
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payment” is used by Marx only in this sense; in contemporary everyday
usage, as well as in contemporary economics, any money used to pay
for purchase is described as a means of payment, regardless of whether
payment is made immediately or later.) If money is used as a means of
circulation, then the commodity owner initially engages in an act of sale,
a__He then subsequendy makes apurchase, and consummates M—C.

In the case of money being used as a means of payment, the sequence is
reversed: first the commodity owner makes a purchase, then he engages
in a sales act to obtain the money for meeting his payment obligations.
Acquiring money as the independent manifestation of value is now the
function of the sale.

Finally, money functions as world money on the world market. On
the world market, money can be used as a means of circulation in order
to mediate a sale, as a means of payment, for concluding a sale, or as
“the universally recognized social materialization of wealth (Capital,
1:24) when not used for sale or payment, but to transfer wealth from one
country to another (for example, after awar).

In Capital, Marx assumes that money always has to be linked to a
particular commodity. During Marx’s time, gold played the role of this
“money commodity.” But even back then, it was hardly the case that
pieces of gold were widely used in everyday commerce; small sums
were paid with silver or copper coins, larger sums with 4banknotes.
Banknotes were originally issued by individual banks, which promised
to honor the notes in gold. Ultimately, banknotes were only issued by
state central banks, which also promised to honor the notes in gold.
As a rule, the central banks of individual countries were not allowed to
print an arbitrary amount of banknotes, but rather had to ensure that
the banknotes were covered by a proportionate amount of gold reserves.
Gold was hardly circulated, but the paper money in circulation acted as
arepresentation of gold.

At the end ofthe Second World War, at aconference in Bretton Woods,
New Hampshire, an international currency system was agreed upon that
was still based upon agold standard. But only the U.S. dollar was covered
by gold, thirty-five dollars corresponding to an ounce of gold. All other
currencies had afixed exchange rate to the dollar. However, the obligation
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to honor dollars in gold was not valid for private individuals, only for
state central banks. At the end of the 1960s, it had become clear that the
massive amount ofdollars in circulation had rendered the coupling of the
dollar to gold a fiction. At the beginning of the 1970s, the gold standard
was formally abolished, as were fixed currency exchange rates.

Since then, there is no longer any commodity that functions at a
national or international level as a money commodity. Now, money is
essentially the paper money issued by the state central banks, and there
is nothing for which this paper money can be redeemed. Ofcourse, one
can still buy gold with this paper money, but now gold is just another
commodity like silver or iron, and no longer plays the special role of a
money commodity, neither legally nor by default.

Marx could not imagine a capitalist money system existing without a
money commaodity, but the existence of such a commodity is in no way
a necessary consequence of his analysis of the commodity and money.
Within the framework ofthe analysis ofthe commodity form, he developed
the form-determinations of the general equivalent, and the analysis ofthe
exchange process yields the result that commodity owners do in fact have
to relate their commodities to a general equivalent. But that the general
equivalent must be a specific commodity was not proven by Marx, merely
assumed. That which serves as a general equivalent (whether an actual
physical commodity or merely paper money) cannot be determined at
the level of simple commodity circulation (for a more extensive analysis,
see Heinrich 1999,233). Only when the capitalist credit system is taken
into consideration (see section 8.2 below) does it become clear that the
existence ofamoney commodity is merely a historically transitional state
of affairs, but does not correspond to “the capitalist mode ofproduction,
in its ideal average” that Marx sought to analyze (see section 2.1 above).

3.8 The Secret ofthe Fetishism of Commodities and Money
The final section of the first chapter of Capital is titled “The Fetishism

of the Commodity and Its Secret.” The term “commodity fetish” has
enjoyed a certain amount of propagation since Marx’s time, but is not
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always used and understood in away referring to phenomena dealt with
by Marx. Marx did not use the term “commodity fetish” to describe how
people in capitalism place an undue importance upon the consumption
of commodities, or that they make a fetish out of particular commodities
that serve as status symbols. The term also does not refer to making a
fetish of brand names. There is no “secret” behind possessing expensive
commodities as status symbols that needs to be deciphered.

It is often the case that the commodity fetish is characterized solely as
astate of affairs in which the social relationships between people appear
as social relationships between things (the relationships of those engaged
in exchange appear as a value relationship between the products being
exchanged), so that social relationships become the property of things.
But if we leave it at that, then fetishism appears to be merely a mistake:
people ascribe false properties to the products of their labor and fail
to see that “in reality” a social relationship between people lies behind
the relationship between things. Fetishism would therefore be a form of
“false consciousness” that merely conceals the “real conditions.” I7If that
were the case, then this false consciousness must disappear once the real
conditions have been explained. In this reductionist conception of the
commodity fetish, important points of Marx’s analysis are lost. We will
therefore deal with Marx’s argumentation in great detail. To offer a better
overview, the following is divided into lettered sections.18

a. One must first pose the question, where can we pinpoint the “secret”
that Marx speaks of in the section heading and that he seeks to deci-
pher? Marx commences with the following:

A commodity appears at first sight an extremely obvious, trivial thing.
But its analysis brings out that it is a very strange thing, abounding in
metaphysical subtleties and theological niceties. (Capital, 1:163, em-
phasis added)

The commodity is thus only a “very strange” and mysterious thing
not in terms of everyday perception, but as a result of the analysis
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(as rendered thus far). A table, for example, is “an ordinary, sensous
thing. But as soon as it emerges as a commodity, it changes into a
thing, which transcends sensuousness" (Capital, 1:163). This transla-
tion is wrong, Marx literally writes that as a commodity it is changed
“into a sensuous extrasensory thing” (sinnlich tGbersinnliches Ding).

To our everyday perception, a table is above all a particular use
value. As a commodity, it also has a particular value. Both aspects are
not at all mysterious to our spontaneous, everyday consciousness.
And the notion that the magnitude of value depends upon the vol-
ume of expended labor-time may be accepted or contested, but the
circumstance itselfis in no way mysterious. The “sensuous extrasen-
sory” character of the commodity is first made clear by analysis: the
analysis shows that the value-objectivity of the commodity cannot be
expressed within the commodity itself (and is therefore “extrasen-
sory,” that is, a “spectral objectivity”) but only in another commodity
that effectively acts as a direct embodiment of value. The substance
ofvalue, abstract labor, was demonstrated to bejust as elusive as the
objectivity ofvalue. The analysis has thus unearthed a number of dis-
concerting findings.

Marx then asks, “Whence, then, arises the enigmatic character of the
product of labour, as soon as it assumes the form of commodities?,”
and formulates the following answer:

Clearly it arises from this form itself. The equality of the kinds ofhuman
labour takes on aphysical form in the equal objectivity ofthe products of
labour as values; the measure ofthe expenditure ofhuman labour-power
by its duration takes on the form of the magnitude of the value of the
products of labour; and finally the relationships between the producers,
within which the social characteristics of their labours are manifested,
take on the form ofa social relation between the products of labour.

The mysterious character of the commodity-form consists therefore
simply in the fact, that the commodity reflects the social characteristics of
men’%own labour as objective characteristics o fthe products o flabour them-
selves, as thesocio-natural properties [gesellschaftliche Natureigenschaften]
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of these things. Hence it also reflects the social relation ofthe producers to
the sum total of labour as a social relation, which exists apartfrom and
outside the producers. (Capital, 1:164-65; emphasis added)

In every social form of production characterized by a division of
labor, people stand in a particular social relationship to one another.
In commodity production, this social relationship between people
appears as a relationship between things: it is no longer people who
stand in a specific relationship with one another, but commodities.
People’s social relationships therefore appear to them as “socio-nat-
ural properties” of the products of labor: what Marx means can be
demonstrated using the example of value: on the one hand it is clear
that “value” is not a natural property of things like weight or color,
but on the other, for the people in a commodity-producing society,
it seems as if things in a social context automatically possess “value”
and therefore automatically follow their own objective laws to which
humans must submit. Under the conditions of commodity produc-
tion, things take on a life of their own, for which Marx only finds a
suitable comparison in the “misty realm of religion”: in religion, it
is the products of the human mind that take on a life of their own,
whereas in the world of commodities it is the “products of men’s
hands” that do so:

I call this the Fetishism which attaches itselfto the products oflabour, as
soon as they are produced as commodities, and is therefore inseparable
from the production of commodities. (Capital, 1:165)

c. Iffetishism “attaches itself” to commodities, then it must be some-
thing more than simply a case of false consciousness; the fetishism
must also express an actual situation. And, under the conditions of
commodity production, producers do not relate to one another in a
direct, social way; they first enter into a relationship with one another
during the act of exchange—through the products of their labor.
That their social relationship to one another appears as a social rela-
tionship between things is therefore not at all an illusion. To those
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engaged in exchange, writes Marx, “the social relations between their
private labours appear as what they are, i.e. they do not appear as
direct social relations between persons in their work, but rather as
material [dinglich\ relations between persons and social relations
between things” (Capital, 1:166, emphasis added).

That things have social characteristics under the conditions ofcom-
modity production is in no way wrong. What is wrong is the assump-
tion that they possess these social characteristics automatically, in
every social context. Fetishism does not consist of products of labor
being regarded as objects of value—in bourgeois society, products
of labor that are exchanged are in fact objects of value—but this
objectivity of value is considered a “self-evident and nature-imposed
necessity” (Capital, 1:175).

What must interest commodity owners first and foremost is the value
of their commodities. These values are the objective expression of a
social connection produced by humans, but not transparent to them.

Men do not therefore bring the products of their labour into relation
with each other as values because they see these objects merely as the
material integuments of homogeneous human labour. The reverse is
true: by equating their different products to each other in exchange as
values, they equate their different kinds oflabour as human labour. They
do this without being aware ofit. (Capital, 1:166, emphasis added)

Commodity producers produce their social connection precisely
not as a result of a particular awareness concerning the connection
between value and labor, but independent ofsuch awareness. Itwould
therefore be completely wrong to understand Marx’s theory of value
as claiming that people exchange their commodities according to
their values because they know how much labor is contained within
the individual products. It is Marx’s intent to show that humans act
without being aware of the conditions of their action.

This unconsciously produced fetishism is not simply a state of false
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consciousness, but rather possesses material force. Whether my indi-
vidually expended labor is recognized as a component of the total
labor of society, and to what degree, is not information provided to
me directly by society, but by the value of my commodity in exchange.
And my prosperity or misfortune depends upon this information. But
the magnitudes of value of commodities

vary continually, independently ofthe will, foreknowledge and actions of
the exchangers. Their own movement within society hasfor them theform
ofa movement made by things, whichfarfrom being under their control,
infact control them. (Capital, 1:169-70; emphasis added)

The value of commodities is an expression ofan overwhelming social
interaction that cannot be controlled by individuals. In a commodity-
producing society, people (all ofthem!) are under the control ofthings,
and the decisive relations of domination are not personal but “objec-
tive” (sachlich). This impersonal, objective domination, submission to
“inherent necessities,” does not exist because things themselves pos-
sess characteristics that generate such domination, or because social
activity necessitates this mediation through things, but only because
people relate to things in a particular way—as commodities.

f. That this objective domination (sachliche Herrschaft) and the objec-
tification of social relationships to properties of things is a result of a
specific behavior ofhumans is not transparent to everyday conscious-
ness. For this spontaneous consciousness, “forms which stamp prod-
ucts as commodities ... possess the fixed quality of naturalforms of
social life” (Capital, 1:168; emphasis added). In addition to everyday
consciousness, classical political economy (and modern neoclassi-
cal economics) labors under the delusion of these forms. However,
this delusion is not the result of the subjective delusion of individual
economists. Marx emphasizes that this delusion is itselfbased upon a
specific objectivity and therefore has a certain necessity:

The categories of bourgeois economics consist precisely of forms ofthis



AN INTRODUCTION TO KARL MARX’S CAPITAL

kind. They axeforms ofthought which are socially valid, and therefore
objective [gesellschaftlich giiltige, also objektive Gedankenformen] .for the
relations of production belonging to this historically determined mode
of social production, i.e. commodity production. (Capital, 1:169; em-
phasis added)

These “objective forms of thought” constitute what individual
economists perceive as a matter of course to be the immediate, obvi-
ous object of political economy. In this passage it becomes clear what
Marx meant by “critical exposé of the system of the bourgeois econ-
omy” in his letter to Lassalle (quoted in section 2.2): the critique of
bourgeois categories is not an abstract exercise in the philosophy of
science, but is rather inseparable from it.

The various schools of political economy do not engage in debate
concerning theform-determinations oftheir subject matter, but rather
concerning the content of these form-determinations. In contrast,
Marx renders a fundamental critique, a critique applied to the foun-
dations ofbourgeois economics: Marx criticizes forms that are always
presupposed by bourgeois economics:

Political economy has indeed analysed value and its magnitude, how-
ever incompletely, and has uncovered the content concealed within these
forms. But it has never once asked the question why this content has
assumed that particular form, that is to say, why labour is expressed in
value, and why the measurement oflabour by its duration is expressed in
the magnitude ofthe value ofthe product. (Capital, 1:173-74)

Because value-objectivity (Wertgegenstandlichkeit) is a result of very
specific behavior by human beings, namely producing things privately
and exchanging them, this correlation is not apparent to either spon-
taneous, everyday consciousness or to political economists. Both see
in the commodity form a “socio-natural property” (gesellschaftliche
Natureigenschaft). In this respect, both everyday consciousness and
the science of economics remain imprisoned within this fetishism.
As Marx makes this fetishism recognizable, he not only provides the
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foundations for a critique of consciousness and the fields of knowl-
edge, he makes clear that social relationships must in no way remain
the way they are: the rule ofvalue over humans is not a natural law of
society, but the result of a very specific behavior by humans, and this
behavior can—at least in principle—be changed. A society without
commodities and money is conceivable.

g. Fetishismis not limited to the commodity. Itis also inherent to money.
Money as an independent manifestation of value possesses a special
form ofvalue: it exists in the form of the general equivalent; all other
commodities do not. The special commodity (or piece of paper) that
functions as money can only function as money because all other com-
modities relate to it as money. However, the form ofmoney appears to
be a “socio-natural property” of this commodity.

What appears to happen is not that a particular commodity becomes
money because all other commodities express their values in it, but, on
the contrary, that all other commodities universally express their values
in a particular commodity, because it is money. The movement through
which this process has been mediated vanishes in its own result, leaving no
trace behind. Without any initiative on their part, the commodities find
their own value-configuration ready to hand, in the form of a physical
commodity existing outside but also alongside them. (Capital, 1:187;
emphasis added)

What applies to the commodity also applies to money: only as
a result of the specific behavior of commodity owners does money
possess its specific properties. But this mediation is no longer visible,
it “vanishes.” For that reason, it seems as if money possesses these
properties in and of itself. In the case of money, whether it is a money
commodity or a piece of paper, a social relationship appears as an
objective property ofa thing. Andjust as with the commodity, social
actors do not have to be aware of the mediating relation in order to
act: “Anyone can use money as money without necessarily under-
standing what money is”’(Theories ofSurplus Value, MECW 32:348).
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The “absurdity” [Verriicktheit\ (Capital, 1:169) of this reification of
social relationships is increased in the case of money. If products of
labor are turned into commodities, they acquire avalue-objectivity in
addition to their physical objectivity as use values. This value-objec-
tivity, as illustrated above, is a “spectral objectivity,” apparendyjust as
objective as use value but nonetheless not tangible or visible within
the individual object. But money now counts as an independent mani-
festation of value. Whereas commodities are useful objects that addi-
tionally have the objective status of being values, money is directly a
“value-thing” (Wertding). In the first edition of volume 1 of Capital,
Marx makes this point clear using a nice example:

Itis as if, in addition to lions, tigers, hares and all other really existing
animals which together constitute the various families, species, sub-
species, etc. of the animal kingdom, the animal would also exist, the
individual incarnation of the entire animal kingdom. (MEGA 11.5:37;
emphasis in original)

That “the animal” walks about among the various concrete animals
is not only factually impossible, it is also logical nonsense: the abstract
category is placed at the same level as the individuals from which the
abstract category is derived. But money is the real existence of this
absurdity.

In bourgeois society, people’s spontaneous consciousness succumbs
to the fetishism of the commodity and money. The rationality of their
behavior is always a sort of rationality within the framework set by
commodity production. If the intentions of social actors (that which
they “know”) are made the point of departure of analysis (as is the
case in neoclassical economics and various sociological theories),
then that which individuals “don’t know,” the framework that pre-
conditions their thought and activity, is blanked out of the analysis
from the very start. Proceeding from this consideration, not only can
we criticize a considerable portion of the foundations of bourgeois
economics and sociology but also a popular argument of worldview
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Marxism: namely that there exists a social subject (the working class),
which, on the basis of its particular position in bourgeois society,
possesses a special ability to see through social relationships. Many
representatives of traditional Marxism expressed the need to “take
the standpoint of the working class” in order to understand capital-
ism. But in doing so, they overlooked the fact that workers (just like
capitalists) in their spontaneous consciousness are also subject to the
delusions of the commodity fetish. In the next few chapters, we’ll see
that the capitalist mode of production brings forth other inversions
and absurdities to which both workers and capitalists succumb. One
cannot therefore speak of aprivileged position of perception occu-
pied by the working class—but one also cannot make the claim that
fetishism is in principle impenetrable.






4. Capital, Surplus Value, and Exploitation

4.1 The Market Economy and Capital:
The “Transitionfrom Money to Capital”

In the first three chapters of Capital, Marx deals with the commodity and
money, and is explicit that capital does not yet enter the picture. This has
led some authors to the understanding that these chapters depict, at a
very high level of abstraction, a precapitalist society of “simple commod-
ity production,” amode of production in which commodity- and money-
relations dominate, but with no, or only avery undeveloped, capital. This
notion presupposes that commodities are exchanged according to their
(labor-) values because the producers are aware of the quantity of their
own labor expenditure and that of their partners in exchange. The most
prominent representative of this view was Friedrich Engels, who, a few
years after Marx’s death, formulated it in his appendix to the third vol-
ume of Capital and therefore influenced many Marxists.BBut this idea is
problematic in many respects:

As a historical assertion: exchange has been practiced for thousands
°f years, and coin money has existed at least since 500 B.C.E., but com-
modity- and money-relations in precapitalist eras were always “embed-
ded” in other relations of production; they were never comprehensive,
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and the economy was not dominated by them. This is only the case with j
the spread of the capitalist mode of production.

As a theoretical concept: it is precisely Marx’s intent to show that the
determination of exchange through value does not rest upon aconscious j
appraisal of the labor-time expended, that those engaged in exchange do j
not know what they’re doing, but rather their social cohesion is consum- j
mated “behind their backs” (See section 3.8, d and e above).

As an explanation of the first three chapters of Capital this misunder- !
stands what it is that Marx depicts: “simple circulation.” By this Marx J
understands the circulation of commodity and money as a form of social
interaction dominating the entire economy—but from a qualified and re- j
stricted viewpoint: Marx abstracts from the existence of capital. Marx
is not analyzing precapitalist relations that existed at some time in the
past, but rather capitalist, contemporary conditions (the first sentence of
Capital points this out, as emphasized above), while disregarding capital.
That capital is disregarded is not an arbitrary whim of the theoretician,
and it is also not a didactic consideration. A specific aspect of reality is
expressed in this abstraction: simple circulation appears “as that which
is immediately present on the surface of bourgeois society” (Grundrisse,
MECW, 28:186); the economy, for all intents and purposes, seems to
consist only of acts ofbuying and selling.

At first glance, the economy seems to fall into three large, separate
domains:

1. The sphere of production: at the respective level of technological
possibility, goods are produced and services rendered;

2. The sphere ofcirculation: goods and services are exchanged, usually
not directly, but for money;

3. The sphere of consumption: goods and services are consumed,
either by individuals for the purpose of immediate survival (such
as groceries, clothing, etc.) or within the process of production as
ameans of production (such as machines or raw materials) to make
more products.
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In the process, the perception emerges that the sphere of consump-
tion has solely to do with the needs of consumers and the sphere of pro-
duction with purely technical possibilities, so that only circulation re-
mains as the actual sphere of economic activity.

The reduction of the economy to the sphere of circulation has con-
siderable consequences. The sphere of circulation is only concerned
with buying and selling, with transactions, therefore, in which—at least
in principle—people face each other as free and equal partners, and in
which, insofar as the commodities exchanged have the same value, no-
body is fleeced, robbed, or exploited. If the people are in fact not so
equal, because, for example, one person owns a lot and the other per-
son owns very little, then that may be a regrettable circumstance, but it
does not count against the ""market economy.” Disparities in ownership
have no real theoretical relevance in the many liberal theories that sing
the praises of the market economy. They appear to be as extraneous to
the process of buying and selling, and therefore to the market economy
as, for example, the physical infirmities of the participants in exchange.
From this perspective, the “market” appears to be a neutral entity for
the distribution of goods and the satisfaction of needs, as an efficient
(and completely non-bureaucratic) institution for the transmission of
information concerning what is needed, where, and in what quantity.
According to this perspective, if the institution called “the market” does
not function so well, this can only be the result of unfortunate marginal
conditions or external disturbances that have to be removed by the state.
Not only is such market euphoria presented as incontrovertible truth in
(almost) every economics textbook, university economics departments,
and the business sections of the large daily newspapers; after 1989, it
was also adopted in different variations by many former leftists. The
market and capital were sometimes even juxtaposed as downright op-
posing forces, and political conclusions drawn accordingly: whether
m lhe form of the demand to curb the power of large corporations to
help implement the beneficial effects of “the market” or in the form of

market socialism,” in which capitalist businesses would be replaced by
workers’ cooperatives that would then briskly compete with one another
°n the market.”
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So whether the market and capital merely exist in an external loose
relationship, or whether there is an intrinsic, necessary connection be-
tween the two, is therefore not merely an academic question. Rather, the
answer has direct political consequences.

If the circulation of commodities and money depicted in the first
three chapters of Capital is not something self-contained and indepen-
dent of capital (as expressed by Marx in his use of the phrase “surface”
to describe simple circulation), then this dependence must already make
itself felt. Rather similar to the relationship between the commodity and
money, an intrinsic, necessary connection between money and capital
must be revealed.

Let us shortly recapitulate three essential steps in the course ofdepic-
tion of the commodity and money:

1. The commodity was analyzed. It presents itself as having a twofold
nature: as a use value and as value. Its value-objectivity turns out to
be something special: it is a purely social characteristic, which is not
inherent to an individual commodity, but only exists as a common
property of commodities that are exchanged (hence the “spectral”
character ofvalue).

2. For this spectral value to become tangible, it requires an independent
manifestation. It obtains this in money. Money is therefore not sup-
plemental to the world of commodities or a mere expedient; money
is necessary to express the value of commodities, to comprehensively
relate commodities to one another as values (hence the characteriza-
tion of Marx’s theory of value as a “monetary theory ofvalue”). This
also means that commodity production and money are inseparable.
One cannot, as some socialists thought, abolish money while retain-
ing private commodity production.

3. Money is an independent manifestation of value, but as the measure
ofvalues and as the means of circulation it does not appear as such;
money serves here as a mere expedient. Only as a unity of the mag-
nitude of value and means of circulation (“money as money”) does
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money become an independent manifestation of value. It is not only
an intermediary that constantly disappears (in the case of the means
ofcirculation) or that doesn’t even have to be physically present (as in
the case of the measure ofvalues), it now becomes an end in itself: not
just value, but the independent and constant manifestation of value,
money, is to be retained and multiphed.

However, as the case of hoarding shows, the independence and im-
perishability of money is limited: ifmoney is withdrawn from circulation
to be hoarded, it ultimately becomes a useless object. But if it is thrown
into circulation, meaning ifit is used to purchase commodities, the inde-
pendent manifestation of value is lost.

Within simple circulation, money is an independent and durable
manifestation of value, but this independence and durability is nowhere
to be seen; it cannot really exist at the level of simple circulation. If it
is therefore correct that within simple circulation, the existence of com-
modities necessitates the existence of an independent expression of val-
ue (money), but this independence of value cannot exist within simple
circulation, it thus follows that simple circulation cannot be something
independent. Rather, it must exist as a moment within and result of an
underlying process—namely the capitalist process of valorization, as will
soon be shown.

If money is in fact an independent and durable expression of value,
then it must enter into the process of circulation, it cannot exist sepa-
rately—but at the same time, it cannot lose its independence and du-
rability, as is the case with the act of simple purchase M—C, with the
subsequent consumption of the commodity. The independence and du-
rability ofvalue is only assured when money consummates the movement
M—C—M. But this movement—the purchase of a commodity and the
subsequent sale of this commodity for the identical sum of money—does
not yield any advantage. An advantage is only gained with the move-
ment M—C—M’, where M’ is greater than M. In this movement (Marx
describes it as “the general formula for capital””) money not only retains
its independent form, it also increases itself, so that it really does become
the aim of the whole process. Only as capital does the independent form
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ofvalue finally find its adequate and appropriate expression, or, to put it
another way, the permanent existence of value, encompassing the entire
economy, is only possible when value executes the movement of capital,
M—C—M". With the movement M—C—M", however, we leave the realm
of simple circulation; now we have to examine the substance and neces-
sary conditions of this movement.2D

4.2 The “Occult Quality”of Value: M—C—M '

Let’s first take alook once again at the sequence C—M—C, which com-
manded our attention in part 2.2 during the discussion of money’s dif-
ferent functions. The commodity producer has produced commodity C
with a particular use value, he sells this commodity and uses the money
thus obtained to buy a different commodity with a different use value.
The money is definitely spent; the aim of the process is the consumption
ofthe second commaodity. The measure of the whole process is set by the
needs of the producers, and the process is concluded with the satisfac-
tion of these needs.

Now let’s take a look at the sequence M—C—M. The sequence con-
sists of the same elements, M—C and C—M, as the sequence C—M—C,
only the order differs: now acommodity is purchased in order to sell it af-
terward. Money is the starting point and endpoint ofthe process. Amounts
ofmoney can only differ from one another quantitatively, not qualitatively.
The figure of circulation only yields an advantage if the amount of money
at the end of the sequence is greater than the amount of money at the be-
ginning of the sequence, when it is therefore a case of M—C—M", where
M" is greater than M. Now the point of the whole process is the quantita-
tive increase of the original amount of money. The money is not spent (as
itis in the case of C—M—C); rather, the money is advanced. Itis given out
only in order to take in a larger amount afterward.

A sum ofvalue that performs this movement is capital. A mere sum
of value in and of itself, whether in the form of money or a commodity, is
not yet capital. A single act ofexchange also does not make capital out of
aparticular sum ofvalue. Only the linking ofvarious exchange processes
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with the purpose of increasing the initial sum of value yields the typical
movement ofcapital: capital is not merely value, but rather selfvalorizing
value, meaning a sum of value that performs the movement M—C—M".
The increase in value obtained with the movement of capital, the differ-
ence between M and M’, is what Marx calls surplus value. In classical
political economy, and in modern economic theory, this concept does not
exist. As we shall see later, surplus value is not merely a different name
for profit or gains, but rather something different. However, at this time,
there is no need to concern ourselves with this difference (on the exact
meaning of profit, see chapter 7; on the meaning of profit of enterprise,
see chapter 8).

The only aim of the movement of capital is the increase of the sum
of value that is initially advanced. But this purely quantitative increase
knows neither measure (why should a 10 percent increase be deemed in-
sufficient while considering a 20 percent increase as sufficient?) nor limit
(why should the process end after a singular movement, or even ten such
movements?). Unlike the simple commodity circulation of C—M—C,
which has an aim outside of the sphere of circulation (the acquisition of
use values for the purpose of satisfying needs) and that finds its measure
in the need and its limit in the satisfaction of that need, the movement of
capital is an end in itself unlimited and ceaseless.

Ifone considers commodity production while abstracting from capi-
tal, one might get the idea that the aim of commodity production and
exchange is the general satisfaction of need. Everyone satisfies his or her
own needs by producing a commodity that satisfies the needs of others.
This commodity is then exchanged for money in order to use this money
to purchase a commodity that satisfies one’s needs. Bourgeois econom-
ics (both classical political economy as well as modern neoclassical eco-
nomic theory) understands commodity production in this way.

Capitalist commodity production (the generalization of commodity
production first occurs historically under capitalist conditions) is, how-
ever, not geared toward the satisfaction of needs, but to the valorization
ofvalue. The satisfaction ofneeds only occurs as a by-product, insofar as
it coincides with the valorization of capital. The aim of capitalist produc-
tion is surplus value and not the satisfaction of needs.
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Up till now, we have spoken of capital, but not yet of capitalists.
Someone who possesses a large sum of value is not yet a capitalist;
someone is only a capitalist when he or she actually disposes of this
sum of value as capital, making the movement of capital as an end, in
itselfa subjective aim:

It is only insofar as the appropriation of ever more wealth in the abstract
is the sole motive behind his operations, that he functions as a capital-
ist, i.e., as capital personified and endowed with consciousness and a
will. Use-values must therefore never be treated as the immediate aim of
the capitalist; nor must the profit on any single transaction. His aim is
rather the unceasing movement of profit-making. (Capital, 1:254; em-
phasis added)

A person is therefore a “capitalist” only when he or she is “capital
personified,” meaning that his or her activity follows the logic of capital
(limitless and ceaseless valorization), and for this it is not necessary that
this person be the owner of capital. And only in this sense, capitalists as
capital personified, is the term capitalist used in the following chapters.

Capitalists are “personifications ofeconomic relations” or “economic
character masks” (Capital, 1:179).2This is similar to what we observed
with regard to the activity of commodity owners (see sections 3.2 and
3.6): aperson behaves like a commodity owner or capitalist insofar as his
or her behavior follows a specific rationality. This rationality is a result
of the form-determination of the economic process (the economic form-
determination of the commodity or capital, respectively). As people’s
behavior conforms to this specific rationality, they reproduce the precon-
ditioned economic form-determinant. In Marx’s presentation, the eco-
nomic form-determination must be analyzed first, before the behavior of
people is addressed.

An actual owner of money might pursue other goals besides the valo-
rization of capital, but then he no longer operates exclusively as a“capital-
ist.” The fact that the individual capitalist constantly attempts to increase
his profit is not rooted in any psychological trait like “greed.” Rather,
such behavior is compelled by the competitive struggle among capitalists.
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The individual capitalist, insofar as he or she wishes to remain a capital-
ist, requires increasing returns not to satisfy an increase in personal con-
sumption, which in the case of large capital constitutes a tiny fraction of
total returns, but primarily to modernize production facilities or produce
new products when there is no longer demand for older ones. Ifacapital-
ist forgoes modernization or change, he or she will soon be bankrupt. In
section 5.2, we will return to these coercive laws ofcompetition.

With the passage of time, the external form of appearance of the capi-
talist has undergone some changes. The “free entrepreneur” of the nine-
teenth century, who managed his business and not uncommonly founded
afamily dynasty, was largely replaced in the twentieth century, at least in
the larger businesses, by the “manager,” who often owned only a smaller
share ofstock in the business he managed. Both are capitalists in Marx’s
sense, that is, personifications of capital. They both dispose ofasum of
value as capital.

If the capitalist merely executes the logic of capital, then it is not he,
but rather capital, self-valorizing value, that is the “subject” ofthe process.
Marx refers to capital in this regard as the “automatic subject” (Capital,
1:255), a phrase that makes the paradox clear: on the one hand, capital is
an automaton, something lifeless, but on the other, as the “subject,” it is
the determining agent of the whole process.

As the “dominant subject” (iibergreifendes Subjekt) (Capital, 1:255)
in the process of valorization, value needs an independent form and
obtains it in money. Money is therefore the starting point and terminal
point of the valorization process.

Money was already the independent, ifinadequate, form ofvalue with-
in the process ofsimple circulation. As capital (to repeat: capital is neither
money nor commodity taken by itself, but rather the limitless and cease-
less movement of appreciation, M—C—M"), value not only possesses an
independent form, itis now “aself-moving substance, which passes through
aprocess ofits 0 w n arather curious subject with extraordinary powers:

In truth, however, value is here the subject of a process, in which,
while constantly assuming the form in turn of money and commodi-
ties, it changes its own magnitude. ... By virtue of being value, it
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has acquired the occult quality to add value to itself. (Capital, 1:255:
corrected translation)

It seems as if value is able to increase itself (some banks use the ad-
vertising slogan “let your money work for you,” which is characteristic
ofthis illusion). Now let’s examine what this “occult quality” rests upon.

4.3 Class Relations: The Worker “Free in the Double Sense™

So far, we have only formally determined what capital is: a sum ofvalue
that valorizes itself, that executes the movement M—C—M". But the
question remains, how is this movement at all possible, or to put it another
way, where does surplus value comefrom?

Within the sphere of circulation, valorization would only be possible
if commodity C is purchased below its value or sold above its value. In
this case, the sum ofvalue advanced can be increased, but one capitalist’s
gain is only possible if another capitalist takes a loss of the same amount.
At the level of society as awhole, the sum ofvalue has not changed; it has
simply been redistributed, just as if a simple act of theft had occurred.

Capitalist profit would therefore be explained as a violation of the
laws of commodity production. If we assume the normal conditions of
commodity production and circulation, then the “exchange of equiva-
lents” applies: the commodities that are exchanged for one another have
the same magnitude ofvalue, the price paid is an adequate expression of
the magnitude of value of the commodity and does not express a coinci-
dentally greater or lesser magnitude; the commodities are exchanged “at
their true values.” If surplus value is a normal phenomenon of capitalist
commodity production and notjust an exception, then its existence must
be explained under the presupposition of an “exchange of equivalents,”
and this is exacdy the question that Marx poses.

Marx’s deliberations can be summarized as follows: if equivalent ex-
change is assumed, then surplus value cannot be constituted in circu-
lation, not in the first act of circulation, M—C, nor in the second act,
C—M". A change must take place between both acts. But outside of the
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sphere of circulation, the use value ofthe purchased commodity is merely
consumed. Thus the owner ofmoney must find acommodity on the mar-
ket whose use value possesses the quality ofbeing a source ofvalue, so that
the use of this commodity creates value, and more value than the com-
modity itselfcosts.

Such a special commodity exists. It is the commodity called labor-
power. The term labor-power refers to the ability of humans to perform
labor, and under the conditions of commodity production, the expen-
diture of labor can be a source of value. If I sell my labor-power, then |
relinquish this ability to someone else for a specific period of time. In the
case of selling labor-power, the entire person is not sold (I do not become
aslave), but itis also not the case that labor is sold. Labor is the applica-
tion of labor-power. That only the ability to labor was sold, and not labor
itself, is shown among other things by the situation where rawrmaterials
are temporarily missing and the owner of money cannot use the labor-
power he has purchased.

That the owner of money encounters labor-power as a commodity on
the market is not a matter of course. Two conditions have to be satisfied
for this to be the case. First, there must be people who act asfree propri-
etors of their own labor-power, who are therefore in a position to sell their
labor-power. A slave or a serfis therefore not in such aposition, since the
sellers of labor-power must be legallyfree people.

But ifthese people have means ofproduction at their disposal and can
produce and sell their own commodities or can subsist from the prod-
ucts oftheir own labor, then they will probably not sell their labor-power.
They are only driven to sell their labor-power, and this is the second con-
dition, if they do not own any means of production, if they are therefore
not only legally free but also free of substantive property. Then they actu-
ally treat their labor-power as a commodity. The existence of workers
who are “free” in this double sense is an indispensable social precondi-
tion of capitalist production.

Thus a specific relationship between social classes underlies the capi-
talist mode of production: on the one hand, there must exist a class of
property owners (owners of money and means of production), and on the
other hand there must exist a class of largely propertyless, but kgallyfree
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workers. This relationship between social classes is usually what is meant
when Marx speaks not of capital, but of the capital-relation.

When Marx deals with “classes,” he is doing so without developing a
foil “class-theory.”2The term refers simply to positions within the social
process of production, in our case to owners of means ofproduction and
those who are excluded from this ownership, respectively. However, with
regard to these classes defined by their social position, Marx does not as-
sume that the individual members ofa class automatically possess acom-
mon “class consciousness” or even that they exhibit a common “class
activity.” At this level of depiction, “class” is in the first instance a purely
structural category; whether class means anything more has to be ex-
amined in each respective concrete context. When modern sociology—
against Marx—claims to discover the end of class society within capital-
ism, then it usually cites as evidence the lack of class consciousness, on
the basis ofpossibilities for upward mobility or the “individualization” of
society. 21t therefore makes use ofacriterion that Marx does not at all ap-
ply to the structural concept of class predominant in Capital. However,
traditional Worldview Marxism often drew the conclusion ofacommon
consciousness arising from a structurally common social position and
tended toward assuming a common social agency. Thus, instead of con-
ceiving “class rule” as astructural relationship between social classes, it
was conceived as an intentional relationship, where one class imposes its
will upon another class.

The sheer existence of this class relationship—owners of money
and means of production on the one hand, propertyless but legally free
workers on the other—is in no way “natural,” but the result of a histori-
cal development. This historical development belongs to the prehistory
of capitalism. In order to continue with the analysis of the fundamental
structures of capitalism, it is sufficient to take the results of this prehis-
tory as given. For that reason, the historical process of emergence of the
worker as “free” in a double sense is sketched at the end of the first vol-
ume of Capital under the title “The So-Called Primitive Accumulation.”
Using England as an example, Marx shows that this was an extremely
violent and bloody process, which resulted in no way “from the market”
but was actively assisted by the state (we already hinted at this process in
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sections 1.1 and 1.2). However, “primitive accumulation” is not a histori-
cally singular process: in the course of the global spread of capitalism,
similar developments occur.

4.4 The Value ofthe Commodity Labor-Power,
Surplus Value, and Exploitation

To understand the emergence of surplus value—in spite of the
exchange ofequivalents—we have to concern ourselves in greater detail
with the commodity called labor-power. Like all other commodities,
labor-power has a use value and a value. The use value of labor-power
consists of its application, that is to say, labor itself. Labor expenditure
creates new value, which prior to the act of exchange can only be esti-
mated. The extent to which the labor expenditure was actually value-
constituting is revealed on the basis of the reduction that occurs in
exchange (see section 3.3 above).

Marx views the value of labor-power as being “determined, as in
the case of every other commodity, by the labour-time necessary for the
production, and consequendy also the reproduction, of this special ar-
ticle.” Every individual requires for his or her own maintenance a range of
means of subsistence in the broadest sense, notjust food, but also cloth-
ing, shelter, etc. Marx then concludes: “Therefore the labour-time neces-
sary for the production of labour-power is the same as that necessary for
the production of those means of subsistence; in other words, the value
of labour-power is the value ofthe means ofsubsistence necessaryfor the
maintenance ofits owner” (Capital, 1:274; emphasis added).

Since the continued existence of the capital-relation requires that
labor-power is continuously offered for side on the market, the value of
labor-power must also cover the costs that are necessary for a worker’s
entire family, including the costs of education for the worker’s offspring.

Ifthe traditional nuclear family, in which the male hires himselfout as a
wage laborer while the woman takes over the reproductive labor, is socially
predominant, the value of the (male) labor-power has to cover the costs of
reproduction. If, in contrast, the usual case is one in which two people are
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employed, this also influences the value oflabor-power: the costs ofrepro-
duction rise, since apart ofthe reproductive labor no longer occurs in the
household, and corresponding products and services have to instead be
purchased or provided by the state, which in the latter case then have to be
financed by higher taxes. The costs of reproduction for a family must no
longer be covered by asingle labor-power, but by the sum ofvalue ofboth
labor-powers, so that the value of individual labor-power—despite rising
costs of reproduction—will tend to sink.

As with every commodity (see section 3.7 above), price changes for
the commodity labor-power do not always express a change in value,
but might also reflect the momentarily favorable or unfavorable situation
for the sale of this commodity (a temporary scarcity or a temporary sur-
plus of labor-power). Actual changes in value of labor-power can result
from two sources: from achange in the value ofthe means ofsubsistence
necessary for the reproduction of the laborer or from a change in the
extent of the amount of means of subsistence necessary for the repro-
duction of the laborer. The extent of “necessary means of subsistence”
differs among the various countries and historical periods, and depends
upon what is normally counted among the necessary requirements of
life, as well as which claims workers are able to assert. Since itis not nec-
essarily the case that capitalists willingly concede such claims, it is the
class struggle between workers and capitalists that determines the value
of labor-power, as specific claims are imposed—or not. In this context,
Marx speaks of a “historical and moral element” (Capital, 1:275) that
enters into the determination of the value of labor-power, which is not
the case with other commodities.2

However, there is a further difference between the commodity of la-
bor-power and other commodities, which Marx does not address. The
value of means of production used to produce a normal commodity
forms part of its value, as well as the new value added by the labor that
creates the finished product from these means of production. This is not
the case with the commodity labor-power: its value is determined solely
by the value of the means of subsistence that have to be purchased on
the market. Reproductive labor carried out in the household (housework,
childrearing), primarily by women, does not form a part of the value of
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labor-power. Feminist authors have levied the accusation at Marx that
the critique of political economy has a “blind spot” (for example, the
programmatic essay by Claudia von Werlhof, 1978). However, it is not
Marx’s determination of the value of the commodity labor-power that is
wrong—he gives an account ofhow its determination appears in capital-
ism—what is wrong is that he does not emphasize the distinctiveness of
this determination of value, but instead attempts to prove its consistency
with the determination of the value ofall other commodities.

Within capitalism, the particular determination of value of the com-
modity of labor-power is necessary: if workers would receive consider-
ably more than the value of the means of subsistence that they have to
buy on the market, then they would in the long term no longer be without
property, and would be able to at least partially free themselves from the
compulsion to sell their labor-power. The restriction of the value oflabor-
power to the costs of reproduction is a functional necessity of capitalism,
but the achievement of this restriction is in no way a matter of course. It
is entirely conceivable that awell-organized working class would be able
to impose correspondingly high wages by means of labor struggles. How
this restriction of the value of labor-power is nonetheless imposed “auto-
matically” in the course of the capitalist process of accumulation will be
shown in section 5.6.

The difference between the (daily) value of labor-power (the sum of
value required on average by labor-power for its own daily reproduction)
and the new value that the individual worker is able to produce in one
day under normal conditions accounts exacdy for the surplus value re-
ferred to above in the case of the formula M—C—M". The fact that the
daily value of labor-power (the value required for its own reproduction) is
lower than the value that can be created in aday by the use oflabor-power
(through expenditure of labor-power) is the foundation of the “occult
quality” ofvalue to create new value.

The (daily) value oflabor-power thus constitutes only a portion ofthe
value newly created through the (daily) use of labor-power. For example,
if a particular sum of value is created through the expenditure of labor-
power during an eight-hour workday,Sthen this newly created value can
be formally divided into the value of labor-power and the surplus value.
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Ifthe daily value oflabor-power amounts to 3/8 of the value created over
the course of an eight-hour workday, then one can formally state that the
value of labor-power was produced in three hours and the surplus value
was produced in five hours. Marx therefore refers to the first three hours
as “necessary” labor-time (labor-time required to reproduce the value of
labor-power) and the remaining five hours as surplus labor-time (labor-
time performed by the worker beyond that necessary to reproduce his
or her own labor-power). Since the workers in our example receive the
value produced in three hours as payment, Marx refers to the necessary
labor-time as “paid labor” and the surplus labor-time that the capitalist
receives in the form of surplus value as “unpaid labor.”

The fact that the individual worker receives a lesser value from the cap-
italist than the value he produced through his labor is referred to by Marx
as “exploitation™—a term that can be misunderstood in various respects.

The term exploitation is not meant to allude to especially low wages
or especially bad working conditions. Exploitation refers solely and ex-
clusively to the fact that the producer only receives aportion of the newly
produced value that he or she creates—regardless of whether wages are
high or low or working conditions good or bad.

Exploitation—contrary to a widespread notion and despite cor-
responding statements by many “Marxists”—is also not meant to be a
moral category. The point is not that something is taken away from work-
ers that “actually” belongs to them, and that this act of taking is some-
thing morally reprehensible. The reference to “paid” and “unpaid” labor
is also not intended to argue for the compensation of “all” of the labor
expended.® On the contrary: Marx emphasizes that—according to the
laws of commodity exchange—the seller of the commodity labor-power
receives exacdy the value of his or her commaodity. The fact that the buyer
obtains a particular advantage from the use value of the commodity is no
longer ofany concern for the seller. Marx compares this to the example of
an oil dealer: the dealer obtains the value of oil as payment, but does not
receive anything in addition for the use value of the oil (Capital, 1:301).
“Exploitation” and the existence of “unpaid labor” are not the result of
an infringement of the laws of commodity exchange, but are rather in
compliance with them. If one wishes to abolish exploitation, then this
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cannot be accomplished through a reform of the relations of exchange
within capitalism, but only through the abolition of capitalism.

4.5 The Value ofLabor—An “Imaginary Expression™

Valorization rests upon the appropriation of “unpaid labor-time”: the
capitalist does not pay the value of the product created by workers, but
pays the value of labor power. But according to everyday consciousness,
wages are regarded as payment for the labor performed: exploitation as
the normal state of capitalist production is not visible. Exploitation only
seems to occur if a wage is “too low.” It seems as if the wage does not
express the value oflabor power, but rather the value oflabor.

Marx refers to the term “value of labor” as an “imaginary” and “irra-
tional” expression (Capital, 1:677, 679). Labor—more precisely, abstract
labor—is the substance and immanent measure ofvalue. Labor creates val-
ue, but does not itselfhave value. Ifone speaks of the “value oflabor” and
asks how large the value of a workday of eight hours is, then one would
have to answer: the eight-hour workday has avalue ofeight hours of labor,
astatement that Marx rightly describes as “absurd” (Capital, 1:675).

However, the phrase “value oflabor” is notjust an absurd expression.
Marx maintains that “imaginary expressions” like value of labor or value
ofland “arise, nevertheless, from the relations of production themselves.
They are categories for the forms of appearance of essential relations”
(Capital, 1:677).

The essential relation is the value of the commaodity labor-power, but
it appears in the form of the wage as the value of labor. Such forms of ap-
pearance “are reproduced directly and spontaneously, as current modes
of thought,” whereas the essential relations “must first be discovered by
science” (Capital, 1:682).

The “value of labor” is an inverted and incorrect conception, not
brought about through conscious manipulation, but rather emerging
from social relations. Itis one of the “objective forms of thought” (objek-
tive Gedankenformen) (Capital, 1:169; see sec. 3.8, part f) that structures
the consciousness of people caught up within the conditions of capital-
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ism. From the viewpoint of the worker, an eight-hour workday has to be
fulfilled in order to obtain a particular wage amount. The wage seems
to be the payment for this labor, an illusion further strengthened by the
usual forms of wages, the “time rate” (payment according to hours of
work) and the “piece rate” (payment according to the number of articles
produced). In the former case, it appears as if the labor performed during
a particular unit of time is compensated, and in the latter case, the labor
performed for the production of asingle article.

Capitalists also succumb to this illusion. It is a “spontaneously”
emerging inversion of reality to which all participants (as well as the
majority of economists) submit. As the wage is understood as payment
for the “value of labor,” all labor seems to be paid labor. Surplus labor,
unpaid labor, does not seem to exist. This inversion of reality has far-
reaching consequences:

All the notions ofjustice held by both worker and the capitalist, all the
mystifications of the capitalistic mode of production, all capitalism’s illu-
sions about freedom, all the apologetic tricks of vulgar economics, have
as their basis the form of appearance discussed above, which makes the
actual relation invisible, and indeed presents to the eye the precise op-
posite of that relation. (Capital, 1:680)

The wage form constitutes the foundation for all further “mystifica-
tions” of the capital-relation, which culminate in the “Trinity Formula”
(see chapter 10). But at the present point we must note thatjust as the
spontaneous consciousness ofall members ofbourgeois society is subor-
dinated to the fetish character of the commodity and money (see section
3.8), both workers and capitalists are equally subordinate to the mys-
tification of the wage form.ZZ The inversions generated by the capitalist
mode of production do not stop at the doorstep of the ruling class (the
insight of this class into social relations is therefore also limited), nor does
the ruled and exploited class enjoy a privileged position from which it
is able to see through these inversions—the “standpoint of the working
class” much vaunted by traditional Marxists is of no further help here.



5. The Capitalist Process of Production

5.1 Constant Capital and Variable Capital,
the Rate ofSurplus Value, the Workday

In the third chapter, the dual character of commodity-producing labor
was demonstrated: concrete, use value-producing labor and abstract,
value-constituting labor. The capitalist process of production also has
such a dual character: it is the unity of the labor process (which produces
aspecific use value) and the valorization process.

Independent of social form-determinations, a distinction can be
made among functional activity (labor), the object of labor (which is
modified by labor), and the means of labor (the tools with which this
process of modification is made possible) as elements of the labor pro-
cess. The labor process occurs between humans and nature. Humans
act upon nature, changing themselves at the same time, developing their
own capabilities. However, the labor process never exists in a pure form
as such. Italways occurs with asocially determined form: as aproduction
process based upon slave labor, as aproduction process of feudal serfs, as
aproduction process ofindependent artisans, or as a production process
ofwage-laborers in capitalism.28
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Within the capitalist process of production, the labor process ex-
hibits two distinctive characteristics: first, it proceeds under the control
of the capitalist (as capital personified), and second, the product of the
labor process is the property of the capitalist and not of the direct pro-
ducer. The capitalist has purchased the labor-power and means of pro-
duction (objects oflabor and means of labor). The labor process is thus a
process occurring between things belonging to the capitalist. As a result,
the product of labor also belongs to the capitalist. This product is a use
value. But in the capitalist production process, this use value is only pro-
duced insofar as it embodies value and surplus value.

We will now examine this determinate capitalist process of production
in more detail. But first, let’s introduce a few fundamental concepts that are
of central importance not only in this chapter, but also in those that follow.

The expression M—C—M’is described above as “the general formu-
la for capital.” Let’s take a closer look at it. Valorization is only possible
because a particular commodity is purchased and consumed: labor-pow-
er. But in order to “consume” this commodity, the means of production
(raw materials, machines, etc.) are necessary. As aresult of the process of
production, a new mass of commodities is created with a value greater
than that of the capital advanced, which will be sold for M’.

With regard to the value of the newly produced commodities, the
means of production and labor-power play completely different roles.
The value of the means of production consumed in the creation ofacom-
modity constitutes part of the value of the newly produced commodity. If
means ofproduction are completely used up in the process ofproduction,
then the value of these means of production is completely transferred to
the newly produced mass of commodities. But if means of production
such as tools or machines are not completely used up, then only a part
of their value is transferred. If for example a particular machine has a life
span of ten years, then one-tenth of its value is transferred to the mass of
commodities produced within a year.® The portion of capital laid out
in means of production will, under normal conditions, not change value
during the production process, but a portion ofits value will constitute a
portion of the value of the commodities produced. Marx calls this por-
tion of capital constant capital, or ¢ for short.
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Things are different with labor-power. The value of labor-power is
not all transferred to the commodities produced. The value newly gener-
ated by the “consumption” of labor-power, that is, by labor expenditure,
is what is transferred to the value of the newly created commodities. The
different roles played by means of production and labor-power in the
composition of value is illustrated by the following: if the value of the
means of production changes, then there is a corresponding change in
the value of the product. A change in the value oflabor-power hardly has
any effect upon the value of the product. How much value the worker
adds to the product of labor does not depend upon the value of labor-
power, but upon the extent to which the labor expended counts as value-
creating, abstract labor.

The difference between the newly added value and the value oflabor-
power is the surplw value, or s. Or to put it differently, the newly added
value is equal to the sum of the value of labor-power and surplus value.
Marx calls the portion of capital used to pay wages variable capital, or
v for short. This portion of capital changes value during the produc-
tion process; the workers are paid with v, but produce new value in the
amount ofv +s.3)

The value of a mass of commodities produced within a specific pe-
riod of time (a day or even ayear) can therefore be expressed as:

c+v +5

Here c indicates the value of the constant capital consumed, that is,
the value of the raw materials and the proportionate share of the value of
tools and machines, insofar as they are used.

The valorization of capital results solely from its variable component.
The level of valorization can therefore be measured by relating the sur-
plus value to the variable capital: Marx calls the quantity s/v the rate of
surplus value. Itis simultaneously also the measure of the exploitation of
labor-power. The rate of surplus value is usually given as a percentage.
For example, ifs - 40 and v - 40, then one does not speak of a rate of
surplus value of 1, but rather of a rate of surplus value of 100 percent. If
s =20 and v = 40, than the rate of surplus value amounts to 50 percent.
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The rate of surplus value is an analytical category that owes its ex-
istence to the scientific understanding of the valorization process; it is
preconditioned upon our knowing how valorization is achieved. But for
the practical consciousness of the capitalists it is irrelevant: capitalists
calculate that an advance of capital in the amount ofc + v is necessary in
order to realize aprofit ofs, regardless of how this profit is created (or as
the case may be, the profit is regarded as the “fruit of capital”). The capi-
talist’s measure of valorization is the rate ofprofit: s/ (¢ + ?;). Profit and
rate of profit, which play such a decisive role in the everyday life of capi-
talism, are dealt with by Marx in the third volume of Capital (see chapter
7). This is one reason among others why the reader should absolutely
take all three volumes of Capital into consideration.

The length ofthe workday is given by the sum of necessary labor-time
(in which the value of labor-power v is produced) and surplus labor-time
(in which the value of surplus-value s is produced). Ifthe value of labor-
power within a particular society at a specific point in time is given, then
the amount of necessary labor-time is also given—but not yet the amount
of surplus labor-time.

In every society based upon class divisions, a distinction can be made
between “necessary labor-time” (in which those products are produced
that are necessary for the reproduction of the exploited class) and “sur-
plus labor-time” (in which the surplus product is produced, that is, the
portion ofthe total social product appropriated by the ruling class). Marx
calls attention to a crucial difference between precapitalist and capitalist
societies: “It is however clear that in any economic formation of society,
where the use-value rather than the exchange value of the product pre-
dominates, surplus labour will be restricted by amore or less confined set
of needs, and that no boundless thirst for surplus labour will arise from
the character of production itself” (Capital, 1:345).

But this “boundless thirst of surplus labour” that characterizes the
capitalist mode of production is not used by Marx as a moral reproach
against individual capitalists. Although this need for surplus labor im-
plies—since it knows no limits—that capital takes no account of the
health and the length oflife of the worker” (Capital, 1:381), and therefore
also implicitly accepts the destruction of labor-power, this is not a moral
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failure of individual capitalists, but the logical consequence of capitalist
commodity production.

If the capitalist has purchased labor-power at its daily value, then the
capitalist has the right to apply labor-power over the course of a day. But
the length ofaworkday is indeterminate: it has to be shorter than twenty-
four hours so that time remains for the physical and psychic regeneration
ofthe workers, but how much shorter than twenty-four hours is not clear-
ly determined. Ifthe capitalist attempts to lengthen the workday, then he
is merely attempting, like all other commodity buyers, to make the most
ofthe use value of the commaodity,just as one attempts to squeeze the last
bit of toothpaste from the tube. The competition among capitalists com-
pels the individual capitalist to make ample use of his right as a buyer of
maximum utilization of the commodity he has purchased.

Workers also behave according to the logic of buying and selling
when they attempt to shorten the length of the workday. In order to sell
their labor-power anew, they have to dispose ofit in its regular condition.
But if the present workday is too long, then that isn’t the case.

The capitalist with his attempts to prolong the workday, as well as the
workers with their attempt to shorten it, can both invoke the laws of com-
modity exchange; a limit to the workday cannot be derived from these
laws, and this means there is therefore

an antinomy, of right against right, both equally bearing the seal of the
law of exchange. Between equal rights, force decides. Hence, in the his-
tory ofcapitalist production, the establishment ofa norm for the working
day presents itselfas a struggle between collective capital, i.e. the class of
capitalists, and collective labour, i.e. the working class. (Capital, 1:344)

Wherever wage laborers are not in a position to confront capital with
sufficient resistance, and there is enough ofa fresh supply to replace de-
stroyed labor-power, capital strives to extend labor-time beyond all phys-
ical limits. The struggle for the normal workday, which Marx describes
extensively in Capital, led in the nineteenth century in England and then
in other countries to a legal limit of daily labor-time. We will address the
specific role of the state in this process in chapter 11.
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5.2 Absolute and Relative Surplus Value,
the Iron Law ofCompetition

Capital, self-valorizing value, has no intrinsic limits to valorization,
and for that reason no rate of valorization, once reached, is sufficient.
With s/v as the measure of valorization, there arise two basic pos-
sibilities for increasing the valorization of capital, which Marx refers
to as the production of absolute surplus value and the production of
relative surplus value, respectively. (When we take into account the
rate of profit as ameasure ofvalorization in chapter 7, we will encoun-
ter a few further possibilities).

At a given value of labor-power, s/v will rise if s is increased. The
guantity of surplus value produced by asingle labor-power can be raised
by a lengthening of the surplus labor-time, and surplus labor-time is
lengthened by lengthening the workday. Marx refers to this increasing of
surplus value and the rate of surplus value by lengthening the workday as
the production ofabsolute surplus-value.

With the setting of a (legal) normal workday, the production of ab-
solute surplus value does not yet reach its limit. A lengthening of the
workday does notjust occur when the number of daily working hours in
increased, but also when those hours are used more efficiently: through
the shortening ofbreak times or by no longer counting certainjob prepa-
rations as part of the working time. Furthermore, an increase in the level
ofintensity oflabor (that is, a speed-up ofthe labor process) has the same
effect as alengthening oflabor-time. An intensified workday yields a larg-
er value product than a normal workday, just as if the workday had been
lengthened. Conflicts around the use oflabor-time and the intensification
of labor are part of everyday business life even today.

But surplus labor-time can also be increased without changing the
length of the workday or by more efficient use of labor-time: when the
necessary labor-time is reduced, meaning when the value of labor-power
decreases. Ifpreviously, in the case of an eight-hour workday, four hours
were required in order to produce the daily value of labor-power, then
four hours of surplus labor remain. Ifthree hours now suffice for the pro-
duction of the value of labor-power, then five hours of surplus labor-time
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remain. Marx refers to the enlargement of surplus value and the rate of
surplus value through a decrease of necessary labor-time as the produc-
tion of relative surplus value.

The necessary labor-time must suffice to produce the value of the
means of subsistence required by labor-power for its own reproduction.
If the value of labor-power is to be fully compensated (and this must be
assumed if “normal” capitalist relations are being considered), then a re-
duction in necessary labor-time is only possible when either the qual-
ity and quantity of the means of subsistence considered necessary is
reduced (meaning the “normal” standard of living of the working class
is lowered, which is difficult to implement and which cannot happen per-
manently) or—and this is the typical case dealt with here—if the value of
these means of subsistence decreases.

The latter is the case when either the productivity of labor increases
in those branches that produce means of subsistence (understood in the
broadest sense, notjust foodstuffs), or when the productivity increases in
those branches that deliver raw materials or machines for the branches
that produce means of subsistence: with cheaper means of production,
the value of the means of subsistence also sinks. The production of rela-
tive surplus value implies, through an increase in the productivity of la-
bor, a reduction in the value of means of subsistence and therefore a de-
crease in the value oflabor-power.

Lengthening of labor-time and increasing productivity are thus the
two fundamental possibilities for raising the rate ofvalorization ofcapital.
But these two possibilities can only be realized through the activity of
individual capitalists.

The idea that capitalists have an interest in the prolongation oflabor-
time is intuitively plausible: at a given level of the value of labor-power,
every hour of the prolonged workday directly raises the surplus value
obtained by the individual capitalist.

The case is different with the increase in the productivity of labor. If,
for example, a producer of wooden tables increases productivity, then
tables become cheaper. However, only to the extent that the value of ta-
bles is a component of the value of labor-power does this also cheapen
the value of labor-power. The effect is minimal, and in most cases also
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temporally delayed. As an individual motive for increasing productivity,
this small and uncertain advantage is hardly sufficient.

Something completely different motivates individual capitalists to
increase productivity. The extent to which individually expended la-
bor-time counts as value-creating labor depends (among other things)
upon whether the “socially necessary labor-time” (that is, the labor-
time necessary at a specific socially conventional level of the productiv-
ity and intensity of labor: see section 3.1) was expended or not. If, for
example, the socially necessary labor-time required for the production
of a specific type of table amounts to ten hours, and if a particular pro-
ducer is able to produce this table in eight hours, then he has produced
the same value in eight hours that other producers do in ten hours. He
can therefore sell aproduct ofeight hours oflabor as if it was the prod-
uct of ten hours of labor.

This is exactly the case ifa capitalist is the first to increase the produc-
tivity oflabor within a particular process of production. Let’s assume that
for the production ofa specific good, say a particular computer, constant
capital cwith avalue of 200 is used. In addition, aworkday ofeight hours
of direct labor is necessary to assemble the computer from its compo-
nents. The daily value of labor-power is 80, and the rate of surplus value
is 100 percent, so that the surplus value produced daily by an individual
labor-power is also 80. The value of the product is therefore:

c+v+5=200 +80 +80 =360

Now let’s assume that a particular capitalist (initially as an individual)
succeeds in reducing the direct labor-time required for the production of
the computer from eight hours to four hours. The value of the computer
still conforms to socially average conditions and initially remains at 360.
Our smart capitalist, however, no longer has to expend variable capital
in the amount of 80, but rather merely in the amount of40. His costs are
therefore that of

200 (constant capital) + 40 (variable capital) - 240

- - O —-
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If he sells the product for 360, there then remains for him a surplus
value of 120. So in addition to the socially conventional surplus value of
80 per computer, our capitalist realizes an extra surplus value of 40 and
arate of surplus value 0300 percent instead of 100 percent. This extra
surplus value or as the case may be extra profit (see the remarks on profit
in section 5.1)—and not the future cheapening of labor-power—is the
capitalist’s motivation for increasing the productivity of labor.

This extra surplus value remains for the capitalist as long as the new
method of production has not yet become generalized. But if the meth-
od has caught on, it means that the socially necessary labor-time for the
production of a computer has decreased. If in the meantime everything
else has remained constant (the value oflabor-power, the value of the ele-
ments of constant capital, etc.), then the new value would be:

c+v+i=200+40+40=280

The extra surplus value for our capitalist disappears, and his rate of
surplus value is once again 100 percent.

But let us remain with the capitalist who was the first to introduce
the productivity increase. He no longer requires the same amount of im-
mediate labor-time to produce the same mass of products. He can either
continue to produce the same amount as before but with fewer work-
ers, or produce a larger amount of products with the same amount of
labor-time and workers. The first possibility is usually not realistic for
the capitalist, since the increase in the productivity of labor is often only
possible when the volume of production increases at the same time (we
will return to this interrelationship in the next section). We can assume
that the increase in productivity is usually accompanied by an increase in
the number of products. The simplest way of selling the larger amount of
products consists in sinking prices: the individual product is sold below
its previous value. Even if our innovative capitalist sells below the previ-
ous value, he still does not have to completely forgo the extra surplus
value. If, in the example above, he sells the computer (with costs of 240)
for only 350 instead of 360, then he realizes a total surplus value of 110,
which compared to the usual surplus value of 80 is still an extra surplus
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value 0f30. But the increased turnover for our capitalist means—if noth-
ing else in the economy changes to bring about an increased total de-
mand—that other capitalists who offer the same product will sell less and
in extreme cases go bankrupt. If they want to defend their market share,
they also have to sell at a lower price. If the method of production re-
mains the same, this would lead to a reduction in their surplus value. The
other capitalists thus have no other choice than to raise the productivity
oflabor and reduce costs to keep up in the price competition.

Thus does competition compel capitalists (always have in mind,
“capitalist” refers not necessarily to an owner of capital but to capital per-
sonified: see section 4.2) tojoin in the increase in productivity initiated
by another capitalist, even if at an individual level they have no interestin
an increasing valorization of capital. The intrinsic laws ofcapital, such
as the tendency toward lengthening the workday and the development
of productivity, are independent of the volition of individual capitalists.
These laws impose themselves as iron laws ofcompetition. Since each in-
dividual capitalist is familiar with this pressure, he normally does not wait
until it is imposed upon him by his competitors, but instead attempts to
be the first to increase productivity so that he can at least have some of
the extra surplus value, instead ofjust minimizing his losses. As a result,
every capitalist puts the screws on all other capitalists, just as he himself
is subject to the same pressure. And they all do this by following a blind
“inherent necessity.” However frugal the individual capitalist, he cannot
abstain from the hunt for perpetually increasing profit—as long as he
wishes to remain a capitalist.

5.3 The Methods ofProducing Relative Surplus Value:
Cooperation, the Division ofLabor, Machinery

Capitalist production begins when a large number of workers,
brought together under the command of a capitalist, work together for
the production of the same type of commodity. An owner of money who
barely succeeds in employing two or three workers, but who still must
contribute to the labor process to secure his livelihood, is not a capitalist

[ L
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in the strict sense, but rather a “small master.” He becomes a capitalist
when he can operate as capital personified, meaning that he can devote
gll his time to the organization and control of the capitalist process of
production and the sale of products.

The cooperation ofmany workers brings about, even without a change
to the technical conditions of production, a reduction in value of prod-
ucts. There are two reasons for this. One is that many means of pro-
duction are used in common, so that they contribute a smaller share of
value to the product (100 workers might produce ten times more than
10 workers, but they won’t need, for example, ten times as many build-
ings). The other reason is that new power emerges from the cooperation
of many individual labor-powers: alarge tree trunk cannot be moved by
an individual worker, regardless of how much time he is granted to ac-
complish the task, but four workers can move the trunk instantly. Ten
people arranged in a chain can transport aload considerably faster than if
each individual covers the distance on his own, and so forth.

A further increase in the productivity oflabor is achieved through the
division oflabor. A complex labor process is broken down into a number
ofsimple subfunctions. This task can usually be executed faster when in-
dividually performed rather than performed within the framework of the
overall process. Through corresponding practice and experience, with
the support of special tools adapted to these special tasks, the individual
worker specializing in a particular task can become even faster. The flip
side is that the individual laborer becomes a largely dependent detail la-
borer, and the monotonous strain can lead to physical and nervous im-
pairment. An operation in which the production process is based upon
an extensive division oflabor, but in which no or hardly any machines are
used, is referred to as manufacture.

At the beginning of the twentieth century, the division of labor was
carried to the extremes in Taylorism, named after the engineer F. W.
Taylor. Taylor broke the movements of the labor process down into the
smallest elements, in order to assign an individual worker a small num-
ber of movements. Time wasting and secret breaks would be minimized
by this system. Such concepts were applied primarily in assembly-line
production. However, this extreme form of the division of labor did not
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only bring advantages for capital. In the case of complex production
concerned with a high level of quality, an overly strong division of labor
proved to be rather obstructive, since it produced too much waste. In
the course of the development of the capitalist production process in the
twentieth century, Taylorism therefore experienced both dissemination
and curtailment.

The decisive heightening of the productivity of labor is achieved
through the use of machinery. A machine is not merely a large tool. What
is essential is that the tool is no longer a tool in the hands of an individual,
but that it is the tool of a mechanism. The number of tools that can be
simultaneously operated by a machine is freed from human constraints.
A further increase in productivity is achieved when individual machines
are combined to form asystem ofmachinery that the object of labor passes
through. An enterprise based upon machine production is called afactory.

In a mechanized factory, aside from activities that are not yet mecha-
nized, the remaining task left to humans is that of monitoring the ma-
chines, repairing the machines, standing by, and eliminating mistakes
caused by the machines. This is not fundamentally altered by the deploy-
ment of computer technology. A number of monitoring and control tasks
are automated, but the controlling computer has to be monitored and its
programming adapted to changing requirements.

The division of labor in manufacture proceeds from the artisanal
skills of the labor force. Capital remains reliant upon this subjective skill,
even ifitis reduced to “detail dexterity.” Factory-based machine produc-
tion fundamentally changes thus:

This subjective principle of the division of labour no longer exists in
production by machinery. Here, the total process is examined objec-
tively, viewed in and for itself, and analysed into its constitutive phases.
The problem ofhow to execute each particular process, and to bind the
different partial processes together into a whole, is solved by the aid of
machines, chemistry, etc. (Capital, 1:501-2)

With machine production, capital can detach itself from the special
skill of individual labor-power. Individual laborers are no longer just
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reduced to the function of detail laborers. Rather, with the presence of
a developed, well-functioning system of machine production, laborers
are mere appendages of this system. The domination of capital over the
workers materializes, so to speak, in the machine system:

Every kind ofcapitalist production, in so far as it is not only a labour pro-
cess but also capital’s process ofvalorization, has this in common, but it
is not the worker who employs the conditions ofhis work, but rather the
reverse, the conditions of work employ the worker. However, it is only
with the coming of machinery that this inversion first acquires a techni-
cal and palpable reality. By means of its conversion into an automaton,
the instrument of labour confronts the labourer, during the labour-pro-
cess, in the shape of capital, of dead labour, that dominates, and pumps
dry, living labour-power. (Capital, 1:548)

Cooperation, the division of labor, and the use of machinery bring
about a rise in the productive power of labor: with the same amount of
labor expenditure, a larger number of products can be produced, so
the value of the individual product sinks. This raised productivity of
labor appears under capitalist conditions of production as the produc-
tive power ofcapital. This is already the case with simple cooperation:
since individual labor-powers do not dispose ofthe additional produc-
tive power arising from their cooperation as individuals, and only co-
operate under the command of capital, the additional productive power
seems to be a productive power belonging to capital. This impression
intensifies in manufacture and in the factory. Individual labor-power
is reduced to a subfunction that is almost completely useless outside
of manufacture and the factory. The fact that workers can do anything
at all with their abilities seems to be a result brought about by capital.
This appearance of capital as a power endowed with its own produc-
tive power can be referred to as thefetishism ofcapital. Just as with the
fetishism of commodities, the fetishism of capital is not merely false
consciousness or a simple misapprehension. Its foundation is the capi-
talist organization of the production process:



112 AN INTRODUCTION TO KARL MARX’S CAPITAL

The possibility ofan intelligent direction of production expands in one
direction, because it vanishes in many others. What is lost by special-
ized workers is concentrated in the capital which confronts them. It is a
result ofthe division oflabour in manufacture that the worker is brought
face to face with the intellectual potentialities of the material process of
production as the property of another and as a power which rules over
him. This process of separation starts in simple cooperation, where the
capitalist represents to the individual workers the unity and the will of
the whole body of social labour. It is developed in manufacture, which
mutilates the worker, turning him into a fragment of himself. It is com-
pleted in large-scale industry, which makes science a potentiality for pro-
duction which is distinct from labour and presses it into the service of
capital. (Capital, 1:482)3L

In one respect, increasing productivity by means of implementing 1
machinery is fundamentally distinct from increasing productivity by |
means of cooperation or the division of labor. The introduction of ma- a
chinery costs the capitalist something, and since the machine is used in |
the capitalist process of production, it transfers its value to the product. =
This means that instead of cheapening the product, the use of machm- 1
ery leads initially to an increase in the value of the product. All in all, a
cheapening of the product only occurs when the increase in value caused 3
by the transfer ofvalue from the machine is overcompensated through an
accompanying reduction of immediate labor-time.

Let’s assume that during the production of a particular product raw |
materials having a value of 50 are used, as well as 8 hours of labor-time
that under normal conditions produce avalue of 80. Then the following 1
applies for the value of the product:

50 (raw materials) + 80 (labor-time) =130

Now let’s assume that the product is made with the help ofamachine*
The machine has avalue 020,000 and can be used to produce 1,000 piec-1
es until it is used up. A value of 20 is transferred to each individual piece, j
The individual, machine-produced product initially increases in value by .
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20. I3 hours oflabor are saved, so thatinstead of8 only 5 hours are neces-
sary, then the value of the machine-produced product adds up to:

50 (raw materials) + 20 (machine) + 50 (labor-time) = 120

The product has been reduced in value by 10 units, the 20 additional
units of value resulting from the use of machinery have been overcom-
pensated by cutting down on three labor hours. If only one labor hour
had been saved, then the value of the machine-produced product would
have risen; the machine would not have contributed to raising productiv-
ity and cheapening the product.

But for the capitalist use of machinery, it is not sufficient that the use
of machines generally cheapens the product. The capitalist is not inter-
ested in the value ofaproduct, but rather in surplus value or profit, as the
case may be. (See remarks in section 5.1.) As demonstrated in the previ-
ous section, the capitalist introduces an increase in productivity so that
his individual costs are lower than the social average, so that he not only
obtains the normal surplus value, but an extra surplus value (extra profit).
Now let’s assume a rate of surplus value of 100 percent for the example
above. The worker who labors for eight hours and creates a value of 80
receives a wage of 40. The remaining 40 is the surplus valine obtained
by our capitalist per product. Before the introduction of machinery, our
capitalist has costs of:

50 (raw materials) + 40 (wages for 8 hours) =90
After the introduction of machinery, the capitalist has costs of:
50 (raw materials) + 20 (machine) + 25 (wages for 5 hours) =95
Although the machine reduces the total expenditure of labor for the
Product concerned, itwill not be introduced, since it does not also reduce
the cost for our capitalist. These costs will first be reduced when more is

saved in wages (per product) than the value transferred by the machine to
the individual product. Ifin our example the value transferred by the ma-
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chine is 20, then more than four hours of labor have to be saved in order
for the implementation of the machine to be worthwhile. Or expressed
another way, the additional constant capital ¢, which is expended on the
individual product during machine production, has to be less than the
variable capital vwhich is cut down through the reduction in labor-time.
So the capitalist will not arbitrarily expend a lot of additional constant
capital per article, but maximally expend as much as he is able to save in
variable capital per article.

Whether or not a particular machine (which transfers a specific por-
tion of its value to the individual product) is introduced therefore de-
pends upon how much variable capital is saved. But the variable capital
saved does not solely depend upon the labor hours saved, but also upon
the level ofwages. In our example above, the workers received a wage of
40 for an 8-hour workday, which amounts to 5 per hour. The labor hours
saved add up to asaving of variable capital in the amount of 15, so that
the introduction of the machine was not advantageous for the capitalist.
If wages had been higher, for example 8 per hour, then the three labor
hours saved would result in a total savings of 24. At this level of wages,
the additional constant capital (20) would have been compensated by
the saved variable capital, and our capitalist’s costs would have been re-
duced. The same machine that at a low-wage level brings no savings in
cost for the capitalist is therefore not introduced. However, at ahigh level
ofwages, it reduces costs and is introduced.

5.4 The Destructive Potential ofthe Capitalist Development
ofthe Forces ofProduction

The cooperative labor process requires coordination. In the capitalist
process of production, the capitalist assumes this coordinator function.
However, direction by the capitalist does notjust fulfill technical-organi-
zational functions; it is also the organization of exploitation and is there-
fore conditioned by the antagonism between exploiter and exploited,
which leads Marx to the conclusion that capitalist direction “in form it is
purely despotic” (Capital, 1:450). With alarge number ofworkers, there
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is a need for—similar to the military—industrial commissioned officers
and petty officers, who command in capital’s name.

The form of managerial hierarchy has undergone somewhat far-
reaching changes in the twentieth century. Capitalist despotism has expe-
rienced constraints through legal regulations on the one hand, and trade
union bargaining procedures on the other. During the last decade in a
number of industries there has been a tendency by capital to strengthen
the autonomy ofemployees over the labor process. However, throughout
all of these changes, the aim of capitalist production—the valorization of
capital, the production of surplus value—was not called into question.
These various changes still served solely to accomplish this aim. And in
the case of skilled trades, it frequently proved to be more advantageous to
motivate employees to voluntarily bring in their experiences and perfor-
mance capabilities through a high level of autonomy, rather than forcing
them to do so through constant pressure and supervision. But the conse-
quences of this autonomy for employees are usuallyjust as destructive as
the old despotic forms, except that this destruction is now self-organized.

The destructive (for labor-power) tendencies of capitalist increases in
productivity are immediately visible in the tendency toward extension, and
recently, “flexibilization” of labor-time. Raising productivity means that the
same amount of products can be made in a shorter period of time, but un-
der capitalist conditions, arise in productivity does not lead to ashortening
of labor-time. Particularly when the rise in productivity is achieved by the
introduction of machinery, the result is a lengthening of labor-time as well
as shift- and night-work in order to accomplish the longest possible run
time for the machine. There are many reasons for this.

As long as the new machine has not yet become the social standard,
the capitalist who employs it in production realizes an extra surplus val-
ue. The more products he produces and sells in this exceptional situa-
tion, the greater this extra surplus value. If the use of the machine later
becomes part of the socially average conditions ofproduction, along run
time for the machine is still an advantage. How long the machine can
be profitably used depends not only upon physical wear and tear, but
also upon whether a newer, better machine is on the market. The faster a
machine transfers its value to the products it helps to produce, the lower
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the risk that it has to be replaced by a newer, better machine before it
has transferred its total value. Ifthe lengthening of the workday runs up
against limits set by law or collective bargaining, then the capitalist usual-
ly attempts to impose an intensification ofwork, such as through a higher
machine speed.

Since the production process is detached from the limitations of in-
dividual labor-power and becomes the object of scientific examination as
an objective process, modern industry “never views or treats the exist-
ing form of a production process as the definite one. Its technical basis
is therefore revolutionary, whereas all earlier modes of production were
essentially conservative” (Capital, 1:617). The technical foundations of
production are constandy revolutionized, the productivity of labor con-
standy increased. Increasing profit is the sole motivating factor for this. In
the course of this process, massive investments are made to acquire new
machines or construct new production facilities. Insofar as this invest-
ment serves to reduce the cost of the product, they count as necessary.
Investments that serve to make working conditions for employees more
comfortable or evenjust to minimize dangers to health and safety consti-
tute deductions from profit and are avoided. Even today one can observe
in many sectors:

The economical use of the social means of production, matured and
forced as in a hothouse by the factory system, is turned, in the hands
of capital, into systematic robbery ofwhat is necessary for the life ofthe
worker while he is at work, i.e. space, light, air and protection against
the dangerous or the unhealthy concomitants of the production process,
not to mention the theft of appliances for the comfort of the worker.
(Capital, 1:552-3)

Legal coercion or the decisive resistance ofemployees is constandy nec-
essary in order to impose even the simplest improvements in working con-
ditions. The following statement by Marx is of contemporary relevance:

What could be more characteristic of the capitalist mode of produc-
tion than the fact that it is necessary, by Act of Parliament, to force upon
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the capitalists the simplest appliances for maintaining cleanliness and
health? (Capital, 1:611)

The sole aim of capitalist production is the constant production of
surplus value. Competition forces the individual capitalist, on pain ofhis
ruin as a capitalist, to make the hunt for increasing surplus value the aim
of his activity. Nature, just like labor-power, is merely an instrument for
attaining this goal. In accordance with its intrinsic logic, capital is just
as indifferent toward the destruction of the natural foundations of life
(through waste runoff and exhaust fumes, through the destruction and
poisoning of entire regions) as it is toward the destruction of individual
labor-power. Today, an industrial mode of production based upon the
combustion offossil fuels is maintained and expanded, even though local
as well as global ecological degradation as a result of climate change are
foreseeable.

This destructive potential of the capitalist development of the forces
of production can only be restrained “from outside,” through the resis-
tance of workers or the power of the state. If such restraints are not in
place, or if they are weakened, this destructive potential immediately as-
serts itself again, stronger than before. Itis still true that

capitalist production, therefore, only develops the techniques and the
degree of combination of the social process ofproduction by simultane-
ously undermining the original sources of all wealth—the soil and the
worker. (Capital, 1:638)

In the face of the scale of environmental destruction and danger to
health emanating from the industrial method of production, a vigor-
ous debate occurred during the last third of the twentieth century as to
whether this destruction is intrinsic to the material conditions of indus-
trial production, or whether it is the capitalist conditions that first bring
forth such acts of destruction.

There is no explicit discussion of this problem in Marx’s work.
However, he emphasized that a distinction must be made “between the
increased productivity which is due to the development of the social pro-
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cess ofproduction, and that which is due to the capitalist exploitation by
the capitalists ofthat development” (Capital, 1:547). Thus Marx was of-
ten accused of regarding the industrial production process “itself” posi-
tively and criticizing only its capitalist shell. This was also the position of
Marxism-Leninism. Accordingly, in the Soviet Union capitalist methods
of production were to some extent adopted completely uncritically (as
acritic of the corresponding interpretation of Marx, see Jacobs, 1997).

Today it is far clearer than in Marx’s time that not every industrial
process of production simply has to be detached from its capitalist ap-
plication to suddenly develop its purely beneficial effects. Some lines
of development of industrialization are notjust destructive as a result of
their capitalist application: if atomic energy were put to use in a socialist
society, then the risks would still be enormous, and the widespread use of
fossil fuels would still lead to climate change. The destructive potential of
capital does notjust assert itselfin the way a technology is applied, but in
the choice of particular technical-industrial paths o fdevelopment.

5.5 Formal and Real Subsumption, Fordism,
Productive and Unproductive Labor

In the case of an already existing labor process being subordinated
to capital, Marx speaks of theformal subsumption oflabor under capital.
The sole difference from pre-capitalist conditions consists in the fact that
laborers work for a capitalist rather than for themselves. The coercive
relation of capital expresses itself simply: the laborer works longer than
is necessary for his own self-preservation, and the capitalist appropriates
the surplus value thereby generated. On the basis of formal subsumption,
only the production of absolute surplus value is possible.

If the labor process is transformed in order to increase productivity,
Marx speaks of the real subsumption of labor under capital. The labor
process under the command of capital is not only formally distinct from
the pre-capitalist labor process, itis distinct in its entire organization and
structure: the capitalist mode of production creates the material guise of
production corresponding to its social form. Real subsumption is pos-
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sible on the basis of formal subsumption. With the real subsumption of
labor under capital, the production of relative surplus value is possible.

Up till now, when considering relative surplus value we have assumed
that the quantitative amount of means of subsistence necessary to repro-
duce labor-power (or the family of the laborer, as the case may be) re-
mains constant, that the standard ofliving for the working class does not
change. But this is not necessarily the case.

Let’s assume an 8-hour workday and a rate of surplus value of 100
percent. Then the workday breaks down into four hours of necessary
labor-time used to reproduce the value oflabor-power, and four hours of
surplus labor-time in which surplus value is produced. Let’s assume fur-
ther that the monetary expression of the value created in eight hours un-
der normal conditions is 160 euros, the daily value of labor-power is 80
euros, and the amount of surplus value produced daily is also 80 euros.

Now let’s say the productivity oflabor in all branches of the economy
doubles.2 Then all goods can be produced in half the time previously
required, and their value is reduced by a half. The daily value of labor-
power is then already produced in two hours rather than four; it falls
from 80 to 40 euros. Two additional hours remain for the production
of surplus value, its magnitude is raised from four to six hours, and the
surplus value rises 80 to 120 euros. The value of labor-power has been
reduced by a half from 80 to 40 euros, but for 40 euros just as many
means of subsistence can be purchased as previously for 80 euros, and
the standard of living for the worker’s family has remained constant.

Now let’s assume further that workers succeed—as a result of labor
struggles or a tight labor market, for example—in obtaining as wages not
just the value created in two hours, but the value created in three, 60 euros
instead of 40 euros. In this case, the value of labor-power would have still
declined (from 80 euros to 60 euros), the surplus labor would have still
increased by an hour (from four to five hours, the surplus value now be-
ing 100 euros), but now the standard of living for the worker’s family has
increased. Since the value of means of subsistence has been reduced by
halfas a result ofthe doubling ofproductivity, the working-class household
now has at its disposal notjust half, but three-fourths of the previous wage.
Ifour working-class household can buyjust as many means of subsistence
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for 40 euros as it could before for 80 euros, but has 60 euros at its disposal,
than it can increase the volume of means of subsistence by 50 percent. Or
to express this in terms that are conventional today: nominal wages (mean-
ing wages expressed in money) have fallen by 25 percent (from 80 to 60
euros), but real wages (wages expressed as purchasing power) have risen
by 50 percent (50 percent more goods can be purchased).

As an effect of the increase in productivity, arise in the standard ofliv-
ing ofthe working class has accompanied an increase ofthe surplus value
appropriated by the capitalist. A decline in the value of labor-power si-
multaneous to an increase of the surplus value produced by individual
labor-power means that the rate of surplus value s/v, and with it the ex-
ploitation oflabor-power, has increased. Increased exploitation (meaning
that a greater portion of the workday consists of surplus labor) and an
increased standard oflivingfor the working class are therefore not mutu-
ally exclusive.

Finally, in our example, a shortening of labor-time is also possible.
Let’s assume that the daily labor-time is reduced from 8 hours to 7.5. If
labor-power still receives 60 euros (the value created in three hours), 4.5
hours remain as surplus labor-time (halfan hour more than before the
productivity increase), the surplus value would be 90 euros (10 euros
more than before the productivity increase).3

The example just outlined corresponds—not in terms of an exact
guantitative relationship, but in terms of its tendency—to the course of
development in the advanced capitalist countries. The fact that the work-
ing class in these countries has a higher standard of living than it did fifty
or a hundred years ago in no way means—as is constantly alleged—that
exploitation has receded or even disappeared. In the previous chapter,
we already noted that exploitation does not mean a particularly bad or
miserable state of affairs, but that workers create a larger sum of value
than that which they receive as wages. T he rate ofexploitation is not mea-
sured by the standard ofliving, but by the rate of surplus value. Itis quite
possible that a rise in the standard of living and shortening of labor-time
accompanies an increase in surplus value and the rate of surplus value.

The dynamic emanating from the production of relative surplus value
outlined above (accelerated technical development, a rising standard of
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living of the working class simultaneous to rising profit) is subject, how-
ever, to a precondition not hitherto addressed: the majority of means of
subsistence consumed in the working-class household have to be capi-
talistically produced. As long as working-class households still produce
alarge portion of their means of subsistence themselves, or obtain them
from independent farmers and artisans, the productivity increase in capi-
talist enterprises leads to a short-term extra surplus value, but only to
a small decline in the value of labor-power. Only over the course of the
twentieth century was a state of development reached where the bulk of
goods consumed by working-class households were produced capitalis-
tically. So-called Fordism played a decisive role: drawing upon Taylor’s
breakdown of the labor process, Henry Ford with his auto factories suc-
ceeded around 1914-15 in producing the Model T as a standardized
mass product on the assembly line, considerably reducing the cost of the
product and making it into a consumer good for broad sections of the
population. At the same time, Ford raised wages (at least for a certain
segment of his workforce: white, full-time production workers) far above
the average for that time, in order to reduce turnover in the labor force.
After the Second World War, Fordism was established across the board:
consumer goods such as cars, refrigerators, washing machines, and tele-
visions were constantly cheapened through Taylorism and assembly-line
production, but real wages increased. Since the value of labor-pow-
er declined despite rising real wages, a rise in profit was still possible.
Standardized mass production, an expansion of mass consumption, and
rising profit went hand-in-hand for just about two decades and were an
important, if not the sole basis for the Wirtschaftswunder (Economic
Miracle) of the postwar era in Germany and some other countries in
Western Europe and North America.

The aim of the labor process, considered independently from its
economic form-determination, consists in the production of a specific
use-value. From the standpoint of the labor process, the labor that cre-
ates this use value (or is involved in its creation) is productive labor. The
aim of the capitalist production process consists in the production of
surplus value. From the standpoint of the capitalist production process,
only labor that produces surplus value is productive labor. When in what
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follows we discuss productive labor, this capitalist meaning is intended,
unless otherwise specified.

Whether a specific type of labor expenditure is productive labor in
the capitalist sense does not depend upon the concrete character of the
labor, but upon the concrete economic circumstances in which it occurs.
If | bake a pizza in order to eat it myself or offer it to my friends, then |
have created a use value, but not a commodity (the pizza isn’t sold), and
for that reason | have also not produced any value or surplus value. But
if I am hired as a cook in a capitalist restaurant, and if | bake a pizza that
is eaten by paying guests, then | have not only produced value but also
surplus value, and in this respect my labor was “productive.”

Whether my labor is productive is not dependent upon the character
of the use value produced, but upon whether | produce a commodity
that also contains surplus value. As pointed out in section 3.1, not only
material products but services, insofar as they are sold, are commodities.
In a capitalist theater, the actors are therefore just as much “productive
laborers” as steelworkers who work in a capitalist steel mill. Whether or
not a particular article is “really” useful for the reproduction of society
also does not play any role in determining its character as a commodity.
A luxury yacht, avideo commercial, or tanks are all commodities if they
find a buyer. And if these are produced under capitalist conditions, the
labor expended during their production is “productive labor.”

In order to perform productive labor in a capitalist sense, | have to be
awage-laborer. However, the opposite is not necessarily the case. Not ev-
ery wage-laborer is automatically a “productive laborer.” Let’s stay with the
pizza example above: if I’'m acook in acapitalist restaurant, my labor is pro-
ductive. But now let’s assume the owner of the restaurant is able to afford a
private cook and | switch fromworking in the restaurant to working in the
household of the restaurant owner. | remain awage-laborer, but I no longer
produce any commodities, only use values: the pizza that | prepare in the
household kitchen of the restaurant owner is not sold, but is consumed by
the restaurant owner and his friends. | have produced neither value nor
surplus value, and am therefore an “unproductive” wage-laborer.

Here the meaning of the distinction between productive and unpro-
ductive labor can be made perfectly clear: if | am employed as acook in a
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restaurant, then the restaurant owner has to lay out money for my wages
as well as the foodstuffs | work with,just as he would if | were employed
as his private cook. But the money he expends for his restaurant business
is only advanced; if things go well for the restaurant business, the money
returns to the owner, increased by the amount ofsurplus value. The mon-
ey paid to me as a private cook is spent; the restaurant owner receives a
use value in return, but no money. In order to spend money for a private
cook, the restaurant owner needs the surplus value produced by a cook
in the restaurant. The amount of unproductive labor that the restaurant
owner can afford is limited by the amount of surplus value produced by
the productive laborers in the restaurant.

5.6 Accumulation, the Industrial Reserve Army, Immiseration

Ifat the end of the capitalist production process the product is suc-
cessfully sold, the capitalist obtains not only the originally advanced sum
of capital but an additional surplus value. This surplus value is the aim of
capitalist production. However, it does not exist to serve the consump-
tion of the capitalist—then the aim of production would only be the mass
of use values that can be bought with the surplus value—but rather the
further valorization of capital: the valorization of capital is an end in it-
self (see section 4.2). At the end of the valorization process M—C—M”,
money is once again advanced as capital, and not as the initial sum of
value M, but rather a sum of value increased by the amount of surplus
value (minus the consumption expenditures of the capitalist), that un-
der otherwise stable conditions yields in turn an increased surplus value.
The transformation of surplus value into capital is called accumulation.

Competition drives the individual capitalist to accumulate. He
must participate in the race for a constant increase in productivity to
keep up in the price competition. Increasing productivity through the
introduction of machinery is generally expensive. Frequently, it is not
sufficient to invest the same sum of value in other machines; a higher
sum of value is often needed, so that accumulation is imposed upon
the individual capitalist.
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The extent of accumulation can turn out very differently for individu-
al capitals. In the case oflarge investments, when entire production facili-
ties have to be renovated, there comes a point when the previously creat-
ed surplus value is insufficient. In such a case, the extent ofaccumulation
can be enhanced by credit. On the other hand, there can also be cases in
which the entire surplus value is not required for accumulation, so that
the rest of the surplus value can be invested as interest-bearing capital at
banks or in the financial markets. In both cases, the rate of interest is a
decisive quantity. The examination ofinterest-bearing capital, credit, and
S0 on, presupposes a few intermediate steps, and is carried out by Marx
in the third volume of Capital (see chapter 8). His depiction of the accu-
mulation process in the first volume (upon which this section is based) is
therefore not complete by far—which again indicates the necessity of not
restraining one’s reading of Capital to the first volume.

At the beginning of this chapter, the distinction between constant cap-
ital, c (that portion of capital advanced for machines, raw materials, etc.),
and variable capital, v (capital advanced for wages), was introduced.
Marx refers to this ratio of constant to variable capital, c/v, as the value-
composition of capital. Insofar as the value-composition of capital is de-
termined by technological composition, Marx refers to it as the organic
composition ofcapital (Capital, 1:762). Thus, this organic composition
only accounts for such changes of value-composition that result from
changes in technical conditions (such as when a new, expensive machine
is introduced), but not those that result from a change in value of the
means of production used. For example, if coal becomes more expensive,
then the constant capital c in a steel mill increases, and c/v also increases,
without any change in the conditions of production. In this case, the val-
ue-composition would have increased, but not the organic composition.
When we write below about the composition of capital, then we mean the
value-composition and not the organic composition.3

If capital is accumulated under constant conditions, especially in the
case of a constant value-composition, constant value of labor-power and
constant length of the workday, then the demand for labor-power grows
just as strongly as capital. For example, if so much surplus value is trans-
formed into capital that the sum of value advanced as capital rises by 20
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percent, then 20 percent more labor-power is also required. The rising
demand for labor-power initially improves the conditions under which
labor-power is sold, so that the current price of labor-power can rise
above its value. This also diminishes surplus value, which slows further
accumulation, puts a brake on the demand for labor-power, and therefore
also any further rise in wages.

Ifwages rise, then this also has consequences for the introduction of
labor-saving machines. As explained in section 5.3, a capitalist will only
introduce a machine if the increase in production costs (as a result of
the value transferred from machine to product) is less than the reduction
of the costs of variable capital. However, the amount of variable capital
the capitalist saves when he reduces labor-time by a specific quantity de-
pends upon the level ofwages. Hence, in the case of the existence of high
wages, machines are introduced that would have brought no cost advan-
tage at a low level of wages. Rising wages thus lead to an accelerated in-
troduction of labor-saving machines. The typical accumulation process
does not take place under constant conditions, but under an increasing
value-composition of capital: consequendy, even in the case of a continu-
ous accumulation process, the demand for labor-power and arise in wag-
es can be limited. As already mentioned in section 4.4, the capitalist ac-
cumulation process itselfensures that wages on average arc limited to the
value of labor-power and that this value, although historically variable,
cannot climb so high that it seriously impairs the valorization of capital.

The mass ofworkers who are willing (or impelled) to sell their labor-
power but who don’t find any buyers are referred to by Marx as the in-
dustrial reserve army. The size of this industrial reserve army depends
upon two opposing effects. On the one hand, accumulation of capital,
and therefore an extension of production, occurs, which—at a constant
level of value-composition—requires more labor-power (employment
effect of accumulation). On the other hand, an increase in productivity
of labor that expresses itselfin an increasing value-composition leads,
at a constant level of production output, to less labor-power being re-
quired (labor redundancy effect of rising productivity). Whether the
demand for labor-power rises or falls depends upon which ofthese two
effects is preponderant.
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Ifwe assume that the productivity of labor doubles, only half of the
labor-power is necessary for the production of a particular quantity of
products. If so much surplus value is transformed into new capital that
the production will double, then the number of employed laborers re-
mains the same. Ifless capital is accumulated, then the volume of goods
produced increases, but the larger volume of goods is produced by a
smaller number ofworkers.

Marx assumed that capital tends to bring forth an increasingly grow-
ing industrial reserve army. At a roughly constant number of forces of
labor, this is only possible when the redundancy effect of the rise in
productivity outbalances the employment effect of accumulation. If one
takes an individual capital into consideration, one cannot generally pre-
dict which effect is stronger. However, Marx argues that there are two
possibilities of growth for individual capitals. One occurs due to the
transformation of surplus value into capital; Marx refers to this type of
growth as the concentration ofcapital; the other occurs due to the aggre-
gation of different individual capitals (whether in a “peaceful” fusion or
a “hostile” takeover), which he calls the centralization ofcapital.31In the
case of centralization, the individual capital grows considerably, which
is then usually also expressed in an accelerated technical revolution (the
increased capital has more possibilities for investment at its disposal,
it can acquire machines for which the means of the smaller capital was
not sufficient, etc.), without a growth in total capital. In this respect pro-
ductivity increases with significant redundancy effects as a result of the
centralization, without any opposing employment effect as a result of ac-
cumulation. This thought is quite plausible; but whether an employment
effect or redundancy effect occurs in the whole economy depends upon
the frequency of such centralization processes and the relation between
the redundancy effects resulting from them to the employment effects of
the remaining capitals.

The tendency ofa growing industrial reserve army assumed by Marx
cannot be strictly substantiated as a claim. However, it is at least clear that
the industrial reserve army in capitalism cannot disappear in the long run.
Capitalism with full employment is always an exception: full employment
allows workers to impose higher wages, which leads to a slowdown in
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the accumulation process and/or the implementation of labor-saving ma-
chines, so that an industrial reserve army emerges once again.

For the individual capitalist, the existence of this industrial reserve
army offers a double advantage. For one thing, the unemployed forces of
labor exert a downward pressure on the wages of the employed, and for
another, they really do constitute a “reserve” for volatile expansions of
accumulation: a quick expansion of production, for example, on the basis
of new sales potentials in foreign countries, is not possible in the case of
full employment. For that reason, appeals to business to do something to
help reduce unemployment are always off base. A critique of capitalism
that accuses capitalism of producing unemployment is also wrong, how-
ever: the sole aim of capital is valorization, not the creation of full employ-
ment or even agood life for the majority of the population.

Subsequent to the examination of the reserve army of labor, in the
twenty-third chapter of the first volume of Capital one finds various
statements that are interpreted as a theory of “immiseration.” In the
1920s, this theory of immiseration was understood as a theory of revolu-
tion: in capitalism the masses are impoverished, so that they inevitably
realize that they have no other option than the revolutionary abolition of
capitalism. However, the example of fascism (but not only this example)
shows that the most “impoverished” sectors of the population in no way
automatically move to the left; they can just as well turn toward right-
wing, nationalist, and fascist movements.

During the time of the “economic miracle” (Wirtschaftswunder) in
West Germany and the period of postwar prosperity in general in the
1960s and 1970s, exponents of capitalism eagerly pointed out that
Marx’s immiseration theory had obviously been refuted by full employ-
ment and the constantly rising standard ofliving of workers, which was
then expanded to a fundamental argument against Marx’s critique of
political economy. The alleged false prediction concerning capitalism’s
development proved how totally wrong Marx’s analysis had been.

Marxists did not accept thisjudgment and made a distinction (not ex-
plicitly present in Marx’s work) between “absolute immiseration”—the
absolute decline in the standard ofliving of the working class—and “rela-
tive immiseration”: there might be a rise in the standard of living, but the
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share that the working class has of the total wealth of society declines
relative to that of the capitalists.

Substantially (although not with this notion), Marx advanced a the-
ory of absolute immiseration in the Communist Manifesto of 1848, but
in the first volume of Capital, published nineteen years later, there is no
longer any mention ofit. In Capital, Marx emphasizes that it is precisely
the production of relative surplus value (which, if one wishes to, can be
understood as a theory of “relative immiseration™) that allows an increase
in the standard of living of the working class concurrent with an increase
in surplus value (see section 5.5).

However, in the much-discussed passage in chapter 25 of Capital, vol.
1, Marx’s primary concern is not at all a particular distribution of income.
Marx writes, in reference to the production of relative surplus value,

that within the capitalist system all methods for raising the social pro-
ductivity of labour are put into effect at the cost of the individual worker;
that all means for the development of production undergo an inversion®
so that they become means of domination over, and exploitation of the
producers; they distort the worker into a fragment of a man, they de-
grade him to the level of an appendage ofa machine, they destroy the ac-
tual content of his labour by turning it into a torment; they alienate \ent-
fremden] from him the intellectual potentialities of the labour process in
the same proportion as science is incorporated in it as an independent
power; they deform the conditions under which he works, subject him
during the labour process to a despotism the more hateful for its mean-
ness; they transform his life-time into working-time, and drag his wife
and child beneath the wheels of thejuggernaut of capital. But all meth-
ods for the production of surplus value are at the same time methods of
accumulation, and every extension of accumulation becomes, converse-
ly, a means for the development of those methods. It follows therefore
that in proportion as capital accumulates, the situation of the worker, be
his payment high or low, must grow worse. (Capital, 1:799)

The fact that Marx is not primarily concerned with the development
of income or living standards is made clear by the last sentence. The
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“worsening” of the situation of the worker refers to the totality of his or
her working and living conditions, as the following statement also makes
clear:

Accumulation ofwealth at one pole is, therefore, at the same time accu-
mulation of misery, the torment of labour, slavery, ignorance, brutaliza-
tion and moral degradation at the opposite pole. (Capital, 1:799)

Marx’s critique of capitalism cannot be reduced to a question of in-
come or wealth distribution. This distribution can be changed to some
extent within capitalism, and it is quite in capital’s interest that workers
do not sink into total poverty, since the quality of their labor-power also
suffers as a result. Even the unemployed, the “industrial reserve army,”
at least in the so-called developed countries, should not be reduced to a
vegetative state, since their labor-power, required by capital in the case
ofarenewed surge of accumulation, would no longer be deployable (see
chapter 11 below).

What Marx criticizes is not a specific distribution of goods or in-
come, but the “miserable” working and living conditions, in a com-
prehensive sense, which he characterizes with terms such as “endless
drudgery and toil,” “ignorance,” and “brutalization.” Marx wants to
make clear that the basic structures of such conditions are not just
maladies characteristic of capitalism’s infancy, they remain throughout
the development of capitalism—regardless of changes to their concrete
appearance. Since the sole aim of the capitalist process is valorization
and an increasingly improved valorization, and humans and nature are
treated as mere instruments of valorization, this process possesses an
intrinsic destructiveness toward humans and nature that constantly
produces these miserable living conditions in newer forms, even in the
case of an increased standard of living.

Marx does not hurl any moral accusations at individual capitalists as a
result of his analysis, but simply concludes: if one is actually interested in
changing these miserable conditions, then one has no other option than the
abolition ofcapitalism. Marx’s critique does not consist ofa moral remon-

but rather provides evidence ofhow capitalism actually functions.






6. The Circulation of Capital

With the valorization process, capital alternately adopts the forms of
commodity and money. As evident in the “general formula of capital,”
M—C—M", the valorization process encompasses both acts of produc-
tion and acts of circulation. The previous chapter only dealt with the
production process of capital, a process depicted by Marx in the first
volume of Capital. Marx examines the circulation process of capital in
the second volume. In this chapter, we will illuminate a few key concepts
from Marx’s analysis that are necessary for an understanding of the con-
tent of the third volume.

6.1 The Circuit of Capital: Costs ofCirculation,
Industrial Capital, Merchant Capital

The formula M—C—M" is an abstract depiction of the circuit of capital.
This breaks down into three stages:

The FIRST stage: The capitalist appears as a buyer on the market,
and converts his money capital M into acommodity C. Money is the inde-
pendent form of value; money capital is the money form of capital. What
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makes this act of purchase into an episode in the circulation of capital is
the context in which it occurs: the capitalist purchases a commodity in
order to produce new commodities that are to be sold for a profit. This is
made possible by the special material content of the purchased commod-
ity: the capitalist buys means of production (MP) and labor-power (L),
meaning he transforms money capital M into productive capital P.

THE SECOND STAGE: The circulation process is interrupted: pro-
ductive capital P is expended in the process of production. Productive
capital consists of means of production and labor-power, but this does
not mean they were always productive capital. Means of production and
labor-power are always the factors of the production process, regardless
of its social form; they are productive capital only within the capitalist
process ofproduction. The result of the capitalist production process is
a new quantity of commodities; as a form of existence of valorized capi-
tal, this quantity of commodities is commodity capital C". It consists not
only of qualitatively different commodities than the original quantity of
commodities C (means of production and labor-power), it should also
possess, in the case of sale, a higher value than C.

THE third STAGE: The circulation process is continued, as the
capitalist enters the market as a seller. He sells the new quantity of com-
modities C’ for M’, that is, he transforms commodity capital back into
money capital, but the latter is now valorized, that is, it is money capital
increased in value by the amount of surplus value.

As a diagram, we obtain the following (the dots indicate that the cir-
culation process is interrupted by the production process):

MP
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In its circuit, capital assumes the successive forms of money capital,
productive capital, and commodity capital. These forms are not indepen-
dentvarieties ofcapital, but rather individual phases ofthe circuit of capital.

The time spent by capital in the production process is the time of
production-, the time spent by capital in the circulation process, whether
in the form of money capital seeking commodity sellers, or as commodity
capital-seeking buyers, is capital’s turnover time. The time of produc-
tion is longer than pure labor-time: if machines remain idle overnight, or
if supplies are kept in storage, then capital is still located within the pro-
duction process, even if temporarily outside of labor-time. However, it is
only during labor-time that value and surplus value are produced, so that
the capitalist attempts to keep excesses of production time and turnover
time beyond the actual labor process as low as possible.

Costs of circulation arise from the circulation process. However, a
distinction must be made between the costs of productive activities that
increase the use value and value of the product and thus a continuation
of the production process during circulation and pure costs of circula-
tion that do not add to the use value and therefore not to the value of the
product, as they originate solely from the change ofform of money into
commodity or commodity into money, respectively.

The most notable example of the first sort of costs of circulation is
transportation costs. A product only has a use value for me when | have
access to it at the location in which I wish to consume it. For example,
the transportation of a bicycle from the factory to the consumer isjust as
necessary as the fitting of its tires and therefore also contributes to the
value of the bicycle.

In contrast, the mere change of form of commodity and money has
nothing to do with the use value of the commodity, and therefore nothing
to do with its value. Pure agents of circulation (such as cashiers) can also
be wage laborers who perform surplus labor comparable to other wage
laborers insofar as they work, for example, eight hours while their wage
constitutes a sum of value that under normal conditions is produced in
four hours. However, these agents of circulation have not themselves pro-
duced any value or surplus value. Their labor is labor that is necessary
under capitalist conditions, but is nonetheless “unproductive,” meaning
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that it does not create surplus value. The wage for this labor (and the
value of the means of production used by it) is a deduction from the sur-
plus value created by productive laborers. The fact that unproductive
laborers perform surplus labor and are therefore also exploited does not
contribute to surplus value, though the exploitation of the unproductive
laborers diminishes the deduction from surplus value.

What was just said with regard to the costs of pure agents of circula-
tion is generally valid for the pure costs of circulation: the costs constitute
a deduction from surplus value. If these costs decrease, the remaining
surplus value increases. For this reason, it appears as if the valorization of
capital results not from the exploitation oflabor-power in the production
process but independendy from the production process in the circula-
tion process of capital. The capitalfetish dealt with in the examination
of the production process (see section 5.3) is further reinforced in the
process ofcirculation.

Marx refers to capital that passes through the three forms of money
capital, productive capital, and commodity capital as industrial capital.
This term is not intended to underscore the material character of this
capital (such as the use of large production facilities), but is a distinctive
feature from the perspective of value:

Industrial capital is the only mode of existence of capital in which not
only the appropriation of surplus-value or surplus-product, but also its
creation, is a function of capital. (Capital, 2:135-36)

Capital invested in service enterprises also belongs to the category of
industrial capital in this sense. The sole difference consists of the fact that
the finished product (whether a theater performance or an act of transpor-
tation) is not a material object acting as independent commodity-capital; it
can only be consumed simultaneously with its process of production, so
that the diagram of its circuit appears as follows:
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But the value ofsuch a service, like the value of any other commodity
produced under capitalism, is determined by the sum of the value of the
means of production used in its production c and the value newly created
through the expenditure of labor-power (v +s).

In contrast, pure merchant capital (trading capital, commercial capi-
tal) and interest-bearing capital do not belong to the category of industri-
al capital. Both appropriate a share of surplus value, but the production
of this surplus value does not belong to their capital function.

Pure merchant capital is only involved with the purchase and sale of
commodities; the laborers employed by merchant capital perform unpro-
ductive labor that does not yield any surplus value.3 The industrial capi-
talist saves on the monetary expenditures for this unproductive labor (the
actual costs of circulation) and also cuts the circulation time for his own
capital by selling to merchants instead ofconsumers. He sells the commod-
ities produced by his own capital under their value to the merchant, who
then sells them at their value. In this way, the industrial capitalist shares the
surplus value produced by his capital with the merchant capitalist.

6.2 The Turnover ofCapital, Fixed Capital,
and Circulating Capital

Ifthe circuit of capital is not considered as a single occurrence, but as a
periodical process, one speaks of the turnover of capital. The turnover
time is the sum of production time and circulation time; it is that period
of time for which a capitalist must advance capital before he obtains it
again as avalorized sum.

A part of the means of production, such as buildings and machines,
are only worn out after numerous production periods. In accordance
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with their average wear and tear, buildings and machines transfer only a
portion of their value to the value of the product: if, for example, a par-
ticular machine can be used through twenty production periods, it then
transfers atwentieth ofits value to the product in each production period.
Whereas the value of this machine partially enters the sphere of circula-
tion, the machine in its physical form remains within the sphere of pro-
duction. The components of constant capital with this characteristic are
referred to asfixed capital. Opposite to fixed capital isfluid or circulating
capital: this refers to those components of capital that are physically used
up within a single production period, whose natural form therefore dis-
appears. Belonging to the category of circulating capital are, on the one
hand, the non-fixed parts of constant capital, such as raw and auxiliary
materials, energy, and so on, and, on the other, variable capital.

The difference between fixed and circulating capital is not a material
one (such as that between animate and inanimate objects), but a differ-
ence in the circulation of value, which is of enormous practical signifi-
cance for the capitalist. Under normal conditions, the value of circulating
capital is usually replaced after a single turnover and must be immediate-
ly advanced for the next production period. The value of fixed capital is
only fully transferred to the product in the course ofmultiple production
periods, and therefore only a part of it is returned after a single turnover.
These returns are not immediately needed, but only when the material
elements offixed capital actually have to be replaced, such as when a new
machine has to be purchased. Then the entire amount of fixed capital has
to be advanced in one fell swoop. Until then, the returns of fixed capital
constitute asinkingjund.

The distinction between fixed and circulating capital as well as that
between constant and variable capital are both distinctions of productive
capital, of the capital-value transformed into means of production and
labor-power. The distinction between constant and variable capital refers
to the constitution ofvalue: constant capital c merely transfers its value to
the product, whereas variable capital creates new value in the amount of
v +s. In contrast, the distinction between fixed and circulating capital re-
fers to the circulation ofvalue, the point in time when the corresponding
capital-value returns once again to the capitalist.
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The distinction between constant and variable capital presupposes a
series of theoretical insights into the process of value creation (concern-
ing the connection between value and labor, the difference between labor
and labor-power, the recognition that “wage” as compensation for labor
is an “imaginary expression,” etc.). These insights are not a matter of
course in everyday consciousness, not even for the capitalist (concern-
ing everyday consciousness, see chapter 10). In contrast, the distinction
between fixed and circulating capital is, on the basis of its practical sig-
nificance, immediately apparent for the capitalist and a foundation ofhis
calculations. As this distinction subsumes variable capital and a portion
of constant capital under the label of circulating capital, the distinction
between constant and variable capital is obscured even further.

6.3 The Reproduction ofthe Total Social Capital

The circuits of individual capitals are intertwined and presuppose one
another: the circuit of one capital necessitates that it encounters on the
market the products of other capitals, both means of production as well
as means of subsistence consumed by the labor-power it employs. Ifthe
individual capital has produced commodities, it is dependent upon its
own commodities entering the circuits of other capitals as means of pro-
duction or subsistence. The reproduction ofan individual capital cannot
therefore be considered in isolation; it is only possible as a moment in
the reproduction of the total social capital, which is constituted by the
entirety of individual capitals.

So that the total social capital can be reproduced, the total product
must have a certain material proportioning: on the one hand, a certain
amount of means of production have to be produced as are required by
individual capitals as a whole, and on the other, so many means of sub-
sistence have to be produced as are consumed by workers and capitalists.
But since means of production and subsistence are not merely allocated,
but rather exchanged, the determinate material portion of the total social
product must also have a certain value proportion, so that the means of
production and subsistence can also be paid for.
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We can make this proportioning clear using an extremely simplified
example. Let’s assume an economy in which there are only workers and
capitalists and in which all production is organized capitalistically. Let
us also disregard fixed capital, meaning that we assume that the entire
constant capital is used up within the period under consideration—say, a
year—and transfers its value to the product.

In this economy, there are thousands of different branches (steel in-
dustry, chemical industry, foodstuffs manufacturers, clothing industry,
etc.), and most of these branches can be further divided into a number
of sub-branches. For our purposes, we will only distinguish between
two large departments of production: Department | produces means of
production, and Department Il means of consumption in the broadest
sense. The difference between the two departments lies in the use of their
products: products from Department | enter into further production
processes, while products from Department Il flow into the consump-
tion of working-class and capitalist households. A series of products, for
example automobiles, are adequate for both purposes. From our simpli-
fied viewpoint, let us further assume that automobiles used as means of
production are produced in Department I, whereas automobiles used as
means of consumption are produced in Department I1.

So that the total social capital can be reproduced, the products of
both departments cannot exist in an arbitrary relationship of quantity
and value. We will initially examine their necessary proportioning under
the precondition of simple reproduction, meaning that we disregard ac-
cumulation and therefore assume that the entire surplus value flows into
the consumption of the capitalists.

If g and \j are the constant and variable capital for Department | and
§ the surplus value produced in that department (with c,,, vu, and sn the
corresponding values for Department Il), then the following is valid for
the total product value:

In Department I c}+\j+9§
In Department Il c(+Vv +.i[r
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The product of Department | consists materially of means ofproduc-
tion. Ifsimple reproducdon is to be possible, then this product must re-
place the means of production used in both departments. Therefore the
following value relation must be valid:

d+» + =0+c¢,

The product of Department Il consists of means of consumption. It
must cover the consumption of the workers and capitalists in both de-
partments. Thus the following must be valid:

Bt Y "5 =itV *r5+s
From both equations (subtracting the common elements on both
sides) it follows that:

a=v s

Thus the value of the constant capital used in Department Il must be
equivalent to the value ofvariable capital and surplus value in Department |.

But individual capitals plan their production independent of one an-
other, and for that reason the conditions formulated above can only come
about coincidentally. Normally, a certain disproportion between the indi-
vidual departments will always occur.

Ifwe now consider the expansion o freproduction, thus assuming the ex-
istence ofaccumulation, meaning the transformation ofaportion of surplus
value into new capital, then we can in principle make the same assertion:
the product of Department | must now not only suffice to replace the means
of production used in Departments | and |1, but must also produce more
means of production to make accumulation in both departments possible.
The same is true for Department Il: now enough means of subsistence
have to be produced not only to cover the consumption of workers and
capitalists but as additional means of subsistence to cover the consumption
ofthe additionally employed labor-power.

In order to make accumulation possible, both departments must pro-
duce more than was previously used: the accumulation of one individual
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capital presupposes the accumulation of other capitals, in two regards:
though our accumulating individual capital must encounter more prod-
ucts on the market than before, it itselfproduces a larger quantity of com-
modities, which can only be sold when other individual capitals also ac-
cumulate. In this case, the correct proportions can also only be maintained
by coincidence, and disproportions between departments are the rule.

In the history of Marxist debates, the reproduction schemas illustrated
above played an important role at the beginning of the twentieth century,
inspiring discussion over whether a crisis-free capitalism was possible at
leastin principle and what developmental perspectives existed for capital-
ism in underdeveloped countries such as Russia (see Rosdolsky, 1968b;
Milios/Economakis, 2003). But these debates burdened these schemas
with too much explanatory power. Though they offer abroad overview of
capitalist production and circulation, they are a long way from being an
exact depiction of capitalist reproduction as it exists in empirical reality.
Rather, the unity of the production and circulation process expressed in
the reproduction schemas constitutes the initial foundation upon which
categories in which concrete relations are expressed, such as profit, inter-
est, enterprise profit, capital stock, etc., can be meaningfully considered.



7. Profit, Average Profit, and the
“Law of the Tendency of the
Rate of Profit to Fall”

In chapters 7 through 10 we will deal with themes from the third volume
of Capital. With this volume, we encounter those categories that express
the “empirical” reality of capitalist relations, meaning the way the capital-
ist mode of production appears to our immediate perception. Marx char-
acterizes the continuity of the three volumes of Capital in the following
way at the beginning of the third volume:

In Volume | we investigated the phenomena exhibited by the process
of capitalist production taken by itself, i.e. the immediate production
process, in which connection all secondary influences external to this
process were left out ofaccount. But this immediate production process
does not exhaust the life cycle of capital. In the world as it actually is, it
is supplemented by the process ofcirculation, and this formed our object
of investigation in the second volume. Here we showed, particularly in
Part Three, where we considered the circulation process as it mediates
the process of social reproduction, that the capitalist production pro-
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cess, taken as a whole, is a unity of the production and circulation pro-
cesses. It cannot be the purpose of the present, third volume simply to
make general reflections on this unity. Our concern is rather to discover
and present the concrete forms which grow out of the process ofcapitals
movement considered as a whole. In their actual movement, capitals con-
front one another in certain concrete forms, and, in relation to these,
both the shape capital assumes in the immediate production process
and its shape in the process of circulation appears merely as particular
moments. The configurations of capital, as developed in this volume,
thus approach step by step the form in which they appear on the surface
of society, in the action of different capitals on one another, i.e. in com-
petition, and in the everyday consciousness of the agents of production
themselves. (Capital, 3:117)

7.1 Cost Price, Profit, and the Rate ofProfit—
Categories and Everyday Mystifications

The value ofevery capitalistically produced commodity can be depicted
as ¢+ v + 5, where ¢ denotes the value of the means of production used
and v +s the value newly created by the expenditure of living labor. For
the capitalist, ¢ +v is the essential quantity: it indicates what the com-
modity costs the capitalist. Marx refers to this quantity as the cost price
of the commodity.

As far as the creation of the commodity’s value is concerned, cand v
play completely different roles: the value ofthe means ofproduction used
is transferred to the product, while the value of labor-power has nothing
to do with the value of the product, since a new value, based upon the ex-
penditure of labor-power, is transferred to the product. Mathematically,
this new value is equal to v +s (see section 5.1).

However, the different roles played by cand v in the creation of value
are not immediately apparent. To wit: in the form of the wage, all labor
appears to be paid labor. With v, labor’s contribution ofvalue to the fin-
ished product seems to be compensated, just as in the case ofc the value
contributed by the means of production is to be paid. A fundamental
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difference between both components of capital is not apparent. The sole
difference noticeable to the capitalist is that between fixed and circulating
capital, even though the difference between fixed and circulating capital
has nothing to do with the creation of value, but rather with the time of
the return of value (see section 6.2).

Surplus value s is initially just a surplus of the commodity’s value
above its cost price, which is to say above the value spent on its produc-
tion. The capitalist is aware that this surplus has its origin in the produc-
tive procedures that occur with his capital. However, since the capitalist
perceives no difference—with regard to the creation of value—between
the contribution ofindividual capital portions, this surplus seems to ema-
nate from all portions of capital equally (from constant and variable capi-
taljust as much as from fixed and circulating capital).38

Surplus value as the fruit of the total capital advanced is profit. In the
case of profit, the same quantity is set in relation to the value of the total
capital advanced rather than just the value of labor-power. But profit is
notjust another word for surplus value. Itis important to note that profit
is linked to a completely different notion, one that mystifies the actual
conditions. Surplus value is the surplus of new value, created by living
labor, above the value of labor-power; the expenditure of living labor is
(under capitalist conditions) the source of surplus value. Profit, on the
other hand, is the surplus of the commodity’s value above the portion
of capital advanced that is used in the commodity’s production; here,
capital appears as the cause of profit. Marx summarizes the difference
between surplus value and profit as follows:

In surplus-value, the relationship between capital and labour is laid bare.
In the relationship between capital and profit, i.e. between capital and
surplus-value as it appears on the one hand as an excess over the cost
price of commodity realized in the circulation process and on the other
hand as an excess determined more precisely by its relationship to the
total capital, capital appears as a relationship to itself, a relationship in
which it is distinguished, as an original sum of value, from another new
value that it posits. It is in consciousness that capital generates this new
value in the course ofits movement through the production and circula-
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tion processes. But how this happens is now mystified, and seems to
derive from hidden qualities that are inherent in capital itself. (Capital,
3:1309, last two sentences in corrected translation)

Profit’s mystification of actual relations has another mystification as
a presupposition, namely, the conception of the wage as the payment of
labor: only because the wage is not viewed as payment of the value of
labor-power, but rather as the payment of the value of labor, can surplus
value appear as profit, that is, as the fruit of capital.

Surplus value in the form of profit is notjust a conception that mysti-
fies actual relations; this conception is of practical relevance, since the in-
dividual capitalist is only interested in profit as a surplus ofthe commodi-
ty’s value above the value of capital required for its production. Thus, the
measure of valorization for the capitalist is not the rate of surplus value
slv, but rather the rate ofprofit s/(c +v). Every time capital is advanced,
the capitalist has an interest in the highest possible rate of profit; this
quantity is decisive for the practical activity of the capitalist.

The rate of profit can be raised—under otherwise constant condi-
tions—by an increase in the rate of surplus value (see chapter 5 on the
production of absolute and relative surplus value). But the rate of profit
can also be increased under a constant (and even falling) rate of surplus
value. Fundamentally, there are three possibilities.

1. ECONOMY IN THE USE OF CONSTANT CAPITAL. The ele-
ments of constant capital are dealt with sparingly. Such savings can
arise from an extension ofthe volume ofproduction: production that is
increased twofold does not necessarily require double the amount of
energy, buildings, etc. This is especially the case when the extension
of production is achieved through an extension of the workday: in a
two-shift workplace, one can produce twice as much with the same
machines and buildings as in a one-shift workplace. Only the raw mate-
rials have to be doubled. At a constant rate of surplus value, surplus
value and variable capital double, but the constant capital increases by
far less, so that the rate of profit increases enormously. Hence the capi-
talist can afford to pay overtime and night-shift bonuses. Due to this



PROFIT, AVERAGE PROFIT 145

the rate of surplus value decreases slighdy, but on the basis of the enor-
mous savings of constant capital the rate of profit nonetheless increases.
At a constant volume ofproduction, savings in constant capital can be
achieved by a more rational use of raw materials and energy, but also at
the cost of the laborers if cutting back on safety measures or by accept-
ing labor processes that are dangerous to workers’ health. We already
addressed the economization in the application of constant capital in
section 5.3, but only as something that reduces the cost of the product.
Now itis clear that this also increases the rate of profit.

2. ECONOMIZATION IN THE PRODUCTION OF CONSTANT
CAPITAL. Ifthe value of the elements of constant capital decreases,
then the value of constant capital also decreases, without necessitat-
ing any change in the concrete method of production. The increase
in the rate of profit in one sphere is thus a result of an increase in
productivity in another sphere.

3. ACCELERATION OF THE TURNOVER OF CAPITAL. Ifanindi-
vidual capital turns over twice in a year, then twice as much surplus
value is produced than in the case ofa capital which, under otherwise
identical conditions, only turns over once in ayear. The rate of profit
of the first capital would thus be twice as high as that of the second.
Acceleration in the turnover of capital increases the rate of profit.

7.2 Average Profitand Prices ofProduction

One thing becomes obvious in light of the method described above for
raising the rate of profit under an otherwise constant rate of surplus
value: two capitals that produce with the same rate of surplus value have
different rates of profit if they exhibit a different composition ofcapital c/v
at an otherwise equal turnover time or if they exhibit different turnover
times in the case ofan otherwise equal composition of capital.

For clarification’s sake, let’s use a numerical example, assuming the
rate of surplus value is a uniform 100 percent, while disregarding fixed
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capital. The two capitals A and B shall have the same turnover time of
one year. For capital A, c =90 and v = 10; for capital B,c =60 and v =
40. Then capital A should produce a surplus value s = 10, capital A’s
rate of profit amounts to 10/(90 + 10) = 10 percent. Capital B produces
asurplus value ofs = 40, the rate of profit here amounts to 40/(60 + 40)
=40 percent. The unequal composition of capital leads to different rates
of profit: the higher the composition ofvalue, the lower the rate of profit.
Now let’s take alook at capital C, which has the same composition of
value as capital A, but a turnover time of twice a year. Its surplus value
is therefore 2x10 =20, and its rate of profit amounts to 20/(90 + 10) =
20 percent, whereas capital A only achieves a rate of profit of 10 percent.
The shorter the turnover time, the higher is the (annual) rate of profit.
However, the composition of value and the turnover time of capi-
tal cannot be arbitrarily selected by the capitalists, but are bound by
the concrete conditions within individual branches: in a steel mill, for
example, considerably more constant capital in proportion to variable
capital is employed than in the clothing industry. If commodities were
sold “at their values,” that is, if the normal prices of commodities were
an adequate expression of the value of commodities, then there must be
completely different rates of profits among the individual branches, even
if the rate of surplus value, the exploitation of labor-power, is the same
everywhere. The sole aim of capital is valorization. The sole interest of
the owner of capital, insofar as he or she behaves like a capitalist, that is
to say as capital personified, consists in achieving the greatest possible
valorization ofhis or her advanced capital. If different branches offer dif-
ferent rates of profit, then capitalists will try to pull their capital out of
branches with low rates of profit and invest their capital in branches with
higher rates of profit. Ifthe movement of capital between branches is pos-
sible (and not, for example, impeded by legal restrictions), then more
and more capital will flow into branches with high rates of profit and out
of branches with lower rates of profit. This leads to the amount of avail-
able commodities increasing in branches with high rates of profit and
decreasing in branches with low rates of profit. Due to the competition
between capitalists, the increasing supply in the branches with initially
high rates of profit will on the one hand lead to decreasing sales prices
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and ultimately declining profit rates, whereas on the other hand the de-
clining supply in the branches with initially low rates of profit leads to a
rise in prices and ultimately increasing rates of profit. The different rates
of profit equalize into an average or general rate of profit.

The average profit attained by an individual capital is equal to the
cost-price of a commodity (the costs of means of production and wages
per commodity unit) multiplied by the average rate of profit. The prices
of production result from the sum of the cost-price and the average rate
of profit.® If the disbursements for means of production amount to 100
euros, for wages 20 euros, and if the average rate of profit is 10 percent,
then the cost-price of the commodity is 120 euros, the average profit 12
euros and the production price is 132 euros.

To the individual capitalist, this average profit appears to be a pre-
mium added to the cost-price. For him, the level of his individual profit
appears to depend upon two quantities: the sales price “set by the mar-
ket,” that is, the price at which he can sell the commodity and the level
ofthe cost-price. Ifhe can keep the cost-price down, such as through the
increased use of machinery and the decreased use of labor-power (see
section 5.2 on the production of relative surplus value), then he can add
more than the average profit to the price—thus obtaining an extra profit—
and still sell the commodity at its market price.

The actual profit of an individual capital, which can deviate from the
average profit, thus seems on the one hand to depend upon objective
conditions (market prices) and on the other hand upon the subjective
skill of the capitalist in producing at a low cost of production. The fact
that profit rests upon the appropriation of surplus labor is not apparent.
Quite the contrary: if the individual capitalist manages to produce with a
decreased amount of labor, then usually his profit will increase.

But in fact average profit is also dependent upon surplus value: not the
surplus value of the individual unit of capital, but rather from the surplus
value produced in the economy as awhole, that is, from the surplus value of
the total social capital. The equalization of rates ofprofit to ageneral rate of
profit means nothing other than a redistribution of the total social surplus
value. Ifcommodities were to exchange at their values, then every capitalist
would receive the surplus value produced with the help of his individual
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capital, and the profit rates of various capitalists would diverge widely. If
commodities are exchanged according to prices of production, then every
capitalist obtains a profit that on average is proportional to the magnitude
of the capital he has advanced, meaning that each capital achieves on aver-
age the same rate of profit. The capitalists behave toward the average profit
like shareholders in a corporation: the proportional profit is the same for
everyone; each shareholder obtains a share of the business’s profits pro-
portionate to the magnitude of his investment.

In the third volume of Capital, Marx sketched out a simple quanti-
tative method of calculation to arrive from a system of value (meaning
that for the various branches, c, v, and s are givens, and should be the
same for all capitals within a branch) at a system of production prices.
This method of calculation, however, has proven to be wrong. The fact
that it contains an error was also noted by Marx (Capital, 3:265), but
he underestimated the effects of this error. The “transformation prob-
lem,” the question as to how (and whether) magnitudes of value can be
transformed into production prices, was discussed intensively in the last
century (I deal extensively with this debate in Heinrich, 1999).

But within the framework of a monetary theory ofvalue, there can be
no point to any sort of procedure for calculating production prices from
values.fRather, the “transformation ofvalues into prices of production”
represents a conceptual advancement of the form-determination of the
commodity.

One can only speak of an exchange ofvalues as long as the sole de-
termining moment of exchange is the relation of individually expended
labor to the total labor of society. For the individually expended labor to
constitute value, the three acts of reduction consummated in exchange
must be given (see section 3.3). The commodity in this case (that is,
the commodity as dealt with in chapter 3) is a capitalistically produced
commodity, but the examination of the commodity abstracts from the
existence of capital.

The concepts thus gained—value, magnitude of value, money,
etc. constitute the categorical premise necessary for the depiction of
the production and circulation processes of capital (see chapters 5 and
6). But capital as dealt with in these analyses is still not capital as it
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exists in its empirical, individual manifestations. Only after capital is
depicted as the unity of production and circulation are we at the point
where we can deal with the fundamental properties ofempirically exist-
ing individual capitals.

The transition from value and surplus value to production price and
average profit is not a historical or even a temporal sequence, but rather
a transition between different levels ofdescription. At the level of value
and surplus value, the capitalist socialization via exchange is conceived
abstracdy, and exchange is determined by the relationship of individually
expended labor to the total labor of society; at the level of production
price and average profit, exchange is determined by the relationship of an
individual capital to the total social capital. Here it becomes manifest that
exchange is not merely the socialization of commodity producers, but the
socialization of capitalist commodity producers.4

7.3 The “Law ofthe Tendency ofthe Rate ofProfit to Fall™
A Critique

In the late eighteenth and in the nineteenth century, the notion that the
average rate of profit in the developed capitalist countries has a tendency
to fall was considered an indisputable empirical fact, although the rea-
sons for the fall of the rate of profit were subject to dispute. There can be
many different causes for afall in the rate of profit, rising wages, for exam-
ple, or arise in the price of raw materials. But those causes are of a rather
coincidental and temporary nature: wages can once again decline, and
raw materials can become cheaper, so that the rate of profit rises again.

What Marx intended to show under the rubric “law of the tenden-
cy of the rate of profit to fall” was that, independent of such temporary
causes, there is a tendency for the rate of profit to fall “deriving from
the nature of the capitalist mode of production itself” (Capital, 3:319).
That is, disregarding all particular circumstances, the general properties
of capitalist development should bring about a tendency of the rate of
profit to fall. Whether or not Marx managed to provide proofof this is a
topic of heated debate.
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At the beginning of this chapter, it was pointed out that the rate of
profit can be raised through the economization of constant capital or
through the acceleration of capital turnover, but that the actual source
of valorization is the exploitation of labor-power. In chapter 5 it was
made clear that there are two fundamental possibilities for increasing
the exploitation of labor-power: lengthening of labor-time (“produc-
tion of absolute surplus value”) and reducing the value of labor-power
through an increase in the productivity oflabor (“production of relative
surplus value”). The lengthening of labor-time is, however, only pos-
sible within limits, thus the typically capitalist method for increasing
exploitation is the production of “relative surplus value,” and through
the implementation of increasingly expensive machines at that. The
constant revolution of production and the increasing displacement of
human labor through the introduction of newer and more efficient ma-
chines—this is the picture given by the capitalist mode of production
since the late eighteenth century. Such an accelerated development of
the forces of production did not exist in any other mode of production
preceding capitalism.

In chapter 5.2, it was shown that the individual capitalists introduce
productivity increases in order to achieve an extra-surplus value (or
rather, as we can now say, an extra profit above the average profit). This
extra profit disappears when the increase in productivity is generalized.
Then the value and the production price of the commodity respectively
decrease. Insofar as the commodity enters into the consumption ofwork-
ing-class households, then the value of labor-power also decreases, so
that as a result the rate of surplus value increases.

Marx intends to prove that the average rate of profit falls due to this
typically capitalist method of increasing productivity: as a result of the
ceaseless drive for extra profit, not only should there be adecreased value
(or production price) of the commodity as a result of the generalization of
the new conditions of production, but also (behind the backs and against
the wills ofthe individual capitalists) a decline in the average rate ofprofit.

For Marx, the tendency for the rate of profit to fall and capitalist de-
velopment of the forces of production are two sides of the same coin. If
Marx had been able to conclusively prove the connection, then he would
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have shown that a falling rate of profitbelongs to the “essence” of capital-
ism. We will now take a detailed look at Marx’s argumentation.

If the average rate of profit falls, the individual rates of profit for all
capital units do not necessarily have to fall. However, this must be the case
for most of the largest individual capitals. If the falling rate of profit is in
fact a typical tendency, then it must demonstrate itselfin the case ofa typi-
cal individual capital. Marx’s arguments refer to such a typical individual
capital. Just as Marx did, we will remain in the following at the level ofval-
ue (production prices entail additional complications), disregarding fixed
capital and assuming a constant turnover time of one year. The product
thus has avalue ofc +v +s and the rate of profit amounts to 5/ (c +v).

As discussed in chapter 5, as a consequence of increasing produc-
tivity via the implementation of machinery, the rate of surplus value s/v
increases, as does the value-composition of capital c/v. The quantitative
development of these two magnitudes is decisive for the movement of the
rate of profit. Ifone divides the numerator and denominator in the above
formula for the profit rate by v (we are merely abbreviating the fraction by
v, thus not changing the numeric value ofthe fraction), then we obtain the
following expression for the rate of profit:

S slv slv

c+v c/v +viv cv+1

Here, the rate of surplus value and the value-composition of capital
are visible as determinants of the rate of profit.

Marx bases his arguments for the tendency of the rate of profit to fall
upon arise in c/v. Ifs/v were to remain constant, then arise in c/v would
automatically lead to a decline in the rate of profit (the numerator of our
fraction remains constant, the denominator increases, and thus the value
of the fraction decreases). However, Marx claims that the rate of profit
also falls in the case of an increasing rate of surplus value.

Ifboth the rate of surplus value s/v and the value-composition of capi-
tal c/v increase, then the profit rate only falls ifc/v + 1 (the denominator of
our fraction) increasesfaster than s/v (the numerator). In order to prove
that the rate of profit necessarily falls, it is not sufficient to prove that
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c/v increases. One must also show that c/v increases by a certain degree
that the condition just named is fulfilled. And here lies the fundamen-
tal difficulty for every proof of the “law of the tendency of the rate of
profit to fall”: ageneral statement about the degree ofincrease for c/v is not
possible. In one case, a specific increase in productivity can be achieved
through a small quantity of additional constant capital; c/v thus increases
only a little bit, which can lead to the rate of profit rising, not falling, as
aresult of the increasing rate of surplus value. In another case, the same
proportional increase in productivity may require a large amount of ad-
ditional constant capital; c/v thus increases strongly, and the rate ofprofit
eventually declines.

Marx also does not attempt to directly prove that c/v always rises
to such a degree that the rate of profit falls. Instead, he starts with the
amount of surplus value (the mass ofsurplus value). The total surplus
value of a capital results from the average per capita surplus value multi-
plied by the number N of workers, where the average per capita surplus
value is equal to the rate of surplus value s/v multiplied by the average per
capita wage Vk Thus, for the total surplus value:

s=s/v Xx Vkx N

If the number of workers declines, then the surplus value produced
is reduced. But if the rate of surplus value increases at the same time,
then the decline in the number of workers can be compensated for and
the same mass of surplus value is produced; this is only the case within
certain limits, however, since the surplus value per capita cannot be ar-
bitrarily large. This can be demonstrated using a simple example (see
Capital, 3:356). Ifwe assume that 24 workers perform two hours of sur-
plus labor every day, then the total amount of surplus labor is 48 hours.
But if the number of workers declines to two, then these two workers are
not able to perform 48 hours of surplus labor per day, regardless of how
large the rate of surplus value is. This conclusion can be generalized: if
the number of employees declines beyond a certain critical mass, then at
some point the amount of surplus value produced also declines, regard-
less of how strong the rate of surplus value increases.
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Marx thought he had sufficiendy proven the law of the tendency of
the rate of profit to fall using this consideration. But that was not the case.
A declining mass of surplus value s only indicates afall in the rate of profit
with certainty when the total capital ¢ +v required for the production of
this surplus value has not also fallen, but has at least remained constant.
And Marx implicitly assumes this precondition in his example. But this
assumption is not unproblematic. If, to stay with our example, instead
of 24 workers only two are employed, then the amount of wages paid is
correspondingly smaller. If the value of labor-power remains constant,
variable capital would be reduced to 1/12 ofits previous value. But since
the rate of surplus value increases enormously, the value of labor-power
is also drastically reduced, and the two remaining workers would expend
much less than 1/12 of the previous variable capital. For the total capital
to remain the same it is not sufficient for the constant capital c to increase,
rather, it must increase by a certain amount; namely, it must increase by
the same amount that the variable capital has been reduced. Whether
or not this is the profit fall cannot be answered at such a general level:
we don’t know whether the productivity increase has been implemented
with alot or alittle additional constant capital.

If constant capital does not increase strongly enough to compensate
the reduction ofvariable capital, than the total capital advanced declines.
In this case, we have a declining mass ofsurplus value and declining capi-
tal. Whether the rate of profit falls depends upon what falls quicker, the
mass ofsurplus value or the advanced capital. Ifthe mass ofsurplus value
falls quicker than the advanced capital, then the profit rate declines; if the
advanced capital declines quicker than the surplus value, then the rate of
profit increases despite the reduction in the mass of surplus value.

In contrast to Marx, we cannot assume a “law of the tendency of the
rate of profit to fall.” This doesn’t mean that the rate of profit can’t fall,
which may very well be the case. However, the rate of profit can also rise.
A long-lasting tendency for the rate of profit to fall cannot be substanti-
ated at the general level of argumentation by Marx in Capital.™

Now the question is whether Marx’s critique of political economy re-
ally loses anything without the “law of the tendency of the rate of profit
to fall.” Many Marxists regarded this “law” as the foundation of Marx’s
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crisis theory, which is one reason why the debates were conducted with
such vehemence. As we will see in chapter 9, Marx’s crisis theory does
not require this “law.”

For Marx, the law expressed something more general, namely

that the capitalist mode of production comes up against a barrier to the
development of the productive forces which has nothing to do with the
production ofwealth as such; but this characteristic barrier in fact testi-
fies to the restrictiveness and the solely historical and transitory charac-
ter of the capitalist mode ofproduction. (Capital, 3:350)

Even without this, the limitations of the capitalist mode of produc-
tion are already manifest in the fact that the development of the forces
of production and the production of wealth are subordinate to the val-
orization of value, and this narrow goal unleashes a glut of destructive
forces against humanity and nature. Whether the expression of value in
the terms of capitalists and accountants rises or falls, it does not alter the
fundamentally blinkered character of the capitalist mode of production.



8. Interest, Credit, and “Fictitious Capital”

8.1 Interest-bearing Capital, Interest, and Profit ofEnterprise—
the Consummation ofthe Capital Fetish

For as long as money has existed, it has probably been lent at interest.
Interest-bearing capital existed long before the entire economy was orga-
nized on acapitalist basis; we find itin the most diverse social formations,
in the slaveholding societies of antiquity as well as in the feudal societ-
ies of the Middle Ages. In pre-bourgeois societies, kings and princes
incurred debt as a means of financing their luxury consumption and
wars; outstanding debts and interest were then paid back with money
raised through taxes and conquest. But peasants and artisans experienc-
ing financial hardship would go into debt; they had to pay back the debt
by working, which in light of their penury and interest rates of 20 or 30
percent or more was often not possible. As a result, they lost their homes
and farmlands. Expropriation by “usurers” was a widespread phenom-
enon. Lenders were perceived as “bloodsuckers,” and hatred for usurers
was the consequence.

Under capitalist relations of production, that is, when production is
also organized capitalistically, lending money occurs under completely
different conditions. On the basis of capitalist production, a sum ofmon-
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ey can be transformed into capital, and one can expect that this capital
will yield an average profit. Money is not, as it was under simple circu- i
lation, an independent expression of value and therefore exchangeable
with every other commodity. Money is now potential capital:

In this capacity ofpotential capital, as ameans to the production ofprofit, it
becomes a commodity, but a commodity ofa special kind. Or what comes
to the same thing, capital becomes a commodity. (Capital, 3:459-60)

The sale of this unique commodity has a unique form: money is lent.
What is “sold” is its ability (under capitalist conditions) to yield a profit
within a specific period of time. The “price” paid for this unique com-
modity is interest. This interest is paid from the profit that was made with
the help of the money.

Non-capitalists—such as wage laborers—also borrow money, wheth-
er as a result of financial difficulties or in order to finance consumption.
These loans must then be paid back out ofwages. Such “consumer cred-
its”” are quite meaningful and also play an important role in the course of
the accumulation process, since they contribute to the stabilization ofde-
mand. But what is new in capitalism is that a large number of loans serve
the enrichment o fthe debtors: they borrow money to use it as capital. This
form of credit, which only existed as an exception in pre-bourgeois soci-
eties, is the typical form of credit for capitalist enterprises, and dominates
all other forms. The special form of circulation of modem interest-bear-
ing capital is therefore:

M—M—C—M M "

Modern interest-bearing capital (and in the following we refer only
to this type, and will therefore leave out the adjective “modern”) is thus
advanced twice: once by its owner to the industrial capitalist, and then by
the industrial capitalist to finance a profit-yielding production process. 9
There follows a double return: first to the industrial capitalist, and then
from the industrial capitalist to the lender. The return to the industrial
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capitalist contains a profit (in the case of successful valorization), and the
return to the lender contains interest, which is paid from this profit.

The fact that interest is paid out of profit does not yet say anything
about the rate of interest. Under “normal” capitalist conditions, the rate
ofinterest will lie above zero (otherwise the lender of money would have
no reason to lend it), but under the average rate of profit (otherwise, the
industrial capitalist would not demand additional capital).88The rate of
interest at any given time will depend upon the levels of supply and de-
mand; a “natural” interest rate or a “natural” relationship between the
rate of interest and the average rate of profit does not exist.4

Marx refers to the capitalist who owns interest-bearing capital as
the money-capitalist, whereas the capitalist who borrows this capital
is thefunctioning capitalist, in whose hands the interest-bearing capi-
tal becomesfunctioning capital within the reproduction process. Each
functioning capital yields a certain profit, the gross profit, the amount
of which can be above or below that of the average profit. Interest is
paid from this gross profit, and what remains is the profit of enterprise
(Untemehmergewinn) received by the functioning capitalist.

The division of gross profit into interest and profit of enterprise is
initially just a quantitative division. However, this quantitative division
consolidates into aqualitative one that even capitalists who don’tborrow
capital include in their deliberations.

The money-capitalist is the owner of interest-bearing capital. He re-
ceives interest for putting his property at the disposal of others. Thus
interest appears to be merely the fruit of the ownership of capital, capital
that seems to exist outside of the production process. In contrast, profit of
enterprise seems to be the result of capitalfunctioning in the production
process. Interest and profit of enterprise therefore appear to be qualita-
tively different amounts, originating from different sources. This illusion is
strengthened by the fact that the rate of interest develops on the market as
auniform quantity, not dependent upon individual capitalists, whereas the
rate of profit of an individual capital (and therefore also that of the respec-
tive profit ofenterprise as a surplus above the rate ofinterest) can definitely
he affected by measures taken by functioning capitalists (reducing costs of
the means of production, shortening turnover time, etc.; see section 7.2).
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The distinction between interest and entrepreneurial profit is also
relevant for the capitalist who does not use borrowed capital: he has the
choice of lending his capital and therefore obtaining merely the interest
or allowing it to function in the production process. However, the result
of this functioning appears for all intents and purposes as profit ofenter-
prise, and not as the total profit, since he would have obtained the interest
anyway. The capitalist class as a whole is not able to choose the manner
in which it uses its capital—without functioning capitalists, no interest at
all could be paid—but the individual capitalist definitely has the choice.

Interest is an expression of the valorization of capital, the exploita-
tion of labor-power, but capital stands in antagonism to wage-labor only
within the exploitation process. In the case of interest-bearing capital,
this antagonism is no longer visible, because capital is interest-bearing as
property, outside of the production process. The money-capitalist does
not confront the wage-laborer, but confronts the functioning capitalist
who borrows capital. Interest expresses capital’s capacity for appropriat-
ing the product ofexternal labor, but it expresses this capacity as a char-
acteristic of capital that inheres to it outside of the production process
and independent of the determinate capitalist form ofproduction.

But the functioning capitalist also seems not to stand in an antagonis-
tic relationship to the wage-laborer. The profit ofenterprise gained by the
functioning capitalist appears to be independent of capital-property (this
is already paid through interest), and is regarded as the result of func-
tioning within the production process, a production process that seems
not to exhibit any capitalist determinations but appears as a mere labor
process. According to this perception, the functioning capitalist obtains
the profit of enterprise not as an owner, but rather as a particular type
of worker—a worker responsible for the supervision and administration
of the labor process. The work of exploitation and exploited labor both
count as labor. As a result:

The social form of capital devolves on interest, but expressed in a neutral
and indifferent form; the economic function of capital devolves on profit
ofenterprise, but with the specifically capitalist character of this function
removed. (Capital, 3:506)
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What is peculiar to interest-bearing capital is not interest—this is
merely a particular expression of the valorization of capital but the
seemingly unmediated form of this valorization as expressed in the
equation M—M’: money appears to multiply all by itself. Marx there-
fore referred to interest-bearing capital as the “most superficial and
fetishized form” (Capital, 3:515) of the relations of capital (for how
the capital fetish emerges from the capitalist process of production, see
section 5.3), because

the social relation is consummated in the relation of a thing, money, to
itself. [. .. ] Thus it becomes as completely the property of money to
create value, to yield interest, as it is the property of pear-trees to bear
pears. (Capital, 3:516)

Accompanying this “most fetish-like form” of the capital relation his-
torically is a series of truncated critiques of capitalism that all amount to
criticizing not the capital relation itself, but merely the existence of in-
terest, thus disregarding the connection between interest and the capital
relation. The collection of interest was, on the one hand, contrasted to
“productive” capital and criticized on moral grounds as a form ofincome
that is not based upon one’s own effort. On the other hand, the existence
of interest was declared to be the root ofall evil in society: all of society is
enslaved in order to ultimately pay interest to the owners of money (see
connection to anti-Semitism, section 10.2).

8.2 Credit Money, Banks, and “Fictitious Capital”

In the previous section, we examined the form-determination exhibited
by interest-bearing capital as distinct from industrial capital, as well as
the inverted perceptions arising from it. Now we must concern ourselves
with the historically changing institutions that mediate the movement of
interest-bearing capital: the banks and capital markets.%

Banks are brokers of credit transactions. On the one hand, they receive
deposits from owners of money, and, on the other, they lend money. The
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deposit rate ofinterest paid by banks is smaller than the interest rate charged
by banks when they make loans. The bank’s income comes from the dif-
ference. Whatever remains after deducting the costs is the banking profit.4

But banks are not just passive intermediaries that transport money
from one hand to another. Banks also “create” money: credit money.

Credit money is a promise to pay that itself performs functions of
money. Credit money already comes into being when person A bor-
rows 100 euros from person B and signs a promissory note that remains
with B (ifthe note has a fixed, relatively short-term date of payment, one
speaks of a bill ofexchange). This promissory note is a promise to pay
from A. If B now purchases a commodity from person C and C accepts
this promissory note as a means of payment, then A’s promise to pay has
functioned as money. Alongside the original 100 euros in cash (the “real
money” with which A can make purchases), an additional 100 euros of
credit money (with which B makes apurchase) is also in circulation. This
credit money emerges “from nothing” with the granting of a loan and
vanishes again “into nothing” with the redemption of the promise to pay.
The promissory note is wiped out.

As a rule, it is not only promises to pay by private individuals that
are circulated, but also those of banks or institutions similar to banks,
like credit card companies. If| pay for a purchase with a check or credit
card, then the seller does not receive actual money from me, but rather a
promise to pay—namely, the formal guarantee that he or she will receive
money from the bank or credit card issuer upon presentation ofthe check
or sales draft, respectively. However, | am not the one who guarantees this
promise; the bank does.47

Credit money results from every deposit at a bank: if | deposit 100
euros cash into my bank account, then the bank has 100 euros in its re-
serves (and can lend it, for example, to make aloan); at the same time my
account balance, which | may dispose of via check or bank transfer, in-
creases by 100 euros. Thus, in addition to the 100 euros that was moved
from my pocket into the bank’s reserves, 100 euros of credit money have
accrued to my bank account.

Now ifthe seller that I have paid by check uses the check to credit his
account, the credit money was merely transferred from my account to his
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alld Gan continue to function as credit money. Only if the seller cashes
the check (that is to say, requests cash from the bank’s reserves) is credit
money eliminated. In actual fact, the bank (barring legal regulations) only
has to keep on hand a small fraction of the 100 euros | deposited, in the
form of cash reserves (enough to satisfy average demand), and the rest
can be used. But since most payments are cashless payments between
bank accounts (and since most loans are not made in cash, but as credit
money), the amount of money the bank has to keep on-hand is a small
fraction of the credit money it creates.

In order to make loans, banks are not solely dependent upon depos-
its. They can also borrow money from state central banks. The central
banks are the only institutions allowed to print money. In an economy
no longer tied to a money commodity, central banks “create” real money
(“real” as opposed to credit money, which is only a promise to pay mon-
ey). The central bank is not bound by any formal limits concerning this
money creation.

As long as the money system was still tied to a money commod-
ity (for example, gold), banknotes were not real money, only stand-ins,
and the issuing of treasury notes by central banks was still restricted
by regulations. The issuing of money had to be covered to a certain
amount by the gold reserves of the central bank. Ifa demand was made
to convert notes into gold, gold reserves decreased and the central bank
could only issue a smaller number of notes. Precisely in crisis situa-
tions, there was a run on gold at the same time the need for credit grew,
so that the banks required more banknotes. The run on gold made an
increase in the issue of banknotes impossible without suspending regu-
lations. The money commodity proved to be an avoidable impediment
to capitalist reproduction. Since the monetary system today is no lon-
ger tied to amoney commodity (see the conclusion of section 3.7), this
impediment no longer exists. Without a money commodity, the bank-
ing system can react more flexibly than before during crises—however,
this does not mean that crises themselves can be avoided (see chapter
9 regarding this point).

Contrary to the position of Marx that the existence of a money com-
modity is unavoidable in capitalism, itis clear that a monetary system tied
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to amoney commodity is in no way a property of capitalism at its “ideal
average” (for more on this point, see Heinrich, 1999,302).

On the capital market, borrowers and lenders of money enter into a
direct credit relationship with one another. Borrowers, above all large en-
terprises and states, get money directly from money owners and promise
in return to pay a fixed annual interest as well as the principle at a fixed
date. In return for making the loan, lenders receive a security or bond in
which conditions are stipulated (because of the fixed interest rate, one
speaks of afixed-interest security). Since the loan comes off without the
aid ofany bank,8lenders and borrowers can share among themselves the
difference between the rate of interest on bank deposits and the interest
rate for loans offered by the bank: the interest rate on securities is normal-
ly lower than the interest rate for loans offered by banks and higher than
the rate of interest on bank deposits. However, the lender now shoulders
the burden of risk entirely: if the enterprise to which he has lent money
goes bankrupt, he loses his money. For that reason usually only large en-
terprises assumed to remain solvent are in a position to issue bonds. On
the other hand, ifan enterprise or individual borrowing from a bank goes
bankrupt, this reduces the bank’s profits, but does not affect deposits as
long as the bank itselfdoes not go bankrupt.

Securities are not the only means through which business can ob-
tain money on the capital markets. They can also do so by issuing stocks.
Through the purchase of a stock, one acquires a share of the respective
enterprise, becoming a co-owner. Similar to fixed-interest securities, the
stock constitutes a claim: the owner of the stock is entitled to vote at
shareholders’ meetings and to a slice of the distributed earnings (called
dividends), both proportional to the individual’s percentage of the en-
tirety of shares. However, there is no entitlement to the repayment of the
price of the stock by the enterprise, and the level of distributed gains is
also not fixed, but depends upon the course ofbusiness.

Fixed-interest securities and stocks can be sold on the capital market.®
They have a price, their respective market price or share price (one can
read the previous day’s stock exchange quotations in the business pages of
major newspapers). However, these papers have no value, but constitute
mere claims on value (interest and dividends). What are traded are claims: j
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after the sale the enterprise no longer pays interest or dividends to Person
A, but to Person B. In everyday life, as well as in the dominant economic
theories, no distinction is made between price and value: the market price
of the stock or fixed-interest security counts as its ‘Value.”

The amount the owner of afixed-interest security obtains for its sale
(the market value) depends upon the current market interest rate. Let’s
assume that A bought a security from business Y in the last year and paid
1,000 euros for the right to be paid 50 euros annually for ten years and
the original principle of 1,000 euros at the end of this ten-year period.
Person A has thus purchased a bond with the nominal value of 1,000
euros and an interest rate of 5 percent (relative to the principle). Now
let’s further assume that in the next year, interest rates climb to 7 percent.
That means that for any new bond costing 1,000 euros, the annual inter-
est payment is 70 euros. If A now wants to sell his bond, he won’t find
anyone who will pay him 1,000 euros for it, since the interest payment is
fixed at 50 euros. Person A will only be able to sell the bond if he settles
for an amount less than 1,000 euros; the market value of the bond falls
below the nominal value when interest rates rise. In the case of falling
interest rates, the market value would rise above the nominal value.®

Likewise in the case of the sale ofstocks: here the share prices are con-
stantly changing. But their movement is not decided solely by the current
dividends, but also by thefuture profits of the business. Dividends play
only a secondary role, since only a tiny portion of the profit is doled out
to shareholders in the form of dividends—the greater portion is invest-
ed. However, the future profit is never a certainty, but rather an expected
quantity. Ifthe expectations of profits increase, then the share prices also
increase; if expectations decline or if there is great uncertainty concern-
ing them, then the share prices decline. In this respect, the course of the
share price does not express contemporary developments, but rather, ex-
pectations concerningfuture developments.

The circulation ofsecurities and stocks constitutes an act of duplica-
tion similar to credit money. In the case of credit money, payment prom-
ises circulate alongside real money, whereas in the case of stocks and
bonds, we are dealing, on the one hand, with real capital flowing from
investors to a business and used by the latter, and on the other hand, a
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claim on interest or the payment of dividends that is traded and circu- 1
lated at fluctuating market prices.

Due to their specific “value determination” (meaning the determi- j
nation of market value oudined above), Marx refers to these circulat- |
ing claims, securities, and stocks asfictitious capital. This term does
not mean that these claims cannot be redeemed. Rather, it refers to the
fact that the real capital the owner originally possessed in the form of
money has been advanced only once, during the purchase of stocks and
bonds. After that, it is possessed by the business and is advanced by it.
Securities, stocks, and bonds represent mere claims to certain payments;
their “value” (the market price) has nothing to do with the amount of
value originally paid for these claims (now this amount of value exists in
the form of, for example, productive capital within an enterprise, or in
the case of government bonds, has been spent by the state). The “value”
of such claims is an arithmetic value, which, in the case of fixed-interest
securities, rests upon the relation between the interest rate of the security
and the current market rate of interest, and which in the case of stocks
rests upon profit expectations.BL T he extent to which this “value” is con-
stant and leads to corresponding payouts in the long term depends upon
the actual profits of the respective enterprise.

Since profit expectations can change quickly, the course of stocks can
also change quickly. For that reason, during a single trading day, billions
ofeuros in marketvalue (that is, billions in fictitious capital) are destroyed i
on the market in the case of rapidly declining share prices, and billions of
euros in market value are created in the case of strongly increasing share |
prices. These amounts are not reserves that can be destroyed or newly |
created and hypothetically invested for other purposes, but rather are
arithmetic valuations of commercial papers. However, these fluctuations
are also not insignificant occurrences. If shares and bonds are used as J
collateral for loans, then the collateral is devalued in the case of declining
market prices. The borrower then has to offer further collateral or pay |
back the loan; if he can’t do that, he goes bankrupt. If the bank experi- |
ences too many such defaults, it is also threatened with bankruptcy.

Expectations have atendency to reinforce themselves over aperiod of |
time: ifshare prices rise, many people want to hop on the bandwagon, the j
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demand increases, share prices rise further, and even more money own-
erswant tojump on the bandwagon; ifshare prices fall, then many people
want to get rid of their stocks, the supply increases, share prices further
decline, etc. Strong oscillations in performance are the consequence: a
bull market (strongly rising share prices) is followed by a bear market
(falling prices).

8.3 The Credit System as a Regulating Instance
ofthe Capitalist Economy

We can sum things up by referring to banks and capital markets as the
credit system. The movement of interest-bearing capital mediated by
this credit system is not a mere addition, a “superstructure” resting atop
industrial capital. Although, as will be made clear shortly, interest-bear-
ing capital emanates from the circulation of industrial capital, the move-
ment of industrial capital is not at all possible without credit.

In chapter 3, we emphasized that Marx’s value theory is a monetary
theory of value: the commodity and value cannot exist and also cannot
be conceptualized without reference to money. The same can be said
concerning the relationship between capital and credit. However, within
traditional Marxism, a non-monetary theory of value was dominant, as
was a conception of credit that reduced it to a mere appendage that was
unnecessary for the existence of capital, and unnecessary for an under-
standing of capital.

In the circulation ofindustrial capital there emerges an array of funds
that consist of temporarily “idle” capital: as a result of the sale of com-
modities, advanced capital returns that cannot be immediately employed
as capital. Most important are accumulationfunds (surplus value to be in-
vested, but only at a later time, because for example aminimum amount is
required for investment) and sinkingfunds (in which the value elements
of fixed capital are collected; see section 6.2). Until they are invested,
such funds can be used as interest-bearing capital.

Instead ofwaiting for these funds to fill up, aportion ofaccumulation
as well as the renewal of fixed capital can be financed through credit,



166 AN INTRODUCTION TO KARL MARX’S CAPITAL |

so that the ensuing returns do not flow into an accumulation or sinking j
fund, but toward the payment of interest and principle on the loan.

Ultimately, the circulation of surplus value (that part of the total so-
cial product with avalue corresponding to the total social surplus value)
is not possible without either the existence of reserves or the issuing of
loans: disregarding fixed capital, the capitalists of a single country ad-
vance capital with avalue c +v in the course of ayear, but produce prod-
ucts with avalue ofc +v +m. The question is thus posed as to where the
money to pay for the products comprising the value of m should come
from. One possibility consists in a part of the capitalists possessing a
reserve fund in addition to the capital advanced for production. They
could then purchase a portion of m, and the capitalists that have sold
this portion can in turn use this money to purchase commodities from
the first group of capitalists, so that at the end of the process all of the
products have been sold and the reserves return to their original own-
ers. However, a reserve fund existing only to facilitate circulation implies
forgoing the chance to valorize this sum. If capitalists follow the maxim
of the greatest possible valorization of capital, then they will not possess
such a reserve, but will instead finance the corresponding purchases by
means of short-term loans.

Itis thus the circulation of capital that generates temporarily idle capi-
tal on the one hand and the demand for credit on the other hand. The
volume of credit increases with the growth of total social capital. The
mere growth of credit transactions is itself not a sign of capitalist crisis
or instability.

A developed credit system makes it possible for an individual capital
to forgo the accumulation of reserves and lend out idle capital. But by
taking out a loan, an individual capital has the possibility to accumulate
far more than merely the profits of the previous period. Thus for a capi-
talist enterprise, a certain amount of debt is in no way “unhealthy” or a
sign of weakness. In precapitalist societies, producers usually went into
debt only as a result of emergencies and more often had problems paying
the interest on loans. Under capitalist relations, credit serves primarily to
finance additional accumulation: credit should raise the rate of profit as
measured by the equity ofa single capital. Let us assume the average rate
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ofprofit is 8 percent and the market rate of interest to be 5 percent. Ifa
capitalist invests a million euros, he can only expect a profit of 80,000
euros. Ifhe borrows a further million and this second million also yields
the average profit, then our capitalist obtains an additional 80,000 euros,
from which he has to pay back 50,000 euros as interest to the lender of
the second million. His total profit amounts to 80,000 plus 30,000, or
110,000 euros: his own capital (the first million) has brought in, as a
result of the loan, notjust the average profit of 8 percent, but 11 percent.
This increase in the rate of profit is the primary motive for taking out
loans. If expectations are not fulfilled—whether because an individual
venture fails, or while the general economic situation deteriorates—then
it may come to pass that the actual rate of profit obtained lies below the
official rate of interest. In this case, the borrowed capital has not yielded
anadditional profit but aloss (the difference between interest and profit).

Further, the existence of credit also has effects upon the total social
capital. The movement of capital between branches, through which the
equalization ofprofit rates occurs (see section 7.2), essentially consists of
achange of credit flows, so that in one branch alot is accumulated, while
in others less is accumulated; the shift of already invested capital would
otherwise be considerably more difficult and above all time-consuming.
Credit and adeveloped credit system make it possible to concentrate and
redirect enormous masses of capital in a short period of time. Often this
isjust what is required for the accelerated development of new forces of
production, since the introduction of new technologies usually demands
considerable initial investments.

The existence of the credit system makes it possible notjust for in-
dividual capitals, but for the total social capital to accumulate more than
just the profits of the previous period, insofar as the objective conditions
ofaccumulation are in place. An expansion of lending can thus also lead
to a considerable surge of accumulation (just as restrictive lending can
choke off the accumulation process). To this extent, the credit system
constitutes a structural regulating instance of the capitalist economy.
Capitalists are anxious to invest as much capital as possible in spheres
where the highest rate of profit is expected. Since these investments as a
rule are at least partially financed through loans or the issue ofshares, the



168 AN INTRODUCTION TO KARL MARX’S CAPITAL

extent to which the movement of capital goes smoothly and the speed of
accumulation fundamentally depend upon the credit system, that is, the
banks and capital markets.

The credit system grants accumulation its flexibility. It “accelerates
the material development of the productive forces and the creation of the
world-market,” but it is also the “the principal lever of overproduction
and excessive speculation in commerce” (Capital, 3:572). The regula-
tion of accumulation by the credit system is a thoroughly crisis-prone
process. The granting of credit, but above all the trade in stocks and
bonds, “live” on expectations and insecurity. “Speculation” must oc-
cur, and this speculation can also fail and lead to the destruction of the
invested capital. On the financial markets, this can lead to speculative
“bubbles” (excessive share prices) and the subsequent “crash” (a sudden
fall in prices), but before the crash one never knows for sure whether itis
a bubble or whether high share prices are indicative of an increase in the
profitability of the respective capitals.

Itwould be wrong to oppose “speculative” financial markets to a“sol-
id” capitalist production. Every act of capitalist production contains a
speculative element, since no capitalist can be completely sure he will re-
alize his value or at what price. Speculation on financial markets is more
obvious and rapid, but in no way something qualitatively different from
capitalist production. Both proceed from necessarily uncertain expecta-
tions and both attempt to achieve the same thing through the trade in
their respective products: the maximization of profit.

However, the relationship between financial markets and industrial
production is not constant in either a quantitative or qualitative respect.
This relation can be different in various countries, and can also change
in the course of capitalist development. Thus discussions concerning
the metamorphoses of the financial markets constitute one of the central
threads of the debate in the past few years concerning globalization.



9. Crisis

9.1 Cycle and Crisis

Severe disruptions in the economic reproduction of a society are referred
to as an economic crisis. In a capitalist economy, this means that a large
number of the commodities produced are no longer sellable: not because
there is no existing need for the corresponding products, but because there
is no demand backed by buying power. Commaodity capital can no longer
be completely transformed into money capital, so that the advanced capital
is poorly valorized and accumulation decreases. The demand on the part
of capitalist enterprises for the elements of productive capital—means of
production and labor-power—also decreases. Mass unemployment and a
decline in the consumption ofthe working class are the consequences, thus
leading to a further decline in demand that further intensifies the crisis.

Capitalism is not the only mode of production in which massive pov-
erty exists alongside enormous wealth, but it is the only mode of produc-
tion where a surplus of goods constitutes a problem: unsellable goods
lead to the ruin of their owner while people who need these goods the
most are unable to sell the only thing they possess: their labor-power.
The reason is that capital has no need for their labor-power, since it can-
not profitably make use ofit.
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Ever since the early nineteenth century, when industrial capitalism
became dominant in England, and then in France, Germany, and the
United States, crises occurred in the developed capitalist societies at
roughly ten-year intervals. Periods of accelerated accumulation with high
rates of profit and increasing wages were followed by stagnation and cri-
sis, which ultimately culminated in an initially slow, and then accelerated
recovery of accumulation.

In the twentieth century, this cyclical development continued, but the
cycles were increasingly less pronounced than before. The importance
of super-cyclical developments increased: with the global economic cri-
sis of 1929, a long period of economic depression set in that was only
surmounted in the 1950s, and in North America and Western Europe
gave way to the long boom of the 1950s and 1960s, which rested on
“Fordism” (see section 5.5). This Wirtschaftswunder capitalism brought
not only high profit rates but also full employment and an extension ofthe
welfare state in the leading capitalist countries. In this phase there were
also still cycles, but without acute crises. The capitalism known to Marx,
which was characterized by crises, unemployment, and impoverishment,
seemed to have been transcended, at least in the capitalist metropolises.
But this state of affairs changed fundamentally with the global economic
crisis of 1974 75: the Fordist model of accumulation with its “cheap”
methods of increasing productivity (Taylorism and mass production)
had reached its limits, profit rates declined, and cyclical movements in-
creased in strength, although even in periods of recovery growth rates
were modest and unemployment remained high. Profit rates recovered
in the 1980s and 1990s primarily as a result of stagnating or declining
real wages as well as comprehensive tax cuts for businesses and wealthy
individuals that were financed primarily by cuts in social expenditures.

There can be no doubt that the course of capitalist development in
the last 180 years was defacto marked by crisis. However, the answer
to the question as to the causes of these crises is subject to debate. The
majority of classical political economists as well as contemporary expo-
nents of neoclassical economics would dispute that crises arc a result of
the fundamental mechanics of capitalism. For classical and neoclassical
economists, crises are caused by “external” influences (for example, state
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economic policies), but the capitalist market economy per se is free ofcri-
sis. Only John Maynard Keynes (1883-1946) attributed recurrent mass
unemployment to causes intrinsic to capitalism (Keynes, 1936), thus lay-
ing the cornerstone for “Keynesianism.”

In contrast, Marx attempted to prove that crises result from the capital-
ist mode ofproducdon itselfand that a crisis-free capitalism is impossible.
However, one cannot find a comprehensive theory of crisis in Marx’s
work, but rather scattered, more-or-less elaborated observations that have
been worked up by Marxists into quite distinct theories of crisis.

With the analysis of money as a means of circulation, Marx had de-
tected in the mediation of exchange by money the general possibility of
crisis: one can sell one’s own commodity without necessarily buying
another commodity with the money thus earned; by holding on to the
money, the process of reproduction is interrupted (see section 3.7; and
Capital, 1:208-9). “Say’s Law,” which claims there is a necessary equi-
librium between buying and selling or that supply necessarily induces an
equal demand, is only valid when the circulation of commodities (medi-
ated by money) is equated with direct barter: only then does each “sale”
coincide with a simultaneous “purchase.” Thus when classical and neo-
classical economics purport to substantiate the claim of an inherently
crisis-free capitalism, they basically assume a capitalism without money.

It must be explained how an actual crisis results from the mere pos-
sibility of crisis, why the chain of reproductionis interrupted. Ofthe vari-
ous Marxist approaches to this question, considerations based upon the
"law of the tendential fall in the rate of profit” (see section 8.3 above)
played an important role in traditional Marxism: as a result of the falling
rate of profit, the profit mass will also eventually fall, so that accumula-
tion increasingly slows down and ultimately leads to crisis. This appar-
ently close tie between crisis theory and the “law of the tendential fall in
the rate of profit” was usually behind the vehement defense of this law.
However, Marx’s decisive arguments concerning the theory of crisis are
completely independent of this “law.”

In the first volume of Capital, Marx had already identified the pro-
duction of relative surplus value as the fundamental tendency of capitalist

~nnyelopment: decreasing the value oflabor-power by increasing the pro-



172 AN INTRODUCTION TO KARL MARX’S CAPITAL

ductivity of labor. The most important method for developing the pro-
ductivity of labor is the introduction of increasingly improved machin-
ery (see sections 5.2-5.3). The cost-saving introduction of machinery is
mostly tied to the extension of the volume of production. An increase in
productivity is therefore accompanied by an increase in the quantity of
goods produced, which is further intensified by the necessities ofcompe-
tition (the need to be the first to flood the market with goods; the need to
anticipate the devaluation of the means of production by attempting the
fastest possible exhaustion of their productive capacity). The tendency
for an unlimited extension of production confronts an ability to consume
in society that is limited in a variety of ways, which Marx makes clear in
volume 3 of Capital (352ff.).

The total social consumption is not limited to the individual consump-
tion of end consumers. It consists of the consumption of the working
class, the luxury consumption of the capitalists, and investments, or more
precisely the replacement investments that replace used up machinery,
and the expansive investment through which additional means of pro-
duction are acquired, that is, through which capital is accumulated.

The consumption of the working class is constricted by the logic
of capital valorization: capitalists attempt to keep wages, as well as the
number of employed laborers, as low as possible, since for an individual
capitalist the wage is merely an expense factor. “Underconsumptionist”
theories of crisis are based upon this constricted power of consumption
of the working class. As an explanation for the existence of crises, the
argument of excessively low wages and the resulting “demand gap” is
insufficient: wages are always lower than the total value of the product
(this total value is equal to ¢ +v + m, whereas wages are only equal to v).
Wages—whether high or low—are never sufficient enough to constitute
the demand for the total product.

In addition to the consumption demand of the working class there
also exists the luxury demand of the capitalists, which is low relative to
the total economy, however, so we can neglect it here. Finally, there is in-
vestment demand. This is the decisive variable: the demand of capital for
additional means of production depends upon it, as does, indirectly, the
further development of the consumption of the working class, insofar as
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additional labor-power is employed or not. Whether investments in pro-
ductive capital (means of production and labor-power) are high or low
depends, on the one hand, upon the expected profit—ifonly a small profit
is expected, then investment is held back—and on the other hand, upon
the difference between the expected rate of profit and the rate of interest.
The individual capitalist, albeit not the capitalist class as a whole, always
has the choice of investing his capital in productive capital or ofemploy-
ing it as interest-bearing capital. Investment in fictitious capital increases
relative to investment in productive capital when interest rates are high or
when expectations ofa rise in share prices increase.

So capitalist production and capitalist consumption are notjust dif-
ferently determined. Rather, their determining factors are also downright
antagonistic: a potentially unlimited production confronts a limited con-
sumption (limited not in terms of human needs and desires but by the
logic of valorization). The consequence is a tendency toward the over-
production o fcommodities (overproduction relative to buying power) and
the over-accumulation ofcapital (accumulated capital that either cannot
be valorized at all, or only very poorly), which ultimately leads to crisis:
reproduction stagnates, invested capital is devalued or even completely
wiped out, the least profitable production facilities are closed down, the
least profitable individual capitals go bankrupt, workers are laid offand
wages decline with the rise in unemployment. Crises are also enormous
processes of destruction: social wealth is annihilated and the living con-
ditions ofa large number of people worsen considerably.

However, it is precisely these destructive moments that violently
eliminate the imbalance between production and social consumption.
Crises do not have only a destructive side; for the capitalist system as a
whole they are quite “productive”: the destruction of unprofitable capi-
tals reduces production, and the devaluation of functioning capital and
low wages increase the rate ofprofit for the remaining capitals. Ultimately,
interest rates once again decling, since the demand for borrowed capital
also decreases. All of these factors combined clear the way for a renewed
upturn, which is often supported by the introduction of technological
improvements: an increased demand for new machinery stimulates in-
vestment in Department | (the sector producing means of production)
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and as a consequence of rising employment also accelerates accumula- a
tion in Department Il (the sector producing means of consumption). A
new upturn begins that ultimately culminates in the next crisis.

So crises are notjust destructive. Rather, in crises the unity between
spheres (such as production and consumption) that belong together but
become independent of one another (production and consumption fol-
low different determinations) is violently restored. Marx makes constant
reference to the fact that crises perform avaluable service for the capital-
ist system precisely by means of these acts of destruction (see, for ex-
ample, Capital, 3:357,419).

Even ifitis possible to figure out the mechanisms of crisis in general,
crises themselves cannot simply be prevented. For one thing, the pressure
of competitionforces individual capitalists to engage in specific behavior,
even ifthey know that this behavior has altogether destructive effects but
no individual can simply opt out, and the sole hope consists in emerging
relatively unscathed.2For another thing, the specific period of the cycle of
crisis in which one finds oneself can never be determined with certainty.
Is the economy still in aperiod of upturn, and will this continue, so that an
extension of production is still worthwhile? Or has the state of overpro-
duction already been reached, and will it make itselffelt in asales slump? It
is precisely the constant development of the forces of production through
the introduction of new methods of production—forced upon every pro-
ducer who wishes to assert his or her presence on the market—that leads
to shifts in demand flows. New branches emerge, old ones disappear or
lose their importance, machines and raw materials that were previously
important are no longer so, old enterprises are devalued, new ones emerge
without certainty as to whether they will yield profits at the expected level.
The only thing certain in this economic turmoil is uncertainty. The sole
chance for surviving as a capitalist under such circumstances consists in
using all possibilities for increasing profit, regardless of the consequences.
Within capitalism, crises cannot be avoided, even if one can more or less
figure out the developments that will lead to crisis.

At the general level of depiction intended by Marx in Capital, noth-j
ing further can be said concerning the concrete development of specifi®
crises. The progression of specific crises is dependent upon the respec*
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tive concrete circumstances, such as technical and operational develop-
ments, the structure of the credit system, the position of a country on
the world market (a priority for capital particularly in times of crisis),
the organization of the working class and its struggles, and the manner
of state intervention in the business cycle. This is not only true for the
course of the usual economic cycle of roughly ten years, but particularly
for long-term, super-cyclical developments. At this point, we reach the
limits of Marx’s intended depiction of the capitalist mode of production
at its “ideal average.”

9.2 Is There a “Theory of Collapse”in Marxs Work?

Because of their destructive sides, economic crises were often regarded
in the classical workers’ movement as an existential threat for capitalism.
The possibility for economic crises leading to a crisis of the political
system was conceived as follows: in light of the difficulties of economic
reproduction, political power relationships would lose their legitimacy,
and people would begin to rebel. In the early 1850s, Marx saw the revo-
lutionary movements that shook Europe in 1848-49 as a consequence
ofthe heavy economic crisis of 1847-48. Somewhat hastily, he general-
ized this result and expected the next revolution to come with the next
crisis (MECW,10:510). The following economic crises made it clear that
there is no necessarily direct connection between crisis and revolutionary
movement. Since the twentieth century at the very latest, we have learned
that the insecurity brought about by dramatic economic crises can also
provide a breeding ground for nationalist and fascist movements.

In the history of the workers’ movement, the notion that economic
crises would ultimately lead to the collapse of capitalism, that capital-
ismwas marching toward its “final crisis,” was widespread. Capital was
interpreted as providing a “Marxian theory of collapse.” We can find this
'deaiin the old German Social Democratic Party before 1914, in the work
°f Rosa Luxemburg, and in an elaborated form in the work of Henryk
Grossmann. In Germany in the 1990s, this old idea was revived by
Robert Kurz and the group “Kirisis.”
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In the third volume of Capital, Marx speaks of the “barriers” of the
capitalist mode of production, but not in the sense of a temporal end. A
“barrier” should be understood here as a restriction: capital develops the
forces of production to an extent unknown in previous modes of pro-
duction, but this development merely serves the small-minded aim ofthe
valorization of capital.

The true barrier of capitalist production is capital itself. Itis that capital
and its self-expansion appear as the starting and finishing point, as the
motive and the purpose of production; production is only production
for capital and not the reverse, i.e. the means of production are not sim-
ply means for a steadily expanding pattern of life for the society of the
producers. (Capital, 3:358)

Marx then speaks of a “persistent conflict” between the unrestrict-
ed development of the forces of production and the restricted capitalist
aim—but there is no mention of a “collapse” of any sort.

In only one single passage—not in Capital, but in the earlier
Grundrisse—do we find a comment that could be interpreted as a the-
ory of collapse. Marx notes that within the context of the increasing im-
portance of the application of science to the productive process it is no
longer primarily the labor expended in the production process that is of
significance, but rather the application of science, the general produc-
tive force.” Marx thus draws the conclusion of a “collapse” of the whole
mode of production resulting from these changes within the capitalist
process of production:

As soon as labour in its immediate form has ceased to be the great source
of wealth, labour-time ceases and must cease to be its measure, and
therefore exchange value [must cease to be the measure] of use-value.
The surplus labour of the masses has ceased to be the condition for the
development of general wealth, just as the non-labour of the few has
ceased to be the condition for the development of the general powers
of the human mind. As a result, production based upon exchange value
collapses. (MECW,29:91)
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In his later works Marx does not return to this idea from the
Grundrisse. On the contrary, Marx implicitly rejected his former argu-
ments for a collapse. First, the significance of science for the capitalist
production process is dealt with in many passages of the first volume of
Capital, but the separation of the intellectual faculties of the production
process from manual labour” (Capital, 1:548) is not regarded as weaken-
ing the capitalist mode of production, but as a force for increasing the
power of capital over labor (see section 5.3).

Second, the value side of this process, the fact that increasingly
less labor must be expended in the process ofproducing asingle com-
modity, is not regarded in Capital as a tendency toward collapse but
as the foundation for the production of relative surplus value. The
apparent contradiction that so astonished Marx in the Gvundrisse,
that capital “striving to reduce labour time to a minimum, while, on
the other hand, positing labour time as the sole measure and source
of wealth” (MECW, 29:91), which is elevated by contemporary rep-
resentatives of “collapse theory” like Robert Kurz to a “logical self-
contradiction of capital” necessarily leading to capitalism’s collapse,
is casually deciphered by Marx in the first volume of Capital as an old
riddle of political economy with which the eighteenth-century French
economist Quesnay had harried his opponents. This riddle, accord-
ing to Marx, is easy to grasp when one considers that the individual
capitalist is not concerned with the absolute value of a commodity,
but with the surplus value (or profit) that the commodity brings in.
The labor-time necessary for the production of a single commod-
ity can decline; the value of the commodity decreases, as long as the
surplus value or profit produced by the capitalist’s capital increases.
Whether the surplus value/profit is apportioned among a small num-
ber of products of high value or a large number of products with a
smaller value is therefore insignificant (Capital, 1:437).

Even disregarding all the detailed objections, theories of collapse are
confronted with the fundamental problem that they claim an inevitable
developmental tendency that capitalism is so unable to deal with that its
further existence necessarily becomes impossible—regardless of what-
ever happens in the actual course of history.
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For the left, the theory of the collapse of capitalism has historically
always had an excusatory function: regardless of how bad contemporary
defeats were, the opponent’s end was a certainty. To criticize such theo-
ries of collapse means in no way to defend capitalism (as some represen-
tatives of collapse theory maintain); such acriticjust aims to fight against
capitalism without illusions that rest on badly founded theories.



10. The Fetishism of Social Relations
in Bourgeois Society

10.1 The Trinity Formula

With the predominance of the capitalist mode of production, the old estates
and feudal relationships, together with their political and religious trappings,
dissolve. Estates, privileges, and inherited seigniorages fade away behind the
equality of commaodity owners, with uneven property as the only inequality.
The systematic development of science and technology required and pro-
moted by capitalism undermines customary prejudices and religious expla-
nations of the world. Upon this foundation emerged the self-conception of
bourgeois-capitalist society as a bastion of enlightenment, civilization, and
culture, in which Occidental civilization had reached its supposed climax.
From this perspective, all other social formations appear as underdeveloped
precursors of bourgeois society, or as “primitive,” demonstrated among
other things by their “fetishism,” in which magical powers are attributed to
apiece ofwood or cloth. This feeling of superiority supplied the colonial-
ism ofthe nineteenth and twentieth centuries with its ideological embellish-
ment: it was supposedly merely the case that culture and civilization were
being brought to the colonized populations.
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The rationalist self-conception of the bourgeois-capitalist epoch was
also echoed by sociological reflection. Thus did Max Weber (1864-
1920), one of the most important founding fathers of modern sociol-
ogy, establish the “disenchantment of the world” and a “rationalization”
penetrating all spheres and relations of life as decisive characteristics of
capitalist societies.

Marx and Engels also had such “disenchantment” in mind as they
characterized the consequences of the rise of the bourgeoisie in the
Communist Manifesto of 1848:

The bourgeoisie, wherever it has got the upper hand, has put an end
to all feudal, patriarchal, idyllic relations.... In one word, for exploita-
tion, veiled by religious and political illusions, it has substituted naked,
shameless, direct, brutal exploitation.... All fixed, fast-frozen relations,
with their train of ancient and venerable prejudices and opinions, are
swept away, all new-formed ones become antiquated before they can os-
sify. All that is solid melts into air, all that is holy is profaned, and man is
at last compelled to face with sober senses, his real conditions oflife, and
his relations with his kind. (MECW, 6:486-87)

In the Communist Manifesto, Marx and Engels still hold the opinion
that with the establishment of capitalism, social relations would become
increasingly transparent: domination and exploitation are no longer mys-
tified and disguised, but openly visible. Connected with this view was
the hope that the oppressed and exploited, now that they were forced
to perceive their situation with “sober senses,” would increasingly strike
back against exploitative relations.

The notion that the exploitation of the working class in capitalism was
readily transparent and that only the manipulation of the rulers—with the
help ofthe press, church, schools, etc.—disguised itwas widespread in tra
ditional Marxism. The critique of ideology was understood as an act of
exposure: one merely had to uncover the “real interests” behind a notion.3

However, Marxdid not remain at the level ofanalysis ofthe Communist
Manifesto. In Capital, it is in no way the case that social relations in capi-
talism are regarded as transparent. Quite the contrary, central passag
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of the work deal with the “mystification” of these social relations. That
which Marx describes in Capital as fetishism and mystification are inver-
sions that do not arise from the manipulation ofthe ruling class, but rath-
er from the structure of bourgeois society and the activity that constantly
reproduces this structure. The fact that Marx speaks of fetishism is a
pointed barb against the enlightened-rationalist self-confidence of bour-
geois society, as well as against the empirical self-conception of political
economy, which rests upon this fetishism (see section 3.8).

The various fetish forms and mystifications that were dealt with in the
previous chapters do not exist unconnected alongside one another. They
constitute awhole that Marx outlines in summary at the end of the third
volume of Capital under the title “The Trinity Formula” (chapter 48).

The capitalist process of production is a specific historical form of
the social process of production. Its foundation is the separation of di-
rect producers from the means of production, which is why workers—
although formally free—are forced by material circumstance to sell their
labor-power to the capitalist, who owns the means of production. The
capitalist pays the value of labor-power (its cost of reproduction) in the
form of wages, but allows labor-power to work longer than is necessary
for the reproduction of its value: the capitalist extracts surplus labor from
his employees and this surplus labor is realized as surplus value when the
product is sold. But the surplus value does not remain entirely with the
capitalist: first he must pay ground rent to the landowner (or buy land,
thus becoming a landowner himself). Capitalists must pay ground rent,
since land is limited and is the private property oflandowners. The capi-
talist can only make the annuity payments out of his surplus value, even
if he regards the annuity as a normal cost factor. The class of capitalists,
who are the first to appropriate surplus value, must share it with the class
oflandowners.5

However, products are not sold at their value, so the individual capi-
talist does not appropriate exactly the amount ofsurplus value created by
the labor-power he employs. Barring coincidental fluctuations, the indi-
vidual capitalist obtains the average profit, that is to say, a profit propor-
tional to the quantity of the capital advanced by him. This average profit
is then divided into interest and profit of enterprise. %
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The annual total product of the economy is thus divided materially,
and in terms ofvalue, between a portion that replaces used means of pro-
duction, a portion that the workers receive as wages and is necessary for
their reproduction, and a surplus product beyond that is necessary for
the reproduction ofmeans ofproduction and labor-power. This last por-
tion is divided into ground rent, interest, and profit of enterprise.

Capital, land, and labor-power, as fundamentally different as they are,
have the common property of being sources ofincome or revenue for their
owners: capital yields a profit or interest, land yields ground rent, and
labor-power yields a wage (or as the case may be, labor yields a wage:
that is how it appears to both workers and capitalists) (see section 4.5).
These incomes can be completely consumed without their respective
sources running dry.

Capital is a source of income because it allows the capitalist to ex-
tract surplus labor from the labor-power he employs; land is a source of
income because it makes it possible for landowners to attract a portion
of the surplus value extracted by the capitalist; and labor is a source of
income because the workers obtain a portion of the value they create by
means oflabor. Capital, land, and labor are thus only sources o fincome be-
cause they are means of appropriation: under capitalist social relations,
by means of capital, land, and labor, one can appropriate a portion ofthe
annual product in theform ofincome.

The matter seems to be inverted to the agents of production (capital-
ists, landowners, and forces of labor) as well as in most economic theo-
ries. To them, capital, ground rent, and labor seem to be three distinct
and independent sources of the value produced annually, and it is only
because they are sources ofvalue—such is the conclusion reached by both
common sense as well as professional economists—that they can act at
all as means ofappropriating this value. For the agents of production, it
seems as if the owners ofcapital, land, and labor usually receive as income
precisely that portion of value that their “factor of production” contrib-
utes to the product.

How does this semblance come about? The section on the fetish
character of commodities (3.8) clarified that the characteristic of com-
modities of possessing value appears as a “social-natural property”
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(Capital, 1:165): although that value is not a natural property like
weight or color, it appears as if products automatically possess value
in every social context, and notjust in a particular one. Regarding only
the purely material side of production, the individual product is the
result of a production process in which labor is expended (produced),
means of production are applied, and land (in agriculture or in the ex-
traction of raw materials) is used. The process of value creation is thus
understood as an analogue to this material process: as the contribution
ofvalue by the factors of production.

The foundation of this inversion consists in the fact that there seems
to be no essential difference between labor and wage-labor. The separa-
tion between labor and the material conditions of production is accepted
as natural.®% However, if there is no essential difference between labor
and wage-labor, then there is also no such difference between the means
of production and capital, nor between land and landed property. Marx
summarizes this in the following way:

If labour and wage-labour thus coincide, so too do the particular so-
cial form in which the conditions of labour confront labour and their
own material existence. The means of labour are then capital as such,
while the earth as such is landed property. The formal autonomy these
conditions oflabour acquire vis-a-vis labour, the particular form of this
autonomy they possess, is then a property inseparable from them as
things, as material conditions of production, an immanendy ingrown
character that necessarily falls to them as elements of production.
Their social character in the capitalist production process, determined
by a particular historical epoch, is an innate material character natural
to them, and eternally so, as it were, as elements of the production pro-
cess. (Capital, 3:964)

The social form-determinations wage-labor, capital, and landed
property seemingly coincide with the material conditions ofproduction
of labor, means of production, and land, so that every labor process is
actually already a capitalist production process. Marx therefore speaks
of the “reification of the relations of production” (Capital, 3:969): with
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regard to the relations of production, it is no longer apparent that these
are specific historical relations between people. Rather, these seem to
have an objective foundation in the fact that production occurs at all.

Wages, profits, and rent thus seem to be nothing other than the por-
tions of the product’s value that can be traced back to the functioning of
wage-labor, capital, and landed property. At the same time, the transfor-
mation of the value of labor-power into the “value of labor” (see section
4.5) is fundamental: precisely because the wage appears to compensate
the “value of labor,” the remaining components of newly added value,
profit and rent, must emanate from the remaining two “factors of pro-
duction,” capital and landed property. Since commodities are not ex-
changed at their values but rather at prices of production, this semblance
cannot be resolved with regard to a single commodity. There does not
appear to be any sort of connection between the expended labor on the
one hand, and the average profit and rent on the other: profit depends
(under normal conditions) upon the size of the capital employed, regard-
less whether many or few laborers are employed, and rent depends upon
which land and how much ofit is used.

Capital—profit/interest, landed property—rent, labor—wage: this
“trinity” as an expression of a seeming connection between value and
its sources is referred to by Marx as the trinity formula. It completes,
according to Marx,

the mystification of the capitalist mode of production, the reification of
social relations, and the immediate coalescence of the material relations
of production with their historical and social specificity: the bewitched,
distorted and upside-down world haunted by Monsieur le Capital and
Madame la Terre, who are at the same time social characters and mere
things. (Capital, 3:969)

Capital and “land” in capitalist society obtain magical abilities similar
to those ofwood or cloth fetishes in allegedly primitive societies. People
in bourgeois society therefore five in an “enchanted” world, in which a
“personification of things” occurs: the subjects of the social process are
not people, but commodity, money, and capital. This is not merely a case
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of “false consciousness.” It is the social practice of capitalist society that
constantly enacts a process whereby the “factors of production” take on
alife of their own and social cohesion is constituted as an objective ne-
cessity that individuals can only escape on pain of ruin. To that extent,
personified things absolutely possess a material force.

All members of bourgeois society are subordinate to the fetishism
of social relations. This fetishism takes root as an “objective form of
thought” that structures the perception of all members of society (see
section 3.8). Neither capitalists nor workers have a privileged position
that allows them to evade this fetishism.

However, this fetishism is also not acompletely closed universal con-
text of deception from which there is no escape. Rather, it constitutes
a structural background that is always present, but affects different in-
dividuals with varying strength and can be penetrated on the basis of
experience and reflection.

10.2 Excursus on Anti-Semitism

In the Preface to the first edition of Capital, Marx writes that he doesn’t
“by any means depict the capitalist and the landowner in rosy colours,”
but that his depiction deals with individuals “only in so far as they are the per-
sonifications ofeconomic categories,” and therefore the point cannot be to
“make the individual responsible for relations whose creature he socially
remains, however much he may subjectively raise himself above them”
(Capital, 1:92). As shown above (see section 4.2 or 5.2), economic actors
follow a rationality that is imposed upon them by the economic relations.
Thus the constant attempts by capitalists to raise the level of valorization
(in the normal case) does not result from an “excessive addiction to profit”
on the part of the individual capitalist; it is competition that forces such
behavior upon individual capitalists on pain ofeconomic ruin. Everybody,
including those who profit from the operation of capitalism, is part of a
gigantic wheelwork. Capitalism turns out to be an anonymous machine,
without any foreman who steers the machine or can be made responsible
for the destruction wrought by the machine. Ifone wishes to put anend to
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such destruction, it is not sufficient to criticize capitalists. Rather, capital-
ist structures in their entirety must be abolished.

With the “personification of things and the reification of the relations
of production” (Capital, 3:969), capitalism as awhole seems to be largely
immune to criticism. Since the capitalist machine appears to be noth-
ing other than the most advanced manifestation of the process of social
fife (that social form-determinations can no longer be distinguished from
their material content is precisely what is expressed by the trinity for-
mula), society cannot extricate itself from this machine. The subjuga-
tion to allegedly unavoidable “objective necessities” is, so it would seem,
impossible to escape; one must simply come to terms with the situation.

In light of the impositions of capitalism—its crisis-prone develop-
ment, often catastrophic in its effects upon individual lives, its constant
railing into question all living conditions and circumstances—there occur
time and time again forms of a blinkered negation of fetishism: “guilty”
parties are sought behind the anonymous capitalist machinery that can
be made responsible for the misery. Attempts are made to influence their
actions; in extreme cases, they are supposed to atone for the misdeeds
attributed to them. Thus, in the various capitalist societies, apersonaliza-
tion offetishistic relations can be observed time and time again. Among
such forms of personalization is anti-Semitism; however, it cannot be re-
duced to such apersonalization.5

In Capital, Marx does not deal with such acts of personalization, or
with anti-Semitism. In this section, we intend to deal with these phenom-
ena against the background of Marx’s analysis of fetishism, although in
doing so we run up against the limits of the depiction of the capitalist
mode ofproduction at its “ideal average”: personalization and anti-Sem-
itism cannot be “derived” from the categories of the critique of political
economy. The personalization of capitalist relations can take on com-
pletely different forms depending upon the historical context and the
particular social structure, and multiple forms can exist simultaneously
alongside one another.

It is seldom the case that capitalists as awhole are made responsible
for particular miseries. It is too conspicuous that capitalists are also often
the ones being driven, having to obey the “demands of the market” if
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they don’t want to go under. This appears to be the case for small and
medium capitalists, whereas large corporations and “monopolies” are al-
leged to have the power of eluding such demands, or being able to create
them in the first place. As a result, a distinction is made between the good
capitalism of the small capitalists and the bad, unscrupulous, exploitative
capitalism of the big capitalists. The latter are then regarded as pulling
the strings in the background.

Another variant of personalization is the reference to “the banks” (or
possibly “the speculators”), which by means of credit and stock owner-
ship control a large number of enterprises and are therefore the secret
masterminds of the economy. Here, agood, industrial-productive capital
is contrasted to an evil, money-hungry financial capital.

These acts of personalization are based upon quite real differences:
the competitive situation and the room for maneuvering ofa small busi-
ness is usually much different than that of a large business; between
banks and industrial enterprises there are often considerable differences
ofiinterest concerning many questions. There are also plenty ofexamples
of the bosses of large businesses and banks attempting to exploit their
positions of power. Yet even big businesses and large banks cannot per-
manently extricate themselves from the coercive laws ofan economic sys-
tem mediated by value. Often, big businesses, banks, and speculators are
accused ofbeing motivated solely by the quest for profit, but that’s always
the case in capitalism for every capitalist, large or small.

A special form ofpersonalization occurs in anti-Semitism. Here, Jews
are accused of an economic orientation toward money and profiteering
that is allegedly rooted in their “nature” or—since the rise of “race theo-
ries” in the nineteenth century—in their “race,” as well as an uncondi-
tional striving for power that includes plans for world domination, plans
that are alleged to have been already successful to a certain extent.

Hatred and persecution ofjews already existed in pre-bourgeois soci-
eties, primarily in the European Middle Ages. However, there are signifi-
cant differences between medieval hatred ofjews and the anti-Semitism
of the nineteenth and twentieth centuries. Since the Crusades (the first
occurred in 1096), hatred ofjews had a strong religious component.
Jews had already been described as “murderers of God” due to the cru-
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cifixion ofJesus, but with the Crusades this accusation acquired a new
quality: the opinion became widespread that one should slay these “mur-
derers of God” as well as the “Mahometans” occupying the “Holy Land.”
In the same period, the ban on Christians earning interest was tightened
(Third Council of the Lateran, 1179), while Jews were simultaneously
denied entry to avariety of professions (Fourth Council of of the Lateran,
1215). IfJews did not wish to be baptized as Christians, nearly the only
available sources ofincome were trade and moneylending.

In pre-bourgeois societies, exchange and money also existed, but only
played asubordinate role. Exploitation and domination were direcdy me-
diated by personal relations of force and dependence (the dependence of
slaves upon their owners, the dependence of serfs or peasants compelled
to perform corvée upon landlords, etc.). The spread of exchange and
money undermined pre-bourgeois relations and increased the misery of
the lower classes; often, impoverishment had begun through an act of
borrowing from a small moneylender.

Nobles and princes made use of the services of large Jewish bankers.
The latter received in return a privileged place at the noble court, but
were also often the objects of general envy and made responsible for po-
litical and financial difficulties.

Jews were not the only people in die Middle Ages and early modern
period who were occupied with trade and moneylending, but throughout
the course of centuries, they were conspicuously visible as an “alien” group
as a result of forced clothing regulations, living in ghettos, and non-partici-
pation in Christian festivals. It was therefore easy to identify them with the
destructive power of money and interest, regardless of whether one was
affected by this destructive power or ifone had any contact with Jews at all.
The Jews became the objects of awidespread hatred that was further incit-
ed by wild rumors such as the alleged ritual murder of Christian children.
Since the High Middle Ages, this hate was discharged increasingly in the
form of pogroms and expulsions, often with the approval of the Church,
princes, or the urban upper class. In the end, members of both the higher
and lower orders ofsociety helped themselves toJewish property.

The religious aspect no longer plays an important role for modern
anti-Semitism. In an increasingly secularized world, the “wrong” religion
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can no longer be a decisive criterion. However, economic behavior at-
tributed toJews—being interested solely in money and profit, not having
to work as a result of the power of money and instead living from the la-
bor of others—obtains a brand-new importance. Money, the valorization
of capital, profit maximization, and interest do notjust play a role on the
margins of society but are constitutive for the capitalist mode of produc-
tion. Anti-Semitism in bourgeois-capitalist society is thus fundamentally
distinct from all other forms of discrimination, prejudice, and attribu-
tion. In bourgeois as well as pre-bourgeois societies other groups were
and are subject to discrimination and the attribution of particular modes
of behavior or abilities (a particular shiftiness, aggressive sexual potency,
etc.). Only in modern anti-Semitism are central constitutive principles of
society projected “outward” onto a foreign”group.B The projection is
also not limited to the economic sphere; rather, cultural characteristics of
modern bourgeois society (intellectualism, mobility, etc.) are attributed
overwhelmingly to “theJews” and simultaneously devalued as decadent.

Finally, the “foreignness” that characterizes Jews in anti-Semitic
thought is considered to be fundamental, standing in opposition to ev-
ery community. A Turk in Germany is also considered foreign, but only
because he (allegedly) belongs to another community. In anti-Semitic
thought, Jews are not simply perceived to be members of another com-
munity, but as corroders and destroyers of every community. I1fwe limit
ourselves to the economy, then one can demonstrate anti-Semitic stereo-
types in terms of value-theory on different levels. The conception of the
“Jewish huckster” chasing after even the smallest advantage in trade and
plunging debtors into catastrophe in his role as “usurer” remains funda-
mentally (even though interest is involved) at the level of the simple circu-
lation of commodities and money. The force of value taking on a life ofits
own as money, which confronts concrete labor and use value, is projected
onto “theJews” as a force emanating from them. It is the misunderstood
fetish character of money that is personalized here.

With the contrast made out in particular by the Nazis between “pro-
ductive” or “schaffendem” (non-Jewish) capital and “parasitic” or “raffen-
deni ' (Jewish) capital, whereby the latter holds the former in a strangle-
hold through the banks and financial markets, the contradiction between
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an independent manifestation ofvalue in the form of money and concrete
labor is shifted onto the level of the total process of capitalist reproduc-
tion. Itis the capitalfetish, in its most developed form as interest-bearing
capital, which is personalized. In section 8.1 itwas shown how interest as
the seemingly original fruit of capital makes enterprise profit into the fruit
of entrepreneurial labor and therefore reduces the functioning capitalist
to a particular category of laborer. The personalization addressed above
builds upon this semblance. The separation of interest and enterprise
profit is not called into question, but the mysterious power of capital to
bring about interest is. Itis “theJews”who hold the real laborers, wheth-
er capitalists or workers, in “interest bondage” and who as non-workers
are nothing other than “parasites.”®

In that “the Jews” are detected to be the real capitalists in anti-Semitic
thought, they can be made responsible for all the ills and cataclysms that
capitalism generates. At the same time, they appear to be all-powerful:
through the banks and financial markets they dominate big business,
with their money they can buy the press (which is allegedly proved by
every newspaper article directed against anti-Semitism), and ultimately
they influence political parties and governments. At the same time, “the
Jews” are considered to be cosmopolitan and rootless, but with global
connections to their own people. These two stereotypes, the all-power-
fulness ofJews and their rootlessness, leads to a third stereotype in anti-
Semitic thought: the “globalJewish conspiracy” (to which “Jewish com-
munism” is often also attributed). The Jews are accused of seeking world
domination and ofalready having come close to accomplishing this goal.
All threats emanating from anonymous, incomprehensible powers now
obtain a face: the threat of “global Jewry.”

However, with this general determination of anti-Semitism nothing is
yet said about whether and to what extent anti-Semitism is actually wide-
spread. The fact that the personalization of capitalist relations provides a
release for the individuals suffering under those relations does not neces-
sarily mean that those individuals always aim for that release. Nor when
they do so does it mean that the acts of personalization always have an
anti-Semitic character.®It must be emphasized that at the general level of
argumentation in Marx’s Capital, at which the thoughts oudined above
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occur, no statement is possible concerning the specific societal effects of
anti-Semitism, or the extent of the harm it inflicts.al

10.3 Classes, Class Struggle, and
Historical Determinism

Many currents of traditional Marxism understood Marx’s analysis of cap-
ital primarily as a class analysis, an examination of the struggle between
bourgeoisie and proletariat. Most present-day conservatives and liberals
consider the concepts of “class” and in particular “class struggle” to be
“ideological,” which is supposed to mean something like “unscientific.”
As arule, itis primarily leftists who use these terms. However, talk ofclass
is not specific to Marx. Even before Marx, bourgeois historians spoke of
classes and class struggle, and David Ricardo, the most important rep-
resentative of classical political economy, pointed out the fundamentally
opposed interests of the three large classes of capitalist societies (capital-
ists, landlords, and workers).

Classes and class struggle constitute the central point of reference for
Marx’s argumentation primarily in the Communist Manifesto (1848). At
the very beginning of that work, one finds the famous sentence: “The
history of all hitherto existing society is the history of class struggles”
(MECW, 6:482). That which Marx saw as his own contribution to class
theory, he summarized in aletter to his friend Weydemeyer. Marx empha-
sizes that he in no way discovered the existence of classes or class strug-
gle, but that his contribution was “f. to show that the existence of classes
is merely bound up with certain historical phases in the development of
production; 2. that the class struggle necessarily leads to the dictatorship
ofthe proletariat; 3. that this dictatorship itselfconstitutes no more than a
transition to the abolition ofall classes and to a classless society” (MECW,
39:62-65). The word “dictatorship” as used here does not mean an
authoritarian form of rule, but rather simply class rule, independent of
political form. Points 2 and 3 sound very deterministic; history appears—
driven by the class struggle—to move toward a particular goal. One also
finds this conception in the Communist Manifesto.
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In Capital, Marx writes repeatedly of classes, but there is no attempt
at a systematic treatment or even a definition. Only at the end of the third
volume does Marx begin a section on classes, and it is precisely here that
the manuscript breaks off after a few sentences. From this arrangement,
one can see that a systematic treatment of classes is not the precondition
of Marx’s depiction, but rather should come at the end as its result.

In the following, we will not engage in speculation as to what Marx
possibly intended to take on in the unwritten section on classes. Rather,
we shall attempt to summarize what can be said about classes and class
struggle on the basis ofwhat was said in previous chapters. The following
section thus depends strongly upon the conception of the critique of
political economy outlined in this book.

Without claiming to have a fully developed class theory, one can
speak ofsocial classes in two distinct senses. In a structural sense, classes
are determined by their position in the social process of production. To
that extent, somebody can belong to a particular social class without
necessarily being aware of it. Distinct from this are classes in a historical
sense. These are social groups that in a particular historical situation
understand themselves to be classes as distinct from other classes; the
members of the class distinguish themselves by means of a common
“class consciousness.”

In Capital, Marx uses the concept of class predominantly in the
structural sense, such as when he establishes that a particular class
relation is at the foundation of the capital relation: the owners of money
and means of production on the one hand, and the workers “free” in
a double sense on the other hand (see section 4.3). Groups that are
neither bourgeois nor proletarian—primarily the self-employed as well
as artisans, small merchants, or small farmers—are referred to by Marx as
middle-class or petit-bourgeois.

Classes in astructural sense cannot be identified with their respective
historical manifestations. A capitalist does not necessarily have a cigar
and chauffeur, nor can proletarians be reduced to industrial workers in-
habiting working-class housing estates. The dissolution of such stereo-
types is not evidence for the end of classes, but merely for a change in
their historical manifestation.
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The question ofwho belongs to what class in a structural sense also
cannot be determined according to formal properties, such as the exis-
tence of a wage-relationship, but only by the position occupied within
the process of production. More precisely: it can only be determined
at the level of the “process of capitalist production as a whole” that
Marx arrives at in the third volume, where the unity of the processes of
production and circulation is already assumed (see beginning of chap-
ter 7). At this level, it is clear that the ownership or non-ownership of
means of production is not the only decisive criterion concerning class
affiliation. The chairman of the board of a corporation might formally
be awage-laborer, but in fact he is a “functioning capitalist”: he dispos-
es of capital (even ifitis not his personal property), organizes exploita-
tion, and his “payment” is not based upon the value of his labor-power,
but on the profit produced. In contrast, many formally self-employed
people (who might even own some small means of production) are still
proletarians, who live defacto from the sale of their labor-power, except
that this occurs under potentially worse conditions than under a formal
wage relationship.

The life circumstances (income, education, and even life expectancy)
of the structurally determined classes “bourgeoisie” and “proletariat” are
considerably different today, but even within the “proletariat” there is a
wide range of completely different living conditions (concerning work,
income, and education as well as leisure time and consumption patterns).
Thus it is anything but certain that a common class position necessarily
generates a common consciousness and practice, with the structurally
determined class transforming into a historical-social class: it can hap-
pen, but then again it might not.

Even if the (structurally determined) proletariat or a section thereof
transforms into a historical class and develops a class consciousness, this
does not automatically mean that this class consciousness contains a con-
ception of an emancipatory transcendence of the capital relation. Even a
class-conscious proletariat is not automatically “revolutionary.”

In the capitalist production process, bourgeoisie and proletariat di-
recdy confront one another; the exploitation of the proletariat first makes
possible the existence of capital as self-valorizing value. The concrete
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conditions under which the valorization of capital is consummated are
always contested: the value of labor-power must be sufficient for normal
reproduction. Exacdy what counts as “normal depends upon what de-
mands the working class can enforce (see section 4.4). Just as contested
is the length of the workday (section 5.1) and the respective conditions
under which the production process occurs (section 5.4). To that extent,
class struggle always exists alongside the capital relation, whether or not it
is referred to as such. Class consciousness can emerge in particular from
class struggles, but this consciousness may appear in completely different
ways depending upon historical conditions.

Class struggles do not only take the form ofa direct confrontation be-
tween bourgeoisie and proletariat; they can also relate to the state, which
through its laws is supposed to codify or eliminate certain positions
(limitation of the workday, protection against dismissal, social insurance,
etc.). However, class conflict is not the only important social cleavage in
capitalist society. Conflicts concerning gender roles, racial oppression,
and the handling of immigration are also of considerable importance for
social development.

Traditional Marxism often considered class conflicts to be the only
truly important social struggles. Italian “Operaismo, aradical leftist cur-
rent that emerged in the 1960s, even regarded class struggle as the deci-
sive factor for capitalist crises. That the successful imposition ofworking-
class demands can intensify or trigger crises is indisputable. Even bour-
geois economists, such as adherents of the contemporary neoclassical
school, point this out when they cite allegedly excessively high wages,
excessively strong trade unions, and (excessively worker-friendly) regula-
tion ofthe labor market as the causes of crisis and unemployment. For the
analysis of the development of capitalism in a particular country during
a particular historical period, the extent and forms of class struggle are
without doubt important factors. However, at the level of depiction of the
capitalist mode of production at its “ideal average” (meaning at the level
of depiction of Marx’s Capital-, see section 2.1), the reduction of crises
to class struggle falls short of the decisive point of Marx’s theory of crisis.
It was precisely Marx’s intent to show that there are crisis tendencies im-
manent to capital that lead to crises completely independent of the state
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of class struggle. That means that even if class struggle were to come to a
complete standstill, crises would still occur.

Class struggles are initially struggles within capitalism: the proletariat
fights about its conditions of existence as a proletariat for higher wages,
better working conditions, the codification oflegal rights, etc. To that ex-
tent, class struggles are not an indicator ofa particular weakness of capital
or even an impending revolution, but rather the normal movement pat-
tern for conflicts between the bourgeoisie and proletariat. The reasons
given for demands raised also tend to remain within the framework de-
limited by the trinity formula: ifa ‘just” wage is demanded, then such
a demand takes as its basis precisely the irrationality of the wage form
(namely wage as the payment for the value of labor and not as payment
for the value of labor-power; see section 4.5) that Marx diagnosed as the
foundation of all conceptions ofjustice on the part of both wage laborers
and capitalists. That means that when people in bourgeois society, be
they workers or capitalists, attempt to become clear about their interests,
they initially do so within the fetishistic forms of thought and perception
that dominate spontaneous everyday consciousness.

However, class struggles also possess an independent dynamic.
They can lead to processes of learning and radicalization in which the
capitalist system as a whole is called into question, precisely because
fetishism is not impenetrable. Primarily in the early stage of the imple-
mentation of modern industrial capitalism, struggles led by the prole-
tariat were often met with brutal state repression (for example, bans
on trade unions and strikes, the persecution of activists) that further
intensified processes of radicalization. Compared to the nineteenth
and early twentieth century, this direct repression has abated in many
countries, though it still plays an important role in some. In the leading
capitalist countries today, there is a more or less strong legal regulation
ofthe forms in which the direct confrontation between bourgeoisie and
proletariat occurs: the class struggle is allowed to take place, but with-
out endangering the system (for example, in Germany the right to strike
and the right of association are legally guaranteed, but so is the right of
businesses to engage in lockouts; sovereignty in collective bargaining is
also guaranteed, but political strikes are forbidden). That is, particular
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forms of struggle are free of direct state repression, while others are
persecuted all the more strongly.

In the history of Marxism, two false conclusions were often made
concerning class and class struggle. First, it was inferred that class con-
sciousness arises sooner or later as a direct result of the situation of the
working class. Second, itwas assumed that this class consciousness must
have a more or less “revolutionary” content. For that reason, it was not
unusual for every incidence of class struggle to be interpreted as the har-
binger of an impending revolutionary final conflict. It was assumed that
in the course of capitalism’s development, the proletariat would develop
into a conscious, revolutionary class. There were a few situations in his-
tory in which segments of the working class acted in a revolutionary man-
ner, but such situations were not the result of a general tendency of the
proletariat developing into a revolutionary class, but rather expressions
of concrete historical conditions (for example, the lost war and the loss
of legitimacy of the previously dominant aristocratic-military circles in
Germany in 1918). The revolutionary orientation of parts of the prole-
tariat thus always remained a temporary phenomenon.

Many Marxist “class analyses” concerned with the question of “who
belongs to the proletariat” proceeded from the assumption of a neces-
sary transformation of the proletariat into a revolutionary class. Itwas be-
lieved that one could discover the “revolutionary subject” by means ofan
analytical determination of the proletariat. Insofar as the real proletarians
were not clear about their role, they should be helped along—mainly by
the “party of the working class,” and usually multiple candidates engaged
in bitter combat for the sake of claiming that title.

One can also find these two false conclusions, and a deterministic
conception of history building upon them, in some of Marx’s works,
above all in the Communist Manifesto—precisely the text that consis-
tently played an important role in traditional Marxism and in the various
workers’ parties.

In Capital, Marx is considerably more cautious. However, in thatwork
there are still echoes of the earlier historical determinism. At the end of
the first volume, Marx tersely sketches out on three pages the “Historical
Tendency of Capitalist Accumulation” (the title of the section). First,
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Marx summarizes the emergence of the capitalist mode of production as
the expropriation of individual small producers (small peasants and arti-
sans). In the course ofthe “primitive accumulation,” they lose ownership
ofthe means of production, so that they are compelled to sell their labor-
power to the capitalists. On the basis of the capitalist mode ofproduction,
a fundamental transformation of the production process is set in motion:
small industry becomes large industry, concentration and centralization
of capital occurs, science and technology are systematically applied, the
means of production are economized, and national economies are inte-
grated into the world market. Marx then continues:

Along with the constant decrease in the number of capitalist mag-
nates, who usurp and monopolize all the advantages of this process
of transformation, the mass of misery, oppression, slavery, degradation
and exploitation grows; but with this there also grows the revolt of the
working class, a class constantly increasing in numbers, and trained,
united and organized by the very mechanism of the capitalist pro-
cess of production. The monopoly of capital becomes a fetter upon
the mode of production, which has flourished alongside and under it.
The centralization of the means of production and the socialization
of labour reach a point at which they become incompatible with their
capitalist integument. This integument is burst asunder. The knell of
capitalist private property sounds. The expropriators are expropri-
ated. (Capital, 1:929)

In this outline, the development of the proletariat into a revolution-
ary class and the overthrow of the rule of capital appear to be an inevi-
table process. And in a footnote, Marx quotes the Communist Manifesto,
where the following is said about the bourgeoisie: “Its fall and the victory
of the proletariat are equally inevitable” (Capital, 1:930).

In the early workers’ movement, such messages were eagerly accept-
ed, given that one experienced regularly the exclusion and humiliation
brought about by the very bourgeois society whose end was predicted.
In the Social Democratic press before the First World War, and later in
the Communist press, this three-page excerpt from the first volume of
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Capital was frequently printed and cited, considerably influencing the
perception of the content of Marx’s analysis.

However, these predictions are not backed up by Marx’s own re-
search. The extent to which the “monopoly of capital becomes a fetter
upon the mode of production, which has flourished alongside and under
it” is not at all obvious. That the fruits and social costs of capitalist devel-
opment are so extremely unequally distributed is not an impediment to
capitalist development, but rather—as Marx’s own analysis makes clear—
its intrinsic pattern of movement. And the fact that the proletariat expe-
riences a numeric increase as a result of the imposition of the capitalist
mode ofproduction and in a certain sense is “unified” and “schooled” by
large industry (to the extent that the proletariat has to organize politically
and in trade unions to continue existing as a proletariat) is true, but the
idea that this inevitably leads to the constitution ofa revolutionary class is
in no way a consequence of Marx’s analysis. On the contrary, Capital of-
fers the details for understanding why revolutionary developments are so
rare and why the “revolt” in the passage quoted above does not lead im-
mediately to a struggle against capitalism: with the analysis of fetishism,
the irrationality of the wage-form, and the trinity formula, Marx showed
how the capitalist mode of production generates an image of itself in
which social relationships are reified, and where capitalist relations of
production apparently arise from the conditions of all production so that
only changes within capitalist relations are possible. A revolutionary de-
velopment can arise; it is not impossible, but it is anything but inevitable.

In the passage excerpted above, Marx drew conclusions amounting
to a sort of historical determinism that are not justified by his categori-
cal depiction. To that extent, the passage is more an expression of hope
than analysis; revolutionary enthusiasm triumphed over the cool scholar.
However, the depiction of the capitalist mode of production itselfis not
dependent upon these questionable conclusions. Capital still offers the
best contribution to understanding the capitalist mode of production.
But how and whether this mode of production will reach its end can-
not be determined in advance. There are no certainties here, merely a
struggle with a conclusion that is up for grabs.



11. State and Capital

When Marx took up a comprehensive critique of political economy at
the end of the 1850s, he also intended to write a book on the state. Marx
planned a total of she books: on capital, landed property, wage-labor, the
state, foreign trade, and the world market. In terms ofrange ofcontent, the
three volumes of Capital approximately comprise the first three books,
i he planned book on the state was never written; in Capital there are
only isolated references to the state. A few general elements of a theory
of the state can be found in the later works of Engels, the Anti-Duhring
(1878) and above all The Origins ofthe Family, Private Property, and the
State (1884). In the twentieth century, there was a broad debate among
Marxists concerning state theory, but it did not lead to acommon under-
standing of the state.®1In this chapter, we will not attempt to offer a com-
pact “Marxist theory of the state.” Rather, we will attempt to emphasize,
on the basis of a few fundamental topics, that against the background of
the critique of political economy an alternative to bourgeois theories of
the state is not the only point-the point is a critique of politics. By that
we mean not a critique of certain policies, but rather a critique of the
state and politics as social forms, that is, as particular modes of mediating
social cohesion.
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11.1 The State—An Instrument ofthe Ruling Class?

Above all, two points addressed by Marx and Engels considerably
shaped subsequent theoretical discussions concerning the state: first,
the phrases “base” and “superstructure,” and second, the conception of
the state as an instrument of the ruling class. In the 1859 Preface to A
Contribution to the Critique of Political Economy, Marx summarizes his
general view of society on about one and a half pages. Marx identifies
the economic structure of society as “the real foundation, on which rises
a legal and political superstructure” and emphasizes that “neither legal
relations nor political forms could be comprehended whether by them-
selves or on the basis of a so-called general development of the human
mind, but that on the contrary they originate in the material conditions of
life” (MECW,29:263,262).

Thus were the phrases “base” and “superstructure”—frequently
used by Marxists though rarely by Marx—introduced into the debate. In
traditional Marxism and Marxism-Leninism, the terse statements of this
Preface are regarded as one of the foundational documents of historical
materialism.” The conclusion was often drawn that the economic base
essentially determines the political “superstructure” (state, law, ideology)
and every phenomenon of the “superstructure” must have a correspond-
ing cause in the “base.” This simple reduction of things to economic
causes is called economism.

Many discussions among Marxists revolved around the question as
to what extent the “base” actually determines the “superstructure.” In
the attempts to extrapolate definitive scholarly results from this Preface,
it was often overlooked that Marx was initially only concerned with dis-
tancing himselffrom the discussions of the state predominant in his time,
which regarded the state as independent from all economic relations. In
contrast, Marx emphasizes that the state and law cannot be grasped by
themselves, but must always be examined against the background of eco-
nomic relations. With this contour it is not even foreshadowed how the
analysis of the state should actually look.

The economistic interpretation of the terms “base” and “superstruc-
ture” was well suited to a characterization of the state originating primar-
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ily with Engels. At the end of the Origin ofthe Family (1884), Engels
makes a few general observations concerning the state. He emphasizes
that the state did not exist in all human societies. Not until the emer-
gence of social classes with antagonistic interests, when these antagonis-
tic interests threaten to tear society apart, is “a power seemingly stand-
ing above society” necessary. This power that emerges from society but
which increasingly takes on a life ofits own is the state (MECW, 26:269).
However, the state apparently stands only above classes; in fact, it is “the
state of the most powerful, economically dominant class, which through
the medium of the state, becomes also the politically dominant class”
(MECW, 26:271). Engels initially understands the state as a power op-
posed to society. This overlaps with the general, colloquial understand-
ing of the state as an institution possessing amonopoly on the legitimate
use of force in a particular society: except in cases of self-defense, no-
body may employ violence outside of appointed state organs such as the
police or the military. Engels also emphasizes that this institution is at
the same time an instrument of the ruling class—even in a democratic
republic with universal suffrage, which according to Engels rests upon
various indirect mechanisms of rule: the “direct corruption of officials”
but also on the “alliance between government and stock exchange” (as a
result of the national debt, the state is increasingly dependent upon the
financial markets). Even universal suffrage does not stand in the way ofan
instrumentalization of the state, as long as the proletariat “is not yet ripe
to emancipate itself” and regards the established social order as the only
possible one (MECW, 26:271-72).

When the proletariat ultimately liberates itself and establishes a so-
cialist/communist society, then, according to Engels, social classes will
also disappear—not in one fell swoop, but gradually. Since the state only
emerged as a force standing above society as a result of the class divide,
the state will disappear along with social classes: the state “dies out” ac-
cording to the famous formulation in the Anti-Duhring (MECW, 25:268).

The conception that the state is primarily an instrument in the hands
ofthe economic ruling class was not only dominant in the various Marxist
debates; radical-democratic bourgeois critics regarded at least the exist-
*ng state as an instrument of direct class rule. According to the claims
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made by modern states, the state is neutral with regard to social classes:
imperative is the equality of citizens before the law and the obligation of
the state to serve the common welfare. Whoever conceives of the state pri-
marily as an instrument of class rule therefore usually attempts to prove
that the actual activity of the government and the mode of functioning of
state organs run counter to this claim of neutrality.

Such aconception has acertain empirical plausibility: one can always
find examples of laws that primarily benefit the well-offor capitalist lobby
groups exercising legal (or even illegal) influence on the legislative pro-
cess and the political activity of the government. It is indisputable that
particular fractions of capital attempt to use the state as an instrument,
and sometimes succeed in doing so. The question is whether awareness
of this state of affairs implies that one has already grasped the fundamen-
tal characteristics of the modern bourgeois state.

Usually state measures exist that benefit the poorer stratums of the
population. Exponents of an instrumentalist conception of the state in-
terpret such measures as mere concessions, a means of pacifying the op-
pressed and exploited.

Critique ofthe state is understood by exponents of this conception pri-
marily as exposure: the intent is to prove that the neutrality of the state is
merely illusory. This critique of the state applies primarily to the particular
application of the state, but not to the state and politics as social forms.&

In political practice, the instrumentalist conception of the state
usually leads to the demand for an alternative use of the state: the
claim of common welfare should finally be taken seriously and the in-
terests of other classes more strongly taken into consideration. The
qguestion of how this can be achieved is subject to varying appraisals.
“Revolutionary” tendencies emphasize that state policies in the “real”
interest of the majority are only possible after a revolution. Therefore,
exacdy how revolutionary politics in non revolutionary periods should
look remains unclear. “Reformist” tendencies, on the other hand, be-
lieve that under capitalist relations a different politics, a compromise
between classes, is possible. Correspondingly, “better” policies are ex-
pected from the participation of leftist parties in government. The fre-
quently resulting disappointments are then justified by some reformists
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as an unfortunately necessary cost of compromise, whereas the more
radical reformists criticize the disappointing policies in question and at-
tribute them to the accommodation or “betrayal” of the leaders of leftist
parties. Not uncommonly, the next party is founded in order to “really”
do things differently. The idea that there could be structural reasons for
the criticized accommodation is disregarded.

11.2 Form-Determinations ofthe Bourgeois State:
Rule ofLaw, Welfare State, Democracy

A fundamental problem is tied up with the “instrumentalist” conception
ofthe state: it obscures the qualitative differences between pre-bourgeois
and bourgeois social relations and only emphasizes the division of soci-
ety into different social classes. An analysis of the state must be con-
cerned with the specificform by means of which these classes relate to
one another and reproduce their class relation.6

Economic and political rule were not yet separate in pre-bourgeois
societies: the relation of domination of slaveholders or feudal lords was
that ofa relation of personal rule over “their” slaves or serfs, which (from
our contemporary perspective) simultaneously constituted a relationship
of political power as well as a relationship ofeconomic exploitation.

In bourgeois-capitalist society, economic exploitation and political
rule diverge. The owner of land or means of production does not have a
judiciary, police, or military function connected to the property granting
him political power. Economic domination therefore no longer has aper-
sonal character; the individual wage-laborer is not personally bound to a
particular capitalist. Members of bourgeois society encounter each other
on the market as legally “equal” and “free” owners of private property,
even if some only own labor-power and others own the means ofproduc-
tion. Marx remarks sarcastically in Capital:

The sphere ofcirculation or commodity exchange, within whose bound-
aries the sale and purchase oflabour-power goes on, is in facta very Eden
ofthe innate rights ofman. It is the exclusive realm ofFreedom, Equality,
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Property and Bentham.6& Freedom, because both buyer and seller of a
commodity, let us say oflabour-power, are determined only by their own
free will. They contract as free persons, who are equal before the law.
Their contract is the final result in which their joint will finds a com-
mon fegal expression. Equality, because each enters into relation with
the other, as with a simple owner of commodities, and they exchange
equivalent for equivalent. Property, because each disposes only ofwhat
is his own. And Bentham, because each looks only to his own advantage.
The only force bringing them together, and putting them into relation
with each other, is the selfishness, the gain and the private interest of
each. (Capital, 1:280)

The economic relationship of exploitation and domination is consti-
tuted by the agreement between free and equal contractual partners and
can be dissolved at any time. The exploited consent to their own exploi-
tation because in a society of private property they have no other pos-
sibility for securing their livelihood. The wage-laborer is not personally
dependent upon a particular capitalist, but he must sell his labor-power
to a capitalist in order to survive.

The relation of domination between the classes growing out of pro-
duction in bourgeois society is completely different from all pre-bour-
geois societies. For that reason, the political form ofbourgeois society, the
bourgeois state, exhibits its own particular characteristics.

In pre-bourgeois societies, people confronted one another at the
outset as legally unequal. Rights and obligations were defined by their
respective state or social status; economic and political relations of
domination were directly intertwined. Under capitalist social relations,
direct political force is not necessary for the maintenance of economic
exploitation: it is sufficient for the state as a force standing above soci-
ety to guarantee that all members of society behave like owners ofpri-
vate property. However, the state must be a discrete, independent force,
since it has to compel all members of society to recognize one another
as private owners.

As the rule of law, the bourgeois state treats its citizens as free and
equal owners of private property. All citizens are subordinated to the
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same laws and have the same rights and obligations.&The state defends
the private property of every citizen, regardless of that person’s impor-
tance. This defense consists primarily in the fact that the citizens are
obligated to recognize one another as private owners: the appropriation
of property is only allowed by mutual agreement; as a rule, one only ac-
quires property by endowment, inheritance, exchange, or purchase.

The state does in fact conduct itselfas a neutral instance with regard
to its citizens; this neutrality is in no way merely an illusion. Rather, it
is precisely by means of this neutrality that the state secures the foun-
dations of capitalist relations of domination and exploitation. The de-
fense of property implies that those who possess no relevant property
beyond their own labor-power must sell their labor-power. To be able to
appropriate their means of subsistence, they must submit to capital. This
makes the capitalist process of production possible and reproduces in
turn the class relations that are its precondition. The individual laborer
emerges from the process of production exactly as he entered it. The la-
borer’s wage is essentially sufficient for his (or his family’s) reproduction.
In order to reproduce himself anew, he must sell his labor-power again.
The capitalist also emerges from the production process again as a capi-
talist: his advanced capital returns to him together with a profit, so that
he can even advance it again in agreater quantity. Thus the capitalist pro-
duction process does notjust produce commodities; it also reproduces
the capital relation itself (see Capital, 1: chapter 23).

However, the fact that the reproduction of the capital relation to a
large extent occurs—at least in the developed capitalist countries—with-
out direct state coercion (the force of the state is always present indirectly
as a threat) is a recent historical development. When the “primitive ac-
cumulation” and the “worker free in a double sense” (see section 4.3)
still needed to be “produced,” things were different. As Marx shows in
detail using the example of England, the state had to continuously and
directly intervene to encourage and enable capitalist production. Initially
the state did this by supporting landlords expelling peasants from the
land that the latter had cultivated for along time (sheep raising was more
profitable for the landlords), and then by forcing uprooted and vagabond
people into the strict discipline of capitalist workplaces. This is not to say
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that various governments followed a general plan to introduce capitalism,
since such measures had completely different causes. However, modern
capitalism was only able to establish itselfas a result ofthese violent mea-
sures. It took awhile for aworking class to develop “which by education,
tradition and habit looks upon the requirements of that mode of produc-
tion as self-evident natural laws.”6 Only then is the “silent compulsion of
economic relations” sufficient for the “domination of the capitalist over
the worker”—so that coercive state force is only necessary in exceptional
cases (Capital, 1:899). Under developed capitalist relations, the mainte-
nance of the class relation is assured precisely because the state, as the
rule of law treats its citizens as free and equal owners of property regard-
less of their social class, defending their property and their dealings as
property owners.®

Moreover, the bourgeois state is notjust the rule of law, merely estab-
lishing a formal framework and securing adherence to this framework
by means of its monopoly on the use of force. It also guarantees the gen-
eral material conditions for the accumulation of capital, insofar as these
conditions cannot be established by individual capitals in a capitalist
way, since doing so would not yield a sufficient profit. Among these con-
ditions, which vary or are of vaiying importance in different historical
periods, are the provision of a corresponding infrastructure (primarily
transportation and communication), research and educational facilities,
as well as a stable currency through the central bank.@ The state thus
acts as an “ideal personification of the total national capital” (ideeller
Gesamtkapitalist), as Engels called it (MECW, 25:266). Through its pol-
icies, the state follows the capitalist general interest ofthe most profitable
accumulation possible. This general interest is not always identical with
the particular interests of individual fractions of capital or an individual
capitalist, which is why the state sometimes acts in opposition to these
particular interests—for that very reason, there must be a self-contained
Instance independent of specific capitals. Of course, there are always
examples of governments favoring individual capitals, but that is not an
essential aspect of the state. For that very reason, such acts of favoritism
are also denounced as a “scandal” in bourgeois circles that are in no way
critical ofthe state and capital.
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The essential precondition of capitalist accumulation is the existence
ofwage-laborers. Their reproduction is made possible by the wage paid
by capital. For an individual capital, the wage (just like occupational
health and safety measures) constitutes a cost factor that must be mini-
mized in order to obtain the highest possible profit under the pressure
of competition. If capital does not encounter resistance in the form of
strong trade unions or similar associations, then excessively long work-
ing time, unhealthy and dangerous working conditions, and starvation
wages will be imposed that prevent the reproduction of labor-power: a
tendency toward the destruction of labor-power is thus intrinsic to capi-
tal’s drive (imposed by competition) for an increasingly greater valoriza-
tion. The individual capitalist might recognize this and even regret it, but
he can’t do much to change things if he wishes to avoid bankruptcy. So
that capital does not destroy its object of exploitation, this object must
be protected by compulsory state laws. A legal workday (see Capital, 1:
chapter 10), requlations concerning occupational health and safety, as
well as a legal minimum wage (or state welfare measures that function asa
minimum wage level)—all ofwhich were first imposed through workers’
struggles—limit capital’s possibilities for valorization, but secure them in
the long term.

The state does not only prevent the destruction oflabor-power; in the
form ofthe welfare state, it also guarantees its reproduction insofar as this
is not possible solely as a result ofthe wage compensation negotiated by
workers and capitalists. Through various social insurance policies, the
state secures lahor-power against the fundamental risks it is exposed to
in a capitalist economy: the permanent inability to sell labor-power as a
result ofan accident or old age (accident insurance and old-age pensions,
respectively); and the temporary inability to sell labor-power as a result
of illness or unemployment (health insurance and unemployment insur-
ance, as well as welfare).

The means for state social welfare measures originate in the capital
accumulation process, regardless ofwhether these measures are financed
by social insurance contributions or taxes. A portion of the total social
value is used, so that the mass of surplus value is reduced. For the in-
dividual capitalist, this deduction constitutes a restriction, just like the
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protective regulations mentioned above. To that extent, the state as wel-
fare state violates the direct interest of each individual capital in maxi-
mum valorization and therefore encounters corresponding resistance. It
is thus frequently the case that state social welfare measures come about
as a result ofstruggles by the labor movement. The welfare state is there-
fore frequently understood as an “achievement” of the labor movement,
a concession to the working class (in order to pacify it). It is in fact the
case that the lives of wage-laborers are considerably easier and more se-
cure with state social welfare measures than without them. However, it is
not the case that such measures are one-sided benefits for the forces of
|labor that—as is occasionally asserted—already constitute the first step in
transcending capitalism. Rather, they safeguard the existence ofworkers
in a manner consistent with capitalism, namely as wage-laborers. On the
one hand, it is in the interest of capital that those workers whose labor
cannot be profitably used for a temporary period oftime—as the result of
iliness, accident, or the lack ofdemand—are still maintained in an “order-
ly” condition amenable to capital. On the other hand, state social welfare
measures are usually contingent upon the sale oflabor-power (or the will-
ingness to sell one’s labor-power): benefits such as unemployment insur-
ance or old-age pensions depend upon the previous wage, a correlation
that already functions as a means of disciplining workers. In the case of
people physically and mentally able to work, the payment of unemploy-
ment insurance or welfare is also contingent upon their active effort to
sell their labor-power. If this is not the case, the reduction or suspension
of benefits is used as ameans of discipline by state agencies. The benefits
ofthe welfare state, therefore, do not free one from the compulsion to sell
one’s labor-power.

A decisive shortcoming of the conception of the bourgeois state as
an instrument in the hands of the capitalist class is that it presupposes
a “ruling” class that is both unified and capable of acting, as well as a
clearly defined class interest that simply needs an instrument for its im-
plementation. Neither assumption is self-evident. The “economic ruling
class™ in capitalism consists of capitalists with widely varying, even op-
posing interests. There is a common interest in the maintenance of the
capitalist mode of production, but if the system is not threatened by a
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revolutionary movement, then this interest is far too general to serve as
a guideline for “normal” state action. The interests that determine the
state’s activity are not just sitting around waiting to be implemented,
as is assumed by the instrumentalist conception. Rather, these interests
must first be constituted.

All ofthe state’s measures are contested, whether the issue is the con-
crete organization ofthe legal system, the securing of the material condi-
tions of accumulation, or the type and extent of welfare state benefits. As
a rule, every measure brings disadvantages for some capitalists (some-
times even for all capitalists) and advantages for others (or fewer disad-
vantages than for the rest). Advantages expected—but not certain—over
the long term are pitted against immediate disadvantages. The issue of
what the general capitalist interest consists in, which challenges the state
should react to and how—all that has to constantly be ascertained. State
policies presuppose a constant ascertainment of the general interest and
the measures for its implementation.

Not uncommonly, there are different possibilities for implementing
the capitalist general interest. Alternative strategies are possible, so that
state policies cannot be reduced to the simple implementation of ne-
cessities of the capitalist economy. The reference to the economic pur-
pose behind a state measure, popular in Marxist circles, is insufficient
as an explanation. The relations of power hetween individual fractions
of capital, cunning alliances, influence within the state apparatus and
in the public media and similar factors are of decisive importance for
the implementation or prevention of individual measures or even entire
strategies. Sometimes results that are even harmful for the general capi-
talist interest are brought about. Lobhying, competing for influence, and
s0 on is not a violation of the rules, but precisely the way in which the
search for consensus occurs.

State policies do not only presuppose a consensus concerning the
capitalist general interest within the most important fractions of capital.
Such policies have to be legitimized in relation to the lower classes; a
certain level of consent is also required from them. Only then is it guar-
anteed that the lower classes do not disturb the reproduction of capital-
ist relations through their social practice (and such disturbances do not
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first emerge with politically motivated resistance). In particular, the lower
classes must consent to the sacrifices demanded of them or at least pas-
sively accept them. For the establishment of legitimacy and the mainte-
nance of the “disciplined” mode of behavior of the worker and citizen,
it is not sufficient to simply “sell” such policies “well™; the interests of
the lower classes—their interests within capitalism, meaning their inter-
ests in a better existence as wage-laborers—must at least be taken into
consideration to the extent that they do not “excessively” interfere with
the capitalist general interest in successful accumulation. The extent to
which these interests are strongly and skillfully advocated thus plays a
role in how much influence their advocates have in political parties, the
state apparatuses, and the media,

The debate concerning the various political measures and different
strategies, the constitution of consensus and legitimacy, the integration of
interests in a manner consistent with capitalism—all of this involves not
only the “ruling” class but also the “ruled” class. It occurs within as well
as outside of state institutions: in the media of the bourgeois public sphere
(television, the press) as well as in the institutions ofdemocratic decision
making (the parties, parliaments, committees). Of course, the policies of
the state can also be imposed with dictatorial means against the major-
ity of the population, but a long-term suppression of democratic institu-
tions and the curtailment of freedom of the press and of opinion bring
considerable material costs (the apparatus of repression must be all the
more extensive if legitimacy is slight) and disturbs the ascertainment of
the capitalist general interest. Military dictatorships and similar regimes
are therefore rather the exception in developed capitalist countries.

Fundamental procedures for the establishment of legitimacy as well
as a consensus conforming to capitalist norms are universal free elections
occurring by secret ballot. This allows a majority of the population to
vote out unpopular politicians and parties and elect new ones. The new
government, regardless of whether its policies are different from that of
the old one, can maintain against critics that it has been “elected” and
therefore “wanted” by the majority of the population. This “legitimacy
by procedure” comes to the fore in the way political science deals with
democracy—neglecting the capitalist context to a large extent. The dis-
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satisfaction of the population concerning the impositions of politics is
notjust offered a timely safety vent by the possibility of reqular elections;
It is also channeled, in that it is directed against individual politicians
and parties and not the political and economic system behind their poli-
cies. Correspondingly, in the bourgeois public sphere, a political system
counts as democratic when it offers the effective possibility for voting out
a government.

The idealization of democracy one encounters in parts of the left,
which measures really existing democratic institutions against the ideal
ofa citizen who should decide by vote about die greatest possible num-
ber of issues, also disregards the social and economic context of de-
mocracy, just like the mainstream of political science mentioned above.
Alongside the different variants ofdemocratic systems (with strong presi-
dents, strong parliaments, etc.) there is no “real” democracy that must
finally be introduced; under capitalist relations, the existing democratic
system is already the “real” democracy (whoever sees “real” democracy
in multiple, easily initiated plebiscites should take a look, for example, at
Switzerland, and see if that leads to great changes).

The state and the public sphere constitute, as is often emphasized,
an arena for different interests; in a democratic system, this can be seen
rather clearly. However, this arena is not a neutral playing field. Rather,
this playing field structurally affects debates and the political practice re-
sulting from them. State policies are in no way completely determined by
the economic situation, but they are also not an open process in which
anything is possible. On the one hand, conflicts within and between
classes as well as the relative strength and ability of individual groups
to handle conflict, etc., play an important role, so that different develop-
ments are constantly possible. On the other hand, politics must always
accommodate the general capitalist interest in successful accumulation.
Parties and politicians might be quite different in terms of their back-
grounds and value systems; in their policies, particularly when they are
in government, they generally orient toward this general interest. This
is not hecause they are “bribed” by capital or are otherwise somehow
dependent (although that can also be the case), but rather because of
the way parties assert themselves and the working conditions of gov-
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eminent—processes and conditions that even leftist parties who aim to
govern cannot elude.

In order to be elected president or obtain a majority as a party, various
interests and value systems have to be addressed. In order to be taken se-
riously in the media (an essential precondition for becoming well known),
“realistic,” “realizable” proposals must be made. Before a party can even
come close to governing, it usually goes through a process of political
education over the course of many years, in which it increasingly adjusts
to “necessities,” that is, to the pursuit of the capitalist general interest in
order to have greater electoral success. Ifaparty finally gets into govern-
ment, it has to take care to obtain the necessary consent. It is now of
particular importance that the political “room for maneuver” is decisively
dependent upon financial possibilities: these are determined on the one
hand by the level oftax revenue, and on the other by the level ofexpendi-
tures, ofwhich social welfare benefits are among the larger items. In the
case of a successful accumulation of capital, tax revenues are high and
welfare expenditures for the unemployed and the poor relatively low. In
periods of crisis, tax revenues decline and social expenditures increase.
The material foundation of the state is thus directly connected to the ac-
cumulation of capital; no government can get past this dependency. A
government can increase its financial room for maneuvering by borrow-
ing, but this increases the future financial burden. Additionally, a state
can only obtain credit without problems as long as future tax receipts,
from which the credit should be paid back, are certain, which in turn
presupposes again a successful accumulation of capital.

The promotion of accumulation is not just the self-evident aim of
politicians; itis also a truism among broad sectors of the population diat
“our” economy needs to perform well, so that “we” can benefit from it.
“Sacrifices” that initially benefit only the capitalists are willingly borne in
the expectation of better times to come. The former Social Democratic
chancellor of Germany, Helmut Schmidt, formulated this memorably in
the 1970s: “The profits oftoday are the investments oftomorrow and the
johs ofthe day after tomorrow.” Criticism usually arises in the population
not as a result of the impositions of policies and the promotion of poli-
cies, but due to the absence ofthe expected results.
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Here again we see the relevance of the fetishism that structures the
spontaneous perceptions of the actors in capitalist production. In the
trinity formula, the capitalist mode ofproduction appears to be a “natu-
ral form” ofthe social process ofproduction (see chapter 10). Capitalism
appears to be an endeavor without alternative, in which capital and la-
bor play their “natural” roles. The experience ofinequality, exploitation,
and oppression therefore does not inevitably lead to a critique of capi-
talism but to a criticism of conditions within capitalism: “exaggerated”
demands or an “unjust” distribution ofwealth are criticized, but not the
capitalist foundation of this distribution. Labor and capital appear to be
the equally necessary and therefore equally respected bearers of the pro-
duction of social wealth. Against the background of the trinity formula
It is understandable why the conception of the state as a neutral third
instance that concerns itselfwith “the whole”—and to which appeals for
socialjustice are addressed—is so plausible and widespread.

This “whole” of capital and labor encompassed by the state is, then,
to a varying extent in the individual countries, invoked as the nation, as
an imaginary community offate ofa “people” that is constructed through
an alleged “common” history and culture. This national unity is usually
first achieved through the act of dissociation from “internal” and “ex-
ternal” enemies. The state appears as the political manifestation of the
nation: the “well-being” of the nation must be realized by the state do-
mestically as well as through the representation of the “national interest”
abroad. This is exactly what the state does when it pursues the capitalist
general interest, since this is the only common welfare possible under
capitalist social relations.

11.3 World Market and Imperialism

In attempting to achieve the highest possible level ofvalorization, capital
has a tendency to transcend national borders, both in the purchasing of
the elements of constant capital (most notably raw materials) as well as
in the sale of its finished products. Marx thus wrote of the world market
that it is “the very basis and living atmosphere of the capitalist mode of
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production” (Capital, 3:205). The capitalist general interest pursued by
the bourgeois state applies not only to the national level, but also to the
international level. Many Marxist currents to this very day analyze inter-
national politics more or less within the tradition of Lenin’s theory of
imperialism. We will now briefly deal with this theory.

At the beginning of the twentieth century, various Marxist authors
attempted to examine the extent to which imperialist behavior by capi-
talist states was rooted in structural changes of capitalism within these
countries (Hilferding, 1910; Luxemburg, 1913; Kautsky, 1914; Lenin,
1917). Lenin’s contribution was the most influential. His analysis was
largely borrowed from the left-liberal English author Hobson (1902) and
presented in a Marxist guise.® Lenin regarded the essential structural
change of contemporary capitalism as being the transition from “compet-
itive capitalism” to “monopoly capitalism.” To summarize briefly, Lenin
argues that an increasing number of industrial branches are dominated
by a few firms, whereby the largest industrial firms merge with the large
banks. As a result, the economy is dominated by a handful of monopo-
lists and financial magnates, who also exercise a decisive influence upon
the state. Since the monopolies can no longer find sufficient possibili-
ties for valorization within their own countries, they are confronted with
the necessity of exporting notjust commodities but also capital to other
countries. These capital exports are made possible and secured through
imperialist policies. As a result of the export of capital, the bourgeoisie
of the imperialist countries appropriates a large portion of the surplus
value of other countries, whereby imperialist capitalism obtains a “para-
sitic” character. Since monopoly capitalism is losing vitality (as well as
inhibiting technical progress), it has a tendency to “stagnation and de-
cay.” Imperialist capitalism is thus a “decaying” and “dying” capitalism.

Since imperialist expansion is promoted mainly by the developed
capitalist countries, a struggle for the division of the world results. Lenin
regarded the First World War as an inevitable result ofthis struggle. Lenin
explained that imperialist policies and ultimately the war were largely ac-
cepted by the working class in many countries by asserting that the upper
layer of the working class (the “labor aristocracy’) was “corrupted” by
sharing in the fruits ofimperialism.
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In this view of things, imperialism is not just a type of politics that
could in principle be completely different, but rather an economic neces-
sity that results from the transition from competitive capitalism to mo-
nopoly capitalism. Lenin thus conceived of imperialism as a necessary
stage in the development of capitalism, as the final stage of monopoly
capitalism. Since there could be no further stage of development after
monopoly capitalism, Lenin regards imperialism as the highest and final
stage of capitalism, which can only end in war or revolution.7.

In Lenin’s theory of imperialism, there are a number of extremely
problematic points. First of all is the alleged transition from competi-
tive to monopoly capitalism. The growth of individual capitals and an
increasingly smaller number of capitals dominating a single branch
(trends, by the way, that are not at all universally dominant and that
sometimes even reverse) led Lenin to conclude a change in the capital-
ist mode of socialization: it was no longer value, but rather the will of
the monopolists that was supposedly dominating the economy. More
or less successful attempts at planning by individual capitals or col-
lusion between cartels are mistaken for a fundamental change to the
mode of socialization mediated by value. Following this conception, the
state is reduced to a mere instrument of these monopolists, and im-
perialism is conceived of as the direct implementation of the interests
of individual capitalists. Finally, the characterization of imperialism as
“parasitic” is problematic not only due to the moralistic undertone, but
also because it is not readily apparent why the exploitation of a foreign
working class should be any worse than the exploitation of the domes-
tic working class.2What Lenin intended as a continuation of Marx’s
analysis ultimately has almost nothing to do with Marx’s critique of
political economy.

Not only theoretically, but also empirically, Lenin’s theory of impe-
rialism stands on shaky ground: the export of capital supposedly neces-
sitated by imperialist policies did in fact occur, but the greater portion of
this capital export went not to colonies and dependent territories but to
other developed capitalist countries that also pursued imperialist poli-
cies. That means that the cause of the capital export could not solely lie
in the absence of profitability in the capitalist centers, since that would
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mean there couldn’t have been any capital exported to other centers.
Besides, such capital export was not secured by the imperialist policies
of the home country, since such policies aimed at the rule of foreign terri-
tories outside of the capitalist centers. And finally, whoever still wishes to
adhere to Lenin’s theory is confronted by the problem that for the United
States—regarded as the most important imperialist power—the import of
capital, rather than the export of capital, is the decisive factor.

However, attempts exist to formulate a theory of imperialism outside
ofLenin’s framework, but the concept ofimperialism is understood rath-
er broadly. If one describes the state assertion of the capitalist general
interest at an international level by means of economic, political, or mili-
tary pressure against other countries as imperialism., then imperialism
is no longer a particular stage in the development of capitalism; rather,
every bourgeois state is imperialist within the limits of possibility, but
then the term “imperialism” really doesn’t say very much. The question
of which goals are pursued by imperialist policies and what the driving
factors are cannot be answered at such a general level. In any case, it can’t
be a simple mechanism such as securing capital exports.

At the international level, a multiplicity of states of widely varying
economic, political, and military strength and with completely different
interests face one another. Between them, there exist disparate constella-
tions of dependency and alliance, as well as antagonisms. The opportu-
nity for action of each state is limited by the actions of all other states. In
this competition between states, every state attempts to win and maintain
opportunities for itself. An independent terrain of conflicts for power and
influence between states is constituted. This terrain is not limited to the
direct implementation of the economic interests of individual fractions
of capital (although this also occurs). Upon this terrain, the primary con-
cern is the organization of an international “order” in the trade, currency,
legal, and military-political sectors.

Alongside specific interests resulting from their particular situations,
states also have acommon interest in the existence of aminimum ofinter-
national order, since only under somewhat stable and calculable econom-
ic and political relations can a successfid accumulation of capital occur.
The concrete organization of this order (concerning the degree of free
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trade or protectionism, the question of which currency plays the role of
global money, arms limitation) brings different advantages and disadvan-
tages for each state, which leads to different alliances that are in no way
free of contradiction and are oflimited duration.?

Finally, for the developed capitalist countries, the majority of which
are poor in natural resources, a decisive point is the secure provision of
raw materials and fuels. However, the point is not the conquest of corre-
sponding territories so much as the “organization” oftrade and its condi-
tions: calculable extraction and secure transportation, the mode of price
formation, and the currency in which trade is conducted.

The existence of a common interest in this order does not yet say
anything concerning how it is achieved and what dimensions it takes.
The readiness for cooperation is distributed differently between strong
and weak states: for strong states, a “unilateral” approach (that is to say,
the assertion of interests without considering the interests of others) is
potentially a realistic perspective, whereas the weaker countries usually
tend toward a “multilateral” approach (more or less cooperative behav-
ior) and possibly even call for a binding international legal order. Usually
both approaches are pursued, and both are used by states to advance
their own interests.

The relations between states are not static; they exist against a back-
ground ofadeveloping capitalism that constantly restructures the techni-
cal conditions of the production process, the organization of enterprises,
and the international linkages between them. The world market is not
just a precondition, but the constantly re-created result of the capitalist
mode of production, so that the conditions for the opportunities for ac-
tion by states are set again and again.

In the history of capitalism, both within individual countries as well
as for the capitalist world system as a whole, distinctions can be made
between structurally different periods. Marx attempted to analyze the
fundamental commonalities between these periods that make it possible
for one to speak of capitalism (see section 2.1). Periodization thus applies
to a more concrete level of analysis than Marx’s Capital. However, such
a periodization should not be mistaken (as frequently happened in the
history of the workers’ movement) for an inevitable development toward
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afinal end—whether a““highest” stage of capitalism or even a “necessary”
transition to socialism or communism.

On the other hand, caution is called for when the assertion is made
that “now” it is a matter of a completely new, completely different capital-
ism. The phenomena that have been discussed in the last few years under
the catchword “globalization” do not constitute a complete break in the
development of capitalism; rather, they are merely the most recent phase
in the crisis-prone implementation of the capital relation on the world
market and the accompanying profound transformations in the social
and political relations ofindividual countries.



12. Communism—Society Beyond

the Commodity, Money, and the State

Marx’s political aim was to overcome capitalism. A socialist or commu-
nist society (Marx and Engels used these terms interchangeably in the
1860s), in which private property in the means of production is abol-
ished and producdon is therefore no longer carried out with the goal of
profit maximization, was to take capitalism’s place. Marx did not draft
an extensive concept for such a society, so that even today many readers
of Capital are surprised when they find out that it does not contain even
a small chapter about communism. However, at various points (both in
Capital as well as in earlier writings) Marx attempted to draw conclu-
sions from his analysis of capitalism concerning general determinations
ofcommunism. Since such conclusions depend upon the respective level
of analysis, there are widely varying pronouncements that do not, how-
ever, add up to a unified conception.

There are two widespread complexes of conceptions regarding what
constitutes communism in Marx’s sense. However, neither has much to do
with the critique of political economy oudined in the preceding chapters.

Communism as an ideal. Here it is assumed that communism means
a society as it should be for ethical reasons: people should not exploit
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and oppress other people; they should not seek to gain material advan-
tage, but rather show solidarity and helpfulness, etc. In Marx s early
writings, one finds a few pronouncements that can be interpreted in
this direction. Against such a conception, it is often objected that hu-
mans” are not as good as communism requires, that they always seek
personal advantage and that communism therefore cannot function.
On the other hand, people who are ethically or religiously motivated
find a point of contact here, since Marx’s ostensible ethics seem to be
strongly compatible with Christian ethics, for example. Both sides do
not consider the fact that in Capital, Marx does not criticize capital-
ism for moral reasons (see section 2.2). Rather, in the course of his
analysis, he demonstrates that moral conceptions are socially produced
(see section 4.3). It thus follows that morals only exist as the morals
of a particular society, but not as a universal morality one can measure
individual societies against.

Communism as the nationalization of the means ofproduction. The
abolition of private property in the means of production is here equated
with nationalization and state planning of the economy. Against this, the
objection is raised that state planning is far too cumbersome and slow
and includes a tendency toward authoritarian rule. Often, the really ex-
isting socialism” of the Soviet Union is regarded as a more or less direct
implementation of this conception of communism. The collapse of the
Soviet Union is then taken as an obvious proof for the inevitable failure
ofcommunism. One finds demands for the nationalization of production
both in the Communist Manifesto as well as Engels’s Anti-Duhring but
only as a first measure and never as a characterization of communism.
Rather, the means of production should pass into the hands of society
and the state ultimately “dies out” (MECW, 25:268).

In the few fundamental observations concerning communism that
Marx makes on the basis of the critique of political economy, two things
are clear. First, that communist society is no longer based upon ex-
change. Both the expenditure of labor-power in production as well as
the distribution of products (first in their use as means of production
and subsistence, then as the distribution of consumption goods among
the individual members of society) occur in a manner consciously and
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methodically regulated by society—not by the market or the state. Not
only capital (self-valorizing value), but also the commodity and money
no longer exist. Second, Marx is not only concerned with a distribution
that is quantitatively different from that under capitalism (this question
of distribution was emphasized in traditional Marxism), but primarily
with the emancipation from a social nexus that takes on a life of its own
and imposes itself upon individuals as an anonymous compulsion. Not
only the capital relation as a specific relation of exploitation that gener-
ates bad and insecure working and living conditions for the majority of
the population should be overcome; the fetishism that “attaches” to the
products of labor as soon as they are produced as commodities should
also be abolished. Social emancipation, the liberation from self-produced
and therefore gratuitous constraints, is only possible when the social rela-
tions that generate the various forms of fetishism have disappeared. Only
then can the members of society truly regulate and organize their social
affairs themselves as an “association of free men” (Capital, 1:171). Marx
is concerned with this comprehensive emancipation, and not merely with
the question ofdistribution.

In contrast, it was a central tenet of traditional worldview Marxism
and Marxism-Leninism that socialism or communism would lead to
another mode of distribution that would offer individuals a foundation
for other and better possibilities for development. According to this dis-
tribution-centric conception, an authoritarian welfare state that retains
certain structures of the market economy can be regarded as socialism or
communism. The “really existing socialism” in Russia, Eastern Europe,
and China moved exacdy in this direction: the party elite occupied po-
sitions of state power and steered the economy in the direction of the
greatest possible increase of material output, a somewhat egalitarian dis-
tribution of income as well as the greatest possible social security.Z In
the really existing socialist welfare state, the policies of the ruling party
were notjust imposed in an authoritarian manner against a political op-
position striving for the réintroduction of capitalism. The majority of the
population also had no actual influence; it was a more or less well taken
care of but passive object of the party’s policies. Open discussion could
occur only in avery limited way, ifatall. The ruling “Communist” parties
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in the “socialist” countries also did not allow their monopoly of power
to be questioned by other communist forces. Society here did not regu-
late the social process, the party did. Clear-sightedly, Rosa Luxemburg
criticized such tendencies early on. In her uncompleted text The Russian
Revolution she writes:

W ithout general elections, without unrestricted freedom of press and
assembly, without a free struggle of opinion, life dies out in every pub-
lic institution, becomes a mere semblance of life, in which only the
bureaucracy remains as the active element. Public life gradually falls
asleep, a few dozen party leaders of inexhaustible energy and bound-
less experience direct and rule. Among them, in reality only a dozen
outstanding heads do the leading and an elite of the working class is
invited from time to time to meetings where they are to applaud the
speeches of the leaders, and to approve proposed resolutions unani-
mously—at bottom, then, a clique affair. (The Rosa Luxemburg Reader,
Monthly Review Press, 2004,307)

The state in really existing socialism was primarily an instrument for
securing the party’s rule over society. The “dying out of the state” was
postponed to a distant future. However, for Marx’s conception of com-
munism, it is precisely this point that is of decisive importance: the state,
whether bourgeois or “socialist,” constitutes an independent force stand-
ing above society that organizes (to a certain extent) and imposes (by
force if necessary) a specific form of reproduction. Against this, the “as-
sociation of free men,” Marx’s characterization of communism, regulates
its affairs without resort to such an external, independent force; as long
as such aforce exists, one cannot speak of a “association of free men.

That one can only speak of communism when not only the commod-
ity, money, and capital have been abolished, but the state as well, does
not mean that such a society would have no rules. The members of such
a society would have to regulate their social life, organize production in
individual workplaces, coordinate between workplaces, harmonize their
different interests as producers and consumers, find ways of dealing with
minority positions, and for along time will still have to deal with different
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forms of gender and racial discrimination—such discrimination would
not automatically disappear once capitalist exploitation ends.

The enormous effort of coordination that acommunist society would
have to perform, coordination that occurs today through the market,
should not be underestimated in any case, nor should differences of in-
terest and conflicts, as well as the danger of coordinating instances taking
on alife of their own and becoming a state structure. When Engels writes
in Anti-Diihring that “the government of persons is replaced by the ad-
ministration of things” (MECW, 25:268), this is correct, but one should
also add that the administration of things also contains a potential for
power that can always lead to the domination of people.

Despite all these difficulties, there is still no immediately apparent ar-
gument as to why acommunist society should be impossible in principle.
However, communism—ifit is not to be a “crude” communism (MECW,
3:296) that merely manages scarcity—is tied to certain economic and so-
cial preconditions. Marx emphasizes the massive development of pro-
ductivity on the basis of science and technology, as well as the compre-
hensive development of the abilities of the workers as essential precondi-
tions for the transition to a communist society (Capital, 1:616-21, 635,
637-38, 739; 3:958-59), even if both only occur in capitalism upon a
narrow foundation, limited by the goal of profit maximization.

Two things are clear in connection with Marx’s considerations. First,
itis not sufficient for the transition to a communist society to conquer and
defend state power during a weak phase of bourgeois rule, like in Russia
in 1917. Without the corresponding social and economic preconditions, a
socialist revolution might be successful as a project to maintain the power
of a political party, but not as a project of social emancipation. Second,
a communist society requires a particular development to transform the
preconditions created within capitalism. Not until “a higher phase of
communist society,” where “the productive forces have also increased
with the all-around development of the individual, and all the springs of
co-operative wealth flow more abundantly” can “from each according to
his abilities, to each according to his needs” apply (MECW, 24:87).

Even when acommunist society can only be achieved with difficulty—
in light of the social devastation wrought by global capitalism, by crises
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and unemployment in the developed countries as well as in the countries
of the so-called Third World while there exists at the same time a histori-
cally unprecedented level of material wealth; in light ofthe destruction of
the natural foundations of life caused by capitalist production, no longer
occurring locally but affecting the planet as a whole (clearly visible in
climate change); in light of constant wars that also emanate from or are
promoted by “democratic” bourgeois states—in light of all that, there are
enough good reasons to abolish capitalism and replace it with an “asso-
ciation of free men.”
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Notes

A detailed commentary on the first two chapters of Capital amended by com-

mentaries on further Marxian texts dealing with value theory can be found in

Heinrich (2008). A continuation of this commentary (covering chapters 3-7)

will appear in 2012.

The description “New Reading of Marx” (neue Marx-Lektlire) was first
used by Hans-Georg Backhaus in the preface to a collection of his writings

(1997). A concentrated overview concerning the “New Reading of Marx” is
given by Elbe (2008). New contributions to the debate include, among others,

Brentel (1989), Behrens (1993a, 1993b), Heinrich (1999), Backhaus (2000),
Rakowitz (2000), Milios/Dimoulis/ Economakis (2002), and Reichelt (2002).

Moishe Postone (1993) also belongs in this context.

Marx used verriickt and the derived noun Verriicktheit. Verriickt means mad,
irrational but also that something is displaced.

In the history of worldview Marxism, the epistemological side of Marx’s argu-
mentation was mostly neglected (as was the case with the bourgeois critique of
Marx). Western Marxism raised epistemological questions, but the connection
with Marx’s critique of political economy was weak. Only with the renewed
discussion of Marx in the 1960s and 1970s was the epistemological aspect
placed in the foreground against an economically foreshortened reception of
Marx’s critique of political economy (which only wanted to see in Marx the
“better” economist).

The translation says “dialectical inversion” but in the German original “dialec-
tic” is not used.

Change of quantity into quality: a quantity increases until its quality is ulti-
mately changed. If water is heated, then its temperature increases, but it re-
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mains fluid, until it finally starts to steam at 100 degrees Celsius. Negation of
the negation: in development, the negation ofan original state is followed by a
further negation. A seed grows into a plant, the plant is the “negation” of the
seed; if the plant grows fruit and leaves behind a greater number of seeds, this
is the negation of the plant, and therefore a “negation of the negation”; this
does not, however, lead back to the point of departure, but rather reproduces
it on a higher level—the seeds have multiplied.

He writes in the Anti-Diihring: “It is obvious that | do not say anything con-
cerning the particular process of development of, for example, a grain ofbar-
ley from germination to the death ofthe fruit-bearing plant, if I say it is a nega-
tion of the negation” (MECW, 25:131).

Nowadays a variant of the utility theory ofvalue is dominant again within eco-
nomics, the so-called theory of marginal utility.

In the third volume of Capital, Marx demonstrates that the actual exchange
relationships in no way correspond to the amount of labor expended in pro-
duction (see chapter 7).

Wolfgang Fritz Haug, in his Vorlesungen zur Einfuhrung ins Kapital, declares
that Marx had traced abstract labor back to a “basis in nature” (Haug, 1989,
121). In my book Die Wissenschaft vom Wert, | have attempted to show that
this is more than simply an unfortunate formulation on the part of Marx. In
Marx’s critique ofpolitical economy, we find on the one hand a scientific revo-
lution, a break with the theoretical field of classical political economy, but on
the other hand, Marx’s argumentation adheres from time to time to the rem-
nants of these conceptions which he actually transcended. Such ambivalences
in Marx’s argumentation can only be dealt with at the margins ofan introduc-
tory work such as this one.

As an intended proof of the supposition that Marx sees value already estab-
lished through production and before the exchange act, he is often quoted
to the effect that “it is not the exchange of commodities which regulates the
magnitude of their values, but rather the reverse, the magnitude of the value
of commodities which regulates the proportion in which they exchange”
(Capital, 1:156). This overlooks that this deals with a relation of regula-
tion and not a temporal relation (first there’s value, then exchange occurs).
As far as the temporal connection is concerned, Marx clearly states: “It is
only by being exchanged that the products oflabour acquire a socially uni-
form objectivity as values [Wertgegenstandlichkeit], which is distinct from
their sensuously varied objectivity as articles of utility” (Capital, 1:166).
For the producers of commodities, the objectivity of value plays a decisive
role, which is why “their character as values has already to be taken into
consideration during production”(Capital, 1:166, emphasis mine). The fact
that value is “taken into consideration,” the future value of a commodity
estimated by the producers, is something different than if this value were
something preexisting.
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The analysis ofthe value form occurs in the comprehensive third section ofthe
first chapter of Capital.

Many introductions to Capital also understand the analysis of the form of
value in such an abstract-historical way and therefore miss the point of Marx’s
argumentation. Thus does Haug (1989) contrast the “real historical develop-
ment” to the analysis of the form ofvalue, “which isolates the laws of develop-
ment of the value form in laboratory-like pure culture.” Haug refers approv-
ingly to Engels’s formula that the logical depiction of categories is merely the
historical development, stripped of diverting chance occurrences (see section
2.1 regarding the problem of Engels’s reading). This point, among others, was
the subject ofa debate between Haug and me that occurred in the pages of the
journal Das Argument. See Haug (2003a, 2003b) and Heinrich (2003; 2004).
Only after money is scientifically developed as a necessary (not consciously
introduced) result of the actions of the commodity owners can one consider
the historical process from which this result emerged. After developing the
category ofmoney, Marx gives a very short and abstract outline ofthe historical
emergence of money (Capital, 1:181-83).

Above all, Hans Georg Backhaus in the 1970s pointed out the “monetary”
character of Marx’s theory ofvalue and thus had a decisive influence upon the
“new reading of Marx” referred to in section 1.3 above.

In A Contribution to the Critique ofPolitical Economy, Marx describes money
as the “direct embodiment” of abstract labor (MECW, 29:297).

The term “ideology,” which Marx uses rarely in Capital, is often understood
as a sort of “false consciousness” to which fetishism also belongs. A critical
discussion ofthe relationship between ideology and fetishism can be found in
Dimoulis/Milios (1999).

In section 1.3 we noted that the young Marx understood capitalism as the
“alienation” from “human species being.” Marx’s analysis of the fetish char-
acter of commodities was understood by some authors as a continuation of
this theory ofalienation. However, a close reading yields that Marx does not
refer to any sort of “human essence” when dealing with the fetish character
of commodities.

This conception belongs to the standard repertoire of traditional Marxism.
It was disseminated by Ernest Mandel, for example, along with a histori-
cal reading of Capital in many introductory texts (see Mandel’s Marxist
Economic Theory).

The connection between “simple circulation” and capital is depicted by
Marx in the preliminary works that led to Capital—in the Grundrisse and
the so-called Urtext ofA Contribution to the Critique ofPolitical Economy—
but not in Capital. In Capital, Marx begins the fourth chapter with the anal-
ysis ofthe formula M—C—M’. With this omission, Marx himselfabetted the
interpretations mentioned above that contrast a market economy and capital
as separate things.
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Marx’s expression “0konomische Charaktermasken der Personen” is translat-
ed as “characters who appear on the economic stage,” so the term “character
mask,” which is often used in the German discussion, does not appear in the
English translation of Capital.

When he introduces capital in the second part of Capital, vol. 1, Marx avoids
the term “class.” Only in vol. 2 does he stress explicitly that the “class relation”
is already presupposed, when capitalistand laborer meet at the market for buy-
ing and selling labor-power (Capital, 2:115).

For example, Ulrich Beck in his book Risk Society: Toward, a New Modernity.
Marx speaks in Capital of the value of labor-power in the singular, as if all
labor-power had the same value. He does this because he initially wished
to examine fundamental structures—how surplus value is possible despite
equivalent exchange—and for that purpose differences in the value of labor-
power do not play a role. Marx sees the foundation of such differences pri-
marily in different costs of qualification, whereby the labor expenditure of
a skilled labor force constitutes a higher magnitude of value. However, we
can also conclude from Marx’s emphasis upon the “historical and moral ele-
ment” of the value of labor-power that this value is determined differently,
notjust in different countries, but also within the same country for different
sections of the working class (on the basis of different organization, fighting
strength, tradition, etc.), and that asymmetrical gender relations and racist
discrimination lead to differences in the value of labor-power, since specific
claims cannot be asserted.

As discussed in the previous chapter, only in the act of exchange is it first
possible to determine how large the sum of value created during a particular
workday actually is. Ifthe commodity can be sold at all, then a particular sum
ofvalue, big or small, is created. The following explanation refers to this sum
ofvalue. Ifl write that the worker works for so many hours and therefore cre-
ates so much value, it is not a matter of falling back into a substantialist, pre-
monetary theory of value, but merely a simplified figure of speech.

Such a demand was formulated, for example, by Ferdinand Lassalle (1825-
1864) and his followers, and was sharply criticized by Marx.

Marx writes of afetish only with regard to the commodity, money, and capi-
tal: a particular social relationship appears as the property ofa thing. (On the
fetish character of capital, see section 5.3 below.) He writes of mystification
when referring to the fact that a particular state of affairs necessarily assumes
an inverted phenomenal appearance: with the wage, the payment of the value
of labor-power appears as the payment ofthe value of labor.

In the Introduction of 1857, Marx notes that an apparendy simple concept like
“labor,” which appears to express a state of affairs existing in every society, is
first made possible and “practically real” in capitalist society: only in capital-
ism have various activities become separated from people, social context, etc.;
only now is there no single dominant activity and all activity is a means of
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valorization for capital and a means of survival for the wage laborer; only now
can one speak rather generally of “labor.”

However, the “life span” of a machine depends only in part upon its physi-
cal wear-and-tear. 1fnew and improved machines come onto the market, then
the machine’s economic life span is considerably shorter than its physical life
span. Computers, for example, are usually discarded not because they no lon-
ger work, but because much better ones are available.

Above we noted that the value of labor-power is not transferred to the product,
but that labor expenditure creates new value. This new value is mathematically
expressed with the help ofvands.

The increasing importance ofknowledge and science for capitalist production
is not a new phenomenon the way fashionable talk ofa transition from “indus-
trial society to a knowledge society” might suggest. And it is certainly not the
case—as is sometimes alleged—that it calls the capitalist form-determination of
production into question.

This enormous increase is assumed in order to simplify the following calcula-
tions. I1fone compares different eras over a distance of decades, then it is quite
possible that productivity doubles.

A decrease in labor-time usually leads to an intensification of labor (a greater
value product is created in the same amount oftime), which stands in good stead
for an increase in surplus value. But this is not considered in our example.

With the organic composition of capital, one runs into problems when ad-
dressing the average composition of total capital in a society, since technical
changes in one branch change the value of its products and leads to a change
of the value-composition in all other branches that use this product. This
means that changes in the organic composition can no longer be sharply dis-
tinguished from changes in value-composition.

Marx’s terminology deviates from that used today: “concentration” usually
describes a process that Marx would have understood as “centralization,” the
reduction of the number of individual capitals.

Ben Fowkes translated “a dialectical inversion” in the Penguin edition, but in
the German original “dialectical” is not used.

Transport is not counted among the functions of pure merchant capital, since
it constitutes a sphere of industrial capital. We are dealing here with concep-
tual distinctions; in reality, it may very well be the case that a particular capital
combines the function of transportation and the function of sale, meaning a
portion of capital is industrial capital and therefore creates value and surplus
value, whereas another portion is merchant capital that produces neither value
nor surplus value.

The question as to the origin ofthe surplus has given rise to widely diverging no-
tions, both within classical political economy and contemporary economic theory.
To simplify our calculations, we will disregard fixed capitaf and assume a turn-
over time of one year.
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Marx’s strong interest in such a quantitative method of calculation is an ex-
pression ofthe ambivalences addressed above (sec. 3.3, n. 10). In many places,
he remains trapped within the pre-monetary value theory of classical political
economy that he had transcended in other places. Ifthe value ofa commodity
is determined independent ofexchange (which was also the dominant concep-
tion in traditional Marxism), then there is in fact a “transformation problem.”
To that extent the competition process oudined above does not bring about a
temporal transition from a system ofvalue to a system ofproduction prices (since
there is no capitalism where commodities exchange at their values), but rather
brings the transition from a price system with unequal rates of profit to a price
system with a (tendential) equal rate ofprofit. Through productivity increases,
changes in demand, etc., there are permanent shifts in prices and unequal prof-
it rates in individual spheres, which is why the equalization process mediated
by competition permanently takes place.

A detailed discussion ofpositions that defend Marx’s “law,” as well as a discus-
sion of further aspects ofthe “law,” can be found in my book Die Wissenschaft
vom Wert.

Under exceptional circumstances, such as during an acute crisis, capitalists
request additional credit, not to make additional profit, but to meet their out-
standing payment obligations and avoid bankruptcy. In such situations, the
rate of interest can lie above the average rate of profit.

In fact, at any given time we find not one rate of interest, but several different
interest rates, depending upon the length of the credit period. These interest
rates tend to lie in a certain range, for example, between 4 percent and 6 per-
cent. If one speaks of interest rates rising or falling, then that means that the
entire range shifts and becomes eventually narrower or broader.

The fundamental concepts can only be considered here in an introductory
manner. A comprehensive introduction can be found in Kratke (1995) as well
as Itoh/Lapavitsas (1999).

Further sources of income for the banks are fees (for keeping an account, for
example) and commissions (for the brokerage of sales of stocks and bonds).
Usually, the bank or credit card issuer only guarantees up to a particular limit;
however, the seller can usually verify the validity of a check or credit card with
asimple inquiry.

The banks merely play the role of broker, and obtain a commission.

I use “capital market” here as an umbrella term for securities and stock mar-
kets. Often the term “financial market” is used, and in the nineteenth and early
twentieth century, “bourse” was common. Sometimes adistinction is made be-
tween the capital market as a market for long-term loans and the money market
as a market for short-term loans.

The extent to which the market value rises or falls depends furthermore upon the
maturity of the commercial paper (the period of time before repayment) as well as
the creditworthiness of the debtor (the estimation ofhis future ability to pay).
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Not only are stocks and fixed-interest securities traded upon capital markets,
but also a number of instruments that are merely claims upon stocks and
bonds, stricdy speaking, claims to claims. The “innovations” that have oc-
curred in the last few decades on the international financial markets (above all,
so-called derivatives) consist primarily in the constant invention of new forms
oftradable claims, that is, new forms of fictitious capital.

A few years ago, the car manufacturer BMW increased its production plans
in the middle of a crisis. Responding to questions by journalists, the then-
chairman ofthe company explained that he was well aware that there were too
many cars on the market, but that too few of them were BMWs.

Those arguing this perspective leaned for support upon Marx and Engels’s
1845-46 manuscript The Germany Ideology, which shared in this point this
simple view of the world: “The ideas ofthe ruling class are in every epoch the
ruling ideas: i.e. the class which is the ruling material force of society, is at the
same time its ruling intellectual force” (MECW, 5:59).

It is not necessary to deal here with the question ofwhat the amount ofground
rent depends upon in each individual case. Let us only say so much with re-
gard to the “value ofland”: insofar as we are dealing with virgin soil, the “value
ofland” isjust as “imaginary” an expression as the “value oflabor” (see section
4.5). This “value” depends upon the expected amount of ground rent. The
price of land is as high as the sum of capital yielded by interest at a normal
rate when the amount is the same as ground rent. The “value of land” is thus
calculated in a manner similar to that of the “value” of fictitious capital.

The sum of ground-rent payments constitutes a deduction from the total so-
cial surplus value. As a result of this deduction, the mass of total social profit
is smaller than it would have been without this deduction. The average profit
always bases itself upon this smaller total social mass of profit; it is therefore
divided only into interest and enterprise of profit.

In the case ofindependent handiwork, this separation is abolished, but seems
to be an accidental coincidence ofwhat are actually separate things.

The terms personification and personalization need to be precisely distin-
guished. Personification can refer to the fact that a person merely obeys the
logic of a thing, such as the capitalist being a personification of capital (in
German: Personifikation). Personification can also refer to a thing having
properties of a person attributed to it, such as capital appearing to be a self-
active subject (in German: Personifizierung). Personalization is the reduction
of social structures to the conscious activity of individuals.

The fact that concomitant with the rise of“race theories” in the late nineteenth
century anti-Semitism was endowed with a “race-theoretical” foundation ap-
pears less important as a characteristic of modem anti-Semitism, which owes
more to the devout faith in science ofthe nineteenth century, as anti-Semitism
was given a scientific guise. Modern anti-Semitism was operative before the
rise of “race theories” as well as after their discrediting.
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Anti-Semitism in this manifestation builds upon a truncated and superficial
critique of capitalism. Not every truncated critique of capitalism, which, for
example, sees the financial markets as the sole reason for the ills of capital-
ism, is already anti-Semitic, but such superficial critiques offer easy connecting
points for anti-Semitic stereotypes.

For that reason, it is quite plausible to address the psychological structures gener-
ated by bourgeois society, if one wishes to obtain more exact knowledge concern-
ing the spread of anti-Semitism. More cannot be said here concerning the debate
initiated in the 1930s by Horkheimer and Adorno as well as Wilhelm Reich.
Moishe Postone succumbs to such a hasty certainty in his essay “Anti-
Semitism and National Socialism”: he suggests a direct and inevitable path
from the commaodity fetish to Auschwitz.

From the cornucopia of contributions, we shall name only a few: Lenin’s
State and Revolution, Evgeny Pashukanis’s The General Theory of Law and
Marxism, Gramsci’s Prison Notebooks, Althusser’s Ideology and Ideological
State Apparatuses,Johannes Agnoli’s DerStaat des jCapitals, Nicos Poulantzas’s
State, Power, Socialism, and Heide Gerstenberger’s Impersonal Power.

In the writings of the young Marx from the early 1840s, one also encounters
a critique of the state that contrasts norm and reality. As a result of the inad-
equacy of such a critique of the state, Marx began his engagement with the
critique of political economy. These early works are thus hardly fruitful for a
critique ofthe state on the basis ofthe critique of political economy.

Marx emphasizes this pointin Capital: “The specific economic form, in which
unpaid surplus-labour is pumped out of the direct producers, determines the
relationship ofdomination and servitude, as it grows directly out ofproduction
itselfand reacts back on itin turn as a determinant. On this is based the entire
configuration of the economic community arising from the actual relations of
production, and hence also its specific political form” (Capital, 3:927).
Jeremy Bentham (1748-1832) was an English philosopher who advocated an
ethical system based upon utilitarian principles.

Following Marx’s well-known formulation, one could say that this and subse-
quent statements only apply to the bourgeois state “in its ideal average.” Just
as the depiction of the capitalist mode of production “in its ideal average”
(Capital, 3:970) does not yield a complete analysis of capitalist society, the
same applies to the state. The implementation of the complete legal and po-
litical equality of citizens (and especially of female citizens) was a process that
lasted into the second half of the twentieth century in some states, and is still
going on to some extent. Furthermore, as a result ofglobal processes of migra-
tion, there live in the majority ofstates today not only legally equal citizens, but
also agrowing number ofcitizens of other states who enjoy considerably fewer,
or as is the case with illegal immigrants, almost no rights.

This state of affairs, mentioned by Marx in passing, is one of the central
themes of Michel Foucault’s Discipline and Punish. In this context, Foucault
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criticizes the traditional conception of power as being an asset that various
social classes can simply appropriate. Against this, Foucault advances a “mi-
crophysics of power” that pervades every individual in his or her internal-
ized attitudes and behavior.

Since capital must constandy conquer new territories, private property rela-
tions must constantly be reestablished under new conditions, such as with the
Internet, to take a contemporary example (see Nuss, 2002).

The existence of money is not based upon state actions; rather it is the com-
modity that necessitates money (see chapter 3). However, under normal capi-
talist conditions the state guarantees the value of the particular concrete mani-
festation ofmoney through state institutions (in developed capitalism, usually a
central bank, see chapter 8).

Lenin himself neither denied what he owed to Hobson nor the occasional
character ofhis book. Only the inventors of“Leninism” transformed this small
pamphlet into an ingenious classical work of Marxism.

Since “dying” capitalism obviously survived the First World War (as well as
the Second), the theory of*“State Monopoly Capitalism” was developed within
the framework of Marxism-Leninism. “State Monopoly Capitalism” was re-
garded as the very last phase of the final stage of imperialism: the fusion ofthe
state apparatuses with the monopolies was keeping “dying” capitalism on life
support for a little while longer.

For Hobson, from whom Lenin also took the characterization “parasitic,” the
use of this attribute made sense, because Hobson wants to confront a sound,
welfare capitalism (which he supports) with an unsound imperialism (which
he criticizes).

The notion formulated by Hardt and Negri that the imperialism of nation-
states (which they uncritically conceive of in terms of Lenin’s theory of im-
perialism) has been superseded by an “empire” without a territorial center of
power is a grandiose idealization ofthis international order.

Corruption and personal enrichment were in no way rare occurrences, but
this saysjust as little about the mode of functioning of the really existing social
state as corresponding phenomena by bourgeois politicians does about the
bourgeois state.
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