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Preface





The November revolution in Germany in 1918 marked the beginning of the era of Socialism. Socialism and Socialisation are the catchwords of the hour. But what does Socialism signify? It is urgently necessary that everyone, and not merely the intellectuals, should become familiar with the fundamental teachings of Socialism.


The founder of scientific Socialism was Karl Marx, who was born in Treves in 1818, and who died in London in 1883. The fundamental teachings of Socialism are contained in Marx’s principal work: Das Kapital. It is therefore to-day the imperative duty of everyone who is anxious to understand the trend of our present social development – and a forteriori of everyone desirous of contributing actively to such development – to acquire a knowledge of that work.


But this duty is by no means easy to fulfil. Whoever wishes to read Marx’s Capital encounters a superabundance of difficulties. We may, indeed, go further, and say that it is quite incomprehensible for the layman. And the majority of mankind are composed of laymen.


In the first place there is the enormous size of the work – not less than 2200 large printed pages filling three volumes. Who can be expected to read this, if he be not a specialist in political economy, and if he have professional business to attend to? Secondly, there is Marx’s manner of expressing himself, which is uncommonly, difficult to grasp. Sycophants, anxious to praise everything done by a great man, have maintained that Marx&8217;s style is clear, precise, and easy of comprehension. This does not even hold good of his short essays destined for newspapers. And when such assertions are put forward in regard to his books on political economy, these assertions are absolutely false. In order to understand Marx, various conditions must be postulated; not only is it necessary that the reader penetrate deeply into, and meditate with heart and soul on, the great thinker’s work, but he must also subject himself to intense intellectual strain; and, furthermore, he must be in possession of a sound and thorough-going economic training. It is easy to understand the reasons for Marx’s obscurity. Marx achieved a colossal intellectual labour. He had a thorough grasp of everything taught before him by the science of political economy, and by dint of his own research he increased immensely the material already accumulated. He studied minutely all economic problems, and discovered entirely new solutions precisely for the most important of them. His whole attention and energy was so taken up by the content of economic science, that he attached no importance to the form in which his ideas were expressed. The number of ideas continuously occupying him was so great, that he was indifferent to the manner of expressing such ideas. And he evidently did not realise the fact, that a number of things with which he was familiar and which appeared to him self-evident must needs be extremely difficult of comprehension for persons lacking his extensive knowledge. All the more so, as he had no intention of writing for amateurs. He intended, on the contrary, composing a strictly scientific work.


However this may be, it is certain that, in order to understand Marx, a much greater amount of time and labour is necessary, than a mere layman can be expected to devote to the task.


And now we come to the third and greatest difficulty. From beginning to end, Marx’s work is from one and the same mould; the various parts of his teaching are so intimately interwoven that no single part can be rightly understood without acquiring a knowledge of the others. The reader of the first chapters cannot, of course, be aware of the contents of the subsequent ones, and must therefore obtain a false impression of the master’s teaching as long as he has not achieved the study of all three volumes of Capital.


This difficulty is increased by reason of the fact that Marx himself was unable to complete the work. Only the first volume of Capital, published in 1867, was completely achieved and made ready for press by him. The two other volumes were published after his death by his friend Friedrich Engels – the second volume in 1885, the third, in two parts, in 1894. But neither of these two volumes was in any way ready for press when Marx died, so that Engels had frequently to include in them the sketches in which Marx first put his ideas into writing. Countless repetitions are the result. The reader who is unaware of this – and the amateur cannot possibly be aware of it - sees to his astonishment the same idea, clothed in different words, constantly recurring, ten or fifteen times or even more; and the reason for this is not clear to him. The consequence is that even professional savants as a rule confine themselves to the first volume, and therefore naturally misunderstand the author. A forteriori is this the case with laymen, for instance with the Socialist working-man, who, even if he devote almost the whole of his leisure time to reading the first volume to the end, carefully avoids perusing the second and third volumes.


For all these reasons it has long since been clear to me that there was an urgent need for rendering Marx’s Capital; accessible to the vast number who are eager to know its contents, but who are unable to make such a study a part of their life-work. It must clearly be understood that there is n question here of “popularizing” Marx’s teaching in the sense that another author exposes in his own words that teaching, in such a way as to render the latter comprehensible. There are already enough expositions of this sort. (They are moreover often incomplete, seeing that the author himself was acquainted with the first volume only, and considered it superfluous to consult the others.) In my case, Marx himself speaks; it is his own work, in his own words, which I am laying before the reader in such a manner as to render it comprehensible to everyone willing to expend on it a little time and trouble.


This task I had assigned to myself many years ago. [1] The war, with the enforced leisure resulting from it for me, gave me the necessary time. I considered myself competent to undertake the work for the reason that I have been studying Marx’s Capital most closely and carefully for some 30 years past; over twenty years ago I translated – at the request of the Institut des Sciences Sociales in Brussels, and in cooperation with my Belgian comrade Vanderrydt – the second and third volumes into French. [2]


I will add a few words concerning the manner in which I have sought to fulfil my task. Necessarily I was anxious above all things, as already stated, to let Marx’s own words remain as far as possible, and to confine myself to omissions and transpositions. I have remarked above that the difficulty of understanding Marx is attributable, to a large extent, to the fact that, in order to rightly understand one part of his work, all the other parts must be known. It is hardly exaggerated to say that the first sections must seem to the novice bold enough to venture to read them, as if they were written in Chinese. This is due to the fact that he can have, as yet, no notion of the spirit in which the book was conceived, of the author’s method of thinking and reasoning. In order to obtain such a notion, he must be acquainted with important discussions in the third volume. For this reason it was, from the beginning, evident to me that I should have to entirely transpose the order of Marx’s ideas, consequently the order of treatises containing these ideas. A considerable portion of the contents of the third volume had to be placed right at the beginning. Treatises which, in the original, are distributed over a great number of chapters sometimes wide apart from each other, had often to be joined together; others, on the contrary, had to be taken asunder. I had, therefore, frequently to write connecting sentences. But, on the whole, the exact wording of the original has been rigidly adhered to.


Numerous advantages were already obtained thereby. Whoever gives himself the trouble to compare the present edition with the original one, will see to his surprise how many orders of ideas, otherwise extremely difficult of comprehension, have been rendered clear by merely transposing them.


The omissions will be seen to be not less valuable. It was evident that one version only of the innumerable repetitions contained in the second and third volume had to be selected. But, over and above this, it was by no means my intention to reproduce the entire work in all its details. On the contrary, a selection had to be made in such a way, that the reader is able to study all Marx’s fundamental ideas in the author’s own words, without being alarmed or overtired by the excessive dimensions of the book. Anyone can, at any time, verify by comparison if anything essential has been omitted. In order to facilitate this control, I have indicated at the beginning of each chapter, and also elsewhere when needed, those parts of the original I have reproduced.


True, an appreciable number of passages are to be found in this edition, the wording of which differs from the wording in the original. This was inevitable; for otherwise they would have remained incomprehensible.


In conclusion, I would venture to hope that this edition may not only prove useful in so far as conducive to a better understanding of Marx, but that it may develop the interest in, and increase the comprehension of, economic science generally, and thus be profitable to the cause of Socialism.


I should be particularly happy if the present abridged edition would serve as an incitement to study the original work.




	
 


	
Berlin-Lichterfelde, April 1919

Julian Borchardt







Footnotes


1. Consequently a quite different task to the one assigned themselves by Kautsky and Eckstein when publishing the so-called “people’s edition” of Marx’s Capital. This edition confines itself, in the German version, to “germanising” a number of words of foreign extraction and translating the quotations reproduced in a foreign tongue in the original. And the “people’s edition” contains, in a space of 700 large pages, only the first volume. It would scarcely be possible to edit in this way the other volumes, which present greater difficulties. But even if it were possible, the only result would be a new book of 2000 pages, which only those persons could afford to study, who had the necessary leisure and money.


2. Paris, Girard & Brière, 1901.
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Chapter 1





Commodities, Prices, Profits



(Extracted from vol. Ill, part. 1. sections 1 & 2; vol. 111. Part 2, pp. 356-358 & 398-402. German edition.) 




Political Economy deals with the economic supply to mankind of the commodities needed by the latter in order to live. In modern capitalist States this process is accomplished exclusively by means of the sale and purchase of commodities, of which human beings become the proprietors by buying such commodities for the money that constitutes their income. There are various categories of income, which, however, can be divided into three main groups: every year capital brings in profit for the capitalist; the soil brings in ground rents for the landowner; and labour power - under normal conditions, and as long as such labour power can be utilized - earns wages for the worker. Thus capital appears to the capitalist, the soil to the landowner, and his labour power - or rather, his labour itself to the labourer, as the three different sources of their respective incomes, i. e. of profits, ground rents, and wages. All such incomes would seem to resemble the fruit of a tree that never withers, fruit which is consumed every year - or, to be precise, of three trees which furnish the annual income of three social classes: of the capitalist class, the landowning class, and the labouring class. The wealth which constitutes all categories of income appears to be derived from three distinct and independent sources: namely, capital, ground rents, and labour. 


But the amount of income possessed by each class is not the only decisive factor in the supply of economic commodities. The price of such commodities is likewise a decisive element of the process; and the question as to what causes determine prices has, consequently, always formed the subject of searching inquiry on the part of economists. 


At first sight this question does not appear to present any difficulty. If we take any product of industry, its price is determined by the manufacturer adding to the cost of production such profit as is customary in his particular branch. The price depends, in consequence, on the amount of the cost of production and on the amount of profit. 


The manufacturer reckons as cost of production every- thing spent by him for the purpose of producing a given commodity. Such expenditure consists, in the first place of the sums spent on raw materials and such auxiliary materials as are needed (e. g. cotton, coal etc.); and, further, on machines, tools, and buildings. The expenditure consists, secondly, of the ground rent (e. g. the rent due for the premises), and, thirdly, of the wages paid for labour. We can therefore divide the manufacturer's costs of production into the three following categories: 


1) the means of production (e. g. raw materials, auxiliary materials, machinery, tools, and buildings); 


2) the ground rent (which will also be calculated in the event of the factory standing on its own ground); 


3) wages. 


If we analyse these three categories somewhat closer, we shall find ourselves confronted by unforeseen difficulties. Let us first of all take the wages. According as to whether the latter are high or low, the total costs of production - and, consequently, the price of the finished article - will be high or low. But what determines the rate of wages? Let us say, after labour power has been offered and demanded. The demand for labour power comes from the capitalist, who needs labourers for his undertaking. A large demand for labour power implies therefore a large increase of capital. What does capital consist of? It consists of money and commodities. Or, rather, seeing that money - as we shall point out in detail later on - is itself only a commodity, we may say that capital simply consists of commodities. The more valuable such commodities are, the larger is the capital, and the greater is the demand for labour power with its ensuing influence alike on the rate of wages - and as a further consequence - on the price of the finished article. Now let us see what determines the value (or price) of the commodities which constitute capital. That value is determined by the costs necessary for their own production. And among such costs of production we find wages! So that in the long run the rate of wages is, according to this theory, determined by - the rate of wages! And the price of commodities by - the price of commodities! 


Or else it is stated that wages are determined by the price of the food needed by the labourer. But such foodstuffs are themselves commodities, and their price is in part determined by wages; and thus the error is obvious. 


A second factor of the manufacturer's costs of production was seen to be the means of production. It is not necessary to go into details in order to understand that cotton, machinery, coal, etc., are also commodities, of which exactly the same holds good as of those commodities which constitute the food of the labourer or the capital of the employer of labour. 


The attempt to explain prices by referring to the costs of production has thus proved a sorry failure. It has just simply resulted in "determining" prices by themselves! 


To the cost of production the manufacturer adds the customary profit. It would seem as if, in this case, all difficulties were overcome, seeing that the percentage (or rate) of profit which he must calculate is known 'to the manufacturer as the amount customary in his particular branch of industry. This, of course, does not prevent an individual manufacturer, by reason of special circumstances, sometimes calculating his profit at a higher or lower rate than the customary one But on an average the rate of profits is the same in all the undertakings in a given branch of industry. In every branch there is thus a common average rate of profit. 


But not only that. Owing to competition, the rates of profit in different branches are brought into a certain harmony with each other. And it cannot be otherwise, for, as soon as extraordinarily high profits are reaped in any given branch, capital emigrates from those branches which are less lucrative, and is invested in the more lucrative one. Or else new capital, which is continually being formed and which seeks profitable investment, will strongly favour such lucrative branches; production in the latter must in consequence increase considerably; and in order to sell the greatly increased number of commodities, prices - and therefore profits - must be reduced. Just the contrary will take place if in any branch extraordinarily low profits are made. Capital will emigrate from such a branch as rapidly as possible; production will thus be diminished to the extent of such emigration; and this, in turn, tends to increase prices and profits. 


Competition thus tends to establish an equilibrium be- tween the rates of profit in all branches; and we are justified in speaking of a general average rate of profit, which, it" not identical, is at all events more or less similar in all branches of production. True, this phenomenon is not as obvious as is the equality of profits within one and the same branch, seeing that the general costs, the wear of the machinery, the use to which the latter is put, etc., are liable to vary very considerably from branch to branch. In order to bring about a balance between such variations it is possible that the brutto profit - i.e. the percentage actually calculated by the manufacturer over and above the costs of production - be appreciably higher (or lower) in one branch than in others. This phenomenon tends to obscure the real facts. But after deduction of the different costs of production there none the less remains, in the various branches of industry, a net profit rate which is approximately similar in all cases. 


As a general average rate of profit thus exists, the amount of profit accruing in reality to any given undertaking depends on the amount of capital sunk in the latter. It is true that - as previously mentioned - it is not entirely indifferent whether a factory produce guns or cotton stockings, seeing that the profits vary a little according to the security of the investment, to the greater ease or difficulty with which the commodity produced is sold, etc. But such differences are unimportant. Let us suppose the general average rate of profit to be 10 per cent, and it is evident that a capital of £ 1 000 000 - must reap a profit which will be 10 times greater than that reaped by a capital of £ 100 000. (We assume, of course, the existence of proper business methods, just as we make abstraction of all those particular instances of luck or ill-luck which may possibly occur in the history of any individual undertaking). 


We must further bear in mind that profits are made not only by industrial undertakings, which produce commodities; but also by commercial undertakings, which merely act as a medium between the producer and the consumer for the sale of such commodities to the latter; and likewise by banks, carriers and forwarding agents, railways, etc. In the case of all these undertakings - always assuming efficient business management - profits are determined by the amount of capital invested. It is no wonder that those persons who are concerned in the practical conduct of such undertakings should be convinced that profits arise, so to speak, spontaneously out of capital - that capital produces them just as the tree, if properly cultivated, produces fruit. And in so far as profits are not regarded as a natural characteristic inherent to capital, they are looked upon as the result of the work accomplished by the capitalist. As a matter of fact, we have invariably had to start, in our discussion, from the presumption that the management of the business is an efficient one. Much depends on the personal efficiency of the manager. Should the latter prove inefficient, the profit of any individual undertaking can easily sink below the general average rate, whereas a capable manager may succeed in raising it above that average. 
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Chapter 2





 Profit and Value in Circulation



(Extracted from vol. Ill, part. 1, sections 1 & 2, German ed. Vol. I, ch. 5.) 


But how can profit derive spontaneously from capital? For the production of any given commodity the capitalist needs a certain sum, say £5. In this sum are included all the costs of production, i. e. raw and auxiliary materials, wages, the wear of the machinery, tools, buildings etc. He subsequently sells the finished commodity for £5 10 s. If we conclude that the finished commodity is really worth £5 10 s., we must necessarily conclude that this increased value, which has accrued during the process of production, has arisen out of nothing, seeing that all the values for which the capitalist has paid £5 existed previous to the existence of the commodity in question. The idea of something being thus created out of nothing is unacceptable to human reason. Hence economists have always held in the past, and still hold to-day, that the value of the commodity does not increase during the process of production, but that when this process is finished the capitalist has only in his possession an object of the same value as previously - that is to say, in the case assumed by us, of the value of £5. 


But from what then do the surplus 10 shillings derive, which he receives out of the sale of the commodity? The simple fact that the commodity passes out of the hands of the seller into those of the buyer, cannot enhance its value; for this would likewise be equivalent to the creation of something out of nothing. 


Two courses are generally adopted in order to get out of the difficulty. Some maintain that in the hands of the purchaser the commodity is really more valuable than in those of the vendor, seeing that it satisfies a want of the purchaser which is non-existent in the case of the vendor. Others say that the commodity does not, as a matter of fact, possess the value represented by the price paid, and that the purchaser has to pay the surplus without obtaining any equivalent. 


Let us analyse the two views. The French economist Condillac wrote in 1776, in an essay on Commerce and Government: "It is false that, in the exchange of commodities, equal value is given and obtained. The contrary is true. Each of the two contracting parties invariably gives a smaller value for a greater one .... If, as a matter of fact, equal values were always exchanged, neither of the contracting parties would earn a profit. But both profit, or at any rate both should do so. Why? The value of things resides solely in their relation to our wants. What is more to one man, is less to the other, and vice-versa .... We wish to give away a thing which is useless for us, in order to obtain something necessary; in other words, we wish to give less in order to obtain more ..." 


Truly a singular example of arithmetical reasoning! When two persons exchange something, does each give the other more than he receives? That would imply that if I buy a coat from the tailor for £ 1, the coat in question is worth less than £ 1 as long as it remains in the hands of the tailor, but that its value rises to £ 1 when I take possession of it! Neither do we get any further with the makeshift argument that the value of commodities resides exclusively in (heir relation to our wants. For (apart from the confusion of value in use and value in exchange, which we shall come to later) even if the coat be more valuable than the money for the purchaser, the money is more valuable than the coat for the vendor. 


If, on the other hand, we accept the hypothesis that commodities in general are sold for a higher price than they are worth, the consequences which ensue are stranger still. Let us provisionally admit that through some inexplicable privilege the vendor is able to sell the goods at a price over and above their value, for £5 10 s. when they are worth but £5, i. e. at a premium of 10 %. The vendor thus obtains an increase of value of 10 %. But after having been the vendor, he becomes purchaser. He now meets a third owner of commodities; and the latter, in his capacity as vendor, enjoys in his turn the privilege of selling the commodity 10 % too dear. Our man has thus gained 10 shillings as vendor, and lost 10 shillings as purchaser. As a matter of fact, the whole process resolves itself into this: every owner of commodities sells every other owner his goods at the rate of 10% over and above their value; and this is exactly the same as if they had sold them at their exact value; the prices oi the commodities increase, but the real relation of their values to each other remains unchanged. 


Let us suppose, on the other hand, that it is the privilege of the purchaser to buy commodities below their value. In this case it is not even necessary to recall the fact that the purchaser becomes again later-on a vendor, just as he was a vendor before becoming a purchaser. He had already lost 10 % as vendor, before gaining 10 % as purchaser. Everything thus remains as it was. 


It may be objected that such a counterbalancing of a previous loss by a subsequent profit only takes place in the case of purchasers who afterwards become vendors, and that there are persons who have nothing to sell. The consistent representatives of the illusion according to which increase of value derives from a nominal increase of prices, or from the privilege of the vendor to sell the commodity too dear - these representatives take for granted the existence of a class which only purchases and does not sell, i. e. which only consumes and does not produce. But the money with which such a class is able to keep on continually purchasing must be obtained from the owners of commodities themselves - without any exchange, gratuitously, on the strength of any given legal or non-legal titles. To sell such a class of commodities above their value thus simply means recovering, in part and by fraudulent means, money given away gratuitously. For instance, in ancient times the towns in Asia Minor paid annually money tributes to Rome. With this money Rome purchased commodities from them and purchased them too dear. The inhabitants of Asia defrauded the Romans by retaking a part of the tribute money in the course of trade. But none the less were those inhabitants swindled in the long run. Their commodities, both before and after, were paid them with their own money. This is not the way to increase one's wealth or to create surplus-value. 


Of course we do not contest that the individual owner of commodities may enrich himself by selling too dear. The owner A may be smart enough to take-in his colleagues B or C, whereas the latter are unable to obtain a revanche, despite all their efforts. A sells wine for £ 2 to B, and obtains in exchange corn to the value of £ 2 10 s. A has transformed his £ 2 into £ 2 10 s. or in other words has made more money out of less. But let us examine the matter more closely. Previous to the exchange A possessed £ 2 worth of wine, and B £ 2 10 s. worth of corn, the total value thus amounting to 4 10 s. After the exchange, the same total value of 4 10 s. remains. The value in circulation has not been increased by a single farthing; merely the proportion in which the sum total was divided between A and B has been reversed. The same change would have taken place if A, instead of veiling the transaction by having recourse to an exchange, had purely and simply stolen the 10 s. from B. The total value of the commodities in circulation can manifestly not be increased by chain the proportion of their distribution; just as little as a Jew can increase the quantity of precious metals in a country by selling a copper coin of the 18th century for a gold coin. The totality of the capitalist class in a given country cannot impose on itself. 


We may thus twist and turn the matter as much as we will - the result remains the same. If commodities of equal value are exchanged, no surplus-value arises; and neither does such a surplus-value arise in the event of commodities of unequal value being exchanged. The circulation or exchange of commodities in itself creates no value. 


The increase of value, which is visible after the sale of a commodity, cannot in any case be derived from the sale. It cannot be explained as the result of the discrepancy between the price of a commodity and its value. If the price really differs from the value we must reduce the former to the latter - in other words we must eliminate this phenomenon as a purely accidental one, so as not to let ourselves be confused by disturbing side-issues. Such a process of reduction is moreover not limited to the domain of science. The continual fluctuations of the market prices, their increase and decrease, neutralise each other and reduce themselves to an average price as their internal determining principle. The latter serves as guide to the merchant or the industrial undertaker in every enterprise of long duration. The merchant thus knows that, if we contemplate a long period of time in its entirety, commodities are in reality sold for their average price, and neither above nor below that price. The origin of profit, the creation of a surplus-value, must hence be explained on the presumption that commodities are sold at their real value. But in this case the surplus value must manifestly have its origin in the process of production. Already in the minute when the commodity is finished, and before it leaves the hands of its first vendor, it must be worth as much as the final purchaser, i. e. the consumer, pays for it at the end. In other words its value must exceed the manufacturer's costs of production; during the process of production of the commodity a new value must have been created. 


This leads us to the question as to how the value of commodities arises. 
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Chapter 3






Value in use and Exchange Value. The Socially Necessary Labour. 


(Extracted from vol. 1. Ch. 1 & 2.) 


A commodity is primarily an external object, which by reason of its qualities satisfies some sort of human want. Every useful thing, such as iron, paper etc., must be considered from a double point of view - according to quality, and according to quantity. Every such tiling has numerous qualities, and can thus be useful in many ways. The usefulness of the thing implies that it is a value in use. But this usefulness is not, so to speak, something hanging indefinitely in the air. Conditioned by the physical qualities of the commodity, it cannot exist apart from the latter. The substance itself of the commodity - such as iron, wheat, diamond etc. possesses therefore a value in use. 


Exchange Value appears primarily as the quantitative relation in which values in use of one kind are exchanged against values in use of another kind. A definite quantity of one commodity is regularly exchanged for a specific quantity of another: that constitutes its exchange value - a relation which changes constantly according to time and locality. Thus does exchange value seem to be something accidental and purely relative, i. e. (as Condillac expressed it) it seems to consist solely in the relation of the commodities to our wants. A value in exchange inherent in commodities appears thus an impossibility. Let us consider the question more closely. 


A given commodity, let us say a ton of wheat, is exchanged for a specific amount of boot-blacking, silk, or gold etc., in a word, for other commodities in varying proportions. Corn has thus a number of different exchange values. But as those specific amounts of boot-blacking, silk, gold etc. represent the exchange value of a ton of wheat, they must themselves possess an equal exchange value. It ensues therefore, first of all, that the valid exchange values of the same commodity express something identical; and, secondly, there must be something behind the exchange value - something of which the latter is bill the mode of expression. 


Let us further take two commodities, e.g. wheat and iron. Whatever the proportions in which these commodities are exchangeable, it is always possible to express them by means of an equation, in which a given quantity of corn is equal to a certain quantity of iron. For instance, let us suppose a ion of wheat to be equivalent to two tons of iron. What does this equation mean? It means that a common property of the same dimension exists in two different things - in a ton of wheat and also in two tons of iron. The two things are thus equal to a third, which in itself is neither the one nor the other. So far as constituting exchange values, each of the two must therefore be reducible to the third in question. 


This property possessed in common cannot be a natural quality inherent in commodities. Their natural physical qualities only come under consideration at all in so far as such qualities render these commodities useful, i. e. in so far as they confer on the latter a value in use. In the exchange of commodities, abstraction is to all intents and purposes made of the value in use of such commodities. In this case one value in use is worth just as much as any other, if only it be available in the proper proportion. Or as the old economist Barbon wrote in 1696: "The one kind of commodity is as good as the other, if the respective exchange values are equal. There is no difference, and no possibility of differentiation, between things of equal exchange value ....£ 5 worth of lead or iron have the same exchange value as £ 5 worth of silver and gold." Heterogeneity of quality is the main characteristic of commodities, when we regard the matter from the point of view of their value in use; when we consider their value in exchange, there can only be heterogeneity of quantity. 


If we make abstraction of the value in use of commodities, they appear henceforth under one single aspect, namely as products of labour. But the product of labour also undergoes a change as soon as it is finished. If we leave out of consideration its value in use, we likewise make abstraction of the material elements and shapes which confer on it a value in use. It is no longer a table or house or yarn, or, indeed, a useful object of any kind. All its concrete qualities have been put out of sight. Neither is it any Conger the product of the labour of a carpenter or stonemason or spinner, or of any other definite productive worker. It is, on the contrary, henceforth merely the product of human labour per se, abstract human labour, i. e. a product of the expenditure of human labour power considered independently of the shape assumed by such expenditure. I mean that it is quite indifferent whether the labour power in question was expended by a carpenter, a stonemason, or a spinner. All products of labour - considered from this point of view - merely demonstrate that human labour power has been expended in their production and that labour is accumulated in them. 


The exchange value of a commodity thus only exists because, and in so far as abstract human labour is embodied in that commodity. How are we to measure the amount of such value? According to the quantity of "value-creating substance", i. e. of labour, contained in it. The quantity of labour will itself be measured by its duration, and working- time is, in turn, measured according to definite time-standards, such as hours, days, etc. 


If the value of a commodity be determined by the quantity of labour expended in its production, it might seem that the lazier and more unskilful a man is, the more valuable the commodity produced by him would be, seeing that more time was required for its manufacture. But the labour which constitutes the substance of the values is homogeneous human labour, expenditure of the same uniform human labour power. The total labour power of society which is embodied in the sum total of the values of all commodities existing at any given moment, is to be considered as one homogeneous mass of human labour power, although it consists in the labour power of innumerable individuals. The labour power of each of these individuals is the same, in so far as it constitutes the average labour power of society, and operates as such - i. e. in so far as it needs the working-time necessary on an average, or socially necessary, for the production of a commodity. Socially necessary is only such working-time as is required for producing a value in use under existing normal conditions of production and with the average amount of skill and intensity prevalent at the time. After the introduction of steam weaving-looms in England, for instance, perhaps only half the labour needed previously was henceforth necessary in order to transform a given quantity of yarn into a textile fabric. The English hand-weaver still needed the same amount of time for effecting such a transformation; but the product of his individual hour?s work represented henceforth only half an hour's social labour, and lost in consequence half its former value. 


Thus it is only the quantity of labour or of working-time socially necessary for its production, which determines the exchange value of a commodity. The individual commodity is in this case merely an average sample of its kind. Therefore those commodities which represent an equal sum of labour, or which can be produced in the same amount of working-time, possess the same value. The value of a commodity is to the value of every other commodity as the working-time necessary for the production of one commodity to the working-time necessary for the production of the others. "Considered in terms of value, all commodities are but a definite quantity of congealed working-time". [1]


Thus the total value of a commodity would remain unchanged, if the working-time necessary for its production were to remain the same. But the latter changes with every variation in the productiveness of labour. The productiveness of labour is determined by various circumstances amongst others by the average amount of skill of the labourers, by the degree in which science is developed and applicable for technical purposes, the manner in which the process of production is organized, the extent and efficiency of the means of production, and by natural conditions. For instance, the same quantity of labour is, in the favourable season of the year, embodied in double the quantity of wheat obtained in the unfavourable season. The same quantity of labour extracts greater quantities of metal from rich mines than from poor ones. And so forth. Diamonds are seldom to be found on the earth's surface, and their discovery requires therefore, as a general rule, much working-time. Consequently they represent a large amount of labour in but a small compass. In the case of richer mines the same quantity of labour would be embodied in a larger quantity of diamonds, and the value of the latter would fall. If it were possible to transform carbon into diamonds with but a slight expenditure of labour, the value of such diamonds might fall below that of bricks. In general we may say that the greater the productiveness of labour, the shorter will be the working- time necessary for the production of an article, the smaller will be the mass of labour contained in it, and the smaller will be its value. Conversely, the less the productiveness of labour, the longer will be the working-time necessary for the production of an article, and the greater will be the value of that article. 


A thing can possess value in use, without having value. This is the case when no labour is required in order to make it useful to mankind. Such are air, virgin soil, natural pastures, wild-growing wood, etc. A thing can be both useful and the product of human labour, without constituting a commodity. Whoever satisfies his own wants by the produce of his own labour creates, it is true, values in use, but no commodity. In order to produce commodities he must not only create values in use per se, but values in use for others, i. e. social values in use. Lastly, nothing can have value without being an object of utility. If it be useless, the labour contained in it is useless, cannot be reckoned as labour, and cannot therefore create value. 


[1]  Karl Marx: Zur Kritik der politischien Oekonomie, Berlin, 1859. New edition, Stuttgart 1897. p. 5. 
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Chapter 4






Purchase and Sale of Labour Power. 


(Extracted from vol. I, cli. 6.) 


Now that we have seen that the value of commodities is constituted solely by the human labour contained in them, let us return to the question as to how it is possible for the manufacturer to obtain from his commodities a greater value than that invested by him in them. 


We will put the case once more before the reader: a capitalist needs a definite sum, say £ 5, for the production of a certain commodity. He subsequently sells the finished product for £ 5 10 s. As our investigation has shown that the surplus value of 10 shillings cannot have arisen in the process of circulation (i. e. in the turnover of the commodities), it must have its origin in the process of production. It is now incumbent on us to show how this comes about. 


The problem, it is true, is partly solved, once we know that value is created by socially necessary labour. In order to produce yarn with the available means of production, e.g. spinning and cotton, labour is performed in the spinning-mill. In so far as such labour is socially necessary, it creates value. It therefore adds a new value to the already existing means of production - in this case raw cotton - by transmitting at the same time the value of worn-out machinery etc. to the yarn. But the difficulty remains, that the capitalist would also seem to have included payment for the newly performed labour in his costs of production, seeing that wages are likewise reckoned among such costs of production along with the value of the machines, buildings, raw materials, and other requisites. And these wages are paid precisely for the labour performed in spinning. It appears therefore as if all the values available after the process of production were also available previously. 


But it is clear that the value which has been newly created by the work of spinning is not necessarily identical with the value paid by the capitalist in the shape of wages. It can be larger or smaller. If it be larger, we should then have discovered the origin of the surplus-value. 


Have we not, however, proceeded from the assumption that in all purchases and sales the exact value is paid? Have we not satisfied ourselves that price often deviates from value, but that such deviations explain nothing? For this reason must 'the case of the capitalist paying the labourer less than the latter's value - however often such cases may occur - be here considered only as an exception. The origin of the surplus-value must also be explained in the normal case of the capitalist paying the full value of what he purchases for the purpose of labour. This particular transaction of purchase and sale, such as it takes place between capitalist and labourer, must hence be more closely scrutinised. 


That which the capitalist obtains by paying wages, consequently that which he purchases from the labourer, is the latter's faculty, or power, of working. But in order that the capitalist may be able to purchase labour power, various conditions must be fulfilled. Labour power can only appear as a commodity on the market in so far, and because, it is offered for sale by its owner. In order to sell it as a commodity, the owner of such labour power must be able to dispose of it, that is to say he must be a free person, the free proprietor of his working faculty. He and the capitalist meet on the market and come into contact with each other as proprietors of commodities of equal rights -- differing from each other only in that the one is purchaser and the other vendor - consequently as legally equal persons. In order to ensure the continuity of these relations it is necessary that the proprietor of labour power sell the latter only for a specified length of time. For should he sell it in the bulk. once and for all, he would be selling himself, and converting himself from a free man into a slave; he would cease to be a proprietor of commodities and would become a commodity itself. 


The second essential condition, if the capitalist is to find labour power as a commodity on the market, is that its proprietor, instead of being able to sell commodities in which his labour is incorporated, is obliged to offer his labour power itself, which exists solely in his living body. This is the case when he owns none of the means of production, e. g. raw materials, tools, etc., necessary for the manufacture of commodities, and no foodstuffs to keep him alive until the process of manufacture is completed and the commodities sold. 


The capitalist must therefore find a free labourer on the market, free in a double sense of the word: namely, a free man able to dispose of his labour power as his own commodity; and, on the other hand, a man having no other commodities to sell, without ties of any sort, free from everything necessary to utilize his labour power. 


The question as to why this free labourer meets him on the commodities market, does not interest the capitalist. And for the present it does not interest us either. But one thing is clear: Nature does not produce on the one hand capitalists and proprietors of commodities, on the other proprietors solely of their own individual labour power. This state of things is not a natural one, nor indeed a social one in the sense of being common to all periods of history. Manifestly it is the result of an antecedent historical development, the product of numerous economic revolutions, of the disappearance of a number of older forms of social production. 


This peculiar commodity, labour power, must now be considered more closely. Like every other commodity it possesses value. How is this value determined? 


The value of labour power, like that of every oilier commodity, is determined by the working-time necessary for its production, consequently also for its reproduction. Labour power exists solely as an attribute of a live individual, and hence it presupposes the latter's existence. A live individual needs a certain amount of necessaries in order to sustain himself. The working-time necessary for the production of labour power resolves itself therefore into the working-time required for the production of such necessaries of life, in other words: the value of labour power is the value of the necessaries required to sustain its proprietor. 


The amount of necessaries must be sufficient to maintain the working individual in his normal condition of life. The natural wants themselves, such as food, clothing, heating, lodging, etc. vary according to the natural conditions pre- vailing in every country. On the other hand the extent of the so-called natural wants, and the manner in which they are satisfied, depend to a large extent on the degree of civilisation attained by any given country - especially on (amongst other factors) the conditions under which the class of free labourers has been formed, consequently on the customs and the standard of life acquired by this class. In the case of labour power a historical and a moral element thus enter into the determination of its value, contrary to the case of all other commodities. But for a given country at any given time, the average quantity of indispensable necessaries is practically known. 


The proprietor of labour power is mortal. If such proprietors are to appear permanently on the market, and the unceasing demands of capital require this, then must that amount of labour power which is lost to the market in consequence of wear and tear or death be continually replaced by at least an equal amount of new power. The sum total of the necessaries required for the production of labour power thus includes those required by future (substitute) power, i. e. by the labourer's children. Likewise included in the sum total are the costs necessitated by learning the skill and dexterity requisite for a given branch of labour - costs which, however, are insignificant in so far as ordinary labour power is concerned. 


The value of labour power consists in the value of a definite amount of necessaries of life. It varies according as to how such necessaries vary - i. e. according to the length of working-time needed for their production. Part of these necessaries, e. g. foodstuffs, fuel, etc., is consumed daily and must be replaced daily. Other necessaries, such as clothes, furniture, etc., take longer to consume and need hence be replaced only at longer intervals. Commodities of one kind must be bought or paid for daily, others weekly, quarterly, etc. But however the sum total of these costs be distributed over the course, say, of a year, it must be covered by the average income, taking one day with another. The real daily value of labour power will thus be ascertained by reckoning the value of all the necessaries of life required by the labourer during an entire year, and then dividing this sum by 365. If we assume that in the commodities required for an average day six hours social labour is contained, then does labour power represent half a day's average social work daily - or in other words, half a working-day is required for the daily production of labour power. [1] This quantity of labour necessary for the daily production of labour power constitutes the daily value of such power - or, if one likes, the value of daily reproduced power. If half a day's average social labour be incorporated also in a quantity of gold worth 3 shillings, then is this sum the price corresponding to the daily value of labour power. If the proprietor of labour power offers it for three shillings a day, then is the selling price equal to the value of such power; and we have assumed that the capitalist pays this value. 


To the peculiar nature of the commodity we call labour power is due the fact that when the contract between buyer and seller has been concluded, the value in use of the commodity in question has not really been transferred to the buyer. The value in use of labour power consists in the subsequent exercise of force. The sale of labour power and the exercise of the latter are thus separated from each other in time. But in the case of commodities, the sale of whose value in use is separated in time from their effective transfer to the buyer, payment is as a general rule made subsequently. In all countries with capitalist production the power of labour is paid only after it has exercised itself, e. g. at the end of the week. The labourer thus everywhere advances the capitalist the value in use of labour power; he lets the latter be consumed by the buyer before receiving payment of its price. Therefore does the labourer everywhere give credit to the capitalist. 


[1] The reader is particularly requested to read this attentively. Dr. Friedrich Kleimvächter, Professor of Political Economy at the University of Czernowitz, has understood this passage as meaning that Marx maintains that a labourer produces in about six hours everything needed by him for his sustenance! (Vide Kleinwächter, Lehrbuch der National Ökonomie, p. 453). EDITOR'S NOTE
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Chapter 5






How Surplus-Value Arises 


(Extracted from vol. I, ch. 7.) 



Labour power in use is labour itself. The purchaser of labour power consumes it by letting its vendor work. With the eye of a connoisseur the capitalist has selected the means of production and the labour power best adapted to his special line of business spinning-mill, shoe manufactory, etc. and he now lets the labourer consume the means of production by his labour. He must begin by taking the labour power just as he finds it; consequently also with a kind of labour as would be found at a time in which capitalists did not exist. Transformations of the forms of production due to the subordination of labour to capital can take place only later, and must therefore be considered later. 


The labour process, considered as the consumption of the labour power sold to the capitalist, shows us two peculiarities. 


The labourer works under the control of the capitalist. The latter takes care that the work is carried-on properly, and that the means of production are put to a suitable use. In other words: the freedom and independence of the worker during the labour process do not exist. 


Secondly, the product is the property of the capitalist, not of the labourer. As the capitalist - according to our hypothesis - pays the daily value of the labour power, it appertains to him to employ this power. Similarly the other elements essential for the manufacture of the product, namely the means of production, belong to him. Consequently the labour process is carried-on amongst things which have all been purchased by the capitalist; and thus the product is his property. 


This product constitutes a value in use yarn, boots, etc. But although boots, for example, are to a certain extent the basis of social progress, our capitalist, a decidedly progressive man, does not manufacture them for their own sake. Values in use are produced solely because, and in so far as, they are exchange values. Our capitalist has two purposes In view: firstly, he wishes to produce a value in use having an exchange value an article destined for sale, a commodity; secondly, he wishes to produce a commodity having a higher value than that of the means of production and the labour power, for which he advanced his money on the market. He does not want merely to produce a value in use, but value; and not only value, but surplus-value. 


We know that the value of every commodity is determined by the quantity of labour contained in it. This applies also to the product resulting for our capitalist from the process of labour. We must therefore first and foremost calculate the labour thus materialised in the work. 


Let us take, for example, yarn. For the production of yarn raw materials, e. g. 10 Ibs. of cotton, were first of all necessary. It is superfluous to inquire at present as to the value of the cotton, seeing that we assume the capitalist purchased the latter at its value, e. g. ten shillings. In the price of the cotton, the. labour required for its production is already expressed as average social labour. We will further assume that the instruments of labour used-up during the manufacture of the cotton spindles, etc. - have a value of two shillings. If an amount of gold equivalent to 12 shillings be the product of 24 working-hours or two working- days, it ensues firstly that two working-days are incorporated in the yarn. The working-time necessary for the production of the cotton is a part of the working-time needed for the production of the yarn, the raw material of which it constitutes, and is consequently included in the yarn. The same holds good of the working-time necessary for the production of the spindles, without the wear and tear of which the cotton cannot be spun. But we start from the assumption that only such working-time is spent as is indispensable under social conditions of production. Thus if only 1 Ib. of cotton be needed for spinning 1 Ib. of yarn, only 1 Ib. of cotton may be used in 'the manufacture of 1 Ib. of yarn. The same applies to the spindle. If the capitalist has the phantasy to use golden spindles instead of iron ones, nevertheless only the socially necessary labour is reckoned in the value of the yarn, i. e. the working-time necessary for the production of iron spindles. 


We come next to the question of what amount of value the labour of the spinner himself adds to the cotton. We assume that the labour of spinning is simple, unskilled labour, the average labour of a given state of society. Subsequently we shall see, that, even should we assume the contrary, the question would remain unchanged. 


Now it is vitally important that no more time be consumed in the work of spinning than is necessary under given social conditions. If under normal conditions of production l 2/3 Ibs. of cotton be transformed during a working-hour into 1 2/3 Ibs. yarn, then only that working-day counts as a 12 hours day, in which 12 X 1 2/3 Ibs. of cotton are converted into 12 X l 2/3 Ibs. of yarn. For only the socially necessary working-time counts as creative of value. 


The fact that the labour consists in spinning, that its material is cotton and its product yarn, is absolutely in- different as regards the creation of value. If the labourer, instead of working in a spinning-mill were employed in a coal mine, the object of the labour, i. e. coal, would be furnished by Nature. But all the same a definite quantity of coal picked from the seam, e. g. 1 cwt., represents a definite quantity of absorbed labour. 


When the labour power was sold, it was assumed that its daily value totals 3 shillings, and that in these 3 shillings 6 working-hours are incorporated - - that consequently 6 working-hours are required to produce the average amount of necessaries of life needed by the labourer every day. If now our spinner transforms during one working-hour l 2/3 Ibs. of cotton into 1 2/3 Ibs. of yarn [1], in 6 working-hours he trans- forms 10 Ibs. of cotton into 10 Ibs. of yarn. During the process of spinning, the cotton thus absorbs 6 working-hours. This working-time is represented by a quantity of gold worth 3 shillings. Owing therefore to the spinning, the value of the cotton is enhanced to the extent of 3 shillings. 


Let us now turn to the total value of the product, i e. of the 10 Ibs. of yarn. In them are incorporated 2 1/2 working-days, of which 2 are contained in cotton and instruments of labour, and one half is absorbed during the process of spinning. The same working-time is represented by a quantity of gold worth 15 shillings. The price corresponding to the value of the 10 Ibs. of yarn amounts thus to 15 shillings, the price of 1 Ib. of yarn amounts to 1 s. 6 d. 


Our capitalist is taken aback. The value of the product is equal to the capital advanced. The value advanced has not been remunerative, has not produced a surplus-value. The price of 10 Ibs. of yarn is 15 shillings, and 15 shillings have been laid out 10 shillings for cotton, 2 shillings for the consumed instruments of labour, and 3 shillings for labour power. 


Perhaps the capitalist will say that he advanced his money with the intention of making more money out of it. But the road to hell is paved with good intentions, and he may just as well have had the intention to make money without producing at all. He threatens. He will never be caught again. In future he will buy the finished commodity on the market instead of manufacturing it himself. But if all his fellow-capitalists were to do the same, how would he find commodities on the market? And money he cannot eat. He becomes unctuous. His sacrifice should be appreciated. He might have squandered his 15 shillings. Instead of which, he has laid-out the latter productively and made yarn out of them. But precisely for that reason he is in possession of good yarn instead of an evil conscience. Moreover, there where nothing is to be had, the King himself forfeits his rights. However meritorious his renunciation, there is nothing available wherewith to pay special remuneration for it, seeing that the value of the commodity resulting from the process of production is but equal to the sum total of the values invested in that process. He should therefore console himself with the reflection that virtue is its own reward. Instead of which he becomes, importunate. The yarn is useless for him. He has produced it for sale. He may therefore sell it, or, still better, may in future only produce commodities for his own use. He defiantly shows his teeth. Could the labourer produce commodities from nothing, merely with his own limbs? Did the capitalist not furnish the materials with which alone the labourer could work, and in which alone his work could be incorporated? Seeing that the greater part of society is composed of persons who possess nothing, has he not rendered society, through his means of production, i. e. his cotton and his spindles, an in valuable service? Has he not rendered the labourer himself such a service, having furnished him with necessaries of life into the bargain? And shall he not count this service for something? But, on the other hand, has not the labourer in his turn rendered him the service of transforming cotton and spindle into yarn? Moreover there is here no question of services. A service is nothing but the useful effect produced by a value in use, be it a commodity. or be it labour. But here there is only question of the exchange value. The capitalist paid the labourer the value of 3 shillings. The labourer gave him back exactly the same value, in the shape of a value; of 3 shillings added to the cotton Thus value is returned for value. Our friend, just now so purse-proud, suddenly assumes the modest attitude of his own labourer. Has the capitalist not worked himself? Has he not performed the work of superintending and controlling the spinners? Does not such work also produce value? His own foreman and his business manager shrug their shoulders. But meanwhile he has already resumed his former smiling face. He bamboozled us with the whole rigmarole. But he does not care a straw. He leaves these and similar hollow subterfuges and shifts to the professor of Political Economy, who is especially paid to repeat them. The capitalist himself is a practical man, who, it is true, does not always reflect on what he says outside his office, but who always knows what he does inside the latter. 


Let us consider the matter more closely. The daily value of the labour power amounted to 3 shillings, seeing that half a day's labour is incorporated in it i. e. because the necessaries of life required daily for the production oi labour power cost half a working-day. But the past labour incorporated in the labour power, on the one hand; and the living work which it can put into action, on the other: are two very different magnitudes. The fact that half a day's work is necessary to keep him alive for 24 hours by no means prevents the labourer working the entire day. The value of labour power and the utilisation of that power in the labour process are two different things. The capitalist had this difference of value in view when buying the labour power. The latter?s useful quality, i. e. the capacity for producing yarn or boots, was merely an indispensable secondary condition, because in order to create value labour in an useful shape must be performed. What was decisive was the peculiar value in use of this commodity, which is a source of value, and of value greater than it possesses itself. This is the service which the capitalist expected from it. 


And he acted in conformity with the eternal laws governing the exchange of commodities. For it is a fact that the vendor of labour power, like the vendor of every other commodity, obtains its exchange value and sells its value in use. The value in use of his labour power, i. e. the labour itself, belongs just as little to the vendor as the value in use of oil which has been sold belongs to the oil dealer. The capitalist has paid the daily value of labour power; consequently its use during the day, the whole day's labour belongs to him. The circumstance that the daily sustenance of labour power only costs half a working-day, although such labour power can be in action the entire day that consequently the value which its employment creates in a single day is double its own daily value; this circumstance is doubtless particularly lucky for the purchaser, but by no means an injustice towards the vendor. 


Our capitalist has foreseen this state of things, which was the cause of his hilarity. The labourer therefore finds in the workshop not only the means of production necessary for working six hours, but also those necessary for working twelve hours. If 10 Ibs. of cotton absorbed 6 working hours and be transformed into 10 Ibs. of yarn, then 20 Ibs. of cotton will absorb 12 working hours and be transformed into 20 Ibs. of yarn. Let us consider the product of this prolonged labour process. Five working days are now materialised in the 20 Ibs. of yarn, i. e. four in the cotton and the lost steel of the spindle, and one absorbed by the cotton during the process of spinning. Expressed in gold, the value of five working 'days is 30 shillings. That is therefore the price of the 20 Ibs. of yarn. The latter still costs 1 s. 6 d. per Ib. But the total value of the commodities entering into the process was 27 shillings, whereas the value of the yarn is 30 shillings. The value of the product has increased to the extent of one-ninth over and above the value advanced for its production. Twenty-seven shillings have been transformed into thirty. A surplus value of 3 shillings has been obtained. The trick has succeeded at last. 


All the conditions of the problem are satisfied, and the laws of the exchange of commodities have in no wise been broken. Equal value was exchanged for equal value, capitalist paid as purchaser the value of every commodity - cotton, spindles, labour power. He did what every other purchaser of commodities does - he consumed their value in use. The consumption of labour power yielded 20 Ibs. of yarn, worth 30 shillings. The capitalist now returns to the market and sells commodities after having bought them. He sells the yarn for 1 s. 6d. per lb., not a farthing either above or below its value. And yet he obtains from circulation 3 shillings more than he originally threw into it. 


If we compare the process of creating value with that of creating surplus-value, we see the latter to be but the continuation of the former beyond a definite point. If the process be only carried as far as the point where the value paid by capital for labour power be replaced by an exact equivalent, then it is simply a process of producing value. But if the process be continued beyond that point, it becomes a process of creating surplus-value. 


But labour is only creative of value in the measure in which the time needed for the production of a value in use is socially necessary. Labour power must be expended under normal conditions. If a self-acting mule be the implement in general use for spinning, the labourer must not be supplied with a distaff and spinning-wheel. He must not, instead of cotton of normal quality, be furnished with rubbish susceptible of tearing any moment. In both cases he would consume more working-time than is socially necessary for the pro- duction of 1 lb. of yarn; and this extra time would not produce value or money. Further, labour power must itself be normal. In that branch of production in which it is expended, it must possess the general average amount of skill, dexterity, and celerity. It must be expended with the general average amount of exertion and with the degree of intensity usual in society at any given moment. And the capitalist is as careful to see that this is done, as that his workmen are not idle for a single moment. He has purchased the labour power for a specific length of time and he insists on his rights. He will not let himself be robbed. Neither may the raw materials and tools be put 19 a wrong use, because those raw materials or tools which are wasted represent a useless expenditure of labour, and do not, consequently, count in the product nor enter into its value. 


We have already observed that in the production of surplus-value it is indifferent whether the labour bought by the capitalist be simple unskilled labour of average quality or more complicated labour. The labour which is of a higher kind and more complicated is the manifestation of a labour power which has cost more to develop, whose production has cost therefore more working-time, and which has consequently a higher value than unskilled labour power. This power being of greater value, it will be expended in labour of a higher class; it will, therefore, materialise itself in an identical length of time in proportionately higher values than unskilled labour. But whatever differences in skill may exist between the labour of a spinner and that of a jeweller, the portion of his labour by which the jeweller merely replaces the value of his own labour power, does not in any way differ in quality from the additional portion by which he creates surplus-value. [2] 


[1]  The figures are here wholly arbitrary. 


[2]  The differences between skilled and unskilled labour rest in part on mere illusions, or, to say the least, on differences which have long ceased to exist in reality, and only survive by virtue of a traditional convention; in part on the helpless condition of some categories of the working class, a condition that prevents them exacting equally with their comrades the value of their labour power; accidental circumstances play here so great a part, that both forms of labour can sometimes change places. Where, for instance, the physique of the working class has deteriorated, and is relatively speaking exhausted ? and this is the case in all countries characterised by highly developed capitalist production -- the lower forms of labour, which demand great muscular strength, are in general considered as skilled by comparison with much more delicate forms, which sink down to the level of unskilled labour. Take the case of a stonemason in England, whose labour is on. a much higher level than that of a damask-weaver. On the other hand, although the work of a fustian cutter demands great bodily exertion and is very unhealthy into the bargain, yet it counts only as unskilled labour. And we must not forget that the so-called skilled labour occupies-only a small space in the, total labour of a nation. Laing calculates that in England and Wales the livelihood of 11 million persons depends on unskilled labour. If from the total population of 18 million people living at the time when he wrote, we deduct 1 000 000 for the genteel population, and another 1 000 000 for paupers, vagrants, criminals, prostitutes, etc., there remain 4 000 000 who compose, the middle-class, including people that live on the interest of small investments, officials, authors, artists, schoolmasters and the like. In order to obtain this last figure of 4.000.000, he includes all better paid factory operatives among the working category of the middle-class - from which, however, bankers etc. are excluded! The stonemasons, too, figure among the skilled labourers. There remain the above mentioned 11.000.000. (S. Laing: ?National Distress?, &c., London, 1844). ?The great class who have nothing to give for food but ordinary labour, are the- great bulk of the people?. (James Mill, in article: "Colony". Supplement to the Encyclop. Brit., 1831).
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Chapter 6






Constant Capital and Variable Capital. Fixed Capital and Circulating Capital. 



(Extracted from vol. I, ch. 8 & 9. Vol. Ill, part. 1, ch. 8-10; vol. II, ch. 8, German ed.) 



Now that we know that surplus-value arises during the production of commodities, and, further, how it arises, it is clear that the surplus-value obtained in every individual undertaking must differ in its amount independently of the amount of capital. For we have seen that surplus-value is exclusively derived from living, newly performed labour, and not from the pre-existing means of production. To revert to our example of the cotton spinner, the capitalist paid 24 shillings for all the means of production (cotton and instruments of labour), and 3 shillings wages for labour. The labour of spinning has not changed the value of the 24 shillings - i. e. of the means of production; such labour has transmitted exactly the same value to the yarn. The 3 shillings paid for wages have, on the other hand, been consumed, and in their stead we find a new value of 6 shillings. 


The value of that part of the capital expended by the capitalist for procuring means of production - i. e. raw and auxiliary materials, and instruments of labour - is therefore not altered in- the course of process of production. We consequently call it constant capital. 


On the other hand, the value of that part of the capital expended on buying labour power is altered during the process of production. It reproduces its own value and yields a surplus-value over and above the latter; and this surplus-value can be greater or less as the case may be. This part of the capital is being continually transformed from a constant (unchangeable) magnitude into a variable (changeable) one. We therefore call it variable capital. 


Now it is clear that in the different branches of production the proportions in which the means of production (constant capital) stand to one and the same amount of wages (variable capital) can be different. In an engine-works the quantity, of instruments of production to be utilised and transformed by labour power will be different to what it is in a cotton spinning-mill or in a coal mine, &c. The organic composition of capital (as we will call this relation of the constant and variable parts of capital to each other) differs therefore from branch to branch. The most varied relations are here not only conceivable, but they also really exist. 


Let us assume the existence of three different capitals (in 3 different branches) having the following organic composition: 
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If we assume that the exploitation of labour power is identical in all three branches, e.g. that in each case labour power furnishes exactly twice the amount of value which it receives in the shape of wages, we obtain the following result: 
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This means - seeing that profits, as percentage of the surplus-balance, are calculated on the entire consumed capital - profits of 20%, 50%, and 80% respectively. We must also bear in mind that the exploitation of the labourers is not everywhere the same, but that it is greater in some undertakings and less in others. Further, there are ether circumstances which enter into the determination of the amount of surplus-value in the various branches and even in individual undertakings - e. g. the rapidity of the turnover of the capital, of which we shall speak later. It ensues that the amount of surplus-value really produced cannot be the same in two different undertakings, much less in two different branches. How, in spite of this, is the equality of the rate of profit which, as a matter of fact, exists brought about? 


Let us take five different branches of production, each having a different organic composition of the capitals invested therein ^and on the assumption that labour power in each case supplies 100% of its own value as surplus-value): 



	

	
Capital


	
Surplus-Value


	
Value of Product


	
Rate of Profit (%)





	
I.


	
80 c + 20 v


	
20


	
120


	
20





	
II.


	
70 c + 30 v


	
30


	
130


	
30





	
III.


	
60 c + 40 v


	
40


	
140


	
40





	
IV.


	
85 c + 15 v


	
15


	
115


	
15





	
V.


	
95 c + 5 v


	
5


	
105


	
5








We have here very different rates of profit for different branches, the exploitation of labour remaining the same in all cases. 


The total capital invested in the five branches is equal to 500; the total amount of surplus- value produced by it 110; the total value of the manufactured commodities 610. If we assume that the figure 500 represents one single capital, merely divided into the categories I to V (e. g. as in a cotton manufactory, where a different proportion of variable and constant capital is to be found in the different departments such as the carding room, the roving room, the spinning and weaving rooms, where the average proportion for tire entire factory must first be calculated) if we assume this, we shall find that the average composition of the capital of 500 =. 390 c + 110 v, or, calculated per hundred, 78 c + 22 v. If we regard each capital of 100 as representing only one-fifth of the total capital, its composition would be this average one of 78 c + 22 v; in the same way an average surplus- value of 22 would be obtained by every fraction of 100. The average rate of profit would consequently be equal to 22 per cent, and, finally, the price of each fifth part of the total product would equal 122. The product of each fifth part of the total capital advanced must therefore be sold for 122. 


In order not to come to false conclusions, another circum- stance must be taken into account. The constant capital, i. e. the means of production, is in its turn composed of two essentially different parts. The means of production, which constitute the constant capital, are of various kinds. The principal means of production consist of buildings, machinery, tools, raw and auxiliary materials - i. e. of the instruments by means of which labour is performed, and the objects to which labour is applied. It is evident, that, in the process of production, the former play an essentially different part to the latter. The coal utilised for heating the machine completely disappears; so does the oil used for greasing the axle of a wheel; and so forth. Colours and other auxiliary materials likewise disappear, but manifest themselves in the qualities of the product. The raw material constitutes the substance of the product, but changes its form. In short, the raw and the auxiliary materials are completely consumed in the course of the process of production. Nothing remains of the form they had at the beginning of this process. It is different in the case of the means of production. A tool, a machine, a factory, a receptacle etc. are only useful as long as they retain their original form, as long as they are utilisable to-morrow in the labour process under the same form as they possess to-day. And just as they retain their own original form in regard to the product during the whole labour process, they also retain it after they are worn-out. The forms of machines, tools, factories, etc. always exist independently of the products they helped to manufacture. If we consider the whole length of time during which such an instrument of labour serves, from the day of its entry into the workshop to the day when it is relegated to the lumber-room, we find that during this period its value in use has been completely consumed by labour, and that its exchange value has consequently been entirely transferred to the product. For instance, if a spinning-machine has been worn-out in ten years, its total value has, during the ten years labour process, been transferred to the products manufactured during that time. The life period of an instrument of labour thus comprises a greater or smaller number of labour processes which are being continually repeated. In this respect there is similarity between the instrument of labour and the human being. Every day that passes brings the latter 24 hours nearer death, but it is impossible to ascertain, by merely looking at a man, how much nearer that final goal he already is. This fact does not prevent life insurance companies from drawing very accurate, and more- over very profitable, conclusions from a study of the average length of human life. It is the same with instruments of labour. Experience teaches us, how long a given instrument of labour, e. g. a specific sort of machine, lasts on an average. If we assume that its use value in the labour process lasts only six days, this means that it loses on an average 1 /6 th of its use value daily, and thus transfers 1/6 th of its value to the daily product. The wear and tear of every instrument of labour is calculated in this way. 


It is thus evident that an instrument of production never transfers to the product a greater sum of value than it loses itself through destruction of its own value in use. If it had no value to lose, i. e. if it were itself not a product of human labour, it would not transfer any value to the product. It would serve as a creator of value in use, but would not create any value in exchange. This is consequently the case with all those means of production which exist independently of human labour, such as the soil, the wind, water, coal in the mine, wood in the virgin forest, etc. 


The instrument of labour must always cooperate with its full corporeal power in the process of production, even if the exchange value be less. Let us assume, for instance, that a machine is worth 1000 shillings and wears itself out in 1000 days. In this case 1/000th part of the value of the machine is transfered daily from the latter to its daily product. The total machine operates nevertheless in the labour process, although with diminishing vitality. 


What is peculiar about this part of the constant capital, i. e. the instrument of labour, is thus that simultaneously with its entering into activity and with its wear and tear, a part of its value is transferred to the product, whereas another part remains fixed in the instrument of labour, consequently in the process of production. The value thus fixed constantly diminishes, until the instrument of labour is worn out and has thus distributed its value among a quantity of products, which are the result of a number of continuously repeated labour processes. But as long as it still serves as instrument of labour, i. e. as long as it need not be replaced by another instrument of the same sort, constant capital remains fixed in it, whereas another part of the value originally fixed in it is transferred to the product and consequently circulates as a component part of the value of the commodity. 


This part of the capital which is fixed in the instruments of labour circulates just the same as any other. The entire capital value is in continual circulation, and in this sense all capital is thus circulating capital. But the circulation of that part of the capital we have just been considering, is a peculiar one. It does not circulate in its use form, but its value alone circulates - - gradually, piecemeal, in the measure in which it is transferred to the product in circulation as commodity. During the whole period of its activity, part of its value remains invariably fixed in itself, and is independent in regard to the commodities which it helps to produce. Owing to this peculiarity, this part of the constant capital assumes the form of fixed capital. All other components of the capital advanced constitute, in contradistinction herewith, circulating capital. 


It is clear that the difference in the manner in which the various component parts of the capital transfer their respective value to the product must also influence the amount of surplus-value produced by each individual capital. The said peculiarity likewise tends to obscure the genesis of surplus-value. [1]


When the capitalist contemplates the finished commodity, the difference between constant capital (means of production) and variable capital (wages) does not strike him. He knows, it is true, that a part of his costs of production (of the cost price of the commodity) has been spent on instruments of production, and another part on wages; he also knows that, if the production is to be continued, he must again apply in the same way the money derived from the sale of the commodity to purchasing instruments of production and labour power. But this tells him nothing concerning the origin of value and surplus- value. On the contrary, he only sees that the value of the means of production recurs again in the cost-price of the commodity just as it was before the beginning of the process of production, and that the same holds good of wages. The characteristic difference between constant and variable capital is thus obscured by appearances; and the surplus-value available at the end of the process of production seems to derive equally from all component parts of the capital. 


The difference between fixed and circulating capital is on the contrary very obvious. Let us assume that the value of instruments of labour was originally 1200 shillings, exclusive of raw materials worth 380 shillings, and of wages worth ICO shillings. Let us further assume that during the process of production 20 shillings worth of instruments of labour are worn-out; in this case the cost-price of the product will amount to 20 shillings for wear and tear + 380 shillings for raw and auxiliary materials + 100 shillings for wages total 500 shillings. The capitalist holds this value of 500 shillings in the shape of the finished product in his hand, independently of the surplus-value. But machines, factories etc. exist into the bargain, and their total value is 1180 shillings. [2] Their value can certainly not be neglected, and to the mind of the capitalist the matter appears consequently as follows: 20 shillings of the value of the commodity have originated through wear and tear of instruments of labour (fixed capital), 480 shillings through wear and tear of raw materials and the payment of wages (circulating capital). Or in other words: everything that I (the capitalist) invest in the production in the shape of raw materials and wages returns to me again through a single process of production; the sum invested in the instruments of labour remains longer within the process and only returns little by little; it must therefore be accumulated again little by little, in order that, once the machines etc. are completely worn-out, the equivalent for replacing them be available. The difference between fixed and circulating capital is thus, so to speak, hammered into the head of the capitalist. But in this sense wages are also regarded, without further ado, as circulating capital. Just like the expenses for raw materials, must wages be recouped from out of the single' process of production, and be available for the purchase of fresh labour power. In this way wages (i. e. variable capital) are confounded, owing to appearances, with raw materials (i. e. a part of the constant capital) and both are set up in common contradistinction to the instruments of labour (i. e. the other part of the constant capital). For the superficial observer, the buildings, machines, etc., stand on the one side as fixed capital; whereas on the other side there are the raw and auxiliary materials and the wages as circulating capital. In this way, the essential differences between wages, on the one hand, and the other parts of the circulating capital, on the other, are entirely obscured. 


[1]  From here on vol. III, part. 1, ch. 1, German ed.


[2]  These figures are, all of them, quite arbitrarily selected. 


Back to Chapter 5  To Chapter 7








The People's Marx, Abridged Popular Edition of the the Three Volumes of Capital, Borchardt 1921


Chapter 7






How Uniform Profit is obtained 


(Extracted from vol. III, part. 1, ch. 9, German ed.) 


Let us now return to the question as to the influence exerted by the difference between fixed and circulating capital on the rate of profit. In our schedule (p. 29) we assumed that the whole of the constant capital reappears immediately in the value of the product (i. e. that it is entirely circulating capital). This may occasionally be the case, but it. is not the rule. We must therefore take into consideration the fact that, in general, only "a part of the constant capital is consumed, whereas the rest remains. According as to whether this remaining part is large or small, the surplus-value actually produced by several capitals of equal size will other conditions being identical - naturally vary. Let us take the following figures always on the assumption that the surplus-value amounts to 100%, i. e. that labour power, over and above its own value, produces exactly as much surplus-value: 
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If we regard the capitals I -V once more as a single  total capital, we shall find that in this case also the composition of the five capitals is 500 = 390 c + 110 v; that the average composition 78c + 22v, thus remains the same; consequently that the average surplus-value 22 % likewise remains unchanged. If this surplus-value were uniformly distributed among capitals I - V, the following would be the prices of the commodities: 
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Taken all together the commodities will be sold: 
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                    26 below their value
                

            
        

    




Thus the differences of price are mutually compensated by means of a uniform distribution of the surplus-value, or by the addition of the average profit of 22 % on the capital advanced to the various cost-prices of the commodities I - V. In the same proportion in which part of the commodities is sold above its value, another part is sold below the latter. And their sale at such prices alone renders it possible that the rate of profit for all the categories I - V is a uniform one (22 %), regardless of the heterogeneous organic com- position of capitals I - V. The prices which are obtained in this way are the prices of production. [1] Consequently the price of production of the commodity = its cost-price + the average profit. 


When selling their commodities, the capitalists in the different branches thus withdraw exactly those capital values which have been consumed in the process of production. Not so in the case of the surplus-value or profit. Of this, the individual capitalist does not obtain the amount realised in the course of the production of his commodities, but as much of the total surplus-value of the entire class of capitalists as is apportioned to his own capital according to the prevailing average rate of profit. Every capital advanced, whatever be its composition, obtains per centum each year the profit reaped per centum that year by the totality of capital. The various capitalists resemble, in so far as profit is concerned, mere shareholders of a joint-stock company in which the profit-sharing is uniformly distributed per centum; such profit-sharing varies, in the case of the individual capitalists, merely according to the size of the capital invested by each one in the whole undertaking - i. e. according to the number of his shares. In this way, if we consider all the branches of production in their totality, the total price of production of all commodities is, in Society itself, equal to their total value. 


This assertion would appear to be contradicted by the fact that the commodities which serve one capitalist as means of production - i. e. machines, raw materials, etc. - have, as a rule, been purchased from another capitalist and include therefore the latter's profit in their price, or, in other words, that the profit of one branch of industry is included in the cost-price of another branch. But if we add, on the one side, all the cost-prices of the whole country together; and, on the other side, all the profits, we shall find the calculation to be exact. For instance, linen is required for the manufacture of linen coats, and linen, in turn, requires flax. A number of capitalists apply themselves therefore to the production of flax, and invest therein a capital of, let us say, 100 (e.g. £ 100 000). If the rate of profit be 10 %, the linen manufacturers must purchase this flax for 110, and then sell it to the tailors for 121. The total capital utilised in these three branches thus amounts to the following sum: 
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This sum must yield a profit of 33,1, which is realised by selling the coats in the final instance for 133,1. [2] But of this profit the coat manufacturers obtain only the sum of 12,1. When purchasing the linen they must pay over the surplus amount of 21 to its producers; these, in their turn, retain only 11, and hand on the remaining 10 to the producers of flax. Thus each of the capitals interested receives that share of profit due to it in proportion to its size. 


As soon as a general rate of profit has been established, with the result that the average profit in all branches adapts itself to the size of the invested capital, it is only by accident that the surplus-value really produced in any given branch corresponds to the profit contained in the selling-price of the commodity. As a general rule, profit and surplus-value are really two different magnitudes. The question as to how much surplus-value is produced in a given branch is of direct interest only in so far as the total average profit of all capitals is concerned. This question affects but indirectly individual branches of production and individual capitalists; an increased surplus-value in a particular branch causes an increase of the total available surplus-value, and, in consequence, an increased average profit. But this process goes on, so to speak, behind the back of the individual capitalist; he neither sees nor understands it, nor, indeed, does it interest him. The difference between profit and surplus-value in the various branches of production completely conceals the origin and the real nature of profit not only from the capitalist, who has an interest in deceiving himself, but also from the labourer. The mere fact that, as far as practical experience is concerned, profit and cost-price are opposed to each other, tends to confuse the capitalist as to the real meaning of value; for he has not in view the total amount of labour necessary for the production of the commodity, but only that part of it which he has paid in the shape of dead or live means of production; and thus does profit appear to him as something distinct from the inner value of the commodity. The capitalist is confirmed and hardened in this mistaken idea, seeing that, as a matter of fact, the profit which is added to the cost-price in the case of the individual branches of production, which the capitalist naturally enough alone has in view is not determined by the formation of the value going on within itself, but is quite extraneously established against it. As far as practical experience is concerned, each part of the capital yields a uniform profit. Whatever may be the composition of capital whether 1/4 dead and 3/4 live, or 3/4 dead and 1/4 live labour be set in motion by it, whether it absorbs in the one case three times as much surplus-labour and produces three times as much surplus-value as in the other it yields in either case the same profit, equal exploitation of labour being assumed, and abstraction being made of individual differences disappear anyhow, seeing that each time we have only the average composition of the whole branch before us. The individual capitalist, whose horizon is limited, rightly believes that his profit does not derive exclusively from the labour employed by him personally or in his branch of industry. This is quite right in so far as his average profit is concerned. But he is wholly ignorant as to how far this profit is adjusted by the total exploitation of labour by the total capital, i. e. by all his capitalist comrades; and he is all the more ignorant of this, seeing that the bourgeois theorists themselves, the professors of political economy, have up to now not revealed it. Economy of labour - not only of the labour necessary to produce a given commodity, but also of the number of labourers employed - and increased utilisation of dead labour (i. e. constant capital), appear as economically justifiable operations. How could therefore live labour be the only source of profit, seeing that the reduction of the quantity of labour necessary for production appears under certain circumstances as the primary source of the increase of profit at any rate for the individual capitalist? 


[1]  We call thus the prices obtained by the addition of the average profit to the cost-price paid by the capitalist. 


[2]  In reality the price of the coats must of course be much higher. We are only considering that part of the capital required for the purchase of the linen. 
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Chapter 8






Methods by which Surplus-Value is increased. 


(Extracted from vol. I. cli. 10. 11. 12.) 


Surplus-value is produced by the employment of labour power. Capital buys the labour power and pays the wages for it. By means of his work the labourer creates new value which does not belong to him, but to the capitalist. He must work a certain time merely in order to reproduce the equivalent value of his wages. But when this equivalent value has been returned, he does not cease work, but continues to do so for some further hours. The new value which he produces during this extra time, and which exceeds in con- sequence the amount of his wage, constitutes surplus-value. 


Capital thus extorts surplus-value in the first place simply by prolonging the duration of the working day beyond the?necessary working-time (necessary in so far as the reproduction of the wages paid for labour power is concerned). Capital at first subordinates labour on the basis of those technical conditions in which it historically finds it. Consequently it does not alter immediately the mode of production. The creation of surplus-value by means of the simple prolongation of the duration of the working day was not less active in an old-fashioned bakery, than it is in a modern cotton- spinning-mill. 


But the working day has a maximum limit. It cannot be prolonged beyond a certain point. This maximum limit is conditioned by two things. First, by the physical bounds of labour power. Within 24 hours a human being can only expend a definite quantity of his vital force. A horse in like manner, can only work, on an average, 8 hours daily. During part of the day the vital force must rest, sleep; during another part the human being must feed, wash, clothe himself, etc. Besides these purely physical limitations, the prolongation of the working day encounters moral ones. The labourer needs time for satisfying his intellectual and social wants, the extend and number of which are conditioned by the general state of social advancement. But both the physical and social limiting conditions are of a very elastic nature, and allow the greatest latitude. So we find working days of 8, 10, 12, 14, 16, 18 hours, i. e. of the most different lengths. 


The constant efforts made by capital to prolong the working-day roused the opposition of the labouring class, and led in England - in the country in which capitalist production was first established - to bitter social and political struggles, which lasted for centuries. 


But there are also other methods of increasing surplus-value - in the first place, the more intense utilisation of labour power, in view of obtaining more from the latter within a specified time. In the second place, by lowering the wages of the labourer below the value of his labour power. Despite the important part which this method plays in actual practice, we are excluded from considering it in this place by our assumption that all commodities, including labour power, are bought and sold at their full value. 


There remains, finally, the increase of the so-called relative surplus-value. In this case, the following is the position of affairs: 


If the working-day, let us say, lasts 10 hours, of which 6 are spent in replacing the value of labour power, a definite quantity of surplus-value is produced during the remaining 4 hours. If it be possible to increase the duration of the working-day to 11 hours, or to increase the output of labour during the 10 hours, or to combine both proceedings, the amount of surplus-value will be increased in proportion. An absolute increase of surplus-value is thereby obtained. 


If, on the other hand, it be impossible to prolong the working-day beyond 10 hours, and likewise impossible to intensify the production, it may nevertheless perhaps be feasible to shorten the necessary working-time. We assumed the latter to last 6 hours, because this time was needed to produce those necessaries of life requisite for the upkeep of labour power. If such necessaries can be produced within a shorter time and with less expenditure of labour, 5 hours may perhaps suffice instead of 6, and in the 10 hours working-day 5 hours would then be available for the pro- duction of surplus-value instead of 4. The surplus-value would in this case have been increased relatively to the working-day. 


In order to obtain such a?relative increase in surplus-value, those commodities destined for the consumption of the labourers must be produced in a shorter lime. In oilier words: the productive force of labour must be increased, so that a lesser amount of labour may produce the same quantity of commodities. For this purpose it by no means suffices for capital to take over the labour process in the form under which it has been historically handed down, and then simply to prolong the duration of that process. The technical and social conditions of the process and consequently the very mode of production, must be revolutionised, before the productiveness of labour can be increased. By that means alone the value of labour power can be made to sink, and the portion of the working-day necessary for the reproduction of that value be shortened. 


In order to effect a fall in the value of labour power, the increase in the productiveness of labour must seize upon those branches of industry whose products determine the value of labour power, and consequently either belong to the class of customary means of subsistence, or are capable of supplying the place of those means. Such industries include, not only those which produce themselves the means of subsistence, but also those which supply the former with the means of production. For instance, the value of a pair of boots depends, not only on the cobbler's labour, but also on the value of the leather, wax, thread, etc. But an increase in the productiveness of labour in those branches of industry which supply neither the necessaries of life nor the means of production for such necessaries, leaves the value of labour power undisturbed. 


Whenever an individual capitalist cheapens, for instance, shirts, by increasing the productiveness of labour, he by no means necessarily aims at reducing the value of labour power. But it is only in so far as he ultimately contributes to this result that he assists in raising the general rate of surplus-value. Hence there is immanent in capital an inclination and constant tendency to heighten the productiveness of labour, in order to cheapen commodities, and by such cheapening to cheapen the labourer himself. 


Since one and the same process cheapens commodities and augments the surplus-value contained in them, we have here the solution of the riddle: why does the capitalist, whose sole concern is the production of exchange-value, continually, strive to depress the exchange value of commodities? The object of all development of the productiveness of labour, within the limits of capitalist production, is to shorten that part of the working-day during which the labourer must work for his own benefit, and by that very shortening to lengthen the other part of the day, during which he works gratis for the capitalist. 
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Chapter 9






How Capital revolutionises the Mode of Production. 


(A) Cooperation. 


(Extracted from vol. I, ch. 13.) 


Capitalist production begins when each individual capital employs simultaneously a comparatively large number of labourers. A greater number of labourers working together at the same time in one place (or, if you will, in the same field of labour), in order to produce the same sort of commodity, constitutes both historically and logically the starting point of capitalist production. With regard to the mode of production itself, manufacture (for instance) is originally hardly to be distinguished from the handicraft trades, of the guilds, otherwise than by the greater number of labourers simultaneously employed by one and the same individual capital. The workshop of the master handicraftsman is simply enlarged. 


At first, therefore, the difference is purely quantitative. Nevertheless, within certain limits, a material modification takes place. In every industry each individual labourer, be he Peter or Paul, differs more or less from the a labourer. These individual differences compensate one another and vanish, whenever a certain number of labourers are employed together. Edmund Burke asserted (in the 18th century) on the strength of his practical experiences as farmer, that even if only five farm labourers work together, all individual differences vanish, and that consequently any given five adult farm labourers taken together will in the same time do as much work as any other five. But however that may be, it is clear that the collective working-day of a large number of labourers simultaneously employed gives one day of average social labour. If, for instance, the capitalist employs 12 labourers during 12 hours each, this means for the capitalist a working-day of 144 hours. And although the labour of each of the dozen men may deviate more or less from average social labour, and each of them require a different time for the same operation the capitalist reckons the working-day of each individual as 1 /12 th. of the total working-day of 144 hours. But if the 12 men are employed in six pairs by as many different small masters, it will be a matter of chance whether each of these masters produces the same value, and consequently realises the general rate of surplus-value. Deviations would occur in individual cases. If one labourer required considerably more time for the production of a commodity than is socially necessary, his labour would not count as average labour. Of the six small masters, one would therefore squeeze out more than the average rate of surplus-value, another less. The inequalities would be compensated for society at large, but not for the individual masters. 


Even if the system of working remains the same, the simultaneous employment of a large number of labourers brings about a total change in the material conditions of the labour process. Buildings in which many are at work, storehouses for raw materials, receptacles, implements, utensils, etc. which serve, simultaneously or otherwise, the purpose of many labourers, are now consumed in common. The increased utilisation of the value in use of these means, of production does not raise their exchange-value; they do not cost more. And this advantage increases in proportion to the amount of the capital. A room where 20 weavers work at 20 looms must be larger than the room of a single independent weaver with two apprentices. But it costs less to construct a single workshop for 20 persons than to build 10 to accommodate two persons each; thus the value of the means of production which are concentrated for use in common on a large scale does not increase in direct proportion to the expansion and the increased useful effects of those means. When consumed in common, they give up a smaller part of their value to each product. In this way, the total value of the commodity decreases. The economy in the application of the means of production is entirely owing to their being consumed in common by a large number of labourers even if the latter merely work side by side, and do not assist one another. 


When numerous labourers work systematically together or side by side in one and the same process of production, or in different but connected processes, they are said to work in cooperation.
 

Just as the offensive power of a squadron of cavalry, or the defensive power of an infantry regiment, is essentially different from the sum of the offensive or defensive powers of each individual cavalry or infantry soldier, so the sum total of the mechanical forces exerted by isolated workmen differs from the social force that is developed when many hands take part simultaneously in the same operation, such as raising a heavy weight, turning a winch or removing an obstacle. In such cases the effect of the combined labour could either not be produced at all by isolated individual labour, or it could only be produced with a great expenditure of time, or on a very dwarfed scale. Not only have we here an increase in the productive power of the individual by means of cooperation, but the creation of a new power - namely the collective power of masses. (As one man cannot, and ten men must strain to lift a tun of weight, yet one hundred men 'can do it only by the strength of a finger of each of them. John Bellers, London, 1696). 


Apart from the new power that arises from the fusion of many forces into one collective force, the mere social contact begets, in the case of most productive labourers, an emulation and a stimulation of the animal spirits that heighten the efficiency of each individual labourer. Hence a dozen persons working together will, in their collective working day of 144 hours, produce far more than 12 isolated men working 12 hours each, or than one man who works twelve days in succession. The reason is that man, if not, as Aristotle contends, a political animal, is at all events a social one. 


Although a number of men may be occupied together at the same time on the same, or the same kind of, labour yet the labour of each, as a part of the collective labour, may correspond to a distinct phase of the labour process, through all whose phases the object of their labour passes, in consequence of cooperation, with greater speed. For instance, if 12 masons line up so as to pass stones from the foot of a ladder to its summit, each of them does the same thing; nevertheless, their separate acts form connected parts of one total operation whereby the stones are carried up quicker by the 24 hands of the line of labourers than they could be if each man went separately up and down the ladder with his burden. The object is carried over the same distance in a shorter time. Again, a combination of labour occurs whenever a building, for instance, is taken in hand on different sides simultaneously; although here also the cooperating masons are doing the same, or the same kind of, work. The 12 masons in their collective working-day of 144 hours make much more progress than one mason could make working for 12 days or 144 hours. The reason is, that a body of men working in concert has hands and eyes both before and behind, and is, to a certain degree, omnipresent. The various parts of the work progress simultaneously. 


If the work be complicated, then the mere number of the men who cooperate allows of the various operations being apportioned to different hands, and consequently of being carried on simultaneously. The time necessary for the completion of the whole work is thereby shortened. (All together obtain a result which could not be obtained by a single individual. The one rows, while the other steers and a third casts the net or harpoons the fish; in this way the fishermen obtain a success which would have been impossible without cooperation. -  Destutt de Tracy, Traité de la Volonté et de ses Effets. Paris, 1826. p. 78). 


In many branches of production there are critical periods, determined by the nature of the labour process, during which certain definite results must be obtained. For instance if a flock of sheep has to be shorn, or a field of wheat to be mown and harvested, the quantity and quality of the product are dependent on the labour being begun and ended within a certain time. In these cases, the time that ought to be taken by the labour process is prescribed, just as it is in herring fishing. The completion of the task within the proper time depends on the simultaneous application of numerous combined working-days; the amount of useful effect depends on the number of labourers; this number, however, is invariably smaller than the number of isolated labourers required to do the same amount of work in the same period. It is owing to the absence of such cooperation that in the western part of the United States, quantities of corn, and in those parts of East India, where English rule has destroyed the ancient communities, quantities of cotton, are yearly wasted. 


On the one hand, cooperation admits of the work 1 carried on over an extended space; it is consequently imperatively called for in certain undertakings, such as draining, constructing dykes, irrigation works, and the construction of canals, roads, railways etc. On the other hand, while extending the scale of production, it renders possible a relative contraction of the arena. This contraction of the arena of labour, simultaneous with extension of scale, where-by a number of expenses are saved, is owing to the conglomeration of the labourers, and to the concentration of the means of production. 


The combined working-day, compared with an equal sum of isolated working-days, produces a greater quantity of values in use, and thereby diminishes the working-time necessary for the production of a given useful effect. As our analysis has shown, this increase of productive power is in all cases due to cooperation itself. But wage labourers cannot cooperate unless they are employed simultaneously by the same capital, the same capitalist, and unless therefore their labour powers are simultaneously bought by him. The total values of these labour powers, or the sum of the wages of these labourers for a day, or a week, as the case may be, must be available in the pocket of the capitalist, before the various labour powers are themselves assembled for the process of production. The payment of 300 labourers at once, though only for one day, requires a greater outlay of capital than does the payment of a smaller number week by week, during the whole year. Hence the number of the labourers who cooperate (or the so-called scale of cooperation) depends in the first place on the amount of capital that the individual capitalist can advance for the purchase of labour power. 


As with the variable, so it is with the constant capital. For instance the outlay for raw materials is 30 times larger for the capitalist who employs 300 labourers, than it is for each of the 30 capitalists who employ respectively 10 men. The value and quantity of the instruments of labour used in common do not, it is true, increase at the same rate as the number of labourers employed, but they do increase considerably. The concentration of large quantities of the means of production in the hands of individual capitalists is thus a material condition for the cooperation of wage-labourers; and the extent of the cooperation (or the?scale of production) depends on the extent of this concentration. 


We saw that, at first, the subjection of labour to capital was only a formal consequence of the fact that the labourer, instead of working for himself, works for, and therefore under, the capitalist. By the cooperation of numerous wage-labourers the sway of capital developes into a requisite for carrying on the labour process itself, into a real requisite of production. That a capitalist should command on the field of production, is now as indispensable as that a general should command on the field of battle. 


All combined labour on a large scale requires, more or less, a directing authority, which secures the harmonious working of the individual activities, and performs the general functions that have their origin in the action of the combined organism, as distinguished from the action of its separate organs. A single violinist is his own conductor, whereas an orchestra requires a separate one. This work of directing, superintending and adjusting, becomes a function of capital, from the moment that the labour under the latter's control becomes cooperative. Once a function of capital, it acquires special characteristics. 


The directing motive, the end and aim of capitalist pro-duction is, in the first place, to extract. the greatest possible amount of surplus-value; and consequently, to exploit labour power to the greatest possible extent, in the interest of the capitalist. As the number of simultaneously employed (cooperating) labourers increases, so does also their resistance, and with it, the necessity for capital to overcome this resistance by counter-pressure. Again, in proportion to the increasing mass of the means of production, now no longer the property of the wage-labourer, the necessity in-creases for control over the proper application of those means. The cooperation of the wage-labourers is, further, entirely brought about by the capital that simultaneously employs them. The connexion between their individual functions and their union into one single productive body are matters external to them, and are but the act of the capital that brings and keeps them together. Hence the connexion existing between their various labours appears to them, ideally, in the shape of a plan of the capitalist, and, practically, in the shape of the authority of the same capitalist, in the shape of the will of another, who subjects their activities to his aims. Hence the authority of the capitalist is despotic. As cooperation extends its scale, this despotism assumes forms peculiar to itself. The capitalist hands over the work of direct and constant supervision of the individual worker and groups of workers, to a special kind of wage labourer. An industrial army of workers, under the command of a single capitalist, requires, like a military organisation, officers (directors, managers), and non-commissioned officers, (foremen, overlookers), who command in the name of the capitalist while the work is being done. 


We see therefore that the subjection and supervision of labour by capital have two distinct origins; in the first place, they derive from the fact that all labour performed in common requires a directing authority; in the second place, that such labour in the capitalist period is destined to produce surplus-value for capital. It is necessary to differentiate clearly between these two origins, which must on no account be confounded with each other if we wish to rightly understand the nature of the process. 


We have seen that new productive forces develope from the mere fact that many labourers work in common, and that this cooperation further increases the already existing forces. These advantages have their origin in cooperation. This cooperation begins only with the labour process, and as soon as the labourers have begun to cooperate they have ceased to belong to themselves and become incorporated with capital. The productive power developed by the labourer when working in cooperation, is therefore the productive power of capital. This power is developed gratuitously, whenever the labourers are placed under such given conditions, and it is capital that places them under such conditions. Because the social productive power of labour (i. e. the productive power developed by cooperation with other labourers) costs capital nothing, and because that productive power is not developed by the labourer before his labour belongs to capital, it appears as a power with which capital is endowed by nature a productive power that is immanent in capital. 


The colossal effects of simple cooperation are to be in the gigantic constructions of the ancient Asiatics, Egyptians, Etruscans. etc.?It has happened in times past that these Oriental States, after applying the expenses of their civil and military establishments, have found themselves in possession of a surplus which they could apply to works of magnificence or utility. In the construction of these, their command over the hands and arms of almost the entire non-agriculture population, and the exclusive sway of the monarch and the priesthood over the aforementioned surplus, afforded the means of erecting the mighty monuments which filled the land .... In moving the colossal statues and vast masses, of which the transport creates wonder, human labour, almost alone, was prodigally used. . . . The number of the labourers and the concentration of their efforts sufficed. . . . The non-agricultural labourers of an Asiatic monarchy have little but their individual bodily exertions to bring to the task, but their number is their strength, and the power of directing these masses gave rise to those gigantic structures. It is that confinement of the revenues which feed them, to one or a few hands, which makes such undertakings possible. (R. Jones, Text-book of Lectures, 1852, p. 77). This power of Asiatic and Egyptian kings, Etruscan theocrats, etc., has in modern society been transferred to the capitalist. 


Cooperation, such as we find it at the dawn of human development, among tribes who live by the chase, or, say, in the agriculture of Indian communities, is based, on the one hand, on ownership in common of the means of production, and, on the other hand, on the fact that in those cases each individual has no more torn himself off from the navel-string of his tribe or community, than each bee has freed itself from connexion with the hive. Such cooperation is distinguished from capitalist cooperation by both the above characteristics. The sporadic application of cooperation on a large scale in ancient times, in the middle ages, and in modern colonies reposes on relations of dominion and servitude, principally on slavery. The capitalistic form, on the contrary, presupposes from first to last the free wage-labourer, who sells his labour power to capital. Historically, however, this form is developed in opposition to peasant agriculture and to the carrying on of independent handicrafts. From the standpoint of these, capitalistic cooperation does not manifest itself as a particular historical form of cooperation; but cooperation itself appears to be a historical form peculiar to, and specifically distinguishing, the capitalist process of production. 


The simultaneous employment of a large number of wage-labourers in one and the same process, forms the starting point of capitalist production. It is the first change effected in the real process of labour by its subjection to capital. 


(B) Division of Labour and Manufacture. 


(Extracted from vol. I, ch. 14.) 


That cooperation which is based on division of labour, assumes its typical form in manufacture, and is the prevalent characteristic form of the capitalist process of production from about the middle of 16th to the last third of the 18th century. Manufacture takes its rise in two ways: 


(1) By the assemblage in one workshop, under the control of a single capitalist, of labourers belonging to various independent handicrafts, and through whose hands a given article must pass before completion. For instance, a coach was formerly the product of the labour of a great number of independent artificers, such as wheelwrights, harness-makers, tailors, locksmiths, upholsterers, turners, fringe-makers, glaziers, painters, polishers, gilders, etc. In the manufacture of coaches all these different artificers are assembled in one building, where they simultaneously work into one another's hands. True, a coach cannot be gilt before being made. But if a number of coaches are being made simultaneously, some may be in the hands of the gilders while others are going through an earlier process. So far, we are still in the domain of simple cooperation, which finds its materials ready to hand in the shape of men and things. But very soon an important change occurs. The tailor, the locksmith, the upholsterer etc., being now exclusively occupied in making coaches, each gradually loses through want of practice the capacity to carry-on his old handicraft to its full extent. On the other hand, his activity, now confined to one groove, assumes the form best adapted to the narrowed sphere of action. Originally, coach manufacture appeared as a combination of independent handicrafts. It becomes gradually the splitting-up of coach making into its various detail processes, each of which crystallises into the exclusive function of a particular labourer - the manufacture, as a whole, being carried-on by the men in conjunction. In the same way, cloth manufacture and a whole series of other manufactures arose by the combination of different handicrafts under the control of one and the same capitalist. 


(2) Manufacture also arises in a way exactly the reverse of this -- namely, by one capitalist employing simultaneously in one workshop a number of ' artificers, who all do the same or the same kind of work, e. g. making paper, types, or needles. This is cooperation in its most elementary form. Each of these artificers (with the help, perhaps, of one or two apprentices) makes the entire commodity, and he consequently performs successively all the operations necessary for its production. He still works in his old handicraft-like way. But very soon external circumstances cause a different use to be made of the concentration of the labourers on one spot, and of the simultaneousness of their work. For instance, an increased quantity of the finished article has to be supplied within a given time. The work is therefore redistributed. Instead of each man performing successively all the different operations, each of these operations is henceforth assigned to a different artificer, and thus all of them together are carried out simultaneously. This accidental repartition is repeated, developes advantages of its own, and gradually ossifies into a permanent systematic division of labour. The commodity, from being the individual product of an independent artificer, who does many different things, is transformed into the social product of a union of artificers, each of whom performs continuously but a single one of the constituent partial operations. 


If we now go into more detail, it is, in the first place, clear that a labourer who all his life performs one and the same simple operation, converts his whole body into the automatic specialised implement of that operation, consequently, he takes less time in doing it than the artificer who performs successively a whole series of operations. But the collective labourer, who constitutes the living mechanism of manufacture, is made up solely of such specialised detail labourers. Hence, in comparison with the independent handicraft, more is produced in less time in other words, the productive power of labour is increased. Moreover, when once this fractional work 'is established as the exclusive function of one person, the methods it employs become perfected. The continued repetition of the same simple act, and , the concentration of his attention on it, teach the labourer by experience how to attain the desired effect with the minimum of effort. But since there are always several generations of labourers living at one and the same time, working together at the manufacture of a given article, the technical skill thus acquired becomes established, is accumulated, and is handed down. Manufacture, in fact, developes the skill of the detail labourer, by reproducing and systematically driving to an extreme within the workshop the naturally developed differentiation of trades, which it found ready to hand in society at large.?The muslins of Dakka in fineness, the calicoes and other piece goods of Coromandel in brilliant and durable colours, have never been surpassed. Yet they are produced without capital, machinery, division of labour, or any of those means which give such facilities to 'the manufacturing interest of Europe. The weaver is a detached individual, working a web when ordered of a customer, and with a loom of the rudest construction, consisting sometimes of a few branches or bars of wood, put roughly together. There is even no expedient for rolling up the warp; the loom must therefore be kept stretched to its full length and becomes so inconveniently large, that it cannot be contained within the hut of the manufacturer, who is therefore compelled to ply his trade in the open air, where it is interrupted by every vicissitude of the weather.[1]It is only the special skill accumulated from generation to generation, and transmitted from father to son, that gives to the Hindu, as it does to the spider, this proficiency. And yet the work of such a Hindu weaver is very complicated, compared with that of a manufacturing labourer. 


An artificer, who performs one after another the various fractional operations in the production of a finished article, must at one time change his place, at another his tools. The transition from one operation to another interrupts the flow of his labour, and creates, so to say, gaps in his working-days. These gaps close up as soon as he is tied to one and the same operation all day long; they vanish in pro-portion as the changes in his work diminish. The resulting increased productive power is owing either to increased intensity, of labour, because more labour power is expended in a given time; or to a decrease in the amount of labour power unproductively consumed. Every transition from rest to motion requires a certain expenditure of power, and this expenditure ceases once the acquired normal velocity has lasted a certain time. On the other hand, constant labour of one uniform kind destroys the intensity and flow of a man's animal spirit, which find recreation and delight in mere change of activity. 


The productiveness of labour depends not only on the proficiency of the labourer, but on the perfection of his tools. Tools of the same kind, e. g. knives, drills, gimlets, hammers etc., may be employed in different processes; and the same instrument may serve various purposes in a single process. But as soon as the different operations of a labour process are disconnected the one from the other and each fractional operation acquires in the hands of the detail labourer, a suitable and consequently peculiar form, alterations become necessary in the implements that previously served more than one purpose. The direction taken by this change is determined by the difficulties experienced in consequence of the unchanged form of the implement. Manufacture is characterised by the differentiation of the instruments of labour. In Birmingham alone 500 varieties of hammers are produced, and not only is each adapted to one particular process, but several varieties often serve exclusively for the different operations in one and the same process. Manufacture simplifies, improves, and multiplies the implements of labour, by adapting them to the exclusively special functions of each detail labourer.[2] It thus creates at the same time one of the material conditions for the existence of machinery, which consists of a combination of simple instruments. 


The detail labourer and his implements are the simplest elements of manufacture. Let us now turn to its aspect as a whole. 


The organisation of manufacture has two essentially different fundamental forms, which, especially in the subsequent transformation of manufacture into modern industry carried on by machinery, play very distinct parts. This double character arises from the nature of the article produced. Such an article, either results from the mere mechanical fitting together of partial products made independently, or owes its completed shape to a series of connected processes and manipulations. 


A locomotive, for instance, consists of more than 5000 independent parts. It cannot, however, serve as an example of the first kind of genuine manufacture, because it is a product of modern industry. But a watch can. Formerly the individual work of a Nuremberg artificer, the watch has been transformed into the social product of an immense number of detail labourers, such as mainspring makers, dial makers, spiral spring makers, jewelled hole makers, ruby lever makers, hand makers, case makers, screw makers, gilders with numerous subdivisions, such as wheel makers (brass and steel separate), pin makers, movement makers, acheveur de pignon (fixes the wheels on the axles, polishes the facets etc.), pivot makers, planteur de finissage (puts the wheels and springs in the works), finisseur de barillet (cuts teeth in the wheels, makes the holes of the right size etc.), escapement makers, cylinder makers for cylinder escapements, escapement wheel makers, balance wheel makers, raquette makers (apparatus for regulating the watch), planteur d'echappement (escapement maker proper); then the repasseur de barillet (finishes the box for the spring), steel polishers, wheel polishers, screw polishers, figure painters, dial enamelters (melts the enamel on the copper), fabricant de pendants (makes the ring by which the case is hung), finisseur de charniere (puts the brass hinge in the cover, etc.), faiseur de secret (puts in the springs that open the case), graveur, ciseleur, polisseur de boite, etc., etc., and last of all the repasseur, who fits together the whole watch and hands it over in a going state. Only a few parts of the watch pass through several hands; and all these scattered parts come finally together in the hand that binds them into one mechanical whole. The external relation between the finished product and its various and diverse elements makes it, in this case as in the case of all similar finished articles, a matter of chance whether the detail labourers are brought together in one workshop or not. The detail operations may further be carried on like so many independent handicrafts, as they are in the cantons of Vaud and Neufchatel; while in Geneva there exist large watch manufactories where the detail labourers work together under the control of a single capitalist. And even in the latter case the dial, the springs, and the case are seldom made in the factory itself. To carry on the trade as a manufacture with concentration of workmen is in the watch trade profitable only under exceptional conditions, be-cause competition is greater between the labourers who desire to work at home, and because the splitting-up of the work into a number of heterogeneous processes permits but little use of the instruments of labour in common, and the capitalist, by scattering the work, saves the outlay on workshops, etc. [3] Nevertheless the position of this detail labourer, who, though he works at home, does so for a capitalist, is very different from that of the independent artificer who works for his own customers. [4] 


The second kind of manufacture, its perfected form, produces articles that go through connected phases of development, through a series of processes, step by step, like the wire in the manufacture of needles, which passes through the hands of 72, sometimes even 92 detail workmen. 


If we confine our attention to some particular lot of raw materials, of rags, for instance, in paper manufacture, or of wire in needle manufacture, we perceive that it passes in succession through a series of stages in the hands of the various detail workmen until completion. On the other hand, if we look at the workshop as a whole, we see the raw material in all the stages of its production at the same time. The collective labourer, with one set of his many hands armed with one kind of tools, draws the wire, with another set, armed with different tools, he, at the same time, straightens it, with another, he cuts it, with another, points it, and so on. Hence, production of a greater quantity of finished commodities in a given time. Manufacture accomplishes this social organisation of the labour process only by riveting each labourer to a single fractional detail. 


Since the fractional product of each detail labourer is, at the same time, only a particular stage in the development of one and the same finished article, each labourer, or each group of labourers, prepares the raw material for another labourer or group. The result of the labour of the one is the starting point for the labour of the other. The labour-time necessary in each partial process, for attaining the desired effect, is learned by experience; and the mechanism of manufacture, as a whole, is based on the assumption that a given result will be obtained in a given time. It is only on this assumption that the various supplementary labour-processes can proceed uninterruptedly, simultaneously, and side by side. It is clear that this direct dependence of the operations, and therefore of the labourers, on each other, compels each one of them to spend on his work no more than the necessary time, and thus a continuity, uniformity, regularity, order, and especially intensity of labour, of quite a different kind, is begotten than is to be found in an independent handicraft or even in simple co-operation. 


Different operations take, however, unequal periods, and yield therefore, in equal times unequal quantities of fractional products. If, therefore, the same labourer has, day after day, to perform the same operation, there must be a different number of labourers - a number exactly adapted to their mutual relations - for each operation; for instance, in type manufacture, there are four founders and two breakers to one rubber: the founder casts 2000 types an hour, the breaker breaks up 4000, and the rubber polishes 8000. 


When once the most fitting proportion has been experimentally established for the numbers of the detail labourers in the various groups when producing on a given scale, that scale can be extended only by employing a multiple of each particular group. For instance, in type manufacture it is impossible to employ a single extra rubber without employing simultaneously two extra breakers and four extra founders. There is this to boot, that the same individual can do certain kinds of work just as well on a large as on a small scale; for instance, the labour of superintendence, the carriage of the fractional product from one stage to the next, &c. The isolation of such functions, their allotment to a particular labourer, does not become advantageous till after an increase in the number of labourers employed; but this increase must at once affect every group proportionally. 


In many manufactures, however, the group itself is an organised body of labour. Take, for instance, the manufacture of glass bottles. It may be resolved into three essentially different stages. First, the preliminary stage, consisting of the preparation of the components of the glass, mixing the sand and lime, &c., and melting them into a fluid mass of glass. Various detail labourers are employed in this first stage, as also in the final one of removing the bottles from the drying furnace, sorting and packing them, &c. In the middle, between these two stages, comes the glass melting proper, the manipulation of the fluid mass. At each mouth of the furnace, there works a group, called the hole, consisting of one bottlemaker or finisher, one blower, one gatherer, one putter-up or whetter-off, and one taker-in. These five detail workers are so many special organs of a single working organism that acts only as a whole, and therefore can operate only by the direct cooperation of the whole five. The whole body is paralysed if but one of its members be wanting. But a glass furnace has several openings (in England from 4 to 6), each of which contains an earthenware melting-pot full of molten glass, and employs a similar five-membered group of workers. The organisation of each group is based directly on division of labour, but the bond between the different groups is simple co-operation, which, by using in common one of the means of production, the furnace, causes it to be more economically consumed. Such a furnace, with its 46 groups, constitutes a glass house; and a glass manufactory comprises a number of such glass houses, together with the apparatus and workmen requisite for the preparatory and final stages. 


Finally, manufacture can develop into a combination of various manufactures. The larger English glass manufacturers, for instance, make their own earthenware melting-pots, because on the quality of these depends, to a great extent, the success or failure of the process. Thus, we find the manufacture of flint glass combined with that of glass cutting and brass founding; the latter for the metal settings of various articles of glass. The various manufactures so combined form more or less separate departments of a larger manufacture, but are at the same time independent processes, each with its own division of labour. In spite of the many advantages offered by this combination of manufactures, it never grows into a complete technical system on its own foundation. That happens only on its trans-formation into an industry carried on by machinery. 


Early in the manufacturing period, the principle of lessening the necessary labour-time in the production of commodities, was accepted and formulated: and the use of machines, especially for certain simple first processes that have to be conducted on a very large scale, and with the application of great force, sprang up here and there. Thus at an early period in paper manufacture, the tearing up of the rags was done by paper mills; and in metal works, the pounding of the ores was effected by stamping mills. The Roman Empire had handed down the elementary form of all machinery in the waterwheel. [5] The handicraft period bequeathed to us the great inventions of the compass, of gunpowder, of type-printing, and of the automatic clock. But, on the whole, machinery played a subordinate part in comparison with division of labour. The sporadic use of machinery supplied the great mathematicians of that time with a practical basis and stimulant to the creation of the science of mechanics. 


The collective labourer, formed by the combination of a number of detail labourers, is the machinery specially characteristic of the manufacturing period. The various operations that are performed in turns by the producer of a commodity, lay claim to him in various ways. In one operation he must exert more strength, in another more skill, in another more attention &c; and the same individual does not possess all these qualities in an equal degree. After manufacture has once separated, made independent, and isolated the various operations the labourers are divided, classified, and grouped according to their predominating qualities. If their natural endowments are, on the one hand, the foundation on which the division of labour is built up, on the other hand, manufacture, once introduced, developes in them new powers that are by nature fitted only for limited and special functions. The collective labourer now possesses, in an equal degree of excellence, all the qualities requisite for production, and expends them in the most suitable manner, by exclusively employing all his organs, consisting of particular labourers, or groups of labourers, in performing their special functions. The one-sidedness and the deficiencies of the detail labourer become perfections when he is a part of the collective labourer. [6] The habit of doing only one thing, converts him into a never-failing instrument, while his connexion with the whole mechanism compels him to work with the regularity of the parts of a machine. 


Since the collective labourer has functions, both simple and complex, both high and low, his members, the individual labour powers, require different degrees of training, and must therefore have different values. Manufacture, therefore, develops a hierarchy of labour powers, to which there corresponds a scale of wages. Every process of production, however, requires certain simple manipulations, which every man is capable of doing. They too are now severed from their connexion with the more pregnant moments of activity, and ossified into exclusive functions of specially appointed labourers. Hence, manufacture begets, in every handicraft that it seizes upon, a class of so-called unskilled labourers, a class which handicraft industry strictly excluded. Alongside of the hierarchic gradation there steps the simple separation of the labourers into skilled and unskilled. For the latter, the cost of apprenticeship vanishes; for the former, it diminishes, compared with that of artificers, in consequence of the functions being simplified. In both cases the value of labour power falls. An exception to this law holds good whenever the decomposition of the labour process begets new and comprehensive functions, that either had no place at all, or only a very modest one, in handicrafts. 


The division of labour in manufacture, which we have just described, was the continuation of the division of labour which has gone on ever since the earliest records of history, and which, in the pre-manufacturing period, found its most complete expression in handicraft. It is evident that the new process of division due to capital, manifested numerous analogies with the former process, and that the two processes reacted on each other mutually. None the less are the two. processes i e. the division of labour known for many centuries past, and which organised the labourers in the various handicrafts, on the one hand, and the division within one and the same workshop caused by capital, on the other essentially different from each other. The analogy appears most indisputable where there is an invisible bond uniting the various branches of trade for instance, the cattle-breeder produces hides, the tanner makes the hides into leather, and the shoemaker the leather into boots. Here the thing produced by each of them is but a step towards the final form, which is the product of all their labours combined. There are, besides, all the various industries that supply the cattle-breeder, the tanner, and the shoemaker with the means of production. But what is it that forms the ^bond between the independent labours of the cattle-breeder, the tanner, and the shoemaker? It is the fact that their respective products are commodities. What, on the other hand, characterises division of labour in manufactures? The fact that the detail labourer produces no commodities. It is only the common product of all the detail labourer becomes a commodity. Division of labour in a society is brought about by the purchase and sale of the products of different branches of industry, while the connexion between the detail operations in a workshop is due to the sale of the labour power of several workmen to one capitalist, who applies it as combined labour power. The division of labour in the workshop implies concentration of the means of production in the hands of one capitalist; the division of labour in society implies their dispersion among many independent producers of commodities. While within the workshop, the iron law of proportionality subjects definite numbers of workmen to definite functions, in the society outside the workshop chance and caprice have full play in distributing the producers and their means of production among the various branches of industry. Division of labour within the workshop implies the undisputed authority of the capitalist over men, that are but parts of a mechanism that belongs to him. The division of labour within the society brings into contact independent commodity-producers, who acknowledge no other authority but that of competition, of the coercion exerted by the pressure of their mutual interests. The same bourgeois mind which praises division of labour in the workshop, life-long annexation of the labourer to a partial operation, and his complete subjection to capital, as being an organisation of labour that increases its productiveness - that same bourgeois mind denounces with equal vigour every conscious attempt to socially control and regulate the process of production, as an inroad upon such sacred things as the rights of property, freedom and unrestricted play for the bent of the individual capitalist. It is very characteristic that the enthusiastic apologists of the factory system have nothing more damning to urge against a general organisation of the labour of society, than that it would turn all society into one immense factory. 


The rules of the guilds, by limiting most strictly the number of apprentices and journeymen that a single master could employ, prevented him from becoming a capitalist. Moreover, he could not employ his journeymen in any other handicraft than the one in which he was a master. The guilds jealously repelled every encroachment by the capital of merchants, the only form of free capital with which they came in contact. A merchant could buy every kind of commodity, but labour as a commodity he could not buy. He existed only on sufferance, as a dealer in the products of the handicrafts. If circumstances called for a further division of labour, the existing guilds split themselves up into varieties, or founded new guilds by the side of the old ones; all this, however, without concentrating various handicrafts in a single workshop. Hence, the guild organisation, however much it may have contributed, by separating, isolating, and perfecting the handicrafts, to create the material conditions for the existence of manufacture, excluded division of labour in the workshop. On the whole, the labourer and his means of production remained closely united, like the snail with its shell, and thus there was wanting the principal basis of manufacture, the separation of the labourer from his means of production, and the conversion of these means into capital. 


While division of labour in society at large, whether such division be brought about or not by exchange of commodities, is common to the most diverse economical formation* of society, division of labour in the workshop, as practised by manufacture, is a special creation of the capitalist mode of production alone. 


Once manufacture has been introduced, every further progress of the division of labour requires an increase of the capital available in the hand of the individual capitalist. As we have seen, the minimum number of labourers that any given capitalist is bound to employ is here prescribed by the previously established division of labour. (We need only recall the example of type manufacture. For one rubber employed, there must be two breakers and four founders; the capitalist must employ at least these seven workmen, if he wishes to keep his foundry going. Any extension of business requires the employment of at least seven new workmen). This renders necessary a corresponding increase of the implements and materials of labour, and also an increase in the workshops, furnaces, &*c., and especially in the raw materials, the call for which grows quicker than the number of workmen. For the extension of business increases the productive power of labour; a larger quantity of raw material is worked-up in the same length of time by the same number of labourers. This raw material must be available in the hand of the capitalist. In the same proportion, therefore, in which manufacture extends, the necessaries of life and the means of production existing in society must be converted into capital in the hands of the capitalist. 


It is not sufficient that capital(the writer should have said the necessary means of subsistence and of production)required for the sub-division of handicrafts should he in readiness in the society: it must also be accumulated in the hands of the employers in sufficiently large quantities to enable them to conduct their operations on a large scale . . . The more the division increases, the more does the constant employment of a given number of labourers require a greater outlay of capital in tools, raw material, &c (Storch: Cours d'Econ. Polit. Paris Ed., t. I., pp. 250, 251.). 


Manufacture, like simple cooperation, is due to capital. The productive power-derived from the combination of labour thus appears to be the productive power of capital. But there is an essential difference between simple cooperation and manufacture. While simple cooperation leaves the mode of working by the individual for the most part unchanged, manufacture thoroughly revolutionises it, and seizes labour power by its very roots. It converts the labourer into a crippled monstrosity, by forcing his detail dexterity at the expense of a world of productive capabilities and instincts; just as in the states of La Plata they butcher a whole beast for the sake of his hide or his tallow. Not only is the detail work distributed to the different individuals, but the individual himself is made the automatic motor of a fractional operation, and the absurd fable of Menenius Agrippa, which makes man a mere fragment of his own body, becomes realised. If, at first, the workman sells his labour power to capital, because the material means of producing a commodity fail him, now his very labour power refuses its services unless it has been sold to capital. Its functions can be exercised only in an environment that exists in the workshop of the capitalist after the sale. By nature unfitted to make anything independently, the manufacturing labourer develops productive activity as a mere appendage of the capitalist's workshop. The workman who is capable of performing an entire handicraft can everywhere exercise his industry and find the means of subsistence; the other (the manufacturing labourer) is but an accessory, who, separated from his comrades, is no longer either capable or independent, and is compelled to accept any law which the employer may find it convenient to impose on him.[7] 


The knowledge, the judgment, and the will, which, though in ever so small a degree, are practised by the independent peasant or handicraftsman, are now required only for the workshop as a whole. The detail labourers lose the intellectual potencies of production, which concentrate themselves in the capital that employs them. It is a result of the division of labour in manufacture that the individual labourer is deprived of the intellectual potencies of production, which are brought face to face with him as the property of another and as a ruling power. This separation begins in simple cooperation, where the capitalist represents to the single workman, the oneness and the will of the associated labour. It is developed in manufacture which cuts down the labourer into a detail labourer. It is completed in modern industry, which makes science a productive force distinct from labour and presses it into the service of capital. In manufacture, in order to make the collective labourer, and through him capital, rich in social productive power, each labourer must be made poor in individual productive powers. Ignorance is the mother of industry as well as of superstition. Reflection and fancy are subject to err; but a habit of moving the hand or the foot is independent of either. Manufactures, accordingly, prosper most where the mind is least consulted, and where the workshop may . . . be considered as an engine, the parts of which are men. (J. D. Tuckett: A History of the Post and Present State of the Labouring Population. Lond., 1846, vol. 1, p. 149.) As a matter of fact, some few manufactures in the middle of the 18th century preferred, for certain operations that were trade secrets, to employ half idiotic persons. 


Adam Smith has described graphically (in Wealth of Nations, 1776, vol. V., ch. 'l, section 2) the intellectual crippling resulting from manufactures: 


"The understandings of the greater part of men, says Adam Smith, are necessarily formed by their ordinary employments. The man whose whole life is spent in performing a few simple operations . . . has no occasion to exert his understanding. ... He generally becomes as stupid and ignorant as it is possible for a human creature to become."


But also the body of the detail labourer is crippled, and thus manufacture is the first to afford the materials for, and to give a start to, industrial pathology. 


To subdivide a man is to execute him, if he deserves the sentence, to assassinate him if he does not . . . The sub-division of labour is the assassination of a people. (D. Urquhart: Familiar Words. Lond., 1855, p. 119.) 


Co-operation based on division of labour, in other words, manufacture, commences as a spontaneous formation. So soon as it attains some consistence and extension, it becomes the recognised methodical and systematic form of capitalist production. History shows how the division of labour peculiar to manufacture, strictly so called, acquires the best adapted form at first by experience, as it were behind the backs of the actors, and then, like the guild handicrafts, strives to hold fast that form when once found, and here and there succeeds in keeping it for centuries. Any alteration in this form, except in trivial matters, is solely owing to a revolution in the instruments of labour. Modern manufacture, in the large towns where it arises - I do not here allude to modern industry based on machinery - either finds the disjecta membra poetae ready to hand, and only waiting to be collected together, as is the case in the manufacture of clothes, or it can easily apply the principle of division, simply by exclusively assigning the various operations of a handicraft (such as bookbinding) to particular men. In such cases, a week's experience is enough to determine the proportion between the numbers of the hands necessary for the various functions. [8] 


Division of labour in manufacture consequently creates a definite organisation of ^he labour of society, and thereby developes at the same time new productive forces in the society. In its specific capitalist form and under the given conditions it could take no other form than a capitalistic one manufacture is but a particular method of begetting relative surplus-value, or of augmenting at the expense of the labourer the self-expansion of capital. It increases the social productive power of labour, not only for the benefit of the capitalist instead of that of the labourer, but it does this by crippling the individual labourers. It creates new conditions for the lordship of capital over labour. If, therefore, on the one hand, it presents itself historically as a progress, on the other hand it is a refined and civilised method of exploitation. 


Political economy, which as an independent science, first sprang into being during the period of manufacture, sees in the social division of labour only the means of producing more commodities with a given quantity of labour, and, consequently, of cheapening commodities and hurrying on the accumulation of capital. In most striking contrast with this accentuation of quantity and exchange-value, is the attitude of the writers of classical antiquity, who hold exclusively by quality and use-value. In consequence of the separation of the social branches of production, commodities are better made, the various bents and talents of men select a suitable field, and without some restraint no important results can be obtained anywhere. During the manufacturing period proper, i. e., the period during which manufacture is the predominant form taken by capitalist production, many obstacles are opposed to the full development of the peculiar tendencies of manufacture. Although manufacture creates, as we have already seen, a simple separation of the labourers into skilled and unskilled, simultaneously with their hierarchic arrangement in classes, yet the number of the unskilled labourers remains very limited. Although it adapts the detail operations to the various degrees of maturity, strength, and development of the living instruments of labour, thus conducing to exploitation of women and children, yet this tendency as a whole is wrecked by the habits and the resistance of the male labourers. Although the splitting, up of handicrafts lowers the cost of forming the workman, and thereby lowers his value, yet for the more difficult detail work a longer apprenticeship is necessary, and, even where it would he superfluous, is jealously insisted upon by the workmen. In England, for instance, we find the laws of apprenticeship, with their seven year's probation, in full force down to the end of the manufacturing period; and they are not thrown on one side till the advent of modern industry. Since handicraft skill is the foundation of manufacture, capital is constantly compelled to wrestle with the insubordination of the workmen. Hence throughout the whole manufacturing period there runs the complaint of want of discipline among the workmen. During the period between the 10th century and the epoch of modern industry capital failed to become the master of the whole disposable working-time of the manufacturing labourers, and manufactures had to change their locality from one country to another with the emigrating or immigrating workmen. 


At the same time manufacture was unable, either to seize upon the production of society to its full extent, or to revolutionise that production to its very core. One of its most finished creations was the workshop for the production of the instruments of labour themselves, including especially the complicated mechanical apparatus then already employed. This workshop, the product of the division of labour in manufacture, produced in its turn - machines. Thus the fetters fall away, which the dependence of the work on I he personal capacity of the workmen still laid on the dominion of capital. 



(C) Machinery and Modern Industry. 


(Extracted from vol. II, ch. 15, sections 1 & 2.) 


Applied by capital, machinery is intended to cheapen commodities, and, ty shortening that portion of the working-day, in which the labourer works for himself, to lengthen the other portion that he gives without an equivalent to the capitalist. In short, it is a means for producing surplus-value. 


In manufacture, the revolution in the mode of production begins with the labour power, in modern industry it begins with the instruments of labour. Our first inquiry then is, how the instruments of labour are converted from tools into machines. 


Mathematicians and mechanicians call a tool a simple machine, and a machine a complex tool. They see no essential difference between them. As a matter of fact, every machine is a combination of those simple tools, no matter how they may be disguised. From the economical standpoint this explanation is worth nothing. Another explanation of the difference between tool and machine is that in the case of a tool, man is the motive power, while the motive power of a machine is something different from man, is, for instance, an animal, water, wind, and so on. According to this, a plough drawn by oxen, which is a contrivance common to the most different epochs, would be a machine, while Claussen's circular loom, which, worked by a single labourer, weaves 96,000 picks per minute, would be a mere tool. Nay, this very loom, though a tool when worked by hand, would, if worked by steam, be a machine. And since the application of animal power is one of man's earliest inventions, production by machinery would have preceded production by handicrafts. 


All fully developed machinery consists of three essentially different parts, the motor mechanism, the transmitting mechanism, and finally the tool or working machine. The motor mechanism is that which puts the whole in motion. It either generates its own motive power, like the steam engine, the caloric engine, the electro-magnetic machine, &c., or it receives its impulse from some already existing natural force, like the water-wheel from a head of water, the wind-mill from wind. The transmitting mechanism, composed of fly-wheels, shafting, toothed wheels, pullies, straps, ropes, bands, pinions, and gearing of the most varied kinds, regulates the motion, changes its form where necessary, as for instance, from linear to circular, and divides and distributes it among the working machines. These two first parts of the whole mechanism are there solely for putting the working machines in motion, by means of which motion the subject of labour is seized upon and modified as desired. The tool or working-machine is that part of the machinery with which the industrial revolution of the 18th century started. And to this day it constantly serves as such a starting point} whenever a handicraft, or a manufacture, is turned into an industry carried on by machinery. 


On a closer examination of the working-machine proper, we find .in it, as a general rule, though often, no doubt, under very altered form, the apparatus and tools used by the handicraftsman or manufacturing workman. Either the entire machine is only a more or less altered mechanical edition of the old handicraft tool, as, for instance, the power-loom; or the working parts fitted in the frame of the machine are old acquaintances, as spindles, needles, saws and knives. The machine proper is therefore a mechanism that, after being set in motion, performs with its tools the same operations that were formerly done by the workman with similar tools. Whether the motive power is derived from man, or from some other machine, makes no difference in this respect. From the moment that the tool proper is taken from man, and fitted into a mechanism, a machine takes the place of a mere implement. 


The difference strikes one at once, even in those cases where man himself continues to be the prime mover. The number of implements that he himself can use simultaneously, is limited by the number of his own natural instruments of production, by the number of his bodily organs. In Germany, they tried at first to make one spinner work two spinning wheels, that is, to work simultaneously with both hands and both feet. This was too difficult. Later, a treddle spinning wheel with two spindles was invented, but adepts in spinning who could spin two threads at once, were almost as scarce as two-headed men. The Jenny, on the other hand, even at its very birth, spun with 12 - 18 spindles, and the stocking-loom knits with many thousand needles at once. The number of tools that a machine can bring into play simultaneously, is from the very first emancipated from the limits that hedge in the tools of a handicraftsman. 


The steam-engine itself, such as it was at its invention, during the manufacturing period at the close of the 17th century, and such as it continued to be down to 1780, did not give rise to any industrial revolution. It was, on the contrary, the invention of machines that made a revolution in the form of steam-engines necessary. 


The machine, which is the starting point of the industrial revolution, supersedes the workman, who handles a single tool, by a mechanism operating with a number of similar tools, and set in motion by a single motive power, whatever the form of that power may be. (The union of all these simple instruments, set in motion by a single motor, constitutes a machine. Babbage, London, 1832). 


Increase in the size of the machine, and in the number of the working tools, calls for a more massive mechanism to drive it; and this mechanism requires, in order to overcome its resistance a mightier moving power than that of man, apart from the fact that man is a very imperfect instrument for producing uniform continued motion. Natural forces can now replace him as moving power, and thus a single mover can simultaneously drive many machines. 


There were mules and steam-engines before there were any labourers, whose exclusive occupation it was to make mules and steam-engines; just as men wore clothes before there were such people as tailors. The inventions of Vaucanson, Arkwright, Watt, and others, were, however, practicable only because those inventors found, ready to hand, a considerable number of skilled mechanical workmen, placed at their disposal by the manufacturing period. As inventions increased in number, and the demand for the newly discovered machines grew larger, the machine-making industry split up, more and more, into numerous independent branches and division of labour in these manufactures was more and more developed- Here, then, we see in manufacture the immediate technical foundation of modern industry. Manufacture produced the machinery, by means of which modern industry abolished the handicraft and manufacturing systems in those spheres of production that it first seized upon. The factory system was therefore raised, in the natural course of things, on an inadequate foundation. Modern industry was crippled in its complete development, so long as its characteristic instrument of production, the machine, owed its existence to personal strength and personal skill, and depended on the muscular development, the keenness of sight, and the cunning of hand, with which the detail workmen in manufactures, and the manual labourers in handicrafts, wielded their dwarfish implements. Thus, apart from the dearness of the machines made in this way, the expansion of industries carried on by means of machinery, and the invasion by machinery of fresh branches of production, were dependent on the growth of a class of workmen, who, owing to the almost artistic nature of their employment, could increase their numbers only gradually, and not by leaps and bounds. But besides this, at a certain stage of its development, modern industry became technologically incompatible with the basis furnished for it by handicraft and manufacture. The construction of machines was confronted by tasks which manufacture was unable to fulfil. Such machines as the modern hydraulic press, the modern power loom, and the modern carding engine, could never have been furnished by manufacture. 


A radical change of the mode of production in one sphere of industry involves a similar change in other spheres. Thus spinning by machinery made weaving by machinery a necessity, and both together made the mechanical and chemical revolution that took place in bleaching, printing, and dyeing, imperative. So too, on the other hand, the revolution in cotton-spinning called forth the invention of the gin, for separating the seeds from the cotton fibre; it was only by means of this invention, that the production of cotton became possible on the enormous scale at present required. But more especially, the revolution in the modes of production of industry and agriculture made necessary a revolution in the means of communication and of transport. The means of communication and transport handed down from the manufacturing period soon became unbearable trammels on modern industry, with its feverish haste of production, its enormous extent, its constant flinging of capital and labour -from one sphere of production into another, and its newly-created connexions with the markets of the whole world. Hence, apart from the radical changes introduced in the construction of sailing vessels, the means of communication and transport became gradually adapted to the modes of production of mechanical industry, by the creation of a system of river steamers, railways, ocean steamers, and telegraphs. But the huge masses of iron that had now to be forged, to be welded, to be cut, to be bored, and to be shaped, demanded, on their part, cyclopean machines, for the construction of which the methods of the manufacturing period were utterly inadequate. Modern industry had therefore itself to take in hand the machine, its characteristic instrument of production, and to construct machines by machines. 


If we now fix our attention on that portion of the machinery employed in the construction of machines, which constitutes the operating tool, we find the manual implements reappearing, but on a cyclopean scale. The boring machine operates with the help of an immense borer which is propelled by a steam-engine and without which, on the other hand, the cylinders of large steam-engines and of hydraulic presses could not be made. The mechanical lathe is only a cyclopean reproduction of the ordinary foot-lathe; the planing machine, an iron carpenter, that works on iron with the same tools that the human carpenter employs on wood; the instrument that, on the London wharves, cuts the veneers, is a gigantic razor; the tool of the shearing machine, which shears iron as easily as a tailor's scissors cut cloth, is a monster pair of scissors; and the steam hammer works with an ordinary hammer head, but of such a weight that not Thor himself could wield it. There is one that weighs over 6 tons and strikes with a vertical fall of 7 feet, on an anvil weighing 36 tons. It is mere child's-play for it to crush a block of granite into powder, yet it is no less capable of driving, with a succession of light taps, a nail into a piece of soft wood. 


In simple co-operation, and even in that founded on division of labour, the suppression of the isolated, by the collective workman still appears to be more or less accidental. Machinery, with a few exceptions to be mentioned later, operates only by means of associated labour, or labour in common. Hence the cooperative character of the labour power is, in the latter case, a technical necessity dictated by the instrument of labour itself. 


We saw that the productive forces resulting from co-operation and division of labour cost capital nothing. They are natural forces of social labour. So also physical forces, like steam, water, &c., when appropriated to productive processes, cost nothing. But just as a man requires lungs to breathe with, so he requires something that is work of man's hand, in order to consume physical forces productively. A water-wheel is necessary to exploit the force of water, and a steam-engine to exploit the elasticity of steam. The case of science is similar to that of natural powers. Once discovered, the law of the deviation of the magnetic needle in the field of an electric current, or the law of the magnetisation of iron, around which an electric current circulates, costs never a penny. But the exploitation of these laws for the purposes of telegraphy &c., necessitates a costly and expensive apparatus. Although, therefore, it is clear at the first glance that, by incorporating both stupendous physical forces and the natural sciences with the process of production, modern industry raises the productiveness of labour to an extra-ordinary degree, it is by no means equally clear that this increased productive force is not, on the other hand, purchased by an increased expenditure of labour. Machinery, like every other component of constant capital, creates no new value, but yields up its own .value to the product that it serves to beget. And it is clear as noon-day, that machines and systems of machinery, the characteristic instruments of labour of modern industry, are incomparably more loaded with value than the implements used in handicrafts and manufactures. Instead of cheapening the product, they render the latter dearer in proportion to their own value. 


It must be observed that the machine never adds more value to the individual product than it loses on an average through wear and tear. There is thus a great difference between the value of a machine and the fraction of value transferred each time by it to the product. This Traction is smaller, the longer the machine lasts. This holds good for every implement of labour and every instrument of production. But the difference between utilisation, on the one hand, and wear and tear, on the other, is greater in the case of the machine than in that of the tool. For the former, being made of more lasting material, is more durable; its application, governed by strictly scientific laws, permits of greater economy being realised; and, finally, its sphere of production is much greater than that of the tool. Mr. Baynes, of Blackburn, in a lecture published in 1858, estimates that each real mechanical horse-power will drive 450 self-acting mule spindles, with preparation, or 200 throstle spindles, or 15 looms for 40 inch cloth with the appliances for warping, sizing, &c. In the first case, it is the day's produce of 450 mule spindles, in the second, of 200 throstle spindles, in the third, of 15 power-looms, over which the daily cost of one horse power, and the wear and tear of the machinery set in motion by that power, are spread; so that only a very minute value is transferred by such wear and tear to a pound of yarn or a yard of cloth. The same is the case with the steam-hammer mentioned above. Since its daily wear and tear, its coal consumption, &c., are spread over the stupendous masses of iron hammered by it in a day, only a small value is added to a hundredweight of iron, but the value would be very great if the cyclopean instrument were employed in driving in nails. 


Already when considering cooperation and manufacture, we saw that certain necessities of production, such as buildings &c. undergo less wear and tear in consequence of their use in common, and thus increase but inconsiderably the dearness of the product. But this reduction of dearness augments in the case of machinery; for not only is a working-machine consumed in common by its several operating tools, but the same motor-machine, together with a part of the transmitting apparatus, is consumed in common by numerous working-machines. 


Given the rate at which machinery transfers its values to the product, the amount of value so transferred depends on the total value of the machinery. The less labour it contains, the less value it imparts to the product. The less value it gives/up, so much the more productive it is, and so much the more its services approximate to those of natural forces. 


It is evident that whenever it costs as much labour to produce a machine as is saved by the employment of that machine, there is nothing but a transposition of labour; consequently the total labour required to produce a commodity is not lessened, or the productiveness of labour is not increased. It is clear, however, that the difference between the labour a machine costs, and the labour it saves does not depend on the difference between its own value and the value of the implement it replaces. This difference lasts as long as the labour spent on a machine, and consequently the portion of its value added to the product, remains smaller than the value added by the workman to the product with his tool. The productiveness of a machine is therefore measured by the human labour power it replaces. The labour saved by a machine must not, however, be confounded with wages. Suppose, then, a machine cost as much as the wages for a year of the 150 men it displaces, say £3000; this £3000 is by no means the expression in money of the labour added to the object produced by these 150 men before the introduction of the machine, but only of that portion of their year's labour which was expended for themselves and represented by their wages. They received £ 3000 wages for the year, but they furnished in return for that sum a greater value. If now, the machine costs £ 3000, in which all the labour applied during its production is included -- no matter in what proportion such labour is divided into wages for the workmen and surplus-value for the capitalist -- the value of the machine is less than the value formerly produced by the 150 labourers. Therefore, though a machine cost as much as the labour power displaced by it costs, yet the labour materialised in it is even then much less than the living labour it replaces. 


If it were only a question of cheapening the products, the employment of the machine would be profitable as long as its production costs less labour than its employment renders superfluous. Let us illustrate this by means of figures. In the above cited case, 150 labourers received £ 3000 wages per annum, and furnished in return, let us Say £ 6000 of labour, the surplus-value thus amounting to 100 per cent of their wages. As long as the production of the machine, which the labour of the 150 men undertakes, costs less than I, the employment of the machine would be profitable for society, seeing that it saves labour. But the capitalist cannot calculate in this way. He pays only £ 3000 for the labour performed by 150 men, and the machine can therefore not be utilised by him as soon as it costs more than £ 3000. (In a communist society, machinery would hence be employed on a quite different scale than in a bourgeois society). The wages effectively paid alone play a part for the capitalist in his costs of production. These wages vary for the same amount of labour, in the different countries. They also vary by sinking below the value of labour power, or rising above it. Hence the invention now-a-days of machines in England that are employed only in North-America; just as in the sixteenth and seventeenth centuries, machines were invented in Germany to be used only in Holland, and just as many a French invention of the eighteenth century was exploited in England alone. In the older countries, machinery, when employed in some branches of industry, creates such a redundancy of labour in other branches that in these latter the fall of wages below the value of labour power impedes the use of machinery. In some branches of the woollen manufacture in England the employment of children has during recent years been considerably diminished, and in some cases has been entirely abolished. Why? Because the factory Acts made two sets of. children necessary, one working six hours, the other four, or each working five hours. But the parents refused to sell the 'half-timers' cheaper than the 'full-timers'. Hence the substitution of machinery for the 'half-timers'. Before the labour of women and of children under 10 years of age was forbidden in mines, capitalists considered the employment of naked women and girls, often in company with men, so far sanctioned by their moral code, and especially by their ledgers, that it was only after the passing of the Act that they had recourse to machinery. The Yankees have invented a stonebreaking-machine. The English do not make use of it, because the wretch who does this work gets paid for such a small portion of his labour, that machinery would increase the cost of production to the capitalist. ('Wretch' is the recognised term in English political economy for the agricultural labourer). In England women are still occasionally used instead of horses for hauling canal boats (1860), because the labour required to produce horses and machines is an accurately known quantity, while that required to maintain the women of the surplus population is below all calculation, Hence nowhere do we find a more shameful squandering of human labour power for the most despicable purposes than in England, the land of machinery. 


[1]Historical and descriptive account of British India, by Hugh Murray and James Wilson, etc., v. II, p. 449. Edinburgh, 1832. The Indian loom is upright, i. e, the warp is stretched vertically.


[2] Darwin in his epoch-making work on The Origin of Species, remarks, with reference to the natural organs of plants and animals: "So long as one and the same organ has different kinds of work to perform, a ground for its changeability may possibly be found in this, that natural selection preserves or suppresses each small variation of form less carefully than if that organ were destined for one special purpose alone. Thus, knives that are adapted to cut all sorts of things may, on the whole, be of one shape; but an implement destined to be used exclusively in one way must have a different shape for every different use." 


[3] In 1854 Geneva produced 800000 watches, which is not one-fifth of the production in the canton of Neufchatel. La Chaux-de-Fonds alone, which we may look upon as a huge watch manufactory, produces yearly twice as many as Geneva. From 1850 to 1861 Geneva produced 750 000 watches. The want of connexion alone, between the processes into which the production of articles that merely consist of parts fitted together is split Up, makes it very difficult to convert such a manufacture into a branch of modern industry carried-on by machinery; but in the case of a watch there are two other impediments in addition, the minuteness and delicacy of its parts, and its character as an article of luxury. Hence their variety, which is such that in the best London houses scarcely a dozen watches are made alike in the course of a year. The watch manufactory of Messrs. Vacheron & Constantin, in which machinery has been employed with success, produces at the most 3 or 4 different watches of size and form. 


[4]In watch-making, that classical example of heterogeneous manufacture, we may study with great accuracy the above-mentioned differentiation and specialisation of the instruments of labour caused by the subdivision of handicrafts. 


[5] The whole history of the development of machinery can be traced in the history of the corn mill. The factory in England is still a 'mill'. In German technological works of the first decade of the 19th century, the term 'Mühle' is still found in use, not only for ail machinery driven by the forces of Nature, but also for ail. manufactures where apparatus in the nature of machinery is applied. 


[6] For instance, abnormal development of some muscles,curvature of bones, &c. 


[7] Storch, 1. c. Petersb. edit. 1815. t. 1. p. 204, 


[8] The simple belief in the inventive genius exercised a priori by the individual capitalist in the various manipulations of the division of labour, exists now-a-days only among German professors, of the stamp of Herr Roscher, who, to recompense the capitalist from whose Jovian head division of labour sprang ready formed, dedicates to him "various wages". The more or less extensive application of division of labour depends on length of purse, not on greatness of genius. 
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Chapter 10






The Influence of Industrial Progress on the Working Classes. 


(Extracted from vol. II, ch. 15, sections 3 - 7.) 


(A) Labour of Women and Children. 


In so far as machinery dispenses with muscular power, it becomes a means of employing labourers of slight muscular strength and those whose bodily development is incomplete, but whose limbs are all the more supple. The labour of women and children was, therefore, the first thing sought for by capitalists who used machinery. That mighty substitute for labour and labourers was forthwith changed into a means for increasing the number of wage-labourers, by enrolling under the direct sway of capital every member of the workman's family, without distinction of age or sex. Compulsory work for the capitalist usurped the place, not only of the children's play, but also of free labour at home within moderate limits for the support of the family. [1]


The value of labour power was determined, not only by the labour time necessary to maintain the individual adult labourer, but also by that necessary to maintain his family. Machinery, by throwing every member of that family on to the labour market, depreciates the labour power of the man. To purchase the labour power of a family of four workers may, perhaps, cost more than it formerly did to purchase the labour power of the head of the family, but, in return, four days' labour takes the place of one. In order that the family may live, four people must now, not only labour, but expend surplus labour for the capitalist. 


The numerical increase of labourers has been great, through the growing substitution of female for male, and above all, of child for adult labour. Three girls of 13, at wages of from 6 shillings to 8 shillings a week, have replaced the one man of mature age, of wages varying from 18 shillings to 45 shillings. (Th. de Quincey:?The Logic of Political Econ., London 1845.) Since certain family functions, such as nursing and suckling children, cannot be entirely suppressed, the mothers confiscated by capital must hire substitutes of some sort. Domestic work, such as sewing and mending, must be replaced by the purchase of ready-made articles. Hence, the diminished expenditure of labour in the house is accompanied by an increased expenditure of money. The cost of keeping the family increases and balances the greater income. In addition to this, economy and judgment in the consumption and preparation of the means of subsistence becomes impossible. [2]


Machinery also revolutionises the contract between labourer and capitalist, since capital buys children and young persons under age. Previously, the workman sold his own labour power, which he disposed of nominally as a free agent. Now he sells wife and child. He has become a slave dealer. The demand for children's labour often resembles in form the inquiries for negro slaves, such as were formerly to be read among the advertisements in American journals. In the reports of the Children's Employment Commission (1864 - 66) we find truly revolting details regarding the conduct of the operative parents in relation to the traffic in children - conduct which entirely resembles slave-dealing. 


One consequence of the ensuing dissolution of family life is the enormous mortality, during the first few years of their life, of the children of the operatives. In sixteen of the registration districts into which England is divided, there are, for every 100000 children alive under the age of one year, only 9000 deaths in a year on an average (in one district only 7000); in 24 districts the deaths are 10 000, but under 11000; in 30 districts, over 11 000, but under 12 000; in 48 districts over 12 000, but under 13 000; in 22 districts over 20 000; in 25 districts over 21 000; in 17 over 22000; in 11 over 23 000; in Hoo, Wolverhampton, Ashton-under-Lyne, and Preston, over 24 000; in Nottingham, Stockport and Bradford, over 25 000; in Wisbeach 26 000; and in Manchester 26 125. [3] 


As was shown by an official medical inquiry in the year1861, the high death-rates are, apart from local causes, principally due to the employment of the mothers away from their homes, and the neglect and maltreatment consequent on her absence, such as, amongst others, insufficient nourishment, unsuitable food, and dosing with opiates; besides this, there arises an unnatural estrangement between mother and child, and as a consequence intentional starving and poisoning of the children. In those agricultural districts, where a minimum in the employment of women exists, the death-rate is on the other hand very low.[4] 


The moral degradation caused by the capitalistic exploitation of women and children has been so exhaustively depicted by F. Engels in his "Lage der arbeitenden Klassen Englands", and other writers, that I need only mention the subject in this place. But the, intellectual desolation, artificially produced by converting immature human beings into men; machines for the fabrication of surplus-value, a state of mind clearly distinguishable from that natural ignorance which keeps the mind fallow without destroying its capacity for development, its natural fertility, this desolation finally compelled even the English Parliament to make elementary education a compulsory condition to the?productive employment of children under 14 years, in every industry subject to the Factory Acts. The spirit of capitalist production stands out clearly in the ludicrous wording of the so-called education clauses in the Factory Acts, in the absence of an administrative machinery, in the opposition of the manufacturers even to these education clauses, and in the dodges they put in practice for evading them. The legislature?provides nothing more than that the children shall on certain days of the week, and for a certain number of hours (three) in each day, be inclosed within the four walls of a place called a school, and that the employer of the child shall receive weekly a certificate to that effect signed by a person designated by the subscriber as a schoolmaster or schoolmistress. [5] Previous to the passing of the amended Factory Act, 1844, it happened, not unfrequently, that the certificates of attendance at school were signed by the school-master or schoolmistress with a cross, as they themselves were unable to write.?But it is not only in the miserable places above referred to that the children obtain certificates of school attendance without having received instruction of any value, for in many schools where there is a competent teacher, his efforts are of little avail from the distracting crowd of children of all ages, from infants of 3 years old and upwards; his livelihood, miserable at the best, depending on the pence received from the greatest number of children whom it is possible to cram into the space. To this is to be added scanty school furniture, deficiency of books and other materials for teaching, and the depressing effect upon the poor children themselves of a close, noisome atmosphere. I have been in many such schools, where I have seen rows of children doing absolutely nothing; and this is certified as school attendance, and, in statistical returns, such children are set down as being educated.[6] As an example of the perfidious manner in which the capitalists seek to thwart the law, we may quote the following: By the Act relating to print works and similar industries, every child, before being employed in a print work, must have attended school for at least 30 days, and not less than 150 hours, during the six months immediately preceding such first day of employment, and during the continuance of its employment in the print works, it must attend for a like period of 30 days, and 150 hours, during every successive period of six months .... The attendance at school must be between 8 a. m. and 6 p. m. No attendance of less than 2 1/2 hours, nor more than 5 hours on any one day, shall be reckoned as part of the 150 hours. How did capital carry out these legal obligations? Under ordinary circumstances the children attend school morning and afternoon for 30 days, for at least 5 hours each day, and upon the expiration of the 30 days, the statutory total of 150 hours having been attained, having, in their language, made up their book, they return to the print work, where they continue until the six months have expired, when another instalment of school attendance becomes due, and they again seek the school until the book is again made up .... Many boys having attended school for the required number of hours, when they return to school after the expiration of their six months' work in the print work, are in the same condition as when they first attended school as print-work boys. They have lost all they gained by their previous school attendance .... In other print works the children's attendance at school is made to depend altogether upon the exigencies of the work in the establishment. The requisite number of hours is made up each six months, by instalments consisting of from 3 to 5 hours at a time, spreading over, perhaps, the whole six months .... For instance, the attendance on one day might be from 8 to 11 a. m., on another day from 1 p. m. to 6 p.m, and the child might not appear at school again for several days, when it would attend from 3 p.m. to 6 p.m.; then it might attend for 3 or 4 days consecutively, or for a week, then it would not appear in school for 3 weeks or a month, after that upon some odd days at some odd hours when the operative who employed it chose to spare it; and thus the child was, as it were, buffeted from school to work, from work to school, until the tale of 150 hours was told.[7] 


By the excessive addition of women and children to the ranks of the workers, machinery at last breaks down the resistance which the male operatives in the manufacturing period continued to oppose to the despotism of capital. 


(B) Prolongation of the working-day. 


If machinery be the most powerful means for increasing the productiveness of labour i. e., for shortening the working time required in the production of a commodity, it becomes in the hands of capital the most powerful means for lengthening the working-day beyond all bounds set by human nature. It creates, on the one hand, new conditions by which capital is enabled to give free scope to this its constant tendency, and on the other hand, new motives with which to whet capital's appetite for the labour of others. 


In the form of machinery, the implements of labour become automatic, things moving and working independently of the workmen. They are henceforth an industrial perpetuum mobile, that would go on producing for ever, did it not meet with certain natural obstructions in the weak bodies and the strong wills of its human attendants. Capital is therefore animated by the longing to reduce to a minimum the resistance offered. This resistance is moreover lessened by the apparent lightness of machine work, and by the more pliant and docile character of the women and children employed on it. 


The longer the machine works, the greater is the mass of the products over which the value transmitted by the machine is spread, and the less is the portion of that value added to each single commodity. This is a sufficient reason for the capitalist to prolong the daily activity of the machine as much as possible. 


The wear and tear of a machine is not exactly proportional to its working time. And even if it were so, a machine working 16 hours daily for 7 1/2 years, covers as long a working period as, and transmits to the total product no more value than, the same machine would if it worked only 8 hours daily for 15 years. But in the first case the value of the machine would be reproduced twice as quickly as in the latter, and the capitalist would, by this use of the machine, absorb in 7 1/2 years as. much surplus-value as in the second case he would in 15. 


The material wear and tear of a machine is of two kinds. The one arises from use, the other from non-use, as a sword rusts when left in its scabbard. The latter kind is due to the elements, and this wear and tear is, to a certain extent, inversely proportional to the use of the machine. The longer it stands still, the more it is used-up by the elements. 


But in addition to the material wear and tear, a machine also undergoes what we may call a moral depreciation. It loses exchange-value, either by machines of the same sort being produced cheaper than it, or by better machines entering into competition with it. In both cases, be the machine ever so young and full of life, its value is no longer determined by the labour actually materialised in it, but by the labour-time requisite to reproduce either it or the better machine. It has, therefore, lost value more or less. The shorter the period taken to reproduce its total value, the less is the danger of moral depreciation; and the longer the working day, the shorter is that period. When machinery is first introduced into an industry, new methods of reproducing it more cheaply follow blow upon blow, and so do improvements, that not only affect individual parts and details of the machine, but its entire build. It is, therefore, in the early days of the life of machinery that this special incentive to the prolongation of the working day makes itself felt most acutely. [8] 


Given the length of the working day. all other circumstances remaining the same, the exploitation of double the number of workmen demands, not only a doubling of that part of constant capital which is invested in machinery and buildings, but also of that part which is laid out in raw material and auxiliary substances. The lengthening of the working day, on the other hand, allows of production on an extended scale without any alteration in the amount of capital laid out on machinery and buildings. It is true that this takes place, more or less, with every lengthening of the working day; but in the case under consideration, the change is more marked, because the capital converted into the instruments of labour preponderates to a greater degree. "When a labourer", said Mr. Ashworth, a cotton magnate, to Profesor Nassau W. Senior, in 1837, "lays down his spade, he renders useless, for that period, a capital worth eighteen-pence. When one of our people (i.e. the factory workman) leaves the mill, he renders useless a capital that has cost £ 100 000." [9] Only fancy! making "useless" for a single moment, a capital that has cost £ 100 COO! It is, in truth, monstrous, that a single one of our people should ever leave the factory! The increased use of machinery, as Senior after the instruction he received from Ashworth clearly perceives, makes a constantly increasing lengthening of the working day "desirable". 


When machines are first introduced in an isolated fashion in a given branch of industry, the social value of the product of the machine is superior to its individual value, i. e. the product of the machine requires less labour than the product of competitors working without machinery. The value, however, is determined by the socially necessary labour, in this case the greater amount of labour requisite when no machine is available. The machine-made product can consequently be sold at a much higher price than its own value represents. During this transition period, when the use of machinery is a sort of monopoly, the profits are therefore exceptional, and the capitalist endeavours to exploit thoroughly "the sunny time of this his first love", by prolonging the working day as much as possible. The magnitude of the profit whets his appetite for more profit. 


As the use of machinery becomes more general in a particular industry, the social value of the product sinks down to its individual value, and the law that surplus-value does not arise from the labour power that has been replaced by the machinery, but from the labour power actually employed in working with the machinery, asserts itself. Surplus-value arises from variable capital alone, i. e. from living labour; it must therefore be greater in the measure in which living labour is employed by capital, and less in the measure in which the amount of such labour is reduced. But the object of the machine is to eliminate living labour and to act as a substitute for the latter. Machinery increases the power of production, and cheapens the product, seeing that it manufactures this product with less expenditure of labour. It thereby reduces the cost of living, and consequently the value of labour power. It obtains all these results, however, only by reducing the number of labourers employed by a given capitalist, or in other words by 'transferring a part of the formerly variable capital employed in paying wages to the purchase and upkeep of machines, i. e. by transforming variable capital into constant capital which produces no surplus-value. Let us illustrate this by a concrete example. Before the introduction of machinery a capital of £ 5000 had to be applied to the extent of 40 per cent to the purchase of labour implements and raw material, the other 60 per cent serving for the remuneration of human labour. When machinery is introduced, the productiveness of the undertaking is tripled. Henceforth only 20 per cent of the capital is applied for the remuneration of labour, and two-thirds of the labourers hitherto employed are discharged. That share of the capital which formerly served to remunerate them serves in future for the purchase of machines and of the raw material to be worked-up by the latter. 


It is impossible, however, to squeeze as much surplus-value out of 2 as out of 24 labourers. If each of these 24 men gives only one hour of surplus-labour in 12, the 24 men give together 24 hours of surplus-labour, while 24 hours is the total labour of the two men. Hence, the application of machinery to the production of surplus-value implies a contradiction which is immanent in it, since the rate of surplus-value cannot be increased, except by diminishing the number of workmen. It is this contradiction, that in its turn drives the capitalist, without his being conscious of the fact, to excessive lengthening of the working day, in order (hat he may compensate the decrease in the number of labourers exploited, by an increase of the absolute surplus-value of each individual labourer. 


If, then, the capitalistic employment of machinery, on the one hand, supplies new and powerful motives to ai lengthening of the working day, and radically changes methods of labour, in such a manner as to break down all opposition to this tendency, on the other hand it produces, partly by employing women and children, partly by setting free the labourers it supplants, a surplus working population, which is compelled to submit to the dictation of capital. Hence that remarkable phenomenon in the history of modern industry, that machinery sweeps away every moral and natural restriction on the length of the working day. Hence, too, the economical paradox, that the most powerful instrument for shortening labour-time, becomes the most unfailing means for placing every moment of the labourer's time and that of his family, at the disposal of the capitalist for the purpose of expanding the value of his capital. [10] 


There followed on the birth of machinism and modern industry in the last third of the 18th century, an immense extension of the working-day like an avalanche in its intensity and extent. All bounds of morals and nature, age and sex, day and night, became so confused that an English judge, as late as 1860, needed a quite Talmudic sagacity to explain "judicially"? what was day and what was night. Capital celebrated its orgies.?"The fact is, that prior to the Act of 1833, young persons and children were worked all night, all day, or both ad libitum."[11] 


Now let us cast a glance at certain branches of production in which the exploitation of labour is either free from fetters to this day (1863 - 1865) or was so yesterday. [12] 


Mr. Broughton Charlton, county magistrate, declared, as chairman of a meeting held at the Assembly Rooms, Nottingham, on the 14th January, 1860, that there was an amount of privation and suffering among that portion of the population connected with the lace trade, unknown in other parts of the civilised world. . . . Children of nine or ten years are dragged from their squalid beds at two, three, or four o'clock in the morning and compelled to work for a bare subsistence until ten, eleven, or twelve at night, their limbs wearing away, their frames dwindling, their faces whitening, and their humanity absolutely sinking into a stonelike torpor, utterly horrible to contemplate. . . . What can be thought of a town which holds a /public meeting to petition that the period of labour for /lien shall be diminished to eighteen hours a day?[13] . . . 


The potteries of Staffordshire have, during the last 22 years, (before I860); been the subject of three parliamentary inquiries. For my purpose it is enough to take, from the reports of 1860 an6 1863, some depositions of the exploited children themselves. From the children we may form an opinion as to the Adults, especially the girls and women, and that in a branch ,
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Decrease of the Rate of Profit. 


(Extracted from vol. III. part 1. Ch. 13-15 German ed.) 


The continuous relative decrease of the number of labourers employed, must have a peculiar effect on the rate (or percentage) of profit. 


The aim of machinery (as also of the technical discoveries of former times) is to save labour. The same quantity of commodities - or a larger one - is produced by less labourers. Living labour becomes more productive and more fertile. The Alpha and Omega of economic progress is the increase of productiveness. 


But this means that the same number of workmen work-up an ever increasing mass of raw materials and utilise an ever increasing number of implements of labour. For instance, when the workman, with the help of the machine, is able to produce 10 times as much cotton yarn in the same time as he formerly did, he consumes also 10 times as much cotton, to say nothing of the immense and costly machine, which is far more valuable than the simple tool formerly in use. In other words, every economic progress -  but in by far the largest measure the progress due to machinery - increases the quantity of constant capital consumed by a given number of labourers. But at the same time such progress diminishes, as a necessary consequence, the percentage of profit, as is clearly illustrated by the following table. 


In order to simplify the calculation, we have everywhere assumed the rate of surplus-value to amount to 100% In other words, we assume that labour, over and above the restitution of wages, yields a surplus-value for capital which is exactly as large as the wages paid. For instance, if the variable capital, i. e. wages (represented by v) equal and consequently the surplus-value (represented by s) like-wise equals 100, the percentage of this surplus of 100 s will be quite different, according as to whether c (the constant capital constituted by raw material, implements of labour etc.) be large or small. 


If for 100 v we take 
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Consequently it is always the same quantity of surplus-value, which, with every increase of the total capital, yields a smaller rate of profit. The result of technical progress - a result which manifests itself most clearly with the introduction, and with every subsequent improvement of, machinery - is thus to gradually augment the constant capital in proportion to the variable capital, and therefore to reduce gradually the rate of profit. The same number of workmen and the same amount of labour power consume a constantly increasing quantity of implements of labour, of machines, of raw and auxiliary materials, i. e. a constant capital of continuously increasing value. 


A progressive cheapening of the product corresponds to this increasing value of the constant capital. Every single fraction of the product, regarded by itself, contains a smaller amount of labour than is the case in more primitive stages of production. The constant tendency of the general rate of profit to decrease is thus only a manifestation, peculiar to the capitalist mode of production, of the constant development of the productive power of labour. This does not mean that the rate of profit cannot temporarily decrease also for other reasons; but it may be regarded as a self-evident necessity, appertaining to the essence of capitalist production, that as the latter progresses, the general average rate of surplus value must find expression in a general decrease of the rate of profit. As the quantity of applied living labour constantly decreases in proportion to the quantity of the means of production set in motion by it, that part of living labour which is unpaid and incorporated in surplus-value, must likewise decrease in proportion to the value of the applied total capital. 


This law of the progressive decrease of the rate of profit in no wise excludes the fact that the absolute quantity of labour set in motion and exploited by capital - and consequently also the absolute quantity of surplus-labour appropriated by capital - increases. For instance, if in any given country the number of labourers employed - and consequently the amount of wages paid for such labour - should increase from 2 to 3 millions, the quantity of surplus-labour and surplus-value likewise increases by one half. But if the productive power of labour simultaneously increases in such a manner that the means of production (i. e. the constant capital) consumed by it increase from 4 to 15 millions, the increased quantity of surplus value would none the less be smaller than before in proportion to the total capital 


We would have 


in the first case: 4 c + 2 v 6; 2s 33 l/3% profit, 


in the second case:15 c + 3 v = 18;3s 16 2/3% profit. 


Whereas the quantity of surplus value has increased by one half, the rate of profit has fallen by one half. Thus the absolute amount of profit, its totality, has increased to the extent of 50% in spite of an enormous decrease in the proportion of this amount of profit to the total capital advanced - or in spite of the enormous decrease in the general rate of profit. The number of labourers employed by capital, hence the amount of labour and surplus-labour performed by them, and consequently the amount of surplus-value, can thus increase progressively, in spite of the progressive decrease of the rate of profit. But not only is this phenomenon possible, it is inevitable, on the basis of capitalist production (if we except temporary fluctuations). 


As we shall show in the next chapter, capitalist production requires - precisely on account of the decrease of the rate of profit - constant expansion; the labour process must take place on constantly increasing scale, and consequently the capital advanced must constantly increase, in every individual factory or workshop. We can thus understand, as far as the individual capitalist is concerned, that his sway extends over an ever increasing number of workmen, and that the quantity of surplus-value appropriated by him increases simultaneously with, and in spite of, the decrease in the rate of profit. The same reasons which lead to the concentration of vast masses of workmen under the command of a single capitalist, lead also to the increase of the quantity of applied fixed capital and raw and auxiliary materials, in ever greater proportion to the amount of living labour employed. 


The law according to which the fall in the rate of profit due to the development of productive labour is accompanied by an increase in the total quantity of profit, finds likewise its expression in the fact that the fall in the price of commodities is accompanied by a relative increase of the amount of profit contained in such commodities, and realised by their sale. 


As the development of productive power results in setting in motion a constantly increasing quantity of means of production by a constantly decreasing quantity of labour, each fraction of the total product, i. e. each individual commodity contains less labour and its price decreases. But the total number of commodities produced augments accordingly. Viewed superficially, we thus witness a decrease of the amount of profit realised on the individual commodity, a decrease of its price, and an increase of the amount of profit realised on the increased total amount of commodities produced by the total capital, either of society or of the individual capitalist. This phenomenon is then taken to signify that the capitalist of his own free will realises less profit -on the individual commodity, but indemnifies himself by means of the larger total quantity of commodities produced by him. 


When we contemplate the immense development of productive power, even during the last 30 years (previous to J867); and especially when we contemplate the immense amount of fixed capital applied over and above machinery proper, it appears astonishing that the rate of profit has not decreased more and with greater rapidity than is, as a matter of fact, the case. Opposing forces must be at work, of which the following are the most important. 


The capitalist naturally seeks to counterbalance the decrease of the rate of profit by an increased exploitation of labour power. More must be extracted from the individual workman, consequently more value must be yielded by him, by means of a prolongation of the working-day and an increased strain upon his working-power. In the previous chapter we saw how this is effected by means of machinery. But it is evident that limits, and not very wide ones, are set to this process. Two workmen, working daily 12 hours, cannot supply the same amount of surplus-value as 24 workmen working two hours each, even if they could live on fresh air and received no wages. By such means, the decrease of the rate of profit can he checked, but not suppressed. 


Another means of intensifying the exploitation of labour, and thereby of increasing the amount of surplus-value extracted from each individual workman, the total number of workmen being reduced, is to force down wages to a point below the value of labour power. As a matter of fact, this is one of the chief causes which tend to check the decrease of the rate of profit. 


There comes further the circumstance that the value of the constant capital does not increase as rapidly as its quantity. For instance, the quantity of cotton which a single European spinner works-up in a modern factory, has immensely increased in proportion to the amount formerly worked-up by a European spinner by means of the spinning-wheel. But the value of the cotton thus worked-up has not increased in the same proportion. The same holds of machines and other fixed capital. 


But the most important means of checking the decrease of the rate of profit, and of thus escaping ruin, consists in the unceasing increase of capital. If economic progress causes the rate of profit to decrease from 20 to 10% is, it is true, impossible to prevent 100 capital from yielding henceforth but 10 surplus-value. But the individual capitalist can make good his loss by doubling the amount of his capital. As he now applies everywhere 200 instead of 100, the amount of his profit remains the same. He can even increase his profit, should he still further augment his capital. 


The constant increase and accumulation of capital plays, therefore, an important part. We will now turn our attention to this phenomenon. 


Back to Chapter 10  To Chapter 12
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The Accumulation of Capital. 


(A) The uninterrupted continuation of Production (Reproduction) 


(Extracted from vol. II, ch. 23.) 


A society can no more cease to produce than it can cease to consume. No society can continually produce, unless it constantly reconverts a part of its products into means of production. All other circumstances remaining the same, the only mode by which it can reproduce its wealth, and maintain it at one level, is by replacing the means of production - i . e. the instruments of labour, the raw material, and the auxiliary substances - consumed in the course of the year by an equal quantity of the same kind of articles; these must be separated from the mass of the yearly products, and thrown afresh into the process of production, and must be applicable for this purpose. 


In a capitalist society all means of production serve as capital, for they all enable their proprietor to reap surplus-value by employing wage-labour. As a matter of fact the capitalist does not intend reaping surplus-value only once, but continually, from the capital advanced by him. 


If such surplus-value were to be completely consumed every year by the capitalist, there would be a simple repetition of production, i. e. simple reproduction. But even this simple continued repetition gives a new character to the process. 


The purchase of labour power for a fixed period is the prelude to the process of production. But the labourer is not paid until after he has expended his labour, power, and realised in commodities not only its value, but surplus-value. He has, therefore, produced not only surplus-value, but he has also produced, before it flows back to him in the shape of wages, the fund out of which he himself is paid; and his employment lasts only so long as he continues to reproduce this fund. Hence, wages are but a portion of the product that is continuously reproduced by the labourer himself. The capitalist, it is true, pays him in money, but this money is merely the transmuted form of the product of his labour. It is his labour of last week, or of last year, that pays for his labour power this week or this year. The illusion begotten by the intervention of money vanishes immediately, if, instead of taking a single capitalist and a single labourer, we take the class of capitalists and the class of labourers as a whole. The capitalist class is constantly giving to the labouring class order-notes, -in the form of money, on a portion of the commodities produced by the latter and appropriated by the former. The labourers give these order-notes back just as constantly to the capitalist class, and in this way get their share of their own product. The transaction is veiled by the commodity form of the product and the money form of the commodity. 


True, the illusion that wages are advanced out of the capitalist's funds only disappears when we view the process of capitalist production in the flow of its constant renewal. But that process must have had a beginning of some kind. We assume, therefore, for the present, that the capitalist, once upon a time, became possessed of money, independently of the unpaid labour of others, and that this was how he was enabled to buy labour power. However this may be, the mere continuity of the process, the simple reproduction, brings about some, other wonderful changes, which affect not only the variable, but the total capital.


If a capital of £ 1000 beget yearly a surplus-value of£ 200, and if this surplus-value be consumed every year, it is clear that at the end of 5 years the surplus-value consumed will amount to 5 X £ 200 or £ 1000 originally advanced. If only a part, say one half, were consumed, the same result would follow at the end of 10 years, since 100 x £ 100 = £ 1000. General rule: at the end of a certain number of years, according to the amount of the capital advanced and of the surplus-value consumed, the capital originally advanced has been consumed by the capitalist and has disappeared. The capitalist thinks that he is consuming the produce of the unpaid labour, i.e. the surplus-value, and is keeping intact his original capital; but what he thinks cannot alter facts. After the lapse of a certain number of years, the capital value he then possesses is equal to the sum total of the surplus-value appropriated by him during those, years, and the total value he has consumed is equal to that of his original capital. It is true, he has in hand a capital whose amount has not changed, and of which a part, viz., the buildings, machinery, &c., were already there when the work of his business began. But what we have to do with here, is not the material elements, but the value, of that capital. When a person gets through all his property, by taking upon himself debts equal to the value of that property, it is clear that his property represents nothing but the sum total of his debts. And so it is with the capitalist; when he has consumed the equivalent of his original capital, the value of his present capital represents nothing but the total amount of the surplus-value appropriated by him without payment. Not a single atom of the value of his old capital continues to exist. 


The mere continuity of the process of production, in other words simple reproduction, thus sooner or later, and of necessity, converts every capital into capitalised surplus-value. Even if that capital was originally acquired by the personal labour of its employer, it sooner or later becomes value appropriated without an equivalent - the unpaid labour of others materialised either in money or in some other object. 


In order to convert his money into capital, for the purpose of exploiting the labour of others, the capitalist had_originally to confront, on the labour market, the labourer lacking all means, of production and subsistence. Tin the real foundation in fact, and the starting point, of capitalist production. But, by the mere continuity of the process, by simple reproduction, these conditions are perpetually reproduced. On the one hand, the process of production incessantly converts material wealth into capital, into means of creating more wealth and means of enjoyment for the capitalist. On the other hand the labourer, on quitting the process, is what he was on entering it, a source of wealth, but devoid of all means of making that wealth his own. Since, before entering on the process, his own labour has already been alienated from himself by the sale of his labour-power, has been appropriated by the capitalist and incorporated with capital, the product also belongs to the capitalist. This incessant reproduction, this perpetuation of the proletarian labourer, is an indispensable condition of reduction. 


The labourer consumes in a twofold way. While producing he consumes by his labour the means of production, and converts them into products with a higher value than that of the capital advanced. This is his productive consumption. It - is at the same time consumption of his labour power by the capitalist who bought it. On the other hand, the labourer turns the money paid to him for his labour power, into means of subsistence: this is his individual consumption. The labourer's productive consumption, and his individual consumption, are therefore totally distinct. In the former, he acts as the motive power of capital, and belongs to the capitalist. In the latter, he belongs to himself, and performs his necessary vital functions outside the process of production. The result of the 011e is, that the capitalist lives; of the other, that the labourer lives.


True, the labourer is often compelled to make his individual consumption a mere incident of production. In such a case, he supplies himself with necessaries in order to maintain his labour power, just as coal and water are supplied to the steam engine and oil to the wheel. This, however, appears to be an abuse not essentially appertaining to capitalist production. 


The matter takes quite another aspect, when we contemplate, not the single capitalist, and the single labourer, but the capitalist class and the labouring class, not an isolated process of production, but capitalist production in its totality, and on its actual social scale. By converting part of his capital into labour power, the capitalist augments the value of his entire capital, He kills two birds with one stone. He profits, not only by what he receives from, but by what he gives to, the labourer. The capital given in exchange for labour power is converted into necessaries, by the consumption of which the muscles, nerves, bones, and brains of existing labourers are reproduced, and new labourers are begotten. Within the limits of what is strictly necessary, the individual consumption, of the working-class is, therefore, the reconversion of the means of subsistence given by capital in exchange for labour power, info fresh labour power at the disposal of capital for exploitation. It is the production and reproduction of that means of production so indispensable to the capitalist: the labourer himself. The individual consumption of the labourer, whether it proceed within the workshop or outside it, whether it be part of the process of production or not, forms therefore a factor of the production and reproduction of capital; just as cleaning machinery does, whether it be done while the machinery is working or while it is standing. The fact that the labourer consumes his means of subsistence for his own purposes, and not to please the capitalist, has no bearing on the matter. The consumption of food by a beast of burden is none the less a necessary factor in the process of production, because the beast enjoys what it, eats. The maintenance and reproduction of the working-class is, and must ever be, a necessary condition to 'the reproduction of capital. But the capitalist may safely leave its fulfilment to the labourer's instincts of self preservation and of propagation. All the capitalist cares for, is to reduce the labourer's individual consumption as far as possible to what is strictly necessary, and he is far away from imitating those brutal South-Americans, who force their labourers to take more substantial food.[1] 


Hence both the capitalist and his ideological representative, the political economist, consider that part alone of the labourer's individual consumption to be productive, which is requisite for the perpetuation of the class, and which therefore must take place in order that the capitalist may have labour-power to consume; what the labourer consumes for his own pleasure beyond that part, is unproductive consumption. [2] 


From a social point of view, therefore, the working-class, even when not directly engaged in the labour-process, is just as much an appendage of capital as the ordinary instruments of labour. Even its individual consumption is, within certain limits, a mere factor in the process of the reproduction of capital. That, process, however, takes good care to prevent these self-conscious instruments from leaving it in the lurch, for it constantly transforms their product, as fast as it is made, into the property of capital. Individual consumption provides, on the one hand, the means for their maintenance and reproduction: on the other hand, it secures by the annihilation of the necessaries of life the continued reappearance of the workman in the labour-market. The Roman slave was held by fetters: the wage-labourer is bound to his owner by invisible threads. The appearance of independence is kept up by means of a constant change of employers, and by the fictio juris of a contract. 


In former times, capital resorted to legislation, whenever necessary, to enforce its proprietary rights over the free labourer. For instance, down to 1815, the emigration of mechanics employed in machine making was, in England, forbidden, under heavy pains and penalties. 


The reproduction of the working class carries with it the transmission and accumulation of skill, that is handed down from one generation to another. To what extent the capitalist reckons the existence of such a skilled class among the factors of production that belong to him by right, is seen so soon as a crisis threatens him with its loss. In consequence of the civil war in the United States and of the accompanying cotton famine, the majority of the cotton operatives in Lanceshire were, as is well known, thrown out of work. Both from the working-class itself, and from other ranks of society, there arose a cry for State aid, or for voluntary subscriptions, in order to enable the "superfluous" hands to emigrate to the colonies or to the United States. Thereupon, the Times published on the 24th March, 1863, a letter from Edmund Potter, a former president of the Manchester Chamber of Commerce. This letter was rightly called, in the House of Commons, the manufacturers' manifesto. We cull here a few characteristic passages, in which the proprietary rights of capital over labour-power are unblushingly asserted. 


"He" (the man out of work)"may be told the supply of cotton-workers is too large .... and .... must .... in fact be reduced by a third, perhaps, and that then there will be a healthy demand for the remaining two-thirds .... Public opinion .... urges emigration .... The master (i. e. the cotton manufacturer) cannot willingly see his labour supply being removed; he may think, and perhaps justly, that it is both wrong and unsound . . . . But if the public funds are to be devoted to assist emigration, he has a right to be heard, and perhaps to protest." Mr. Potter then shows how useful the cotton trade is, how the "trade has undoubtedly drawn the surplus-population from Ireland and from the agricultural districts", how immense is its extent, how in the year 1860 it yielded 5/13 ths of the total English exports, how, after a few years, it will again expand by the extension of the market, particularly of the Indian market, and by calling forth a plentiful supply of cotton at 6d. per Ib. He then continues: "Time . . .  one, two, or three years, it may be, will produce the quantity .... The question I would put then is this: Is the trade worth retaining? Is it worth while to keep the machinery (he means the living labour machines) in order, and is it not the greatest folly to think of parting with that? I think it is. I allow that the workers are not a property, not the property of Lancashire and the masters; but they are the strength of both; they are the mental and trained power which cannot be replaced for a generation; the mere machinery which they work might much of it be beneficially replaced, nay improved, in a twelvemonth. [3] Encourage or allow (!) the working-power to emigrate, and what of the capitalist? .... Take away the cream of the workers, and fixed capital will depreciate in a great degree, and the floating will not subject itself to a struggle with the short supply of inferior labour .... We are told the workers wish it (emigration). Very natural it is that they should do so .... Reduce, compress the cotton trade by taking away its working power and reducing their wages expenditure, say one-fifth, or five millions, and what then would happen to the class above, the small shopkeepers; and what of the rents, the cottage rents .... Trace out the effects upward to the small fanner, the better householder, and . . . the landowner, and say if there could be any suggestion more suicidal to all classes of the country than by enfeebling a nation by exporting the best of its manufacturing population, and destroying the value of some of its most productive capital and enrichment .... Can anything be worse for landowners or masters than parting with the t the workers, and demoralising and disappointing the rest by an extended depletive emigration, a depletion of capital and value in an entire province?" 


Potter, the chosen mouthpiece of the manufacturers, distinguishes two sorts of "machinery", each of which belongs to the capitalist, and of which one stands in his factory, the other at night-time and on Sundays is housed outside the factory, in cottages. The one is inanimate, the other living. The inanimate machinery not only wears out and depreciates from day to day, but a great part of it becomes so quickly superannuated, by constant technical progress, that it can be replaced with advantage by new machinery after a few months. The living machinery, on the contrary, gets better the longer it lasts, and in proportion as the skill, handed from one generation to another, accumulates. The Times answered the cotton lord as follows: 


"Mr. Edmund Potter is so impressed with the exceptional and supreme importance of the cotton masters that, in order to preserve this class and perpetuate their profession, he would keep half a million of the labouring class confined in a great moral workhouse against their will. 'Is the trade worth retaining?' asks Mr. Potter. Certainly by all honest means it is, we answer. 'Is it worth while keeping the machinery in order?' again asks Mr. Potter. Here we hesitate. By the 'machinery' Mr. Potter means the human machinery, for he goes on to protest that he does not mean to use them as an absolute property. We must confess that we do not think it "worth while", or even possible, to keep the human machinery in order that is to shut it up and keep it oiled till it is wanted. Human machinery will rust under inaction, oil and rub it as you may. Moreover, the human machinery will, as we have just seen, get the steam up of its own accord, and burst or run amuck in our great towns. It might, as Mr. Potter says, require some time to reproduce the workers, but, having machinists and capitalists at hand, we could always find thrifty, hard, industrious men wherewith to improvise more master manufacturers than we can ever want. Mr. Potter talks of the trade reviving "in one, two, or three years", and he asks us not "to encourage or allow (!) the working power to emigrate". He says that it is very natural the workers should wish to emigrate; but he thinks that in spite of their desire, the nation ought to keep this half million of workers, with their 700 000 dependents, shut up in the cotton districts; and as a necessary consequence, he must of course think that the nation ought to keep down their discontent by force, and sustain them by alms and upon the chance that the cotton masters may some day want them . . . The time is come when the great public opinion of these islands must operate to save this 'working power' from those who would deal with it as they would deal with iron, and coal, and cotton." 


The Times article was only a jeu d'esprit. "The great public opinion", was in fact of Mr. Potter's opinion, that the factory operatives are part of the movable fittings of a factory. Their emigration was prevented. [4] They were locked up in that moral workhouse, the cotton districts, and they form, as before the strength of the cotton manufacturers of Lancashire. 


Capitalist production, therefore, of itself reproduces the separation between labour power and the means of labour. 1. 1 hereby reproduces and perpetuates the condition for exploiting the labourer. It incessantly forces him to sell his labour power in order to live, and enables the capitalist to purchase labour power in order that he may enrich himself. It is no longer a mere accident, that capitalist and labourer confront each other .in the market as buyer and seller. It is the process itself that incessantly hurls back the labourer on to the market as a vendor of his labour power, and that incessantly converts his own product into a means by which another man can purchase him. 


Capitalist production, therefore, under its aspect of a continuous connected process, of a process of reproduction, produces not only commodities, not only surplus-value, but it also produces and reproduces the capitalist relation: on the one side the capitalist, on the other the wage-labourer. 


(B) Increase of Capital by means of Surplus-Value. Capitalist Property. 


(Extracted from vol. II, ch. 24, section 1.) 


Hitherto we have investigated how surplus-value emanates from capital; we have now to see how capital arises from surplus-value. Employing surplus-value as capital, reconverting it into capital, is called accumulation of capital. 


First let us consider this transaction from the standpoint of the individual capitalist. Suppose a spinner to have advanced a capital of £10 000, of which four-fifths (£ 8000) are laid out in cotton, machinery, &c., and one-fifth (£ 2000) in wages. Let him produce 240000 Ibs. of yarn annually, having a value of £ 12 000. The rate of surplus-value being 100 %, the surplus-value lies in the surplus or net product of 40000 Ibs. of yam, one sixth of the gross product, with a value of 2000 which will be realised by a sale. £ 2000 is £ 2000. We can neither see nor smell in this sum of money a trace of surplus-value. When we know thru given value is surplus-value, we know how its owner ca. by it; but that does not alter the nature either of value or of money. 


In order to convert this additional sum of £ 2000 into capital, the master spinner will, all circumstances remaining as before, advance four-fifths of it (£ 1600) in the purchase of cotton, &c. and one-fifth (£ 400) in the purchase of additional spinners, who will find in the market the necessaries of life whose value the master has advanced to them. Then the new capital of £ 2000 functions in the spinning mill, and brings in, in its tun ins-value of £ 400. 


The capital-value was originally advanced in money form. If the 200000 Ibs. of yarn, in which it is invested, be sold, the capital-value regains its original form. The surplus-value, on the contrary, is from the beginning the value of a definite portion ofthe gross product. Through the sale, therefore, the original form of the surplus-value is altered. From this moment the capital-value and the surplus-value are both of them sums of money, and their reconversion into capital takes place in precisely the same way. The one, as well as the other, is laid out by the capitalist in the purchase of commodities that place him in a position to begin afresh the fabrication of his goods^ and this time, on an extended scale. But in order to be able to buy those commodities, he must find them ready in the market. 


Commodities, which are to be bought on the market, must be produced beforehand. The transactions in the market effectuate only the interchange of the individual components of the annual product, transfer them from one hand to another, but can neither augment the total annual production, nor alter the nature of the objects produced. 


The annual production must in the first place furnish all those objects (use-values) from which the material components of capital, used up in the course of the year, have to be replaced. Deducting these there remains the net or surplus-product, in which the surplus-value lies. And of what does this surplus-product consist? Perhaps of things destined to satisfy the wants and desires of the capitalist class? Were that the case, the cup of surplus-value would be drained to the very dregs. 


We cannot, except by a miracle, convert into capital any thing but such articles as can be employed in the labour-process (i e., means of production), and such further articles as are suitable for the sustenance of the labourer, (i. e., means of subsistence). Consequently, a part of the annual surplus-labour must have been applied to the production of additional means of production and subsistence, over and above the quantity of these things required to replace the capital advanced. In other words, surplus-value is convertible into capital solely because the surplus-product, whose value it is, already comprises the material elements of new capital. 


Now in order to allow of these elements actually functioning as capital, the capitalist class requires additional labour. If the exploitation of the labourers already employed do not increase, either extensively or intensively, then additional labour-power must be found. For this the mechanism of capitalist production provides beforehand, since the wages suffice, not only for the maintenance, but for the increase of the working class. It is only necessary for capital to incorporate this additional labour-power, annually supplied by the working class in the shape of labourers of all ages, with the surplus means of production comprised in the annual produce, and the conversion of surplus-value into capital is complete. 


Let us now return to our illustration. It is the old story: Abraham begat Isaac, Isaac begat Jacob, and so on. The original capital of £ 10 000 brings in a surplus-value of 2000, which is capitalised. The new capital of £ 2000 brings in a surplus-value of £ 400, and this, too, is capitalised, converted into a second additional capital, which, in its turn, produces a further surplus-value of 80. And so the ball rolls on. 


We here leave out of consideration the portion of the surplus-value consumed by the capitalist. Just as little does it concern us, for the moment, whether the additional capital is joined on to the original capital, or is separated from it to function independently; whether the same capitalist, who accumulated it, employs it, or whether he hands it over to another. This only we must not forget, that by the side of the newly formed capital, the original capital continues to reproduce itself, and to produce surplus-value, and that this is also true of all accumulated capital. 


The original capital was formed by the advance of £ 10000. How did the owner become possessed of it? By his own labour and that of his forefathers , answer unanimously the spokesmen of political economy. 


But it is quite otherwise with regard to the additional capital of £ 2000. How that originated we know perfectly well. It is capitalised surplus-value. There is not one single atom of its value that does not owe its existence to unpaid labour. The means of production, with which the additional labour-power is incorporated, as well as the necessaries with which the labour are sustained, are nothing but component parts of the surplus product, of the tribute annually exacted from the working class by the capitalist class. Though the latter with a portion of that tribute purchases the additional labour power even at its full price, so that equivalent is exchanged for equivalent, yet the transaction is for all that only the old dodge of every conqueror who buys commodities from the conquered with the money he has robbed them of. 


If the additional capital employs the person who produced it, this producer must not only continue to augment the value of the original capital, but must buy back the fruits of his previous labour with more labour than they cost. When viewed as a transaction between the capitalist class and the working class, it makes a difference that additional labourers are employed by means of the unpaid labour' of the previously employed labourers. The capitalist may even convert the additional capital into a machine which throws the workman who made it out of work, and which replaces them by a few children. In every case the working class creates by the surplus-labour of one year the capital destined to employ additional labour in the following year. 


The accumulation of the first additional capital of £ 2000 presupposes a value of £ 10000 belonging to the capitalist by virtue of his ?primitive labour?, and advanced by him. The second additional capital of £ 400 presupposes, on the contrary, only the previous accumulation of the £ 2000, of which the £ 400 is the surplus-value capitalised. The ownership of past unpaid labour is henceforth the sole condition for the appropriation of living unpaid labour on a constantly increasing scale. The more the capitalist has accumulated, the more is he able to accumulate. 


Owing to the process just described, i. e. the constant increase of capital by means of the surplus-value previously made, of which a part is invariably applied to the purchase of new labour power (and we will even assume that the latter is bought at its real value) it is evident that private property, based on the production and circulation of commodities, becomes changed into its very opposite. The exchange of equivalents has now become turned round in such a way that there is only an apparent exchange. This is owing to the fact, first, that the capital which is exchanged for labour power is itself but a portion of the product of others' labour appropriated without an equivalent; and, secondly, that this capital must not only be replaced by its producer, but replaced together with a surplus. The exchange between capitalist and labourer becomes a mere form, foreign to the real nature of the transaction, and only mystifying it. The ever repeated purchase and sale of labour power is now the mere form; what really takes place is this: the capitalist again and again appropriates, without equivalent, a portion of the labour of others, (already existing in the commodities), and exchanges it for a greater quantity of living labour. At first the rights of property seemed to us to be based on a man's own labour. At least, some such assumption was necessary, since only commodity owners with equal rights confronted each other, and the sole means by which a man colild become possessed of the commodities of others, was by alienating his own commodities; and these could be replaced by labour alone. Now, however, property turns out to be the right, on the part of the capitalist, to appropriate the unpaid labour of others or its product, and to be the impossibility, on the part of the labourer, of appropriating his own product. 


We have seen that even in the case of simple reproduction, all capital, whatever its original source, becomes converted into capitalised surplus-value. But in the Flood of production all the capital originally advanced becomes a vanishing quantity, compare! with the directly accumulated capital, i. e., with the surplus-product that is reconverted into capital, whether it function in the hands of its accumulator, or in those of others. 


It is evident [5] that only a portion of the surplus-value can be converted into capital, and that another portion must serve for the sustenance of the capitalist. The larger the one of these parts, the smaller is the other. The less the capitalist consumes, the. greater will be the accumulation. 


The historical value and justification of the capitalist are to be found in the fact that he ruthlessly forces the human race to produce for production's sake; he thus forces the development of the productive powers of society, and creates those material conditions, which alone can form the real basis of a higher form of society, a society in which the full and free development of every individual forms the ruling principle. Moreover, the development of capitalist production makes it constantly necessary to keep increasing the amount of the capital laid out in a given industrial undertaking; and competition compels each individual capitalist to keep constantly extending his capital, in order to preserve it, but extend it he cannot, except by means of progressive accumulation 


Notes


[1]  "The labourers in the mines of S. America, whose daily task (the heaviest perhaps in the world) consists in bringing to the surface on their shoulders a load of metal weighing from 180 to 200 pounds, from a depth of 450 feet, live on bread and beans only; they themselves would prefer the bread alone for food, but their masters, who have found out that the men cannot work so hard on bread, treat them like horses, and compel them to eat beans; beans, however, are relatively much richer in bone-earth (phosphate of lime) than is bread.? (Liebig, Chemistry in its application to Agriculture and Physiology, 7th German ed., 1862, vol. I, p. 194, note.) 


[2] James Mill. Elements of Political Economy, French translation by Parissot. Paris, 1823, p. 238, sqq. 


[3] It will not be forgotten that this same capital sings quite another song, under ordinary circumstances, when there is a question of reducing wages. Then the masters exclaim with one voice: ?The factory operative should keep in wholesome remembrance the fact that theirs is really a low species of skilled labour; and that there is none which is more easily acquired, or of its quality more amply remunerated, or which, by a short training of the least expert, can be more quickly, as well as abundantly, acquired .... The master's machinery? (which we now learn can be replaced with advantage in 12 months) ?really plays a far more important part in the business of production than the labour and skill of the operatives? (who cannot now be replaced under 30 years), ?which six months' education can 'teach, and a common labourer can learn.? (See ante, p. 101.) 


[4] Parliament did not vote a single farthing in aid of emigration, but simply passed some Acts empowering the municipal corporations to keep the operatives in a half-starved state, i. e., to exploit them at less than the normal wages. On the other hand, when 3 years later, the cattle disease broke out, Parliament broke wildly through its usages and voted, straight off, millions for indemnifying 'the millionaire landlords, whose farmers in any event came off without loss, owing to the rise in the price of meat. 


[5] From here on vol. II ch. 24, so 
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Influence of the Accumulation of Capital on the Working class.  - The Industrial Reserve-Army. - The Theory of the Growing Impoverishment of the Masses. 


(Extracted from vol. II, ch. 25.) 


When a part of the surplus-value is turned into capital and employed as additional capital, it is evident that such additional capital requires, in its turn, labour. All other circumstances remaining the same, and a definite mass of means of production (constant capital) constantly needing the 'same mass of labour power (variable capital) to set it in motion, then the_ demand for labour will increase, and this the quicker the more rapidly the capital increases. Capital produces yearly a surplus-value, of which part is yearly added to the original value; this surplus-value increases every year, because the capital (as a consequence of accumulation) increases; lastly, when a special stimulus to enrichment arises, such as the opening of new markets, or of new spheres for the outlay of capital in consequence of newly developed social wants, &c., a reduction of the private consumption of the capitalists suffices in order to accumulate a great deal more surplus-value. For all these reasons the requirements of accumulating capital may exceed the increase of the number of labourers, and, therefore, wages may rise. This must, indeed, ultimately be the case if the conditions supposed above continue. For since in each year more labourers are employed than in its predecessor, sooner or later a point must be reached, at which the requirements of accumulation begin to surpass the customary supply of labour, and, therefore, a rise of wages takes place, mentation on this score was heard in England during the whole of the fifteenth, and the first half of the eighteenth centuries. The more or less favourable circumstances in which the wage-working class supports and multiplies itself, in no way alter the fundamental character of capitalist production. As simple reproduction constantly reproduces the capital-relation itself, i. e., the relation of capitalists on the one hand, and wage-workers on the other, so reproduction on a progressive scale, i. e. accumulation, reproduces the capital-relation on a progressive scale, more capitalists or larger capitalists at this pole, more wage-workers at that. Accumulation df capital is, therefore, increase of the proletariat. [1] 


As early as 1696 John Sellers says: "For if one had a hundred thousand acres of land and as many pounds in money, and as many cattle, without a labourer, what would the rich man be, but a labourer? And as the labourers make men rich, so the more labourers, there will be the more rich men .... the labour of the poor being the mines of the rich." So also Bertrand de Mandeville at the beginning of the eighteenth century (1728): "It would be easier, where property is well secured, to live without money than without poor; for who would do the work? .... As they (the poor) ought to be kept from starving, so they should receive nothing worth saving. If here and there one of the lowest class by uncommon industry, and pinching his lifts himself above the condition he was brought up in, nobody ought to hinder him; nay, it is undeniably the wisest course for every person in the society, and for every private family to be frugal; but it is the interest of all rich nations, that the greatest part of the poor should almost never be idle, and yet continually spend what they get .... Those that get their living by their daily labour . . . have nothing to stir them up to be serviceable but their wants, which it is prudence to relieve, but folly to cure. The only thing then that can render the labouring man industrious, is a moderate quantity of money, for as too little will, according as his temper is, either dispirit or make him desperate, so too much will make him insolent and lazy .... From what has been said, it is manifest, that, in a free nation, where slaves are not allowed of, the surest wealth consists in a multitude of laborious poor; for besides that they are the never-failing nursery of fleets and armies, without them there could be no enjoyment, and no product of any country could be valuable. To make the society?(which of course consists of non-workers) "happy and people easier under the meanest circumstances, it is requisite that great numbers of them should be ignorant as well as poor; knowledge both enlarges and multiplies our desires, and the fewer things a man wishes for, the more easily his necessities may be supplied."


What Mandeville, an honest, clear-headed man, had not yet seen, is that the mechanism of the process of accumulation itself increases, along with the capital, the mass of "labouring poor", i. e., the wage-labourers. 


Under the conditions of accumulation supposed thus far, which conditions are those most favourable to the labourers, their relation of dependence upon capital takes on an endurable form. A larger part of their own surplus-product, always increasing and continually transformed into additional capital, comes back to them in the shape of means of payment, so that they can extend the circle of their enjoyments; can make some additions to their consumption-fund of clothes, furniture, &c., and can lay by small reserve-funds of money. But just as little as better clothing, food, and treatment, and a larger peculium, do away with the exploitation of the slave, so little do they set aside that of the wage-worker. A rise in the price of labour, as a consequence of accumulation of capital, only means, in fact, that the length and weight of the golden chain the wage-worker has already forged for himself allow of a relaxation of the tension of it. An increase of wages only means at best a quantitative diminution of the unpaid labour that the worker has to supply. This diminution can never reach the point at which it would threaten the system itself. Either the price of labour keeps on rising, because its rise does not interfere with the progress of accumulation. In this there is nothing wonderful, for, says Adam Smith, (1774), after these (profits) are diminished, stock may not only continue to increase, but to increase much faster than before .... A great stock, though with small profits, rally increases faster than a small stock with great profits*. In this case it is evident that a diminution in the unpaid labour in no way interferes with the extension of the domain of capital. Or, on the other hand, accumulation slackens in consequence of the rise in the price of labour, because the stimulus of. gain is blunted. The rate of accumulation lessens: but, simultaneously, the extensive demand for labour power, due precisely to the large accumulation, ceases; and wages fall again. The mechanism of the process of capitalist production removes the very obstacles that it temporarily creates. 


We see thus: in the first case, it is not the diminished rate either of the absolute or of the proportional increase in labouring population, which causes capital to be in excess, but conversely the excess of capital that makes exploitable labour power insufficient. In the second case, it is not the increase in labour power or labouring population, that makes capital insufficient; but, conversely, the relative diminution of capital that causes the exploitable labour power, or rather its price, to be in excess. It is these absolute movements of the accumulation of capital which are reflected as relative movements of the mass of exploitable labour power, and therefore seem produced by the latter's own independent movement. It is a grave error, to interpret the above phenomena of accumulation by saying that there are now too few, now too many wage-labourers. 


It is, therefore, neither the actual extent of social wealth, nor the magnitude of the capital already functioning, that lead to a rise of wages, but only the constant growth of accumulation and the degree of rapidity of that growth. So far we have, in our study of this process, proceeded from the assumption that the productive power of labour remains the same, i. e. that the same amount of menus of production requires the same amount of labour power to apply it; and that the division of capital into constant and variable portions, i. e., the relation of c to v, remains unchanged. But this assumption is shown, by a closer analysis of the process, to be erroneous. 


The productive power of labour is increased by accumulation. "The same cause", says Adam Smith, "which raises the wages of labour, the increase of stock, tends to increase its productive powers, and to make a smaller quantity of labour produce a greater quantity of work." Increasing productiveness of labour implies, however, that the same quantity of labour (v) consumes a larger quantity of means of production (c). The inner, technical composition of the capital must change, in the course of the process of accumulation, in such a manner that a relatively larger portion of the capital is laid-out in means of production (c), and a relatively smaller portion in labour power (v). 


There may be, e. g., originally 50 per cent, of a capital laid out in means of production, and 50 per cent, in labour power; later on, with the development of the productivity of labour, 80 per cent, in means of production, 20 per cent, in labour power, and so on. This law of the progressive increase in constant capital, in proportion to the variable, is confirmed at every step (as already shown) by the comparative analysis of the prices of commodities, whether we compare different economic epochs or different nations in the same epoch. 


This diminution in the variable part of capital as compared with the constant, or the altered value composition of the capital, however, only shows approximately the change in the composition of its material constituents. If, e. g., the capital-value employed to-day in spinning is 7/8 constant and 1/8 variable, whilst at the beginning of the 18th century it was 1/2 constant and 1/2 variable, on the other hand the mass of raw material, instruments of labour, &c., that a certain quantity of spinning labour consumes productively to-day, is many hundred times greater than at the beginning of the 18th century. The reason is simply that, with the increasing productivity of labour, not only does the mass of the means of production consumed by it increase, but their value compared with their mass diminishes. Thus although the difference between constant and variable capital increases, the difference between the mass of the means of production into which the constant capital is turned, and the mass of the labour power into which the variable capital is turned, increases much more rapidly. 


But, if the progress of accumulation lessens the relative magnitude of the variable part of capital, it by no means, in doing this, excludes the possibility of a rise in its absolute magnitude. Suppose that a capital-value at first is divided into 50 per cent, of constant and 50 per cent, of variable capital; later into 80 per cent, of constant and 20 per cent, of variable. If in the meantime the original capital, say £ 6000, has increased to £ 18000, its variable constituent has also increased. It was £ 3000, it is now £ 3600. But whereas formerly an increase of capital by 20 per cent, would have sufficed to raise the demand for labour 20 per cent., now this latter rise requires a tripling of the original capital. 


In another chapter it was shown how the development of the productiveness of social labour presupposes cooperation on a large scale; how it is only upon this supposition that division and combination of labour can be organised, and the means of production economised by concentration on a vast scale; how instruments of labour which, from their very nature, are only fit for use in common, such as a system of machinery, can be called into being; how colossal natural forces can be placed at the service of production. On the basis of the production of commodities, where the means of production are the property of private persons, and where the artisan therefore either produces commodities, isolated from and independent of others, or sells his labour power as a commodity, because he lacks the means for independent industry, cooperation can realise itself only in the increase of individual capitals, only in proportion as the means of social production and the means of subsistence are transformed into the private property of capitalists. The basis of the production of commodities can admit of production on a large scale in the capitalistic form alone. A certain accumulation of capital, in the hands of individual producers of commodities, forms therefore the necessary preliminary of the specifically capitalistic mode of production. But all methods for raising the social productive power of labour that are developed on this basis, are at the same time methods for the increased production of surplus-value or surplus-product, which in its turn is the formative element of accumulation. They are, therefore, at the same time methods of the accelerated accumulation of capital. The continual retransformation of surplus-value into capital now appears in the shape of the increasing magnitude of the capital that enters into the process of production. This in turn is the basis of an extended scale of production, of the methods for raising the productive power of labour that accompany it, and of accelerated production of surplus-value. If, therefore, a certain degree of accumulation of capital appears as a condition of the specifically capitalist mode of production, the latter causes conversely an accelerated accumulation of capital. With accumulation of capital, therefore, the specifically capitalistic mode of production developes, and with the capitalist mode of production the accumulation of capital. Both these economic factors bring about, in the compound ratio of the impulses they reciprocally give one another, that change in the technical composition of capital by which the variable constituent becomes always smaller and smaller as compared with the constant. 


Every individual capital is a larger or smaller concentration of means of production, with a corresponding command over a larger or smaller labour army. Every accumulation becomes the means of new accumulation. With the increasing mass of wealth which functions as capital, accumulation increases the concentration of that wealth in 'the hands of individual capitalists, and thereby widens the basis of production on a large scale and of the specific methods of capitalist production. The growth of social capital is effected by the growth of many individual capitals. At the same time portions of the original capitals disengage themselves and function as new independent capitals. Besides other causes, the division of property, within capitalist families, plays a great part in this. With the accumulation of capital, therefore, the number of capitalists grows to a greater or less extent. Acumulation and the concentration accompanying it are, therefore, not only scattered over many points, but the increase of each functioning capital is thwarted by the formation of new and the sub-division of old capitals. Accumulation, therefore, presents itself on the one hand as increasing concentration of the means of production, and of the command over labour; on the other, as repulsion of many individual capitals one from another. 


This splitting-up of the total social capital into many individual capitals or the repulsion of its fractions one from another, is counteracted by their attraction. This means concentration of capitals already formed, destruction of their individual independence, expropriation of capitalist by capitalist, transformation of many small into few large capitals. This process differs from the process of accumulation in this, that it only presupposes a change in the distribution of capital already to hand, and functioning; its field of action is therefore not limited by the growth of social wealth. Capital grows in one place to a huge mass in a single hand, because it has in another place been lost by many. This is centralisation proper, as distinct from accumulation and concentration. 


The battle of competition is fought by cheapening of commodities. The cheapness of commodities depends, other conditions remaining the same, on the productiveness of labour, and this again on the scale of production. Therefore, the larger capitals beat the smaller. It will further be remembered that, with the development of the capitalist mode of production, there is an increase in the minimum amount of individual capital necessary to carry on a business under its normal conditions. The smaller capitals, therefore, crowd into spheres of production which modern industry has only sporadically or incompletely got hold of. Here competition always ends in the ruin of many small capitalists, whose capitals partly pass into the hand of their conquerors, partly vanish. Apart from this, with capitalist production an altogether new force comes into play - the credit system. Not only is this itself a new and mighty weapon in the battle of competition. By unseen threads it, moreover, draws the disposable money, scattered in larger or smaller masses over the surface of society, into the hands of individual or associated capitalists. It is the specific machine for the centralisation of capitals. 


The centralisation of capital becomes more intense, in proportion as the specifically capitalist mode of production developes along with accumulation, In its turn, centralisation becomes one of the greatest levers of this development. It completes the process of accumulation by enabling the capitalists to extend their business. And the extension of industrial undertakings forms the starting-point for a comprehensive organisation of the cooperation of large numbers, for a broader development of their material impulses. 


But it is clear that the accumulation of capital, its gradual growth by the means of capitalised surplus-value, is a slow process in comparison with the process of centralisation, which only draws already existing capitals together and alters their grouping. The world would still to-day (1874) be without railways if it had had to wait till the accumulation of some individual capitals reached a point permitting the latter to undertake the construction of a railway line. Centralisation, through the medium of joint-stock companies, made that construction possible without delay. And, whereas centralisation thus accentuates and accelerates the effects of accumulation, it also extends the scope of, and hastens, the revolutions brought about in the technical composition of capital, which increase the latter's constant part at the expense of its variable one, thus reducing proportionately the demand for labour. 


The masses of capital joined together overnight by the process of centralisation reproduce themselves and increase in the same way as other capitals, but more rapidly; and thus they become new and powerful levers of accumulation. 


The increasing bulk of individual masses of capital becomes the material basis of an uninterrupted revolution in the mode of production itself. Continually the capitalist mode of production conquers branches of industry not yet wholly, or only sporadically, or only formally, subjugated by it. At the same time there grow up on its soil new branches of industry, such as could not exist without it. Finally, in the branches of industry already carried on upon the capitalist basis, the productiveness of labour is made to ripen, as if in a hothouse. In all these cases, the number of labourers falls in proportion to the mass of the means of production worked up by them. An ever increasing part of the capital is turned into means of production, an ever decreasing one into labour power. With the extent, the concentration and the technical efficiency of the means of production, the degree lessens progressively in which the latter are means of employment for labourers. A steam plough is an incomparably more efficient means of production than the ordinary plough, but the capital expended on it is an incomparably smaller means for employing men than if it were laid out in ordinary ploughs. 


At first, it is the mere adding of new capital to old, which allows of the expansion and technical revolution of the material conditions of the process of production. But soon the change of composition and the technical transformation get more or less completely hold of all old capital that has reached the term of its reproduction, and therefore has to be replaced. 


On the one hand, therefore, the additional capital formed in the course of accumulation attracts fewer and fewer labourers in proportion to its magnitude. On the other hand, the old capital periodically reproduced with change of composition, repels more and more of the labourers formerly employed by it. 


The development of the productive power of labour, and the change thence resulting in the organic composition of capital, do not merely keep pace with the advance of accumulation, or with the growth of social wealth. They develop at a much quicker rate, because mere accumulation, the absolute increase of the total social capital, is accompanied by the centralisation of the individual capitals of which that total is made up; and because the change in the technological composition of the additional capital causes a similar change in the technological composition of the original capital. With the advance of accumulation, therefore, the proportion of constant to variable capital changes. If it was originally say 1 : 1, it now becomes successively 2 : 1, 3 : 1, 4 : 1, 5 : 1, 7:1, &c., so that, as the capital increases, instead of 1/2 of its total value, only 1/3, 1/4, 1/5, 1/6, 1/8 &C is transformed into labour power, and, on the other hand, 2/3, 3/4, 4/5, 5/6, 7/8, into means of production. Since the demand for labour is determined not by the amount of capital as a whole, but by its variable constituent alone, that demand falls progressively with the increase of the total capital, instead of, as previously assumed, rising in proportion to it. It falls relatively to the magnitude of the total capital, and at an accelerated rate, as this magnitude increases. With the growth of the total capital, its variable constituent or the labour power incorporated in it, also increases, but in a constantly diminishing proportion. The intermediate pauses are shortened, in which accumulation works as simple extension of production, on a given technical basis. It is not merely that an accelerated accumulation of total capital, accelerated in a constantly growing progression, is needed to absorb an additional number of labourers, or even, on account of the constant metamorphosis of old capital, to keep employed those already functioning. In its turn, this increasing accumulation and centralisation becomes a source of new changes in the composition of capital, of a more accelerated diminution of its variable, as compared with its constant constituent. This accelerated relative diminution of the variable constituent, that goes along with the accelerated increase of the total capital, and moves more rapidly than this increase, makes it appear, on the other hand, as if the labouring population were increasing faster than the variable capital or the means of employment. But in fact, it is capitalistic accumulation itself that constantly produces a population of greater extent than suffices for the needs of the self-expansion of capital. The labouring population therefore produces, along with the accumulation of capital produced by it, in an ever increasing degree the means by which itself is made relatively superfluous. This is a law of population peculiar to the capitalist mode of production; and in fact every special historic mode of production has its own special laws of population, historically valid within its limits alone. An abstract law of population exists for plants and animals only, and only in so far as man has not interfered with them. 


But if a surplus labouring population is a necessary product of accumulation or of the development of wealth on a capitalist basis, this surplus population becomes, conversely, the lever of capitalistic accumulation, nay, a condition of existence of the capitalist mode of production. It forms a disposable industrial reserve army, that belongs to capital quite as absolutely as if the latter had bred it at its own cost. Independently of the limits of the actual increase of population, it creates, for the changing need of the self-expansion of capital, a mass of human material always ready for exploitation. With accumulation, and the development of the productiveness of labour that accompanies it, the power of sudden expansion of capital grows also. The mass of social wealth, overflowing with the advance of accumulation, and transformable into additional capital, thrusts itself frantically into old branches of production, whose market suddenly expands, or into newly formed branches, such as railways, &c., the need for which grows out of the development of the old ones. In all such cases, there must be the possibility of throwing great masses of men suddenly on the decisive points without withdrawing them from the other branches of production. Over-population supplies these masses. The course characteristic o; modern industry, viz., a decennial cycle (interrupted by smaller oscillations) of periods of average activity, production at high pressure, crisis and stagnation, depends on the constant formation, the greater or lesser absorption, and the re-formation of the industrial reserve army or surplus population. 


This peculiar course of modern industry, which occurs in no earlier period of human history, was also impossible in the childhood of capitalist production. The composition of capital (c and v) changed but very slowly. With its accumulation, therefore, there kept pace, on the whole, a corresponding growth in the demand for labour. Slow as was the advance of accumulation compared with that of more modern times, it found a check in the natural limits of the exploitable labouring population, limits, which could only he got rid of by forcible means to be mentioned later. The expansion by fits and starts of the scale of production is the preliminary to its equally sudden contraction; the latter again evokes the former, but the former is impossible without disposable human material, without an increase in the number of labourers independently of the absolute growth of the population. This increase is effected by the simple process that constantly "sets free" a part of the labourers; by methods which lessen the number of labourers employed in proportion to the increased production. The whole form of the movement of modern industry depends, therefore, upon the constant transformation of a part of the labouring population into unemployed or half-employed hands. Capitalist production can by no means content itself with the quantity of disposable labour power which the natural increase of population yields. It requires for its free play an industrial reserve army independent of these natural limits. 


Up to this point it has been assumed that the increase or diminution of the variable capital corresponds rigidly with the increase or diminution of the number of labourers employed. The number of labourers commanded by capital may remain the same, or even fall, while the variable capital increases. This is the case if the individual labourer yields more labour, and therefore his wages increase, and this although the price of labour remains the same or even falls, only more slowly than the mass of labour rises. It is the absolute interest of every capitalist to press a given quantity of labour out of a smaller, rather than a greater number of labourers, if the cost is about the same. In the latter case, the outlay of constant capital increases in proportion to the mass of labour set in action; in the former that increase is much slower. The more extended the scale of production, the stronger this motive. Its force increases with the accumulation of capital. 


We have seen that the development of the capitalist mode of production and of the productive power of labour - at once the cause and effect of accumulation - enables the capitalist, with the same outlay of variable capital, to set in action more labour by greater exploitation of each individual labour power. We have further seen that the capitalist buys with the same capital a greater mass of labour power, as he progressively replaces skilled labourers by less skilled, mature labour power by immature, male by female, that of adults by that of young persons or children. On the one hand, therefore, with the progress of accumulation, a larger variable capital sets more labour in action without enlisting more labourers; on the other, a variable capital of the same magnitude sets in action more labour with the same mass of labour power; and, finally, a greater number of inferior labour powers by displacement of higher. 


The production of a relative surplus population, or the setting free of labourers, goes on therefore yet more rapidly than the technical revolution of the process of production that is accelerated by the advance of accumulation; and more rapidly than the corresponding diminution of the variable part of capital as compared with the constant. In propertion as the productiveness of labour increases, capital increases its supply of labour more quickly than its demand for labourers. The over-work of the employed part of the working class swells the ranks of the reserve, whilst conversely the greater pressure that the latter by its competition exerts on the former, forces these to submit to over-work and to subjugation under the dictates of capital. The condemnation of one part of the working-class to enforced idleness by the over-work of the other part, and the converse, becomes a means of enriching the individual capitalists, and accelerates at the same time the production of the industrial reserve army on a scale corresponding with the advance of social accumulation. How important is this element in the formation of the relative surplus population, is shown by the example of England. Her technical means for "saving" labour are colossal. Nevertheless, if to-morrow (1867) labour generally were reduced to a rational amount, and proportioned to the different sections of the working-class according to age and sex, the working population to hand would be absolutely insufficient for the carrying on of national production on its present scale. The great majority of the labourers now "unproductive" would have to be turned into "productive" ones. 


Taking them as a whole, the general movements of wages are exclusively regulated by 'the expansion and contraction of the industrial reserve army, and these again correspond to the periodic changes of the industrial cycle. They are, therefore, not determined by the variations of the absolute number of the working population, but by the varying proportions in which the working class is divided into active and reserve army, by the increase or diminution in the relative amount of the surplus-population, by the extent to which it is now absorbed, now set free. For modern industry with its decennial cycles and periodic phases (average activity, high pressure, crisis, and stagnation) which moreover, as accumulation advances, are complicated by irregular oscillations following each other more and more quickly, that would indeed be a beautiful law, which pretends to make the action of capital dependent on the absolute variation of the population, instead of regulating the demand and supply of labour by the alternate expansion and contraction of capital, the labour-market now appearing relatively under-full, because capital is expanding, now again over-full, because it is contracting. Yet this is the dogma of the economists. According to them, wages rise in consequence of accumulation of capital. The higher wages stimulate the working population to more rapid multiplication, and this goes on until the labour-market becomes too full. Wages fall, and now we have 'the reverse of the medal. The working population is little by little decimated as the result of the fall in wages, so that capital is again in excess relatively to them, or, as others explain it, falling wages which allow of an increase of profit again accelerate accumulation, whilst, at the same time, the lower wages hold the increase of the working-class in check. Then comes again the time, when the supply of labour is less than the demand, wages rise, and so on. A beautiful mode of motion this for developed capitalist production! Before, in consequence of the rise of wages, any positive increase of the population really fit for work could occur, the time would have been passed again and again, during which the industrial campaign must have been carried through-, the battle fought and won. 


Between 1849 and 1859, a rise of wages practically only nominal, though accompanied by falling prices of corn, took place in the English agricultural districts. In Wiltshire, e. g., the weekly wages rose from 7s. to 8s.; in Dorsetshire from 7s. or 8s. to 9s., &c. This was the result of an unusual exodus of the agricultural population caused by the demands of war, the vast extension of railroads, factories, mines, &c. The lower the wages, the higher is the proportion in which ever so insignificant a rise of them expresses itself. If the weekly wage, e. g., is 20s. and it rises to 22s., that is a rise of 10 per cent.; but if it is only 7s. and it rises to 9s., that is a rise of 28 4/7 per cent, which sounds very fine. Everywhere the farmers were howling, and the London Economist, with reference to these starvation-wages, prattled quite seriously of?"a general and substantial advance".? What did the farmers do now? Did they wait until, in consequence of this brilliant remuneration, the agricultural labourers had so increased and multiplied that their wages must fall again? They introduced more machinery, and in a moment the labourers were redundant again in a proportion satisfactory even to the farmers. There was now ?more capital? laid out in agriculture than before, and in a more productive form. With this the demand for labour fell, not only relatively, but absolutely. 


The above economic dogma confuses the laws that regulate the general movement of wages with the laws that distribute the working population over the different spheres of production. If, e. g., in consequence of favourable circumstances, accumulation in a particular sphere of production becomes especially active, and profits in it, being greater than the average profits, attract additional capital, of course the demand for labour rises and wages also rise. The higher wages draw a larger part of the working population into the more favoured sphere, until it is glutted with labour power, and wages at length fall again to their average level or below it, if the pressure is too great. Then, not only does the immigration of labourers into the branch of industry in question cease; it gives place to their emigration. Here the political economist thinks he sees the why and wherefore of an absolute increase of workers accompanying an increase of wages, and of a diminution of wages accompanying an absolute increase of labourers. But he sees really only the local oscillation of the labour market in a particular sphere of production -- he sees only the phenomena accompanying the distribution of the working population into the different spheres of outlay of capital, according to its varying needs. 


The industrial reserve army, during the periods of stagnation and average prosperity, weighs down the active labour-army; during the periods of over-production and paroxism, it holds its claims in check. Relative surplus-population is therefore the pivot upon which the law of demand and supply of labour works. It confines the field of action of this law within the limits absolutely convenient to the activity of exploitation and to the domination of capital. The mechanism of capitalistic production so manages matters that the increase of capital is accompanied by no corresponding rise in the general demand for labour. 


As soon, therefore, as the labourers learn the secret, how it comes to pass that in the same measure as they work more, as they produce more wealth for others, and as the productive power of their labour increases, so in the same measure even their function as a means of the self-expansion of capital becomes more and more precarious for them; as soon as they discover that the degree of intensity of the competition among themselves depends wholly on the pressure of the relative surplus-population; as soon as, by Trades' Unions, &c., they try to organise a regular cooperation between employed and unemployed in order to destroy or to weaken the ruinous effects of this natural law of capitalistic production on their class: so soon capital and its sycophant, political economy, cry oat at the infringement of the "eternal" and so to say "sacred" law of supply and demand. Every combination of employed and unemployed disturbs the?"harmonious" action of this law. But, on the other hand, as soon as, e. g., in the colonies adverse circumstances prevent the creation of an industrial reserve army and, with it, the absolute dependence of the working class upon the capitalist class, capital, along with its scientific apologist, rebels against the "sacred" law of supply and demand, and tries to check its inconvenient action by forcible means and State interference. 


The relative surplus population exists in every possible form. Every labourer belongs to it during the time when he is only partially employed or wholly unemployed. In the factories properly so-called, as in all the great workshops, where machinery enters as a factor, or where only the modern division of labour is carried out, large numbers of boys are employed up to the age of maturity. When this term is once reached, only a small number continue to find employment in the same branches of industry, whilst the majority are regularly discharged. Part of them emigrates, following in fact capital that has emigrated. One consequence is that female population grows more rapidly than the male, teste England. That the natural increase of the number of labourers does not satisfy the requirements of the accumulation of capital, and yet all the time is in excess of them, is a contradiction inherent to the movement of capital itself. It wants larger numbers of youthful labourers, a smaller number of adults. The contradiction is not more glaring than that other one that there is a complaint of the want of hands, while at the same time many thousands are out of work, because the division of labour chains them to a particular branch of industry. The consumption of labour power by capital is, besides, so rapid that the labourer, half-way through his life, has already more or less completely lived himself out. He falls into the ranks of the supernumeraries, or is thrust down from a higher to a lower step in the scale. It is precisely among the work-people of modern industry, that we meet with the shortest duration of life. Dr. Lee, Medical Officer of Health for Manchester, stated "that the average age at death of the Manchester . . . upper middle class was 38 years, while the average age at death of the labouring- class was 17; while at Liverpool those figures were represented as 35 against 15. It thus appeared that the well-to-do classes had a lease of life which was more than double the value of that which fell to the lot of the less favoured citizens." [2] 


As soon as capitalist production takes possession agriculture and in proportion to the extent to which it does so, the demand for an agricultural labouring population falls absolutely, while the accumulation of the capital employed in agriculture advances. Part of the agricultural population is therefore constantly on the point of passing over into an urban or manufacturing proletariat, and on the look-out for circumstances favourable to this transformation. This source of relative surplus-population is thus constantly flowing. But the constant flow towards the towns presupposes, in the country itself, a constant latent surplus-population, the extent of which becomes evident only when its channels of outlet open to exceptional width. The agricultural labourer is therefore reduced to the minimum of wages, and always stands with one foot already in the swamp of pauperism. 


Another category of the relative surplus-population forms a part of the active labour army, but with extremely irregular employment. Hence it furnishes to capital an inexhaustible reservoir of disposable labour power. Its conditions of life sink below the average normal level of the working class; this makes it at once the broad basis of special branches of capitalist exploitation. It is characterised by maximum of working lime, and minimum of wages. Its chief form is "domestic industry". It recruits itself constantly from the supernumerary forces of modern industry and agriculture, and specially from those decaying branches of industry where handicraft is yielding to manufacture, manufacture to machinery. But it forms at the same time a self-reproducing element of the working class, taking a proportionally greater part in the general increase of that class than the other elements. In fact, not only the number of births and deaths, but the absolute size of the families stand in inverse proportion to the height of wages, and therefore to the amount of means of subsistence oi which the different categories of labourers dispose. This law of capitalistic society would sound absurd to savages, or even civilised capitalists. It calls to mind the boundless reproduction of animals individually weak and constantly hunted down. 


The lowest sediment of the relative surplus-population finally dwells in the sphere of pauperism. Exclusive of vagabonds, criminals, prostitutes, in a word, the "dangerous" classes, this layer of society consists of three categories. First, those able to work. One need only glance superficially at the statistics of English pauperism to find that the quantity of paupers increases with every crisis, and diminishes with every revival of trade. Second, orphans and pauper children. These are candidates for the industrial reserve-army, and are, in times of great prosperity, as 1860, e. g., speedily and in large numbers enrolled in the active army of labourers. Third, the demoralised and ragged, and those unable to work, chiefly people who succumb to their incapacity for adaptation, due to the division of labour, and whose life is longer than the normal life of working-men; finally, the. victims of industry, whose number increases with the increase of dangerous machinery, of mines, chemical works, &c., the mutilated, the sickly, the widows, &c. Pauperism is the hospital of the active labour-army and the dead weight of the industrial reserve-army. Its production is included in that of the relative surplus-population, its necessity in theirs; along with the surplus-population, pauperism forms a condition of capitalist production, and of the capitalist development of wealth. It enters into the faux frais of capitalist production; but capital knows how to throw these, for the most part, from its own shoulders on to those of the working-class and the lower middle class. 


The greater the social wealth, the functioning capital, the extent and energy of its growth, and, therefore, also the absolute mass of the proletariat and the productiveness of its labour, the greater is the industrial reserve army. The same causes which develop the expansive power of capital, develop also the labour power at its disposal. The relative mass of the industrial reserve army increases therefore with the sources of wealth. But the greater this reserve army in proportion to the active labour army, the greater is the mass of a consolidated surplus-population, whose misery is in inverse ratio to its torment of labour. The more extensive, finally, the lazarus-layers of the working-class, and the industrial reserve army, the greater is pauperism. This is the absolute general law of capitalist accumulation. Like all other laws it is modified in its working by many circumstances, the analysis of which does not concern us here. 


The folly is now patent of the economic wisdom, that preaches to the labourers the accomodation of their number to the requirements of capital. The mechanism of capitalist production and accumulation constantly effects this adjustment. The first word of this adaptation is the creation of a relative surplus-population, or industrial reserve army. Its last word is the misery of constantly extending strata of the active army of labour, and the dead weight of pauperism. 


The law by which a constantly increasing quantity of means of production, thanks to the advance in the productiveness of social labour, may he set in movement by a progressively diminishing expenditure of human power, this law, in a capitalist society, is expressed thus: the higher the productiveness of labour, the greater is the pressure of the labourers on the means of employment, the more precarious, therefore, becomes their condition of existence, viz., the sale of their own labour power for the increasing of another's wealth, or for the self-expansion of capital. The fact that the means of production, and the productiveness of labour, increase more rapidly than the productive population, expresses itself, therefore, capitalistically in the inverse form that the labouring population always increases more rapidly than the conditions under which capital can employ this increase for its own self-expansion. 


We saw in the 8th and 9th chapters, within the capitalist system all methods for raising the social productiveness of labour are brought about at the cost of the individual labourer; all means for the development of production transform themselves into means of domination over, and exploitation of, the producers; they mutilate the labourer into a fragment of a man, degrade him to the level of an appendage of a machine, destroy every remnant of charm in his work and turn it into a hated toil; they estrange from him the intellectual potentialities of the labour process in the same proportion as science is incorporated in it as an independent power; they distort the conditions under which he works, subject him during the labour process to a despotism the more hateful for its meanness; they transform his life-time into working-time, and drag his wife and child beneath the wheels of the Juggernaut of capital. But all methods for the production of surplus-value are at the same time methods of accumulation; and every extension of accumulation becomes again a means for the development of those methods. It follows, therefore, that in proportion as capital accumulates, the lot of the labourer, be his payment high or low, must grow worse. The law, finally, that always equilibrates the relative surplus-population, or industrial reserve army, to the extent and energy of accumulation, this law rivets the labourer to capital more firmly than the wedges of Hephaistos did Prometheus to the rock. It establishes an accumulation of misery, corresponding with accumulation of capital. Accumulation of wealth at one pole is, therefore, at the same time accumulation of misery, agony of toil, slavery, ignorance, brutality, moral degradation, at the opposite pole. 


Notes


[1] Economically speaking, the "proletarian" is none other than the wage-worker, whose labour produces and augments capital, and who is thrown out on the street as soon as capital no longer needs his services.


[2] Opening address to the Sanitary Conference, Birmingham, January15th, 1875, by J. Chamberlain, Mayor of the town, now, (1883) President of the Board of Trade. 
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The So-Called Primitive Accumulation 


(Extracted from vol. II, ch. 26, 27, 28, 29, 30, 31.) 


We have seen how through capital surplus-value is made, and from surplus-value more capital. But the accumulation of capital presupposes surplus-value; surplus-value presupposes capitalistic production; capitalistic production presupposes the pre-existence of considerable masses of capital and of labour power in the hands of producers of commodities. The whole movement, therefore, seems to turn in a vicious circle, out of which we can only get by supposing a primitive accumulation preceding capitalistic accumulation; an accumulation not the result of the capitalist made of production, but its starting point. 


Political Economy explains the origin of this primitive accumulation as an anecdote of the past. In times long gone by there were two sorts of people; one, the diligent, intelligent, and, above all, frugal elite; the other, lazy rascals, spending their substance, .and more, in riotous living. Thus it came to pass that the former sort accumulated wealth, and the latter sort had at last nothing to sell except their own skins. And from this original sin dates the poverty of the great majority that, despite all its labour, has up to now nothing to sell but itself, and the wealth of the few that increases constantly although they have long ceased to work. In actual history it is notorious that conquest, enslavement, robbery, murder, briefly force, play the great part. In the tender annals of Political Economy, the idyllic reigns from time immemorial. Right and labour were from all time the sole of enrichment, the present year of course always excepted. As a mailer of fact, the methods of primitive accumulation are anything but idyllic. 


I he capitalist system presupposes the complete separation of the labourers from all property in the means by which they can realise their labour. As soon as capitalist production is once on its own legs, it not only maintains this separation, but reproduces it on a continually extending scale. The process, therefore, that clears the way for the capitalist system, can be none other than the process which takes away from the labourer the possession of his means of production. The so-called primitive accumulation, therefore, is nothing else than the historical process of divorcing the producer from the means of production. 


The economic structure of capitalistic society has grown out of the economic structure of feudal society. The dissolution of the latter set free the elements of the former. 


The labourer could only dispose of his own person after he had ceased to be attached to the soil and ceased to be the slave, serf, or bondman of another. To become a free seller of labour power, who carries his commodity wherever he finds a market, he must further have escaped from the regime of the guilds, their rules for apprentices and journeymen, and the impediments of their labour regulations. Hence, the historical movement which changes the producers into wage-workers, appears, on the one hand, as their emancipation from serfdom and from the fetters of the guilds, and this side alone exists for our bourgeois historians. But, on the other hand, these new freemen became sellers of themselves only after they had been robbed of all their own means of production, and of all the guarantees of existence afforded by the old feudal arrangements. And the history of this, their expropriation, is written in the annals of mankind in letters of blood and fire. 


The industrial capitalists, these new potentates, had on their part not only to displace the guild masters of handicrafts, but also the feudal lords, the possessors of the sources of wealth. In this respect their conquest of social power appears as the fruit of a victorious struggle both against feudal lordship and its revolting prerogatives, and against the guilds and the fetters they laid on the free development of production and the free exploitation of man by man. The chevaliers d'industrie, however, only succeeded in supplanting the knights of the sword by making use of events of which they themselves were wholly innocent. They have risen by means as vile as those by which the Roman freed-man once on a time made himself the master of his patronus. 


The starting-point of the development that gave rise to the wage-labourer as well as to the capitalist, was the servitude of the labourer. -The advance consisted in a change of form of this servitude, in the transformation of feudal exploitation into capitalist exploitation. To understand its march, we need not go back very far. Although we come across the first beginnings of capitalist production as early as the 14th or 15th century, sporadically, in certain towns of the Mediterranean, the capitalistic era dates from the 16th century. Wherever it appears, the abolition of serfdom has been long effected, and the highest development of the middle ages, the existence of sovereign towns, has been long on the wane. 


In the history of primitive accumulation, those moments are particularly important, when great masses of men are suddenly and forcibly torn from their means of subsistence, and hurled as free and "unattached" proletarians on the labour market. The expropriation of the peasant from the soil, is the basis of the whole process. We will study the latter's history in England. 


In England, serfdom had practically disappeared in the last part of the 14th century. The immense majority of the population consisted then, and to a still larger extent, in the 15 th century, [1] of free peasant proprietors. In the larger seignorial domains, the old bailiff, himself a serf, was displaced by the free farmer. The wage-labourers of agriculture consisted partly of peasants, who utilised their leisure time by working on the large estates, partly of an independent special class of wage-labourers few in numbers. The latter also were practically at the same time peasant farmers, since, besides their wages, they had allotted to them arable land to the extent of 4 or more acres together with their cottages. Besides they, with the rest of the peasants, enjoyed the usufruct of the common land, which gave pasture to their cattle, furnished them with timber, fire-wood, turf, In all countries of Europe, feudal production is characterised by division of the soil amongst the greatest possible number of sub-feudatories. The might of the feudal lord, like that of the sovereign, depended not on the length of his rent roll, but on the number of his subjects, and the latter depended on the number of peasant proprietors. Although, therefore, the English land, after the Norman conquest (1066), was distributed in gigantic baronies, one of which often included some 900 of the old Anglo-Saxon lordships, it was bestrewn with small peasant properties, only here and there interspersed with great seignorial domains. Such conditions, together with the prosperity of the towns so characteristic of the 15 th century, allowed of much wealth of the people; but it excluded the possibility of capitalistic wealth. 


The prelude of the revolution that laid the foundation of the capitalist mode of production, was played in the last third of the 15th, and the first third of the 16th century. A mass of free proletarians was hurled on the labour-market, by the breaking-up of the bands of feudal retainers, who everywhere uselessly filled house and castle. Although the royal power, itself a product of bourgeois development, in its striving after absolute sovereignty, forcibly hastened on the dissolution of these bands of retainers, it was by no means the sole cause of it. In insolent conflict with king and parliament, the great feudal lords created an incomparably larger proletariat by the forcible driving of the peasantry from the land, to which the latter had the same feudal right as the lord himself, and by the usurpation of the common lands. The rapid rise of the Flemish wool manufactures, and the corresponding rise in the price of wool in England, gave the direct impulse to these evictions. The old nobility had been devoured by the great feudal wars. The new nobility was the child of its time, for which money was the power of all powers. Transformation of arable land into sheep-walks was, therefore, its cry. Harrison, in his "Description of England, prefixed to Holinshed's Chronicle", describes how the expropriation of small peasants is ruining the country. The dwellings of the peasants and the cottages of the labourers were razed to the ground or doomed to decay. "If", says Harrison, "the old records of every manour be sought .... it will soon appear that innumerable houses and small farms have disappeared, that the soil feeds far less people, that many towns are decayed, though a few new ones have arisen; .... Of towns and villages pulled down for sheep-walks, and no more but the lordships now standing- in them .... I could say somewhat". The complaints of these old chroniclers are always exaggerated, but they reflect faithfully the impression made on contemporaries by the revolution in the conditions of production. 


Legislation was terrified at this revolution. In his history of Henry VII, Bacon says: "Inclosures at that time (1489) began to be more frequent, whereby arable land was turned into pasture, which was easily rid 'by a few herdsmen; and tenancies for years, lives, and at will (whereupon much of the yeomanry lived) were turned into demesnes. This bred a decay of people, and (by consequence) a decay of towns, churches, tithes, and the like .... In remedying of this inconvenience the king's wisdom was admirable, and the parliament's at that time .... They took a course to take away depopulating inclosures, and depopulating pasturage". An Act of Henry VII., 1480, cap. 19. forbade the destruction of all "houses of husbandry" to which at least 20 acres of land belonged. By an Act, 25 Henry VIII., the same law was renewed. It recites, among other things, "that many farms and large flocks of cattle, especially of sheep, are concentrated in the hands of a few men whereby the rent of land has much risen and tillage has fallen off, churches and houses have been pulled down, and marvellous numbers of people have been deprived of the means wherewith to maintain themselves and their families." The Act, therefore, ordains the rebuilding of the decayed farm-steads, and fixes a proportion between corn land and pasture land, &c. An Act of 1533 recites that some owners possess 24000 sheep, and limits the number to be owned to 2000. (In his Utopia 1516 Thomas More speaks of the remarkable country in which the sheep devour the men). 


The cry of the people and the legislation directed, for 150 years after Henry VII, against the expropriation of the small farmers and peasants, were alike fruitless. 


The process of forcible expropriation of the people received in the 16th century a new and frightful impulse from the Reformation, and from the consequent colossal spoliation of the church property. The Catholic church was, at the time of the Reformation, feudal proprietor of a great part of the English land. The suppression of the monasteries, &c., hurled their inmates into the proletariat. The estates of the church were to a large extent given away to rapacious royal favourites, or sold at a nominal price to speculating farmers and citizens, who drove out, en masse, the hereditary sub-tenants and threw their holdings into one. The legally guaranteed property of the poorer folk in a part of the church's tithes was tacitly confiscated. 


Even in the last decades of the 17th century, the yeomanry, the class of independent peasants, were more numerous than the class of farmers. They had formed the backbone of Cromwell's strength, and, even according to the confession of Macaulay, stood in favourable contrast to the drunken squires and to their servants, the country clergy, who had to marry their master's cast-off mistresses. Even the agricultural wage-labourers were still co-proprietors of the common land. About 1750, the yeomanry had disappeared, and so had, in the last decades of the 18 th century, the last trace of the common land of the agricultural labourer. 


After the restoration of the Stuarts, the landed proprietors carried, by legal means, an act of usurpation, effected everywhere on the Continent without any legal formality. They abolished the feudal tenure of land, i e., they got rid of all its obligations of the State, "indemnified" the State by taxes on the peasantry and the rest of the mass of the people, vindicated for themselves the rights of modern private property in estates to which they had only a feudal title, and, finally, passed those laws of settlement, which had the same effect on the English agricultural labourer, as the edict of the Tartar Boris Godunof on the Russian peasantry. 


The "glorious Revolution" brought into power, along with William of Orange, the landlord and capitalist appropriators of surplus-value. They inaugurated the new era by practising on a colossal scale thefts of state lands, thefts that had been hitherto managed more modestly. These estates were given away, sold at a ridiculous figure, or even annexed to private estates by direct seizure. All this happened without the slightest observation of legal etiquette. The crown lands thus fraudulently appropriated, together with the robbery of the Church estates, as far as these had not been lost again during the republican revolution, form the basis of the to-day princely domains of the English oligarchy. The bourgeois capitalists favoured the operation with the view, among others, to transforming land into a commercial article, to extending the domain of modern agriculture on the large farm-system, and to increasing their supply of the free agricultural proletarians ready to hand. Besides, the new landed aristocracy was the natural ally of the new bankocracy, of the newly-hatched haute finance, and of the large manufacturers, then depending on protective duties. 


Whilst the place of the independent yeoman was taken by small farmers on yearly leases, a servile rabble dependent on the pleasure of the landlords, the systematic robbery of the Communal lands helped especially, next to the theft of the State domains, to swell those large farms, that were called in the 18th century capital farms or merchant farms, and to set free the agricultural population as proletarians for manufacturing industry. 


In the 19th century, the very memory of the connexion between the agricultural labourer and the communal property had, of course, vanished. To say nothing of more recent times, have the agricultural population received a farthing of compensation for the 3 511 770 acres of common land which between 1801 and 1831 were stolen from them, and by parliamentary devices presented to the landlords by the landlords? 


The last process of wholesale expropriation of the agricultural population from the soil is, finally, the so-called clearing of estates, i. e., the sweeping men off them, the English methods hitherto considered culminated in clearing. But what "clearing of estates" really and properly signifies, we learn only in the promised land of modern romance, the Highlands of Scotland. 


The Highland Celts were organised in clans, each of which was the owner of the land on which it was settled. The representative of the clan, its chief or "great man", was only the titular owner of this property, just as the Queen of England is the titular owner of all the national soil. When the English government succeeded in suppressing the intestine wars of these "great men", and their constant incursions into the Lowland plains, the chiefs of the clans by no means gave up their time-honoured trade as robbers; they only changed its form. On their own authority they transformed their nominal-right into a right of private property, and as this brought them into collision with their clansmen, resolved to drive them out by open force. In the 18th century the hunted-out Gaels were forbidden to emigrate from the country, with a view to driving them by force to Glasgow and other manufacturing towns. As an example of the method obtaining in the 19 th century, the "clearing" made by the Duchess of Sutherland will suffice here. This person resolved on entering upon her government, to effect a radical economical cure, and to turn the whole country, whose population had already been, by earlier processes of the like kind, reduced to 15 000, into a sheepwalk. From 1814 to 1820 these 15 000 inhabitants, about 3000 families, were systematically hunted and rooted out. All their villages were destroyed and burnt, all their fields turned into pasturage. British soldiers enforced this eviction, and came to blows with the inhabitants. One old woman was burnt to death in the flames of the hut, which she refused to leave. Thus this fine lady appropriated 794000 acres of land that had from time immemorial belonged to the clan. She assigned to the expelled inhabitants about 6000 acres on the sea-shore 2 acres per family. The 6000 acres had until this time lain waste, and brought in no income to their owners. The Duchess, in the nobility of her heart, actually went so far as to let these at an average rent of 2 s. 6 d. per acre to the clansmen, who for centuries had shed their blood for her family. The whole of the stolen clan-land she divided into 29 great sheep farms, each inhabited by a single family, for the most part imported English farm-servants. In the year 1825 the 15000 Gaels were already replaced by 131 000 sheep. The remnant of the aborigines flung on the sea-shore, tried to live by catching fish. But they had to expiate yet more bitterly their idolatry, romantic and of the mountains, for the great men of the clan. The smell of their fish rose to the noses of the great men. They scented some profit in it, and let the sea-shore to the great fishmongers of London. For the second time the Gaels were hunted out. 


But, finally, part of ,the sheep-walks are turned into deer preserves. Every one knows that there are no real forests in England. The deer in the parks of the great are demurely domestic cattle, fat as London aldermen. Scotland is therefore the last refuge of the "noble passion". "In the Highlands", says Somers in 1848 "new forests are springing up like mushrooms . . . The transformation of their land into sheep-walks drove the Gaels on the sterile tracks of soil. Now deer are supplanting sheep; and these are once more reducing the small remnants to more grinding penury. Deer forests [2] and the people cannot co-exist. One or other of the two must yield. Let the forests be increased in number and extent during the next quarter of a century, as they have been in the last, and the Gaels will perish from their native soil . . . This movement among the Highland proprietors is with some a matter of ambition . . . with some love of sport . . . while others, of a more practical cast, follow the trade in deer with an eye solely to profit. For it is a fact, that a mountain range laid out in forest is, in many cases, more profitable to the proprietor than when let as a sheep-walk . . . The huntsman who wants a deer-forest limits his offers by no other calculation than the extent of his purse . . . Sufferings have been inflicted in the Highlands scarcely less severe than those occasioned by the policy of the Norman kings . . . Deer have received extended ranges, while men have been hunted within a narrower and still narrower circle .... One after one the liberties of the people have been cloven down .... And the oppressions are daily on the increase . . . The clearance and dispersion; of the people is pursued by the proprietors as a settled principle, as an agricultural necessity., just as trees and brushwood are cleared from the wastes of America or Australia; and the operation goes on in a quiet, business-like way." 


The spoliation of the Church's property, the fraudulent alienation of the State domains, the robbery of the common lands, the usurpation of feudal and clan property, and its transformation into modern private property under circumstances of reckless terrorism, were just so many idyllic methods of primitive accumulation. They conquered the field for capitalistic agriculture, made the soil part and parcel of capital, and created for the town industries tin supply of an outlawed proletariat. 


The proletariat thus deprived of its means of existence could not possibly be absorbed by the nascent manufactures as fast as it was thrown upon the world. On the other hand, these men, suddenly dragged from their wonted mode oi life, could not as suddenly adapt themselves to the discipline oi their new condition. They were turned en masse into beggars, robbers, vagabonds. Hence at the end of the 15th and during the whole of the 16th century, throughout Western Europe a bloody legislation against vagabondage. The fathers of the present working-class were chastised for their enforced transformation into vagabonds and paupers. Legislation treated them as "voluntary" criminals, and assumed that it depended on their own good will to go on working under the old conditions that no longer existed. 


At the time when the capitalist system of production originated, the bourgeoisie, at its rise, used the power of the State to "regulate" wages, to lengthen the working-day, and to keep the labourer himself in dependence. This is an essential element of the so-called primitive accumulation. 


The class of wage-labourers, which arose in the latter half of the 14th century, formed then and in the following century only a very small part of the population, well protected in its position.! by the independent peasant proprietary in the country and the guild-organisation in the town. In country and town master and workmen stood close together socially. Variable capital preponderated greatly over constant. The demand for wage-labour grew, therefore, rapidly .with every accumulation of capital, whilst the supply of wage-labour followed but slowly. 


Now that we have considered the forcible creation of a class of outlawed proletarians, the question remains: whence came the capitalists originally? For the expropriation of the agricultural population creates, directly, none but great landed proprietors. As far, however, as concerns the genesis of the farmer, we can, so to say, put our hand on it, because it is a slow process evolving through many centuries. In England the first form of the farmer is the bailiff, himself a serf. During the second half of the 14th century he is replaced by a farmer, whom the landlord provides with seed, cattle and implements. His condition is not very different from that of the peasant. Only he exploits more wage-labour. Soon he becomes a half-farmer. He advances one part of the agricultural stock, the landlord the other. The two divide the total product in proportions determined by contract. This form quickly disappears in England, to give place to the farmer proper, who makes his own capital breed by employing wage-labourers, and pays a part of the surplus product, in money or in kind, to the landlord as rent. So long, during the 15th century, as the independent peasant and the farm-labourer working for himself as well as for wages, enriched themselves by their own labour, the circumstances of the farmer, and his field of production, were equally mediocre. The agricultural revolution which commenced in the last third of the 15th century, and continued during almost the whole of the 16th (excepting, however, its last decades), enriched him just as speedily as it impoverished, the mass of the agricultural people. The usurpation of the common lands allowed him to augment greatly his stock of cattle, almost without cost, whilst the cattle yielded him a richer supply of manure for the tillage of the soil. To this, was added in the 16th century, a very important element. At that time the contracts for farms ran for a long time, often for 99 years. The progressive fall in the value of the precious metals, and therefore of money, brought the farmers golden fruit. Apart from all the other circumstances discussed above, it lowered w A portion of the latter was now added to the profits of the farm. The continuous rise in the corn, wool, nu a word of all agricultural produce, swelled the money capital of the farmer without any action on* his part, whilst the rent he paid, was calculated on the old value of money. Thus they grew rich at the expense both of their labourers and their landlords. No wonder therefore, that England, at the end of the 16th century, had a class of capitalist fanners, rich, considering the circumstances of the time. 


The expropriation and expulsion of the agricultural population, intermittent but. renewed again and again, supplied, as we saw, the town industries with a mass of proletarians entirely unconnected with the corporate guilds. The thinning out of the independent, self-supporting peasants not only corresponded to the increasing density of the industrial proletariat. In spite of the smaller number of its cultivators, the soil brought forth as much or more produce, after as before, because the revolution in the conditions of landed property was accompanied by improved methods of culture, greater co-operation, concentration of the means of production, &c., and because not only were the agricultural wage-labourers put on the strain more intensely, but the field of production on which they worked for themselves became more and more contracted. With the setting free of a part of the agricultural population, therefore, their former means of nourishment were also set free. The peasant expropriated must buy their value in the form of wages, from his new master, the industrial capitalist. That which holds good of the means of subsistence holds with the raw materials of industry created by home agriculture. Suppose, e. g., a part of the Westphalian peasants, who, at the time of Frederic II., all span flax, forcibly expropriated and hunted from the soil; and the other part that remained, turned into day-labourers of large farmers. At the same time arise large establishments for flax-spinning and weaving, in which the men set free now work for wages. The flax looks exactly as before. Not a fibre of it is changed, but a new social soul has popped into its body. It forms now a part of the constant capital of the master manufacturer. Formerly divided among a number of small producers, who cultivated it themselves and with their families spun it in retail fashion, it is now concentrated in the hand of one capitalist, who sets others to spin and weave it for him. The extra labour expended in flax-spinning realised itself formerly in extra income to numerous peasant families, or may be, in Frederic IPs time, in taxes. It realises itself now in profit for a few capitalists. The spindles and looms, formerly scattered over the face of the country, are now crowded together in a few great labour-barracks, together with the labourers and the raw material. And spindles, looms, raw material, are now transformed, from means of independent existence for the spinners and weavers, into means for commanding them and sucking out of them unpaid labour. One does not perceive, when looking at the large manufactories and the large farms, that they have originated from the throwing into one of many small centres of production, and have been built up by the expropriation of many small independent producers. 


The expropriation and eviction of a part of the agricultural population not only set free for industrial capital the labourers, their means of subsistence, and material for labour; it also created the home market. 


Formerly, the peasant family produced the means of subsistence and the raw materials, which they themselves, for the most part, consumed. These raw materials and means of subsistence have now become commodities; the large farmer sells them, he finds his market in manufactures. Yarn, linen, coarse woollen stuffs things whose raw materials had been within the reach of every peasant family, had been spun and woven by it for its own use - - were now transformed into articles of manufacture, to which the country districts at once served for markets. Thus, hand in hand with the expropriation of the self-supporting peasants, with their separation from their means of production, goes the destruction of rural domestic industry. And only the destruction of rural domestic industry can give the internal market of a country that extension and consistence which the capitalist mode of production requires. Still the manufacturing period, properly so-called, does not succeed in carrying out this transformation radically and completely. Modern industry alone supplies, in machinery, the lasting basis of capitalistic agriculture, expropriates radically the enormous majority of the agricultural population, and completes the separation between agriculture and rural domestic industry, whose roots spinning and weaving - it tears up. It therefore also, for the first time, conquers for industrial capital the entire home market. 


The genesis of the industrial capitalist did not proceed in such a gradual way as that of the farmer. Doubtless many small guild-masters, and even wage-labourers, transformed themselves into small capitalists, and (by gradually extending exploitation of wage- labour and corresponding accumulation) into full-blown capitalists. The snail's pace of this method corresponded in no wise with the commercial requirements of the new world market that the great discoveries of the end of the 15th century created. But the middle ages had handed down two distinct forms of capital, usurer's capital and merchant's capital. 


The money capital formed by means of usury and commerce was prevented from turning into industrial capital, in the country by the feudal constitution, in the towns by the guild organisation. Even as late as 1794. the small clothmakers of Leeds sent a deputation to Parliament, with a petition for a law to forbid any merchant from becoming a manufacturer. These fetters vanished with the dissolution of feudal society, with the expropriation and partial eviction of the country population. The new manufactures were established at sea-ports, or at inland points beyond the control of the old municipalities and their guilds. Hence in England an! embittered struggle of the corporate towns against these new industrial nurseries. 


The discovery of gold and silver in America, the extirpation, enslavement and entombment in mines of the aboriginal population, the beginning of the conquest and looting of the East Indies, the turning of Africa into a warren for the commercial hunting of black-skins, signalised the dawn of the era of capitalist production. These idyllic proceedings are the chief momenta of primitive accumulation. On their heels treads the commercial war of the European nations. with the globe for a theatre. It begins with the revolt of the Netherlands from Spain, assumes giant dimensions in England's anti-jacobin war, and is still going on in the opium wars against China, &c. 


The different momenta of primitive accumulation distribute themselves now, more or less in chronological order, particularly over Spain, Portugal, Holland, France, and England. In England at the end of the 17th century, they arrive at a systematical combination in the colonies, the national debt, the modern mode of taxation, and the protectionist regime. These methods depend in part on brute force, e. g., the colonial system. But they all employ the power of the State to hasten in hothouse fashion the process of transformation of the feudal mode of production into the capitalist mode, and to shorten the transition. Force is the midwife of every old society pregnant with a new one. It is itself an economic power. 


Of the Christian colonial system, W. Howitt, a man who makes a speciality of Christianity, says: "The barbarities and desperate outrages of the so-called Christian race, throughout every region of the world, and upon every people they have been able to subdue, are not to be paralleled by those of any other race, however fierce, however untaught, and however reckless of mercy and of shame, in any age of the earth." [3] The history of -the colonial administration of Holland - and Holland was the head capitalistic nation of the 17th century - "is one of the most extraordinary relations of treachery, bribery, massacre, and meanness". [4] To secure Malacca, the Dutch corrupted the Portuguese governor. He let them into the town in 1641. They hurried at once to his house and assassinated him, to "abstain" from the payment of £ 21 875, the price of his treason. Wherever they set foot, devastation and depopulation followed. Banjuwangi, a province of Java in 1750 numbered over 80000 inhabitants, in 1811 only 8000. 


The English East India Company, as is well known, obtained, besides the political rule in India, the exclusive monopoly of the tea-trade, as well as of the Chinese trade ini general, and of the transport of goods to and from Europe. But the coasting trade t of India and between the islands, as well as the internal trade of India were the monopoly of the higher officials of the company. The monopolies of salt, opium, betel and other commodities, were inexhaustible mines of wealth. The officials themselves fixed the price and plundered at will the unhappy Hindus. The Governor General took part in this private traffic. His favourites received contracts under conditions whereby they, cleverer than the alchemists, made gold out of nothing. Great fortunes sprang up like mushrooms in a day; primitive accumulation went on without the advance of a shilling. The trial of Warren Hastings swarms with such cases. Here is an instance. A contract for opium was given to a certain Sullivan at the moment of his departure on an official mission to a part of India far removed from the opium district. Sullivan sold his contract to one Binn for £40000; Binn sold it the same day for £60000, and the ultimate purchaser who carried out the contract declared that after all he realised an enormous gain. According to one of the lists laid before Parliament, the Company and its officials between 1757-1766 got £6000000 from the Indians as gifts. Between 1769 and 1770, the English manufactured a famine by buying up all the rice and refusing to sell it again, except at fabulous prices. 


The colonial system ripened, like a hot-house, trade and navigation. The "societies Monopolia" of Luther were powerful levers for concentration of capital. The colonies furnished a market for the budding manufactures, and, through the monopoly of the market, an increased accumulation. The treasures captured outside Europe by undisguised looting enslavement, and murder, floated back to the mother-country und were there turned into capital. Holland, which first fully developed the colonial system, in 1648 stood already in the acme of its commercial greatness. It was "in almost exclusive possession of the East Indian trade and the commerce between the south-west and north-east of Europe. Its fisheries, marine, manufactures, surpassed those of any other country. The total capital of the Republic was probably more important than that of all the rest of Europe put together." Gülich forgets to add that by 1648 the people of Holland were more overworked, poorer and more brutally oppressed than those of all the rest of Europe put together. 


To-day industrial supremacy implies commercial supremacy. In the period of manufacture properly so-called, it is, on the contrary, the commercial supremacy that gives industrial predominance. Hence the preponderant role that the colonial system played at that time. It was "the strange God" who perched himself on the altar cheek by jowl with the old Gods of Europe, and one fine day with a shove and a kick overthrew them all. It proclaimed surplus-value making as the sole end and aim of humanity. 


The system of public credit, i. e. of national debts, whose origin we discover in Genoa and Venice as early as the middle ages, took possession of Europe generally during the manufacturing period. The colonial system with its maritime trade and commercial wars served as a forcing-house for it. Thus it first took root in Holland. National debts, i. e., the alienation of the State - whether despotic, constitutional or republican - marked with its stamp the capitalistic era. The only part of the so-called national wealth that actually enters into the collective possessions of modern peoples is their national debt. 


The public debt becomes one of the powerful levers of primitive accumulation. As with the stroke of an enchanter's wand, it endows barren money with the power of breeding and thus turns it into capital, without the necessity of its exposing itself to the troubles and risks inseparable from its employment in industry or even in usury. The State-creditors actually give nothing away, for the sum lent is transformed into public bonds, easily negotiable, which go on functioning in their hands just as so much hard cash would. But further, apart from the class of lazy annuitants thus created, and from the improvised wealth" of the financiers, middlemen between the government and the nation - as also apart from the tax-farmers, merchants, private manufacturers, to whom a good part of every State loan renders the service of a capital fallen from heaven - the national debt has given rise to joint-stock companies, to dealings in negotiable effects of all kinds, and to agiotage, in a word to stock-exchange gambling and the modern bankocracy. 


From their birth on the great banks, decorated with national titles, were only associations of private speculators, who placed themselves by the side of governments, and, thanks to the privileges they received, were in a position to advance money to the State. Hence the accumulation of the national debt has no more infallible measure than the successive rise in the stock of these banks, whose full development dates from the founding of the Bank of England in 1694. The Bank of England began with lending its money to the Government at 8 % ; at the same time it was empowered by Parliament to coin money out of the same capital, by lending it again to the public in the form of bank-notes. It was allowed to use these notes for discounting bills, making advances on commodities, and for buying the precious metals. It was not long before this credit-money, made by the bank itself, became the coin in which the Bank of England made its loans to the State, and paid on account of the State the interest on the public debt. It was not enough that the bank gave with one hand and took back more with the other; it remained, even whilst receiving, the eternal creditor of the nation down to the last shilling advanced. Gradually it became the inevitable receptacle of the metallic hoard of the country, and the centre of gravity of all commercial credit. At the same time as England ceased burning witches, she began to hang the forgers of banknotes. What effect was produced on their contemporaries by the uprising of this brood of bankocrats, financiers, rentiers, brokers, stock-jobbers, &c., is proved by the writings of that time. 


With the national debt arose an international credit System, which often conceals one of the sources of primitive accumulation in this or that people. Thus the villanies of the Venetian thieving system formed one of the secret bases of the capital-wealth of Holland, to whom Venice in her decadence lent large sums of money. So also was it with Holland and England. Already at the beginning of the 18th century the Dutch manufactures were far outstripped. Holland had ceased to be the nation preponderant in commerce and industry. One of its main lines of business, therefore from 1701-1776, is the lending out of enormous amounts of capital, especially to its great rival England. The same thing is going on to-day (1867) between England and the United States. 


As the national debt finds its support in the public revenue which must cover the yearly payments for interest, &c., the modern system of taxation was the necessary complement of the system of national loans. The loans enable the government to meet extraordinary expenses, without the tax-payers feeling it immediately, but they necessitate as a consequence, increased taxes. On the other hand, the raising of taxation caused by the accumulation of debts contracted one after another compels the government always to have recourse to new loans for new extraordinary expenses. Modern fiscality, whose pivot is formed by taxes on the most necessary means of subsistence (thereby increasing their price), thus contains within itself the germ of automatic progression. Over-taxation is not an incident, but rather a principle. In Holland, therefore, where this system was first inaugurated, the great patriot, De Witt, has extolled it as the best system for making the wage-labourer submissive, frugal, industrious, and overburdened with labour. The destructive influence that it exercises on the condition of the wage-labourer concerns us less however, here, than the forcible expropriation resulting from it. of peasants, artisans, and in a word, all elements of the lower middle-class. On this there are not two opinions, even among the bourgeois economists. Its expropriating efficacy is still further heightened by the system of protection, which forms one of its integral parts. 


The system of protection was an artificial means of manufacturing manufacturers, of expropriating independent labourers of capitalising the national means of production and subsistence, of forcibly abreviating the transition from the mediaeval to the modern mode of production. The European states tore one another to pieces about the patent of this invention, and, once entered into the service of the surplus-value makers, did not merely lay under contribution in the pursuit of this purpose their own people, indirectly through projective duties, directly through export premiums, &c. They also forcibly rooted out, in their dependent countries, all industry, as, e. g., England did with the Irish woollen manufacture. On the continent of Europe, after Colbert's example, the process was much simplified. The primitive industrial capital, here, came in part directly out of the State treasury. 


Colonial system, public debts, heavy taxes, protection, commercial wars, &c. these children of the true manufacturing period increase gigantically during the infancy of modern industry. 


So much trouble was thus required to complete the process of separation between labourers and conditions of labour, to transform at one pole, the social means of production and subsistence into capital, at the opposite pole, the mass of the population into wage-labourers. If money, according to Augier comes into the world with a congenital blood-stain on one cheek, capital comes dripping from to foot, from every pore, with blood and dirt. [5] 


Notes


[1]Macaulay: History of England. lOth ed., London, 1854, I. p. 333,
334. Even in the last third of the 17th century, 4/5 of the English people were agricultural (1. c., p. 413). 


[2] The deer-forests of Scotland contain not a single tree. The sheep
are driven from, and then the deer driven to the naked hills, and then
this is called a deer-forest. Not even timber-planting and real forest-
"culture. 


[3] William Howitt: ?Colonisation and Christianity: A. Popular History of the Treatment of the Natives by the Europeans in all their Colonies. London.? 1838, p. 9. 


[4] Thomas Stamford Raffles, late Lieut.-Gov. of that island. ?History of Java and its dependencies.? London, 1817. 


[5] ?Capital is said to fly turbulence and strife, and to be timid, which is very true; but this is very incompletely stating the question. Capital eschews no profit, or very small profit, just as Nature was formerly said to abhor a vacuum. With adequate profit, capital is very bold. A certain 10 per cent will ensure its employment anywhere; 20 per cent, certain will produce eagerness; 50 per cent., positive audacity; 100 per cent, will make it ready to trample on ail human laws; 300 per cent., and there is not a crime at which it will scruple, even to the chance of its owner being hanged. If turbulence and strife will bring a profit, it will freely encourage both. Smuggling and the slave-trade have amply proved all that is here stated.? (T. J. Dunning, Trade-Unions and Strikes, London, 1860, p. 36.) 
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What Capitalist Accumulation Leads to 


(Extracted from vol. II, ch. 32.) 


What does the primitive accumulation of capital, i. e., its historical. genesis, resolve itself into? In so far as it is not immediate transformation of slaves and serfs into wage-labourers, and therefore a mere change of form, it only means the expropriation of the immediate producers, i. e., the dissolution of private property based on the labour of its owner.  


The private property of the labourer in his means of production is the foundation of petty industry; petty industry, again, is an essential condition for the development of social production and of the free individuality of the labourer himself. Of course, this petty mode of production exists also under slavery, serfdom, and other states of dependence. But it flourishes, it lets loose its whole energy, only where the labourer is the private owner of his own means of labour set in action by himself: the peasant of the land which he cultivates, the artisan of the tool which he handles as a virtuoso. This mode of production presupposes parcelling of the soil, and scattering of the other means of production. As it excludes the concentration of these means of production, so also it excludes cooperation, division of labour within each separate process of production, the control over and the productive application of the forces of nature by society, and the free development of the social productive powers. It is compatible only with a System of production, and a society, moving within narrow and more or less primitive bounds. To perpetuate it, would be to decree universal mediocrity. At a certain stage of development it brings forth the material agencies for its own dissolution. From that moment new forces and new passions spring up in the bosom of society; but the old social organisation fetters them and keeps them down. It must be annihilated; it is annihilated.  


Its annihilation, the transformation of the individualised and scattered means of production into socially concentrated ones, of the pigmy property of the many into the huge property of the few, the expropriation of the great mass of the people from the soil, from the means. of subsistence and from the means of labour, this fearful and painful expropriation of the mass of people forms the prelude to the history of capital. Self-earned private property, that is based, so to say, on the fusing together of the isolated, independent labourer with the conditions of his labour, is supplanted by capitalist private property, which rests on exploitation of the nominally free labour of others, i. e., on wages-labour. 


As soon as this process of transformation has sufficiently decomposed the old society from top to bottom, as soon as the labourers are turned into proletarians, their means of labour into capital, as soon as the capitalist mode of production stands on its own feet, then the further socialisation of labour and the further transformation of the land and other means of production, as well as the further expropriation of private proprietors, takes a new form. That which is now to be expropriated is 110 longer the labourer working for himself, but the capitalist exploiting many labourers. This expropriation is accomplished by the action of the immanent laws of capitalistic production itself, by the centralisation of capital. One capitalist always kills many.  


Hand in hand with this centralisation, or this expropriation of many capitalists by few, develops, on an ever extending scale, the cooperative form of the labour-process, the conscious technical application of science, the economising of ail means of production by combined,' socialised labour, the entanglement of ail' peoples in the net of the world market, and with this, the international character of the capitalistic regime.  


Along with the constantly diminishing number of the magnates of capital, who usurp and monopolise ail advantages of this process of transformation, grows the mass of misery, oppression, slavery, degradation, exploitation; but with this too grows the revolt of the working-class, always increasing in numbers, and disciplined, united, organised by the very mechanism of the process of capitalist production itself. The monopoly of capital becomes a fetter upon the mode of production, which has sprung up and flourished along with, and under it. Centralisation of the means of production and. socialisation of labour at last reach a point where they become incompatible with their capitalist integument. This integument is burst asunder. The knell of capitalist private property sounds. The expropriators are expropriated.  


The capitalist mode of appropriation, the result of the capitalist mode of production, capitalist private property, is the first negation of individual private property, as founded on the labour of the proprietor. Bul capitalist pro. duction begets, with the inexorability of a law of nature, its own negation. This does not re-establish private property, but individual property based on the acquisitions of the capitalist era: i. e., on cooperation and the possession in common of the land and of the means of production produced by labour itself.  


The transformation of scattered private property, arising from individual labour, into capitalist private property was, naturally, a process incomparably more protracted, violent, and difficult, than the transformation of capitalistic private property, already practically resting on socialised production, into socialised property. In the former case, we had the expropriation of the mass of the people by a few usurpers; in the latter, we have the expropriation of a few usurpers by the mass of the people. 
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Money 


(Extracted from vol. I, CH. 2 & 3.) 


Commodities cannot go to market and make exchanges of their own account. We must, therefore, have recourse to their guardians, the owners of commodities. The commodity possesses for the owner no immediate use-value. Otherwise, he would not bring it to the market. It has use-value for others; but for himself its only direct use-value is that of being a depository of exchange value, and, consequently, a means of exchange. [1] Therefore, he will part with it for commodities whose value in use is of service to him. All commodities are non-use-values for their owners, and use-values for their non-owners. Consequently, they must all change hands. This change of hands is what constitutes their exchange. 


The sale of an object of utility first becomes possible when a greater quantity of it is available, than its proprietor needs. When this happens, the interested parties need only regard one another implicitly as the private owners of such objects. But such a state of reciprocal independence has no existence in a primitive society based on property in common, whether such a society takes the form of a patriarchal family, an ancient Indian community, or a Peruvian Inca State. The individual members of such a community, therefore, could not exchange their commodities. The exchange of commodities first begins on the boundaries of such communities, at their points of contact with other similar communities, or with members of the latter. As soon as the custom of exchanging things has been established, it is extended to the internal intercourse of the community. The proportions in which they are exchangeable are at first quite a matter of chance. Meantime the need for foreign objects of utility gradually establishes itself. The constant repetition of exchange makes it a normal social act. In the course of time, therefore, some portion at least of the products of labour must be produced with a special view to exchange. From that moment the distinction becomes firmly established between the utility of an object for the purposes of consumption, and its utility for the purposes of exchange. Its use-value becomes distinguished from its exchange-value. On the other hand, the quantitative proportion in which the articles are exchangeable, becomes dependent on their production itself. Custom stamps them as values with definite magnitudes. 


Every proprietor of commodities is desirous of parting with the latter only in exchange for such other commodities, the use-value of which is capable of satisfying his wants. But he would nevertheless be willing to part with them in exchange for any other sort of commodity having the same value, whether his own commodity have any use-value for the proprietor of the other commodity or not. This would be impossible, seeing that the other proprietors cannot afford to acquire commodities, the use-value of which is of no service to them. If, then, the exchange of commodities becomes customary a commodity is needed, which possesses use-value, not merely for the one or the other, but for all proprietors of commodities without exception a commodity offering the possibility of exchanging it for every other sort of commodity. In other words, a general medium of exchange is required. 


The problem arises simultaneously with the means of solving it. As soon as traffic has been developed in the course of which commodity-owners equate their goods to various others, it has already become customary for various commodities to be exchanged by their various proprietors, in the course of business, for a third, homogeneous type of commodity of equivalent value. Such last-mentioned commodity, being an exchange medium for various other commodities, assumes at once although within narrow limits - the character of a general, or social, exchange medium. This character comes and goes with the momentary social contact that called it into life. Alternately and transiently it attaches itself first to this, and then to that commodity. But with the development of exchange it fixes itself firmly and exclusively to particular sorts of commodities, and becomes crystallised by assuming the money-form. Money is a commodity generally recognised by all commodity-owners as a medium of exchange for all their various commodities, and employed by them as such. The particular kind of commodity to which it sticks is at first a matter of accident. Nevertheless there are two circumstances whose influence is decisive. The money-form attaches itself either to the most important articles of exchange from- outside; or else it attaches itself to the object of utility that forms, like cattle, the chief portion of indigenous alienable wealth. Nomad races are the first to develop the money-form, because all their worldly goods consist of moveable objects and are therefore directly alienable; and because their mode of life, by continually bringing them into contact with foreign communities, solicits the exchange of products. Man has often made man himself, under the form of slaves, serve as the primitive material of money, but has never used land for that purpose. Such an idea could only spring up in a bourgeois society already well developed. It dates from the last third of the 17th century, and the first attempt to put it in practice on a national scale was made a century afterwards, during the French bourgeois revolution. 


In proportion as exchange bursts its local bonds, the character of money attaches itself to commodities that are by nature fitted to perform the social function of a universal equivalent. Those commodities are the precious metals. If money is to equate every other commodity to any amount, and thus to represent any exchange-value that may be wished for, a material is needed, whose every sample exhibits the same uniform qualities. On the other hand, since the difference between the magnitudes of value is purely quantitative, the money commodity must be divisible at will, and equally capable of being re-united. Gold and silver possess these properties by nature. 


Although we may be aware that gold is money, and consequently directly exchangeable for all other commodities, yet that fact by no means tells how much 10 Ibs., for instance, of gold is worth. Money, like every other commodity, cannot express the magnitude of its value except relatively in other commodities. This value is determined by the labour-time required for its production, and is expressed by the quantity of any other commodity that costs the same amount of labour-time. Such quantitative determination of its relative value takes place at the source of its production by means of barter. When it steps into circulation as money, its value is already given. 


Throughout this work, I assume, for the sake of simplicity, gold as the money-commodity. 


The first chief function of gold is to supply commodities with the material for the expression of their values, or to represent their values as magnitudes of the same denomination, qualitatively equal, and quantitatively comparable. It thus serves as a universal measure of value. And only by virtue of this function does gold become money. 


It is not money that renders commodities commensurable. Just the contrary. It is because all commodities, as values, are realised human labour, and therefore commensurable, that their values can be measured by one and the same special commodity, and the latter be converted into the common measure of their values, i. e., into money. Money as a measure of value is the phenomenal form that must of necessity be assumed by that measure of value which is immanent in commodities, labour-time. 


The expression of the value of a commodity in gold is its money-form or price. A single equation, such as 1 ton of iron = 2 ounces of gold, now suffices to express the value of the iron in a socially valid manner, i. e. to indicate the value of the iron relatively to all other commodities, seeing that all other commodities likewise indicate their value in gold. But money itself has no price. Otherwise, we should be obliged to equate it to itself as its own equivalent. 


The price or money-form of commodities is, like their form of value generally, a form quite distinct from their palpable bodily form; it is, therefore, a purely ideal or mental form. Although invisible, the value of iron, linen and corn has actual existence in these very articles: it is ideally made perceptible by their equality with gold. The value, or in other words, the quantity of human labour contained in a ton of iron, is expressed in imagination by such a quantity of the money-commodity as contains the same amount of labour as the iron. 


Let us now accompany the owner of some commodity - say, the weaver of linen --to the scene of action, where the process of exchange takes place, the market. His 20 yards of linen has a definite price, £ 2. He exchanges it for the £ 2, and then, like a man of the good old stamp that he is, he parts with the £ 2 for a family Bible of the same price. The linen, which in his eyes is a mere commodity, a depository of value, he alienates in exchange for gold, which is the linen's value-form, and this form he again parts with for another commodity, the Bible, which is destined to enter his house as an object of utility and of edification to its inmates. The exchange becomes an accomplished fact by two metamorphoses of opposite yet supplementary character - the conversion of the commodity into money, and the re-conversion of the money into a commodity. For the weaver, these constitute two acts: selling and buying; and, the unity of the two acts, selling in order to buy. 


The result of the whole transaction, as regards the weaver, is this, that instead of being in possession of the linen, he now has the Bible; instead of his original commodify, he now possesses another of the same value but of different utility. In like manner he procures his other means of subsistence and production. From his point of view, the whole process effectuates nothing more than the exchange of the product of his labour for the product of some one else's. 


The exchange of commodities is therefore accompanied by the following changes in their form. 



    Commodity - Money - Commodity
    

    C - M - C




The result of the whole process is, so far as concerns the objects themselves, C - C, the exchange of one commodity for another, the circulation of materialised social labour. When this result is attained, the process is at an end. 


The money which serves to buy a commodity has previously been obtained by selling another one. 


We will assume that the two gold pieces, in consideration of which our weaver has parted with his linen, are the metamorphosed shape of a quarter of wheat. The sale of the linen, C - M, is at the same time its purchase, M - C. But the sale is the first act of a process that ends with a transaction of an opposite nature, namely, the purchase of a Bible; the purchase of the linen, on the other hand, ends a movement that began with a transaction of an opposite nature, namely, with the sale of the wheat. C - M (linen - money), which is the first phase of C - M - C (linen - money - Bible), is also M - C (money - linen), the last phase of another movement C - M - C (wheat - money - linen). The metamorphosis of one commodity into money is therefore also invariably the retransformation of a second from money into a commodity. [2] 


The same is the case in another direction. With regard to our weaver, the life of his commodity ends with the Bible, into which he has reconverted his £ 2. But suppose the seller of the Bible turns the £ 2 set free by the weaver into brandy. M - C, the concluding phase of C - M - C (linen money Bible), is also C - M, the first phase of C - M - C (Bible - money - brandy). The producer of a particular commodity has that one article alone to offer; this he sells very often in large quantities, but his many and various wants compel him to split up the price realised, the sum of money set free, into numerous purchases. Hence one sale leads to many purchases oi various articles. The concluding metamorphosis of a commodity thus constitutes an aggregation of first metamorphoses of various other commodities. 


The circuit made by every commodity with its sale and ensuing purchase of another commodity, is inextricably mixed up with the circuits of other commodities. The total of all the different circuit's constitutes the circulation of commodities. 


The circulation of commodities differs from the direct exchange of products, not only in form, but in substance. Only consider the course of events. The weaver has, as a matter of fact, exchanged his linen for a Bible, his own commodity for that of someone else. But this is true only so far as he himself is concerned. The seller of the Bible, who prefers something to warm his inside, no more thought of exchanging his Bible for linen than our weaver knew that wheat had been exchanged for his linen. B's commodity replaces that of A, but A and B do not mutually exchange those commodities. We see here, on the one hand, how the exchange of commodities breaks through all local and personal bounds inseparable from direct barter, and develops the circulation of the products of social labour; and on the other hand, how it develops a whole network of social relations entirely beyond the control of the actors. It is only because the farmer has sold his wheat that the weaver is enabled to sell his linen, only because the weaver has sold his linen that our hotspur is enabled to sell his Bible, and only because the latter has sold the water of everlasting life that the distiller is enabled to sell his eau-de-vie, and so on. 


The process of circulation, therefore, does not, like direct barter of products, become extinguished upon the use-values changing places and hands. The money does not vanish on dropping out of the circuit of the metamorphosis of a given commodity. It is constantly being precipitated into new places in the arena of circulation vacated by other commodities. In the complete metamorphosis of the linen, for example, linen-money-Bible, the linen first falls out of circulation, and money steps into its place. Then the Bible falls out of circulation, and money again takes its place. When one commodity replaces another, the money commodity always sticks to the hands of some third person. Circulation sweats money from every pore. 


As agent of the process of circulation of commodities, money acquires the function of a medium of circulation. 


The movement of the labour-product C - M - C is a Circuit. For its result is that a given value in the shape of a commodity shall begin the process, and shall also, in the shape of a commodity, end it. On the other hand, the movement of money is not, and cannot be, a circuit. The result is not the return of the money, but its continued removal further and further away from its starting-point. So long as the seller sticks fast to his money, which is the transformed shape of his commodity, that commodity has completed only half its course. But so soon as he completes the process, so soon as he supplements his sale by a purchase, the money again leaves the hands of its possessor. It is true that if the weaver, after buying the Bible, sell more linen, money comes back into his hands. But this return is not owing to the circulation of the first 20 yards of linen; that circulation resulted in the money getting into the hands of the seller of the Bible. The return of money into the hands of the weaver is brought about only by the circulation of a fresh commodity, which new process ends with the same result as its predecessor did. Hence the movement directly imparted to money by the circulation of commodities takes the form of a constant motion awy from its starting-point, of a course from the hands of one commodity owner into those of another. This course constitutes its currency (cours de la monnaie). 


That this one-sided character of the money's motion arises out of the two-sided character of the commodity's motion, is a circumstance that is veiled over. The very nature of the circulation of commodities begets the opposite appearance .The first metamorphosis of a commodity (C-M) is. visibly, not only the money's imminent, but also that of the commodity itself; in the second metamorphosis (M-C), on the contrary, the movement appears to us as the movement of the money alone. In the first phase of its circulation the commodity changes place with the money. Thereupon the commodity, under its aspect of a useful object, falls out of circulation into consumption. (Even when the commodity is sold over and over again, it falls, when definitely sold for the last time, out of the sphere of circulation into that of consumption). In its stead we have its value-shape the money. It then goes through the second phase of its circulation, not under its own natural shape, but under the shape of gold. The continuity of the movement is therefore kept up by the money alone, and the same movement that as regards the commodity consists of two processes of an antithetical character, is, when considered as the movement of the money, always one and the same process, a continued change of places with ever fresh commodities. Hence the result brought about by the circulation of commodities, namely, the replacing of one commodity by another, takes the appearance of having been effected not by means of the change of form of the commodities, but rather by the action of the money, an action, that circulates commodities, to all appearance motionless in themselves, and appears to set them in motion; and that in a direction constantly opposed to the direction of the money. Hence, although the movement of the money is merely the expression of the circulation of commodities, yet the circulation of commodities seems to be the result of the movement of the money. 


Every commodity, when it first steps into circulation, and undergoes its first change of form, does so only to fall out of circulation again and to be replaced by other commodities. Money, on the contrary, as the medium of circulation, keeps continually within the sphere of circulation and moves about in it. The question therefore arises, how much money this sphere constantly absorbs? 


In a given country there take place every day at the same time numerous sales and numerous purchases of commodities. And since, in the form of circulation now under consideration, money and commodities always come bodily face to face, it is clear that the amount of the means oi circulation required is determined beforehand by the sum of the prices of all these commodities. If, in consequence of a rise or fall in the value of gold, the sum of the prices of commodities fall or rise, the quantity of money in currency must fall or rise to the same extent. A one-sided observation of the results that followed upon the discovery of fresh supplies of gold and silver, led some economists in the 17th, and particularly in the 18th century, to the false conclusion, that the prices of commodities had gone up in consequence of the increased quantity of gold and silver serving as means of circulation. As a matter of fact the value of the gold and silver had diminished in consequence of the increased facility of exploitation, the prices of commodities had concurrently increased, and the more expensive commodities required naturally greater quantities of money for their circulation. - Henceforth we shall consider the value of gold to be given. 


If now we further suppose the price of each commodity to be given, the sum of the prices clearly depends on the mass of commodities in circulation. It requires but little racking of brains to comprehend that if one quarter of wheat costs £ 2, 100 quarters will cost £ 200, 200 quarters £ 400, and so on, that consequently the quantity of money that changes place with the wheat, when sold, must increase with the quantity of that wheat. 


If the mass of commodities remain constant, the quantity of circulating money varies with the fluctuations in the prices of those commodities. It increases and diminishes because the sum of the prices increases or diminishes in consequence of the. change of price. Whether the change in the price correspond to an actual change of value in the commodities, or whether it be the result of mere fluctuations in market prices, the effect on the quantity of the medium of circulation remains the same. 


This holds good for simultaneous sales and purchases, but not for successive ones. 


Suppose the following articles to be sold simultaneously: say, one quarter of wheat, 20 yards of linen, one Bible, and 4 gallons of brandy. If the price of each article be £ 2, it follows that £ 8 in money must go into circulation. If, on the other hand, these same articles are links in the following chain of metamorphoses: 1 quarter of wheat - £ 2 - 20 yards of Linen - £ 2 - 1 Bible £ 2 2 - 4 gallons of brandy - £ 2, a chain that is already well known to us, in that case the £ 2 thus make four moves. Only 1/4 of the quantity of money is required, which would have been needed in the case of a simultaneous turnover of the four commodities. The more moves the same sum of money makes in a given time, i. e. the greater the velocity of its currency, and the less money does the process of circulation require. Hence, the quantity of money functioning as the circulating medium is equal to the sum of the prices of the commodities divided by the number of moves made by coins of the same denomination. 


Sum of prices of commodities /Number of moves by coins of same denomination = Quantity of money serving as circulating medium. 


This law holds generally. Hence if the number of moves made by the separate pieces increase, the total number of those pieces in circulation diminishes. If the number of the moves diminish, the total number of pieces increases. Since the quantity of money capable of being absorbed by the circulation is given for a given mean velocity of currency, all that is necessary in order to abstract a given number of sovereigns from the circulation is to throw the same number of one-pound notes into it, a trick well known to all bankers. 


Just as the currency of money, generally considered, is but a result and a reflex of the circulation of commodities, so, too, the velocity of that currency reflects the rapidity with which commodities circulate -  not inversely. Thus the retardation of the currency reflects the stagnation in the circulation of commodities. The circulation itself, of course, gives no clue to the origin of this stagnation. The general public, who, simultaneously with the retardation of the currency, see money appear and disappear less frequently at the periphery of circulation, naturally attribute this retardation to a quantitative deficiency in the circulating medium. [3] 


The total quantity of money functioning during a given period as the circulating medium, is determined, on the one hand, by the sum of the prices of the circulating commodities, and on the other hand, by the rapidity of their circulation. But the sum of the prices of the circulating commodities depends on the quantity, as well as on the prices, of the commodities. These three factors, however, state of prices, quantity of circulating commodities, and velocity of money-currency, are all variable in different proportions, and can therefore compensate each other. Consequently we find, especially if we take long periods into consideration, that the deviations from the average level of the quantity of money current in any country, are much smaller than we should at first sight expect, apart of course from excessive perturbations mostly arising from industrial and ccmmercial crises. 


The erroneous opinion that it is prices that are determined by the quantity of the circulating medium, and that the latter depends on the quantity of the precious metals in a country; this opinion was based by those who first held it, on the absurd hypothesis that commodities are without a price, and money without a value, when they first enter into circulation, and that, once in the circulation, an aliquot part of the medley of commodities is exchanged for an aliquot part of the heap of precious metals. 


That money takes the shape of coin, springs from its function as the circulating medium. The weight of gold represented in imagination by the prices of commodities, must confront those commodities, within the circulation, in the shape of coins or pieces of gold of a given denomination. The only difference, therefore, between coin and bullion, is one of shape, and gold can at any time pass from one form to the other. But no sooner does coin leave the mint, than it immediately find itself on the high-road to the melting pot. During their currency, coins wear away, some more, others less. Name and substance begin their process of separation. Coins of the same denomination become different in value, because they are different in weight. Gold thereby ceases any longer to be a real equivalent of the commodities whose prices it realises. The natural tendency of circulation is thus to convert coins into a mere semblance of what they profess to be, into a symbol of the weight of metal they are officially supposed to contain. This fact implies the possibility of replacing metallic coins by tokens of some other material, by symbols serving tin purposes as coins. The practical difficulties in the way of coining extremely minute quantities of gold or silver, and the circumstance that at first the less precious metal is used as a measure of value instead of the more precious, copper instead of silver, silver instead of gold, and that the less precious circulates as money until dethroned by the more precious - all these facts explain the parts historically played by silver and copper tokens as substitutes for gold coins. Silver and copper tokens take the place of gold in those regions of the circulation where coins pass from hand to hand most rapidly, and are subject to the maximum amount of wear and tear. This occurs where sales and purchases on a very small scale are continually happening. In order to prevent these satellites from establishing themselves permanently in the place of gold, positive enactments determine the extent to which they must be compulsorily received as payment instead of gold. 


The weight of metal in the silver and copper tokens is arbitrarily fixed by law. When in currency, they wear away even more rapidly than gold coins. Hence their functions are totally independent of their weight, and consequently of all value. The function of gold as coin becomes completely independent of the metallic value of 'that gold. Therefore things that are relatively without value, such as paper notes, can serve as coins in its place. This purely symbolic character is to a certain extent masked in metal tokens. In paper money it stands out plainly. 


We allude here only to paper money issued by the State and having compulsory circulation. It has its immediate origin in the metallic currency. Money based upon credit implies on the other hand conditions, of which we have here entirely abstained from treating. 


The State puts in circulation bits of paper on which their various denominations, say £ 1, £ 5, &c., are printed. In so far as they actually take the place of gold to the same amount, their movement is subject to the laws that regulate the currency of money itself. A law peculiar to the circulation of paper money can spring up only from the proportion in which that paper money represents gold. Such a law exists; stated simply, it is as follows: the issue of paper money must not exceed in amount the gold which would actually circulate if not 'replaced by symbols. Now the quantity of gold which the circulation can absorb, constantly fluctuates about a given level. Still in a given country it never sinks below a certain minimum easily ascertained by experience. The fact that this minimum mass continually undergoes changes in its constituent parts, i. e. that the pieces of gold of which it consists are being constantly replaced by fresh ones, causes of course no change either in its amount or in the continuity of its circulation. It can therefore be replaced by paper symbols. If, on the other hand, all the conduits of circulation were to-day filled with paper money to the full extent of their capacity for absorbing money, they might to-morrow be overflowing in consequence of a fluctuation in the circulation of commodities. There would no longer be any standard. If the paper money exceed its proper limit, which* is the amount in gold coins of the like denomination that can actually be current, it would, apart from the danger of falling into general disrepute, represent only that quantity of gold, which, in accordance with the laws of the circulation of commodities, is required, and is alone capable of being represented by paper. If the quantity of paper money issued be double what it ought to be, then, as a matter of fact, £ 1 would be the money-name not of l/4 of an ounce, but of 1/8 of an ounce of gold. Those values that were previously expressed by the price of £ 1 would now be expressed by the price of £ 2. 


With the very earliest development of the circulation of commodities, there is also developed the necessity, and the passionate desire, to hold fast the product of the first metamorphosis. Commodities are thus sold not for the purpose of buying others, but in order to replace their commodity-form by their money-form. From being the mere means of effecting the circulation of commodities, this change of form becomes the end and aim. The money becomes petrified into a hoard, and the seller becomes a hoarder of money. 


Precisely in the early stages of the circulation of commodities, the surplus use-values alone are converted into money. Gold and silver thus become of themselves social expressions for superfluity or wealth. 


As the production of commodities further develops, every producer of commodities is compelled to make sure of the nervus rerum or the social pledge. His wants are constantly making themselves felt, and necessitate the continual purchase of other people's commodities, while the production and sale of his own goods require time, and depend upon circumstances. In order then to be able to buy without selling, he must have sold previously without buying. In this way, all along the line of exchange, hoards of gold and silver of varied extent are accumulated. With the possibility of holding and storing up exchange value in the shape of a particular commodity, arises also the greed for gold. Along with the extension of circulation, increases the power of money. To a barbarian owner of commodities, and even to a West-European peasant, value is the same as value-form, and, therefore, to him the increase in his hoard of gold and silver is an increase in value. 


In order that gold may be held as money, it must be prevented from circulating, or from transforming itself into a means of enjoyment. The hoarder, therefore, makes a sacrifice of the lusts of the flesh to his gold fetish. He acts in earnest up to the Gospel of abstention. On the other hand, he can withdraw from circulation no more than what he has thrown into it in the shape of commodities. The more he produces, the more he is able to sell. Hard work, saving, and avarice are therefore his three cardinal virtues, and to sell much and buy little the sum of his political economy. 


By the side of the gross form of a hoard, we find also its aesthetic form in the possession of gold and silver articles. This grows with the wealth of civil society. In this way there is created, on the one hand, a constantly extending market for gold and silver, unconnected with their functions as money, and, on the other hand, a latent source of supply, to which recourse is had principally in times of crisis and social disturbance. 


Hoarding serves various purposes. Its first function is the following: we have seen how, along with the continual fluctuations in the extent and rapidity of the circulation of commodities and in their prices, the quantity of money current unceasingly ebbs and -flows. This mass must, therefore, be capable of expansion and contraction. At one time money must be attracted in order to act as circulating coin, at another, circulating coin must be repelled. In order that the mass of money, actually current, may constantly saturate the absorbing power of the circulation, it is necessary that the quantity of gold and silver in a country be greater than the quantity required to function as coin. This condition is fulfilled by money taking the form of hoards. These reserves serve as conduits for the supply or withdrawal of money to or from the circulation, which in this way never overflows its banks. 


With the development of the circulation of commodities, conditions arise under which the alienation of commodities becomes separated, by an interval of time, from the realisation of their prices. It will be sufficient to indicate the most simple of these conditions. One sort of article requires a longer, another a shorter time for its production. Again, the production of different commodities depends on different seasons of the year. One sort of commodity may be born on its own market place, another has to make a long journey to market. Commodity-owner No. 1 may therefore be ready to sell, before No. 2 is ready to buy. When the same transactions are continually repeated between the same persons, the conditions of sale are regulated in accordance with the conditions of production. On the other hand, the use of a given commodity, of a house, for instance, is sold for a definite period. Here, it is only at the end of the term that the buyer has actually received the use-value of the commodity. He therefore buys it before he pays for it. The vendor becomes a creditor, the purchaser becomes a debtor. Thus money also acquires a fresh function; it becomes the means of payment. 


The character of creditor, or of debtor, results here from the simple circulation. The change in the form of that circulation stamps buyer and seller with this new die. \l first, therefore, these new parts are just as transient and alternating as those of seller and buyer, and are in turns played by the same actors. But the opposition is not nearly so pleasant. The same characters can, however, be assumed independently of the circulation of commodities. The class-struggles of the ancient world, for instance, took the form chiefly of a contest between debtors and creditors, which in Rome ended in the ruin of the plebeian debtors, who were displaced by slaves. In the Middle Ages the contest ended with the ruin of the feudal debtors, who lost their political power together with the economical basis on which it was established. Nevertheless, the money relation of debtor and creditor that existed at these two periods reflected only the deeper-lying antagonism between the general economical conditions of existence of the classes in question. 


Let us return to the circulation of commodities. The appearance of commodities and money has ceased to be simultaneous. The money functions now, first as a measure of value in the determination of the price of the commodity sold; the price fixed by the contract measures the obligation of the debtor, of the sum of money that he has to pay at a fixed date. Secondly, it serves as an ideal means of purchase. Although existing only in the promise of the buyer to pay, it causes the commodity to change hands. It is not before the day fixed for payment that the means of payment actually steps into circulation, leaves the hand of the buyer for that of the seller. The means of payment enters the circulation, but only after the commodity has left it. The money is no longer the means that brings about the process. It 'only brings it to a close. 


The seller turned his commodity into money, in order thereby to satisfy some want; the hoarder did the same in order to keep his commodity in its money-shape, and the debtor in order to be able to pay; if he do not pay, his goods will be sold by auction. Money is therefore now the end and aim of a sale, and that owing to a social necessity springing out of the process of circulation itself. 


The buyer converts money back into commodities before he has turned commodities into money: in other words, he achieves the second metamorphosis of commodities before the first. The seller's commodity circulates, and realises its price, but only in the shape of a legal claim upon money. It is converted into a use-value before it has been converted into money. The completion of its first metamorphosis follows only at a later period. 


The obligations falling due within a given period of circulation represent the sum of the prices of the commodities, the sale of which gave rise to those obligations. The quantity of money necessary to realise this sum, depends, in the first instance, on the rapidity of currency of the means of payment. This rapidity is conditioned by two circumstances: first the relations between debtors and creditors form a sort of chain, in such a way that A, when he receives money from his debtor B, straightway hands it over to C his creditor, and so on; the second circumstance is the length of the intervals between the different due-days of the obligations. The continuous chain of payments is essentially different from that interlacing of the series of purchases and sales which we considered on a former page. By the currency of the circulating medium, the connexion between buyers and sellers, is not merely expressed. This connexion is originated by, and exists in, the circulation alone. Contrariwise, the movement of the means of payment expresses a social relation that was already in existence before. 


In proportion as payments are concentrated at one spot, special institutions and methods are developed for their liquidation. Such in the Middle Ages were the virements in Lyons. The debts due to A from B, to B from C, to C from A, .and so on, have only to be confronted with each other, in order to annul each other to a certain extent. There thus remains only a single balance to pay. The greater the amount of the payments concentrated, the less is this balance relatively to that amount, and the less is the mass of the means of payment in circulation. 


If we now consider the sum total of the money current during a given period, we shall find that, given the rapidity of currency of the circulating medium and of the means of payment, it is equal to 


the sum of the prices to be realised 

plus the sum of the payments falling due 

minus the payments that balance each other 

minus the number of circuits in which the same piece of coin serves in turn as means of circulation and of payment. 


The peasant, for instance, sells his wheat for £ 2,which thus serve as circulating medium. When due, lie pays his debt to the weaver, who supplied him with linen, with that sum. The same £ 2 now function as means of payment. The weaver, in turn, buys a Bible for cash; the sum functions once more as circulating medium, etc. Hence, tin- quantity of money current and the mass of commodities circulating during a given period, such as a day, no longer correspond. Money that represents commodities long withdrawn from circulation, continues to be current. Commodities circulate, whose equivalent in money will not appear on the scene till some future day. Moreover, the debts contracted each day, and the payments falling due on the same day, are quite different quantities. 


Credit-money springs directly out of the function of money as a means of payment. Certificates of the debts owing for the purchased commodities circulate for the purpose of transferring those debts to others. On the other hand, to the same extent as the system of credit is extended, so is the function of money as a means of payment. 


The development of money into a medium of payment makes it necessary to accumulate money against the dates fixed for the payment of the sums owing. While hoarding, as a distinct mode of acquiring riches, vanishes with the progress of civil society, the formation of reserves of the means of payment grows with that progress. 


Notes


[1] "For two-fold is the use of every object . . . The, one is peculiar to the object as such, the other is not, as a sandal which may be worn, and is also exchangeable. Both are uses of the sandal, for even he who exchanges the sandal for the food he is in want of, makes use of the sandal as a sandal. But not in its natural way. For it has not been made for the sake of being exchanged." (Aristoteles, De Replica, liber 1. ch. 9.) 


[2] The actual producer of gold or silver forms an exception. He exchanges his product directly for another commodity, without having first sold it. 


[3] But if, on the one hand, it is a popular delusion to ascribe stagnation in production and circulation to insufficiency of the circulating medium, it by no means follows, on the other hand, that an actual paucity of the medium in consequence, e. g., of bungling legislative interference with the regulation of currency, may not give rise to such stagnation. 
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The Circular Course of Capital and the Time requisite for its Circulation. 


(Extracted from vol. II, ch. 1, 2, 3, 4 German edition.) 


We have learnt to know what constitutes the essence of money that it represents in a material and concrete shape the exchange-value of all other commodities, i. e. of all the human labour incorporated in such commodities; and we have further seen the functions of money in the simple circulation of commodities. It now remains for us to investigate the nature of money in so far the latter constitutes capital. 


In doing so we must bear in mind that by capital we understand a sum of values, which yield, or ought to yield, surplus-value. Money capital is thus a capital which exists in the form of money, or in other words, a sum of money applied for the purpose of obtaining surplus-value. We have seen how surplus-value is obtained: in the production of commodities. Money capital must therefore be applied for the production of commodities; and, for this purpose, it is above all things necessary to purchase the objects required for the production of commodities, i. e. means production and labour power. The process of production can then commence. When it is completed, its results must be sold, in order to bring back the. money capital - and also the surplus-value obtained - to its previous money form. 


The circular course of money capital passes therefore through the three following phases: 


First Phase: The, capitalist appears on the market for commodities and the labour market as purchaser. His money is turned into commodities, and thus completes the first phase of the process of circulation: Money - Commodities (M - C). 


Second Phase: The commodities thus bought are applied for the purpose of production, and consumed in the process. Commodities of increased value are the result. 


Third Phase: The capitalist returns to the market as seller. His commodities are turned into money, and the second phase of the process of circulation Commodities - Money (C - M) is completed. 


The circular round achieved by money capital can thus be represented by the following formula: 


M - C .... P .... C - M' 


in which the dots (....} indicate that the circulation is interrupted, whereas C' and M' indicate C and M increased to the extent of the surplus-value. 


The second phase, i. e. that of production, has already been analysed in detail. There remain the first and third phases. We must, of course, in the first place make abstraction of all accidental, non-essential circumstances. Consequently we shall here take for granted, not only that the commodities are sold for their value, but also that this takes place under circumstances which remain the same. We will therefore make abstraction of the changes of value, which may occur during the process of circulation. 


The first phase of that process (M - C) is constituted by the purchase of commodities by means of the money available as capital. But the nature of the commodities is not an optional one. Such commodities must have certain definite qualities, i. e. they must be means of production and labour power. And they must, further, be adapted to each other. The means of production must be such as can be worked-up precisely by that labour power which is purchased. If L represents the labour power, and Mp the means of production, the money capital (M) is divided into two parts, of which one buys the labour power and the other the corresponding means of production. We can represent the process by means of the following formula: 


M - C<LMP


L and Mp must not only be adapted to each other in respect of quality, but also in respect of quantity. Mp must be sufficient to employ L, including such surplus-labour as may be required. For instance, if the daily value of labour power be 3 shillings and if these 3 shillings be the product of 5 hours' labour, according to the laws of capitalist production previously set forth, the 3 shillings must be considered as the wage for more than 5 hours' labour - let us say, for 10 hours' labour. If such a contract, for example, be made with 50 workmen, the latter must collectively furnish the purchaser with 500 working-hours per day, of which 250 represent exclusively surplus-labour. The capitalist who buys the 50 labour powers must therefore buy such an amount of Mp, that the latter suffice not only for 250, but for 500 working-hours. The relation in which the money capital must be divided when purchasing L and Mp, is thus a perfectly definite one. When this has been done, the capitalist not only disposes of the amount of Mp and L necessary for the production of a useful article; but he likewise disposes of the means necessary to produce articles of greater value, i e. surplus-value. His money capital has become productive capital. 


We know that the purchase of labour power (M - L) is the essential feature of this process, seeing that surplus-value arises from the employment of labour power. M - Mp is only necessary in so far as it enables the labour power purchased to enter into activity. Thus although, in the process M - L, the owner of money and the owner of labour power meet each other solely in their respective capacities of buyer and seller, the capital-relation is none the less already included in this incident of circulation. As a matter of fact, the capitalist, before he can apply for the first time his money as capital, must purchase the means of production (buildings, machines, etc.) before purchasing the labour power; for as soon as the latter comes under his control, Mp must be there in order to render the utilisation of L possible. When he buys L, the capitalist is thus already the owner of Mp. The capital-relation, the class-relation between capitalist and wage-labourer thus already exists, nay, is already presumed, when the two confront each other in the process M - L; and this relation exists by reason ot the fact that the conditions under which alone labour power can enter into activity, i. e., the necessaries of life and the means of production, are entirely outside the control of the owner of labour power. The capital-relation existing during the process of production is only rendered manifest because it already exists in the process of circulation, i. e. in the various fundamental economic conditions under which buyer and seller confront each other - in other words, in their class-relation. 


When the process of production is terminated, a certain amount of commodities is available (C), e. g. 10000 Ibs. of yarn, the value of which is greater than the value of the total amount of commodities available when the process of production commenced. The fact that the commodities produced constitute capital is manifest in this increase of value. Such commodities must now be sold. For as long as they are lying on the market, production is at a standstill. According to the rapidity with which capital is reconverted from the commodity form to the money form, will the same capital-value serve in a very unequal degree for the creation of new products and new value. Further, the entire amount of the commodities C must be sold, for it is essential that no part of the lot should remain unsold. Only when the capitalist has sold all the 10000 Ibs. of yarn, has he converted the entire capital-value and surplus-value into money. After the sale, at the end of the whole process of circulation, the capital-value resumes the original form in which it entered upon that process; thus it can begin the process again as money capital, and pass through its various phases. 


When the sale C' - M' is finished, the original capital-value and the added surplus-value are to be found, one next to the other, in the sum of money which appears as the final result of the whole process of circulation, and can thus be separated from each other, or not, as the owner desires. This is important for the continuation of the process of production, according as to whether the surplus-value is added to the capital in its entirety or partially, or is not added to it at all. 


The process of the circulation of capital can proceed normally, only as long as its various phases pass into each other without let or hindrance. On the other hand, it is in the nature of things that the process of circulation should itself determine the immobilisation of the capital in the various phases of the process, during definite time-lengths. 


The process of circulation of capital manifests, in its totality, the intimate connection between production and circulation. In the first phase of its circulation, capital needs the general circulation of commodities in order to assume the form in which alone it can function in the process of production. Capital requires that general circulation just as much in the third phase, in order to cast off its commodity form, under which it would be unable to renew the process of its circulation: it needs it likewise in order to have the possibility of separating the process of its own circulation as capital, from the process of the circulation of the surplus-value added to it. 


The circulation of money capital is thus the most one-sided, and hence striking and characteristic form in which industrial capital manifests itself; in that process the aim and motive power of industrial capital - expansion of value, making money, accumulation - assert themselves most emphatically in the shape of buying in order to sell dearer. The fact that the first phase is M - C, renders manifest the origin of the component parts of the productive capital as derived from the commodities market, and also renders manifest the further fact that the capitalist process of production is conditioned by circulation, i. e. trade. The circular course of money capital is not only the production of commodities; it is itself brought about solely by the process of circulation, which it presupposes. 


The labour power, which the capitalist buys, must as a rule be paid for by him at the end of 1 or 2 weeks. With the means of production, the case is different. In this case the dates of purchase and payment are different. Consequently a part of the money must be used to complete the process M - C whilst another part retains its money form. The necessities of circulation thus cause a storing-up of money. Seeing that all money withdrawn from circulation takes the form of treasure, the treasuring-up of money is indispensable for the regular functioning of money capital. 


The storing-up of a money treasure results also in another way. In the chapter on accumulation we saw that surplus-value is always added afresh to capital, i. e. is applied to extending the scope of production or to creating new places where capital is carried-on. For this purpose, however, it must be of a certain size. It must be sufficient to employ a given number of workmen and to procure the means of production required by them. For the proportions in which production can be extended are not arbitrary, but are determined by technical necessities. If the surplus-value derived from one circular course of capital, is not sufficient, it must be accumulated until, after many such circular courses, it has attained the requisite dimensions. Meanwhile it is immobilised in the shape of treasure, and forms in this shape potential money capital, i. e. money susceptible of serving as capital, but which does not yet serve as such. 


If the commodities sold by our capitalist are not payable immediately, but only after a certain time, which may be short or long, that part of the surplus-product destined to be added to the capital is not turned into money, but into claims, or proprietary rights to some counter-value; the latter may perhaps already be in the possession of the buyer, perhaps only in his prospective possession. 


As to whether the gold surplus-value shall be added once more immediately to the productive capital-value, depends on circumstances which are independent of its mere existence. If it is to serve as money capital in a second, independent business transaction, it must amount to the requisite minimum sum. Such a minimum sum is likewise necessary if it is to be applied to the increase of the original capital. The spinner, for instance, cannot augment the number of his spindles without simultaneously procuring the corresponding number of carding machines and roving frames, to say nothing of the increased expenses for cotton and wages necessitated by such an extension of business. As long as the surplus-value which has been turned into money does not attain this minimal amount, the circular course of capital must be repeated several times. Even modifications of details, e. g. in the spinning machinery, in so far as they render the latter more productive, require a greater outlay for spinning material, an increase of the carding machinery, etc. Thus the surplus-value will, in the meantime, be accumulated. 


Once the process of production is completed, the capitalist throws his commodities into the stream of circulation, in order to sell them. These commodities possess greater value than those (L + Mp) bought by the capitalist before the process of production began. He thus draws, through the sale of his products, a greater value from the process of circulation in the form of money, than he originally threw into it in the same form. But he can only do this because he throws a greater value into the stream of circulation, in the form of commodities, than he withdrew from it. In so far as we consider only the "industrial" capitalist [1], the latter invariably throws a greater value in the form of commodities into circulation, than he withdraws from it. If his supply of commodity-values harmonised with his demand, his capital would obtain no increment. He must, indeed, "sell dearer than he bought". He can do this, however, only because he has meanwhile transformed in the course of the process of production, the less valuable commodities bought by him into more valuable ones. The profit yielded by his capital increases in the proportion that his supply of commodity-values exceeds his demand. He can, therefore, never aim at establishing an equilibrium between his supply and his demand; but, on the contrary, he must constantly endeavour to increase the former as much as possible beyond the latter. 


Exactly the same holds good of the capitalist class in its totality. It is, of course, only question here of the demand which is requisite for production, i. e. of the demand for L and Mp. 


As we have already seen, the capital advanced (Cp) is divided into the part applied for buying Mp and the part applied for buying L. If we consider its value, the demand for Mp is therefore smaller than the capital advanced, and, in consequence, much smaller than the commodity-capital which is, last of all, after the process of production is completed, thrown into circulation. 


The demand for L is increasingly less than the demand for Mp. (Comp. the chapter on Accumulation, ch. XII). 


In so far as the labourer converts the greater part of his wages into means of subsistence - and especially into indispensable means of subsistence - the demand of the capitalist for L is at the same time, indirectly, a demand for the articles of consumption required by the labouring class. But this demand is equal to v, and not an atom larger - at the most it is smaller, if the labourer economises on his wages (v = variable capital). 


Thus the total demand for commodities, on the part of the capitalist, can never be greater than Cp = c + v. But his supply is equal to c + v + s. The greater the rate of profit, i. e. the greater the surplus-value relatively to capital, the more will the supply of commodities by the capitalist exceed his demand, and the less will be his demand relatively to his supply (c = constant capital, s = surplus-value). 


We must not forget that his demand for Mp is always less than his capital, calculated day by day. Let us assume the existence of another capitalist, alongside of him, who supplies him with those Mp, and who, under otherwise identical circumstances, works with an equally large capital; in this case, the demand of the first capitalist for Mp will always be less, in respect of value, than the commodities-product of the second one. The Fact that there is not only one capitalist, but many, does not alter the matter. Let us assume, that his capital amounts to £ 50, of which the constant part (c) is £ 40. In this case, the demand made by him on the collectivity of capitalists is equal £ 40; together they furnish, on £ 50 of capital at equal profit rates, Mp for the value of £ 60. Thus his demand only covers two-thirds of their supply, whereas his own total demand is equal to but four-fifths of his own supply, considered according to the amount of the value. 


Only if the capitalist were to consume the entire surplus-value, and were to continue producing with the capital in its original size, would his demand - as capitalist - be equal in value to his supply. But even then, his demand as capitalist only corresponds to four-fifths of his supply - considered according to the amount of the value; he consumes one-fifth in his capacity as non-capitalist. 


But that is impossible. The capitalist must not only constitute a reserve capital in view of the variations of prices, and in order to be able to wait for the most favourable opportunities for purchase and sale; he must accumulate capital in order to extend the scope of production and to be able to utilise the latest technical progress in his undertaking. 


In order to accumulate capital, he must first let a part of the surplus-value (s) in money form, which he reaped from the process of circulation, accumulate as treasure, until this treasure has attained the necessary magnitude. As long as the process of the formation of treasure lasts, the demand of the capitalist does not increase. The money is immobilised; it withdraws from the commodities market no equivalent in the shape of commodities, in return for the money which it withdrew from that market in exchange for commodities supplied. 


We make abstraction here of credit. When a capitalist, for instance, deposits his money, in the measure in which it accumulates, in a bank on interest, this is also a credit operation. 


The total time needed by capital for its circular course is equal to the time of its production and the time of its circulation? [2] 


The time of working up is included in the time of production, but the latter is longer than the former. The process of production may render interruptions of the labour process necessary, during which the object of labour is exposed to the influence of physical processes without any further human intervention, as e. g. in the case of corn which is sown, of wine which ferments in the cellar, or of the labour material needed by numerous manufactures, such as tanneries, which is subjected to chemical processes. The capitalist must further have a stock of raw materials in hand, and it must be remembered that the implements of labour, machines etc. consume much time in the course of the process of production without producing anything. 


All this is capital which is lying idle. As far as labour is possible at this stage - i. e. . in order to keep the stocks in hand in good condition - it is productive labour which creates surplus-value, seeing that a part of such labour (as is the case with all other wage-labour) is not paid for. The normal interruptions of the whole process of production produce, on the contrary, neither value nor surplus-value. Hence the efforts made to enforce night-labour. 


The interruptions of labour time which the object of labour must undergo during the process of production - e. g. the drying of wood - produce neither value nor sur-plus-value. 


Whatever be the reason for the time of production exceeding labour time, in none of these cases do the means of production (Mp) absorb labour, nor - in consequence - surplus-labour. Hence the tendency of capitalist production to shorten as much" as possible the prolongation of the time of production over and above the labour time. 


Apart from the time of production, capital must pass through the time of circulation. During this time it produces neither commodities nor surplus-value. The longer the time of circulation lasts, therefore, the smaller, proportionately, is the surplus-value produced. Inversely, the more the capitalist succeeds in reducing the time of circulation, the greater will be the surplus-value. This phenomenon would appear to confirm the false idea that surplus-value is derived from circulation. 


Notes


[1]By this we mean the capitalist who produces, whether in the domain of agriculture, or in that of industry or mining - in contradistinction to the merchant, banker, mere landed proprietor, etc., who do not produce. 


[2] From here on, vol. II ch. 5 (German ed.) 


Back to Chapter 16  To Chapter 18






  
    
    
    
    The People's Marx - 18. Commercial Activity
    
  




  

The People's Marx, Abridged Popular Edition of the the Three Volumes of Capital, Borchardt 1921


Chapter 18






  
    
    
    
    The People's Marx - 18. Commercial Activity
    
  




  
Commercial Activity. 


(Extracted from vol. II, ch. 6. German ed.) 


(A) Purchase and Sale. 


As we have assumed that commodities are bought and sold at their value, it is only question in these transactions of converting the same value from a commodity form into a money form, and vice versa. If commodities should not be sold at their value, the sum total of the values thus converted remains none the less unchanged; for what is plus on. the one side of the balance-sheet is minus on the other side. 


The process of conversion requires time and labour power, not, indeed, in order to create value, but in order to render possible the conversion of the value from one form into another. It must be observed, in this connection, that the reciprocal attempt to obtain on this occasion a surplus quantity of value, does not alter matters. This labour, augmented by the reciprocal evil intentions, creates no more value than the labour which takes place in the course of legal proceedings augments the value of the object of litigation. If therefore, the owners of commodities are not capitalists, but independent and direct producers, the time spent on purchase and sale must be deduced from their labour time; for this reason they have always - in ancient times as in the middle ages - sought to relegate such operations to festival days. 


The dimensions assumed by the turnover of commodities in the hands of the capitalists cannot, of course, transform such labour, which produces no value, into labour producing value. Such a miracle would be equally impossible if the capitalist were to confine such work to other persons. 


Purchase and sale become one of the main functions of the capitalist who employs others to work for him. Seeing that he takes possession on a larger scale of the product of others, he must also sell it on a larger scale, and must, further, subsequently buy the elements of production likewise on a larger scale. Neither before nor after do purchase and sale create any value. Such an illusion is due to the existence of commercial capital, of which we shall speak later. But this much is clear from the beginning: if - means of the division of labour - one single merchant having his own capital undertakes on behalf of many capitalists the sale of their commodities, he can thereby shorten, for them, the time required for purchase and sale. In this case he must be regarded as a machine who reduces useless expenditure of force, or who helps to shorten the time of production. But nothing in the nature of such activity is changed thereby, and this activity does not thereby become creative of value. 


We will assume - seeing that we will only later consider the merchant in his capacity as capitalist, and commercial capital - that this agent for purchase and sale is an employe of the manufacturer, who buys Itis labour power. He lives by his activity as buyer and seller, in the same way as others do by spinning or making pills. He fulfils a necessary function. He works as well as anyone else, but the contents of his work create neither value nor a product of any sort. He himself must be reckoned among the costs of production. His usefulness does not consist in transforming unproductive into productive labour, but rather in the fact that through him the amount of labour power and labour time employed in unproductive work is reduced. We will go further. We will assume him to be a mere wage-labourer - nay, if you like a better paid one. Whatever his wages may be, he works a part of the thus for nothing. He receives, perhaps, the equivalent of the produce of eight working-hours daily, and works ten hours. The 2 hours surplus-labour performed by him produce just as little value as the 8 hours of necessary labour. But the costs of circulation, as represented by him, are reduced by one-fifth. The costs of circulation of the capital belonging to the capitalist who employs him, and which must be deducted from that capitalist's income, are reduced by the non-payment of the 2 hours in question. 


The time spent on this is, under all circumstances, to be reckoned among the costs of circulation; and it adds nothing to the values turned over. It is the same as if one part of the product were transformed into a machine, which would buy and sell the other part. This machine causes a deduction from the product, although it can diminish the labour power etc. consumed in the process of circulation. It does but form a part of the costs of circulation. 


(B) Bookkeeping. 


Working-time is not only expended in effectual buying and selling, but also in bookkeeping, which, in turn, requires working instruments, such as pens, ink, paper, desks, office expenses. In this case, the position is similar to what it is in the case of the labour of buying and selling. 


As long as the individual producer of commodities merely keeps his accounts, either in his head or else incidentally, outside the working-time needed for production, it is evident that this activity, of his, and also the working instruments consumed by him during the process, such as paper etc., must be deducted alike from the time and from the working instruments which he is able to consume productively. Neither the scope of the functions, nor the fact that the latter are exercised independently by special book-keepers, alter this in any way. 


Already in the most ancient Indian communities there existed a bookkeeper for agriculture. Bookkeeping here became the exclusive function of an official of the community. Time, trouble, and expense are saved by this division of labour. But production, and the bookkeeping concerned with such production, remain just as distinct entities as e. g. the cargo on board a ship, and the bill of lading. In the person of the bookkeeper part of the labour power of the community is withdrawn from the process of production; the costs entailed by his functions are not refunded from out of his own work, but are subtracted from the total product of the community. In the long run, the position is identical in the case of the bookkeeper employed by the capitalist and in that of the bookkeeper employed by the Indian community. 


There is nervertheless a certain difference between the costs arising out of the process of bookkeeping and those arising out of the process of buying and selling. The latter arise solely from the fact that the product is a commodity, and would consequently disappear as soon as the process of production assumed another social form. Book-keeping, on the contrary, in so far as it controls that process and epitomises it in an ideal manner, becomes all the more necessary in the measure in which the social scale of production develops, and in which the process of production loses its individualist character. Bookkeeping is, therefore, more necessary in the capitalist system of production than in the split-up systems of handicraft and peasant production and still more necessary in a system of production by the community itself, than in the capitalist system. But the costs of bookkeeping diminish simultaneously with the increased concentration of the process of production. 


(C) The Cost of Money. 


Those commodities which serve as money are not absorbed by the process of consumption. Here we have social labour in a form in which it serves as a mere instrument of circulation. Apart from the fact that a part of the social wealth is assigned this unproductive form, the wear and tear of money necessitates its being continually replaced. The costs of such replacing are, in the case of nations which are highly developed from a capitalist point of view, important; seeing that the amount of wealth that assumes the form of money is very large. Gold and silver as money commodities constitute, for the society, costs of circulation which have their origin solely in the social form of production. They are costs derived from the production of commodities per se and are a part of the social wealth which must be sacrificed to circulation. 


(D) Costs of Storage. 


If production and reproduction are to continue without interruption, a quantity of commodities (means of production) must always be available on the market, i.e. a provision must always be to hand. The labourer must likewise find the greater part of his means of subsistence available on the market. For this purpose buildings, stores, reservoirs, stocks of commodities are necessary - i. e. constant capital must be advanced; similarly, labour power must be paid for, in order to store the commodities. Commodities deteriorate, into the bargain, and are exposed to the detrimental influence of the weather. In order to protect them, additional capital is required, which must be laid out partly in instruments of labour, partly in labour power. 


These costs of circulation differ from those already enumerated, in that they enter, to a certain extent, int/> the value of the commodities. In so far as the costs of circulation due to the storage of commodities have their origin only in the length of time necessary to transform available values from the commodity form into the money form, such costs assume the nature of those enumerated in Sections A - C. On the other hand, the value of the commodities is in this case only maintained - or increased - because the use-value, i. e. the product itself, is subjected to operations which permit of additional labour influencing that use-value. (Whereby it must be born in mind that bookkeeping, buying and selling, etc., do not influence the use-value.) In this case, it is true, the use-value is not increased; on the contrary, it diminishes. But its diminution is limited, and it remains. Neither does the value existing in the commodity increase. But new labour, both incorporated and living labour, is added to it. 


(E) Transport. 


It is not necessary to enter here into all the details of the costs of circulation, such as packing, sorting, etc. The general law is that none of those costs of circulation which arise merely out of a transformation of the form of a commodity, add any value to the latter. They are merely the costs entailed by changing the form of the commodity, and belong to the category of the incidental costs of production. They must be replaced from out of the surplus-product, and constitute, as regards the capitalist class as a whole, a deduction from the surplus-value or surplus-product; just as, in the case of the labourer, the time needed for the purchase of his means of subsistence, is time lost. But the costs of transport play too important a part, for us not to consider them briefly here. 


Commodities can circulate without moving in a physical sense; and the transport of products is likewise possible without the Circulation of commodities. For instance if A sells a house to B, the commodity circulates, but does not move. Moveable commodity-values, such as cotton or iron, can remain in the same place whilst being bought and sold dozens of times by successive speculators. What really moves in this case is the property-title to the commodity, not the commodity itself. On the other hand, for instance, the transport industry played a great part in the empire of the Peruvian Incas. 


Aggregates of products do not increase through being transported. Neither is the change sometimes brought about by the fact of transport in their natural qualities - if we allow for certain exceptions - in any way intended to augment their usefulness; on the contrary, it is generally an inevitable drawback. But the use-value of things is realised only in their consumption; and their consumption may render a displacement necessary. Transport thus completes the process of production. The productive capital invested in the transport thus adds value to the commodity transported - partly by transferring value from the means of transport, partly by the addition of value through the medium of the labour required for such transport. This last addition of value is - as is the case with all capitalist production - divided-up into replacing labour-wages, on the one hand, and into surplus-value, on the other. 


Within every branch of production, the displacement of the object of labour, and the instruments of labour and the labour power necessitated hereby, play an important part for instance, in the case of cotton, which is removed from the carding-room to the spinning-room; or in that of coal, which is raised from the mine to the surface. The transport of the finished product (as finished commodity) from one place of production to another, distant from it, does but manifest a similar phenomenon on a larger scale. The transport of the product from one place of production to another is succeeded by that of the finished commodity from out of the domain of production into the domain of consumption. The product is only ready for consumption when it has achieved this process. 


Back to Chapter 17  To Chapter 19






  
    
    
    
    The People's Marx - 19. Commercial Capital and the Work oî the Commercial Employes
    
  




  

The People's Marx, Abridged Popular Edition of the the Three Volumes of Capital, Borchardt 1921


Chapter 19






  
    
    
    
    The People's Marx - 19. Commercial Capital and the Work oî the Commercial Employes
    
  




  
Commercial Capital and the Work of the Commercial Employés. 


(Extracted from vol. Ill, part 1, ch. 10, 17. German ed.) 


Every capital that produces must as we have seen transform the finished commodities into money and the money, in its turn, into Mp and L (means of production and labour); in other words, it must be continually buying and selling. It is, to a certain extent, relieved of these functions by merchants having an independent capital of their own. 


Let us assume that a merchant possesses £ 3000, and that he buys therewith 3 000 yards of linen from the linen manufacturer. He sells these 30 000 yards at a profit of, let us say, ten per cent. With the money thus obtained he again buys linen, which he again sells. He constantly repeats this operation of buying in view of subsequent reselling, without himself producing anything in the meantime. 


As regards the linen manufacturer, he has been paid the value of his linen with the money of the merchant; and, circumstances remaining the same, he can once more buy, with that money, yarn, coal, labour power etc., and continue to produce. 


But although the sale of the linen has taken place, as far as he is concerned, this is not the case, as far as the linen itself is concerned. The latter is still on the market, as a commodity destined to be sold. Nothing further has happened to the linen, beyond a change in the person of its owner. 


Let us assume that the merchant does not succeed in selling the original 30000 yards of linen before the manufacturer has the second 30000 yards ready. In this case, the merchant is unable to buy a second time. Production comes to a standstill and has to be interrupted. Of course it is possible that the manufacturer has other money at his disposal, wherewith to continue the process of production. But the fact none the less remains that that process cannot, for the time being, be continued with the help of the original capital. Here we see clearly that the activity of the merchant simply consists in undertaking the sale of the commodity, which otherwise would have to be undertaken by the manufacturer himself. If, instead of an independent merchant, an employé of the manufacturer were to be exclusively entrusted with the functions of purchase and sale, this fact could not possibly be doubtful for a moment. 


If the manufacturer of linen had to wait until his goods had really reached the last purchaser, i. e. the consumer, the process of his reproduction would be interrupted. Or else, to avoid this, he would have had to narrow the scope of his business operations and maintain a larger reserve of money. This division of his capital does not cease in consequence of the intervention of the merchant. But without the latter, the money reserve would have to be larger, and the scope of production correspondingly smaller. At the same time the manufacturer saves the time required for selling, and can utilise it for the work of supervising the process of production. 


In the event of the merchant's capital not overstepping its necessary limits, we may assume: 


1. that in consequence of the division of labour, the capital, occupied solely in buying and selling (and we must here reckon not only the money necessary to purchase commodities, but also the money necessary for storage, buildings, transport, commercial wage-labour, etc.), will be smaller than it would be if the manufacturer had personally to undertake the whole work of selling his commodities; 


2. that because the merchant undertakes exclusively such work, not only are the manufacturer's commodities converted sooner into money, but the commodity-capital itself finds a market more rapidly than it would in the hands of the manufacturer; 


3. that - when we consider the total commercial capital in relation to the capital that produces - a rotation [1] of the commercial capital may not only represent the rotations of several capitals in a single branch, but also the rotations of a number of capitals in different branches. If the linen merchant has sold the product of the first manufacturer before the latter has another equivalent quantity of linen ready, he can meanwhile buy linen from other manufacturers, and sell it. Or, after the sale of the linen, during the interval which elapses before new linen is to hand, he may sell silk. 


The same commercial capital can thus bring about successively the various rotations of the capitals invested in a given branch; and, consequently, it does not only replace the individual money reserve which every manufacturer should have. For example, after the merchant has sold the corn of 'a farmer, he can, with the same money, buy the corn of a second farmer and sell it; whereas the rotation of the farmer's capital, abstraction made of the time of circulation, is limited by the time of production, which lasts a year. 


The more rapidly the commercial capital rotates, the smaller is the part of the total money capital which figures as commercial capital; inversely, the slower the rotation, the larger is that part. 


We have seen that the acts of selling and buying create neither value nor surplus-value, but - on the contrary - place limits on the formation of value and surplus-value. Nothing is changed in this, of course, if such acts, instead of being performed by the industrial capitalist, are performed by other persons. Abstraction being thus made of all those functions which are not, properly speaking, commercial - e. g. storage, forwarding, carrying, sorting, retailing, which constitute a continuation of the process of production - and limited to its real function of buying in order to sell, commercial capital creates neither value nor surplus-value, but merely serves as the medium for transforming available commodities into money. Nevertheless it must yield the average yearly profit. If it were to yield a larger annual profit than the capital which is engaged in producing does, part of the latter would be converted into commercial capital. The contrary phenomenon would occur if it were. to yield a smaller annual profit. No species of capital can change its functions more easily than commercial capital. 


As commercial capital itself creates no surplus-value, it is clear that the surplus-value accruing to it in the shape of an average profit forms a part of the surplus-value created by the totality of productive capital. But the question now arises as to how commercial capital draws to itself its share of such surplus-value. 


The belief that commercial profit merely consists in raising the price of commodities above their value, is an illusion. 


It is evident that the tradesman can only reap his profit from the price of the commodities sold by him; and it is also evident that this profit, which he realises when selling the commodities, must be equal to the excess of the selling price over the purchase price. 


It is possible that after the purchase of a commodity, and before its sale, extra costs (costs of circulation) are incurred. If this be the case, it is clear that the excess of the selling price over the purchase price does not represent profit alone. In order to facilitate our inquiry, we shall assume for the moment that no such costs are incurred. 


How, then, is it possible that the tradesman sells the commodities at a higher price than he paid for them? 


In the case of the capitalist who produces, we have already answered the same question. His cost price is equal to that part of his capital which is effectually consumed, c + v; to this must be added the average profit, and thus the selling price of the manufacturer is arrived at - i. e. what we have termed the "price of production". If we add together all the prices of production of all available commodities, then the sum will be equal to the real value of the totality of such commodities, i. e. will be equal to the amount of labour effectively contained in them. Thus it comes about - at least at the present stage of our discussion - that the selling prices of the manufacturers are, in their totality, equal to the value of the commodities, i. e. to the amount of labour contained in the latter; their cost prices, on the other hand, are only equal to that part of such labour as is paid for. 


But it is not so in the case of the dealer in commodities, or tradesman. He does not produce, but only continues the process of selling the commodities which the manufacturer [2] began. Already before the sale the manufacturer has the surplus-value in hand, in the shape of the commodities, and through the sale he merely transforms it into money. The tradesman must make his profit by selling. This only appears possible if he increases still further the manufacturer's ' price of production. As the totality of prices of production is equal to the total value of all commodities, it would seem that the tradespeople can only make profit by selling commodities for more than they are worth. 


Such a form of additional charge is very easy to understand. But, on looking at the matter more closely, we shall find that this is only an illusion. (It is always question here only of the average, not of individual cases.) 


Why do we assume that the tradesman can only realise a profit of, say, 10 % on his goods, if he sells them at 10% above their prices of production? Because we have taken for granted that the manufacturer sells the commodities to the tradesman for their price of production. But we must bear in mind once more that the price of production is equal to the cost price + the average profit. This means that we have taken for granted that the tradesman pays to the manufacturer the price of production which would arise if the average profit were to be adjusted without any regard for commercial capital! We have taken for granted that commercial capital plays no part in the formation of the general rate of profit. But this is a perfectly absurd assumption. 


Let us assume that the total amount of productive capital advanced during the year to be equal to 720 c + 180 v = 900 (say thousands of pounds sterling), and let 4-is further assume the rate of surplus-value to be equal to 100 %. The product is thus equal to 720 c + 180 v + 180s = 1080. The rate of profit for the total capital is, then, 180/900 = 20 per cent. This is, therefore, the average rate of profit. But we will now assume that, in addition to the 900 of capital which produces, commercial capital to the extent of 100 is required, which has the same share of profit in proportion to its size. This commercial capital is one-tenth of the total capital of 1000, and takes, therefore, one-tenth share of the total surplus-value of 180, i. e. it gets a profit of 18 per cent. As a consequence, the profit remaining to be divided between the other nine-tenths of the total capital is but 162, i. e. also 18 per cent on a capital of 900. Hence the price at which the total number of commodities produced are sold to the trade by the owners of the productive capital is equal to 720 c + 180 v + 162 s = 1062. And if the merchant adds the average profit of 18% to his capital of 100, he sells the commodities for 1062 + 18 = 1080, i. e. for their value, although he only makes his profit in and through the process of circulation, and only through the excess of his selling price over his price of purchase. 


Thus, in the formation of the general rate of profit, commercial capital co-operates in proportion to the part played by it in the total capital. The share of the total profit due to the commercial capital is already reckoned in the average rate of profit. 


The price of production, at which the productive capitalist, as such, sells, is therefore smaller than the real price of production of the commodity; or, if we consider the total amount of commodities, the prices at which the productive class of capitalists sells them, are less than their value. In the above example, the tradesman, by selling for 118 commodities which cost him 100, adds, it is true, 18% to them. But as the commodity which he purchased for 100 is worth 118, he does not, on that account, sell them above their value. 


The question now arises: what is the position of the commercial wage-labourers whom the tradesman employs? 


From one point of view, such a commercial employé is a wage-labourer like any other. The variable capital of the tradesman, and not that money destined for his private upkeep, serves to buy the employé's labour power. His labour power is not bought for the purpose of private service, but for the purpose of utilising the capital advanced in commerce. The value of his labour power, and consequently his wages, are therefore - as in the case of all other wage labourers - not determined by the product of his labour, but by the costs of restoring his labour power. 


But the same difference must exist between him and those labourers directly employed by the capital which produces, as separates commercial from productive capital, the tradesman from the manufacturer. For since the tradesman or merchant merely serves as medium for the sale of the commodities, and produces neither value nor surplus-value, the commercial employés cannot directly produce surplus-value for him. (As in the case of the productive labourers, we assume that the wages are determined by the value of the labour power, that the tradesman, consequently, does not enrich himself by deductions from them). 


What is difficult, in the case of the commercial employés, is by no means to explain how they produce directly profit for their employer, although not directly producing surplus-value. This question is already settled by the fact of our having shown whence commercial profit is derived. Just as productive capital makes profit by selling labour, incorporated in the goods, which it has never remunerated; so commercial capital makes its profit by paying to productive capital only a part of this unremunerated labour, whilst obtaining payment, when the commodities are sold, for that part also. Productive capital engenders surplus-value by directly appropriating unpaid labour; commercial capital causes part of the already available surplus-value be transferred to itself. The quantity of his profit depends, in the case of the individual tradesman, on the quantity of capital which he can apply to buying and selling; and the larger, the amount of unpaid labour of his employés, the larger that quantity will be. The function itself, through the exercise of which profit accrues to commercial capital, is for the greater part abandoned by the tradesman to his employés. The unpaid labour of the latter, although not creating surplus-value, enables the tradesman none the less to appropriate surplus-value - which is, in practice, the same thing as far as individual capitals are concerned; such unpaid labour is hence the source of profit for those capitals. Commercial transactions could otherwise never be carried out on a large scale, could never develop on a capitalistic basis. Just as the unpaid labour of the productive worker directly creates surplus-value for the latter's employer, so does the unpaid labour of the commercial employé obtain for commercial capital a share of that surplus-value. 


With the commercial employé the difficulty lies, rather, in the following direction: seeing that the labour of the tradesman himself creates no value although it obtains for him a share of already available surplus-value; what is the position in regard to his variable capital, out of which he pays the wages of his employés? Is such variable capital to be reckoned as commercial capital advanced by him? If not, this would seem to contradict the law of the mutual balancing of the rates of profit; what capitalist would advance 150 if he could only reckon 100 as capital advanced? If, on the contrary, his variable capital is to be reckoned, this would appear to be incompatible with the nature itself of commercial capital. For such capital does not obtain its profit by putting the labour of others into motion, but because it buys and sells. 


If every merchant only possessed so much capital as he could cause to rotate by means of his own personal labour, a great frittering away of commercial capital would be the result; this frittering away would increase in the measure in which productive capital increases its scale of production and extends the scope of its operations. There would thus arise a growing disproportion between the two. In the measure in which capital is centralised in the process of production, it would become decentralised in the process of circulation. The productive capitalist would then be obliged to spend much time, labour, and money on purely commercial activities, seeing that instead of dealing with 100 tradespeople, he would have to deal with 1000. In this way the advantages entailed by the differentiation of commercial capital as an independent entity would be, to a large extent, lost, not only would the purely commercial increase, but also the other costs of circulation e. g.sorting, forwarding, etc. Such would he the state of affairs so far as productive capital is concerned. 


Let us now consider the commercial capital. Firstly, in regard to the purely commercial activities. More time is not required for calculating with large figures, than with small ones. It takes ten times longer to make ten purchases for £ 5 each, than to make a single purchase for £ 50. It costs ten times as many letters and stamps, ten times as much paper, to correspond with ten tradespeople in a small way of business, than it does to correspond with one large firm. The limited division of labour in commercial houses, where one employé is bookkeeper and another cashier, whilst others are respectively correspondent, buyer, salesman, traveller, etc., saves a vast amount of labour- time; so that the number of commercial workers employed in the wholesale trade is quite out of proportion to the size of the business. This is the case, because in commerce - far more than in industry - the same function, whether exercised on a large scale or a small one, requires the same amount of labour time. (For this reason, the phenomenon of concentration appears historically at an earlier date in commerce than in industry). Then comes the expenditure of constant capital. 100 small offices are far more expensive than a single large one; similarly 100 small stores are far more expensive than one large warehouse; and so forth. The costs of transport - which, at least in the form of costs which have to be advanced, enter into the merchant's business - increase with the development of the frittering away process. 


The productive capitalist would have to expend more labour and money on the commercial part of his business. The same commercial capital, distributed among numerous small tradespeople, would require - precisely on account of its being frittered away - a much larger number of labourers in order to carry out its functions; and a larger commercial capital would be necessary in order to bring about the rotation of the same commodities-capital. If we call the total commercial capital invested in the purchase and sale of commodities B, and the corresponding variable capital (advanced for the purpose of payment of the commercial employés) b, then B + b is smaller than the total commercial capital B would have to be, if b did not exist, i. e. if every tradesman got along without the help of any employés. 


But we have not yet got over the difficulty. 


The price at which the commodities are sold must suffice, firstly, to pay the average profit on B + b. Here, already, the reader might hesitate. We assume that the selling price is equal to the value of the commodities. We have just seen in what way the commercial capital B shares in the average profit. The latter is contained, therefore, in the price of sale. But what is the case with b? From where is the profit on the supplementary capital b, which has been advanced for the purpose of paying the employés, to be derived - over and above the profit apportioned to the commercial capital B? It would appear as if the profit on b were, in reality, constituted by an arbitrary increase in the price. But we must bear in mind that B + b is smaller than B without b would be. The average profit realised with the cooperation of B is thus sufficient to yield also a profit for b. 


But the selling price must, moreover, suffice, in the second place, not only to yield a profit for b, but to recuperate the sum b itself. i. e. to make good the amount advanced for wages of the commercial employés. And here lies the difficulty. 


If the selling price of the commodities represents nothing but the latter's value, there is - according to the stage of our examination - a sum contained in that price, out of which the cost price and the average profit of the manufacturers are paid, and further the commercial capital with its profit; and this commercial profit is large enough to yield also a profit on the sum advanced by the tradesman for wages of his employés. But how does this sum advanced for wages - the tradesman's variable capital - come itself to be included in the selling price? Can the tradesman, merely by reason of the fact that he employs and pays employés, arbitrarily add the sums thus advanced to the selling price? Or must he pay them from out of his profit, and the latter be reduced in proportion? 


That which the tradesman buys with b is - according to our assumption - only commercial work, i. e. labour necessary for transforming commodities into money, and, inversely, money into commodities. Hence it is labour which transforms values, but does not create values. But if such labour be not performed, commercial capital cannot fulfil 1 its functions; and in this case it has no share in regulating the general rate of profit, i. e. it draws no dividend from out of the total profit. 


Let us suppose B to be equal to 100, b to be equal to 10, and the rate of profit to be 10 V (We make abstraction of the material business costs, so as not to unnecessarily complicate the calculation. For they have nothing to do with the difficulty here confronting us. The constant capital of the tradesman is, at the most, just as large, but as a matter of fact smaller, than it would be if the manufacturer had himself to do the selling.) 


If the tradesman employed nobody, and therefore had no outlay b, the work otherwise performed by the employés would none the less have to be done. The tradesman would have to do it himself. In order to buy or sell to the extent of B (100), the tradesman would give his time and we will assume that it is the only time at his disposal. The commercial work represented by b (10) would, in this case, have to be paid out of profit, i. e. presupposes the existence of another commercial capital of 100. This second B (or 100) would not become merged into the price of the commodities (as a supplement to such price); but this would be the case with the 10 per cent. Two operations would thus take place of 100 = 200, buying commodities for 200 + 20 = 220. 


As commercial capital is absolutely nothing else than a differentiated part of productive capital having become independent of the latter, we will endeavour to find a solution by assuming that the differentiation of the two species of capital has not yet taken place. As a matter of fact the manufacturer also employs commercial employés in his office. Let us therefore consider, first of all, the variable capital b advanced for them. 


This office is always very small compared with the industrial factory. It is clear that in the measure that production develops, the more numerous will the commercial activities become, which must be performed in order to permit of the turnover of the productive capital - of the sale of the product, and of the purchase of the means of production - and in order to keep account of the entire business. To such activities belong the calculation of prices, bookkeeping, financial management, correspondence, etc. The employment of commercial wage-labourers hence becomes necessary, and these persons constitute the office properly so-called. The outlay for these employés, although it takes the form of wages, differs from the variable capital expended on the wages of the productive labourers. Such outlay increases the manufacturers^ expenses, the quantity of capital to be advanced, without directly augmenting the surplus-value. Like all expenditure of a like nature, the outlay in question reduces the rate of profit, seeing that the amount of capital advanced, but not the surplus-value, increases. Consequently the manufacturer seeks to keep down such expenditure - just as in the case of his expenditure for constant capital - as much as possible and to reduce it to a minimum. Productive capital thus adopts a different position towards its commercial employés, from that which it adopts towards its productive wage-labourers. The greater the number of these - other circumstances remaining the same - and the greater will be the amount produced, and the greater will be the quantity of surplus-value or profit. On the other hand, the more production develops, the greater the quantity of commodities produced, and which must be sold in order to realise the value and surplus-value contained in them - and the more do the office expenses increase (absolutely, if not relatively), and give rise to a sort of division of labour. The fact that such expenses are recuperated out of the profit - and thus presuppose the latter's existence - is manifested by the fact (amongst others), that concurrently with the growth of the commercial salaries, these are frequently paid - in part - by percentual participation in the profits. Not because much commercial work is done, is much value produced, but inversely - because, and if, a great quantity of values have to be calculated and turned over, much commercial work is required. It is the same with the other costs of circulation. In order to measure, weigh, pack, transport a large quantity of commodities, that quantity must be available. The quantity of labour required for packing and forwarding etc. depends on the quantity of commodities to be packed and forwarded; and not vice versa. 


The commercial employé does not directly produce surplus-value. But the price of his labour power is determined by its value (i. e. its cost of production), whereas the exercise of that power as in the case of all wage-labourers of all categories -is not limited by its value. Therefore his wages are by no means necessarily proportionate to the quantity of profit lie helps the capitalist to realise in money. What he costs the capitalist, and what the latter gets out of him, are different magnitudes. He is worth something to the capitalist, seeing that - by means of work which is partly unpaid - he helps to reduce the costs due to the conversion of the surplus-value into money. The commercial employé properly so-called belongs to the class of better paid wage-labourer - of those whose labour is qualified labour that stands higher than average labour. Nevertheless the wages have a tendency to sink, as the capitalist system of production develops, and even relatively to the average labour. Partly, this phenomenon is due to the division of labour inside the office; this entails a one-sided development of working capacity, and such development costs - to a certain extent - the capitalist nothing, since the skill of the labourer is furthered automatically by his activity, and the more rapidly, the more one-sided that activity becomes in consequence of growing division of labour. In the second place, it is due to the fact that the preparatory education, the knowledge of commercial routine, foreign languages, etc., are constantly spreading and being acquired more rapidly, more easily, more cheaply, with every progress of science and of the educational systems, and especially in the measure in which the capitalist mode of production develops the practical tendencies of the methods of education. The spread of education permits of the recruiting of commercial employés among classes of the population formerly excluded from such professions, and used to a more primitive standard of living. In this manner the democratisation of education engenders overcrowding and sharpens competition within the commercial profession. With few exceptions, therefore, the labour power of the commercial employés diminishes in value as the capitalist system of production develops; their wages sink, whereas their capacity for labour increases. [3] 


If we consider commercial work in connection with the productive capital, it is quite evident that the former cannot be a source of surplus-value. It will occur to no one to suggest that the costs entailed by the office of a factory are anything else but costs which diminish the profits to the whole extent of their amount. Apparently - but only apparently - it is different in the case of the wholesale merchant. In his case the outlay for costs of circulation appear much larger, because - apart from their own commercial offices, which are included in all factories - that part of the capital which otherwise has to be applied in this manner by the totality of manufacturers is now concentrated in the hands of individual tradesmen. But this, of course, cannot alter the nature of the thing. Costs of circulation appear to productive capital as what they are in reality, i. e. costs. To the tradesman they appear as the source of his profit, which - the general rate of profit being assumed a priori - is precisely in proportion to the amount of such costs. For commercial capital these costs of circulation are a productive investment. Therefore the commercial labour bought by such capital is directly productive for the latter. 


Notes


[1] "Rotation" a term employed by Marx to describe the entire movement of capital from the moment of its outlay for means of production, labour power, etc., till the moment when it is recuperated after sale of the finished commodity. (Translator's note.) 


[2]  It will already have been observed by the reader that we substitute the word "manufacturer" for the more complicated expression "capitalist who produces". To the class of manufacturers, in this sense of the word, therefore, landed proprietors &c., in so far as they produce, belong. 


[3]  Note by Friedrich Engels:: "How true this prophecy concerning the fate of the commercial proletariat - written in 1865 - has proved to be, is clearly shown by the example of the hundreds of German clerks, who, well up in all branches of commercial work and knowing 3 or 4 languages, to-day (1894) in the City of London vainly offer their services for 25 shillings a week - a wage far less than that of a skilled machine-operator." - A lacuna of 2 pages in the manuscript left by Marx indicates that he intended discussing this subject further. 
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The Influence of Commercial Capital on Prices. 


(Extracted from vol. III, part. 1, ch. 18. German ed.) 


If the price of production of 1 lb. of sugar be £ 1, the tradesman could for £ 100 buy 100 lbs. of that article. If he buys and sells this quantity in the course of a year, and if the yearly average rate of profit be 15 %, he would 15 to the sum of 100, and to the sum of 1 the price of production of 1 lb., 3 shillings. He would thus sell the lb. of sugar for £ 1 3 s. But if the price of production of 1 Ib. of sugar were to fall to 1 s. the tradesman could buy for £ 100 2000 lbs., and sell the lb. for 1 s. l 4/5 d. The yearly profit, after as before, on the capital of 100 invested in the sugar trade would be £ 15. Only in the one case he must sell 100 Ibs., in the other 2000 Ibs. 


(We make abstraction here of the costs of circulation, such as storage, forwarding, etc. Only the actual buying and selling are the objects of our investigation). 


The high or low level of the price of production would have nothing to do with the rate of profit; but it would play an important, nay decisive, part in determining the size of that fraction of the selling price of every Ib. of sugar, which dissolves itself in commercial profit - i. e. the supplementary price added by the tradesman to a definite quantity of commodities. 


If we except the cases in which the tradesman has a commercial monopoly, and simultaneously monopolises pro duction, as e. g. in former days the Dutch East India Company; then can nothing be sillier than the common belief that it depends on the tradesman to sell, at his option, a large quantity of commodities at a small profit on each one, or else a small quantity of commodities at a large profit on each one. The limits to his selling price are two in number: on the one hand, the price of production of the commodity, which he does not control; on the other, the average rate of profit, which he does not control either. (It is question here only of commerce in the ordinary sense, not of speculation). 


Consequently the difference between productive and commercial capital is the following: the more frequently productive capital rotates, the greater the amount of profit formed by it. True, through the medium of the general rate of profit, the total profit is not distributed among the various capitals in the proportion in which they participate in the process of production, but in proportion to their size. But the greater the number of rotations of the total productive capital, the greater will be the total quantity of pro fit, and hence also - other circumstances remaining the same - the greater will be the rate of profit. 


With commercial capital the case is different. For commercial capital the rate of profit is a given magnitude, determined on the one hand by the quantity of profit yielded by productive capital, on the other by the relative size of the total commercial capital. The number of its rotations, it is true, exerts a decisive influence on its relation to the totality of capital, since it is evident tint, the more rapid the rotation of commercial capital is, the smaller its absolute size will be and therefore the smaller will be also its relative size (proportionately to the total capital available in a society). 


But - assuming the relative size of commercial capital proportionately to the totality of capital to be given the difference in the number of rotations in the various branches of trade does not affect either the amount of the total profit due to commercial capital, or the general rate of profit. The tradesman's profit is determined, not by the amount of his commodities-capital in rotation, but by the amount of money capital advanced by him in order to bring about this rotation. If the general yearly rate of profit be 15 %, and if the tradesman advances £ 100 - then, if his capital rotate once in the year, he will sell his commodities for £ 115. If his capital rotate five times in the year, he will sell the commodities (purchased for £ 100) five times in the course of the year for £ 103 - i. e. in the whole year a commodities-capital of £ 500 for £ 515. But this amounts, after as before, to a yearly profit of 15 on a capital advanced of 100. If this were not the case, commercial capital would yield, proportionately to the num ber of its rotations, much larger profit than industrial capital - which would be incompatible with the law governing the general rate of profit. 


The number of rotations of commercial in the various branches of trade thus directly affects the selling price of the commodities. The more frequently commercial capital rotates during the year, and the smaller will he the addition made to the commodities capital sold each time 


The same percentage of commercial profit in different branches of trade thus increases, according to the times of rotation in those branches, the selling prices of the commodities by varying percentages, calculated according to the value of such commodities. For instance, if the yearly profit be 15 %: in the event of one rotation the increase will be 15 %, in the event of five rotations 3 %. 


In the case of industrial capital, on the other hand, the time of rotation does not affect in any way the quantity of value in individual commodities, although it affects the quantity of values and surplus-values produced by a given capital in a given time, because it affects the quantity of labour exploited. This phenomenon, it is true, is concealed, and matters would seem to be different as soon as we consider the prices of production; but this is only because the prices of production of the different commodities (accor ding to laws we have already explained) differ from their values. If we consider the process of production in its totality, i. e. the quantity of commodities produced by the entire industrial capital, we shall immediately find the general law confirmed. 


Thus a closer scrutiny of the influence exerted, in industrial capital, by the time of rotation on the formation of value, brings us back to the general law and to the fundament of political economy - i. e. that the value of commodities is determined by the labour-time contained in them; in commercial capital, on the other hand, the influence exerted by the rotations on commercial profit produces certain manifestations which (without a very intensive study of the middle terms) would appear to presuppose a purely arbitrary determination of prices. Prices would seem to be determined merely by the fact that capital is resolved to make a certain quantity of profit in the year. (For instance, it wishes to make 15 % profit yearly; the supplement added to the purchase price of its commodities is fixed accordingly, e. g. each time 3 %, so that 15 %, all told, shall be made during the year). Owing to this influence exerted by the -rotations it would seem as if the process of circulation per se determines the prices of the commodities, independently - within certain limits - of production. 


Hence the notions entertained by a tradesman, a Stock Exchange speculator, or banker concerning the mechanism of the capitalist system of' production, are necessarily quite wrong. The notions of the manufacturer, on the other hand, are falsified owing to the nature of the process of circulation which his capital undergoes, and owing to the equalisation of the general rate of profit. His view of the part played by competition is a wholly erroneous one. Once given the limits of value and surplus-value, and it is easy to perceive how the competition of the various capitals transforms values into prices of production and, further still, into trading prices; and how it transforms surplus-value into average profit. But without these limits it is absolutely impossible to see why competition reduces the general rate of profit to one level rather than to another, to 15 % instead of to 1500 %. Competition can, at the most, reduce it to a single level. But it is absolutely un able to determine this level itself. 


Therefore, from the point of view of commercial capital, the rotation itself appears to determine prices. 


If the same industrial capital (other circumstances, and notably its own organic composition, remaining identical) rotate four times in a year instead of twice, it produces twice as much surplus-value, and hence profit. This is manifestly clear so soon and so long as this capital possesses the monopoly of the improved method of production, which enables it to accelerate the process of rotation. The difference in the time of rotation in different branches of trade manifests itself, on the contrary, in the fact that the profit yielded by the rotation of a given commodities-capital stands in inverse ratio to the number of rotations of the money capital of the tradespeople. "A large turnover and small profits"? - this maxim appears, notably to the small retail tradesman, as one which he must follow on principle. 


It is evident that this law holds good only for the average of the rotations made by the total commercial capital invested in a given branch. The capital belonging to A, who is in the same branch as B, may make more or less rotations than the average number. In this case, the others make less or more. This fact alters nothing in the rotation of the totality of commercial capital invested in the branch. But it has decisive importance for the individual tradesman. In this case he makes surplus profit. If competition compel him to do so, he can sell cheaper than his competitors, without his profit sinking below the average. If the conditions, which enable him to accelerate rotation, be themselves purchasable - e. g. the position of the building where the sales take place - he can pay an extra rent for this, i. e. part of his surplus profit is converted into ground-rent. 
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The Historical Development of Commercial Capital. 


(Extracted from vol. Ill, part 1, ch. 20. German ed.) 


When examining the question from a strictly scientific point of view, the formation of the general rate of profit appears as having its starting point in productive capital, and in the competition between the various productive capitals; and as having been, at a later period, "corrected", completed, modified by the intervention of commercial capital. But, viewed from a historical point of view, just the contrary is the case. 


From what we have already said, it is evident that nothing could be more erroneous than to regard commercial capital as a species of productive capital, like mining, agriculture, cattle-breeding, manufacture, transport, etc. The simple observation that every productive capital performs exactly the same functions as commercial capital when selling its products and buying its raw materials, should alone suffice to render so primitive a conception impossible. Commercial capital is, on the contrary, but a differentiated part of productive capital, which has become independent, which constantly assumes the forms and performs the functions which are necessary to transform commodities into money (and vice-versa). 


Up to now we have considered commercial capital from the standpoint, and within the limits, of the capitalist system of production. Not only trade itself, however, but also commercial capital, is older than the capitalist system is, as a matter of fact, historically the oldest free form of existence of capital. 


Because commercial capital is continuously and exclusively occupied with the circulation and exchange of commodities, no other conditions are necessary for its existence - apart from undeveloped forms which have their origin in direct barter than are necessary for the simple circulation of commodities and money. Whatever be the organisation of the production which supplies commodities for sale - whether it be based on the primitive community or on slavery, or whether it be peasant production, or plebeian production, or capitalist production; whether all commodities be saleable, or only those produced in excess of the producer's own needs - such commodities must always be sold, be exchanged for others. And the medium of the sale, of the exchange, is commercial capital. 


What quantity of products is brought into commerce, and consequently into the hands of the tradespeople, depends on the system of production; that quantity attains its maximum in the fully developed capitalist system of production, in which the product is, in fact, no longer anything else but a commodity, and is no longer produced as a direct means of subsistence. On the other hand, whatever be the system of production, trade gives the impulsion to produce more than the producer requires for his own individual needs, in order to exchange the surplus for treasure or means of enjoyment. There where trade once exists, therefore, it impresses on production a character tending ever more and more towards exchange-value. 


However the society, for the exchange of whose commodities the tradesman serves as intermediary, is organised, the tradesman's fortune always' exists in money form, and his money invariably functions as capital, i. e. it functions for the purpose of making more money, or surplus-value. The motive which determines the merchant to lay out his money in bringing about the exchange of commodities, his definitive aim in so doing, are not only in the capitalist, but also in all the earlier forms of society to make, out of money, more money. The various phases of the process of exchange M - C and C- M' appear merely as transitory incidents of the transformation of M into M', i. e. of money into more money. The characteristic movement of commercial capital is M - C - M' (money commodities - more money), and it differs from the trade between the producers themselves, characterised by C - M - C, which has as final aim the exchange of use-values. 


The more undeveloped production is, the less money will the producers have, and the greater will be the fortune in the form of money in the hands of the tradespeople; or else that money fortune will appear as a peculiar form of trading capital. 


Thus, in all pre-capitalistic times, trade appears as the function par excellence of capital, as the latter's real and only aim. And all the more so, in the measure in which the process of production in itself furnished means of subsistence for the producers. At that time there was no capital other than commercial capital; whereas, as we have seen, capital, in the capitalist epoch, takes possession of production itself, and profoundly modifies its process; so that henceforth commercial capital is but a specific form or function of capital, which coexists alongside of other forms and functions. 


We have thus no difficulty in understanding why commercial capital is to be found in history long before capital has taken hold of production. On the contrary, commercial capital must exist, and have attained a certain degree of development, in order that the capitalist system of production may arise - firstly, because it is a condition precedent for the concentration of money; and, secondly, because capitalist production presupposes wholesale distribution (and not distribution to the individual consumer). Capitalist production, therefore, presupposes also the existence of a tradesman, who does not buy in order to satisfy his individual wants, but in his capacity as intermediary for satisfying the wants of many. On the other hand, all development of commercial capital has the effect of impressing on the process of production a character tending ever more and more to exchange-value, i. e. to transform ever more and more products into commodities. But the development of commercial capital in itself is insufficient (as we shall see directly) .to bring about and to explain the transition from one mode of production to another. Within the system of capitalist production, commercial capital is deprived of its former independent existence, and becomes a specific form of capital investment in general; and the equalisation of profits reduces its rate of profit to the level of the average rate. Henceforth it functions only as the agent of productive capital. The particular social conditions which were created along with the development of commercial capital are now no longer decisive; on the contrary, there where commercial capital is still predominant, archaic conditions prevail. This holds good of different places within one and the same country - where, for instance, the purely trading towns offer us far more points for comparison with former times, than do the factory towns. [1] 


The independent development, and the predominance, of commercial capital imply that capital has not yet taken hold of production. Thus the independent development of commercial capital stands in inverse ratio to the general economic development of society. 


This phenomenon is especially observable in the history of the carrying trade - e. g. in Venice, Genoa, Holland etc. - where the export of their own products by the countries concerned is but a subsidiary source of profit; and where profit is mainly derived from serving as intermediary for the exchange of the products of communities whose trade and general economic life is still undeveloped, and from the exploitation of both producing countries. [2] Here we have commercial capital in its undiluted state, separated from the processes of production between which it serves as intermediary; and this is one of the main sources from whence its origin is derived. But this monopoly of the carrying trade - and consequently the latter itself diminishes in the same measure in which the economic development of the nations progresses, which that monopoly exploited. - A typical example of the way in which commercial capital goes about its business in those countries in which it directly dominates production is, moreover, not only furnished by colonisation in general, but especially by the methods of the old Dutch East India Company. 


At first sight, commercial profit appears impossible as long as products are sold at their value. For the law of trade is: buy cheap and sell dear; and not the exchange of equal values. The quantity in which products are exchanged is at first quite fortuitous. But if products are continously exchanged, and therefore regularly produced in view of exchange, this state of things gradually ceases. But, at first, the fortuitous nature of the products exchanged does not cease in so far as producers and consumers are concerned; but only in regard to the intermediary between the two, i. e. the tradesman, who compares the money prices and pockets the difference. 


The trade of the first independent, highly developed trading peoples and towns in ancient times was based, as simple carrying trade, on the lack of civilisation of the producing peoples, between whom the former served as intermediaries. 


In the preliminary phases of capitalist society - i e. in Western Europe in the Middle Ages - trade dominates industry; the contrary is the case in modern nations. Trade naturally reacts more or less on the communities between which it is carried on; it subordinates production more and more to exchange-value, by rendering the means of enjoyment and subsistence itself dependent on sale rather than on the direct use of the product. It thereby puts an end to the conditions formerly prevailing. It increases the circulation of money. It not only seizes hold of the surplus production; it gradually invades the process of production, and renders one after another whole branches of production dependent on itself. Nevertheless, this 'dissolving influence depends to a large extent on the nature of the producing community. 


As long as commercial capital serves as intermediaryfor the exchange of products between undeveloped communities, commercial profit does not only seem to consist of overreaching and fraud; but, as a matter of fact, it derives to a large extent its origin from these sources. When commercial capital occupies a position of unquestioned dency, it everywhere constitutes a system of plunder; even as its development in all trading peoples, both ancient and modern, is bound-up with extortion, piracy, slave stealing, colonial oppression. Thus it was in Carthage and Rome, and thus it was subsequently with the Venetians, Portuguese, Dutch, etc. 


The development of trade and commercial capital increases everywhere the tendency of production to evolve in the direction of exchange-value; at the same time it widens the scope of production and its. diversity, cosmopolitises it, developes money into world money. Trade thus exercises everywhere a more or less dissolving influence on those productive organisations which it finds already in existence, and which, in all their various forms, were mainly directed towards use-value. The extent, however, to which this process of dissolution is carried, depends in the first place on the solidity and inner structure of the former system of production. And the final result of the process - i. e. what sort of new system eventually replaces the old one - does not depend on trade, but on the nature of the old system itself. In the ancient world the consequence of trade and of the development of commercial capital was invariably slavery; according to what the starting-point of such development was, sometimes the mere transformation of a patriarchal system of slavery, based on the direct production of means of subsistence, into one based on the production of surplus-value. In modern times, on the contrary, the effect of the development of commercial capital is the capitalist system of production. It follows that these results themselves were also influenced by other circumstances, different from those accompanying the development of commercial capital. 


It is in the nature of things that as soon as urban industry, as such, has been separated from agriculture, the products of the former should be, from the beginning, commodities, and that their sale should thus require the medium of trade. In so far, it is evident that trade leans for support on the development of town life, and that, on the other hand, urban development is dependent on trade. Nevertheless, how far industrial development goes hand in hand with such a process depends on entirely different circumstances. Already in the later days of the Republic commercial capital in Rome was more developed than it had ever been before in the ancient world; but there was no accompanying progress of industrial development. Whereas in Corinth and other Greek towns in Europe and Asia Minor, a highly developed industry accompanied the development of trade. On the other hand, quite contrary to the conditions of urban development, what we may call the spirit of trade and the development of commercial capital is often 10 be observed among nomadic peoples. 


There can be no doubt - and precisely this fact has given rise to radically wrong views - that the great transformations in the 16th and 17th centuries, which in consequence of the geographic discoveries took place in trade and which greatly accelerated the development of commercial capita], constituted a decisive factor in effecting the transition from the feudal to the capitalist mode of production. The sudden extension of the world market, the diversity of the commodities circulated, the competition between the European nations for the possession of Asiatic products and American treasures, the colonial system: all these contributed in a vast measure to the bursting of the chains placed by feudalism on production. Nevertheless the modern mode of production, in its first phase - the manufacturing period - was only developed there where the conditions for such a development had been engendered during the Middle Ages. Compare, for instance, Holland with Portugal. [3] And if, in the 16th century - and in part, still, in the 17th - the sudden extension of trade and the opening-up of a new world market exerted decisive influence on the downfall of the old and the rise of the capitalist mode of production, this took place, inversely, on the basis of that capitalist mode, once it had come into being. The world market itself constitutes the foundation of this mode of production. On the other hand, the necessity of constantly increasing the scale of production, inherent to the capitalist system, causes a continuous expansion of the world market, so that, in this case, it is not trade which revolutionises industry, but industry which perpetually revolutionises trade. The supremacy of trade is now bound up with the degree of predominance of the conditions of modern industry. We need only compare, for example, England and Holland. The history of the decline of Holland as the leading trading nation is the history of the subordination of commercial capital to industrial capital. The resistance offered to the dissolving influence of trade by the inner cohesion and structure of the national, pre-capitalistic systems of production, is clearly manifested in the relations maintained by England with India and China. Here, the combination of agriculture on a small scale and domestic industry constitutes the broad basis of the mode of production; to this must be added, in India, the village community based on collective property of the soil, which community was likewise the original form of the economic organisation in China. In India, the English applied simultaneously political and economic pressure, alike as rulers and as owners of ground rent, in order to destroy these little economic communities. In this case, if English trade has been able to influence the system of production, it is only in so far as the cheaper prices of English goods succeed in eliminating the native spinning and weaving industries and thus rend the village communities asunder. Even then, this process of dissolution is a very slow and gradual one. In China, where direct political pressure is not available, the English have been even less successful. The great saving of time and labour due to the direct combination of agriculture and manufacture, offers here the stubbornest resistance to the invasion of the products of modern industry, whose prices are increased by the costs of the process of circulation which everywhere breaks through it. 


The transition from the feudal mode of production takes place in a twofold manner. Either the producer himself becomes tradesman and capitalist - this is the really revolutionary manner. Or the tradesman takes direct possession of the process of production. However much this last manner of transition may, from a historical point of view, be regarded as such - e. g. as in the case of the English clothier of the 17th century, who sells the wool to, and buys the cloth from, those weavers who have remained independent - it none the less does not bring about by itself the transformation of the old mode of production; rather does it maintain the latter as the condition precedent of its own existence. For instance, up to the middle of the 19th century, in the French silk industry, as in the English stocking and lace industries, the manufacturer is only nominally manufacturer. In reality he is a mere tradesman, who let the weavers continue their work as before, each one for himself in his little workshop; and he did but exercise the functions of a tradesman for whom, as a matter of fact, they performed their labour. The same held good of the ribbon manufacture, lace-trimming and silk-weaving industries on the banks of the Rhine. This system is everywhere an impediment to the capitalist mode of production, properly so called, and disappears in the measure of the latter's development. Without transforming the mode of production, that system does but render the position of the labourer worse, turns him into a mere wagelabourer and proletarian under worse conditions than those prevailing among the labourers working directly under capital, and appropriates his surplus-labour on the basis of the old mode of production. Except for a few points of difference, the same state of affairs prevails (1865) in a section of the London furniture industry. The latter is divided up into a number of business branches quite independent of one another. One branch only manufactures chairs, another tables, a third cupboards, etc. But these various branches are themselves carried-on on a more or less handicraft basis, by a master in a small way and a few apprentices. None the less is the production too extensive from these branches to be able to work direct for private individuals. Their clients are the owners of furniture shops. On Saturdays the master goes to the latter and sells his product; whereby seller and buyer bargain over the price just as people in a pawnshop bargain over the loan to be advanced on a given pledge. These masters must sell their products weekly, if only to be able to buy raw material again for the next week, and to pay out wages. Under these circumstances they are in reality but intermediaries between the tradesman and their own workers. The tradesman is the real capitalist, who pockets the greater part of the surplus value. The position is similar to that when the transition of the branches which had formerly been handicraft-worked, or had been side-branches of rural industry, to the stage of manufacture took place. In the measure of the technical level attained by such a small workshop - there where it already employs itself such machines as admit of a handicraft organisation - the transition to modern industry takes place. Instead of by hand, the machine is propelled by steam, as this has recently (1865) happened in the English stocking industry. 


The transition thus takes place in three ways. Firstly, the tradesman becomes, directly, an industrial producer; this is the case with the branches of industry which have developed out of trade especially with the industry of luxury articles, which was imported by the tradespeople from abroad along with the raw materials and labourers, e. g., in the 15 th century, into Italy from Constantinople. Secondly, the tradesman makes of the small master his intermediary, or he buys direct from the self-producer; he lets the latter remain nominally independent, and does not alter his system of production. Thirdly, the industrial producer becomes a tradesman and produces wholesale for the purpose of trade. 


In the Middle Ages the tradesman does but set in movement, so to speak, the commodities produced either by the members of the guilds, or by the peasantry. The tradesman becomes an industrial producer, or, rather, lie lets (he handicraft-worked and - especially the small rural - industry perform labour for him. On the other hand, the producer becomes trader. For instance, instead of receiving his wool little by little in small portions from the tradesman, and working with his apprentices for the la tier the clothweaver buys himself wool or yarn, and sells his cloth to the tradesman. And now the clothweaver produces for the trading world, instead for the individual tradesman or for definite clients. The producer is himself a trader. Originally, trade was the condition precedent for transforming the guild-organised and rural domestic branches of industry, and also feudal agriculture, into capitalist undertakings. It creates the market for the product, it supplies new raw and auxiliary materials, and it thus opens out branches of production which are, from the start, founded on trade. As soon as manufacture, and still more modern industry, have developed to a certain extent, they create in turn the market, which they conquer by means of their commodities. Trade now becomes the servant of industrial production, for which the constant extension of the market is indispensable. Mass production on an ever-increasing scale overflows the available market, and prompts thus to a continual widening-out of this market. This mass production is not limited by trade (in so far as the latter is but the expression of existing demand), but by the size of the functioning capital and the degree of development of the productive force of labour. The productive capitalist has the world market continually before him, and compares - and must compare - his own cost prices with the market prices, not only at home, but in the whole world. In the former period, this comparison falls almost entirely upon the shoulders of the merchants and thereby secures for merchants capital the supremacy over industrial capital. 


Notes


[1]  In modem English history, the commercial class properly so called and the trading towns are also politically reactionary, and allied with the landed and financial aristocracies against industrial capital. Compare, for instance, the political role of Liverpool with that of Manchester and Birmingham. English commercial capital and the English financial aristocracy have only recognised the complete supremacy of industrial capital since the repeal of the corn laws, etc.


[2]  "The inhabitants of the trading towns imported from richer countries more highly finished manufactured goods and expensive articles of luxury, and thus flattered the vanity of the large landowners, who greedily bought these things and paid for them in the shape of large quantifies of raw produce from their estates. Thus, at that time, the trade of a large part of Europe consisted in exchanging the raw produce of one country for the manufactured goods of industrially more advanced countries. As soon as this taste had become general, and caused a large demand, the merchants began, with a view to saving costs, to introduce similar manufactures into their own countries." (Adam Smith, Wealth of Nations, III, ch. 3.) 


[3]  How greatly predominant, in the development in Holland, and apart from other circumstances, the basis was which had been formed previously in the shape of fishery, manufacture, and agriculture this fact was already pointed out by writers in the 18th century. Contrary to the views formerly current, and according to which the extent and importance of Asiatic, ancient, and Middle Age trade were underestimated, it has become the fashion to greatly overestimate them. The best cure for this notion is to consider the English exports and imports at the beginning of the 18th century, and to compare them with those at the present time. And yet the former were incomparably larger than any of those of any older trading people. 
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Interest and the Profit derived from Industrial Undertakings. 


(Extracted from vol. III. part 1. Ch. 21, 22. 23. German ed.) 


Money here taken as the independent expression of a sum of value, whether the latter exist, in fact, in the form of money, or in that of commodities can, on the basis of capitalist production, be employed as capital, and is hereby transformed from a given value into an increasing one. It enables the capitalist to get out of the labourers a definite quantity of unpaid labour, which the capitalist appropriates. In this way it obtains a new use-value, i. e. the use-value of making profit. In this capacity it becomes a commodity, but a commodity of a special kind. 


A man who has £ 5 (100 shillings) at his disposal, is able assuming the yearly average rate of profit to be 20 per cent to make £ 6 (120 shillings) out of the original sum. If this man hands over the £ 5 to another man for a year, and the other man really employs them as capital, the former gives the latter the means of producing £ 1 profit. If the latter man pays, at the end of the year, say 5 shillings to the owner of the £ 5 - i. e. a part of the profit yielded by this sum - he thereby pays the use-value of the £ 5, the use-value of their function as capital. That part of the profit paid by him is called interest, which is thus but a special name for designing a part of the profit. 


It is clear that the property of the £ 5 gives their owner the power to appropriate a part of the profit produced by his capital, i. e. the interest. If he did not give the other man the £ 5, the latter could not make the profit. 


What does the money capitalist give the borrower, i. e. the industrial capitalist? What does he, in fact, sell him? 


What is sold in an ordinary sale? Not the value of the commodity sold, seeing that the latter merely changes its form, and remains in another form in the hands of the seller. What is really sold by the seller, and is consequently transferred to the consumption of the buyer, is the use-value of the commodity. 


What is, now, the use-value which the money capitalist sells for the time of the loan, and which he abandons to the ' borrower? It is precisely the capacity of producing a surplus-value, besides which the original value remains intact. In the case of all other commodities, the- use-value is in the long run consumed; and thus the substance of the commodity disappears, and, with its substance, its value. The commodity we call capital, on the other hand, has a specific peculiarity: through the utilisation of its use-value, its value and use-value are not only maintained but increased. 


What, now, does the industrial capitalist pay, and what is, therefore, the price of the capital lent? A part of the profit which can be produced with it. 


How much of the profit must be paid as interest, and how much remains as actual profit - in other words: the so-called price of the capital lent - will be regulated by demand and supply, i. e. by competition, just like the market prices of commodities. But already here the difference is manifest. If demand and supply correspond to each othr, the market price is, in the case of ordinary commodities, equal to the price of production (cost price + average profit). That is to say, their price then appears to be regulated by the inner laws of capitalist production, independently of competition. For the fluctuations of supply and demand explain nothing but the deviations of the market prices from the prices of production. And these deviations balance each other mutually, so that within certain long periods of time, the average market prices are equal to the prices of production. It is the same with wages. If demand for, and supply of, labour power correspond to each other, their effect is annulled, and wages are equal to the value of labour power. 


It is different, however, in the case of the interest on money capital. Here competition does not determine the deviations from the general rule, but, on the contrary, no general rule for division exists except the one dictated by competition; because as we shall shortly see, no?"natural" rate of interest exists. There is no such thing as tural limits of the rate of interest. 


Seeing that interest is merely a part of the profit, that part which, on our assumption, must be paid by the industrial capitalist to the money capitalist, the maximal limit of the rate of interest appears as constituted by the profit itself, in which the part due to the functioning capitalist would be equal to zero. If we make abstraction of individual cases, in which interest can, in fact, be higher than the profit, but cannot, in consequence, be paid out of the latter - we could perhaps consider as maximal limit of interest the entire profit minus that part of it to be developed later, and which is dissolvable in wages of superintendence. The minimal limit of the interest is entirely indeterminable. ' It can sink to any level. But opposing forces always then enter into play, and raise it. 


The average rate of interest prevailing in a country cannot be determined by means of any law. There is' no such thing as a natural rate of interest in the sense in which the economists speak of a natural rate of profit and a natural rate of wages. The correspondence of demand and supply the average rate of profit being assumed a& given - here means absolutely nothing. There is absolutely no reason why the equilibrium between lender and borrower should result in a rate of interest of 3, 4 or cent etc. 


If we ask why the limits of the mean rate of interest are not to be traced to a general law, the answer is that this is due simply to the nature of interest. The latter is but a part of the average profit. How the two persons having a claim to such profit share it, is in itself purely accidental, just like the distribution of percentages of the common profit of a business company to the various co-  proprietors. 


Despite this, the rale of interest appears much more As a uniform, definite and palpable magnitude, than is the case with the general rate of profit. 


So far as the rate of interest is determined by the of profit, it is invariably determined by the general rate of profit; not by the special rates of profit of particular branches of industry, and still less by the possible extra profit of individual capitalists. 


True, it is exact that the rate of interest itself differs constantly according to the securities furnished by the borrowers, and according to the duration of the loan; but for each of these categories it is, at a given moment, uniform. 


The mean rate of interest appears in every country, during a long period of time, as a constant magnitude, because the general rate of profit - despite the continual changes in the special rates of profit, which changes, however, balance each other - only varies in long periods of time. 


As far as the constantly fluctuating market rale of interest is concerned, however, it must at every moment be regarded as a given magnitude, seeing that on the money market, all loanable capital is, in its totality, perpetually facing the active capital; thus the relation between the offer of loanable capital, on the one hand, and the demand for it, on the other, decides each time the market level of interest. This is a forteriori the case, the more the system of credit, owing to its development and consequent concentration, seizes hold of the loanable capital and throws it all at once, simultaneously, on to the money market. On the other hand, the general rate of profit exists always as a mere tendency, as a mutual balancing movement of the special rates of profit. The competition between the capitalists consists here in gradually withdrawing capital from those branches in which profit has for a long time remained below the average, and, inversely, in gradually supplying it to those branches in which profit is above that level; or else in gradually distributing, in varying proportions, supplementary ca pi tab among such branches. We have here a constant fluctuation of the supply and withdrawal of capital; not simultaneous operations in bulk, as is the case with the determination of the rate of interest. 


The average profit does not appear as a fact which is directly given, but as the final result of the equilibrium of antagonistic fluctuations, which can only be discovered after minute investigation. It is otherwise with the rate of interest. The latter is - at least viewed locally - generally valid, generally fixed, generally known; and both the industrial and the commercial capital include it as an item in their calculations. The level of barometer and thermometer are not more exactly registered by meteorological reports, than is the rate of interest by the Stock Exchange reports and not the rate for this or that individual capital, but for the total capital on the money market, i. e. for all loanable capital. 


On the money market, lender and borrower are placed alone in front of one another. The commodity has but one single form, i. e. money. All the varying forms of capital, according to its investment in particular branches of production and circulation, disappear here. Here, capital exists in the homogeneous form of an independent value, i. e. of money. Here, the competition between particular branches ceases; all such branches are, in regard to capital, merged in the one branch of money borrowers; and capital itself is still indifferent to the particular manner in which it shall be employed. It is here in reality the common capital of a class, appearing in one single phenomenon of supply and demand. 


It must be added that, along with the development of modern industry, money-capital - in so far as it appears on the market - is represented in an ever decreasing degree by the individual capitalist, the owner of this or that fraction of the capital available on the market; and that it appears, in an ever increasing measure, as a concentrated, organised mass, which is placed under the control of the bankers, as the representatives of the social capital, to a far greater extent than is the case with production. The consequence is that, as regards the form of the demand, the massive weight of a class confronts the loanable capital; and, as regards the supply, capital itself appears en masse as loan capital. 


These are some of the reasons why the general rate of profit appears vague and hazy by comparison with the definite rate of interest; which, it is true, fluctuates in its amount; but, since it fluctuates equally for all borrowers, ii appears always to the latter as a fixed magnitude. 


How does it come about that the purely quantitative division of profit into net profit and interest is transformed into a qualitative one? In other words, how does it come about that the capitalist also, who only employs his 'own, and not borrowed, capital, specially calculates a part of his gross profit as interest? And further, that all capital, whether borrowed or not, as bearing interest, be distinguished from itself as yielding net profit? 

(Every quantitative division of profit is not turned into a qualitative differentiation; for instance, this is not the case with the division of profits between partners in a joint concern). 


For the productive capitalist, who works with borrowed capital, the gross profit is divided into two parts: The interest, which he must pay the lender; and the surplus obtained over and above the interest and which constitutes his own share of the profit. Now, whatever may be the amount of the gross profit, the interest is fixed by the general rate of interest, and is anticipated (sometimes by special legal agreements) before the process of production commences and before any sort of profit is made; so that the question as to how much of the profit remains for the producing capital, depends on the amount of interest. This last part of the profit appears, therefore, to the capitalist, as being necessarily derived from the employment of capital in trade or production. Contrary to interest, the still remaining part of the profit which is due to him thus assumes the form of industrial profit (or commercial, as the case may be) or the form of undertaker's profit. [1] 


We have seen that the rate of profit - consequently also the gross profit - does not depend only on the surplus-value, but also on many other circumstances: on the purchase prices of the means of production, on the employment of exceptionally productive methods, on the economy of constant capital, etc. And, apart from the price of production, it depends on specially favourable junctures of affairs, and, in each and every business transaction, on the greater or lesser cunning and activity of the capitalist, how far the latter buys or sells over or beneath the price of production. 


It would thus seem as if the interest which he pays the owner of the money capital, is due to the latter in his capacity per se proprietor of capital. In contradiction here-with, the remaining part now appears as undertaker's profit, exclusively derived from the activity of the undertaker in industry or trade. From the standpoint of the capitalist, therefore, interest appears solely as the fruit yielded by capital per se, in so far as it does not ?work?; whereas the undertaker's profit appears to him as being solely the fruit derived from the functions fulfilled by him, i. e. as the fruit derived from his own personal activity, as contrasted with the inactivity of the money capitalist. 


A separation is thus effected between the two parts of the gross profit, as if they derived from two essentially different sources; each of them becomes "fixed", and independent of the other; and this respective "fixity" and independence must be established for the entire capitalist class and for the totality of capital. It is indifferent whether the capital employed by the active capitalist be borrowed or not. The profit on every capital, consequently also the average profit, is split up into two qualitatively different, independent parts, namely interest and undertaker's profit, both of which are determined by special laws. The capitalist who works with his own capital, and the capitalist who works with borrowed capital, divide their gross profit into interest and undertaker's profit. Interest, which, in the case of the former, is due to himself as proprietor of capital which he lends to himself; and undertaker's profit, which is due to both in their capacity as active capitalists. The capital itself is, in respect of the different kinds of profit yielded by it, split up into ownership, i. e. capital which remains outside the process of production, and which yields interest; and capital within the process of production, which yields the undertaker's profit. 


Capital which yields interest, and interest itself, a sub-division of surplus-value, exist historically long before capitalist production and the conception of capital and profit implied by the latter. For this reason, the capital which produces interest is, in the public opinion, capital par excellence. For the same reason it was long believed that interest serves to remunerate money as such. The fact that money lent produces interest, whether it be really utilised as capital or not, confirms the belief that this form of capital is a distinct and independent one. 


Interest thus appears to the capitalist as surplus-value which capital yields per se, and which it would yield also even if employed unproductively. This is true, in practice, for the individual capitalist. The latter has the choice between lending his capital in return for interest, or utilising it himself as productive capital. But from a general point of view, and applied to the entire social capital, such a notion is entirely wrong - although some economists have sought to make of it the basis of all profit. It is, of course, absurd to assume that the totality of capital will be employed as loan capital, without people being there to buy and utilise the means of production. If an excessive number of capitalists wished to lend their capital on interest, the result would be an immense depreciation of the value of money capital, and a corresponding decrease of the rate of interest. Many would be at once rendered unable to live on their interest, and would thus be compelled to become once more industrial capitalists. But, we repeat, it holds good of the individual capitalist. The latter thus necessarily considers even if he works by means of his own capital - that part of his average profit which is equal to the average interest, to be the fruit of his capital as such, apart from all production. Capital bearing interest is property-capital, and as such is opposed to capital as function. 


The producing (or active) capitalist bases his claim to the undertaker's profit on - and consequently derives that profit itself from - the fact that capital functions (as distinct from the ownership of capital). But, unlike the owner of the capital which bears interest, the representative of the capital in function holds no sinecure. The capitalist directs the process of production and that of circulation alike. The exploitation of productive labour costs much effort, whether the capitalist exploits it personally or entrusts the task to others. His profit as undertaker, contrary to the profit on interest, does not appear to him as the result of ownership, but of non-ownership - as the result of his activity as "labourer". 


He thus imagines thai his profit as undertaker, far from constituting a contrast to wage-labour and deriving from the unpaid labour of others, is itself wages, i. e. the wages of superintendence. 


Even as interest appears as that part of the surplusvalue which is engendered by capital itself, so does the undertaker's profit appear to be necessarily derived from production. The undertaker thus appears to create surplus-value, not because he works as capitalist, but because quite apart from his position as capitalist, he also performs work as such. 


The idea of the undertaker's profit being wages of superintendence is further supported by the fact that a part of the profit can be isolated under the form of wages; or, rather, that a part of the wages appears as a part of the profit. This" is the case with the salary of the manager of the undertaking. 


The work of superintendence and management necessarily arises everywhere many persons perform labour in common for a common purpose. Such work has a double aspect. 


On the one hand, in all labour performed by many persons in common, the 'unity of the process is ensured by a commanding will and by functions which have not in view the detail labour, but the total activity of the whole undertaking; as in the case of the orchestra conductor. This is productive labour, which must be performed everywhere a number of persons work together. 


On the other hand, this work of superintendence a: necessarily in all systems of production based on the antagonism between the labourer and the owner of the means of production. The greater this antagonism, and the more necessary the superintendence. Just as in despotic States, the superintendence and interference of the government in general include both the performance of the common labour indispensable in all communities; and also the special functions which arise in consequence of the antagonism hithe government and the people. 


The ancient authors, who had slavery before their eyes, and who expose in theory what they saw in practice, describe the two aspects of the work of superintendence in absolutely the same way as do these economists for whom the capitalist system of production is eternal. Aristoteles pointed out that all domination, whether political or economic, imposes on those in power the labour of government; in the economic sphere, therefore, they must understand how to suitably employ labour power. Aristoteles adds that no great show can be made with work of superintendence; for which reason the master, as soon as he is rich enough, is glad to abandon the honour of carrying-out such duties to a manager or foreman. 


The fact that the duties of management and superintendence are incumbent on the master in consequence of the exploitation of the labour of others, has often enough been held to justify such exploitation. And, just as often, the taking possession of the unpaid labour of others has been held to constitute a legitimate wage for such work performed by the capitalist. This argument has never been better stated than by a defender of slavery in the United States, a lawyer named O' Connor, in a speech in New- York on December 19 th, 1859, the motto of which was "Justice for the South". [2] "Gentlemen", he said amidst great applause, "Nature itself has predestined the negro to this servitude. He has the necessary strength for work; but Nature, who gave him that strength, denied him the will to work and the reasoning powers indispensable for governing. Both have been denied him. And the same Nature, which denied him the will to work, gave him a master to compel him to work and to make of him, in the climate to which he is adapted, a being useful to himself and to the master who governs him. I maintain that there is no injustice in leaving the negro in the position in which Nature has placed him, and in giving him a master to rule him. We deprive him of none of his natural rights by compelling him to work in return and thereby to furnish his master with an adequate compensation for the labour and talent expended by the master in governing him, and in thus rendering the latter useful to himself and to society." 


Like the slave, the wage-labourer must have a master in order to make him work and govern him. If we assume the relation of the governing to the governed to be eternal and immutable, and as indispensable for production, it is only natural that the wage-labourer be compelled to produce, not only his own labour wage, but also the wages of superintendence, and thereby to furnish his master with an adequate compensation for the labour and talent expended by the master in governing him, and in thus rendering him useful to himself and to society. [3] 


The work of superintendence and management, however, in so far as it originates in the domination of labour by capital, is even in the capitalist system not directly and inseparably connected with the productive functions that derive from the nature itself of labour performed in common. The wages of an epitropos in ancient Greece, or of a régisseur in feudal France, are quite separate from the profit; and assume the form of labour wages for skilful work, as soon as business is done on a scale which admits of the payment of such a manager. Capitalist production itself is responsible for the fact that the work of management, henceforth entirely separated from ownership of capital, is to be found on the street. A musical conductor needs not by any means be the Downer of his orchestra's instruments; nor is it a part of his functions as conductor to have anything to do with the wages of the other musicians. The cooperative factories prove that the capitalist has become superfluous as a functionary in the process of production. After each crisis, in the manufacturing districts in England, we can see a number of ex-manufacturers henceforth superintending, for cheap wages, the factories formerly their own, as the managers to the new owners, who are frequently their creditors.[4] 


We can see from the public statements of accounts of the cooperative factories in England, that after deduction of the salary of the manager - which, just like the wages of the other labourers, belongs to the variable capital - the profit was larger than the average, although the cooperative factories paid, in some cases, far higher interest than the private manufacturers. In all these cases the increase of profit was due to greater economy in the employment of the means of production. What interests us most, however, is the fact, that here the average profit (= interest + undertaker's profit) is manifestly and palpably a magnitude entirely independent of any salary paid for administration. As the profit was here larger than the average profit, so also was the undertaker's .profit larger than usual. 


The same fact can be witnessed in some capitalist undertakings, e. g. joint stock banks. Not only the salary of the manager, but also the interest due on deposits is here deducted from the gross profit; and yet a very large profit of undertaking frequently remains over. 


The confusion of undertaker's profit with the wages of superintendence and administration, arose originally out of the external contrast between interest and the surplus part of profit. It was enhanced owing to the fact that profit was represented, not as surplus-value (i. e. unpaid labour), but as the wages of the capitalist himself for labour performed by him. Socialism, on the other hand, demanded that profit should be measured in practice according to what it claimed to be in theory, namely wages of superintendence. And this was very disagreeable, seeing that such wages of superintendence - like all other wages - were constantly sinking as a result of competition and the cheapening of education. With the development of cooperative societies among the workers, and of joint stock companies among the bourgeoisie, the last pretext for confounding undertaker's profit with wages of Administration vanished. 


In the case of joint stock companies a new swindle has developed in connection with the wages of administration; alongside of, and above, the real manager, a number of administrators and directors are appointed, for whom, as a matter of fact, administration and superintendence are but pretexts for enriching themselves at the expense of the shareholders. "The increment accruing to bankers and merchants by reason of the fact that they act as directors of 8 or 9 different companies, can be seen in the following case: the private balance-sheet of Timothy Abraham Curtis, handed in to the Courts after his insolvency, showed an annual income of £ 800 to £ 900 under the heading ?directorship?. As Curtis had been a Director of the Bank of England and of the East India Company, every joint stock company was delighted to be able to obtain his services as director". [5] ? The remuneration of the directors of such companies amounts to at least a guinea for each weekly hoard meeting. The proceedings in the Court of Bankruptcy showed that these wages of superintendence are generally in inverse ratio to the real superintendence effectually exercised by such directors. 


Notes


[1] The word "undertaker" is the exact translation of the German word ?Unternehmer? and of the French "entrepreneur". It was, to our knowledge, first introduced in this sense into the English vocabulary by Marshall in his Principles of Economics. The undertaker is the owner of an undertaking, who runs it at his own risk. Whether he himself possess the necessary working capital, or whether he has borrowed it from a financier (or money capitalist), is indifferent. - Translator's Note. 


[2] In April 1861 the Civil War between the Northern and the Southern States broke out, caused by the question of slavery, which the Southern States wished to maintain. 


[3] EDITOR'S NOTE - It is worthy of remark that the founder of the Conservative Party in Prussia, Friedrich Julius Stahl (1802 - 1861), expressed exactly the same idea in regard to the modem proletariat. If he has to rely on himself the proletarian will go to the wall; therefore has Providence in its wisdom appointed masters for him, to whom he ought, for reasons of gratitude and in his own interest, to submit completely; the master has a right to claim remuneration for his labour of government. Die gegenwärtigen Parteien in Staat und Kirche. (The present parties in State and Church. Written in 1850.) 20th lecture. 


[4] ?In a case known to me, a bankrupt manufacturer became, after the crisis in 1868, wage-labourer of his own former labourers. After the bankruptcy, the factory was taken over by a cooperative association of the latter, who appointed the ex-proprietor as manager.? (Note by Friedrich Engels.) 


[5] The City, or the Physiology of Business in London. 1845. p. 82. 
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Credit and Banks 


(Extracted from vol. III. part 1. ch. 19. 25, 27. vol. III, part 2. ch. 29. German ed.) 


The capitalist has constantly to pay money to a large number of persons, and has also constantly to receive money in payment from a large number. The technical operations of paying and receiving money are in themselves labour which produces ho value and which must be reckoned among the costs of circulation. In addition, a definite part of the capital must always be available as treasure: a reserve of means of purchase and payment, unemployed capital awaiting employment in the form of money. This renders - besides receiving and paying money, and bookkeeping - a storing of the treasure necessary; which, in turn, constitutes a special kind of labour. 


These purely technical processes of development, through which money has to pass - and the labour and costs which arise therefrom - are shortened by the fact that they are carried out by a particular section of agents or capitalists, on behalf of the whole capitalist class. Through the process of division of labour they become the special function of a section of capitalists, and hence (just as in the case of commercial capital) are concentrated, and take place on a large scale. Within this particular process, again, we find division of labour; which manifests itself alike in the constitution of heterogeneous branches, independent of one another; and also in the development of the workshop within each of these branches: payment and reception of money, balancing of accounts. bookkeeping, deposits, &c. 


We have already shown how money originally develops in the process of barter between communities. The money trade, i. e. the trade in the money commodity, develops at first, therefore, out of international intercourse. As soon as different coinages exist in different countries, the merchants who buy abroad must change their local coin for the coin of the country with which they are dealing, and vice versa; or else various coins must be exchanged for uncoined silver and gold, the world money. Hence we may consider exchange as one of the main foundations of the modern trade in money. [1] Out of exchange discount banks develop, in which silver or gold in their capacity as world money now as bank or trade money - function in contradistinction to current coinage. 


This exchange business, this trade in money, is one of of the causes that gave rise to the development of credit. The detailed study of credit and of the instruments employed by it (credit money etc.) does not lie within our purpose. Only a few points need here be dwelt on, because they are characteristic of the capitalist system of production. We have to deal only with commercial and banking credit. The connection between their development and that of public credit will not be discussed. In chapter XVI (p. 192) we have already shown how the function of money as medium of payment develops out of the simple circulation of commodities, and how relations as between creditor and debtor are formed between the producers of, and the dealers in, commodities. "One sort of commodity requires a longer, another a shorter time for its production. Again, the production of different commodities depends on different seasons of the year. One sort of commodity may be born on its own market-place, another has to make a long journey to market.' Commodity-owner No. 1 may therefore be ready to sell, before No. 2 is ready to buy. When the same transactions are continually repeated between the same persons, the conditions of sale are regulated in accordance with the conditions of production. On the other hand, the use of a given commodity, of a house for instance, is sold for a definite period. Here, it is only at the end of the term that the buyer has actually received the use-value of the commodity. He therefore buys it before he pays for it. The vendor becomes a creditor, the purchaser becomes a debtor." 


With the development of trade and of the capitalist system of production, which only produces in view of circulation, the basis of credit is enlarged, elaborated, and universalised. On the whole, money here functions only as means of payment, i. e. the commodity is not sold for cash but for a written promise to pay at a certain date. (For the sake of convenience we shall designate all such promises of payment as bills of exchange). Until maturity, these bills themselves circulate as means of payment and form trade money (or commercial money) properly so-called. 


"In every country the majority of credit transactions take place in the sphere of industry itself . . . The producer of the raw material advances the latter to the manufacturer who works it up, and receives from him a promise t on a given day. The manufacturer, having completed his part of the work, advances in its turn the commodity on similar conditions to another manufacturer, who elaborates it further, and thus credit extends over an ever wider area, from one person to another as far as the consumer. The wholesale dealer advances commodities to the retail h man, whereas the former receives advances from the manufacturer or the commissioner. Everyone borrows with the one hand and lends with the other, sometimes money, but more often products. Thus, in the world of industry, an incessant exchange of advances takes place, which combine and clash with one another in all directions. It is precisely in the diversity and growth of these mutual advances that the development of credit resides, and here is the real source of its power." [2] 


The other aspect of credit is connected with the development of the trade in money, which in capitalist production naturally keeps pace with the development of the trade in commodities. The storing of the reserve funds of the business world, the technical operations of receiving and paying out money, the international payments, and consequently the bullion trade, become concentrated in the hands of the money dealers. 


"The cashier receives from the tradespeople who utilise his services, a certain sum of money, in return for which he opens them a  in his books. They send him, further, their claims for the sums due to them, which sums he collects and places to their credit; on the other hand, he makes payments for them conformably with their instructions, and debits their current account for the amount. For these services he demands a small remuneration, which, however, can afford adequate compensation for his work only in the measure of the extent and magnitude of his operations. If payments have to be balanced between two tradesmen working with one and the same cashier, such payments can very easily be effected by reciprocal bookings, whereas the cashiers, from day to day, adjust their reciprocal claims for them." (Vissering, Handboelt van praktische Siaatshuishoudkunde, Amsterdam, 1860, vol. I, p. 247). 


In view of 1he need resulting from local conditions in Venice, where the carrying of cash is more inconvenient than it is elsewhere, the wholesale merchants of that city founded ?associations of depositors?. The members of such associations deposited certain sums under the requisite guarantees of security, control and administration; they gave their creditors payment-orders; whereupon the sum paid was debited lo the debtor's account in the book kept for this purpose, and credited to the account of the creditor. The first beginnings of deposit and clearing banks.' (Hüllmann, Städtewejen des Mittelalters, Bonn 182629, vol. I, p. 550.) 


The administration of capital bearing interest, or money capital, develops in connection herewith into a special function of the money dealers. Borrowing and lending money becomes their speciality. They serve as intermediaries between the real lender and the borrower of money capital. Expressed in general terms, banking business, from this point of view, consists in concentrating the loanable capital in large quantities in the hands of the bankers, so that instead of the individual moneylender, the bankers appear as the representatives of the totality of moneylenders, on the one hand, facing the industrial and the commercial capitalists, on the other. They become the universal administrators of money capital. Inversely they concentrate the borrowers, in regard to the totality of moneylenders, by borrowing for the entire commercial world. In general their profit consists in borrowing at a lower rate of interest than they lend. 


The banks obtain possession of the loanable capital at their disposal in various ways. At first the money capital which every producer and tradesman has in reserve, or which is paid him, is concentrated in their hands by reason of the fact that they are the cashiers of the industrial capitalists. In this way, the reserve fund of the trading world, being concentrated in common, is limited to the necessary minimum; and part of the money capital, which would otherwise lie idly in reserve is paid out in loans. Secondly, the loanable capital at the disposal of the banks is formed by the cash deposits of the money capitalists, who entrust the task of lending to them. Thirdly, as soon as the banks begin paying interest on deposits, the savings of all classes and all the money momentarily unemployed are deposited with them. Small sums, each of which is in itself unable to function as money capital, are gathered together in large quantities and thus constitute a financial power. Fourthly, incomes which are but gradually consumed, are deposited with the banks. 


The loans are made by discounting the bills of exchange - i. e. by paying in cash before they are due the amount they represent - and by means of advances in sundry shapes: direct loans on personal credit, loans on the security of papers of all sorts bearing interest, especially of certificates of ownership of commodities, etc. 


It is clear that the money capital with which the banks deal is none other than the capital in circulation of merchants and industrial undertakers; and that the operations undertaken by the banks are simply the operations of such merchants and undertakers, for which the banks serve as intermediaries. 


It is equally clear that their profit is but a deduction from the surplus-value, since they only deal with values already realised - even if merely in the shape of debt claims. - Part of the technical operations connected with the circulation of money must be carried out by the tradespeople and producers themselves. 


The general observations made so far by us in the course of our study of credit were the following: 



  	 Credit is necessary in order to create a medium whereby the rate of profit may be equalised. 



  	 It reduces the costs of circulation. 

    
      
      	 Money is saved in three ways by the introduction of credit. 

	
			 Because it is henceforth not needed in a large number of transactions. 

 
  			 Because its circulation is accelerated. On the one hand, owing to the technical methods adopted by the banks. On the other hand, owing to the acceleration of the turnover of commodities due to credit.  

 
			 Because paper money is substituted for gold. 


	


   	 Credit shortens the various phases of circulation, hence also the whole process of reproduction. On the other hand, it permits cf the processes of buying and selling being longer separated, and thus serves as basis for speculation. 
 
It reduces the reserve fund, which phenomenon can be regarded from a twofold point of view: from that of the reduction of the medium of exchange in circulation, and from that of the reduction of the amount of capital necessary in money form. 





  	 Formation of joint stock companies. Hereby: 


	Immense extension of the scale of production, and foundation of undertakings which would have been impossible for any individual capital. 


	 In itself, capital rests on the cooperation of the many. In the joint stock company it directly assumes the form of social capital, in contradiction to private capital. Here we have the suppression of capital as private property within the limits of the capitalist mode of production itself. 



	 The capitalist, who, in reality, is the functioning capitalist, becomes in the joint stock company a mere director, the administrator of the capital of others; and the owners of the capital become mere money capitalists. Even if their dividends include the interest and the profit of undertaking, i. e. the total profit, the latter is none the less obtained henceforth only in the form of interest (for the director's salary is, or is meant to be, a simple labour-wage); that is to say, it is obtained in the form of a mere remuneration due to the owner of capital. Ownership of capital is henceforth entirely separated from the latter's function in the real process of reproduction and vice-versa. 


This phenomenon, the result of the most complete development of capitalist production, constitutes an essential stepping-stone to the re-transformation of capital into the property of the producers - not as the private property of individual producers, but as social property. It is also the stepping-stone to the transformation of all those functions hitherto bound-up with the private ownership of capital, into social functions. 


As profit, in this case, assumes purely and simply the form of interest, such undertakings are still possible if they do but pay interest. 


(Additional Note by Friedrich Engels: Since Marx wrote the above, new forms of industry have been developed, by which the joint stock company has been raised to the second and third power. The time-honoured freedom of competition is at an end, and must itself admit its scandalous bankruptcy. It is bankrupt because, in every country, the magnates in any particular branch of industry unite in view of regulating production. In some cases it even came for a time to international trusts, e. g. between the English and the German iron industries. But even this form of socialisation of production did not suffice. The antagonism of the interests of the individual business firms caused it to be broken through too often. And thus it came about that, in some branches, in which the level attained by the process of production admitted of it, the entire production of the branch was concentrated in one single vast joint stock company under homogeneous management. In these branches, therefore, competition is replaced by monopoly, and the future expropriation by the whole society, the nation, has been most happily prepared.) 


This is equivalent to the abolition of capitalist production within the capitalist system of production - a glaring anomaly which already at first sight appears as a mere transitional stage to a new form of production. 






	  Apart from the joint stock organisations, credit gives the individual capitalist - or him who plays the part of capitalist - an absolute control, within certain limits, over the capital, and consequently over the labour, of others. This capital, which a man really - or according to public opinion - possesses, becomes the basis for the superstructure of credit. This is especially true of the wholesale trade. That, which is risked by the speculating wholesale tradesman is not his own, but social property. The catchword of the origin of capital being found in saving also becomes wholly obsolete; for the tradesman in question demands precisely that others should save for him. 


The cooperative factories of the working-classes are, within the old form of production, the first positive breach of that form; although they naturally manifest everywhere in their organisation the defects of the existing state of things. But, in them, the antagonism between capital and labour has been suppressed, although at first only in so far as the labourers, in their capacity of cooperators, become their own capitalists. The cooperative factories in question show us how a new mode of production develops naturally out of the old one, once a certain degree of development of the productive forces, and of the corresponding forms of production, has been reached. 


The capitalist joint stock undertakings are, just like the cooperative factories, stepping-stones leading from the capitalist to the social system of production; in the former, the antagonism has been negatively, in the latter, positively suppressed. 





Bank capital consists of (1) cash, either gold or notes, (2) scrip securities. [3] The latter, in turn, may be divided into two categories, viz: 


1. Commercial papers, bills of exchange; the latter are ?floating values?, which become due from time to time; in the discounting of such bills (i. e. their payment in advance, before maturity), banking business properly so-called consists. 


2. Public securities, such as treasury notes, shares of all kinds, in short scrip bearing interest, but which differ essentially from bills of exchange. Mortgages can be reckoned among such scrip. 


The capital thus composed is subdivided into the invested capital of the banker himself and the deposits. In the case of banks issuing notes, the latter constitute a third subdivision. 


For the present we shall leave deposits and notes out of consideration. 


The form assumed by capital bearing interest causes every definite and regular income to appear as interest on capital, whether the income in question derives from capital or not. In the same way every value-sum appears as capital as soon as it is not spent as income - i. e. it appears as main sum contrasting with the possible or real interest which it can bear. 


The matter is simple. Let us assume the average rale of interest to be 5 per cent yearly. A sum of 500 shillings (or £ 25) would thus yield 25 shillings every year, if transformed into capital bearing interest. Every fixed yearly income of 25 shillings is thus regarded as the interest on a capital of £ 25. But this is a pure illusion, except in the case that the source from which the 25 shillings derive is susceptible of being transferred - whatever that source itself may be, whether a mere right of ownership or debt claim, or a real means of production such as landed estate. 


Let us take, for example, the public debt and labour-wages. 


The State must pay its creditors every year a certain quantity of interest for the borrowed capital. The creditor cannot, in this case, give notice to his debtor to pay, but he can only sell his claim. The capital itself has been consumed, spent by the State. It exists no longer. What the creditor of the State has in hands is (1) a promissory note signed by the State for, say £ 5; (2) thanks to this promissory note a claim on the yearly State revenue, i. e. on the product of taxation, for a certain amount, say 5 shillings or 5 per cent; (3) he can sell this promissory note, if he wishes, to any other person. But in all these cases the capital, which is supposed to yield the interest paid by the State, is purely illusory and fictitious capital. Not only has the sum originally lent to the State ceased to exist; but it was never intended to invest that sum as capital. 


Let us now come to labour power. Labour wages are here regarded as interest, and consequently labour power is considered as the capital which yields this interest. For instance, if a year's wages amount to £ 50 and the rate of interest is 5 per cent, the annual labour power is equal to a capital of £ 1000. The capitalist way of thinking attains here its highest pinnacle of absurdity. This foolish idea is, of course, disproved by two circumstances; firstly, the labourer must work in order to obtain his "interest"; and secondly, he cannot convert the ?capital value? of his labour power into cash by transferring it. 


This method of calculation is termed "capitalisation". Every regular income is capitalised by reckoning it - on the basis of the average rate of profit - as the amount which a capital lent at such a rate would yield. The last traces of any connection with the real process of the utilisation of capital are thus lost sight of; and the idea gains ground that capital undergoes, in some mysterious way, a sort of process of self-utilisation. 


Even there where the promissory note - in the security - does not, as in the case of the public debt, represent absolutely fictitious capital, its capital value is purely illusory. The shares of railway, mining and shipping companies represent real capital, namely, the capital invested in those undertakings. But such capital has not a double existence - on the one hand as capital value of the shares, on the other as capital effectively invested in the undertakings. It exists only in this latter shape, and the share is nothing but a right of ownership to the surplus-value made by it. 


The scrip is saleable, and consequently becomes a commodity; the movement and fixation of the latter's price are peculiar. The price of the shares of an undertaking rises in the measure in which its profits increase. If the nominal value of the share (i. e. the sum invested, which the share originally represented) be £ 5, and if the profit of the undertaking increases from 5 to 10 per cent, the share's value rises to £ 10, other circumstances remaining identical, and the rate of interest being 5 per cent. The contrary is the case if the profit diminishes. But if the utilisation of the effective capital remain the same; or if, as in the case of the public debt, no real capital be available, the price of the scrip rises or falls in inverse ratio to the rate of interest. If the latter rise from 5 to 10 per cent, a security which guarantees 5 shillings interest henceforth represents but a capital of T)0 shillings. If the rate of interest falls to 2 1/2 per cent, the same security represents a capital of £ 10. In times when the money market is depressed, these securities will fall twofold in price; firstly because the rate of ^t rises, and secondly, because they will be thrown in large quantities on the market. 


All such scrip represents, in fact, nothing but accumulated claims, rights of ownership to future production. 


The greater part of bankers' capital is thus purely fictitious, and consists of debt claims (bills of exchange), State securities (representing former capital) and shares (drafts drawn on future increments). 


With the development of the credit system, therefore all capital appears to be doubled, or sometimes even trebled, because the claims for debts and the rights to ownership, which always represent but one and the same capital, are to be found in various hands and under various forms. A large part of the capital alleged to be available is mere phantasmagoria. This holds true, also, of the "reserve fund", in which we had thought to grasp at last something solid. 


(Illustration furnished by Friedrich Engels: In November 1892 the 15 largest London banks had a reserve fund of nearly £ 28 000 000 all told, of which £ 3 000 000 at the outside was available as cash in their safes. The remainder consisted of their credit balances at the Bank of England. But the latter itself had, in the same month, always less than £ 16 000 000 as cash reserve.) 


The bank system is, from the standpoint of formal organisation, the most artificial and highly evolved product which capitalist society is capable of producing. Hence, the immense influence exercised by an institution like the Bank of England on trade and industry, although the real movement of these latter are quite outside the sphere of activity of the former, who maintains a passive attitude towards it. True, the form of a general bookkeeping and of a general distribution of the means of production on a social scale comes hereby into existence; but only the form. We have seen that the average profit of the individual capitalist, or of every particular capital, is not determined by the surplus-labour which this capital appropriates first-hand; but by the quantity of total surplus-value appropriated by the totality of capital, and out of which each particular capital draws its dividend only as a proportional part of that totality. This social character of capital is not completely realised, until the full development of credit and banking. On the other hand, the effects of that development are more far-reaching still. The system of credit and banks places all the momentarily unemployed capital of society at the disposal of the productive and commercial capitalists, so that neither he who lends nor he who utilises that capital are its owner or its creator. The system thus suppresses the private aspect of capital and implies per se - but only per se - the suppression of capital itself. Through the medium of the banks, the repartition of capital is taken out of the hands of private capitalists and usurers, and is transformed into a special social function. But precisely on account of this, credit and banks constitute at the same time the instruments par excellence for impelling the capitalist system of production beyond its own natural limits; and become powerful means for producing crises and promoting fraud. 


There is, finally, no doubt that credit will serve as a powerful lever during the transition from capitalist production to the system of production by social labour; but only as an element taken in conjunction with other radical transformations of the mode of production itself. On the other hand, the fallacies regarding the miraculous socialising influence of credit and banks are due to complete ignorance of the laws of capitalist production, and of the credit system which is one of the forms of that mode of production. 


Notes


[1]"The necessity of employing- everywhere the local coinage in commercial transactions, in which a settlement by means of coin was indispensable, arose from the great divergency of the coinages of the numerous princes and towns authorised to coin money, in respect of their standard of value. In order to effect cash payments, the merchants, when travelling to foreign markets, provided themselves with pure, uncoined silver and also with gold. In the same way, on starting on their return journey, they changed the local money paid over to them into uncoined silver or gold. The exchange of uncoined precious metal for local coinage, and vice versa, was thus a widespread and lucrative form of business". (Hüllmann, Städtewesen des Mittelalters, Bonn 1826-29, vol I, p 437 ) 


[2] Coquelin, Le credit et les banques dans l'industrie, in Revue des Deux Mondes, 1842. 


[3] From here on vol. III, part 2, ch. 29 German ed.
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Crises. 


Editor's Introductory Note: Marx's theory of crises is so important for a comprehension of his whole teaching, that it cannot be omitted here. Unfortunately, every attempt to render this theory easily comprehensive in the same manner as the other parts of the work, that is to say by abbreviation and occasional modification of the terms of expression, has failed. In Capital, several hundred pages are devoted to this theory. [1] Marx has here undertaken a detailed study of the proportions in which capital and labour must be distributed in the different branches of production, if the equilibrium between production and consumption is to remain undisturbed; and further, the demonstration that, with every increase of production - increase which is continuously necessitated by capital's need for accumulation - the capitalist system destroys the equilibrium, thereby causing the crises. Marx thus shows that crises are not caused by mistakes committed by the capitalists, but are, on the contrary, an inevitable result of normal activity of capital. If we wished to repeat all Marx's calculations, unending series of extremely dry arithmetical propositions would be the consequence, comprehensible only to those who, by dint of exceptional energy, could remember the innumerable details; and which, therefore, would probably be read by nobody. This, however, would be contrary to the purpose of The People's Marx. 


We have therefore decided to go to work differently. We reproduce but a small fraction of Marx's calculations, in order to illustrate the method adopted by him. We then supplement these calculations by means of an essay written by us personally, which aims at showing and making comprehensible to the reader all that, in the present chapter, is essential. 


We would add, that in his book Finanzkapital (Vienna, 1910 ch. 16-20, especially pp. 304-318), Rudolf Hilferding has given a good summary of Marx's arguments. Another work which in this connection may be read usefully, is the third section of chapter 12 of Franz Mehring's book Karl Marx, (Leipzig, 1918, pp. 378-387.) The author of the section in question was Rosa Luxemburg. 


If we consider the commodity product [2] supplied by society during the course of the year, we find it includes those parts which go to replace capital, and also those destined for consumption and which are, in fact, consumed by labourers and capitalists. How is the value of the capital consumed in the process of production replaced out of the annual product? And how is this interwoven with the phenomenon of the consumption of surplus-value by the capitalists and of labour-wages by the labourers? 


We shall at first base our investigation on the assumption that the process of reproduction is carried-on on a simple scale, i. e. that this process is not extended, and is carried on as it was previously. We shall further assume that products are exchanged according to their value, and that the component parts of productive capital do not alter their value either. In so far as prices deviate from value, this can exert no influence on the movement of the totality of the social capital. After as before, products are exchanged, on the whole, to the same amount; only the value of the share of each individual capitalist in the process, is no longer proportionate to the capital advanced, or to the surplus-value produced, by each one. But as far as other changes of value are concerned, such changes - in so far as they are of a uniform and general nature - cannot modify the relation between the respective value of the various component parts of the total annual product. On the other hand, in so far as such changes are only local and are not uniform, they can be understood only if we consider them to be deviations from relations of value which remain unchanged. But if we succeed in discovering the rules according to which one part of the annual product replaces constant, and another variable capital, a change in the value of the constant or variable capital would not modify those rules, but only the amount of the part passing over into the one or the other function. 


The movement with which we are now dealing, i. e. the reconversion of a part of the value of the product into capital, whereas the other part is absorbed by the consumption of the capitalist and labouring classes alike, does not only replace value, but also matter; and is thus determined alike by the mutual relation of the respective values of the various component parts of the social product to one another, and by the material composition of those parts. 


It must, further, be remembered that simple reproduction on a uniform scale does not in reality take place in capitalist society. On the one hand, to assume the absence of all accumulation on a capitalist basis, would be a strange hypothesis; on the other hand, the conditions of production are not absolutely identical in different years. However, in so far as accumulation takes place, simple reproduction invariably forms part of it, and can therefore be considered in itself. 


The total product, consequently also the total production, of society, may be divided into two main parts, viz: 


I. Means of production, i. e. commodities in a shape in which they must, or at least can, serve the purpose of new production (or, in other words, be absorbed by productive consumption). 


II. Means -of consumption, i. e. commodities in a shape in which they are consumed by the capitalists and labourers, (or, in other words, in which they are absorbed by individual consumption). 


In each of these divisions, capital falls into two parts: 


1. Variable capital. Considered from the point of view of value, this capital is equal to the value of the labour power employed in the division, consequently it is equal to the sum total of wages paid for such labour power. From the point of view of material, it consists in the active labour power itself. 


2. Constant capital. The value of all the means of production employed in the division. The means of production themselves fall into two parts: fixed capital (machines, tools, buildings, cattle, etc.); and circulating constant capital (raw and auxiliary materials for production, semi-manufactured articles, etc.). 


The value of the annual product produced in each of the two divisions, falls itself into two parts; one represents the constant capital (c), which has been consumed and its value transferred to the product; the other represents the supplementary value due to the year's labour. This- latter part, in its turn, is subdivided; one fraction of it replaces the variable capital (v), which has been advanced; and the other is the surplus-value (s). Thus, just like the value of every individual commodity, that of the annual product of each division falls into c + v + s. 


The value of c, representing the constant capital consummed in the process of production, is not identical with the value of the constant capital applied to that process. True, the materials necessary for production have been completely consumed and their value has been, in consequence, completely transferred to the product. But only a part of the fixed capital employed has been consumed and its value transferred to the product. Another part of the fixed capital (machines, buildings, etc.) still exists and functions - although we must make a deduction for wear and tear during the year. When we consider the value of the product, this part of the fixed capital, which continues to function, does not enter into our calculations. But we must also, at least provisionally, make abstraction of the value transferred, through wear and tear during the year, by fixed capital to the product - in so far as such fixed capital has not been, in the course of the year, replaced in natura. We shall discuss this point separately later on. 


For the purpose of our investigation of the process of simple reproduction, we shall adopt the following formula as basis, in which 


c = constant capital 

v = variable capital 

s = surplus value 

s/v = the ratio of utilisation, assumed at 100 %, 


i. e. it is assumed that the surplus-value is exactly equal to the outlay for labour-wages. (We may suppose the figures to represent millions of pounds sterling or dollars). 


I. Production of means of production (mp.): 

Capital 4000 c + 1000 v - 5000 

Commodity product 4000 c + 1000 v + 1000 s = 6000 

existing in the form of means of production (mp). 


II. Production of means of consumption (mc): 

Capital 2000 c + 500 v = 2500 

Commodity product 2000 c + 500 v + 500 s = 3000 

existing in the form of means of consumption (mc). 


Hence the total annual commodity-product amounts to 

I. 4000 c + 1000 v + 1000 s = 6000 means of production 

II. 2000 c + 500 v + 500 s 3000 means of consumption. 

Total value = 9000, from which the fixed capital which continues to exist in its natural form is excluded. 


Let us now see what turnovers are necessary in this case, on the basis of simple reproduction in which the entire surplus-value is consumed. If we at first make abstraction of the money circulation which serves as medium for them, we at once get three important clues: 


1. The 500 v, labour-wages, and 500 s, surplus-value of the capitalists in division II, must be spent on me. But their .value in me amounts to 1000, which, in the hands of the capitalists of division II, replace the 500 v advanced and represent the 500 s. The labour-wages and surplus-value of division II are thus, within that division, exchanged for the product of II. Thus (500 v + 500 s) II = 1000 me disappear from the total product. 


2. The 1000 v + 1000 s of division I must likewise be spent on mc, consequently on the product of division II. They must therefore be exchanged for that part of the constant capital 2000 c still remaining over from this product. In return, division II receives a similar amount of mp, which incorporate the labour wages and the surplus-value of division I. Hence 2000 II c and (101)0 v + 1000s) I disappear from our calculation. 


3. There still remain 4000 I c. These consist of mp, which can only be utilised in division I, which serve to replace its consumed constant capital, and which thus accomplish their destiny by being exchanged between the individual capitalists of division I. 


(The above is for the meantime, to enable the reader to understand better what follows). 


Let us now come to the great exchange which takes place between the two divisions. 


(1000 v + 1000 s) I - mp in the hands of the producers in division I - are exchanged for 2000 c II, i. e. for values in the natural form of mc. The capitalists of division II thus convert again their constant capital from out of the form me into the form mp; and the latter are precisely such mp as are able to produce new mc. On the other hand, the labourers and capitalists of division I receive in this way, in exchange for their wages and surplus-value, the mc needed by them. 


For this mutual turnover, however, a process of money circulation serves as medium; the process in question renders more difficult the comprehension of the former; but it has decisive importance, for the reason that labour-wages (the variable part of capital) must perpetually reappear in money form. In all branches of business, whether in division I or division II, wages are paid in that form. In order to obtain the money, the capitalist must sell commodities. 


In division I the total capital has paid 1000 (which we may designate as £ 1000, in order to underline the fact that it is a money value) 1000 v to the labourers for that part of the product already existing as v part. The labourers buy for the £ 1000 mc from the capitalists of division II, and thus transform half the constant capital of the latter into money; the capitalists of division II, in their turn, buy with the £ 1000 mp from those of division I; the latter's variable capital is herewith once more converted into money, for which they can buy new labour power. The capitalists of division I have, therefore, originally advanced this money themselves. 


More money is necessary, in order to exchange those nip which represent the surplus-value of the capitalists of division I, for the second half of the constant capital of division II. These sums can be advanced in different ways, but must under all circumstances be derived from the capitalists; for we have already settled our account in respect of the money thrown into the process of circulation by the labourers. A capitalist in division II can buy mp with the money capital he possesses in addition to his productive capital; or, vice-versa, a capitalist in division I can buy me out of money reserves destined to meet his personal expenses (and not for investment as capital). Certain money reserves - whether for investment as capital or for personal expenditure must under all circumstances be presumed available, alongside of productive capital, in the hands of the capitalists. Let us assume (for our purpose the proportion is quite indifferent) that one half of the money is advanced by the capitalists of division II for the purchase of nip, whereas the other half is spent by the capitalists of division I on me. In this case, division II has replaced three-quarters of its constant capital in natura with £ 500 (including the £ 1000 derived from the labourers of division I). Division I, however, gives the £ 500 thus obtained back to division II in exchange for mc; and division II gets back in this way the £ 500 as money capital, which it owns alongside of its productive capital. In addition to this, division I gives also £ 500 for the purchase of mc. With these last £ 500 division II buys mp, and has thus replaced its entire constant capital (1000 + 500 + 500 = 2000 in natura; whereas division I has spent its whole surplus- value on mc. All in all, a turnover of commodities to the extent of £ 4000 with a money circulation of £ 200 would have taken place. We only obtain this amount of money because we assumed that the entire annual product was, all at a time, turned over in a few large lots. The only thing of importance, here, is that division II exchanges its constant capital me for mp, and also gets back the £ 500 advanced for the purchase of mp; and that division I regains possession in money form of its variable capital, which had the form of mp, and is thus enabled to buy new labour power, and that it likewise receives back the £ 500 which it had expended on the purchase of me before having sold the surplus-value of its capital. These £ 500, however, flowed back, not by reason of Ihe expenditure, but through the subsequent sale of a part of the commodity-product of the division containing half its surplus-value. 


The general consequence is: so much of the money thrown by the producing capitalists into the process of circulation returns into the hands of each individual capitalist, as he has advanced for the money circulation. 


There now remains only the variable capital (labourwages) of division I. At the end of the process of production it first exists in that commodity form in which the labourers have supplied it, i. e. in mp. The labourers have received their wages from the capitalists of division I. But the labourers do not buy mp, this money does not return direct to the capitalists of I, but first goes to the capitalists of II, from whom the labourers buy their mc. And, only because the capitalists of II spend the money on the purchase of mp, does it return by this circuitous route into the possession of the capitalists of I. 


In the case of simple reproduction, therefore, that part of the annual product of division I which represents the sum v + s of division I must be equal to the constant capital of division II, or to that part of the total product of division II which represents the latter's constant capital. I (v + s) = II c. 


It still remains for us to study the components parts v +s of the value of the product of division II. With the labour-wages received from the capitalists of division II, the labourers of this division evidently buy back a part of their own produce. Hereby the capitalists of division II re-transform the money capital advanced by them for wages, into money form. It is just the same as if they had merely paid their labourers in stamps. 


Division II of production consists of the most heterogeneous branches of industry, which can, however, be grouped in two main subdivisions:


A) Means of consumption, which are needed by the labourers, and which, in so far as they are necessary means of subsistence, also constitute a part of the consumption of the capitalists. For our purpose we may conveniently resume this whole subdivision as the subdivision of necessary means of consumption. It is indifferent whether any given product, such as e. g. tobacco, be physiologically necessary or not; it suffices, that it is habitually consumed by the labourers. 


B) Luxuries for consumption, i. e. those means of consumption which are consumed exclusively by the capitalists, and which, therefore, can only be exchanged for surplus-value. 


In the case of the necessary mc, it is clear, that the wages advanced in money form in the course of their production must return direct to those capitalists of division II who produce such necessary means of subsistence (i. e. to the capitalists of II A). The means of circulation are here directly furnished by the money which the labourers spend. It is different with subdivision II B. It is here a question of articles of luxury, which are not bought by the labourers. If the wages advanced for the production of those articles are to return again in money form to the capitalists, this cannot be effected directly; an intermediary is required. On calculating more closely we obtain a formula very similar to that obtained when the surplus-value of division I (mp) is exchanged for me; and which shows that a similar proportion between the production of necessary means of subsistence and that of luxuries is required. 


Assuming simple reproduction, we come necessarily to the following result: 


1. That part of the yearly product, which, in the form of mp, represents newly created value (v + s), must be equal to the constant capital of the other part existing in the form of mc. If the former were smaller than IIe, II could not entirely reconvert its constant capital into mp, and could not, therefore, continue producing on the old scale. If, on the other hand, it were larger, a surplus would remain unutilised. 


2. The wages of the labourers engaged in producing luxuries must be smaller than the surplus-value of those capitalists who produce necessary means of subsistence. [3] 


Notes


[1] Cf. notably vol. II, ch. 18 -?21, 7 -?9, 13 -?17; vol. III. part 1, ch. 15; vol. III, part 2 ch. 30; in addition to which, observations are scattered throughout all three volumes. 
 

[2] Extracted from vol. II, ch. 20, German ed. 



[3] We break off here - conformably with what we said in the introductory note to this chapter - Marx's exposition of the subject, and we would refer the reader to the essay entitled The Essence of Marx's Theory of Crises, published as a supplement to the present volume. - EDITOR'S NOTE.
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The Essence of Marx’s Theory of Crises [1]


By Julian Borchardt


In view of the fundamental divergency between the bourgeois and the socialist economic systems, opinions regarding the phenomena of crises differ widely on almost all points. But it is a matter of general agreement that the crisis constitutes a grave disturbance of the equilibrium between production and consumption. As Paul Mombert writes: “A state of things whereby supply and demand balance each other on the commodities market, in which consequently a complete equilibrium between production and consumption exists, in which the commodities produced find buyers with just as little difficulty as the demand for commodities can be satisfied – this appears as the economic ideal” (Wirtschaftskrisen (Economic Crises), Karlsruhe, 1913, p. 1). As a matter of fact the connection between producer and consumer is to-day established by means of so numerous and often complicated intermediaries, that the fundamental truth, that production exists in view of consumption, and that commodities are produced to satisfy the need for them, is easily overlooked. The natural consequence of this fundamental truth is that an equilibrium must be sought, i.e., as far as possible so much of each commodity must be produced as is needed by the consumers – neither more nor less. If this is not the case, either two many or too few commodities will be produced, or else commodities other than those required; and the result will be a disturbance of the market, which will make itself felt in proportion to its extent. We do not require a special training in political economy in order to perceive that, in times of crisis, on the one hand an immense amount of unsaleable commodities is lying piled up; whereas on the other hand, among the mass of consumers, a dearth of commodities prevails at the same time. True, it cannot without further ado be maintained that the discrepancy between production and consumption is the fault of either the producers or the consumers. It may be that the commodities produced correspond, both quantitatively and qualitatively, to the needs of consumption. But the very complicated apparatus which to-day conveys the commodities from the producers to the consumers, can be out of order; with the consequence that, on the one hand, commodities remain unsaleable, which, on the other hand, are urgently needed. At any rate, it is certain that, whatever be its reasons, the crisis consists in a disturbance of the equilibrium between production and consumption.


The question rises; was this always the case? Or was there a time in which no such disturbance occurred – nay, may even have been impossible. A precise answer to this question is not possible, for our knowledge of the economic life of primitive peoples is much smaller than might be supposed after reading certain graphic descriptions. But it is reasonable to assume that among small hordes of savages, who only seek to satisfy immediate wants, it is difficult to produce more or less than is necessary for such a purpose. If we come to the ancient Germanic tribes in the time of Augustus and Hermann, we find that Steinhausen (Germanische Kultur in der Urzeit, pp. 144 sqq.) writes concerning them: “As is the case with all peoples living in a state of nature, labour knows but one motive – imperative need due to scarcity. Regular labour does not exist ... The activity resulting from the search for food, or from the necessities of habitation and the satisfying of other elementary wants, is at first regarded only in a limited measure as labour ... Each household procures and produces itself everything necessary.” Let us imagine such a primitive Germanic tribe, perhaps consisting of only a few dozen members, which roams about in the forest, hunts, searches for roots and fruit, and robs other tribes; and we see at once that the idea of these people “producing” more or less than they immediately want, is untenable.


But this idea is difficult to conceive of in much higher phases of civilisation as long as “self-production”, i.e., production in view of one’s own needs, is the predominant form. This form of production does not always retain the primitive characteristics of which we have just spoken. Economic activity became regulated. But let us take a tribe of a few hundred or even a few thousand members, which carries-on regularly cattle-breeding and agriculture as well as hunting and warfare; as long as “every household procures and produces itself everything necessary” the needs of each individual are well known. And it is evident that the entire productive activity will be solely directed to satisfying these known needs. The same applies to the communal practices of such small tribes. Of course excessive production (or “overproduction”) can take place in consequence of an unusually good harvest or of unusually large booty being captured in a raid. But in these cases the difficulty of disposing of the surplus should not be noticeable. And thus we may, as a matter of fact, assume that during all the centuries in which “self-production” was predominant, i.e., production in view of one’s own needs, the equilibrium between production and consumption existed, seeing that production had to be based exclusively on the needs of the consumers.


But, however long it may have lasted, the period of self-production none the less passed away. The constant growth of population, and the accompanying increase of the latter’s requirements, led to the division of labour and to the production of commodities. Let us take the case of the earlier or later Middle Ages, when the town dwellers lived, if not exclusively, at all events mainly, by their handicraft. These inhabitants of the towns in the Middle Ages were all of them peasants. Either within or without the city walls, they owned their meadows on which they let their cattle graze. But, in addition, they had their respective handicrafts, and these provided them with an ever increasing share of their food. If, now, a shoemaker continually made shoes, a tailor clothes, a weaver cloth, etc., it was perfectly clear that he did not aim at satisfying his own requirements, but those of others. The finished products had to be sold, and were from the very beginning destined for sale. Commodities were produced.


Herewith arises the possibility of a rupture of the equilibrium between production and consumption. The direct connection between them is suppressed. For it must be noted that the sale of one’s products, at least in the case of the Germans, did not originate directly in the needs of the consumers, but in the increase in the volume of production. (As for the products of foreign countries, these were since earliest times imported and sold by foreign tradespeople.) The large landed estates, which arose under the Frankish dynasty (between about 500 and 900) brought together, on one vast property and under the command of a single master, considerable numbers of people; and they called into existence a labour organisation for their own systematic cultivation – a widely differentiated organisation of officials, warriors, administrators, peasants and handicraftsmen. Here, then, is the origin of handicraft to be found, and only here could it originate. On a small peasant holding, where perhaps less than a dozen persons lived together, it could occur to nobody to busy himself exclusively, for instance, with making clothes for so few people; he would not have had enough work to fill-up his time. But on the large estates, where it was necessary to provide hundreds of persons with food, clothing, etc., labour was at first split-up in such a way that one man made only clothes, another only utensils, etc. To this division of labour must be attributed precisely the ever growing increase of productiveness. Production increased constantly, until it finally exceeded the needs of masters and dependents alike. The sale of such excess produce began; and it is interesting to see how, in German history, the development of trade gradually separated the handicraftsman from the estate, caused him to settle down in the market centres, and thus led to the foundation and extension of urban communities.


Nevertheless, we know nothing of any commercial crises during the Middle Ages, that is to say of serious ruptures of the equilibrium between consumption and production. Or, at any rate, we know only of such as had their origin in external causes, and especially in war; and which were due to the fact that production was insufficient to meet the demands of the consumers. But we do not read of any which, as is the case to-day, had their origin in internal causes, and derived from “overproduction”. And this is perfectly explicable. The primitive handicraftsman, in the Middle Ages, worked in reality only for his own immediate neighbourhood. But he knew beforehand exactly his neighbours’ wants, and was able to regulate his production accordingly. For instance, the shoemaker at first only made boots to order; or such boots as he was quite sure of selling immediately. Then came the trading and handicraft guilds, which exactly portioned out the market between their members. True, such primitive conditions did not last. Traffic and trade were developed, not only between communities, but also between different countries. Of course, with every such extension, the possibility of a rupture of equilibrium increased. It was not possible to foresee the extent of the requirements in a distant town, and especially in foreign countries, with the same accuracy as those in one’s own neighbourhood; and hence it was not possible to adjust production to them with the same exactitude. But none the less did the connections between production and consumption still remain clear, uncomplicated, and visible at a glance. As we have said, we know nothing of any serious disturbances.


We may, therefore, take it to be proved that during the period of self-production the equilibrium between production and consumption was, so to speak, self-evident; production was determined by the needs of the consumers. These needs then caused the division of labour, and thus created the possibility of a rupture of the equilibrium. That disturbing factor was however, necessary, in order to engender the forces which were alone in a position to satisfy the increased requirements.


From the simple production of commodities, the process of evolution leads up to the dawn of the capitalistic era. What does the difference between capitalism and the simple production of commodities consist of? From an external point of view, in the lack of independence of the producer. The handicraftsman is his own master, who works for his own account; the wage-labourer is in the employ of the capitalist. Viewed from inside, a more essential difference is seen to reside in the fact that the organisation of labour is, in the capitalist system, more complicated. In so far as the handicraftsman of the Middle Ages is assisted by journeymen and apprentices, he is obliged to teach them the handicraft; each of them must learn everything connected with the latter. The capitalist, on the other hand, brings together from the outset, in his workshop, a number of labourers for the purpose of producing as many commodities as possible. The instruction imparted to each individual labourer interests him only in so far as such instruction enables the total number employed to produce more. But it is soon manifest that this purpose is best served by not imparting to the individual too varied and many-sided instruction; but, rather, by giving him a definite partial operation to perform, to which he must intensively accustom himself. Then, by means of the systematic cooperation of all, production is increased. In this way, manufacture arises.


Owing to this systematic cooperation, however, a new factor enters into the process of production, which was previously absent from it. The quantity of products to be turned out is henceforth no longer determined by the sole requirements of the consumers; but depends also on the necessities of production itself. For instance, in a type manufactory in former times, one founder could cast 2000 types an hour, whereas a breaker could break up 4000 and a rubber could polish 8000. (Comp. Marx, Capital, vol. 1, English edition, William Glaisher, 1920, p. 338.) Consequently a column consisting of one rubber, two breakers, and four founders, had to work together. This cooperation, this mutual dependence on one another, requires also that 8000 types be manufactured per hour, and not less; for otherwise, part of the labourers would not be fully employed. Let us assume that only 6000 had to be manufactured; in this case, one of the founders would have to be discharged; but the rubber and the two breakers would have to be kept, although they would necessarily remain idle part of the time, and thus inflict loss on the capitalist. The result is, that the capitalist must see that he finds a market for 8000 types an hour; otherwise he is unable to fully utilise his apparatus for production, which costs him money and cannot be reduced in size.


We see, therefore, how the connection between production and consumption is progressively dissolved. Already in the early days of the capitalistic era, of which we are now speaking, the capitalists see themselves compelled to increase the quantity of their production without any regard for the wants of the consumers. The aim of production is, so to speak, henceforth within itself. Originally, of course, the increase of production was due to the increasing requirements of the consumers, and the new mechanism of production was created in view of satisfying this growing demand. Once in existence the new mechanism leads an independent life, and has to function with absolute disregard to the question of whether its activity merely satisfies the requirements of the consumers, or whether it exceeds them.


Thus, for the first time, excessive production is rendered possible. Such “overproduction” is here to be understood in the rational sense of the word, as implying production over and above the requirements of the consumers. The connection between producer and consumer no longer exists, the equilibrium fluctuates. But we repeat that this development was absolutely necessary in order to engender the forces capable of satisfying the increased requirements.


The tendencies of the rupture of equilibrium between production and consumption – rupture caused, as we have seen, by the respective necessities of both – are clearly manifest, and are pushed to their extreme consequences, in our modern capitalist society. There can here be no question of equilibrium. On the one hand, the productive apparatus is immensely vaster, and produces immense quantities of commodities; consequently it is far less able to adapt itself to the needs of the consumers, than even the manufacturing system was. For instance, if the demand for steel increase to a point at which the existing means of production can no longer satisfy it, it is impossible, in order to meet the increased demand, to build a small steel works; the latter must, under all circumstances, be large, for only on that condition can it pay. But such a large steel works produces at once a surplus quantity far greater than the quantity far greater than the quantity corresponding to the increased demand. (Cf. Hilferding, Finanzkapital, p. 327.) On the other hand, the labouring class, under the domination of capitalism, receives only a part of the values which the former produces; the difference, therefore, between what the labourers are able to consume, and what they should consume in order that all commodities produced be disposed of, constantly increases owing to the continuation of the developmental process in question, which is continually augmenting the production. Finally we must note that, along with the growth of production, not only does this process become more extensive, but likewise more complicated, and consequently far more susceptible to disturbance. In order to illustrate this truth, we must once more enter into some detail.


When primitive man, living in a virgin forest, feels a want of any sort, let us say a want of food, he sets out to hunt; or else he gathers roots and fruit; and he appeases his hunger with what he kills or finds. To-day, if a man’s hunger is to be appeased, a number of intermediary factors come into play. In order to produce the bread on the table before us, the baker had to perform work. But, for this, he requires an oven, together with the necessary apparatus; and also the house in which they are placed. He buys flour from the miller, who grinds the corn in his mill. In order to construct ovens and mills, and the machinery pertaining to them, factories are indispensable; and these factories, in turn, procure iron, timber, coal, in more or less worked-up form from big undertakings, such as mines, etc. In other words, the requirements of modern civilised humanity are not satisfied directly, but very indirectly. The supply of bread (and, indeed, of every article of consumption) to the consumer, is but the final link in a long chain consisting chiefly of supplies of means of production by one producer to another. These circuits were necessary in order to bring the abundance of production to its present high level. If a rupture of the equilibrium between production and consumption is to be prevented, not only must the baker furnish exactly the amount of bread needed by the consumers; but also the factories must supply the precise number of ovens necessary for the purpose of baking, the mines the price amount of coal, iron, etc. In other words, an exact equilibrium must exist between all the various branches of production. But this is impossible for the reason already stated; namely, because the process of production, in order to develop the productive forces, must obey its own laws, which derive from its own organisation; and, therefore, it cannot accommodate itself to the requirements of the consumers. How rigorously exact the equilibrium between the different branches must be, was shown by Marx in the celebrated formulas contained in the second volume of Capital, of which Hilferding gives a good summary in his Finanzkapital (pp. 297 sqq.). We will try by means of a single example to briefly illustrate the meaning of the problem.


If, for the sake of simplicity, we assume that the entire process of production shall only be continued on the sane scale as heretofore, i.e. that it shall not be extended, then must the capitalists be in possession of the necessary means of production and subsistence, not in money form, but in natura. For money cannot be used by the labourers as food, it cannot weave yarn or melt iron. Consequently, the total available quantity of means of subsistence and production must be distributed among the different branches in such a way, that each of them be in a position to continue producing. If there be anywhere the slightest disharmony, a disturbance must be the result. In what proportion must the distribution be effected?


If, for instance, the capitalists who produce means of consumption (mc) are at the end of the year in possession of 3000 mc in natura, they must feed their labourers and themselves with them during the coming year; and, in addition, so much must remain over, as can be exchanged for the necessary means of production (mp). Let us assume they need 500 for their workmen, 500 for themselves, whereas they buy mp for the remaining 200 mc.


Through this last transaction, the capitalists who produce mp come into the possession of 2000 mc in natura, which they can utilise during the following year for feeding their workmen and themselves. Consequently, the proportion being the same as in the group mc, they will give their workmen 1000 and retain 1000 for themselves. If, now, the capitalists of the group mp are to continue producing, they must have so much mp over from their former production, as will suffice for the employment of the number of labourers who are fed for a year with 1000 mc. Assuming the proportional figures to be the same, the quantity of the group mc requires is 4000. In other words, if the production of the group mc requires 2000 mp + 500 labour-wages + 500 surplus-value for the capitalists; in order to maintain the equilibrium, the group mp must have at its disposal for the purpose of production, 4000 mp + 1000 labour-wages + 1000 surplus-value. This is the meaning of the celebrated formula of Marx:




	
I  Mp 4000c + 1000v + 1000s = 6000

II Mc 2000c +   500v +   500s = 3000







In which s = surplus-value, v (variable capital) = labour-wages, and c (constant capital) = means of production. A single glance at this formula suffices to show that, under the complicated circumstances of capitalist production, such a subtle equilibrium is quite impossible. And yet we have up to now, only resumed matters very summarily. We have placed all the capitalists who produce mp in a single group, and also all those who produce mc. But it is evident that the equilibrium must exist within much more intricate sub-divisions of these groups. For instance, those capitalists who manufacture baking ovens must have at their disposal exactly the quantity of mc and of mp adapted to their branch of production, as is determined by the requirements of the bakeries. Besides which, we have proceeded on the assumption that the process of production is continued on the same scale, i.e. that it is not extended; and this never happens in reality. But the constant extension of the process renders the conditions of equilibrium still more subtle and complicated. Neither have we taken into consideration the different categories of mp, i.e. the so-called fixed and circulating capital; which again, complicates the conditions necessary for effecting an equilibrium. And, finally, we have not taken into consideration the fact that all exchanges of mp for mc, of mp for mp, of mc for mc, of labour-wages for food, etc. take place through the medium of money; and that new disturbing factors are called into existence by the employment of money.


Thus it is certain that even an approximate equilibrium between production and consumption cannot be realised in capitalist society; and that, in consequence, crises are inevitable. But at the same time we see how necessary such disturbances are, in view of causing that development of the productive forces by means of which alone the constantly increasing requirements of the consumers can be satisfied. The only question still remaining is: can, in the future, a solution of these antagonisms, their reconciliation in a higher synthesis, be expected – and, if so, how can it be brought about?


The answer is given with classical clearness by Engels in the pamphlet, published after his death, entitled Principles of Communism (pp. 18-21). The immense development of the productive forces which we owe to capitalism was, at the same time, the cause of the complete and at first sight apparently irremediable, rupture of the equilibrium between production and consumption. Crises are the inevitable consequence of the fact that the productive forces, in order to develop, can have no regard for the requirements either of the consumers or of other branches of production. Production must continue, whether a market is available or not, in order to prevent the depreciation of the value of the vast productive apparatus. Under these circumstances, periodically recurring catastrophes are inevitable. But, at the same time, the increased forces of production create quantities of commodities which are ever becoming more colossal; and, moreover, they give the possibility of producing still vaster quantities in the future. Thus, the entire meaning of the economic problem has been changed, nay inverted. In past ages the problem to be solved was : how can the requirements of the consumers be satisfied by production? To-day, on the contrary, it is: how can the immense quantities of commodities, which are easily produced, be rendered accessible to the consumers, so as to be effectively consumed? This is the great problem to be solved in a future which is no longer distant. For it is to be feared that the economic structure of modern society will not be able to withstand for long the immense perturbations in which it is continually exposed. Once we are convinced that the solution of the problem cannot and will not be effected on the lines on which alone it has hitherto been sought, namely by means of the limitation of production; that, on the contrary, the problem can only be solved by means of the limitation of production; that, on the contrary, the problem can only be solved by means of the increase of consumption, so that all the commodities produced now and later may be effectively consumed, once these facts are clear to us, boundless and joyful prospects are opened-up. We can then foresee the advent of social conditions under which everyone will be relieved of the burden of material difficulty and distress; and under which, in consequence, mankind will be able, because its economic existence is assured, to devote itself to new and higher tasks. In this society of the future, personal freedom and the well-being of all without exception will, for the first time in history, become realities, and the individual will, at the same time, be able to develop fully his personal aptitudes and capacities.


[1] An explanation of chapter XXIV.


Back to Chapter 24  
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The Second and Third Volumes



Rosa Luxembourg


The fate of the second and third volumes of Capital was similar to that of the first. Marx hoped to be able to publish them soon after the appearance of the first, but in fact many years passed and in the end he did not succeed in preparing them for the press.


Ever new and deeper studies, lingering illness and finally death prevented him from completing the whole work, and it was Engels who prepared the second and third volumes from the unfinished manuscripts his friend left behind. The wealth of material which he found consisted of drafts, jottings and the brief notes made by a scholar for his own eyes alone, with here and there long and connected passages. All in all it represented the results of tremendous intellectual labours extending, with considerable interruptions, from 1861 to 1878.


In these circumstances we must not look to the last two volumes of Capital to provide us with a final and completed solution of all economic problems. In some cases these problems are merely formulated, together with an indication here and there as to the direction in which one must work to arrive at a solution. In accordance with Marx’s whole attitude, his Capital is not a Bible containing final and unalterable truths, but rather an inexhaustible source of stimulation for further study, further scientific investigations and further struggles for truth.


The same circumstances also explain why the second and third volumes are not so finished in their form as the first volume, why they do not sparkle with quite the same intellectual brilliance. However, they give even greater pleasure to some readers just because they present sheer intellectual problems without bothering greatly about the form. The contents of the two volumes represent an essential supplement to and development of the first volume, and they are indispensable for an understanding of the Marxian system as a whole. Unfortunately, they have not been presented in popular form up to the present and they are therefore still unknown to the broad masses of even the enlightened workers.


In the first volume Marx deals with the cardinal question of political economy: what is the origin of wealth? What is the source of profit? Before his investigations this question was answered in two different ways.


The “scientific” defenders of the best of all worlds in which we live, some of them men like Schulze-Delitzsch, who enjoyed respect and confidence even amongst the workers, explained capitalist wealth by a series of more or less plausible vindications and cunning manipulations: as the result of systematically marking up the prices of commodities in order to “compensate” the employer for his generosity in giving” his capital for productive purposes, as compensation for the “risk” every employer runs, as a reward for the “intellectual management” of business, and so on in the same strain. These explanations have all one common aim, that of presenting the wealth of the one and therefore the poverty of the other as something “just” and in consequence unalterable.


On the other hand, the critics of bourgeois society, that is to say, all the socialist schools of thought which existed prior to Marx, declared capitalist wealth to be simply the result of swindling, theft from the workers made possible by the intervention of money or by deficiencies in the organization of the process of production. Proceeding from this standpoint, these socialists developed various utopian plans for abolishing exploitation by doing away with money, by “the organization of labour,” and similar plans.


The real source of capitalist wealth was revealed for the first time in the first volume of Capital, which wasted no time either in finding justifications for the capitalists or in reproaching them with their injustice. Marx showed for the first time how profit originated and how It flowed into the pockets of the capitalists. He did so on the basis of two decisive economic facts: first that the mass of the workers consists of proletarians who are compelled to sell their labour-power as a commodity in order to exist, and secondly that this commodity, labour-power, possesses such a high degree of productivity in our own day that it is able to produce in a certain time a much greater product than is necessary for its own maintenance in that time. These two purely economic facts, representing the result of objective historical development, cause the fruit of the labour-power of the proletarian to fall automatically into the lap of the capitalist, and to accumulate, with the continuance of the wage system, into ever-growing masses of capital.


Thus capitalist wealth is explained not as any compensation to the capitalists for imaginary sacrifices or benefits granted, or as the result of cheating or theft in the generally accepted sense of the words, but as an exchange between capitalist and worker, as a transaction of unimpeachable legal equity proceeding exactly according to those laws which govern the sale and purchase of all other commodities. In order to explain thoroughly this faultless transaction which gives the capitalist the golden fruits of labour, Marx had to develop to its logical conclusion and apply, to the commodity, labour-power, the law of value, i.e., the explanation of the inner laws of commodity exchange, discovered by the great English classical economists Adam Smith and David Ricardo at the end of the eighteenth and the beginning of the nineteenth centuries. The first volume deals chiefly with the law of value, and, resulting from it, wages and surplus-value, i.e., the explanation of how the product of wage-labour divides itself naturally and without any violence or cheating into a pittance for the wage-worker and effortless wealth for the capitalist. And here lies the great historical significance of the first volume of Capital. It demonstrated that exploitation can be abolished only by abolishing the sale of labour-power, that is by abolishing the wage system.


In the first volume we are all the time at the point of production, in a factory, in a mine or in a modern agricultural undertaking, and what is said applies equally to all capitalist undertakings. We are given an individual example as the type of the whole capitalist mode of production. When we close the volume we are thoroughly acquainted with the daily creation of profit and with the whole mechanism of exploitation in all its details. Before us, as they come from the factories, lie piles of commodities of all sorts still damp with the sweat of the workers, and in all of them we can clearly discern that part of their value which results from the unpaid labour of the workers and which belongs just as equitably to the capitalist as the whole commodity. The root of capitalist exploitation is laid bare before our eyes.


But at this stage the capitalist has his harvest by no means safely in the barn as yet. The fruit of exploitation is present, but it is still in a form unsuitable for appropriation. So long as the fruit of exploitation takes the form of piled up commodities, the capitalist can derive but little pleasure from the process. He is not the slave-owner of the classical Graeco-Roman world, or the feudal lord of the middle ages, who ground the faces of the working people merely to satisfy his own craving for luxury and to maintain an imposing retinue. In order to maintain himself and his family “in a manner befitting his social station” the capitalist must have his riches in hard cash, and this is also necessary if he is to increase his capital ceaselessly. To this end therefore he must sell the commodities produced by the wage-workers together with the surplus-value contained in them. The commodities must leave the factory and the warehouse and be thrown on the market. The capitalist follows his commodities from his warehouse and from his office into the stock exchange and into the shops, and in the second volume of Capital we follow the capitalist.


The second stage in the life of the capitalist is spent in the sphere of commodity exchange, and here he meets with a number of difficulties. In his own factory the capitalist is undisputed master, and strict organization and discipline prevail there, but on the commodity market complete anarchy prevails under the name of free competition. On the commodity market no one bothers about his neighbour and no one bothers about the whole, but for all that it is precisely here that the capitalist feels his dependence on the others and on society as a whole.


The capitalist must keep abreast of his competitors. Should he take more time than absolutely necessary in selling his commodities, should he fail to provide himself with sufficient money to purchase raw materials and all the other things he needs at the right moment in order to prevent his factory coming to a standstill for lack of supplies, should he fail to invest promptly and profitably the money he receives for the sale of his commodities, he is bound to fall behind in one way or the other. The devil takes the hindmost, and the individual capitalist who fails to ensure that his business is managed as effectively in the constant exchange between the factory and the commodity market as it is in the factory itself will not succeed in obtaining the normal rate of profit, no matter how zealously he may exploit his workers. A part of his “well-earned” profit will be lost somewhere on the way and will not find its way into his pocket.


However, this alone is not enough. The capitalist can accumulate riches only if he produces commodities, i.e., articles for use. Further, he must produce precisely those kinds and sorts of commodities which society needs, and he must produce them in just the quantities required, otherwise his commodities will remain unsold and the surplus-value contained in them will be lost. How can the individual capitalist control all these factors? There is no one-to tell him what commodities society needs and how many of them it needs, for the simple reason that no one knows. We are living in a planless, anarchic society, and each individual capitalist is in the same position. Nevertheless, out of this chaos, out of this confusion, a whole must result which will permit the individual business of the capitalist to prosper and at the same time satisfy the needs of society and permit its continued existence as a social organism.


To be more exact, out of the anarchic confusion of the commodity market must develop the possibility of the continual circulation movement of individual capital, the possibility of producing, selling, purchasing raw materials, etc., and producing again, whereby capital constantly changes from its money form into its commodity form and back again. These stages must dovetail accurately: money must be in reserve to utilize every favourable market opportunity for the purchase of raw materials, etc., and to meet the current expenses of production; and the money which comes flowing back as the commodities are sold must be given an opportunity of immediate utilization again. The individual capitalists, who are apparently quite independent of each other, now join together in fact and form a great brotherhood, and, thanks to the credit system and the banks, they continually advance each other the money they need and take up the available money, so that the uninterrupted progress of production and the sale of commodities is ensured both for the individual capitalist and for society as a whole.


Bourgeois economists have never found any explanation for the credit system beyond calling it an ingenious institution for “facilitating commodity exchange,” but in the second volume of Capital Marx demonstrates, quite incidentally, that the credit system is a necessary part of capitalist life, the connecting link between two phases of capital, in production and on the commodity market, and between the apparently arbitrary movements of individual capital.


And then, the permanent circulation of production and consumption in society as a whole must be kept in movement in the confusion of individual capitals, and this must be done in such a fashion that the necessary conditions of capitalist production are assured: the production of the means of production, the maintenance of the working class and the progressive enrichment of the capitalist class, i.e., the increasing accumulation and activity of all the capital of society. The second volume of Capital investigates how a whole is developed from the innumerable deviating movements of individual capital; how this movement of the whole vacillates between the surplus of the boom years and the collapse of the crisis years, but is wrenched back again and again into correct proportions only to swing out of them again immediately; and how out of all this there develops in ever more powerful dimensions that which is only a means for present-day society, its own maintenance and economic progress, and that which is its end, the progressive accumulation of capital. Marx offers us no final solution, but for the first time in a hundred years, since Adam Smith, the whole is presented on the firm foundations of definite laws.


But even with this the capitalist has not completely traversed the thorny path before him, for although profit has been turned and is being turned in increasing measure into money, the great problem now arises of how to distribute the booty. Many different groups of capitalists put forward their demands. Apart from the employer there is the merchant, the loan capitalist and the landowner. Each of these has done his share to make possible the exploitation of the wage-worker and the sale of the commodities produced by the latter, and each now demands his share of the profit. This distribution of profit is a much more complicated affair than it might appear to be on the surface, for even amongst the employers themselves big differences exist in the profits obtained, so to speak, fresh from the factory, according to the type of undertaking.


In one branch of production commodities are produced and sold quickly, and capital plus the normal addition returns to the undertaking in a short space of time. Under such circumstances business and profits are made rapidly. In other branches of production capital is held fast-in production for years and yields profit only after a long time. In some branches of production the employer must invest the greater part of his capital in lifeless means of production, in buildings, expensive machinery, etc., i.e., in things which yield no profit on their own account no matter how necessary they may be for profit-making. In other branches of production the employer need invest very little of his capital in such things and can use the greater part of it for the employment of workers, each of whom represents the industrious goose that lays the golden egg for the capitalist.


Thus in the process of profit-making big differences develop as between the individual capitalists, and in the eyes of bourgeois society these differences represent a much more urgent “injustice” than the peculiar “division” which takes place between the capitalist and the worker. The problem is to come to some arrangement which will ensure a “just” division of the spoils, whereby each capitalist gets “his share,” and what is more, it is a problem which has to be solved without any conscious and systematic plan, because distribution in present-day society is as anarchic as production. There is in fact no “distribution” at all in the sense of a social measure and what takes place is solely exchange, commodity circulation, buying and selling. How, therefore, does unregulated commodity exchange permit each individual exploiter and each category of exploiters to obtain that share of the wealth produced by the labour-power of the proletariat which is his or its “right” in the eyes of capitalist society?


Marx gives the answer to this question in the third volume of Capital. In the first volume he dealt with the production of capital and laid bare the secret of profit-making. In the second volume he described the movement of capital between the factory and the market, between the production and consumption of society. In the third volume he deals with the distribution of the profit amongst the capitalist class as a whole. And all the time he proceeds from the basis of the three fundamental principles of capitalist society: first, that everything happening in capitalist society is not the result of arbitrary forces, but the result of definite and regularly operating laws, although these laws are unknown to the capitalists themselves; second, that economic relations in capitalist society are not based on violence, robbery and cheating; and third, that no social reason is at work controlling the movements of society as a whole. He analyzes and systematically lays bare, one after the other, all the phenomena and all the relations of the capitalist economic system, exclusively on the basis of the exchange mechanism of capitalist society, i.e., the law of value and the surplus-value which results from it.


Taking his great work as a whole, we can say that the first volume, which develops the law of value, wages and surplus-value, lays bare the foundations of present-day society, whilst the second and third volumes show us the house which is based on these foundations. Or, to use a different comparison, we can say that the first volume shows us the heart of the social organism, which generates the living sap, whilst the second and third volumes show us the circulation of the blood and the nourishment of the body from the centre down to the cells of the skin.


The contents of the second and third volumes take us to a different plane. In the first volume we are in the factory, in the deep social pit of labour where we can trace the source of capitalist wealth. in the second and third volumes we are on the surface, on the official stage of society. Department stores, banks, stock exchanges, finance and the troubles of the “needy” agriculturalists take up the foreground. The worker has no role on this stage, and in fact he shows little interest in the things which happen behind his back after he has been skinned. We see the workers in the noisy mob of business people only when they troop off to the factories in the grey light of the early morning or hurry home again in the dusk as the factories eject them in droves after the day’s work.


At first glance, therefore, it may not be clear why the workers should concern themselves with the private worries of the capitalists and with the squabbles which take place over the division of the spoils. However, both the second and the third volumes are as necessary to a thorough understanding of present-day economic mechanism as is the first volume. It is true that they do not play the same decisive and fundamental historic role for the modern working-class movement as does the first volume, but nevertheless they offer a wealth of insight into the workings of capitalism which is invaluable to the intellectual equipment of the proletariat in the practical struggle for its emancipation. Two examples will suffice.


In the second volume, when dealing with the process by which the regular maintenance of society results from the chaotic movement of individual capitals, Marx naturally touches on the problem of crises. One must not expect any systematic and didactic dissertation on this phenomenon. There are in fact only a few incidental observations, but the utilization of these observations would be of the greatest value for all enlightened and thinking workers. For instance, it is one of the main planks in the agitation of the socialists, and above all of the trade union leaders, that economic crises take place chiefly as the result of the short-sightedness of the capitalists, who simply will not grasp the fact that the masses of the workers are their best customers and that all the