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PREFACE 
THE work here translated was one of a 

series of independent Essays on Political 
Science, drawn up in r 896 in honour of the 
aged economist. Professor Karl Knies, and in 
quaint testimony to the fruitfulness of his 
example. 

Professor Bohm Bawerk's contribution to the 
series was not a mt:re rt:vie~v uf another man~s 

latest hook. It was one of those rare critical 
c,timates that kindle light when they seem to 

he ,nerely quenching it. It will be found free 

from rhetoric. The subject is for argument, 
not declamation; and it is so treated in the 
essay heinre us. There are few better models 
of calm and close economic reasoning than the 
writings of Professor Bohm Bawerk. 

So far as so condensed a document can 

be condensed again, the COurse of it may be 
given with some freedom as follows, the uSl1al 
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reservations and qualifications of all economiC 
discussion being taken for granted. 

l. In the first volume of his C'pital 
(1867), Marx professed to explain the profits 
of capital by a theory which resolved exchange 
value into labour and nothing but labour. 
Goods. exchange according to the labour they 
have cost, the said Iahour being measured by 
the time it necessarily takes. Labour, in the 

same way, exchanges for its cost in labour; it 
exchanges for the equivalent of the labourer's 
necessaries of life. But, as the labourer is at 

the mercy of the employer, the employers can 
make him work far longer than is enough to 
provide these necessaries. He will get this 
bare sufficiency as his wages; but, besides 

producing the equivalent of his subsistence, 
he will produce, in the unnecessary or addi­

tional "unpaid" hours of his working day, it 

surplus product yielding a surplus value-the 
source of profits te, the employers. 

This is the toundation, and the soundness of 
it is doubtful. The proposition that all value 
ts labour is assumed without proof; and it is 

a matter of common experience that goods do 
not exchange only according to the labour 
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they>have cost> The reader of the first volume 
of Capita! is often perplexed hy the continual 
convertibility of the terms "value" and 
"labour," and there are no arguments to 

show why the two should be convertible> 
Professor B<:hm Bawerk has not exaggerated 
the dogmatic character of this part of the work 
of Marx. It has been well said by Sioninski 
(Karl j'v[arx' Nati1nalr;konomische Irrlehre!l, 

Berlin, 1897, translated from the Russian) 

that in assigning to labour a unique power to 
produce value Marx falls into the same fault 
as the French Economists of the eighteenth 
century, who assigned it to the land. He 
falls into metaphysics, in the bad and obsolete 
Sense of the word. 

2. Suppose the definitions to be granted, 

and allow that the goods of everyday 
experience are sold at their cost price in 
labour alone, we do not find that the profits 

of everyday experience go up and down 

with the amount of Iahour as distinguished 
from the amount of fixed capital employed. 

Our everyday capitalists expect profit not 
only on their outlay in wages, hut on tf,eir 
whole capital, fixed or circulating. Those 
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who employ much labour and little machh1ery 
do not get a higher rate than those who employ 
much machinery and little labour; rather the 
contrary. Yet the first have the larger oppor­

tunity of procuring surplus value by working 
their men beyond necessary time for nothing. 

Marx himself recognised that there was a 

difficulty here (see below, p. 24), and he pro­
mised that the solution would be duly given. 
He died in March, 1883, and the promise made 

in [867 was not fulfilled till 1894, when his 
friend and executor, Engels, published the third 
volume of Capita!, on the "Process of Capi­
talistic Production as a Whole." The inter­

mediate volume, on the" Process of the Circula­
tion of Capital," published by Engels in 1885, 

gave no light on the matter, but contained 
the challenge described in the present essay 

(below, p. 25). It is fair to add that Professor 
Lexis gave substantially the right answer (see 

Preface of Engels to vol. iii. Pl'. xi. xiii.) 
3. The" right answer," or rather the answer 

made by Marx, is that the everyday rate of 
profits depends On the proportion between the 

whole volume of capital and the whole volume 
of surplus value; the whole surplus value is 
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the amount to be distributed; ;t is distributed 
to all the capital, constant or variable; the 
competition of capitalists so distributes it that 
no class of them gets on the whole a larger 
share than another; the rate of profit, instead 
of varying with the amount of unpaid labour in 
the particuhr cases, varies with its amount over 
the whole field. It is reduced by competition 
to an average that may be above or may be 
below the amount of surplus value in th" 
particular cases. The goods sell no longer at 
their "labour-v,,:lue," or cost price ill labour, 
but at their "price of production," which 
includes profit in the sense explained. They 
are no longer "wares," but "products of 
capital" (iii. i. 15+). 

The idea that competition brings profits to 
equality is an old friend. Something of the 
kind has been in all the text-books of classical 
economics for above a hundred years. The 
novelty is that surplus value, though scarce 
suspected, animates the whole. This at least is 
the contention of Marx, who tries hard to explain 
away the contradiction between his fir"t book 
and his third. He points out that in the total 
dividend of profits, described above, the surplus 
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value is not absent though hidden. ThE'> total 

dividend consists of surplus value, though, in 
the sharing, it may often go where there is 
little or no unpaid labour, or where there is far 
more unpaid labour than corresponding profit 

to the particular employer. But his critic tells 
him that such a total obliterates the individual 
cases, does not eXt'lain their persistent dif­
ferences, and has not been reached by them 

or through them. Again, Marx urges that in 
the particular cases the "labour-value" is the 

"average" to which fluctuations gravitate. But, 

as he himself states the position, they do not 
really gravit::ttc towarJs the" Jab0ur-value," or 

there would be a tendency towards inequality, not 
towards an equal rate of profits. \\'e have here, 
too, a fa1se use of the word" average ., (below, 

p. 76). Marx points out that, where the work­
ing time falls, prices fall, and where it rises prices 

rise, other things being equal. But the question 

is not if iabour is one cause of value, but if it 

is the only cause; and the U other things" are 

so often !lot equal thlt they also need con­
sideration. Ag1in, he declares that, wherever 

< 
tht present "capitalistic system" do!.?';) !lot 

prevail. price; follow his law of value, and 
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that" this IS so with labouring proprietors and 
independent artisans. Belt, if primitive man is 
meant, we are driven to probabilit;es, and the 

prohabilities are against the contl·ntioa of Marx 

(see below, Pl" 87 seq.) If the referenc~ is 
to our own time, the facts lend no support 
to him. \Vhen opportunities have arisen for 
observing the transition from independent 
production to the modern "capitaEstic" 

system, it does not appear that the modern 
system has first fastened on ,uch industries as 
need most labour and least machinery. Finally 
Marx claims that his law of value determines 

prices indirectly, both by determining the total 
amount of value including the wages, and 
by determining the surplus value. But the 

total value, if the phrase has any meaning, 
cannot any more than any other total determine 
its own partition, and if we take the wages as 
fixed we are making an assumption which 

Marx himself says is not always justified (see 
below. p. 114), and which indeed does not 

seem justifiable at all (117, &c.). 
The criticism of Professor Sombart, .. with 

which the essay ends, seems to dispose of the 
idea that there can be a middle course in Our 
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judgment of the theory of Marx. Without 
contending for such a via media, or disagreeing 
in the least with the Professor's verdict, sume 

of us might advance a plea in mitigation of 
sentence. The long delay in the completion 
of the theory does not prove that Marx 
was not in full possession of the complete 
theory himself from the first. It may have 
been wi th him as with "Vendell Holmes: 
"I was just going to say when I was 
interrupted" -the interruption lasting in the 
Autocrat's case twenty-five years; or as with 

John Stuart Mill when he thought it well 
to "say a little more than the truth in one 
sentence and correct it in the next." That 
the correction was long in coming and took 

the form of desultory and fragmentary re­
marks (see below, p. 66) is matter for indul­
gence. Macx did not Jive to finish his 

work, and Engels (now also unhappily gone 

from us) was left to grope among ill­
written manuscripts, and with infinite pains 
to put scattered notes together into chapters 
of a book. But the notes were written in 

186+-5 (Engels, Pref. to yol. ii. page v.), 
and, if Marx had not been interrupted by 

• 



the 'Interllfl:iDllal, he would probably have 
finished his hook 111 his own lifetime, with 

many surplus years to spare for defence of 
. it after publication. 

The charm of the writings of Marx lies, 
perhaps, chiefly ill the tenacity and confidence 
with which he applies his key to lock after lock. 
In this respect, though in spite of our author 
(221) perhaps in few others, he is like Hegel. 
He never doubts his key will open all locks; 
and, though occasionally he is content to tell 
us to apply it for ourselves, he leaves the 

impression that his system is equal to all 
emergencIes. Professor B5hm Bawerk has 

shown that its adequacy is only apparent, 
and he might easily have added to the 
instances. For example, Marx says that his 

theory is thoroughly in keeping with the 
observed "tendency of profits to a minimum"; 
profits fall because constant capital is substituted 
for variable; machinery drives out hand-labour; 
there is therefore less labour in proportion to 
the capital invested, and therefore less surplus 

value (iii. i. 227; See below, p. 98). It i~ of 
course hard to understand why, on this theory, 

it shouId ever be the employer's interest to 



substitute macf,;:1erv for hand-labour," and 

thertwit.h a le~~~ surp!ns value fur a greater. It 

\\:;! be in the end a greater for ales<, lV!arx 

an,wers (i. 2nd ed. +52 jiq., rf. 426, 1St ed. 

37{', 39"), for machinery increases [he power 

of th,' masters and dependence of the men. 

What docs he "y, then, to the instances where 

the lnen depend on no nlaster? In a husilh':SS 

where the employers are the workmen them­

selves, how can the profits be derived from 

unpaid labour? Their manager is not ,heir 

employer but thei r ""'\ant, and his wages an' 

p,u'~ of their" variahle cal,ital " (compare Marx 

iii. i. 37+, and i. 1st ]13, 2nd 340). Marx 

himself remarks that [about 1864] the co-opera­

tive factories got a higher rate of emF.loyer's 

profit than private nrms. "This was due to 

greater economy i" the use of the constant 

capital. The chim of the socialist," he con­

tinues, .. is to reduce the emploFr's profit to 

ml'n: wages of mana.gement, and the co-opera­
tive societies and the joint stock conlpanies 

lre a 'tancling proof that the two functions, 

m~""gemcnt and the recei ving of profits, can be 

easily separated" (iii. i. 374-5)' Co-operative 

factories, in the sense of partnerships of work-

• 



men, *erl.! less COOlmon thirty years ago than 

they are now, or Marx might have th,mght 
it worth his while to give more than a passing 
thought to the relation between capita] and 
!'.bour there. \Vhtn (as too seldom happens) 
all the shareholders in a business are workers, 
they may regard the profits as deferred wages, 
~uch postponem":llts having an anaJogy to a 

familiar feature of distributive co-operation in 
this country. 1n any case, how are th~ profits 
tnlceable to unpaid labour' Marx might have 
heen expected to deny that they involved capital 

. in his sense at all (sec below, p. 8 J) for there 
is no cmploymellt of one man for the gain of 
another. But he admits it when he says 'n 
:.;c many \vor(i::. th,tt such groups receIve 

" profits" even g:eater ~han the a'lcragt.: (iii. i. 
3~74--5). As things are nc)w, this mi6ht be one 

. the caSes where the distribution of profits 
, curnpctition gives profits to a. capital over 

e amount c,f the surplus value producd (see 

:lo\\', pp. 55, 7 I) ; and we need not discuss 
hat would harpel: !f slirh grours eyer c,rne 

occupy nearh th~ whole field instecd of ~as 
)w) a small c,lrnef of it. If we are nearer 

e c0-operatl\ ~ Cdfl1111LJJlWcalth now than we 



were thirty years ago, it is partly throJgh the 
grim invectives of Marx and Engels and the 
sweeter· reasonableness. of our own English 
socialists, for whom EngelS· has nothing but 
bitter words (iii. Pref. p. xii.). Socialism does 
not stand or fall with Marx, any more than it 
began with him (see below, p. 220). Marx him­
self was probably socialist first and economist 
afterwards; his economics probably came into 
being to explain his socialism (rf. 150). Th"re 
seems to be a truth in Professor Sombart's 

apology (see below, p. 193). The idea that 
value is labour may have been to Marx" a fact 
not of experience but of thought." He may 
have been describing not what is, but what, in 
his opinion, ought to be ; all value ought to be 
labour, and when capital is in the proper hands 
it will be so. This last anticipation will be 
regarded by many of us as doubtful. Profes, 
·Wieser in his book on Natural Value (18f 

p. 59, &c. ; Engl. Transl. 1893, pp. 60 se 

has shown how the phenomena of intere 
profits, and rent, will still remain with liS ev 
if all the means of production are made comm 

pro"erty. The same lesson may be learn 
from Professor Bahm Bawerk's Positive The! 
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DC Ct~pil''; (1889; Eng!. Trans!. 1891), and 
from m-tny passages in his present essay 

(especially 88 to 9+). 
'-{, Mrs. Murray Macdonald desires to express 

her ohligations to the author and Professor 
\,,' ieser for revision of her work in proof, and 

to Miss Louise Markup for hdp in translation. 
,. The author's chief works have been for some 

years before the public in an' English dress, and 
are wel J kno,,'n here and in America. We may 

hope that the present book will meet with the 
same welcome. 





CONTENTS 

PR.RF ACE 5 

ISTRODUCTION • 21 

eRA". 

I. THE THEORY OF VALUE AND SURPLUS 

VALUE 

II. THE THEORY OF THE AVERAGE RATE OF 

PROFIT A!'I.D OF THE PRICE OF 

PRODU4.:TJO:-: 

JIJ. THE Ql'ESTIO'\' OF THE CO:\TRADICTJ(IS. 60 

lV. THE ERROR IS THE M.'\RXIAN ~YSTEM-

ITS ORI(,.I:-; AND RAMIFICATIO~S J 24 

v. WER!\'ER SOMBART':, APOLOGY 

'9 





INTRODUCTION 

As an author Karl Marx was enviably fortu­
nate. No one will affirm that his work 

can be classed among the books which are 
easy to read or easy to understand. Most 
other books would have found their way to 

popularity hopelessly barred if they had laboured 
under an even lighter ballast of hard dialectic 
and wearisome mathematical deduction. But 
Marx, in spite of all this, has become the 
apostle of wide circles of readers, including 
many who are not as a rule given to the 

reading of difficult books. Moreover, the 
force and clearness of his reasoning were 
not such as to compel assent. On the con­
trary, men who are classed among the most 
earnest and most valued thinkers of our 
science, like Karl Knies, had contended from 

the first, by arguments that it was impossible 
to ignore, that the Marxian teaching w<., 
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charged from top to bottom with every -kind 

of contradiction both of logic and of fact. 

It could easily have happened, therefore, that 
Marx's work might have found no favour 

with allY par! of the public-not with the 

general public because it could not understand 
his difficult dialectic, and not with the specialists 

because they understood it and its weaknesses. 
only too well. As a matkr of fact. however, 

it has happened otherwise. 
l\'or has the fact that Marx's work remained 

a torso during the lifetime of its author been 

prejudicial to its influence. We arc usually, 

and rightly, apt to mistrust such isolated tirst 

volumes of new sYstems. General principles 

can be very prett:ly put forward in the 
"General Sections" of a book, but whether 

they. really possess the convincing power as­

cribed to them by their author, can only be 
ascertained when in the construction of the 

system they are brought face to face with all 
tne (;,cts in detail. And in the history of 

science it has nut seldom happened that a 

plOmising and imposing first "olume has never 
been followed by a second, just because, under 

the author's own more searching scrutiny, the 
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new prine; pIes hac! not been able to stand the 
test of concrete facts. But the work of Karl 
Marx has not suffered in this way. The great 
m""s of his followers, on the strength of his 
first volume, had unbounded faith in the yet 

unwritten volumes. 
This faith was, moreover, in one case put 

to an ul1u<.;I1:llly "evert'" te~t. Marx had 
tauglll in hi" first vollOme I that the whole 
value of commodities was based on the labour 
emhoJied in them, and that by virtue of this 

" law of value" they must exchange in propor­
tion to the quantity of labour which they 
contain; that,. further, the profit or surplus 
value falling to the capitalist was the fruit of 
extorr;f,11 practised on the worker; that, never­
theles>, the amour,t of surplus value was not in 

proportion to the whole amount of the capital em­
ployed by the capitalist, but only to the amount 
of the" variable" part-that is, to that part of 

capital paid in wages - while the "constant 
capital," [!Ie capital employed in the purchase of 

the means of production, added no surplus value. 
In daily life, however, the profit of capital is 

I English translation by Moore and Aveling 1886. d 
j ' . , - ~ 2n 

et Hwn, I?:is8. (SotlOcll~cheil!.) 
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in proportion to the lotal capital invested; and, 
largely on this account, the commodities do 

not as a fact exchange in proportion to the 
amount of work incorporated in them:: Here, 
therefore, there was a can tradiction between 

system and fact which hardly seemed to admit 
of a satisfactory explanation. Nor did the 
obvious contradiction e<cap" Morx himself. He 
says with reference to it, "This law" (lhe law, 
namely, that surplus value is in proportion only 
to the variable part of capital), ., dearly contra­

dicts all primd facie experience." 1 But at the 

same time he declares the contradiction to be 
only " seeming one, the solution of which re­
quires many missing links, and will be postponed 
to later volumes of his work. 2 Expert criticism 

thought it might venture to prophesy with 
certainty that Marx would never redeem this 

promise, bequse, as it sought elaborately to 
prove, the contradiction was insoluble. Its 

reasoning, however, made no impression at 
allan the mass of Marx's followers. His 
simple promise outweighed all logical refutations . 

• Daf Kapilof, i., 1st edition, p. 285; 2nd edition, 

p. 312 • 

:l Dill XIJ}ill1/, i., 1st edition, pp. 285, 286, and 508 
foot; 2nd edition, pp. 312 and 542. foot. 
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T}l~ suspense grew more,' trying \vhen i.t \vas 

seen that in the second volume of Marx's work, 
which appeared :tfter the master's death, nO 
attempt had heen made towards the announced 
so[Jtion (which, according to the plan of the 
whok work, was reserved for the third volume), 
nor eVen was thl' slightest intimation given of 
the direction in which Marx proposed to seek 
for the sol ution. But the preface of the editor, 

Friedrich Engels, not only contained the reite­
rated positive assertion that the solution was 
given in the manuscript left by Marx, but" 

contained also an opea challenge, directed 
chiefly to the followers of Rodbertus, that, 
in the interval before the appearance of the 
third volume, they should from their own 
resources attempt to solve the problem "how, 
not only without contradicting the law of value 
but even by virtue of it, an equal average rate 
of profit can and !nust be created." 

I consider it one of the most striking tributes 
which could have been paid to Marx as a thinker 
that this challenge was taken up by so many 
persons, and in circles so much wider than the 

one to which it was chiefly directed. Not 
only followers of RoJbertus, but men from 



Introductiol1 

Marx's own camp, and even economists who 
did n(\t give their adherence to either of these 
heads of the socialist school, but who would 

probably have been called by Marx "vulgar 
economists," vied with each other in the attempt 
to penetrate into the probable nexus of Marx's 

lill~s of thought, which were still shrouded in 
mystery. There grew up between ,885, the 
year when the second volume of Marx's 

Capite'! appeared, and 1894 when the third 
volume came out, a regular prize essay COm­

petl tlOll on the "average rate of profi t," and 
its relation to the" law of value." I According 

to the view of Friedrich Engels--now, like 

Marx, nO longer living-as stated in his criti­
cism of these prize essays in the preface to 

the third volume, no one succeeded in carrying 

off the prize. 

1 From an enumeration of Loria\ J draw up the 
following list (L'Optrd pOJtllma df Carlo ftfa,.x. NU(}!'4 

Antdagia, vol. i.; February, 1895, p. 18), which contains 
some essays not known to me; Lexis, Jahrbiiihtf' jiir 
Natir;naiokwomit, 188;, new series, vol. .xl. pp. 452-65; 
Schmidt, D/t VllrrLcbllittf/rojitrtlte t1!!f Grund do ft.larx­
iCben f/"rrtgfU!Zfj, Stuttg:ut. J R89; a discussion of the 
lattb work by myself in the :r:~L:,'1g{r ZeitJ{briftf . .I. ges. 
SI.:,J/f':t,'., 1890, p. 590 uq.,o by Luria in the Ja/Jrt'iicl~r 

fiir Nntiona~'koJ;ljmie, new series, vol. xx. (IS90) pp. 1.7' 
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No\~ at last, however, with the long-delayed 

appearance of the conclusion of Marx's system, 

the subjec( has reached a stage when a definite 

decision is possible. For of the mere promise 
of a solution each one could think as much 

or as little as he liked. Promises on the one 

side olld arguments all the other were, ill a 

sense, incommensurable. Even successful refu­

tations of attempted solutions by others, though 

these attemrts were held hy their authors 'to 

have been concei vcd and carricd out in the 

spirit of the Marxian theory, did not need to 

tle acknowledged by the adherents of Marx, 

for they could always appeal from the faulty 

I ikeness to the promised original. But now at 
last this htter hog come to light, and has pro­

wred for the thirty years' st"uggle a firm, 

narrow, and clearly defined battle-ground within 

Jeq.,. Stiebling. Dili tJ.'"erfgeJf'tz lind die ProjilrrJu, New 
York, 1890; Wolf, Dus Rdtsri a'rr Durch5(nniftJp'-(;/ifrate 

br; Marx, ]af:.d. f. Nati{J11o{rik., third serie~, \'01. ii. (,891), 
pp. 35.1 seq.; Schmidt again, llimc Zeit, 1891-3, N05. f 
and 5; Lande, in the same, Nos. 19 and to j Fireman, 
Kr:"tik df'r M,:rxJChm l{'rrtthf'ori(, J,lfrc;.;: ]{t1f;r;nd/iik., 
third ~erje~, \01. iii. (I 89t) pp. 793 srq.; finally Lafargue. 
Soldi t Coletti. and Graziadei in the Crit:>a SQ(il1i{ from 
Jtdy to No\'cmbcr, 189+. 
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which both parties can take their stand rn order 

and fight the matter out, instead of on the On< 

side contenting themselves with the hope 01 

future revelations. or on the other passing, 
Protells-like, from one shifting, unauthentic in­

terpretation to another. 
Has Marx himself solved his own problem, 

Has his completed system remained true t< 

itself and to facts, or not? To inquire inte 
this question is the task of the following pages. 



KARL MARX 

CHAPTER I 

THE THEORY OF VALUE AND SURPLUS 
FAlUE 

~rHE pillars of the system of Marx are his 
conception of value and his law of value. 

'\iithout them, as Marx repeatedly asserts, .all 
scientific knowledge of economic facts would be 
impossible. The mode in which he arrives at 
his ,iews with reference to both has been 

described and discussed times without numher. 
"or the sake of connection I must recapitulate 

briefly the most essential points of his argu­
Inent. 

The field of research which Marx undertakes 

t J explore in order" to come upon the track of 
'9 
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value" (i. 23) I he limits from the begirihing te 
commodities, by which, according to him, we arc 
not to understand all economic goods, but onl) 
those prod,at; of labour which are made for th, 
market.' He begins with the" Analysis of a 
Commodity" (i. 9). A commodity is, on 0", 
side, a useful t:-' ng, which by its propertie, 
satisfies human wants of some kind; and on th. 
other, it forms the material medium of exchange 
value. He then passes to an analysis of thi·; 
latter. " Exchange value pn;sents itself in th., 
first instance as the quantitative relation, th:! 
Froportion, in which values in use of one kind 
are exchanged for values in use of another kind, 
a relation which constantly changes with tim" 
and place." Exchange value, therefore, appeals 
to be something accidental. And yet there must 
be in this changing relation something that is 
stahle and unchanging, and this Marx under· 

I 1 quote from the second edition (1872.) of the first 
volume of Daf Kopilal, from the 1885 edition of tht 
second volume, an~ from tbc 189+ edition of the thire 
volume; and unlcs;; I vtherwjsc indicate, I always mean 
by iii. the fir~: section Q[ the third volume. 

:.l L 15. '7, 4-9. 8,;". and often. Compare also Adler. 
C;ruf!dlflger. der Karl Jif:'1rxuif" Kritik du PtJtehlldn.' 

V.11J';{:irtufajt) Tiibingen, 1887, Fp. tlO and 213. 
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1 akes tt, bring to light. He does it in his well­
known dialectical manner. "Let us take two 

:ommodities, wheat and iron, for example. \Vhat­
e may be their relative rate of exchange it 

always be represented by an equation in 
, 1 a given qua:ltity of wheat is equal to a 

t quantity of iron: for example, I quarter 
, = I cwt. iron. \Vhat does this eq uation 

t 

f 
t 

t 

o 

. I , . It tells us that there exists a common 
r of the same magnitude in two different 

~s, in a quarter of wheat and in a cwt. of 
The two things ere therefore equal to a 

I which is in itself neither the one nor the 
r. Each of the two, so far as it is an 

,ange value, must therefore be reducible 
tl that third." 

This common factor," Marx goes on, 
.nnot be a geometrical, physical, chemical 

other natural propert)' of the commodities. 
eir physical properties come into considera-

t ,n for the most part only in so far as they 

n ake the commodities useful, and so make 

them values in use. But, on the other hand, 
t.1e exchange relation of commodities is obvi.­

ously determined without reference to their 

value in use. Within this rdation one value 
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in use IS worth just as much as any other, if 

only it is present in proper proportion. Or, 
as old Barhon says, "One sort of wares are as 
good as another, if the value be equal. T 
is no difference or distinction in things of t 

valu€:," As values in use commoditil:s are a' 

everything of different qualities; as exch 
values they can only be of different quan' 
and they can, therefore, contain no atol 
vaiue in use. 

" If the II we abstract from the value in 

of commodities, there remains to them only 

common property, that of being products 
labour. But even as products of labour t 
have already, by the very process of abstracti 

undergone a change under our hands. Fo' 
we abstract from the value in use of a comr 

dity. we, at the same time, abstract from 

material constituents and forms which give 
i 

a value in use. It is no longer a table, or 

house, or yarn, or any other useful thing. A 

its physical qualities have disappeared. Nors 
it any longer the product of the labour of the 
curpenter, or the mason, or the spinner, or oj 

any l.ther particular productive industry. Witt 

the useful character of the labour products ther= 
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'Ie olhe useful character of the labours 
i,.,,- in them, and there vanish also the 

nt concrete forms of these lahours. They 
J longer distinguished frorn each other, 
, all reduced to identical human labour­

:t human labour. 
et us examine now the resid uum. There 
ling but this ghostly objectivity, the mere 
r tissue of undistinguishable human labour, 

, of the output of human htbour without 
" to the form of the outP'-lt, All that 
. things have now to show for themselves 

'at human labour has been expt:nded in their 

p uction-that human labour h~ls been stored 
u' 'm them; and as crystals of this CDmmon 

,:11 substance they are-values," 

Vith this, then, we have the conception of 
v ',e discovered and determined. It is in 

o ',lectic:1I form not idemical with exchange 
;,,' ,ue, but it stands, as I would now make plain, 

i ','the most intimate and inseparable relation to 
:',1 It is a kind of logical distill'ttion from it, 

It is, to speak in Marx's own words, "the 

")mmon dement that manifests itself in the , 
exchange relation, or exchange value, of com-
, lOdities ;" or again conversely, "the exchange 

3 
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value IS the 0 nly form in which the va~, 

commodities c,ln manifest itself or be expref 
(i, 13), 

After estabIishing the conception of 
Marx proceed& to describe its measure ar , . 
amount. As labour is the substance of 
so the amount of the value of all goc 
measured by the quantity of labour cont 
in them, which is, in its turn, measured 
duration,-but not by that particular due 
or working time, which the individual. 
made the com modity has happened to need, • 
by the working time that is socially necess 
Marx defines this last as the "working t , 

required to produce a value in use under , 
normal conditions of production, and with 
degree of skil1a~d intensity of labour preva t 
in a given society U (i. 14). "It is only e 
quantity of ~ocially necessary labuur, or 
working time socially necessary for the prod, 
tion of a value in use, which determines t 

amount of the value. The single commodity IS 

here to be regarded as an average specimen of its 
elass. ComnlOdities-, therefore, in which equal 
quantities of labour are embodied, or which can 

be produced in the same working time. haw tte 
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same value. The value of one commodity is 

related to the value of any other commodity as 
the working time necessary for the production 
of the onc is to that necessary for the production 

of the other. As values, all commodities are 
only specific quantities of crystallised working 
timt:.' . 

FrGm all this is derived the subject-matter of 

the great" law of value," which is "immanent 
in the exchange of commodities" (i. 1+1, J 50), 
and governs exchange relations. It states, and 
must state, after what has gone before, that 

comnvldities are e"changed in proportion to the 
socially necessary working time incorporated in 
them (i. 52). Other modes of expressing the 
same law are that "commodities exchange ac­

cord:ng to their values" (see i. '42, ,83 ; iii. 
160), or that" equivalent exchanges with equi­

val"nt" (see i. ISO, 18~). It is true that in" 
isolated cases according to momentary fluctua­
tions of supply and demand prices occur which 
are over or under the values. But these" con­

st'nt oscillations of market prices . . . com­
pensate and cancel each other, and reduce 
themselves to the average price as their inner 

t.l"Y" (i. I 51, note 37). In the long run" the 
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soci .• Jly necessary working time always asserts 
itself by main for"e, like an overruling natural 
law, in the accidental and ever fluctuating 

exchange relations" (i. 52). Marx declares 
this law to be the "eternal law of the ex­

change of commodities" (i. 1 B2), and "the 
rational element" and "the natural law of 
equilibrium" (iii. 167). The inevitably occur­
ring cases already mentioned in which commo­
dities are exchanged for prices which deviate 
from their values are to be looked upon, in 

regard to this rule, as "accidental" (i. '50, 
note 37), and he even calls the deviatioL "a 
breach of the law of the exchange of commo­
dities" (i. 142). 

On these principles of the theory of nlue 
Marx founds the second part of the structur, of 

his teaching, his renowned doctrine of surplus 
value. In this part he traces the source of the 

gain which capitalists obtain from their capiral. 
Capitalists lay down a certain sum of money, 
convert it into commodities, and then-with or 
without an intermediate process of production-­
~on';ert these back again into more money. 
\Vhence comes this increment, this increase in 

the sum drawn out as compared with the '''"II 
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origit,ally advanced? or whence comes "the 
surplus value" as Marx calls it ? ' 

Marx proceeds to mark off the conditions of 
the problem in his own peculiar way of dia­
lectical exclusion. He first declares that the 
surplus value cannot originate either in the 
fact that the capitalist, as buyer, buys commo­
dities regularly under their value, nor in the 
fact that the capitalist, as seller, sells them regu­
larly over their value. So the problem presents 
itself in the following way: "The owner of 
money must buy the commodities at their value, 
then sell them at their value, and yet at the end 
of tne process must draw out more money than 
he put in. Such are the conditions of the 
problem. Hie Rhodils, hie salta! " (i. ISO seq.) 

The solution Marx finds in this, that there is 
one c(Jmmodity whose value in use possesses the 
peculiar property of being a source of exchange 
value. This commodity is the capacity of 
labour, the working powers. It is offered for 

I I gave at the time in another place (GfJdichte und 
Kritilt dtr KnpittJlzinstlwriun. I 88.:h pp. +Zl mi.; English 
tramiation by Prof. Smart: Macmillan, 1890, pp. 367 Jnj.) 

an exhaustive account of this part of his doctrine. I make 
use of this account now, with numerous abridgments, 
such as the present purpose demands. 
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saie in the market under the twofold condition 

that the labourer is personally free, for other­
wise it w()uld not be his working powers only 
that would be for sale. but his whole pason as a 
slave; and that the labourer is destitute of" all 

the means necessary for the realising of his 
working powers," for otherwise he would prefer 
to produce on his own account and to offer for 

sale his products rather than his working powers. 
I t is by trading in this commodity that the 
capitalist obtains the sucplus value; and he 

does so in the following way: The value of 
the commodity, "working powers," is regu­
lated like any other commodity by the working 
time necessary for its reproduction; that is, in 

this case, by the working time which is needed 
to create so much means of subsistence as is 

required for the maintenance of the worker. If, 
for example, a working time of six hours is 

required in a gi I'en society for the production 
of the necessary means of subsistence for one 

day, and, at the same time, as we will suppese, 
this w,)fkin:; time is embodied in three shillings 

ot money, then the working powers of one 
day can be bought for three shillings, If the 

c"pitalist has concluded this purchase, the value 



in use of the working powers belongs to him 
and he realises it by causing the labourer to 
work for him. But if he made him work only 
so many hours a day as are e .. nbodied in the 
working powers themselves, and as must have 
been paid for in the buying of the same, no 

surplus value would arise. For, according to 
the assumption, six hours of labour could not 
put into the products in which they are em­
bodied a greater value than three shillings, and 
so much the capitalist has paid as wages. B'lt 

this is not the way in which capitalists act. 
Even if they have bought the working powers 
for a price which oilly corresponds to six hours' 

working time, they yet make the labourer work 
the whole day for them. And now in the 
product made during this day there are incor­
poraled more hours of labour than the capitalist 
was obliged to pay for. He has, therefore, a 
greater value than the wages he has paid, and 
th .. difference is "surplus value," which falls 
to the capitalist. 

Let us take an exampk.. Suppose that a 
worker on Spill ten pounds of cotton into yarn 
in six hours; and suppose this cotton has 
required twenty hours of labour for its own 
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production and possesses accordingly a value 
of ten shillings; and SuppOSe, further, that 
during the six hours of spianing the spinner 
uses up so much of his tools as corresponds 
to the labour of four hours and represents 

consequently a value of two shillings; then 
the total vaiue of the means of production 
consumed in the spinning will amount to twelve 
shillings, corresponding to twenty-four hours' 
lahour. In the spinning process the cotton 
" absorbs" another six hours of lahour. There­

fore the yarn that has been spun is, as a whole, 
the product of thirty hours of labour, and will 
have accordingly a value of fifteen shillings. 
On the supposition' '. \t the capitalist has made 

the hired iahourer work only six hours in the 
day, the production of the yarn has cost him 
at least fifteen shillings: ten shillings for cotton, 

two shillings for wear and tear of tools, three 
shillings for wages of labour. Here there is no 
surplus \·alue. 

It· is guite a different thing, however, if the 

capitalist makes the labourer work tweive hours 
a day. In twelve hours the labourer works up 

twenty pounds of co:ton in which forty ho \rs 
of labour have been previously embodied, and 



which are, thl'refore. worth twenty shillings. 
He further uses up in tools the product of eight 
hours' labour, of the value of four shillings. 
But during a day he adds to the raw material 
twelve hours' labour, that is, a new value of six 

shillings. And now the balance-sheet stands as 
follows: The yarn produced during a day has 
cost in all sixty hours· labour, and has, there­

fort, a value of thirty shillings. The outlay of 
the capitalist amounted to twenty shillings for 
cetton, four shillings for wear and tear of tools, 
and three shillings for wages; in all, therefore, 

only twenty-seven shillings. There remains 
now a "surplus value" of three shillings. 

Surplus value, therefore, according to Marx, 
is due to the fact that the capitajist makes the 
labourer work for him a part of the day without 

paying him for it. In the labourer's working-day 
two portions may be distillguished. In the first 
part-the" necessary working time t'-theworker 

prod uces the means necessary for his own 

supi'0rt, or the value uf those means; and for 

this part of his ,"bour he receives an equivalent 

in weges. During the second part-the" surphs 
working- timt "-he is worked for another':;; 

be:',cht lexploile), he produces" surplus value" 
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\.ithout recelvmg any equivalent for it (i. 205 
seq.). ";,\11 surplus value is in substance the 

embodiment of unpaid working time" (t. 554)' 
The following definitions of the amollnt of 

surrl us value are very important and very 
characteristic of the Marxian system. The 

amount of surplus value may be brought into 
relation with various other ainounts. The 

different proportions and pro?ortionate num­
bers which arise out of this must be clearly 

distinguished. 
First of all there are two elements to be 

di'~inguishecl in the capital which enables the 
capitalist to appropriate surplus values, each of 
which elements i1l relati(1n to the origin of 

surplus value plays an entirely different part 
from the other. Really new surplus value can 

anI I' be created by the living work which the 
capitalist gets the worker to perform. The 
value of the means of production which are 
used is maintained, and it reappears in a 

different form in the value of the product, but 
adds no surplus value. "Thot part of the 

capital, therefore, which is convert~d int0 the 
nleans of production, i.e., into raw material, 

auxiliary material, and implements of lacour, 



43 

does not alter the amount of its value in the 
process of production," for which reason Marx 
calls it "constant capital." "On the other 

hand, that pi'· c of c"pita! which is converted 
into working powers does alter its value in the 
process of production. It reproduces its own 
equivalent and a surplus in addition," the 
surplus value. Therefore Marx calls it the 

" variable part of capital" or " variable capital" 
(i. 199). Kow the proportion in which the 
surplus value stands to the advanced variable 
part of capital (in which alone the surplus value 

" makes good its value "), Marx calls the rale of 

surplus 'Jalue. It is identical with the proportion 
in which the surplus working time stands to the 
necessary working time, or the unpaid labour 

to the paid, and serves Marx, therefore, as 
the exact expression for the extent to which 
labour is worked for another's benefit (ex­
ploitf) (i. 207 seq.). If, for instance, the 
working time necessary for the worker to pro­
duce the value of his day's wages of three 

shillings amounts to six hours, while the actual 
number of hours he works in the day amount. 

tu twelve, so that during the second six hours, 
which is surplus working time, he produces 
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another value of three shillings, which i> surplus 
value, then the surplus value is exactly equal to 
the amouat of variable capital paid in wages, 
and the rate of the surplus value is reckoned 
at 100%. 

Totally different from this is the rate of 
profit. The capitalist calculates the surplus 
value, which he appropriates, not only upon 
the variable capital but upon the total amount 
or capital employed. For instance, if the 
const,nt capital be £410, the variable capital 

{9°, and the surplus value also £9°, the rate 
of surplus value will be, as in the case just given, 
100%, but the rate of profit only 187(:, that is, 
£ 90 profit on an invested capital of £ 500. 

It is evident, further, that one and the same 
rate of surplus value can and must present itself 
in very different rates of profit according to 
the composition of the capital concerned: the 
greater the variable and the less the constant 
ca,);tal employed (which latter does not con­
tribute to the formatioa of surplus value, but 
incre,ses the fund, in relation to which the 

, surplus value, determined only by the variable 
part of capital, is reckoned as profit) the higher 
will be the rate of profit. For example, if 
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(which ~ indeed almost a practical impossibility) 
the constant capital is nothing and the variable 

capital is £50, and the surplus value, on the 
assumption just made, amounts to 100%, the 

surplus value acquired amounts also to £ 50 ; 
and as this is reckoned on a total capital of only 
£ 50, the rate of profit would in this case also 
be quite 100%. If, on the other hand, the total 
capital is composed of constant and variable 

capital in the proportion of 4 to I; or, in 
other words, if to a variable capital of £ 50 is 
added a constant capital of £200, the surplus 

value of £ 50, formed by the surplus value rate 
of 100%, has to be distributed on a capital of 

[.250, and on this it represent.s only a profit 
rate of 2076. Finally, if the elpital were com­
posed in the proportions of; to I, that is, 

£+50 of constant to £ 50 of ,"riable capital, a 
surj)lus value of £50 would fallon a total 

opital of £ 500, and the rate of profit would 

be only 10%. 
Now this leads to an extremely interesting 

and important result, in pursu'ng which we are 

led to an entirely new stage of the Marl£ian 
system, the most important nt!w feature which 
the third volume contains. 

• 



CHAPTER II 

TIlE THEORY OF THE AVERAGE RATE OF 
PROFl7 AND OF THE PRICE OF PRO­

DUCTION. 

THAT result is as follows. The" organic 
compO!>ltion" (iii. 124) of the capital is 

for technical reasons necessarily different in 
the different .< spheres of production." In 
various indu;tr'i," which demand very different 
tee!>nie.l ma;lIputatiom, the quantity of raw 
material war"-", up on one \',"lrking day is 
very different; ,>r ':ven, when the manipulations 
are the same an,l the quantity of raw mat~rial 

worked up i, n"arly equal, the value of that 
material may dille! ,'ery much; as, for instance, 

in the case of c'pper and iron as raw materials 
of the metal inrl" ;try; or finally the amount and 
~a!uc ,of the whvk ",,justri.1 apparatus, tools, and 
machinery, wh;ch are told off to each worker 
employed, may bl; d,fferent, All these elements ., 
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of difference when they do not exactly balance 
each other, as they seldom do, create in the 
Jifferent branches of production a different pro­
portion between the constant capirtal invested in 
the means of production and the '~ariable capital 

expended in the purchase of l~bour. Every 
branch of economic production nee(~s conseq uently 

I 

a special, a peculiar, " organic c09'position " for 
the capital invested in it, According to the 

I 
preceding argument, therefore, given an equal 
rate of surplus value, every bran chi of production 
must show a different, a special ra~e of profit, on 
the condition certainl y, which Mar/x has hitherto 
always assumed, that commodii~ies exchange 
with each other "according te In:eir values," or 
in propnftion to the work en,bod ~ed in them, 

And here Marx arrivcs ati the famous 
rock of offence il his th .eory, ;,:, hard to steer 

>\ .' In' 
past that it has forme"M' , "ost important 
. arXla;) 
point of dispute' ' h 'jI1 literature of 

His t eorv • 
the last ten yeB" b ' .,' demands that 
'I f I amount, ut. f d' , , • capIta s 0 eq U' 1. 1 0 Isslmllar 

, tion shou u eX'h'b' d'er orgamc compos, " 1'1 It luerent 
. I orld howeve: , ' prohts, The reor' w, , ' . .. I., 

h h " \werned by the. 'LW that capitals sows t at It IS g 
f I ·" without r~' rd to possible, o eq ua amount,I}' 
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differences, "{" 'amc composition, yie!;! equal 

prufits. \;"7 v' ir .• let Marx explain this contra­
diction in h;~ . ".'ill words. 

"\Ve h. 'us shown that in different 
branches of'l:hh,try varying rates of profit are 
obtained a;;u'r::.r.g to the differences in the 

organic comp"<'"ion of the capitals, and also, 
within given ! ,mits, according to their periods 

of turnover; and tbt, therefore, eVen with 

equal rates ot ;urplus value, there is a law (or 

g,'neral teIh:e:cy), alrhough only for capilals 
pbSsi'Jsing Ihr It tne organic composilior.,-the same 
periods of t\"" ,C.yer being assumed-that the 

profits are i" F~c'urtion to the amounts of the 
capitals, an;! tl,er"-ore equal amounts of capital 

y,dd in elf'Jal perivds "f time equal amounts of 

profit, The a,'gllme"t rests on the basis which 
has hither·" c ,era! '.' ,1ten the basis of our 

reason;na Iha:' _·."modi lits "'- sold according 10 
6' -- Un t ' 

;/'eir1Ja/ues . ," "I ... ,r '>and, there 15 no 
,'eallty, r/"t r(-c- . 'al 

doubt that, .l' . ~ ,,1nmg unessenll , 
self-compensatl/; d~ Ir h 

accidental, 3r,t-~ f • g luerences, t e 
, ,_he average n'F of profit for 

dd'erence 1 r. f ' d -
. Jes 0 10 ustry '(ws nOI exiSI and 

dl,fen:n~ bJ .tnc ~t . h 
")U1J rout .,', WIt out up ... tting the whole 
system of c.aJ: list produCTi on It a1>p!.lrs 
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therefore that here the theory of value is irre­
concilable ""itk the actual mO",'ement of things, 

irreconcilable with the actual phenomena of 
production, and that, on this account, the' 
atecmpt to understand the latter must be given 
up." (i'i. I J I). How does Marx himself try 
to solve this contradiction) 

To speak plainly his solution is obtained at 
the cost of the assumption from which Marx 
has hitherto started, viz., that commodities ex­
change according to their values. This assump­
tion Marx now simply drops. Later on we 
shall form our critical judgment of the effect 
of this abandonment on the Marxian system. 
Meanwhile I resume my summary of the 
Marxian argument, and give one of the tabular 
examples which Marx brings forward in support 
of his view. 

In this example he compares five different 
spheres of production, in each of which the 
capital employed is of different organic com­
position, and in making his comparison he keeps 
at first to the assumption which has been 
hitherto made, that commodities exchange. 
according to their val ues. For the clear under­
standing of the following table, which gives the 

.. 
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results of this assumption, it must be remarked 
that C denotes constant capital and V variable, 
and in order to do justice to the actual diversi­
ties of daily life, let us assume (with Marx) that 
the constant capitals employed are "worn out" 
in. different lengths of time, so that only a 
portion, and that an uneq ual portion, of the 
constant capi tal in the different spheres of pro­
duction, is used up in the year. Naturally 
only the used-up portion of constant capital 
-the" used-up C "-goes into the value of the 
product, whilst the whole "employed C" IS 

taken into account in reckoning the '-rate of 
profit. 

Capi:ah. 

I. SOC + ,0 V 
II ;0 C + :;0 V 

T 1 I. 60 C + ;0 V 
IV. t', (; + I:i V 
V. 9' C + SV 

----_ .. _-------

f'urplllS 
Value rate. 

JOtl% 

100% 

roo':[, 
1 (:o::J~:, 

IOO~ 

I 
SlIrplus 
ValUf. 

'0 
30 

,0 

, 5 
I 

I 
,. 

I ) !~ 
PrtJfH rate. IUsed-upi '0 'g 

c. ~:: 
.M E 
'"8 

:0% ;0 90 
3°% 5' '" 40% " '3 ' 15% 40 ~o 

5% '0 '0 

We see that this table shows 111 the different 
• spheres of production where the exploitation of 

labour has been the same, very different rates of 
profit, corresponding to the different organic 
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composition of the capitals. But we can also 
look at the same facts and data from another 
point of view. .. The aggregate sum of the 
capital employed in the live spheres is = 500 ; 

the aggregate sum of the surplus value produced 
= I 10; and the aggregate value of the commo­

dities produced = 6 I o. If we consider the 500 

as a single capital of which 1. to V. form ollly 
different parts (just as ill a cotton manufactory 
in the different departments, in the carding­
room, the roving-room, the spinning-room, and 
the weaving-room, a different proportion of 
variable and constant capital exists and the 
average proportion must be calculated for. the 
whole manufactory), then in the lirst place 
the average composition of the capital of 500 

would be 500=390 C + 110 V, or 78% 
C + 22% V. Taking each of the capitals of 
100 as being !- of the aggregate capital its 
composition would be this average one of 78% 
C + 2~% V; and likewise to every 100 would 
accrue as average surplus value 22% ; therefore 
the average rate of prolit would be 22%" (iii. 
I 33-+). Now at what price must the sepan,te 
commodities be sold in order that each of the 
live portions of capital should actually obtain 
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this average rate of profit? The fOllowing 
table shows this. In it has been inserted the 
heading "Cost Price," by which Marx under­
stands that part of the value of commodities 
which makes good to the capitalists the price of 
the consumed means of production and the price 
of the working power employed, but yet does 
not contain any surplus value or profit, so that 
its amount is equal to V + used-up C. 

"Taken together," comments Marx on the 
results of this table, "the commodities are sold 
2 + 7 + 17 = 26 over their value, and 8 + 18 
under their value, so that the variations in price 
mutually cancel each other, either through an 
equal division of the surplus value or by cutting 
down the average profit of 22% on the invested 
capital to the respective cost prices of the com-
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moditi"s, l. to V. ; in the same proportion in 
which one part of the commodities is sold over 
ils value another part will be sold under ils 
fJalue. And now their sale al such prices makes 

it possible that the rate of profit for I. to V. should 
be equal, 22%, without regard to the different 
organic composition of the capital l. to V." (iii. 

135)· 
Marx goes on to say that all this is not 

a mere hypothetical assumption, but absolute 
fact. The operating agent is competition. It 
is true that owing to the different org~nic 

composition of the capitals invested in various 
branches of production "the rates of profit 
which obtain in these different branches are 

originally very different." But "these different 
rates of profit are reduced by competition to 
a common rate which is the average of all these 
different rates. The profit corresponding to 
this common rate, which falls to a given amount 
of capital, whatever its organic composition may 
be, is called average profit. That price of a 
commodity which is equal to its cost price plus 
its share of the yearly average profit of th. 
capital employed (not merely that consumed) 
in its production (regard being had to the 
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quickness or slowness of turnover) is its p1'ice of 
production" (iii. 136). This is in fact identical 
with Adam Smith's natural price, with Ricardo's 

price of production, and with the prix necessaire 

of the physiocrats (iii. 178). And the actual 
exchange relation of the separate commodities is 

'''' 1000ger determined b)' their vallies bllt by their 

prices 0/ production; or as Marx likes to put it 
" the nlues change into prices of production" 

(e.g, iii. I 76). Value and price of production 
are only exceptionally and accidentally coinci­
dent, namely, in those commodities which are 

produced hy the aid of a capital, the organic 
composltlOn of which chances to coincide 

exactly with the average composition of the 
whole social capital. In all other cases value and 

production price necessarily and in principle 
part company. And his meaning is as follows. 

According to Marx we call "capitals which 

contain a greater percentage of constant, and 
therefore a smaller percentage of variable capital 

than the social average capital, capitals of higher 

composition; and contrariwi'e those capitals in 

which the constant capital tills a relatively 
smaller, and the variable a relatively larger 

space than in the social average capital are 



called capitals of lower composition." So in 
all those wmmodities which have been created 
by the aid of capital of " higher" cnm?osition 
than the average composition the price of pro­
duction will be above their value, and in the 
opposite case it will be under the value. Or, 
commodities of the first kind will be neces­
sarily and regularly sold ot'er their value and 
commoditie, of the second kind under their 

value (iii. '42 seq., and often elsewhere). 
The relation of the individual capitalists to 

the total surplus value created and appropriated 
in the whole society is finally illustrated in the 
foUuwing manner: "Although the capitalists 
of the different spheres of production in selling 
their commodities get back the value of the 
capital used up in the production of these 
commo?ities, they do not thereby recover the 
surp!lIsvalue, and therefore profit, created in 
their own particular spheres, by.the production 
of these commodities, but only so much surplus 
value, ~nd therefore profit, as falls by an equal 
division to every aliquot part of the whole 
capital, from the total surplus value or total 
profit which the entire capital of society has 
created in a given time, in all the spheres of 
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production taken together. Every 100 of in­
vested capital, whatever its composition, secures 
in every year, or other period of time, the 
profit which, for this period, falls due to a 
roo as a given part of the total capital. So 
far as profit is concerned, the different capitalists 
are in the position of simple members of a 
joint stock company, in which the profits are 
divided into equal shares on every 100, and 
therefore for the different capitalists vary only 
according to the amount of capital invested by 
each in the common undertaking, according to 
the relative extent of his participation in the 
common business, according to the number of 
his shares" (iii. 136 seq.). Total profit and 
total surplus value are identical amounts (iii. 
r sr, 152). And the average profit is nothing 
else "than the total amount of surplus value 
divided among the amounts of capital in every 
sphere of production in proportion to their 
quantities" (iii. r 53). 

An important consequence arising from this 
is that the profit which the individual capitalist 
graws is clearly shown not to arise only from 
the work performed by himself (iii. 14-9), but 
often proceeds for the most part, and some-
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times eiltirely (for example, 10 the case of 
mercantile capital), from labourers with whom 
the capitalist concerned has no connection what­
ever. Marx, in conc\usiun, puts and answers 
one more question, which he regards as the 
specially difficult question, the question namely, 
In what manlIer "does this adjustment of 
profits to a common rate of profit take place, 
since it is evidently a result and not a starting­
point? " 

He first of all puts forward the view that in 
a condition of society in which the capi talist 
system is not yet dominant, and if' which, 
therefore, th~ hbourers themselves are in pos­

session of the necessary means of production, 
commodities are actually exchanged according 
to their real value, and the rates of profit could 
not therefore be equalised. But as the labolJrers 
could always obtain and keep for themseh·es 
an equal surplus value for an equal workil1g 
time-i.e., an e'lual value over and above their 
n~cessary wants--the actuallv existing difference 
in the profit rate would be "a matter of 
indifference, just as to-day it is a matter o( 
indifference to the hired labourer by what rate 
of profit the amount of surplus value squeezed 
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out of him is represented" (iii. 155): Now 
as such conditions of life in which the means 
of production belong to the worker, are his­
torically the earlier, and are found in the old 
as well as in the modern world, with peasant 
proprietors, for instance, and artisans, Marx 
thinks he is entitled to assert that it is "quite 
in accordance with facts to regard the values of 
commodities as, not only theoretically but also 
historically, prior to the prices of production" 

(iii. 156). 
In societies organised on the capitalist system, 

however, this changing of values into prices of 
production and the equalisation of the rates of 
profit which follows, certainly do take place. 
There are some long preliminary discussions, in 
which Marx treats of the formation' of market 
value and market price with special reference 

to the production of separate parts of com­
modities produced for sale under conditions of 

varying advantage. And then he expresses 
himself as follows very clearly and concisely 
on the motive forces of this process of 
~q ualisation and on its mode of action: "If 
commodities are .' .. sold according to their 

. values . . . very different rates of profit are 
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obtained. ' ... Capital withdraws itself, how­
ever, from a sphere with a low rate of profit, 
and throws itself into another which yields a 
higher profit. By this continual interchange, 
or, in a word, by its apportionment between 
the different spheres, as the rate of profit sinks 
here and rises there, such a relation of supply 
to demand is created as to make the average 
profit in the different spheres of production the 
same, and thus values arc changed into prices 
of production" (iii. 17 5-6 ).1 

I W. Sombart in the classical, clear, and comprehensive 
account of the concluding \'olumc of the:: Marxian system 
which he lately gave in the AreN':! fiir S(jziale Gae/z­

gebtltlg (vol. vii., part f, pp. 555 uq.), also regards the 
pa5sages quoted in the text as those which contain the 
strict answer to the problem gi\'cn (Ibid., p. 56+). We 
shall by and hy have to deal more at large with this impor­
tant and ingenious, but critically, I think, unsatisfaclory 
e~say. 



CHAPTER III 

THE QUESTION OF THE CONTRADIC710N 

MANY years ago, long before the above­
mentioned prize essays on the compati­

bility of an equal average rate of profit with the 
Marxian law of value had appeared, the present 
writer had expressed his opinion on this subject 
in the following words: "Either products do 
actually exchange in the long run in proportion 
to the labour attaching to them-in which 
case an equalisation of the gains of capital is 
impossible; or there is an equalisation of the 
gains of capital-in which case it is impossible 
that products should continue to exchange in 
proportion to the labour attaching to them." 1 

From the Marxian camp the actual incom­
patibility of these two propositions was first 

1. G£uhicht, lI"d Kritil dtr Kapitalzillstheoritm. lnns~ 

>ruck, 188+, p. 413. Translation, p. 36 •. 
60 
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acknowleaged a few years ago by Conrad 
Schmidt. I Now we have the authoritative 
confirmation of the master himself. He has 
stated concisely and precisely that an equal 
rate of profit is only possible when the con­
ditions of sale are such that some commodities 
are sold above their value, and others under 
their value, and thus are not exchanged in 
proportion to the labour embodied in them. 
And neither has he left us in doubt as to which 
of the two irreconcilable propositions conforms 
in his opinion to the actual facts. He teaches, 
with a clearness and directness which merit our 
gratitude, that it is the equalisation of the 
gains of capital. And he even goes so far as 
to say, with the same directness and clearness, 
that the several commodities do not actually 
exchange with each other in proportion to the 
labour they contain, but that they exchange in 
that varying proportion to the labour, which is 
rendered necessary by the equalisation of the 
gains of capital. 

I See his work, Die DUT{bJ(hftittJprfJjitTl1te auf Grulld­
/dgf do MarxJ(/;flt WertgeutztJ, Stuttgart, 1889, especi­
ally section '3; and my review of this work in the 
Tiibingey ZeitJthrift f. d. gn. StaatiwisunIcbaft, 1890, pp. 
590 "q. 
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In what relation does this doctrii'>e of the 
third volume stand to the celebrated law of 
value of the first volume? Does it contain 
the. solution of the seeming contradiction 
looked for with so much anxiety? Does it 
prove "how not only without contradicting 
the law of value, but even by virtue of it, 
an equal average rate of profit can and must be 
created?" Does it not rather contain the exact 
opposite of such a proof, viz., the statement 
of an actual irreconcilable contradiction, and does 
it not prove that the equal average rate of profit 
can only manifest itself if, and because, the 
alleged law of value does not hold good ? 

, do not think that anyone who examines 
the matter impartially and soberly can remain 
long in doubt. In the first volume it was 
maintained, with the greatest emphasis, that all 
value is based on labour and labour alone, and 
that values of commodities were in proportion 
to the working time necessary for their pro­
duction. These propositions were deduced and 
distilled directly and exclusively from the ex­
change relations of ~ommodities in which they 
were "immanent." We were directed "to 

start from the exchange value, and exchange 

/ 
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relation ·of commodities, in order to come upon 
the track of the value concealed in them" 
(i. 23). The value was declared to be "the 
common factor which appears in the exchange 
relation .of commodities" (i. 13). We were 
told, in the form and with the emphasis of a 
stringent syllogistic conclusion, allowing of no 
exception, that to set down two commodities 
as equivalents in exchange implied that "a 
common factor of the same magnitude" existed 
in both, to which each of the two "must be 
reducible" (i. I I). Apart, therefore, from 
temporary and occasional variations which 
"appear to be a breach of the law of the 
exchange of commodities" (i. 142), commodi­
ties which embody the same amount of labour 
must on principle, in the long run, exchange 
for each other. And now in the third volume 
we are told briefly and drily that what, accord­
ing to the teaching of the first volume must 

be, is not and never can be; that individual 
commodities do and must exchange ,,~th each 
other in a proportion different from that of 
the labour incorporated in them, and this not. 
accidentally and temporarily, but of necessity 
and permanently. 
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I cannot help myself; I see here no ex­
planation and reconciliation of a contradiction, 
but the bare contradiction itself. Marx's third 
volume contradicts the first. The theory of 
the average rate of profit and of the prices of 
production cannot be reconciled with the theory 
of value. This is the impression which must, 
I believe, be received by every logical thinker. 
And it seems to have been very generally 
accepted. Loria, in his lively and picturesque 
style, states that he feels himself forced to the 
" harsh but just judgment" that Marx" instead 
of a solution has presented a mystification." 
He sees in the publication of the .third volume 
"the Russian campaign" of the Marxian 
system, its "complete theoretic bankruptcy," 
a "scientific suicide," the "most explicit sur­
render of his own teaching" (f abdicazione pilt 
cJplicila nlla doltrina JleHa), and the "full 
and complete adherenc.e to the most orthodox 
doctrine of the hated economists." I 

And even a man who is so close to the 
Marxian system as \Verner Sombart, says that 
a "general head-shaking" best represents the 

t L'o/trll pos/llmo ai Carlo ft.tarx, NIlDfla AlItfJ/ogia, 
. February I, ]895, pp. 20, 22, 23. 
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probable" effect produced on most readers by 
the third volume. "Most of them," he s~ys, 

"will not be inclined tc, regard 'the solution' 
at" 'the puzzle of the ave.rage rate of profit' as a 
, ,olution '; they will tLink that the knot has 
been cut, and by no means untied. For, when 
suddenly out of the depths emerges a 'quite 
ordinary' theory of :ost of production, it 
means that the celebra ted doctrine of value 
has come to grief. Fa:·, if I have ill the end 
to explain the profits by the cost of production, 
wherefore the whole cumhrous apparatus of the 
theories of value and surplus value?" I Som­
bart certainly reserves to ',imself another judg­
ment. He attempts to ,ave the theory in a 
way of his own, in which, however, so much of 
it is thrown overboard that it seems to me 
very doubtful if his efferts have earned the 
gratitude of any person concerned in the 
matter. I shall by and by more closely 
examine this at all events interesting and in­
structive attempt. But, bt fore the posthumous 
apologist, we must give th~ master himself the 

1 Z4r Krilik de] Okonol11iJ(,hen S)'JumJ z'on Karl Afarx, 
~n thl!' .. 1rtbir.' fir ]fI.-ia!e Glut r.gfbIJIIg, \·01. vii., part f, 
pp. 5i I !fq. 

5 
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careful and attentive hearing which so important 
a subject deserves. 

Marx himself must, of course, have foreseen 
that his solution would incur the reproach of 
being no solution at all, but a surrehder 
of his law of value. To this prevision is 
evidently due an anticipatory self-defence 
which, if not in form yet in point of fact, 
is found in the Marxian system; for Marx 
does -not omit to interpolate in numerous 
places the express declaration that, in spite of 
exchange relations being directly governed by 
prices of production, which diJfer from the 
values, all is nevertheless moving within the 
lines of the law of value and this law, "in 
the last resort" at least, governs prices. 
He tries to make this view plausible by 
several. inconsequent observations and explana­
tions. On this subject he does not use his 
customary method of. formal close line. of 
reasoning, but gives only • series of running, 
incidental remarks which tentain different 
arguments,_- _ or ,turns _ of _ expression which 
may be in~ted as sUch. - In this' case 
it' •. _ ~ble,.to.judge on _which of 
~i":":·::ft"';';"':'-'.: ........ i.: ....... ic . tended to 
~"J.lfUA.~W~~"'-"_j~ In 
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place the greatest weight, or what was his 
conception of the reciprocal relations of these 
dissimilar arguments. 'However that may be, 
we must, in justice to the master as well as 
to our own critical problem, give each of these 
arguments the closest attention and impartial 
consideration. 

The running remarks appear to me to con­
tain the following four arguments in favour of 
a partly or wholly permanent validity of the law 
of value. 

First argument: Even if the separat~ com­
modities are being sold either above or below 
their values, these reciprocal fluctuations cancel 
each other, and in the community itself.-taking 
into account all the branches of production­
the lOlal of Ihe prices of production of the com­
modities produced still remains equal to the sum 
of their values (iii. 138). 

Second argument: The law of value governs 
the mo~'ement of prices, since the diminution or 
increase of the requisite working time makes 
the prices of production rise or fall (iii. 158, 
similarly iii. 156). 

Third argument: The law of value, Marx 
affirms, governs with undiminished, authority 
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the exchange of commodities in certain 
"primar.y" stages, in which the change of 
values into prices of production has not yet 
been accomplished. 

Fourth argument: In a complicated economic 
system the law of value regulates the prices of 
production at least indirectly and in the last 
resort, since the total value of the commodities, 
determined by the law of value, determines 
the total surplus value. The latter, however, 
regulates the amount of the average profit, and 
therefore the general rate of profit (iii. 159). 

Let us test these arguments, each one on 
its own meri ts. 

FIRST ARGUMENT. 

It is admitted by Marx that separate com­
modities exchange with each other either over 
or under their value according as the share of 
constant capital employed in their production 
is" above or below the average. Stress is, 
however, laid on the fact that these individual 
deviations which take place in opposite direc­
tions compensate or c:mcel each other, so that 

. the sum total of all prices paid corresponds 
exactly with the sum of all values. "In the 
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same p..,portion in which one part of the com­
modities is sold above its value another part 
will be sold under its value" (iii. 135). "The 
aggregate price of the ... ommodities 1. to V. (in 
the table given by Marl= as an example) would 
therdore be equal to their aggregate values, 
and would therefore be, in fact, a money ex­
pression of the aggregate amount of labour, 
both past and recent, contained in the com­
modities I. to V. And in this way in the 
community itself.-when we regard the total 
of all the branches of production-the sum 
of the prices of production of the com­
modities manufactured is equal to the sum of 
their values" (iii. 138). FroI<l this, finally, 
the argument is more or less clearly deduced 
that at any rate for the sum of all commodities, 
or, for the community as a whole, the law of 
value maintains its validity. "Meanwhile it 
resolves itself into this--that by as much as 
there is too much surplus value in one com­
modity there is too little in another, and there­
fore the deviations from "Jalut which lurk in 
the prices of production reciprocally cancel tach 
other. In capitalistic production as a wholc.. 
, 1M general law maintains itself as the gO'IJC1·ning 
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lendency,' only in a "ery complex apd ap­
proximate manner, as the constantly changing 
average of perpetual fluctuations" (iii. 14.0). 

This argument ;s no' new in the Marxian 
literature. 111 simihr circumstances it was main­
tained, a few years ag 0, by Conrad Schmidt, 
with great emphasis, and perhaps with even 
greater clearness of principle than now. by 
Marx himself. In his attempt to solve the 
riddle of the average rate of profit Schmidt 
also, while he employed a different line of 
argument from Marx, arrived at the con­
clusion that separate commodities cannot 
exchange with each other in proportion to 
the labour attachi ng to them. He too was 
obliged to ask the question whether, in face 
of this fact, the validity of. Marx's law of 
value could any longer be maintained, and he 
supported his affirmative opinion on the very 
argument that has just been given. ' 

I hold the argument to be absolutely un­
tenable. I maintained this. at the time against 
Conrad Schmidt, and I have no occasion to-day 
in relation to Marx himself to make any 

,.dteration in the reasoning on which I founded 
• See his work quoted above, especially section l3. , 
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my opin<on then. I may content myself now 
with simply repeating it word for word. In 
opposing Conrad Schmidt, I asked how much 
or how little of the cdebrated law of value 
remained after so much had practically been 
g' 'ten up, and then con:inued: "That not 
much remains \\;11 be best shown by the efforts 
which the author makes t" prove that, in spite 
of everything, the law of value maintains its 
validity, After he has admitted that the actual 
prices of commodities differ from their values, 
he remarks that this divergence only relates 
to those prices obtained by separate commodities, 
and that it disappears as soon as one considers 
the .;um of all separate commodities, the yearly 
national produce, and that the total price which 
is paid for the wholt: national produce taken 
together does certainly c<)incide entirely with 
the amount of value actually embodied in it 
(p. 5 [), I do not know wh"ther I shall be 
able to show sufficiently he bearings of this 
statement, but I shall at least attempt to in­
dicate them. 

"What then, we ask, is the chief object 
of the 'law of value'? It is nothing else 

than the el ucidation of the exchange relations 
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of commodities as they actually appear to us 
We wish to know, for instance, why a coat 
should be worth as much in exchange as twenty 
yards of linen, and ten pounds of tea as much 
as half a ton of iron, &c. It is plain that Marx 
himself so conceives the explanatory object of 
the law of value. There can clearly only be 
a question of an exchange relation between 
ditrerent separate commodities among each other. 

As soon, however, as one looks at all com­
modities as a 'whole and sums up the prices, one 
must studiously and of necessity avoid looking 
at the relations existing inside of this whole. 
The internal relative ditrerences of price do 
compensate each other in the sum total. For 
instance, what the tea is worth more than the 
iron the iron is worth less than the tea and 
vice versa. In any case, when we ask for 
information regardiag the exchange of com­
modities in political economy it is no answer 
to our question to be told the total price which 
they fetch when taken altogether, any mJll'C 

'than if, on asking by how many fewer minutes 
the winner in a prize race had covered the 
course than his competitor, we were to be told 
that all the competitors together had taken 
twenty-five minut!s and thirteen seconds. 



The fRgestion ?f the Contradiction .73 

"Tl'te state of the case is this: To the 
question of the problem of value the followers 

. of Marx reply first with their law of value, i.e., 
that commodities exchange in proportion to the 
working time incorporated in them. Then 
they-covertly or openly-revoke this answer 
in its relation to the domain of the exchange 
of separate commodities, the one domain in 
which the problem has any meaning, and 
maintain it in full force only for the whole 
aggregate national produce, for a domain there­
fore in which the problem, being without 
object, could not have been put at all. As 
an answer to the strict question of the 
problem of value the law of value is avowedly 
contradicted by the facts, and in the only 

application in which it is not contradicted by 
them it is no longer an answer to the question 
which demanded a solution, but could at best 
only be an answer to some other question. 

"It is, however, not even an answer to another 
question; it is no answer at all; it is simple 
tautology. For, as every economist knows, 
commodities do eventually exchange with com­
modities-when one penetrates the disguises dut' 
to the use of money. Every commodit':.· 
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comes into exchange is at one <lnd the same 
time a commodity and the price of what is 
given in exchange for it. The aggregate of 
commodities therefore is identical with the 
aggregate of the prices paid for them; or, the 
price of the whole national produce is nothing 
else than the national produce itself. Under 
these circumstances, therefore, it is quite true 
that the total price paid for the entire national 
produce coincides exactly with the total amount 
of value or labour incorporated in it. But this 
tautological declaration denotes no increase of 
true knowledge, neither does it serve as a special 
test of the correctness of the alleged law that 
commodities exchange in proportion to the 
labour embodied in them. For in this manner 
one might as well, or rather as unjustly, verify 
an)' other law one pleased-the law, for instance, 
that commodities exchange according to lhe 
measure of their specific gravity. For if cer­
tainlyas a 'separate ware' ·1 lb. of gold does not 
exchange with [ lb. of iron, but with +0,000 lbs. 
of iron; still, the lolat price paid for I lb. of 
gold and 40,000 lbs. of iron taken log~ther is 

,nothing more and nothing less than 40,000 lbs . 
. ;'on and I lb. of gold. The total weight, 
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therefore) of the total price-4o,001 lbs.--cor­
responds exactly to the like total weight of 
40,001 Ibs. incorporated in the whole of the 
commodities. Is weight consequently the true 
standard by which the exchange rdation of 
commodities is determined? " 

I have nothing to omit and nothing to add 
to this judgment in applying it now to Marx 
himself, except perhaps that in advancing the 
argument which has j list been under criticism 
Marx is guilty of an additional error which 
cannot be charged against Schmidt. For, in the 
passage just quoted from page 140 of the third 
volume, Marx seeks, by a general dictum con­
cerning the way in which the law of value 
operates, to gain approval for the idea that a 
certain real authority may still be ascribed to it, 
even if it does not rule in separate cases. After 
saying that the" deviations" from value, which 
are found in the prices of production, cancel 
each other, he adds the remark that" in capital­
istic production as a whole the general law 
maintains itself as the governing tendency, for 
the most part only in a very complex and 
approximate manner as the cc.nstantly changing 
a·veragc of je1-pelllaljluclualions." 
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Here Marx confounds two very' different 
things: an average of fiucluations, and an average 

between permanently and fundamentally unequal 
quantities. He is so far quite right, that many 
a general law holds goOd solely because an 
average resulting from constant fluctuations 
coincides with the rule declared by the law. 
Every economist knows such laws. Take, for 
example, the law that prices equal costs of pro­
duction-that apart from special reasons for 
inequality there is a tendency for wages in 
different branches of industry, and for profits of 
capital in different branches of production, to 
come to a level, and every economist is inclined 
to acknowledge these laws as "laws," although 
perhaps there may be no absolutely exact agree­
ment with them in any single case; and there­
fore even the power to refer to a mode of action 
operating on the whole, and on the average, has 
a strongly captivating influence. 

But the case in favour of which Marx uses' 
this captivating reference is of quite a different 
kind. In the case of prices of production which 
deviate from the "values," it is not a question 
of fluctuations, but of necessary and permanent 
divergences. 



Two commodities, A and B, which contain 
the same amount of labour, but bwe been 
produced by capitals of different organic com­
position, do not fluctuate round the same average 
point, say, for example, the average of fifty 
shillings; but each of them assumes perma­
nently a different level of price; for instance, 
the commodity A, in the production of which 
little constant capital, demanding but little 
interest, has been employed, the price level of 
forty shillings; and the commodity B, which 
has much constant capital to pay interest on, 
the price level of sixty shillings, allowance being 
made for fluctuation round each of these devi­
ating levels. If we had only to deal with 
fluctuations round one and the same level, so 
that the commodity A might stand at one 
moment at forty-eight shillings and the 
commodity B at fifty-two shillings, and at 
another moment the case were reversed, and the 
commodity A stood at fifty-two shillings and 
the commodity B only reached forty-eight, then 
we might indeed say that in the average the 
price of both of these commodities was the 
same, and in such a state of things, if it were 
seen to obtain universally, one might find, m 

.' 



Karl Marx 
-~- ----~--

spite of the fluctuations, a verification of the 
" law" that commodities embodying the same 
amount of labour exchange on an equal footing. 

'Vhen, however, of two commodities in which 
the same amount of labour is incorporated, one 
permanently and regularly maintains a price of 
forty shiHings and the other as permanently and 
regularly the price of sixty shillings, a mathe­
matician may indeed strike an average of fifty 
shillings between the two; but such an average 
has an entirely different meaning, or, to be more 
accurate, has no meaning at all with regard to 
our law. A mathematical average may always 
be struck between the most unequal quantities, 
and when it has once been struck the deviations 
from it on either side always" mutually cancel 
each other" according to their amount; by the 
same amount exactly by which the one exceeds 
the average the other. must of necessity fall 
short. But it is evident that necessary and 
permanent differences of prices in commodities 
of the same cost in labour, but of unequal compo­
sition as regards capital, cannot by such playing 
with .. average" and "deviations that cancel 
each other" be turned into a confirmation of 
the alleged law of value instead of a refutation. 
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We might just as well try in this way to prove 
the proposition that animals of all kinds, 
elephants and May-flies included, have the 
same length of life; for while it is true that ele­
phants live on an average one hundred years and 
May-flies only a single day, yet between these 
two quantities we can strike an average of fifty 
years. By as much time as the elephants live 
longer than the flies, the flies live shorter than 
the elephants. The deviations from this 
average "mutually cancel each other," and 
consequently on the whole and on the average 
the law that all kinds of animals have the same 
length of life is established! 

Let us proceed. 

SECOND ARGUMENT. 

In various parts of the third volume Marx 
claims for the law of vilue that it " governs the 
movement of prices," and he considers that this 
is proved by the fact that where the working 
time necessary for the production of the com­
modities decreases, there also prices fall; and 
that where it increases prices also rise, other 
circumstances remaining equal. l 

, III. I 56, and quite similarly in the pas;age alrctdy 
quoted, iii. 158. 
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This conclusion also fests on an error of logic 
so obvious that one wonders Marx did not· 
perceive it himself. That in the case of" other 
circumstances remaining equal" prices rise and 
fall according to the amount of labour expended 
proves clearly neither more nor less than that 
labour is one factor in determining prices. It 
proves, therefore, a fact upon which all the 
world is agreed, an opinion not peculiar to 
Marx, but one acknowledged and taught by 
the classical and "vulgar economists." But 
by his law of value Marx had asserted much 
marc. He had asserted that, barring occasional 
and momentary fluctuations of demand and 
supply,. the labour expended was the sole factor 
which governed the exchange relations of com­
modities. Evidently it could only be maintained 
that this law governs the movement of prices if 
a permanent alteration in prices could not be 

produced or promoted by any other cause than 
the alteration in the amount of working time. 
This, however, Marx does not and cannot 
maintain; for it is among the results of his own 
teaching that an alteration in prices must occur 
when, for instance, the expenditure of labour 
remains the same, but when, owing to such 
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circumstances as the shortening of the processes 
of production, the organic composition of the 
capital is changed. By the side of this pro­
position of Marx we might with equal justitica­

. tion place the other proposition, that prices rise 
or fall when, other conditions remaining equal, 
the length of time during which the capital is 
invested increases or decreases. If it is impos­
sible to prove by the latter proposition that the 
length of time during which the capital is 
in vested is the sole factor that governs exchange 
relations, it is equally impossible to regard 
the fact that alterations in the amounts of the 
labour expendtd affect the movements of prices, 
as a confirmation of the alleged law that !:thour 
alone governs the exchange relations. 

THIRD ARGUMENT. 

This argument has not bet!n dt!veloped with 
precision and clearness by Marx, but the sub­
stance of it has been woven into those pro,-esses 
of reasoning, the object of which was the eluci­
dation of the" truly difficult questiol\" "how 
the adjustment of the profits to the general rate 
of profit takes place" (iii. 153 seq.). 

The kernel of the' argument is most easily 
6 
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extracted in the following way. Marx affirms, 
and must affirm, that "the rates of profits are 
originally very different" (iii. 136), and that 
their adjustment to a general rate of profits is 
primarily" a result, and cannot be a starting, 
point" (iii. 153). This thesis further contains 
the claim that there exist certain "primitive" 
conditions in which the change of values into 
prices of production which leads to the adjustment 
of the rates of profit, has not yet taken place, 
and which therefore are still under the complete 
and literal dominion of the law of value. A 
certain region is consequently claimed for this 
law in which its authority is perfectly absolute. 

Lee us inquire more closely what this region 
is, ar.d see what arguments Marx adduces to 
prove that the exchange relations in it are 
actuaily determined by the labour incorporated 
in the commodities. 

A~cording to Marx the adjustment of the 
rate of profit is dependent on two assumptions. 
Firstly, on a capitalistic system of production 
being in operation (iii. 154); and secondly, on 
the levelling influence of (ompeli/ioll heing in 
effective action (iii. 136, 151, 159. 175. 
176). We must, therefore, logically look for 
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the "primitive conditions" under which the 
pure rEgime of the law of value prevails where 
one or other of these assumed conditions does 
not exist (or, of course, where both are 
absent). 

On the first of these cases Marx has himself 
spoken very fully. By a very detailed account 
of the processes which obtain in a condition of 
society where capitalistic production does not 
yet prevail, but "where the means of produc­
tion belong to the ,·.orker," he shows the prices 
of commodities in this stage to be .:xclusively 
determined by their values. In order to enable 
the reader to judge impartially how far this 
account is really convincing, I must give the 
full text of it :-

" The salient point will be best shown ir the 
following way. Suppose the workers tl.em­
selves to possess each his own meal1S of pro­
duction, and to exchange their commodities 
with each other. These commodities would 
not then be the product of capital. The value 
of the tools and raw material employed in the 
different branches of labour would be different 
according to the special nature of the work; 

and also, apart from inequality of value in 
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the means of production employed, di/ferent 
amounts of these means would be required for 
given amounts of labour, according as one 
commodity could be finished in an hour and 
another only in a day, &c. Let us s~ppose, 

further, that these labourers work the same 
time, on an average, allowing for the adjust­
ments which result from di/ferences of intensity, 
&c., in work. Of any two workers, then, both 
would, firstly. in the commodities which repre­
sent the produce of their day's labour, have 
replaced their outlays, that is, the cost prices of 
the consumed means of production. These 
would di/fer according to the technical nature 
of their branches of industry. Secondly, both 
would have created the same amount of new 
valie, i.e., the value of the day's labour added 
to ,he means of production. This would con­
tain their wages plus the surplus value, the 
surplus work above their necessary wants, of 
which the result, however, would belong to them­
selves. 1/ W( e;cpe!! ollrse/'Ves ill capitalistic terms, 
!Jotn receive the itIIIU wagls pillS tlu same profit. 
but also the value, ·represented, for instance, by 
tilt- produce o,f a working day of ten hours. But 
in the first place the values of their commodities 
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would be different. In commodity I., for 
example, there would be a larger share of value 
for the expended means of production than in 
commodity II. The rates of profit also would 
be very different for I. and II., if we here con­
sider as rates of profit the proportion of the 
surplus value to the total value of the employed 
means of production: The means of subsis­
tence which I. and II. consume daily during the 
process of production, and which represent the 
wages of labour, form here that part of the 
advanced means of production which we usually 
call variable capital. But the. surplus. value 
would be, for the Jalnt working time, the same 
for I. and II. ; or, togo more closely into the 
matter, as I. and II., each, receive the value of 
the produce of one day's work, they receive, 
after deducting the value of the advanced 
"constant" elements, equal values, one part of 
which may b<: looked upon as compensation for 
the means of subsistence consumed during the 
production, and the other as surplus value­
value over and above this. If I. has had more 
outlay it is made up to him by the greater value 
of his commodity, which replaces this "con­
stant" part, and he has consequently a larger 
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part of the total value to exchange back into 
the material elements of this constant part; 
whilst if II. obtains less he has, on the other 
hand, the less to exchange back. 'Differences ill 
rates of prrjit would therefore, under this assump­

tion, be a mailer of indifference, just as it is to­
day a matter of indifference to the wage-earner 
by what rate of profit the amount of surplus 
value squeezed out of him is represented, and 
just as in international commerce the dif­
ference in the rates of profit in the different 
nations is a matter of indifference for the t;X­

change of their commodities" (iii. 154 sefj.). 

And now Marx passes at once from the 
hypothetical style of "supposition" with its 
subjunctive moods to a series of quite positive 
conclusions. "The exchange of commodities 
at their values, or approximately at their values, 
demands, therefore, a much lower stage of 
development than the exchange into prices of 
production," . . . and "it is, therefore alto­
gether in keeping with fact to regard the values 
as not only theoretically but historically prior 
to the .orices of production. It holds good for 
circumstances where the means of production 
belong to the worker, and these circumstances 
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are found both in the old and in the modern 
world, in the cases of peasants who own land 
and work it themselves, and in the case of 
artisans" (iii. 155, I56). 

What are we to think of this reasoning? I 
beg the reader above everything to notice 
carefully that the hypothetical r ., describes 
very consistently how exchange w. 'd present 
itself in those primitive conditions 0 society if 
everything took place according to the Marxian 
law of value; but that this description contains 
no shadow of proof, or even of an attempt at 
.proof, that under the given assumptions things 
must so take place. Marx relates, .. supposes," 
asserts, but he gives no word of proof. He 
consequently makes a bold, not to Say naive 
jump, when he proclaims as an ascertained 
result (as though he had successfully worked 
out a line of argument) that it is, t.~erefore, 

quite consistent with facts to regard values, 
historically also, as prior to prices of produc­
tion. As a matter of fact it is beyond question 
that Marx has not proved by his" supposition" 
the historical existence of such a condition. 
He has only hypothetically deduced it from 
his theory; and as to the credibility of that 
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hypothesis we must, of course, be free to form 
our own judgment. 

As ~ fact, whether we regard it from within 
or from without, the gravest doubts arise as to 
its credibility. It is inherently improbable, and 
so far as there can be a question here of proof 
byexperiet e, even experience is against it. 

It is in rently altogether improbable. For 
it require .hat it should be a matter of com­
plete indifference to the producers at what time 
they receive the reward of their activity, and 
that is economically and psychologically im­
possible. Let us make this clear to ourselveS 
by considering Marx's own example point by 
point. Marx compares two workers-I. and II. 
Labourer No.1. represents a branch of produc­
tion which requires technically a relatively 
large and valuable means of production re­
sulting from previous labour, raw material, 
tools, and auxiliary material. Let us suppose, 
in order to illustrate the example by figures, 
that the production of the previous material 
required five years' labour, whilst the working 
of it up into finished products was effected in a 
sixth year. Let us further suppose-what is 
certainly not contrary to the spirit of the 
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Marxian hypothesis, which is meant to de­
scribe very primitive conditions-that labourer 
No. 1. carries on both works, that he both 
creates the previous material and also works it 
up into finished products. In these circum­
stances he will obviously recompense himself 
for the previous Jabour of the first years out of 
the sale of the finished products, which cannot 
take place till the end of the sixth year. Or, 
in other words, he will have to wait five years 
for the return to the first year's work. For 
the return to the second year he will have to 
wait four years; for the third year, three years, 
and so on. Or, taking the average of the six 
years' work, he will have to wait nearly three 
years after the work has been accomplished for 
the return to his labour. The second worker, 
on the other hand, who represents a branch 
of production which needs a relatively small 
means of production resulting from previous 
labour will perhaps turn out the completed 
product, taking it through all its stages, in the 
course of a month, and will therefore receive 
his compensation from the yield of his product 
almost immediately after the accomplishment of 
his work. 
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Now Marx's hypothesis assumes that the 
prices of the cornmodi""s I. and II. are de­
termined exactly in proportion to the amounts 
of labour expended in their proquction, 50 that 
the product of six years' work in tit<: commodity 
No. I. only fetches as much as the total produce 
of six years' work in commodity No. II. And 
further, it follows from this that the labourer 
in commodity No. I. should be satisfied to 
receive for every year's work, with an average 
of three years' delay of payment, the same 
return that the labourer in commodity No. II. 
receives without any delay; that therefore delay 
in the receipt of payment is a circumstance 
which has no part to play in the Marxian 
hypothesis, and more especially has no influence 
on competition, on the crowding or understock­
ing of the trade in the different branches of 
prod uction, having regard to the longer or 
shorter periods of waiting to which they are 
subjected. 

I leave the reader to judge whether this is 
probable. In other respects Marx acknow­
ledg~ that the special accompanying circum­
stances peculiar to the work of a particular 
branch of production, the special intensity, 



strain, or unpleasantness of a work, force a com­
pensation for themselves in the rise of wages 
through the action of competition. Should not 
a year's postponement of the remuneration of 
labour be a circumstance demanding compensa­
tion? And further, granting that all producers 
would as soon wait three years for the reward 
of their labour, as not at all, could they really 
all wait? Marx certainly assumes that "the 
labourers should possess their respective means 
of production"; but he does not and cannot 
venture to assume that each labourer possesses 
the amount of means of production which are 
necessary to carryon that branch of industry 
which for technical reasons requires the com­
mand of the greatest quantity of means of 
production. The different branches of pro­
duction arc therefore certainly not equally 
accessible to all producers. Those branches 
of -production which demand the least advance 
of means of production are the most generally 
accessible, and the branches which demand 
larger capital are possible only for an increas­
ingly smaller minority. Has this nothing to 
do with the circumstance that, in the latter 
branches, a certain restriction in supply takes 
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place, which eventuaily forces the price of their 
products above the proportionate level of those 
branches in the carrying on of which the odious 
accompaniment of waiting does not enter and 
which are therefore accessible to a much wider 
cir::!e of competitors? 

Marx himself seems to have been aware that 
his case contains a certain improbability. He 
notes first of all, as I have done, though in 
another form, that the fixing of prices solely 
in proportion to the amount of labour in the 
commodities leads in another direction to a 

disproportion. He asserts this in the form 
(which is also correct) that the "surplus 
value" which the labourers in both branches of 
production obtain over and above their neces­
sary mai "tenance, calculated on the means of 
production advanced, shows unequal rates of 
profit. The question naturally obtrudes itself.­
Why should not this inequality" be made to 
disappear by competition just as in "capital­
istic" society? Marx feels the necessity of 
giving an answer to this, and here only does 
something of the nature of an attempt to give 
proofs instead of mere assertions come in. Now 
what is his answer ? 
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The essential point (he says) is that both 
labourers should receive the same surplus value 
for the same working time; or, to be more exact, 
that for the same working time" they should re­
ceive the same ·va!ues after deducting the value of 
the advanced constant element," and on this as­
sumption the difference in the rates of profit 
would be a " matter of indifference, just as it 
is a matter of indifference to the wages-earner 
by what rate of profit the quantity of surplus 
value squeezed out of him is represented." 

Is this a happy simile? If I do not get a 
thing, then it may certainly be a matter ot 
indifference to me whether that thing, which I 
do not get, estimated on the capital of another 
person, represents a higher or lower percentage. 
But when I get a thing as a settled right, as the 
worker, on the non-capitalistic hypothesis, is 
supposed to get the surplus value as profit, then 
it ·certainly is not a matter of indifference to 
me by what scale that profit is to be measured 
or distributed. It may, perhaps, be an open 
question whether this profit should be measured 
and distributed according to the expenditure ot 
labour or to the amount of the advanced means 
of production, but the question itself car. cer-
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tainly not be a merely indifferent matter to the 
persons interested in it. And, when, therefore, 
the somewhat improbable fact is affirmed that 
unequal rates of profit can exist permanently 
side by side without being equalised by compe­
tition, the reason for this certainly cannot be 
found in the assumption that the height of the 
rate of profit is a matter of no importance 
whatever to the persons interested in it. 

But are the labourers on the Marxian hypo­
thesis treated alike even as labourers? They 
obtain for the same working time the same 
value and surplus value as wages, but they get 
it at different times. One obtains it imme­
iiately after the completion of the work; the 
lther may have to wait years for the remunera­
tion of his labour. Is this really equal treat­
ment ? Or does not the condition under 
;vhich the remuneration is obtained constitute 
111 inequality which cannot be a matter of 
ndifference to the lallourers, but which, on the' 
:ontrary, as experience truly shows, they feel 
rery keenly? To what worker to-<iay would 
t be a matter of. indifference whether he 
-eceived his weekly wages on Saturday' evening, 

or a year, or three years hence? And ,such 
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marked inequalities would not be smoothed 
away by competition. That is an improh­
ability for the explanation of which Marx still 
remains in our debt. 

His hypothesis, however, is not only inhe­
rently improbable, but it is also contrary to all 
the facts ,)f experience. It is true that as 
regards the assumed case, in its full typical 
purity, we have, after all, no direct experience; 
for a condition of things in which paid labour 
is absent and every producer is the independent 
possessor of his own means of production can now 
no longer anywhere be seen in its full purity. 
Still, however, conditions and relationships are 
found in the "modern world," which corre­
spond at least approximately to those assumed 
111 the Marxian hypothesis. They are found, 
as Marx himself especially indicates (iii. 156), 
in the case of the peasant proprietor, who 
himself cultivates his own land, and in the 
case of the artisan. According to the Marxian 
hypothesis, it ought to be a matter of observa­
tion that the incomes of these persons did not 
in the least depend on the amounts of capital 
they employed in production. They should 
each .receive the same amount of wages and 
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surplus value, whether the capital representing 
their means of production was IO shillings Or 
10,000 shillings. I think, however, that my 
readers will all allow that though indeed in the 
cases just mentioned there is no such exact 
book-keeping as to make it possible to deter­
mine proportions with mathematical exactitude, 
yet the prevailing impression does not confirm 
Marx's hypothesis, but tends, on the contrary, 
to the view that in general and as a whole an' 
ampler income is yielded by those branches of 
industry in which work is carried on with a 
considerable capital, than by those which have 
at their disposal only the hands of the 
producers. 

And finally this result of the appeal to fact, 
which is unfavourable to the Marxian hypo­
thesis, receives not a little indirect confirmation 
from the fact that in the second case which he 
instances (a case much easier to test), in which, 
according to the Marxian theory, the law of 
value ought to be seen to be com pletel y domi­
nant, no trace of the process alleged by Marx is 
to be found . 

. Marx tells us, as we know, that even ina 
full y developed economy the eq ualisatiQII of 



!he_~es!!Q~~qf the Contradiction 97 

the originally different rates of profit can be 
brought about only through the action of 
competition. "If the commodities are sold 
"cccording to their values," he writes in the 
most explicit of the passages concerning this 
matter,' "very different rates of profit, as has 
',een explained, occur in the different spheres of 
f,roduction, according to the different organic 
, ompositions of the amounts of capital invested 
':t them. But capital withdraws itself from a 
Dhere having a lower rate of profi~, and 
lrows itself into another which yields a" higher 

',ofit. By this constant shiftir,g from one 
",here to another-in short, by :ts distribution 
""!long the different spheres according as the 
,,"te of profit rises in one and sinks in another 
- -it brings about such a propcrtion between 
"pply and demand that the average profit in 

"'le different spheres of produ:tion becomes 
'h! same," 

We should therefore logically eypect, wherever 
" .is competition of capital was ~bsent, or was 
l' any rate not yet in full activity, that the 
,.r;ginal mode of forming prices and profits 

, HI. 175 srq. Compare also the shorter statements, 
. 13 6, ISIJ 159, and frequently. 

7 
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full, or nearly its full, purity. 
there must be traces of the 
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met with in iL 
In other word~ 

actual fact tha' 
before the equalisation of the rates of profit th" 
branches of production with the relatively 
greater amounts of constant capital have WOI' 

and do win the smallest rates of profit, whil. 
those branches with the smaller amounts or" 
constant capital win the largest rates of profit. 
As a matter of fact, however, there are R(' 

traces of this to be found anywhere, either i,· 
the historical past or in the present. Thi, 
has been recently so convincingly demonstrate:: 
by a learned professor who is in other respeC!· 
extremely favourable to Marx, that leanne.­
do better than simply quote the words f: 

Werner Sombart :-
" Development never has and never do 

take place in the way alleged. If it did 
would certainly be seen in operation in tJ, 
case of at least every new branch of businC! 
If this idea Wt:re true, in considering historical 
the ad Vance of capitalism, one would have 
think of it a, first occupying those spheres 
which living labour preponderated and whe 
therefore, the composition of capital was un< 
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(he average (little constant and much variable), 
md then as passing slowly into other spheres, 
., ccording to the degree in which prices had 
:lIlen in those /irst spheres in consequence of 
"ver production, In a sphere having a pre­
~onderance of [material) means of production 
,'ver living labour, capitalism would naturally 

'1 the beginning have realised so small a 
,-rofit, being limited to the surplus value 
,-reated by the indi\·idual, that it would have 
had no inducement to enter into that sphere. 
ilut capitalistic production at the beginning 
,f its historical development occurs even to 

.. )me extent in branches of production of the 
J,_tter kind, mining, &c, Capital would have 
:, ld no reason to go out of the sphere of circu­
I,tion in which it was prospering, into the 
',,)here of production, without " prospect of 
, 'customary profit' which, be it observed, 
.' <istcd in commercial profit previous to any 
c:lpitalistic production, But we can also show 
,ne error of the assumption from the other 
.,;de, If extremely high profits '.vere obtained 
';1 the beginning of capitalistic production, in 
~e spheres having a preponderance of living 

Llbour, it would imply that all at once capital 

• 
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had made use of the class of producers concerned 
(who had up to that time been independent), as 
wage&-earners, i.e., at half the amount of gain 
they had hitherto procured, and had put the 
difference in the prices of the commodities, 
corresponding directly to the values, in its own 
pocket; and further it supposes, what is an 
altogether visionary idea, that capitalistic pro­
duction began with unclassed individuals in 
branches of production, some of which were 
quite new creations, and therefore was able to 
fix prices according to its own standard. 

"But if :he assumption of an empirical 
connection between rates of profit and ratel' 
of surplus value is false historically, i.e., fals<. 
as regards the beginning of capitalism, it i, 
even more so as regards conditions in whicl 
the capitalistic system of production is full: 
developed. Whether the composition of 
capital by m~ans of which a trade is carried 0 

to-ciay is ever so high or ever so low, the prict 
of its products and the calculation (and realis~ 
tion) of the profits are based solely on tl­
outlay of capital . 

.. If in aU times, earlier as well as late 
capitals .did. as a matter of fact. oass con tin ual. 
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. from one sphere of production to another, the 
principal cause of this would certainly lie in the 
inequality of profits. But this inequality most 
surely proceeds not from the organic composi­
tion of the capital, but from some cause con­
nected with competition. Those branches of 
production which to-day flourish more than 
any others are just those with capitals of very 
high composition, such as mi"ing, chemical 
manufactories, breweries, steam mills, &c. Are 
these the spheres from which capital has with­
drawn and migrated until production has been 
proportionately limited and prices have risen I" 1 

These statements will provide matter for 
many infefcllc,,' agalll.l lh~ Marxian th~ory. 

F or the present I draw only one which bears 
immediately on the argument, which is the 
subject of our inquiry :-the law of value, 
which, it is conceded, must give up its alleged 

1 Zur Kritlk de; ok. S}Jfff1JJ f/Oll Karl Marx, Arcf,jv Iii,. 
J.J(jille GCIetzgebul1g, vol. "ii. pp. 584--t. 1 am bound, 
h0wcvcr, to make it cit.-ar that in the passage quoted 
Sam bart intended to combat Marx, on I) on the assump­
tion that Man's doctriw.!s did actually have the mea.ning 
attributed to them in the text. He h;rnself ascribes to 
them, in his" attempt at rescue," alreac.y referred to by 
me~ another, and, a::. I ::hink, a somewhat exotic meaning, 
which 1 shail discuss ia detail later on. 
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control over prices of production in an economy 
where competition is in fuli force, has never 
exercised and could never exercise a real sway 
even in primitive conditions. 

\Ve have now seen, wrecked in succession, 
three contentions which aHirmed the existence of 
certain r~served areas under the immediate con­
trol of the law of value. The application of the 
law of value to the sum total of all commodi­
ties and pric~s of commodities instead of to 
their several exchange relations (first argument) 
has been proved to be pure nonsense. The 
movement of prices (second argument) does 
not really obey the alleged law of value, and 
just as httle (toes it exercise a real lIlf!uencc 111 

"primitive conditions" (third argument). 
There is onb one possibility left. Does the 
law of valUt, which has no real immediate 
power anywh!re, have perhaps an indirect con­
trol, a sort of suzerainty? Marx does not 
omit to asser-; this also. It is the subject of 
the fourth ar[;ument, to which we now proceed. 

FOURTH ARGUMENT. 

This argument has been often hinted at by 
Marx, but so far as I can see he has explained it 
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;vith any approach to fulness in one place only. 
[he essence of it is this-that the "prices of 
prodllction," which govern the actual forma­
:ion of prices, are for their part in their turn 
under the influence of the law of value, which 
therefore, through the pri~es of production, 

soverns the actual exchani!le relations. The 
vllues are "behind the prices of production 
and ""de?:.rmine them ~n the last resort" 
(iii. 188). t'ne prices of production are, as 

Marx often expresses it, only" changed 
values" or "changed forms of value" (iii. 

1+2, 147, 152 and often). The nature and 
degree of the influence which the law of ,'alue 
exercises on the prices of production are more 
clearly explained, however, in ~ f'''<s:Ige on 
pages I 58 and J 59. "The average raft of 
prqfit which determines the price of production 

must, however, always be approximately equal 
to the amount of surplus value which falls to 
a given capital as an aliquot part of the total 
social cap:ta!. ... Now, as the total value of 
the commodities governs the total surplus value, 
and this again determines the amount of the 

average profit and consequently the general 

rate of profit-. -as a general law or a law 
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govermng Ructuation-the law of value regu­
lates the prices of production." 

Let us examine this line of argument point 
by point. 

Marx says at the outset that the average rate 
of profit determines the prices of production. 
In Marx's sense tthis is correct but not com­
plete. Let us make the connection quite clear. 

The price of p~0duction of a comJr.oditY ts 
first of all composed of the "eo:.1: price" to the 
employer of the means of production and of the 
average profit on the capital employed. The 
cost price of the means of production consistt 
again of two component parts: the outlay of 
variable capital, i.e., the money immediately 
paid in wages, and the outlay for consumed 
or used up constant capital-raw material, 
machines, and such-like. As Marx rightly 
explains, on pages r]8 seq., 14.4, and 186, in 
a society in which the values have already been 
changed into prices of production, the purchase 
or cost price of these means of yroducti,o:1 
does not correspond with their value bGt 
with the total amount which has been ex­
pended by the producers of these means of 
production in wlIl.'!:es and materialaooliancc:" 
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plus the average profit on this expenditure. 
If we continue thi~ analysis we come at last­

as does Adam Smith in his natur.:d price, with 
which, indeed, Marx expressly identifies his price 
of production (iii. j 78),-to resolve the price of 
production into two components or determi­
nants: (I) the sum total of the wages paid 
during the different stages of production, 
which taken altogether rerresent the actual 
co,t price of the commodities; I and (2) the 
sum total of the profits on all these wage out­
lays calculated prQ rata temporis, and according 
to the average rate of profit. 

U ndoubtedl y, therefore, one determinant of 
the price of production of a commodity is the 
average profit incidental to its producti"n. Or 
the other determinant, the total of wages paid, 
Marx speaks no further in thi, passage. In 
another place, however, to which we have 
alluded, he says in a very general way that 
"th" values stand behind the prices of pro­
duction," and" that the law of value determines 
these latter in the last resort." In order to 
avoid a hiatus, therefore, we must subject t}.is 

1 "The co~t price of a commodity refers only to the 
amount of paid labour contained in it" (Marx iii. I H'J 
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second factor also to our scrutiny and judge 
accordingly whether it can rightly be said to 
be determined by the law of value, and, if so, 
in what degree. 

It is evident that the total expenditure in 
wages is a product of the quantity of labour 
employed multiplied by the average ratt of the 
wages. N ow as, according to the [Marxian] 
law of value, the exchange relations must be 
determined solely by the quantity of labour 
employed, and l'vIarx repeatedly and most em­
phatically denies that the rate of wages has any 
influence on the value of the commodities,' it 
is also evident that, of the two components of 
the factor expenditure in wages, only the 
amount of labour employed is in harmony with 
the law of value, whilst in the second com­
ponent, rate of wages, a determinant alien to 
the law of value enters among the determinants 
of the prices of production. 

The nature and degree of the operation of this 
determinant may be illustrated, in order to avoid 
all misunderstanding, by one other example. 

t For instance iii. 187, where Man affirms "that in no 
circumstance'3 can the rise or fall of wages ever affect the 
va1uc of the commodities." 



Let us take three commodities--A, B, and C 
-\" hich, to hegin with, h:lve the same produl2tion 

prict; of 1 CO shillings, but which are of different 

types of composition as regards the elements of 
thei,· cost. Let us further suppose that the 
wag,eg for a day amount at first to five 

shillings, and the rate of surplus value, or the 
<legl·ee of exploitation, to 100%, so that from 
the -- total value of the commodities of 300 

shiIiings, 150 falls to wages and another 150 

to '~urplus value; and that the total capital 

(imested in different proportions in the three 
commodities) amounts to 1,500 shillings. The 

average rate of profit would therefore be 10%. 
rhe following table illustrates this assump­

tioJ1 :--

-·.~~--i--~~~~;---I Capltal -i~ .... eragep{'-"·"II Production 
L' , too.t): TlIllt'. '\'ag~s. Employed. !Iitan;rujllg. price. 

----- ,--- , - 1 ______ 1 ___ ---,--

A I 10 So~. I ~oos. : So.· ! 100S. 
B 6 ,as. 700s. I 70', ' 100$. 

C __ I q 70' ~ 3
0"'--I_=--1 <000. 

~o __ 15°5. __ I_I~~OOS. I ISOS. i 3008. Tut/" 

l' US assume a nse In the wages from 
five --.{O SIX shillings. According to M lrx this 
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can (,"Iy take place at the expense of the surplus 
value, (,ther conditions remaining the same.' 
Therefore of the total product of 300 shillings, 
which remains unaltered, there will fall (owing 
to a diminution in the degree of exploitafLon) 
180 to wages and only 120 to surplus v?.lue, 
and consequently the average rate of profit on 
the capital employed falls to 8%. The foil -w_ 
ing table shows the changes which take place in 
consequence, in the compositions of the elem~nts 
of capital and in the prices of production :--

Comln~t)" " £.l:pendcd. ~ Capital j,'"erage pro-II Produ~tion 
Time. Wages. employed. fit accruing. ,pri<.e. 

I-----.------I------I------i---: 
A 
B 
C 

! I: ~:: ~~:: 1~: l;t: 
I '4 84" I 100•• '4&. .~ ~ 

_-_-T_-O_"~I--_-_.jL·-_-_-l~O~~~~·~.~8_00~·~-..!I __ ··_500 
__ ··.....!..I __ ,_· .. _· ....!.._lot-

It appears from this that a rise In wages, 
when the amount of labour remains the sar.1e, 
brings with it a material alteration in the 
originally equal prices of production ., re-
lations of exchange. The alteratio.-" ;' bc 

'. partly, but obviously not altogether. J :0 
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the contemporaneous necessary change produced 
in the average rate of profit by the alteration in 
the wages. I say" obviously not altogether," 
because the price of production of commodity 
C, for example, has really risen in spite of the 
fall in the amount of profit contained in it, 
therefore this change of price cannot be 
brought about by the change of profit only. 
I raise this really obvious point merely in 
order to show that in the rate of wages we 
have, indisputably, a price-cieterminant which 
does not exhaust its force in its influence on 
the rate of profit, but also exerts a special 
and direct influence; and that therefore we 
have reason to submit this particular price­
determinant-which is passed over by Marx in 
the passage cited above-to a separate con­
sideration. The summary of Ihe results of 
this consideration I reserve for a later stage, 
and in the mean time we will examine step by 
step Marx's assertion concerning the way in 
which the second determinant of the price of 
production, the average profit, is regulated by 
the law of value. 

The connection is anything but a direct one. 
It is effected by the following links in his line 
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of reasoning, some of which are indicated unly 
elliptically by Marx, but which undoubtedly 
enter into his argument :-The law of value 

determines the aggregate value of the whole 
of the commcdities produced in the society; 1 

the aggregate value of the commodities deter­
mines the aggregate surplus value contained in 
them; the Ilitter distributed over the total 
social capital determines the average rate of 
profit: this rlte applied to the capital em­
ployed in the: production of a single com­
modity gives the concrete average profit, which 
finally enters as an element into the price of 
production of the commodity in question. In 
this way the first link in this sequence, the law 

of value, regulates the last link, the price of 
production. 

Now for (our running commentary on this 
series of argllments. 

I. We are struck by the fact which must be 
kept in mind, that Marx after all, does not 
affirm that there is a connection between the 
average profit entering into the price of pro­
duction of the commodities and the values 

t This link is not expressly inserted by Marx in the 
passage quoted. Its insertion is nevertheless self·cvident. 
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incnrporated in single commodities hy reason 
of the law of value On the contrary, he says 
emphatically in numerous places that the amount 
of surplus value which enters into the price of 
production of a commodity is inde.Clendent of 
and indeed fundamentally different from "the 
surplus value actually created in the sphere in 
which the - separate commodity is produced" 

(iii. J 46; similarly iii. 144, and often). He 
therefore does not after all connect; the inHuence 
ascribed to the law of value with the charac­
teristic function of the law of value, in virtue 
of which this law determines the exchange rela­
tions of the separate ,-ommodities, but only with 
another assumed function (concerning the highly 
problematical nature of which we have already 
passed an opinion), viz., the determination 
of the aggregate value of all cOI1'modifies taken 

logether. In this application, as We have con­
vinced ourselves, the law of value has no 
meaning whatever. If the idea and the law of 
value are to be brought to bear-and Marx 
certainlv means that they should-on the ex­
change relations of goods,' then there is no 

1 Aj I han already mentioned, I sha11 take special notice 
by and by of the different ,-ic\Y of W. Sombart. 
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sense III applying the idea and law to an 
aggregate which as such cannot be subject to 
those relat, ons. As no exchange of this aggre­
gate takes place, there is naturally neither a 
measure n,)r a determinant for its exchange. 
and therefore it cannot give material for a 
"law of value." If. however, the law of value 
has no real influence at all on a chimerical 

"aggregate value of all commodities taken 
together," there can be no further appJicatior: 
of its in/luen( e to other relations, and the whok 
logical series which Marx endeavoured to work 
out with sud. seeming cogency hangs therefore 

in the air. 
z. But let US turn away altogether from thi; 

first fundamental defect, and let us indepen­
dently of it test the strength of the other 
arguments, in the series. Let us assume. 
therefore, that the aggregate value of the 
commodities is a real (Iuantity, .and acrua]i), 
determined by the law of value. The seco",l 
argument affirms that this aggregate value 0\ 

commodities determines the aggregate sUTlu, 
value. Is this true? 

The surpluo value, unquestionably, repres<:nt, 

no fixed or unalterable quota of the tu'" 
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national product, but is the difference between 
the" aggregate value" of the national product 
and the amount of the wages paid to the 
workers. That aggregate value, therefore, 
does not in any case rule the amount of 
the total surplus value by itself alone. It 
can at the most supply only one determinant of 
its amount, by the side of which stands a 
second, alien determinant, the rate of wages. 
But, it may be asked, does n")t this also, 
perhaps, obey the Marxian law of value? 

In the first volume Marx had still uncon­
ditionally affirmed this. "The value of labour," 

he writes on page 155, "is determined, like 
that of every other commodity, by the working 
time necessary to the production, and therefore 
also reproduction, of this specific article.'· And 
on the next page he proceeds to define this 
proposition more fully: "For his maintenance 
the living individual needs a certain amount 
of mean,; of subsistence. The working time 

necess"ry to the production of the labour power 
resol ves itself, therefore, into the working time 
necessary to the production of these means of 
subsistence, or the value of the labour power 
is the value of the means of subsistence neces-

8 
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sary to the maintenance of its possessor." I-n 
the third volume Marx, however, is forced 
considerably to modify this statement Thus, 
on page 186 of that volume, he rightly draws 
attention to the fact that it is possible that the 
necessary means of subsistence of the labourer 
also can be ,old at prices of production which 
deviate from that of the necessary working 
time. In such a case, Marx says, the variable 
part of the ~:apital (i.e., the wages paid) may 
also deviate from its value. In other words, 
the wages (apart (rom purely temporary oscil­
lations) may 'Jermanentl y deviate from the rate 
which should correspond to the quantity of 
work incorporated in the necessary means of 
subsistence, or to the strict requirements of 
the law of value. Therefore at least on" 

determinant alien to the law of value is already 
a factor in determining the tQtal surplus value, 

3, The factor, aggregate surplus value, thus 
determined, "regulates," according to Marx, 
the average rate of profit, but obviously onlv 
in so far as the aggregate surplus value furnish.; 
one determinant, whilst another-the amount of 

capital eXIsting in a given society-acts as " 
second detel'minant, entirely independent of 
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the first and of the law of value. If, as in the 

"bove table, th.e total surplus value is ISO 

shillings, the surplus value being I 00~6, then, 
if and because the total capital expended in all 
its branches of production amounts to 1,500 

shillings, the rate of profit amounts to 10%. 

If the total surplus value remained exactly the 
,"me, but the total capital participating in it 

amounted to 3,000 shillings, the rate of profit 

would obviously amount only to 5%; and it 
would be fully 20% if the total capital amounted 

only to 750 shillings. It is obvious, therefore, 
lhat again a determinant enters into the chain 

of influence which is entirely ali"" to the law 
of vallIe. 

4· \Ve must, therefore, further conclude that 

the average rate of profit regulat" the amount 
<)f the concrete average profit hich accrues 

from the production of a special commodity. 
But this, again, is only true with the same 
restrictions as in the former arguments of the 

sene;. That is to say, the ,otal amount of the 

<lverage profit which accrues from the pro­
duct:n" of a separate commodity is the product 

of two factors: the quantity of invested capital 

multiphcd by the av~rage rate of profit. The 
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quantity of the capital to he invested in the 
Jitter"nt stages is aga'n determined by two 
factors, namely, by the quantitv of th~ work to 
be remunerated (a (."tor which is of course not 
olit of harmoIl), with Marx's law of value;. 
and also by the rate of wages to be paid; anJ 
with this latter factor. as we have just cOllvinced 
ourselves, a factor alien to the law of value 
com"s into play. 

S. J 11 the next argument of the series we go 
back again to the begitllling' the average profit 
(defined in the fourth argument) must regulate 
the price of production of the commodity. 
This is true with the correction that the average 
profit is only one factor determining prices sid, 
by side with the expended wages in which, "' 
We have rep' \tedly stated, there is an element. 
which is for ,ign to Marx's law of value, an" 
which co-operates in determining prices. 

Let us sum up. What is the proposition 
which Marl: undertook to prove? It rar 
thus: "The law of value regulates the prices 
of production," or as otherwi~ stated. "Tht­
values determine in the last resort the prices ,,{ 

production," or if we formulate the meanin?; 
which Marx himself attached to value and hw 
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of value in the /irst volume the statement is: 

Prices of production are governed " in the last 
resort" by the principle that the quantity of 
labour is the only condition which determines 

the exchange relations of commodities. 
And what do we /ind On examining the 

separate links of the argument? We find that 
the price of production is, first of all, made up 

of two components. One, the expended wages, 
is the product of two factors, of which the /irst 

-the quantity of work-is in harmony with 
the substance of the Marxian "value," and 

the other-the rate of wages-is not. Marx 
himself could only affirm of the c.ccond com­

ponent-the total amount of accruing average 
profit-that it was connected with the law of 
value by means of a violent perversion of this 

law, alleging its operation in a domain in 
which no exchange relations exist at all. But 

apart from this, the factor "aggregate value 
of commodities" which Marx wishes to deduce 

from the law of value must, in any case, co-­
operate in determining the next link, the 

aggregate surplus Yalue, along with a factor, 
"rate of wages," which is no longer homo-­

geneous with the law of value. Th ~ "aggregate 
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surplus value" would have to co-operate with 
a completely foreign element, the mass of 
social capital, in determining the average rate 
of profit; and, finally, the latter would have 
to co-operate with a partially foreign element. 
expended 'Nages, in determining the accruing 
total profit. 

The factor "aggregate value of all com­
modities," booked with doubtful correctness to 
the credit d the Marxian hw of value, con­
sequently c<:>-operates after a triple homreopathic 
dilution of its influence (and naturally, thert'­
fore, with a share of influence diminished ill 

proportion to this dilution) in determining the 
average profit, and also the prices of productiOJe, 
The following would, therefore, be a sober 
statement of the facts of the case, Th, 
quantity of labour which, according to th,: 
Marxian law of value, must entirely and ex­
clusively govern the exchange relations of 

commodities proves itself as a matter of fact 
to be only one determinant of the prices o' 

production side by side with other determinanb, 
It has a strong, a tolerably direct influence on 
the one component of prices of producti"" 
which consi~ts of expended wages; a mue;; 
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more remote, weak, and, for the most part, t 
even problematical influence upon the second 
componellt, the average profit. 

Now, I ask, do we find in this condition of 
things a confirmation or a contradiction of the 
claim that, in the last resort, the law of value 
determines the prices of production? I do not 
think that there Can be a moment's doubt as 
to the answer. The law of value maintains 
that quantity of labour alone determines the 
exchange relations; facts show that it is 110/ 

only the quantity of labour, or the factors in 
harmony with it, which determine the exchange 
relations. These two propositions bear the 
same relation to each other as YeS to No-as 
affirmaTion to contradiction. \Vhoever accepts 
the second proposition-and Marx's theory of .. 
the prices of production involves this accept-
ance-~contradicts de facto the first. And if 

l fn so far, namely, as it is supposed to be brought about 
by the factor" aggregate ,-alue," which, in my opinion1 has 
nothing to do with the cmb,lJicd amount of labour. As, 
howe .. -cr, the factor" cxp<.:rdcd wages" (in determining 
which the amount (,f work. to be remunerated certainly 
co-opcrates as an c1cm<.:nt) also appears in the following 
links,.the amount of u'ork alwaY5 fillds a place among the 
~ndirect determinants of average p:Jfit. 
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Marx really could have thought that he did 
not contradict himself and his first proposition, 
he allowed himself to he deluded by some 
strange mistake. He could not have seen 
that it is very diffcrtJlt for one factor involved 
in a law to have some sort and degree of 
influence and for the law itself to be in full 
force. 

The most trivial example will perhaps serve 
best in so obvious a matter. Suppose a dis­
cussion on tLe effect of cannon-balls on iron­
clad vessels, and some one says that the degree 
of destructive power in the balls is due sokh 
to the amount of powder with which the cann,,!; 

is charged. 'Vhen this statement is questioned 
and tested by actual experience it is seen that 
the effect of the shot is not due only to th· 

amount of g .mpowder in the charge, but also 
to the strength of the powder ; and, further, to 
the construct:on, length, &c., of the barrel u[ 

the gun, the form and hardness of the balls, tn" 
distance of the object, and last, but not least, 
to the thickness and firmness of the plates 00 

the vessel. 
And now after all this has been conceded. 

could it still x said that nevertheless the first 
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statement was true, bec~use it h,.d been proved 

that the allegod factor, the amount of gun­
powder) does exert an importar.t influence on 
the discharge, and that this was proved by the 
fact that, other circumstances b,;ing equal, the 

effect of the shot wuuld be greater or less in 

proportion to the amount of gunpowder used in 
the charge. 

This is what Marx does. Ht declares most 

emphatically that nothing can be at the root 

of exchange relations but quantity of labour 
alone; he argues strenuously "'tth the econo­
mists who acknowledge other ceterminants of 

value and price besides the quantity of labour 
-the influence of which on the exchange value 

of goods freely reproduced no one denies. 

From the exclusive position of 'luantity of 
labour as the solo determinant of exchange 
relations he deduces in two volume, the most 

weighty and practical conclusions-his theory of 
surplus value and his denun.:iativn of the 

capitalistic organisation of society-in order, in 

the third volume, to denlop a rheory of prices 

of production which substantially recognises the 
inlluence of other det~rminants as well. But 

instead of thoroughly analysing these other 
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determinants, he always lays his finger trium­
phantly on th., points where his idol, quantity 
of labour, either actually, or in his opinion, 
exerts an influence; on such points as the 
change in pr:ces when tht amount of labour 
changes, the idluence of "aggregate value" on 
average rate of profit, &c. He is silent about 
the co-ordinate influence of foreign determi­
nants as well as ahout the influence of the 
amollnt of social cap; I on the rate of profit, 
and about the alteration of prices through a 
change in the organic composition of the 
capital, or in the rate of wages. Passages in 
which he recognises these influences arc not 
wanting in his book. The influence of the rate 

of wages on pl'ices is, for instance, aptly treat',,! 

of in page 1 ~ 9 seq., then in page 186; th, 
influence of the amount of social capital OJ: 

the height of the average rate of profit in 

pages 145, 184, 191 seq., 197 seq., 20J. 

and often; th" influence of the organ;c com­

position of capital on the prices of produc­
tion in pages 142 seq. It is characteri,t;c that 
in the passage~ devoted to the justification ot 
his law of v,uue Marx passes silently ow' 

these othet· influences, and only mentions in 
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a Olle-sided way the part played by quantity 
of labour, in order to deduce from the first and 

undisputd premiss, t hat quantity of labour 

co-orcrates at metny I";,f't'>.. ael<rmine the 
prices of production, the utterly uljustifiable 
conclusion that, in tht! "last resort,' the law 

of value, which proclai ms the sole dominion of 
labour, determines the prices of production. 

This is to evade the dmission of the contra­

diction; it is not to escape from the contradic­
tion itself, 
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diction as thoroughly, I might almost say as 
sympatfletically, as we would study the con­
nectioll of a system with which We were in 

agreement. 
Owing to many peculiar circumstances the 

question of self-contradiction has, in the case of 
Marx, gained a more than ordinary importance, 
and consequently I have devoted a considerable 
space to it. But in dealing with a t:hinker so 
important and influential as Marx it is incum­
bent up<m us to apply ourselves to the second 
and, in this case as I think, the actually more 
fruitful and instructive part of the criticism. 

We will begin with a question which wilJ 
cacry us straight to the main point: In what 
way did Marx arrive at the fundamental pro­
position of his teaching-the proposition that 
all vake depends solely upon incorporated 
quantities of labour ! 

That this proposition is not a ,If-evident 
axiom. needing no proof. is bey: ld doubt. 
\' alue and efFort. as I have stated ac' length in 
another place, are not ideas so intimately con­
nected that one is forced immediately to adopt 
the view that dfort is the basis of value. 

" That I have toiled over a thing is one fact, 
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that the ching is worth the toil is another and 
a different fact, and that the two facts do not 
always go hand in hand i, far too firmly 
established by experience to admit of any doubt. 
It is proved by all the labour which is daily 
wasted On valueless results, owing either to want 
of technical skill, or to bad speculation, or to 
simple misfortune; and not less by each of the 
numerous cases in which a very little toil has a 
result of very great value." I 

VVhen therefore it is affirmed that a necessary 
and natural correspondence hetween value and 
effort exists in any quarter, it behoves us to 
give ourselves and our readers some grounds in 
support of such a statement. 

Now Marx himself advances proofs of it in 
his system; but I think I shall be able to con­
vince my readers that from the outset his line 
of argument is unnatural and not suited to the 
character f the problem; and further that the 
evidence '. lich Marx advances in his sys~crr. ;, 
clearly not the Same as that by means of which 
he himself arrives at his convictions, bu~ " .. '.' 
thought alIt subsequently as all artificial Stlp,"" 

t Gnchir.'-·te lind Kritik der Kapill1JzillJfhe'Jrilil:, p~'. +:~ 

srq. Engl. Transi., p. 37i. 
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for an opinion which was previously derived 
from other sources; and finally-and this is 
the most decisive point-that the reasoning i~ 

full of the most obvious faults of logic and 
method which deprive it of all cogency. 

Let us examine this more closely. 
The fundamental proposition which Marx 

puts bef(\re his readers is that the exchange 
value of commodities - for his analysis is 
directed only to this, not to value in :lse-finds 
its origin and its m,asure in the quantity of 
labour incorporated in the commodities. 

Now it is certain that the exchange values, 
that is to say the prices of the commodities as 
well as the quantities of labour which are neces­
sary for their reproduction, are real, external 
quantities, >yhich on the whole it is quite pos­
sible to ddermine empirically. Obviously, 
therefore, Marx ought to have turnt:d to ex­
perience for the proof of a proposItion the 
correctness or incorrectness of which must be 
manifested in the facts of experience; or in 
other words, he should have given a purely 
empirical proof in support of a p.-oposition 
adapted to a purdy empirical proof. This, 
however, Marx does not do. And one cannot 



Karl Marx 

even say that he heedlessly passes by this pos­
sible and certainly proper source of knowledge 
and conviction. The reasoning of the third 
volume proves that he was quite aware of the 
nature of the empirical facts, and that they 
were opposed to his proposition. He knew 
that the prices of commodities were not in pro­
portion to the amount of incorporated 'labour 
but to the total cost of production, which com,· 

prise othir elements besides. He did not 
therefore accidentally overlook this the mos' 
natural proof of his proposition, but turne.i 
away from it with the fuJI consciousness that 
upon this road no issue favourable to his theory 
could be obtained. 

But there is yet another and perfectly natural 
way of resting and proving such proposition, 
viz., the psychological. We can by a combina· 
tion of induction and deduction, much used in 
our science, investigate the motives whie!; 

direct people in carrying on the business ,,; 
exchange and in determining exchange priCe' 
on the one hand, and on the other hand which 
guide them in their co-operation in production; 
and from the nature of these motives a typical 
mode of action may be inferred through which. 
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among other things, it is conceivable that a 
cnnnection should result between the regularly 
demanded and accepted prices and the quantity 
of work necessary for the production of the 
commodities. This method has often been 
followed with the hest results in exactly similar 
questions--for instance, the usual justification 
of the law.of supply and demand and of the law 
,.,f costs of production, and the explanation of 
ground ,rents, rests upon it. And Marx him­
self, in a general way at least, has often made 
USe of it; but just in dealing with !lis funda­
mental proposition he avoids it. Although, 
ohviously, the affirmed external connection 
between exchange relations and quantities of 
w",.k could only be fully understood by the 
C;iscovery of the psychological links which 
cot' ~e,·t the two, he foregoes all explanation of 
thcs~ interr:al connections. He even once says, 
:"cici.clltally, that" the deeper analysis" of the 
. wo social forces, "demand and supply "_ 
which lI'ouU have led to this internal connection 
-" is not apposite here" (iii. 169), where the 
., here" refers only to a digression on the 
,::A~ence of supply and demand on the forma­
';0;1 of prices. In reality, however, nowhere 
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in the whole Marxian system is a really" deep" 
and thorough analysis attempted; and most of 
all is the absence of this analysis noticeable 
where he is preparing the ground for his most 
important leading idea. 

But here again we notice something strange 
Marx does not, as might have been expected, 
pass over this second possible and natural methc:' 
of investigation with an easy carelessness. H" 
studiously avoids it, and with a full conscious­
ness of what the results of following it would 
be, and 'that they would not be favourable i ' 

his thes!s. In the third volume, for instar.c", 
he actually brings forward, under their rough] '. 
collective name of" competition," those motive' 
operative in production and exchange, the: 
"deeper analysis" of which he foregoes here "",i 
e1sewnere, and demonstrates that these motiy..,' 
do not in reality lead to an adjustment oj the 

prices to the quantities of labour incorporate: 

in the .:ommodities, but that, on the contr" \ 
they force them away from this level to a b", 
which implies at least one other co-ordinali "cC 
factor. Indeed it is competition which, accordi!'f' 
to Marx, leads to the formation of the cciebrac'c(; 

average rate of profit and to the" transfer" ,,' 
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pure labour values into prices of production, 
which differ from them and contain a portion 
of average profit. 

Now Marx, instead of proving his thesis from 
experience or from its operant motives-that is, 
empirically or psychologically-prefers another, 
and for such a subject somewhat singular line 
of evidence-the method of a purely logical 
proof, a dialectic deduction from the very 
nature of exchange. 

Marx had found in old Aristotle the idea 
that "exchange cannot exist without equality, 
and equality cannot exist without commensu­
rability" (i. 35). Starting with this idea he 
expands it. He conceives the excha~ge of two 
wmmodities under the form of an equation, 
and from this infers that" a commOn factor of 
the same amount" must exist in the. things 
exchanged and thereby equated, and then pro­
ceeds to search for this common factor to which 
the two equated things must as exchange values 
be" reducible" (i. [r). 

I should like to remark, in pallSing, that 
the first assumption, according to. which an 
., equality" must be manifested in th.e exchange 
of two things, appears to me to be very old-
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fashioned, which would not, however, matter 
much were it not also very unrealistic. In plain 
Englisb, it seems to me to be a wrong idea. 
Where equality and exact equilibrium obtain, no 
change is likely to occur to disturb the balance. 
When, tberefore, in the case of exchange the 
matter terminates with a change of ownership 
of the commodities, it points ratber to the 
existence of some inequality or preponderance 
wbich produces the alteration. When com· 
posite bodies are brought into close contac­
with each other new chemical combinations are 
produced by some of the constituent element·; 
of one body uniting with those of another body. 
not because tbey possess an exactly equal degrt°" 
of chemical affinity, but because they have a 

stronger affinity with each other than with the 
other ,,"lements of the bodies to which the' 
originally belonged. So here. And as a matLI 
of fact modern political economists agree tho, 
the old schola.~tico-theologica1 theory of "equiv1' 
lence" in the commodities to be exchange:' 
is untenable. I will not, however, d wcil 
any longer on this point, but will procce,' 
to the critical investigation of the logical ar.,~ 

sflltemati.cpra<:eSSCS of distillation by means ,.: 
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which Marx obtains the sought-for "common 
factor ~, in labour. 

It is these processes which appear to me to 
constitute, as I have before said, the most vul­
nerable point ill the Marxian theory. They 
exhibit as many cardinal errors as there are 
points in the arguments--of which there are 
not a few-and they bear eviden t traces of 
having been a subtle and artificial afterthought 
contrived to make a preconceived opinion 
seem the natural outcome of a prolonged 
lIlvestigation. 

Marx searches for the "common factor" 
which is the characteristic of exchange value in 
the following way. He passes in review the 
various properties possessed by the objects made 
equal itl exchange, and according to the method 
of exclusion separates all those T cannot 
stan,! the test, until at last only. lroperty 
remains, that of being the prod, . labour. 
This, therefore, must be the S(l'" , .·common 
property. 

This line of procedure i, 
but not in itself objectioll 
"s strange that instead 0 

posed characteristic pr 

I 

. singular, 
'nkes one 
, the sup­
. positive 
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test-as would have been done if either of the 
other methods studiously avoided by Marx 
had been employed-Marx tries to convince Us 
that he has found the sought-for property, by 
a purely negative proof, viz., by showing that 
it is not any of the other properties. This 
method can always lead to the desired end if 
attention and thoroughness are used-that is 
to say, if extreme care is taken that everything 
that ought to be included is actually passed 
through the logical sieve and that no mistake 
has been made in leaving anything out. 

But how does Marx proceed? 
From the beginning he only puts into the 

sieve those exchangeable things which contain 
the prope'ty which he desires finally to sift 
out as "the common factor," and he leaves 
all tl:.. ; outside. He acts as one who 
urgentl~ -ing to bring a white bailout 
of an.' 'akes care to secure this result 
by puttl\ ' .. hite balls only. That is tn 

say he , 'm the outset the field of 
his seare, 
value to, 

forms a ~ 
than the , 

substance of the exchange 
ties," and in doing so he 
;ith a meaning narrower 

f "goods" (though he 
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does not clearly define it), and limits it to 
products of labour as against gifts of nature. 
Now it stands to reason that if exchange really 
means an equalisation, which assumes the exist­
ence of a " common factor of the same 
amount," this common factor must be sought 
and found in every species of goods which is 
Lrought into exchange, not only in products of 
labour but also in gifts of nature, such as the 
soil, wood in trees, water power, coal-beds, 
stone quarries, petroleum springs, mineral 
waters, gold mines, &c.' To exclude the 
exchangeable goods which are not products of 
labour in the search for the common factor 
which lies at the root of exchange value is, 
under the circumstances, a great error of 
method. It is just as though a natural 
philosopher, desiring to discover a 'property 
common to all bodies-weight, for instance­
were to sift the properties of a single group of 

I Karl Knies makes the following pertinent objection 
agaimt Marx: H There j~ no reason apparent in Marx's. 
~'_lrCmCnt why the equation, 1 quarter wheat =.1' c:wts. wild 
grown wood = b acres of virgin soil = c acres of natural 
pasturc~laIld, 5-hould not be as good as the equation, 
I q'J:1rt~T wheat = a cwts. of forest-grown wood" (DIU 
Celd, 1st edition, p. HI, 2nd edition, p. 157). 
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bodies-transparent bodies, for instance-and 
alter passing in review all the properties com­
mon to transparent bodies were to declare that 
transparency must be the cause of weight, for 
the sale reason that he could demonstrate that 
it could not be caused by an y of 'the other 
properties. 

The exclusion of the gifts of nature (which 
would never have entered the head of Aristotle, 
the father of the idea of equality in exchange) 
is the less to be justified because many natural 
gifts, such as the soil, are among the mo," 
important objects of property and commerce, 
and also because it is impossible to affirm that 
in nature's gifts exchange values are always estab­
lished arbitrarily and by accident. On the on': 
hand, there are such things as accidental price·­
among products of labour; and on the othe: 
hami tne prices in the case of nature's gifts arl 
frequently shown to be distinctly related to ante 
cedent conditions or determining motives. Fo:­
instance, that the sale price of land is a multi pi, 
of its rent calculated on an interest usual in thc­
country of sale is as well known a fact as that 

the wood in a tree, or the coal in a pit, bring 
a higher or lower price ac.;:ording to difference; 
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of quality or of distance from market, and not 
by mere accident. 

Marx also takes care to avoid mentioning or 
expiaining the fact that he excludes from his 
investigation a part of exchangeable goods. In 
this case, as in many others, he manages to glide 
with dialectic skill over the difficult points of 
his argument. He omits to call his readers' 
attention to the fact that his idea of "com­
modities" is narrower than that of exchange­
able goods as a whole. He very cleverly pre­
pares us for the acceptance of the subsequent 
limitation of the investigation to commodities 
by placing at the beginning of his book the 
apparently harmless general phrase that "the 
wealth of the society in which a capitalistic 
syskm of production is domjnant appears as an 
immense coflection of commodities." This pro­
F0sition is quite wrong if we take' the -term 
"commodity" to mean products of labour, which 
is the sense Marx subsequently gives to it. 
For the gifts of nature, incl usive of the soil,' 
constitute a by no means insignificant, but on 
the contrary a very important element of 
national wealth. The ingenuous reader easily 
ol'erlooks this inaccuracy, however, for of 
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course he does not know that later Marx will 
give a much more restricted meaning to the 
term "commodity." 

Nor is this made clear in what immediately 
follows. On the contrary, in the first para­
graphs of the first chapter we read in turns of 
a " thing," a " value in use," a "good," and a 
"commodity," without any clear distinction 
being made between the last and the three 
former. "The usefulness of a thing," it says 
on page [0, "makes it a value in use": "the 
commodity . . . is a value in use or good." 

On page [[ we read, " Exchange value appears 
... as the quantitative proportion . . . in 
which values in use of one kind exchange with 
.'a/ues in use of another kind." And here let 
it be noticed that. it is just the value in use ~ 
good which is still directly indicated as the 
main· ;actor of the exchange phenomenon. And 
with the phrase "Let us look into the matter 
more closely," which sure! y cannot be meant D 

prepare us for a leap into another and a nar­
rower field of research, Marx continues, "a 
single commodity, a quarter of wheat, for 
instance, exchanges in the most varying pro­
portions with other articles." And" Let us 
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further take two commodities," &c. 

1.39 

In the 
same paragraph the term "things" occurs 
again, and indeed with the application which 
is most important for the problem, viz., "that 
a common factor of equal amount exists in two 
different things" (which are made equal to 
each other in exchange). 

On the next page (p. 12), however, Marx 
directs his search for the "common factor" 
only to the "exchange value of commodities," 
without hinting, even in the faintest whisper, 
that he has thereby limited the field of research 
to a part only of the things possessing exc~.c'\ge 
v;1l11e. 1 And immediately, on the neJ(: page 
(p. 13), the limitation is again abandolll.d and 
the results just obtained in the narr' wer area 
are applied to the wider sphere of va' 'les in use, 
or goods. "A vaille in use, or a goo,I~(lS there­
fore only a value because abstract ',urna!; ITho,ur 
is stored up or materialised in it." 

If Marx had not confined his research, at the 

l 1n a quotation from Barbon, in this same paragraph, the 
difference between commodities and things is again effaced: 
II One sort of flJar(J arc as good as another, if the value 
be equal. There is no ditference Or distinction i~t...i,iJIg.L 
of equal value." 
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decisive point, to products of labour, ·but had 
sought for the common factor in the exchange­
able gifts of nature as well, it would have 
become obvious that work cannot be th~ com­
mon factor. If he had carried out this limita­
tion quite clearly and openly this gross fallacy 
of method would inevitably have struck both him­
self and his readers; and they would have been 
forced to laugh at the naive juggle by means of 
which the property of being a product of labu", 
has been successfully distilled out as the comm.,,, 
property of a group from which all exchan;;e .. 
able things which naturally belong to it, an'.! 
which are not the products of labour, ha,'c 
been first of all eliminated. The trick could 
only have been performed, as Marx performed 
it, by gliding unnoticed over the knotty point 
with a li~ht and quick dialectic. But whil~ I 
expr'e$'my sincere admiration of the skill with 
which Marx managed to present so faulty , 
mode of procedure in SO specious a form, I ca,' 
of course only maintain that the proceeding 
itself is altogether erroneous. 

But we will proceed. By means of the 

....!"ti/ice just described Marx has merely suc­
. ceeded inc'O!lvincing us that labour can in fact 



enter into· the competition. And it was only 
by the artificial narrowing of the sphere that it 
could even have become ?ne "common" property 
of this narrow sphere. But by its side other 
properties could claim to be as common. How 
now is the exclusion of these other competitors 
effected? It is effected by two arguments, each 
of a few words only, but which contain one of 
the most serious of logical fallacies. 

In the first of these Marx excludes all " geo­
metrical, physical, chemical, or other natural 
properties of the commodities," for "their 
physical properties only come into considera­
tion in so far as they make the commodities 
useful-make them values in use, therefore. 
On the other hand, the exchange relation of 
commodities evidClltly involves' our disregarding 
their 'va! un in use H; because "W;t.~in. .this 
relation (the exchange relation) one value· in 

use is worth exactly as much as every other, 

provided only it is presmt in proper proporlions " 
(i. 12). 

In making clear what this argument involves 
I may be permitted to quote from my Hislory 

and Criticism of Theories of Capital and Internt 

(p. 435; Eng. trans., p. 381): 
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" What would Marx have said to the follow­
ing argument? In an opera company there 
are three celebrated singers, a tenor, a bass" 
and a baritone, each with a salary of £2,000. 

Some one asks, 'What is the common circum­
stance on account of which their salaries are 
made equal?' And I answer, 'In the question 
of salary one good voice counts for just as 
much as any other, a good tenor for- as much 
as a good bass or a good baritone. provided 
only it is to be had in proper proportinn . 

. Consequently in the question of salary th~ 

good voice is evidently disregarded, and the 
good voice cannot be the common cause of the 
high salary.' That this argument is false, is 
clear. But it is just as clear that Marx"" 
syllogism, from wnich this is copied, is not all 

atom Il'~,e correct. Both commit the same 
Ii'- .-

fallacy. They confuse abstraction from the 
genus, and abstraction from the specific form, 
in which the genus manifests itself. In ou! 
illustration the circumstance which is of '" 
account as. regards the question of salary ,<' 
evidently only the special form in w hich th~ 

good voice appears. whether as tenor, bass, ",. 
baritone, and by no means the good voice " .. 
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such. And just so is it with the exchange 
relation of commodities. The special forms 
under which the values In use of the com­
modities may appear, whether they serve for 
food, shelter, clothing, &c., is of course dis­
regarded, but the value in use of the commodity 
as such is never disregarded. Marx might 
have seen that we do not absolutely disregard 
value in use, from the fact that there can be 
no exchange value where there is no valu/; in 
use-a fact which Marx is himself repeatedly 
forced to admit." I 

r For example, p. 15, at end: "Lasdy, nothing can be 
a value with.out also being an object of use. If it is' use­
le5s, the labour contained in it is also useless; it does not 
(Qunt as labour (lir I), and therefore creates no value/' 
K:l1:::s has already drawn attention. to the logical fallacy 
animadverted upon in the text. (See Dill GtU, Berlin, 
,871, pp. "3 "f,; ,nd edition, pp. 16o">"~.) Adler 

, '-(Grtmd/agm Itr Karl MarxJChell Krilil, Tiibingen, 1887, 
fP' 211 If'l') has strangely misunderstood my argument 
whell he contends against me that good vokes are not· 
commodities in the Marxian seme. It did not concern 
me at all whether .. good voices ,. could be classed is 

(!col'omic goods under the Marxian law of value or DOt. 

It only concerned me to prescnt an argument of a logical 
~:'ll(Jgism which showed the same fallacy~1lS that of Marx. 
I fdight for this purpose just as well ·have chosen an 
(\luo},le wh{ch was in no way related to the domain of 
ecr,norn:cs, j might, fOT example. just as well have~sh0Wlf 
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The second step in the argument is still 
worse: "If the use value of commodities be 
disregarded "-these are Marx's word&--" there 
remains in them only one other property, tl,at af 

being products of labour." Is it so? I ask 
to-day as I asked twelve years ago: Is there 
only one other property? Is not the property 
of being scarce in proportion to demand also 
common to all exchangeable goods? Or that 
they are the subjects of demand .and supply I 

Or that they are appropriated? Or that they 
are natural products? For that they are 
products of nature, just as they are products 
of labour, no one asserts more plainly thaI: 
Marx himself, when he declares in One place 
that "commodities are combinations of two 
elements, natural material and labour." Or is 
not .t,he property that they cause expense to 
their producers--a property to which Marx 

that «cording to Marx', logic the common factor 0: 

flllriqtJJIj (()/ollreti bodies might consist ;in heaven know~ 
what, but not in the blending of various COJOUT~. Fc,r 
any OIU combination of colours-for example, whire, bhl:,', 
yellow, b1ack, violet-is as regards variety worth jl_nt a~ 

much as any other combination, say green, red, orallf.:.:'. 
sky-blge, &c., if only it is present .. in proper :'rc.pl-'~­

tion"; we therefore apparently abstract from the (":cku! 
and combination of colours ! 



Error in the lvfarxian System 

draws attention in the third volume--common 
to exchangeable goods? 

Why then, I ask again to-<lay, may not the 
principle of value reside in anyone of these 
common properties as well as in the property 
of being products of labour? For in support 
of this latter proposition Marx has not adduced 
a shred of positive evidence. His sole argu­
ment is the negative one, that the value in use, 
from which we have happily abstracted, is not 
the principle of exchange value. But does not 
t~is negative argument apply equally to all 
the other common properties overlooked by 
Marx? And this is not all. On page 12, 

in which Marx has abstracted from the inHuence 
of the value in use on exchange value by 
arguing that anyone value ia use is worth as 
much as any other if only it is f\resent in 
proper proportion, he writes as follows aliout 
products of labour: "But even as the product 
of labour they have already changed in our 
hand. F' or if we abstract from a commodity 
its value ;n use, we at the same time take from 
it the material constituents and forms which 
give it a value in use. It is no longer a table, 
or a house, or yarn, or any other WIefu1 thing. 
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All its physical qualities have disappeared. Nor 
is it mzy longer the pnduct of the labour of the 
carpmter, or the mason, or the spinner, or of any 

other partici/lar productive industry. With the 
useful character of the labour products there 
disappears the useful character of the labour 
embodied in them, and there vanish also the 
different concrete forms of those labours. They 

are no longer distinguished from each other, bu: 
are all reduced to identical human labour-­

abstract human labour." 

Is it possible to state more clearly or more 
.emphatically that for an exchange relation no' 
only anyone value in use, but also anyone 
kind of labour or product of labour is wortL 
exactly as much as any other, if. only it ;; 
present in proper proportion? Or, in othtc 
words, tlpt exactly the same evidence on whic:­
Marx formulated his verdict of exclusion agairo;i. 
the value ill use holds good with regard t. 

labour. Labour and value in use have a quali­
tative side and a quantitative side. As th. 
value in use is different qualitatively- as tabk 
house, or yarn, so is labour as carperotr,. 
masonry, or spinning. And just as one c"" 
compare different kinds of labour according " 
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their quantity, so one can compare values in 
use of different kinds according to the amount 

of the value in use. It is quite impossible to 
understand why the very same evidence should 
result in the one competitor being excluded 
and in the other getting the crown and the 
prize. If Marx had chanced to reverse the 
order of the examination, the same reasoning 
which led to the exclusion of the value in 
use would have excluded labour; and then 
the reasoning which resulted in the crowning 
)f labour might have led him to declare 
the value in use to be the only property left, 
and therefore to be the sought-for Common 
property, and value to be "the cellular tissue 
cf value in use." 1 think it can be main­

tained seriously, not in jest,' that, if the sub­
jects ut the two paragraphs on page 12 were 
transposed (in the first of which the influence 
uf "alue in use is thought away, and in the 
cecond labour is shown to be the sought-for 

(c·mmon flOtor), the seeming justness of the 
relsoning would not be affected, that labour 
and Froducts of labour could be substituted 
e':ervwhere for value ill use in the otherwise un­

"hered structure of the first paragraph, and that 
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in the structure of the second paragraph value 
in use could b~ substituted throughout for labour. 

Of such a nature are the reasoning and the 
method employed by Marx in introdllcing into 
his system his fundamental proposition that 
labour is the sale basis of value. In my 
opinion it is quite impossible that this dialectical 
hocus-pocus constituted the ground and source 
of Marx's own convictIOns. It would have 
been impossible for a thinker such as he was 
(and I look upon him as an intellectual force 
of the very highest order), to have followed 
such tortuous and unnatural methods had he 
been engaged, with a free and open mind, in 
really investigating the actual connections 01 

things, and in forming his own conclusioE' 
with regard to them; it would have beer 
impossible for him to fall successively by Ele!" 

accident into all the errors of thought nl;J 

method which I have described, and to arriv­
at the conclusion that labour is the sale sou,c 
of value as the natural outgrowth, not t'i, 

desired and predetermined result, of such .: 
mode of inquiry. 

I think the case was really different. Tho' 
Marx was truly and honestly convinced of th .. 
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truth of his thesis I do not doubt. But the 
grounds of his conviction are not those which 

he gives in his system. They were in I'eality 
opi" '.ons rather thall thought-0ut conclusions. 

Above all they were opinions derived from 
authority. Smith and Ricardo, the great authori­
ties, as was then at least believed, had taught 
the same doctrine. They had not proved it 
any more than Marx. They had only postu­
bted it from certain general confused impres­
SIons. But they explicitly contradicted it when 

they cxamin"d things more closely and in 
'r",r!erS where a closer examination could not 
be avoided. Smith, in the same way as Marx 

in his third volume, taught that in a developed 
economic system vaiues and prices gravitate 
towards ~ level of costs which hesides labour 
cODrrises an average profit of capital. And 
R;c~rd(), too, in the celebrated fourth section 
"f the chapter" On Value," clearly and defi­
nitely stated that by the side of labour, mediate 
or immediate, the amount of capital invested 
and the duration of the investment exercise a 
dektmining influence on the value of the goods. 
In order to maintain without obvious contra­
die'ion their cherished philosophical principle 
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that labour is the" true" source of value, they 
were obliged to beat a retreat to mythical times 
and places in which capitalists and landed 
proprietors did not exist. There they could 
maintain it without contradiction, for there was 
nothing to restrain them. Experience, which 
does not support the theory, was not there to 

refute them. Nor were they restrained by a 
scientific, psychological analysis, for like Mary. 
they avoided su!=h .an analysis. They did ne: 
seek to prove-they postulated, as a " natural" 
state, an idyllic state of things where labon 
and value were one.' 

It was to tendencies and views of this kind 
which had acquired from Smith and Ricard0 
a great but not undisputed authority, th,;; 

• 
Marx becapte heir, and as ~ ardent sociab' 
he willingly believed in them. It is not s~r' 

prising that he did not take a more scep6 w 
attitude with regard to a view which was s. 

, The p<»ition which is taken by Smith and Ri",,_,· 
towards the doctrine that value is wholly labour I b';, 
discussed exh-austively in the GesciJic6u und KririJ:, r;:. 
+:&8 s'f.., and have there also shown especialir that :, 
trace of. proof of this thesis is to be found i~\ _.i,~ 

$O-colled classical writen. Compare also Knie;, j)" 

KnJit, aad section, pp. 60 "i. 
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well adapted to support his economic theory of 
the world than did Ricardo, to whom it must 
have gone sorely against the grain. It is not 
surprising, too, that he did not allow those 
views of the classical writers which were against 
him to excite any critical doubts in his own 
mind on the doctrine that value is wholly labour, 
but considered that they were only attempts on 
their part to escape in an indirect way from 
the unpleasant consequences of an inconvenient 
truth. In short, it is not surprising that the 
same material on which the classical writers had 
grounded their half-confused, half-contradictory, 
and wholly unproved opinions should have 
served Marx as foundation for the same as­
sumption, believed in unconditionally and with 
Cam est conviction. For himself he needed no 
further evidence. Only for his" system he 
needd a formal proof. 

It is clear that he could not rely simply on 
the classical writers for this, as they had not 
proved an ything; and we also know that he 
could not appeal to experience, or attempt an 
economiso-psychologkal proof, for these methods 
would have straightway led him to a con­
clusion exactly opposite to the one he wished 
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to establish. So he turned to dialectical specu­
lation, which was, moreover, in keeping with 
the bent of his mind. And here it was a 
case of help what can. He knew the result 
that he wished to obtain, and must obtain, an,l 
so he twisted and manipulated the patient ideas 
and logical premises with admirable skill and 
subtlety until they actually yielded the desired 
result in a seemingly respectable' syllogistic 
form. Perhaps he was so blinded by hi, 
convictions that he was not aware of the 
monstrosities of logic and method which had 
necessaril y crept in, or perhaps he was awa;'" 
of them and thought himself justified in making 
use of them simply as formal supports, to gin 
a suitable systematic dress to a truth whidl, 
according to his d~epest convictions, was alrcadv 
substantiall? proved. Of that I cannot judge. 
neither is it now possible for anyone else {,_ 
do so. What I will say, however, is that n­

one, with so powerful a mind as Marl<, ha, 
ever exhibited a logic so continuous] y and 50 

palpably wrong as he exhibits in the systematic 
,proof of his fundamental doctrine. 
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SECTION 2 

This wrong thesis he now weaves into his 
system with admirable tactical skill. Of this 
we have a brilliant ex' '.np!e in the next step he 
takes. Although he has carefully steered clear 
of the testimony of experience and has evolved 
his doctrine entirely "out of the depths of 
his mind," yet the wish to apply the test of 
experience cannot be altogether suppressed. If 
Marx himself would not do it, his readers would 
certainly do it on their own account. What 
does he do? He divides and distinguishes. At 
one point the disagreement between his doctrine 
and experience is flagrant. Taking the bull 
by the horns he himself seizes upon this point. 
He had stated as a consequence of his funda--, 
mental principle that the value of different 
commodities is in proportion to the working 
time necessary to their production (i. 1.4.). 
Now it is obvious even to the casual observer 
that this proposition cannot maintain itself in 
the face of certain facts. The day's product 
of a sculptor, of a cabinet-maker, of a violin­
maker, of an engineer, &c., certainly does not 
contain an equal value, but a much higher 
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value than the day's product of a commOIl 
workman or factory hand, although in both 
the same amount of working time is "em­
bodied." Marx himself, with a masterly 
dialectic, now brings these facts up for dis­
cussion. In considering them he seeks to 
suggest that they do not contain a contradiction 
of his fundamental principle, but are only a 
slightly different reading of it which still come; 
within the limits of the rule, and that all that 
is needed is some explanation or more exact 
definition of the latter. That is to say he 
declares that labour in the sense of his pro­
position means the" expenditure of simple [un­
skilled] working power, an average of which 
is possessed in his physical organism by every 
ordinary man, without special cultivation"; 

• 
or in other words "simple average labour" 
(i. 19, and also previously in i. I J). 

"Skilled labour," he continues, "counts onlv 
as concentrated or rather multiplied unskillu 

labour, so that a small quantity of skilled labou:' 
is e"ual to a,larger quantity of unskilled labour. 
<['hal this reduction is constantly made experiena 

shows. A commodity maybe the product of 
the most highly skilled labour, but its valu, 
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makes it equal to the product of unskilled labour, 
and represents therefore only a definite quantity of 

uns/ci!led labour. The dilFerent proportions in 
which dilFerent kinds of labour are reducep. to 
unskilled labour as their unit of measure are 
fixed by a social process beyond the control of 
the producers, and therefore seem given to them 

• by tradition." 
This explanation may really sound quite 

plausi ble to the hasty reader, but if we look 
at it coolly and soberly we get quite a dilFerent 
. . 
ImpressIOn. 

The fact with which we have to deal is that 
the product of a day's or an hour's skilled labour 
is more valuable than the product of a day's 
or an hour's unskilled labour; that, for instance, 
the dar's product of a sculptor is s,qual to the 
five days' product of a stone-breaker. Now 
Marx tells us that things made equal to each 
other in exchange must contain "a common 
factor of the same amount," and this common 
fa:tor must be labour and working time. Does 
he mean labour in general? Marx's first 
statements up to page 13 would lead us to 
'''ppose so; but it is evident that something 
is wrong, for the labour of five days is obviously; 

j 
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not "the same amount" as the labour of one 
day. Therefore Marx, in the case before llS, 

is no longer speaking of labour as such but 
of unskilled labour. The common factor m nsf 

therefore be the possession of an equal amann' 
of labour of a particular kind, viz., unskilled 
labour. 

If we look at this dispassionately, however, 
it fits still worse, for in sculpture there i. no 
"unskilled labour" at all embodied, much 1t"'5 
therefore unskilled labour equal to the amOl:", 
in the five days' labour of the stone-breaker. 
The. plain truth is that the two prod UCt3 

embody diffirm/ kinds of labour in diffirer.r 

amounts, and every unprejudiced person wi:! 

admit that this means a state of things exacth· 
contrary to .the co'nditions which Marx dema,,,L 
and must affirm, viz., that they embody lab",,· 
of the same kind and of the same amo:mt ! 

Marx certainly says that skilled labo::' 
" counts" as multiplied unskilled labour, h.' 
to "count as" is not" to be," and the thtl"·. 

deals with. the being of things. Men n". 
naturally consider one day of a sculpta' 
work as equal in .some respects to five days " 
a stone-breaker's work, just as they may ab' 
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cons;Zler a deer as equal to five hares. But a 
statistician might with equal justification main­
tain, with sci~ntific conviction, that there were 
one thOllsand hares in a cover which contained 
one hundred deer and five hundred hares, as a 
st1tistician of prices or a theorist about value 
might seriously maintain that in the day's 
product of a sculptor five days of unskilled 
labour are embodied, and that this is the true 
reason why it is considered in exchange to be 
equal to five days' labour of a stone-breaker. 
I will presently attempt to illustrate, by an 
example bearing directly on the problem of 
value, the multitude of things we might prove 
,(we resorted to the verb "to count" whenever 

the verb" to be," &c., landed us in difficulties. 
But I must first add one other criticism. 

Marx makes an attempt in ·'the passages 

'~ll()ted to justify his manreuvre of reducing 
skilled labour to common labour, and to justify 
it by experience . 

• < That this reduction is constantly made 
experience shows. A commodity may be the 
prodt;ct of the most highly skilled labour, but 
its \Jlue makes it equal to the product of 
unskilled labour, and represents therefore only 
a definite quantity of unskilled labour." 
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Good! We will let that pass for the moment 
and will only inquire a little more closely in 
what manner and by what means we are tG 

determine the standard of this reduction, which. 
according to Marx, experience shows is con­
stantly made. Here we stumble against the 
very natural, but for the Marxian theory the 
very compromising circumstance that the 
standard of reduction is determined solely ty 
the actual exchange relations themselves. Bur 
in what proportions skilled is to be translated 
into terms of simple labour in the valuation of 
their products is not determined, nor. can it be 
determined a priori by any property inherc~· t 
in the skilled labour itself, but it is the actual 
result alone which decides the actual exchanK' 
relations. MaTX' himself says "their value 
makes them equal to the product of unskilbl 
labour," and he refers to a "social pmc"" 
beyond the control of the producers which fiXe,· 
the proportions in which different kinds of 
labour are reduced to unskilled labour as tbe:­
unit of measure," and says that these pro .. 
portions therefore .. stem to be given by Ira .. 

JiIiOPl." . 
Under these circumstances what is the mtan· 
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ing of the appeal to "value" and "the social 
process" as the determining factors of the 
standard of reduction? Apart from everything 
dse it simply means that Marx is arguing in a 
complete circle. The real subject of inquiry is 
the exchange relations of commodities: why, 
for instance, a statuette which has cost a sculptor 
one day's labour should exchange for a cart of 
stones which has cost a stone breaker five days' 
labour, and not for a larger or smaller quantity 
of stones, in the breaking of which ten or three 
days' labour have been expended. How does 
Marx explain this? He says the exchange 
relation is this, and no other - because one 
day of sculptor's work is reducible exacdy to 
five days of unskilled work. And why is it 
reducible to exactly five .days? Because 
experience shows that it is so r1!duced. by a 
social process. And what is this social process ? 
The same process that has to be explained, that 
very process by means of which the product 
of Olle day of sculptor's labour has been matle 
equal to the value of the product of five days 
of common labour. But if as a matter of fact 
it w<re exchanged regularly against the product 
of only three days of simple labour, Marx 
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would equally bid us accept the rate of reduction 
of I: 3 as the one derived from experience, and 

would found upon it and explain by it tht 
assertion that a statuette must he equal ;11 

exchange to the product of exactly three dave 
of a stone-breaker's work-· not more and not 

less. In short, it is clear that we shall ne ... e 

learn in this way the actual reasons why pro­

ducts of different kinds of work should ~ .. 
exchanged in this or that proporti on. T h·. y 

exchange in this way, Marx tells us, tho,,~ h 
in slightly different words, because, accord' "f 
to experience, they do exchange in t b 
way! 

I remark further in passing that the sUccc,"c,rs 
(.pigoni) of Marx, having perhaps recog"isd 
the circle I have Just described, have made : ';C 

attempt to ··place the reduction of compJic.lkd 
to simple work on another, a real, basis, 

.. It is no fiction but a fact," says Grab,;".' 
"that an hour of skilled labour contains seve.l 

hours of unskilled labour." For" in Nner ~,l 

.tic consistent, we must also take into acco",,; 

the labOur which was used in acq uiring . n·: 
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skill." I do not think it will need many words 
to show clearly the complete inadequacy also 
of this explanation. I have nothing to say 
against the view that to iabour in actual 
operation should be added the quota due to 
the acquirement of the power to labour. But 
it is clear that the difference in value of skilled 
labour as opposed to unskilled labour could 
only then be explained by reference to this 
additional quota if the amount of the latter 
corresponded to the amount of that difference. 
For instance, in the case we have given, there 
could only be actually five hours of unskilled 
labour in one hour of skilled labour, if four 
hours of preparatory labour went to every hour 
of skilled labour; or, reckoned in greater units. 
if out of fifty years of life -which a sculptor 
devotes to the learning and praCtising of his 
profession, he spends forty years in educational 
work in order to do skilled work for ten years. 
But no one will maintain that such a proportion 
Or anything approaching to it is actuaIiy found 
to exist. I turn therefore again from the 
obviously inadequate hypothesis of the 
Successor (epigonas) to the teaching of the 
master himself in order to illustrate the nature 

11 
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and range of its errors by one other example, 
which I think will bring out most clearly the 
fault in Marx's mode of reasoning. 

With the very same reasoning one could 
affirm and argue the proposition that the 
quantity of material contained in commoditie' 
constitutes the principle and measure of ex­
change value-that commodities exchange ill 
proportion to the 9uanlity of material inC01"p,~ 

rated in them. Ten 100. of material in one kinel 
of commodity exchange against 10 100. of mate­
rial in another kind of commodity. If :'," 
natural objection were raised that this staten,,·'; 
was obviously false because Iolbs. of golJ ri,·, 
not exchange against 10100. of iron but agl:·'· 

40,000 100., or against a still greater number d· 
pounds of coal, we may reply after the m:wm,' 

of Marx, tha{ it is the amount of common a:" ,t,' 
material that affects the formation of value, ,ea' 
acts as unit of measurement. Skilfully wrOl:g,J 

costly material of special quality counts on I\'" 
compound or rather multiplied common n,'.',I;­

rial, so that a small quantity of material fashior.J 
with skill is equal to a larger quantity of curl­

mon material. That this reduction is co,,'i.,,:.) 

'fI!IIde experience shows. A commodity ml) he 
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of the most exquisite material; its value makes 
it equal to commodities formed of common 
material, and therefore represents only a par­
ti"dar !Juantily of common material. A" social 
process," the existence of which cannot be 
doubted, is persistently reducing the pound of 
raw gold to 40,000 lbs. of raw iron, and the 
pound of raw silver to 1,500 Ibs. of raw iron. 
The working up of the gold by an ordinary 
goldsmith or by the hand of a great artist gives 
rise to further variations in the character of the 
material to which use, in conformity with ex­
perience, does justice by means of special 
standards of reduction. If 1 lb. of bar gold, 
therefore, exchanges against 40,000 lbs. of bar 
iron, or if a gold cup of the same weight, 
wrought by Benvenuto Cellini; exchanges against 

~ 

4,;:)00,000 lbs. of iron, it is not a violation but 
a confirmation of the proposition that comm~ 
aities exchange in proportion to the" average .. 
mater:al they contain! 

I think the impartial reader will easily 
rec')gn ise once more in these two arguments 
the two ingredients of the Marxian receipt­
the substitution of "to count" for "to be" , 
and the explanation in a CIrcle which consists 
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in obtaining the standard of reduction from the 
actually existing social exchange relations which 
themselves need explanation. In this way Marx 
has settled his account with the facts that most 
glaringly contradict his theory with great dia­
lectical skill, certainly, but, ~ far as the matter 
itself is concerned, naturally and inevitably in 
quite inadequate manner. 

But there are, besides, contradictions wi l ~ 

actual experience rather less striking than t h,' 
foregoing; those, namely, which spring from t ~, 

part that the investmenl of capital has in detc' 

mining the actual prices of commodities, :i" 

same which Ricardo-as we have already notie,: 
-treats'of in Section IV. of the chapter" 0" 
Value." Towards them Marx adopts a ch",,:: 
of tactics. For .. time he completely shut, l,. 
~ . ' 'eye. to them. He ignores them, by a prou. : 
~f abstractiOn, through the first and sw,: 

yi)lumes, and pretends that they do not ex', 

~ is to say, he proceeds throughout the wt", 0 

.:ailc:d exposition of his doctrine of value, ,,',,~ 

,liIto~1C throughout the development of '" 
surplus value, on the "assumpti,.>c, " 
',tllcidy maintained, in part ck:t,li 
"'that commodities really excha"c.' 
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according to their values, which means exactly in 
proportion to the labour embodied in them. I 

This hypothetical abstraction he combine$ 
with an uncommonly clever dialectical move. 
He gives certain actual deviations from the 
law, from which a theorist may really vC1'"" 
ture to abstract, namely, the accidental and 
temporary fluctuations of the market prices 
round their normal fixed level. And on the 
occasions when Marx explains his intention to, 
disregard the deviations of the prices from the 
vaiues he does not fail to direct the reader;'s 
attention to those "accidental circumstances" 
which have to be ignored as "the constant 
oscillations of the market prices," whose "rise 
and fall compensate each other," and whiclt 

"reduce themselves to an average price as thcir . ' 

inner law." 2 By this reference he gains the 
reader's approval of his abstraction, but the fait 
that he does not abstract merely from accidental 
fluctuations but also from regu\ar, permanent. 
typical "deviations," whose existence constituteS 
an integral part of the rule to be elucidatE.ii 

For example, l.p Jt~., 150, lSI, 158, and often; ~ 
ir. ,~:: beginning of the third vol., iii. 15, 118, 1321 

For example, i. 150, note 37. 
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not made manifest to the reader who is not 
closely observant, and he glides unsuspectingly 
over the author's fatal error of method, 

For it is a fatal error of method to ignore 
in scientific investigation the very point that 
demands explanation, Now Marx's theory of 
surplus value aims at nothing else than the 
explanation, as he conceives it, of the profit, 
of capitaL But the profits of capital l;e 
exactly in those regular deviations of the 
prices of commodities from the amount of 
their mere costs in labour, If, therefore, W<' 

ignore those deviations, we ignore just th" 
principal part of what has to be explainerl, 
Rodbertus 1 was guilty of the same error or 
method, and twelve years ago I taxed him, ,., 
well as Marx, with it; and I venture now 10 

repeat the concluding words of the criticism r 
then made:-

"They (the adherents of the exploitati",' 
theory) maintain the law that the value of a:1 
commodities rests on the working time er,­

bodied in them in order that the next marnen: 

, As to Rodbertus, see the exhaustive account in rn~ 

Gtuhichtt lind Krilil, pp. 405 Jltj., more: especially ;he r:r:-:~ 

on p, +07 ; translation, pp. 35+ uf., 356 note. 
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they may attack as "opposed to law," "un­
natural" and" unjust," all forms of value t"at 
do not harmonise with this" law " (such as the 
difference in value that falls as surplus to the 
capitalist), and demand their abolition. Thus, 
they first ignore the exceptions in order to 
proclaim their law of value as universal. And 
after thus assuming its universality they again 
draw attention to the exceptions in order to 
brand them as offences against the law. This 
kind of argument is very much as if we were 
to assume that there were many foolish people 
in the world, and to ignore that there were also 
many w;se ones, and then, coming to the 
"universally valid law" that "all men are 
foolish," should demand the extirpation of the 
wise on the ground that. their existence is 
obviously "contrary to law." f 

By his manreuVre of abstraction Marx cer­
tainly gained a great tactical advantage for his 
own version of the case. He," by hypothesis," 
shut out from his system the disturbing real 
world, ar>d did not therefore, so long as he 
could maintain this exclusion, come into con­
flict with it; and he does maintain it through 
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the greater part of the first volume, through 
the whole of the second volume, and through 
the first quarter of the third volume. In this 
middle part of the Marxian system the logical 
development and connection present a really 
imposing closeness and intrinsic consistency. 
Marx is free to use good logic here because, 
by means of hypothesis, he has in ad vance made 
the facts to square with his ideas, and can 
therefore be true to the latter without knocking 
up against the former. And when Marx is 
free to use sound logic he does so in a truly 
masterly way. However wrong the starting­
point may be, these middle parts of the system, 
by their extraordinary logical consistency, per­
n:uuu:ndy establish the reputation of the authnr 
'as an intellectual fgrce of the first rank. And 
it is a circumsta'bce that has served not a little to 
increase the practical influence of the Marxia" 
'system that during this long middle part of hi, 
worlt, which, as far as intrinsic consistency is 
,@cer~, is really essentially faultless, til(' 

;;~",ho have got happily over the dilli­
~!is.i: the beginning get time to accustom 

1t:1;1:.!o ::Ii!:xi: ~~:I:o:~e:~:~g~;, 
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ideas, which here flow so smoothly, one out of 
the other, and form themselves into such a 
well-arranged whole. It is on these readers, 
whose confidencl; has been thus won, that he 
makes those hard demands which he is at last 
obliged to bring forward in his third volum~. 
For, long as Marx delayed to open his eyes to 
the facts of real life, he had to do it some time 
or other. He had at last to confess to his 
readers that in actual life commoditi4:s do not­
exchange, regularly and of necessity, in propor­
tion to the working time incorporated in them, 
but in part exchange above and in part below 
this proportion, according as the capital invested 
demands a smaller or a larger amount of the­
average profit; in short that, besides working 
time, investment of capital forms a co-ordinate 
determinant of the excha~ge relation of commo­
dities. From this point he was confronted with­
two difficult tasks. In the first place he had ~. 
justify himself to his readers for having in the 
earlier parts of his work and for so long taught­
that labour was the sole determinant of exchangt. 
relations; and secondly-what was perhaps the. 
more difficult task-he had also to giie hi. 
readers a theoretical explanation of the f"*,' 



Karl Marx 

which were hostile to his theory, an explanation 
which certainly could not fit into his labour 
theory of value without leaving a residuum, but 
which must not, on the other hand, contradict ;t. 

One can understand that good straightfor­
ward logic could no longer be used in thest 

demonstrations. \Ve now witness the counte 
part to the confused beginning of the system, 
There Marx had to do violence to facts in onb 
to deduce a theorem which could not h· 
straightforwardly deduced from them, and he 
had to do still greater violence to logic an,! 
commit the most incredible fallacies into the 
bargain. Now the situation repeats itsc!f 
Now again the propositions which thr0"gh 
two volumes have been in undisturhed P'­
session of the field come into collision "leI, 

the facts with which they are naturally as hed': 
in agreement as they were before. Neverthcb' 
the harmony of the system has to be nu:", 
tained, and it can only be maintained at ':,' 
cost of the logic. The Marxian system, ther,: 
fore, preS!!nts us now with a spectacle at Ti,,', 

sight strange, but, under the circumslanc,' 
described, quite natural, viz., that by lor t:,,·, 

"~ part of the system is a maste:-piecl Iii 
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close and forcible logic worthy of the intellect 
of its author, but that in two places-and those, 
alas! just the most decisive places-incredibly 
weak and careless reasoning is inserted. The 
first place is just at the beginning when the 
theory first separates itself from the facts, 
and the second is after the first quarter of the 
third volume when facts are again brought 
within the horizon of the reader. I here refer 
more especiall y to the tenth chapter of the third 

book (pp. 151-79). 
We have already become acquainted with one 

part of its contents, and we have subjected iJ 
to our criticism, the part, namely, where Marx 
defends himself against the accusation that there 
is a contradiction between the law of the price 
of production and the" law of value." I It still 
remains, however, to glance at th: second object 
with which the chapter is concerned, the explana­
tion with which Marx introduces into his system 
that theory of the price of production which 
takes account of actual conditions.' This con-

I Sec aoove. 

~ Of COUrse 1 here quite disregard comparatively smaIl 
c.iif<renccs of opinion. I have especially refrj.ined in the 
whole of this paragraph rrom emphasising or even mention .. 
ing the filler ~hadcs of difference which obtain in relaticm 
to the: conception of the" law of costs." 
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sideration leads us also to one of the most in­
structive and most characteristic points of the 
Marxian system-the position of " competition .. 
in the system. 

SECTION 3 

"Competition," as I have already hinted, is 
a sort of collective name for all the psychica I 
motives and impulses which determine the 
action of the dealers in the market, and which 
thus influence the fixing of prices. The buva 

/las his motives which actuate him in huyine:. 
and which provide him with a certain guide a:; 
to the prices which he is prepared to "Fcr 
either at once or in the last resort. .And the 
seller and the p70ducer are also actuated by 
certain motives-motives which determine t'., 
seller to part with his commodities at a certa;" 
price and not at another price, and the produce, 
to continue and even to extend his productio., 
when prices reach a certain level, or to susrcw! 
it when they are at a different level. In t'lf 

competition between buyer and seller all these 
motives and determinants encounter each other, 

and whoever refers to competition to exr:':!1 



173 

the formation of prices appeals in effect to what 
under a collective name is the active play of all 
the psychical impulses and motives which had 
directed both sides of the market. 

Marx is now, for. the most part, engaged in 
the endeavour to give to competition and the 
forces operating in it the lowest possible place 
in his system. He either ignores it, or, if he 
does not do this, he tries to belittle the manner 
,nd degree of its inlluence where and whenever 
he can. This is shown in a striking wayan 
several occasions. 

First of all he does this when he deduces his 
law that value is wholly labour. Every im­
partial person knows and sees that that inlluence 
which the quantity of labour employed exerts 
on the permanent level of. prices of goods 
(an influence not really so specia'! and peculiar 
as the Marxian law of value makes it appear) 
acts only through the play of supply and 
demand, that is to say, through competition. 
III the case of exceptional exchanges, or in the 
case of monopoly, prices may come into exist­
tnce which (even apart from the claim of the 
capital invested) are out of all proportion to the 
working time incorporated. Marx patural..l,Y 
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knows this too, but he makes nO reference to it 
in his deduction of the law of value. If he had 
referred to it, then he would have been unable 
to put aside the question in what way and bv 
what middle steps working time should come tr, 

be the sole influence determining the level price 
among all the motives and factors which pIa\' 
their part under the flag of competition. Th" 
complete analysis of those motives, which thel' 
could not have been avoided, would inevitab!,," 
have placed the value in use much more in the' 

foreground than would have suited Mlrx, an,j 

would have cast a different light on many thin~". 
and finally would have revealed much to ",hiL:, 

Marx did not wish to allow any weight in h" 
" system. 

And so on the, very occasion when, in order 
to give a con',plete and systematic explanatioll 
of his law of value, it would have been hi, dut) 
to have shown the part which competition pIa."' 
as intermediary, he passes away from the po,," 
without a word. Later on he does notice ;', 
but, to judge from the place and the manNI", 
not as if it were an important point in t',c 

theoretic system; in some casual and ,C;[S")l'. 

remarks he alludes to it in a few word, ,", 
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something ~hat more or less explains itself. and 
I,~ does not trouble himself to go further into 

it. 
I think that the said facts about competition 

"re most clearly and concisely set forth by 
Marx in page 156 of the third volume, where 
the exchange of commodities at prices which 
approximate to their" values tt and correspond 
,hcrefore to the working time incorporated 
In them is said to be suhject to the three 
{GlIawing conditions: [. That the exchange 
of commodities be not merely an ., accidental 

or ,{CaJional one." 2. That commodities" on 
both sides should be produced in quantities 
nearly proportionate to the reciproci.l demand. 
·;;,'hid, itself routls from the experience of both 

.des of tlze market, and which fherefore grows as 

II result out of a JUJIained exchangt ilJdf;" and 
3. "',"hat 1/0 natural or artificial monopoh' should 
giv~ to either of the contracting parties the 
rower to sell above the value. or should force 
either of them to sell below the value." And 
so what Marx demands as a condition of his 
law 0f value coming into operation is a brisk 
competition on both sides which should have 
hstcd lung ~nough to adjust production relatively 
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to the needs of the buyer according to the experi­
ence of the market. We must bear this passage 
well in mind. 

N<1 more detailed proof is added. On the 
contrar'y, a little later-indeed, just in the 
middle of those arguments in which, rela­
tively speaking, he treats most exhaustively 
of competition, its two sides of demand and 
supply, and its relation to the fixing of prices­
Marx expressly declines a .. deeper analysis of 
these two social impelling forces" as .. not 
apposite here." I 

But this is not all. In order to belittle the 
importance, for the theoretic system, of supply 
and demand,· and perhaps also to justify his 
neglect o.f .these factors, Marx thought out a 
peculiar and remarkable theory which he deve­
lopes, on pagb 169-70 of the third volume, 
after some previous slight allusions to it. He 
starts by saying that when one of the t'''' 

factors preponderates over the other, demallci 
Dver supply; for instance, or vi(( versa, irregulc.r 
market prices are formed which deviate fr'Y" 
~ "niuket value," which constitutes the 

~1>Oint of equilibrium" for these market prices' 
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that, on the other hand, if commodities should 
sell at this their normal market value, demand 
and supply must exactly balance each other. 
And to that he adds the following remarkable 
argument: "If demand and supply balance 
each other they cease to act. If two forces act 
equally in opposite directions they cancel each 
other-they produce no result, and phenomena 
occurring under these conditions must be ex­

plail1ed by some othe,. agency than either of these 

jorces. If supply and demand cancel each other 
tky cease to explain anything, they do not affect 

the market value, and they leave us altogether in 
the dark as to the reasons why the market value 
should express itself in just this and no other 
sum of money." The relation of demand to 
supply can be rightly use4 to explain the 
"deviations from the market 'value" which 
are due to the preponderance of one force 
over the other, but not the level of the 
market value itself. 

That this cunous theory squared witil the 
Marxian system is obvious. If the relation of 
sUrI,ly to demand had absolutely no bearing on 
the level of permanent prices, then Marx was 
quite right, in laying down his principles, not 

12 
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to trduble himself further with this unimportant 
factor, and straightway to introduce into his 
system the factor which, in his opinion, exer­
cised a real influence on the degree of value, 
that is, labour. 

It is, however, not less obvious, I think, that 
this curious theory is absolutely false. Its 
reasoning rests, as is so often the case with 
Marx, on a play upon words. 

It is quite true that when a commodity sells 
at its normal market value, supply and demand 
must in a certain sense balance each other: that 
is to say, at this price, just the same quantity of 
the commodity is effectively. demanded as is 
offered. But this is not only the case when 
commodities are sold at a normal market value, 
but at whatever ,market value they are suld, 
even when it i§ a varying irregular one. More­
over, every one knows quite well, as does Marx 
himself, that supply and demand are elast:c 
quantities. In addition to the supply anc1 
demand which enters into exchange, there :, 
always an "excluded" demand or supply, i.c'., 
a number of people who equally desire th. 
commodities for their needs, but who will "'h 
or cannot offer the prices offered by the;,· 



#.r,.or in the Marxian System 179 

stronger competitors; and a number of people 
who are also prepared to offer the desired com­
modities, only at higher prices than can be 
obtained in the then state of the market. But 
the saying that demand and suppl y "balance 
each other" does not apply absolutely to the 
lolal demand and supply, but only. to the 
successful part of it. It is well known, how­
ever, that the business of the market consists 
just in selecting the successful part out of the 
total demand and the total supply, and that the 
most important means to this selection is the 
fixing of price. More commodities cannot be 
bought than are sold. Hence, on the two sides, 
only a certain fixed number of reflectors (i.e., 
reflectors for only ° a certain fixed number of 
commodities) can arrive at a focuso The selec­
tion of this number is accomplished by the 
automatic advance of prices to a point which 
excludes the excess in number on both sides; 
so that the price is at the same time too high 
for the excess of o.the would-be buyers and too 
low for the eXCeSS of the would-be sellers. It is 
not, therefore, the successful competitors only 
who take part in determining the level of 
prices, but the respective cir<:umst"nces of those 
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who are excluded have a share in it as well; I 

and on that account, if on no other, it is wrong 
to argue the complete suspension of the action 

. of supply and demand trom the equilibrium of 
the part which comes effectively into the 
market. 

But it is wrong also for another reason, 
Assuming that it is only the successful part of 
supply and demand, being in quantitative equi" 
librium, that affects the fixing of price, it i, 
quite erroneous and unscientific to assume that 
forces which hold each other in equilibrium 
therefore" cease to act." On the contrary. the 
state of equilibrium is just the result of their 
action, and when an explanation has to be given 
of this state of equilibrium with all its details~ 
one of the most prominent of which is the height 
c! the level in 'which the equilibrium was found···· 

: " A clooef' ~yai •• hoWi that the price must lall be""," 
the snoney estimates of the IO-Called -marginal pairs, that F. 

between the amoants which the last actual buyer and", 
fint _aId-be buyer who is excluded flom the marko, or. 
,preparccl to ofiU, and the amounts which the last act ,", 
· .. lIer ,IIId the Iin.t would-be seUer who is excluded ,'" 
;pppucd to tak~ in the last resort for the commnJ",,· 
','or fllrthcr dctail. see my POliti." TIx"i, dff Kat',",. 
~".bruck, 1889, pp. alS IIf-; English cran,\ation by""", 
;";rll~1an. lllQIl. II. a08. 
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it certainly cannot be given "in some other way 
than by the agency of the two forces." On the 
C0ntrary, it is only by the agency of the forces 
which maintain the equilibrium that it can be 
explained. But such abstract propositions can 
best be illustrated by a practical example. 

Suppose we send up an air-balloon. Every­
bod y knows that a balloon rises if and because 
it is filled with a gas which is thinner than the 
atmospheric air. I t does not rise into the 
illimitable, however, but only to a certain 
height, where it remains floating so long as 
nothing occurs, such as an escape of gas, to 
alter the conditions. Now how is the degree 
of altitude regulated, and by what factor is it 
determined? This is transparently evident. 
The density of atmospheric 'lir diminishes as 
we nse. The balloon rises only' so long as the 
density of the surrounding stratum of atmo­
sphere is greater than its own density, and it 
ceases to rise when its own density and the 
density of the atmosphere hold each other in 
equipoise. The less dense the gas, therefore, 
the higher the balloon will rise, and the higher 
th~ stratum of air in which it finds the same 
degree of atmospheric density. It is obvious, 
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under these circumstances, therefore, that the 
height to which the balloon rises cannot 
be explained in any either way than by Con­
Sidering the relative density of the balloon 
on one side and of the atmospheric air on the 
other. 

How does the matter appear, however, from 
the, Marxian point of view? At a certain 
height both forces, density of the balloon and 
density of the surrounding air, are in equipoise. 
They, therefore, "cease to act," "they cease to 
explain anything," they do not affect the degree 
of ascent, and if we wish to explain this we 
must do it by "something else thin the agency 
of these two forces." Indeed, we say, By what 
then? Or again .. when the index of a weighing 
machine points to.loo lbs. when a body is being 
weighed, how are we to account for this positiull 
of the index of the weighing machine ? We ar', 
11# to account for it ,by the relation of the weight 
pi the body to be weighed on the one side and 
die wei2hts which serve in the weighing machine 
Oii'the ~er, for- these two forces, when the index 
iiiftheweisrhing machiite is in the position referred 
tcibold each other in equipoise; they therefort 
~:toart_' ami nothilU!" can be eXDlained from 



their relationship, not even the position of the 
index of the weighing machine. 

I think the fallacy here is obvious, and that it 
is not less obvious that the same kind of fallacy 
lies at the root of the arguments by which Marx 
reasons away the influence of supply and demand 
on the level of permanent prices Let there be 
no misunderstanding, however. It is by no 
means my opinion that a really complete and 
satisfying explanation of the fixing of permanent 
prices is contained in a reference to the formula 
of supply and demand. On the contrary, the 
opinion, which 1 have elsewhere often expressed 
at length, is that the elements which can only be 
roughly comprehended under the term" supply 
and demand" ought to be closely analysed, and 
tke manner and measure a£ their reciprocal 
influence exactly defined; and t'hat in this way 
we should proceed to the attainment of the 
knowledge of those elements which exert a 
special influence on the state of prices. But 
the influence of the relation of supply and 
demand which Marx reasons away is an indis­
pensable link in this further and mOTe profound 
explanation; it is not a side issue, but one that 
goes to the heart of the subject. 
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Let us take up again the threads of our argu­
ment. Various chings have shown us how 'hard 
Marx tries to make the i ntluence of supph- and 
demand retire into the background "f his system, 
and now at the remarkable turn which his 
sy"tem takes after the first quarter of the third 
volume he is confronted by the task of ex­

plaining why the permanent prices of commodi­
ties d.o not gravitate towards the incorporated. 
quantity of labour but towards the "prices of 
production" which deviate from it. 

He declares competition to be the force 
which causes this. Competition reduces the 
original rates of profit, which were ditterent 
for the different hr,lIlches of prodllction accord­
ing to the different organic coml,,>,itions of 
the capitals, to a common average rate of profit, ( 

and consequently the prices must in the long 
run gravitate towards the prices of production 
yielding the one equal average profit. 

Let us hasten to settle some points which are 
important to the understanding of this explana­

tion. 
Firstly, it is certain that a reference to 

competition is in effect nothing else than a 

I See above. 
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ref"rence to the action of supply and demand. 
I n the passage already mentioned, in which 
Marx describes most concisely the process of the 
eq ualisation of the rates of profit by the COnI­

petition of capitals (iii. 175), he expressly says 
that this process is brought about by "sucb a 
relation of supply to demand, that the average 
profit is made equal in the different spheres of 
procuction, and that therefore values change 
into prices of production." 

Secondly, it is certain that, as regards this 
process) it is not a question of mere fluctuations 

round the centre of gravitation contemphted in 
the theory of the first two volumes, i.e., round 
the incorporated working time, but a question of 
a dejillilh..e lo,.,ing of prices to another perma­
nent centre of gravitation, yiz., the price of 
production. 

And now question follows on question. 
If, according to Marx, the relation of supply 

and demand exerts no mlluence at all on the 
level of permanent prices, how can competition, 
which is identical with this relation, be the power 
which shifts the level of the permanent prices 
from the levd of " value" cO a level so different 
as that of the price of production ?, 
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Do we not rather see, in this forced and in­
consistent appeal to competition as the deus ex 

mach ina which drives the permanent prices from 

that centre of gravitation which is in keeping 
with the theory of embodied labour to another 

centre, an involuntary confession that the social 
forces which govern actual life contain in them­
selves, and bring into action, some elementary 

determinants of exchange relations which cannot 

he reduced to working time, and that con­
sequently the analysis of the original theory 
which yielded working time alone as the basis 
of exchange relations was an incomplete one 

which did not correspond with the facts! 

And further: Marx has told us himself. and 
we have carefully noted the passage,. that com­

modities exchange approxim'l,tely to their values 
only when a brisk competition exists. Thus he, 

at that time, appealed to competition as a factor 
which tends to push the prices of commodities 

towards their" values." And now we learn, on 
the contrary, that competitio!l is a force which 

pushes the prices of commodities away from 
their mlues and on to their prices of production. 

These statements, moreuver, are found in one 

; Sec .hove, pr. 175-6 Ufo 



,nd the same chapter-the tenth chapter, des­

tined, it would seem, to an unhappy notoriety. 
Can t'ley be reconciled; And, if Marx perhaps 
thought that he could find a reconciliation in 

the view that one proposition applied to primi­
tive conditions and the other to developed 
modern society, must we not point out to him 
that in the first chapter of his work he did not 

deduce his theory that value was wholly labour 
from a RobinJollade, but from the conditions of 

a society in which a "capitalistic mode of pro­
duction prevails" and the "wealth" of which 
" appears as an immense collection of commod i­
ties"! And does he not demand of us through­

out his whole work that we should view the 
• conditions of our modern society in the light of 

his theory of labo,!r, and j\ldge them by it? 
But when we ask where, according to his own 
statements, we are to seek in modern society 

for the region in which his jaw of value is in 
force, we ask in vain. For either there is no 

competition, in which case commodities do not 

at all exchange according to their values, says 
Marx (iii. 156); or competition exists, and pre­
ciseh' then, he states, they s611 less exchange 

according to their values, but according to 
their prices of production (iii. 176). 
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And so III the unfortunate tenth chapter 
contradiction is heaped upon contradiction. I 

will not prolong the already lengthy inquiry by 
counting up all the lesser contradictions and 
inaccuracies with which this chapter ahounds. 
I think everyone who reads the chapter with 

an impartial mind will get the impression that 
the writing is, so to say, demoralised. Instead 
of the severe, pregnant, careful style, instead of 
the iron logic to which we are accustomed in 
the most brilliant parts of Marx's works, we 

have here an uncertain and desultory manner 
not only in the reasoning but even in the usc of 
technical terms. How striking, for instance, is 

the constantly changing conception of the terms 
" supply" and "demand," which at one time 
are presented to >'s, quite rightly, as elastic 
quantities, with diff'erences of intensity, but at 

another are regarded, after the worst manner of 
a long-cxploded "vulgar economy," as simple 

quantltles. Or how unsatisfying and incon­
sistent is the description of the factors which 

govern the market "alue, if the diff'erent 
portions of the mass of commodities which 
come into ~he market are created under un­

e'l u,.] conditions of production, &c. 
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The explanation of this featnre of the chapcer 
cannot be found simply in 'he fact that it was 
written by Marx when he was growing old; 
for even in later parts there are many splendidly 
written arguments; and eVell this unfortunate 
chapter, of which obscure hints were already 
scattered here and there in the first volume, I 
must have been thought out in early times. 
Marx's writing is confused and vacillating here 
because he could not venture to write clearly 
and definitely without open contradiction and re­
tractation. If at the time when he was dealing 
with actual exchange relations-those manifested 
in real life-he had pursued the subject with 
the same luminous penetration and thorough­
ness with which he followed, through two 
volumes, the hypothesis that value is labour to 
its utmost logical conclusion; if at this juncture 
he had given to the importal1t term" competi­
tion " a scientific import, by a careful eco11omico­
psychological analysis of the social motive forces 
which come into action under that comprehen­
sive name; if he had 110t halted or rested, so 
long as a link in the argument remained unex­
plained, or a consequence not carried to its 

I For example, i. p. 151, note 37 at foot; p. ZIO,note 31. 
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logical conclusion; or so long as one relation 
appeared dark and contradictory-and almost 
every word of 1 ':is tenth chapter challenges a 
deeper inquiry or explanation such as this--he 
would have been driven step by step to the 
exposition of a system altogether different in 
purport from that of his original system, nor 
would he have been able to avoid the open 
contradiction and retractation of the maIO 

proposition of the original system. This 
could only be avoided by confusion and mys­
tification. Marx must often instinctively have 
felt this, even if he did not know it, when he 
expressly declined the deeper analysis of the 
social motive forces. 

Herein lies, I believe, the Alpha and Omega 
of all that is fallacious, contradictory, and vague 
in the treatment of his subject by Marx. His' 
system is not in close touch with facts. Marx 
has not deduced from facts the fundamental 
princi pIes of his system, either by means of 
a sound empiricism or a solid economico· 
psychological analysis; but he founds it 011 no 
firmer ground than a formal dialectic. This is 
the great radical fault of the Marxian system 
at its birth; from it aU the rest necessarily 



springs. The system runs in one direction, 
facts go in another; and they cro" the course 
of the system sometimes here, sometimes there, 
and ·011 each occasion the original fault begets 
a new fault. The conflict of system and facts 
must be kept (rom view, so that the matter is 
shrouded either in darkness or vagueness, or it 
is turned and twisted with the same tricks of 

dialectic as at the outset; or where none of 
this avails we have a contradiction. Such is 
the character of the tenth chapter of Marx's 
third volume. It brings the long-deferred 
bad harvest, which grew by necessity out of 

the bad seed. 



CHAPTER V 

WERNER 80MBART'8 APOLOGY 

A N apologist of Marx, as intelligent as he j, 

ardent, has lately appeared in the peeso', 
of Werner Sombart. 1 His apology, howevt-r, 
shows one peculiar feature. I n order to 1,,, 
able to defend Marx's doctrines he has first to 
put a new interpretation upon them. 

Let us go at once to the main point. Som­
bart admits (and even adds some very subtle 
arguments to the 'proof) 2 that the Marxian law 
of value is false if it claims to be in harmon;' 
with actual experience. He says (p. 573) o( ,he 
Marxian law of vallie that it "is not exhihited 
in the exchange relation oi capi talisti cal, Y 

I Sec the already repeatedly mentioned article Z;. ... 
Kriti} do i;kofJomiJchll Svslem.r fI~1t Karl 11!lIrx ill lh~ 

.4rrhifl fir Sodale GfJet;gtbung Imd 81111illiN, \'0:. vii., 

. part 4. pp. 555 "9, 
, See above, pp. 98-101. . . ., 
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produced commodities," that it "does not by 
any means indicate the point towards which 

market prices gravitate," that "juS! aJ little does 
it act as a factor of distribution in the division 

of the social yearly product," and that" it ne,w 
comes illto evidence anywhere" (p. 577). The 
"outlawed value" has only "one place of 
refuge left-the thought of the ,lteautical econo­

mi'i . ... If we want to sum up the charac­
teristics of Marx's value, we would say, his ,,-'alue 

is a fart Jlot of experience but of thought" (p. 574)· 
\Vhat Sombart means by this "existence in 

thought" we shall see directly; but /irst we 

must stop for a moment to consider the ad­
mission that the l'vlarxian value has no existence 

in the world of real phenomena. I am some­
what curious to know whether the Marxists 

will ratify this admission. It may well be 
doubted, as Sombart himself had to quote a 

prot cst from the Marxian camp, occasioned by 

"n utterance of C. Schmidt and raised in ad­
vallCt against such a view. ," The law of value 

;s not a law of our thought merely; ... the 

law uf value is a la:" of a very real nature: 
It is a natural law of human action." I I 

Hugo Lande. Nnli' Zd/, xi. p. 59-

13 



'9+ Karl Marx 

think it also very questionable whether Marx 
himself would have ratified the admission. 
It is Sombart himself who again, with note­

worthy frankness, gives the reader a whole list 
of passages from Marx which make this inter­
pretation difficult.! For my Own part I hold 
it to be wholly irreconcilable with the letter 

and spirit of the Marxian teaching. 
Let anyone read without bias the arguments 

with which Marx developes his value of theory. 
He begins his inquiry, as he himself says, in the 

domaia of "capitalistically organised society, 
whose wealth is an immense co'lection of com­
modi ties," and with the analysis of a commrJd ity 

(i. 9). In order to "get on the track" of 
value he starts from the exchange relation 

of the commodity (i. 23). Does he start 
from an actual' exchange relation, I ask, or 

from an imaginary one! If he had said or 
meant the latter, no reader would have >hought 

it worth while to pursue so idle a speculation. 
He does indeed make very decided reference·­

as was inevitable-to the phenomena of the 
actual economic world. The exchange rei;;ti,m 
of two commodities, he s~ys, can alway, be 

1 LQ[. (il., p. 575, then pp. 58+ _r'q. 



represented by an equation: thus I quarter 
wheat = I cwt. iron. "What does this equa­
tion prove? That a common factor of the same 

magnitude exists in both things, and each of the 
two, in so far as it is an exchange -vaiue, mUJf be 

reducible to this third," which third, as we 
learn on the next page, is labour of the same 

quantity. 
If you maintain that the same quantity of 

labour ex iSIS in things made equal in exchange, 
and that these things must be reducible to 

equal amounts of labour, you are claiming for 
these conditions an existence in the real world 

and not merely in thought. Marx's former 
line of argument, we must bear in mind, would 
have heen quite impossible if by the side 
of it he had wished to propound, for actual 
exchange rdations, the dogma that products of 
unequal amounts ofl:.:bour exchange, on principle, 

w;th each other. If he had adm'tk.l this notion 
(and the conflict with facts with which I reproach 

him lies just in his not admitting it), he would 
certainly have come to quite dilferent conclu­
sIOns. Either he would have been obliged to 

declare that the so-called equalisation In 

exchange is no true equation, and does not 
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admit of the conclusion that "a common factor 
0/ equal magnitude" is present in the exchanged 

things, or he would have been obliged to come 
to the conclusion that the sought-for common 
factor of equal magnitude is not, and could not 

be labour. In any case it would have been 
impossible for him to have continued to reason 
as fie did. 

And Marx goes 011 to say very decidedly on 
numerous occasions that his "value" lies at 

the root of exchange relations, so that indeed 
products of equal amount of labour are" equiva­

lents," artd as such exchange for each other.' 

I For example, i. 2 S ; Equivalent = EXfbange,lbft. "It 
is only as a ~'aluc that it (linen) can be brought into relation 
with the coat as posse,,>sing an CfjlldJ Valfi! or exd:JiUlge­
litili!, with it /' . . . h When the coat as a thing of val LH.' :s 
placed on an equality wilh the linen, the work cxi~tjng In 

the former is made equal to the work exining in the htteT." 

See besides pp. 27,31 (the proportion in which emus and 
linen arc exchangeable depends on the degree of value (,1' 

the coats). p. 3; (where Marx deciares human work to bl.: 
the" real element of e-J.uality" in the hous.c and the b::J, 
which cxchangt: with each other), pp. 39 4-0,4-', 4 2• +~, 
50, 5 I, 52. ;3 (Analysis of the price of commodities [h~Jt 
stm of actual price.> only ~J h:ad~ to the dct,.'rmin;ng of thL' 
amounr of value), p. 60 (exchange value i_~ the soci~1 CO!!­

trivance for eXprfiJirJg th Idour expended on a th;ng), 
p. So e' the price is the money name fryr the work Tcal;s{'r~ 
in a commodity"), p. 14.1 ('~ the same exchange value, 



In many places, some of which are quoted by 
Sombart himself, r he claims that his law of 
value possesses the character and the potency 

of a law of lIature, "it forces its way as the 
law of gravity does when the house comes 
down over one's head." 2 Ewn in the third 

volume he distinctly sets forth the actual 

conditions (they amount to a brisk competi­
tion on both sides) which must obtain "in 
order that the prices at which commodities 

exchange with each other should correspond 
approximately to their value," and explains 

further that this " naturally only signifies that 
their value is the centre of gravitation round 
which their prices move" (iii. 156). 

We may mention in this connection that 
Marx also often quotes with approval older 
writers who maintained the· proposition that 

the exchange value of goods was determined by 

the labour embodied in them, and maintained 

(hat i!'y the sa:nc qu;;:ntum of reali5cd social \"ork "), p. 17 + 
(" According to the t;nj\'cr~al law of va.lue, for example, 
10 lb:-. of yarn are .en equivalent for 10 Ibs. of cotton and 
a quarter of a spindle ... if the same workin~ tim~ is 
n~LJed to produ..::c ooth sides of this equation U), and 
repeatedly in the same sense. 

, Ibid., p. 575. ' 1.5" 

.. 
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it undoubtedly as a proposition which Was In 

harmony with actual exchange relations.! 
Sombart himself, moreover, notes an argu­

ment of Marx's in which he quite distinctly 
claims for his law of value an " empirical" and 
" historical" truth (iii. 155 in connection with 
iii. 175 seq.). 

And finally, if Marx claimed only a validity in 
thought and not in thing' for his law of value, 
what meaning would there have been in the pain­
ful drorts we have described, with which he 
sought to prove that, in spite of the theory of the 
price of production, his law of value governed 
actual exchange rdations, because it regulated 
the movement of prices on the one side, and on 
the other the prices of production themselves? 

In short, if there is any rational meaning in 
the tissue of logical arguments on which Marx· 
founds his theory of labour value I do not 
believe he taught or couid have taught it in 
the less pretentious sense which Sombart now 
endeavours to attribute to it. For the rest, it 
is a matter which Sombart may himself settle 
with the followers of Marx. For those who, 
like myself, consider the Marxian theory of 

! For example, i-. I f, note 9. 
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value a failure, it is of no importa'lce whatever. 
For either Marx has maintained his law of value 
in the more pretentious sense that it corresponds 
with reality, and if so we agree with Sombart's 
view that, maintained in this Setlse t it is false; 
or he did not ascribe any real authority to it, 

and then, in my opinion, it cannot be construed 
in any ser.se whatever which would give it the 
smallest scientific importance. It is practically 
and theoretically a nullity. 

It is true that about this Sombart is of a 
very different opinion. I willingly accept an 
express invitation from this able and learned 

man (who expects much for the progress of 
science from a keen and kindly encounter of 
opinions) to reconsider the "criticism of 
Marx" on the ground of his new interpreta­
tion. I am also q uite pl~a;ed to settle this 
particular point with him. I do so with the 

full consciousness that I am no longer dealing 
with a "criticism of Marx," such as Sam bart 
invited me to revise on the strength of his new 

interpretation, but am dispensing purely a 
"criticisnl of Son1bart.H 

What, then, according to Sombart, does the 
existence of value as a "fC1Ct of thought" 

.. 
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mean) It means that the" idea of value is an 
aid to our thought which we employ in order 
to make the phenomena of economic life com­
prehensible." More' exactly, the function of 
the idea of val ue is "to cause to pass before 
us, defined by quantity, the commodities which, 
as goods for use, are different in quality. It 

is clear that I fulfil this postulate if ( imagine 
cheese, silk, and blacking as nothing but pro­
ducts of human labour in the abstract, and only 
relate them to each other quantitatively as 
quantities of labour, the amount of the quantity 
being determined by a third factor, common 
to all and measured by units of time" I 

So far all goes well, till we come to a certain 
little hitch, For certainly it is admissible in 
itself for some scientific purposes, to abstracc 
from all sorts of -differences, which things may 
exhibit in one way or another, and to consider 
in them only one property, which is com mall to 
them all, and which, as a common propert)', 
furnishes the ground for comparison, com­
mensurability, &c. In this very way mechanical 
dynamics, for illstance, for the purpose of many 
of its problems rightly abstracts altogether from 

I Zur Kritik d"tr iilolloflliJ(htll ByJ/em flan Karl Alarx, 

p. 57+· 



the form, colour, density, and strllctur~ of 
bodies in motion, and regards thcrn 01111' as 

masses; propelled billi1rd-balls, flying Cannon­
balls, running children, trains in motion, falling 
stones, and moving planets, are looked upon 

simply as moving hodies. It is not less 
admissible or less to the purpose I,) conceive 

cheese, silk, blacking, as " nothing but prod ucls 
of human labour in the abstract." 

The hitch begins when Sombart, like Marx, 
claims for this idea the name of the idea 
of "Jaiue. This step of his - to go closely 
into the matter-admits conceivably of two 
constructions. The word" value," as we know 

it, in its douhle application to value in use and 
value in exchange, is already used in scientific 
as well as in ordinary language to denote defi­
nite phenomena. 50mbaft's ,{ot>1endature, there­

fore, involves the claim either that that property 
of things, i.e., the being a product of labour, 
which is alone taken into consideration, is the 
deciding factor for all cases of value in the 
ordinary scientific sense, and thus represents, 
for example, the phenomena of exchange value; 
or, without any arriCre penJee of this kind, 

his nomenclature may be a purely arbitrary 
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one; and, unfortunately for nomenclatures of 
that kind, there is as guide no fixed compulsory 
law, but only good judgment and a sense of 
fitness. 

If we take the second of the two construc­
tions, if the application of the term" value" to 
"embodied labour" does not carry with it the 
claim that embodied labour is the substance 
of exchange value, then the matter would Ix 
very harmless. It would be only a perfectly 
admissible abstraction, connected, it is true, with 
a most unpractical, inappropriate, and mislecd­
ing nomenclature. It would be as if it suddenly 
occurred to a natural philosopher to give to the 
different bodies which, by abstraction of form, 
colour, structure, &c., he had conceived of 
solely as masses, the name of "active forces," a 
term which we know has already establishd 
rights, denoting a function of mass and 
velocity, that is to say, something very different 
from mere mas>. There would be no scientific 
error in this, however, only a (practically very 
dangerous) gross inappr~priateness of nomen­
clature. 

But ou. case 
different with 

is obviously different. It is 
Marx and different with 
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Sombart. And here, therefore, the hitch 
assumes larger proportions. 

My esteemed opponent will certainly admit 
that we cannot make any abstraction we like to 
suit any scientific purpose we like. For 
instance, to start hy conceiving the different 
bodies as "nothing but masses," which is legiti­
mate in certain dynamic problems, would be 
plainly inadmissible in regard to acoustic or 
optical problems. Even within dynamics it is 
certainly inadmissible to abstract from shape 
and consistency, when setting forth, for instance, 
the law of wedges. These examples prove that 
even in science " thoughts" and" logic" cannot 
go quite away from facts. For science, too, the 
saying holds good," Est modus in rebus, sunt 
certi denique fines." And I think that I may 
show, without danger of a ~Ofltradiction from 
my esteemed opponent, that those "definite 
limits" consist in this, that in all cases only 
those peculiarities may be disregarded which are 
irrelevant to the phenomenon under invcstiga­
tion-N .B., really, actually irrelevant. On the 
other hand, one must leave to the remainder­
to the skeleton, as it were--of the conception 
which is to be subjected to further study every-
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thing that is actually relevant on the concrete 
side. Let us apply this to our own case. 

The Marxian teaching in a very emphatic 
way bases the scientific investigation and criti­
cism of the exchange rela/ium uf commodities on 
the conception of commodities as " nothing but 
products." Sombart endorses this, and in cer­
tain rather indef.nite statements-which, on 

account of their indefiniteness, I do not discuss 
with him-he even goes so far as to view the 
foundations of the whole ecollomit existellu of 
man in the light of that abstraction.' 

That embodied labour alone is of importance 

in the first (exchange), or evell in the secolld 
case (economic existence), Sombart himself 
does not ,"enture to affirm. He contents him­
self by asserting that wi th that conception the 
"fact most important economically and objec­

tively" is brought into prominence. 2 I will 
not dispute this statement, only it must cer­
tainly not be taken to moan that all the other 
important facts besiJes labour are so completely 
subordinate that they might be almost, if not 

altogether disregarded, from their insignificance. 

I For example, pp. 576, ;77. 
, P. 576. 



Nothing could be less true. It is in the highest 
degree important for the economic existe~ce of 
human heings whether, for instance, the land 
which they inhabit is like the valley of the 
Rhone, or the desert of Sahara, or Greenland; 
and it is also a matter of great importance 
whether human labuur is aided by a previously 
accumulated stock of goods-a factor which 
also cannot be referred exclusively to labour. 
Labour is certainly not the objectively most 

important circumstance for many goods, 
especially as regards exchange relations. Vie 
may mention, as instances, trunks of old "ak­
trees, beds of coal, and plots of land; and even 
if it be admitted that it is so for the greater 

part of commodities, still the fact must be 
emphasised that the influence uf the other 
factors, which are determining· factors beside 

labour, is so important that actual exchange 
relations diverge considerably from the line 
which would correspond with the embodied 
labour by itself. 

But if work is not the sok important factor 
;n exchlnge rdations and exchange value, but 
only we, tVtll though the most powerful, 
important factor among others--a p,-imus inte,. 
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pares, as it were-then, according to what has 

been already said, it is simply incorrect and 
inadmissible to hase upon labour alone a con­
ception of value which is synonymous with 
exchange value; it is just as wrong and in­
admissible as if a natural philosopher were to 
base the "active force" on the mass of the 
bodies alone, and were by abstraction to 
eliminate velocity from his calculation. 

I am trul y astonished that Sombart did not 
see or feel this, and all the more so because in 
formulating his opinions he incidentally made 
use of expressions the incongruity of which, 
with his own premises, is so striking that ant 
would have thought he could not fail to be 
struck by it. His starting-point is that the 
character of complOdities, as products of social 
labour, represents the economically and objec­
tively most important feature in them, and he 
proves it by saying that the supply to mankind 
of economic goods, "nalu"ai conditiens being 

equal," is in the main dependent on the devdc,l'­
ment of the social productive power of labour, 
and thence he draws the conclusion that this 
feature linds its adequate economic expression 
in the concePtion of value which rests upon 
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labour alone. This thought he twice repeats 
on pages 576 and 577 in 'somewhat different 
terms, but the expression "adeq uate" recurs 

each time unchanged. 
Now, I ask, is it not on the contrary evideat 

that the conception of "due as grounded upon 
labour alone is not adequate to the premise that 

labour is merely the most important among 
several important facts, but goes far beyond it. 
It would have been adequate only if the 
premise had affirmed that labour is the only 

important fact. But this Sombart by no means 
asserted. He mainta;,,, that the significance 

of labour is very great i" regard to exchange 
relations and for human life generally, greater 
than the significance of any other factor; and 

for such a condit;"n of thil]gs the Marxian 
formula of vaJue, according to which labour 
alone is all-import?nt, is an expression as little 

adecluate as it would be to put down I +!+l 
as eClual to I only. 

Not only is the assertion of the" adequate .. 

cunception of value not apposite, but it ,eems 
to me that there lurks behind it a little touch 
of wiliness-quite unintended by Sombart. 

While expressly admitting th'\f; the Marxian 
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value does nol stand the t~st of facts, Sombarr 
demanded an asylum for the" outlawed" value 
in the thcught of the theoretic economist. Fron, 

this asylum, however, he unexpectedly make, 
a clever sally into the c(mcrete world when h,. 

again mainta;n, that his conception of value i: 

adequate to the ohjectively most relevant fact, 
or in more pretentious words-·that H a technica: 

fact which objectiw£v gowrlls the economi,­
existence of human society has found in it it; 

adequate economic expression" (p. 577). 
I think one may justly protest against such 

a proceeding. It is a case of one thing or th 
other. Either the Marxian value claims to be 

in harmony with actual facts, in which case i: 
should come out boldly with this assertion and 

not seek to esc~pe the thorough test of facts by 
entrenching itself behind the position that it 
had not m~ant to affirm any actual fact but 

only to construct "an aid for our thought": 
or else it does seek to protect itself behind tI,;, 
rampart, it does avoid the thorough test (·t 

fact, and in that case it ought not to chim by 
the indirect means of vague assertions a kin(' 

of concrete signifiClnce which couhl j ~,tl, 
belong to it (J~ if it naJ stood th~t t~sting b:;' 
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facts which it had distinctly avoided. The 
phrase " the adequate expression of the ruling 

jact" signifies nothing less than that Marx is ill 

the main even empirica{lj' right. \Vell and good. 
If Sombart or anyone else wishes to affirm 
that let him do so openly. Let him leave off 
playing with the mere " fact of thought" and 
put the matter plainly to the test of actual fact. 
This test would show what the difference is 

between the complete facts and the "adequate 
expression of the ruling fact." Until then, 

however, I may content myself with asserting 
that in regard to Sombart's views we have not 
to deal with a harmless variation of a per­
missible but merely inappropriately named 

abstraction, but with a pretentious incursion 
into the domain of the actual, for which all 
justification by evidence is ;mitted and even 
e,·aded. 

There is another inadmissibly pretentious 
",,,,rtion of Marx's which I think Somhart has 

accepted without sufficient criticism; the state­
ment, namely, that it is only by conceiving 
commodities as "nothing but products" of 
social labour that it becomes possible to our 

thought to bring them into ~antitative rela-

If 
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tion' with each other-to make them "com­
mensurable," and, therefore, "to render" the 
phenomena of the economic world" accessible" 
to our thought. r \\' ould Sombart have found 
it possible to accept this assertion if he had 
subjected it to criticism? Could he really 
have thought that it is only by means of the 
Marxian idea of value that exchange relations 
are made accessible to scientific thought, or not 
at all? I cannot believe it. Marx's well. 
known dialectical argument on page I 2 of the 
first volume can have had no convincing power 
for a Sombart. Sombart sees and knows as well 
as I do that not only products of labour, but 
pure products of nature too, are put into 
quantitative relation in exchange, and are 
therefore practically commensurable with each , 
other as well as with the products of labour. 
And yet, according to him, we cannot conceive 
of them as commensurable except by reference 

l ]!Jid., pp. 57+, 582. Sombart has not asserted thi.> i' 
so mauy words in his own name, but he approves a slate·· 

ment of C. Schmidt to this effect, Rnd of which he on:.)" 

corrects an unimportant detail (p. 5i4). He says, moreon::r, 
that Marx's doctrine of value" performs II just this" ser­

vice" (p. ;82), and at all events he refrains entirely '-rO~lf 

denying it. 
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to an attribute which they do not possess, and 
which, though it can be ascribt:d to products 

of labour as far as quality is concerned, cannot 
be imputed to them in regard to quantity since, 
as has been admitted, products of labour too 

do not exchange in proportion to the labour 
embodied in them. Should not that rather be 
a sign to the unbiassed theorist that, in spite of 
Marx, the true common denominator-the true 

'common factor in exchange-has still to be 

sought for, and sought for in another direc­
tion than that taken by Marx? 

This leads me to a last point on which I 
must touch in regard to Sombart. 50mbart 

wishes to trace back the opposition which exists 
between the Marxian system on the one side, 
and the adverse theoretic .systems-especially 
of the so-called Austrian ec~nomists--on the 

other, to a dispute about method. Marx, he 
says, represents an extreme objectivity. \Ve 
others represent a subjectivity which runs into 

psychology. Marx does not trace out the 
motives which determine individual subjects as 

economic agents in their mode of action, but 
he seeks the objective facton., the" economic 
conditions," which are illdepmdenl of the will, 



212 Karl Marx 

and, I may add, often also of the knowledge, 
of the individual. He seeks to discoVer" what 
goes on heyond the control of the individual 
by the power of relations which are independent 
of him." 'Ve, on the contrary, "try to explain 
the processes of economic life in the last resort 
by a reference to the mind of the economic 
subject," and "plant the laws of economic life 
on a psychological basis." , 

That is certainly one of the many subtle and 
ingenious observations which are to he found 
in Sombart's writings; but in spite of its 
essential soundness it does not seem to me to 
meet the main point. It does not meet it in 
regard to the past by explaining the position 
taken up hitherto by the critics towards Marx, 
and therefore it .does not meet it as regHds 
the future, demanding, as it does, an entirely 
new era of Marxian criticism, which has still to 
hegin, f"r which there is "as good as no pre­
paratory work done,"z and in regard to which 
it would be necessary to decide first of all what 
is to be its method.3 

The state of things appears to me to bt: 

, Ibid., pp. 59' uq. ' Ibid., p. 516. 
, Pp. 593 ufo 
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rather this. The difference pointed out by 
Sombart in thee method of investigation cer­
tainl y exists. But the "old" criticism of 

Marx did not, ,c' far as I personally can judge, 
attack his choice of method. but his mistakes in 

the application of his chosen method. As I 
have no right to speak of other critics of 
Marx I must speak of myself. Personal! y, as 

regards the question of method, I am in the 
position taken up by the literary man in the 
story in regard to literature: he allowed every 
kind of literature with the exception of the 

"genre ennllyeux." -l allow every kind of 
method so long as it is practised in such a 

way as to produce some good results. I have 
nothing whatever to say against the objective 
method. I believe that in the region of those 

• 
phetlOmena which are concer'ned with human 
action it can be an aid to the attainment of 
real knowledge. That certain objective factors 
can cnter into systematic connection with 
typical human actions. while those who are 
"cting under the infl uence of the connection 
are not c1e:lrly conscious oi it, I willingly admit, 
and I have myself drawn attention to such 
phenomena. For ipstance, when statistics 
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prove that suicides are specially numerous in 
certain months, say July and November, or 
that the number of marriages rises and falls 
according as harvests are pientiful or the 
reverse, J am convinced that most of those 
who swell the contingent of suicides that occur 
in the months of July and November never 
realise that it is July and November; and also 
that the decision of those who are anxious to 
marry is not directly affected by the considera­
tion that the means of subsistence are tempo­
rarily cheaper.! At the same time the discovery 
of such an objective connection is undoubtedly 
of scientific value. 

I Somehow or other indeed an inRuence proceeding 
from the objective factor, and having a symptomatic 
connection with it~ mv.st produce effects on the actors; 

~ 

for instance, in the examples given in the text, the effect 
on the nerves of the heae of July, or the depressing, melan­
choly autumn weather, may increase the tendency to 

suicide. Ther. the influence coming from the "objc:ctin~ 
factor" issues, as it were, in a moore general typical 
stimulfls, such as derangement of the nerves or melan­
choly, and in this wayaifect,> action. I maintain firmly 
(in opposition to Sam bart's observation, p. 593). that 
conformity to law in outward action is not to be expected 
without conformity to law in inward stimulus j b~t at the 
:lame time (and this will perhaps satisfy Sam bart from the 
standpoint of hi~ own method) I hold it to be quite possible 
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At this juncture, however, I must make 
several reservations-self-evident reservations, 
I think. Firstly, it seems clear to me that the 
knowledge of such an objective connection, 
without the knowledge of the subjective links 
which help to form the chain of causation, 
is by no means the highest degree of know­
ledge, but that a full comprehension will only 
be attained by a knowledge of both the internal 
and external links of the chain. And so it 
seems to me that the obvious answer to Som­

bart's question (" whether the objective move­
ment ill the science of political economy is 
justified as exclusive, or as simply complemen­
tary?" I) is. that the objective movement can 

be justified only as complementary. 
Secondly, I think, but ~s it is a matter of 

opinion, I do not wish t'Cl' press the point 

with opponents, that it is just in the region of 
economics, where we have to deal so largely 

~hal we can observe obil!crive conformities to law in 
ni.lInan action, and fix th~m indu..:ti\<c1r ;vithrlut knowing 
and understanding their origin in Hlward stimulus. There­
fore there is 110 law-determined action withOut law~ 

determined stimulu:" but yet there is law-d~·tcrmined 
action without kllow}edg~ of the ~tirnulus of it. 
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with conscIous and calculated human actioll, 

that the lirst of the two sources of knowledge, 
the objective source, can at the best contribute 
a very poor and, especially when standing alone, 
an alwgether inadequate part of the total of 
attainable knowledge. 

Thirdly-and this concerns the criticism of 
Marx in particular-I must ask with all plain­
ness that if any use is made of the objective 
method it should be the right use. If external 

objective connections are shown to exist, which, 
like fate, control action with or without the 
knowledge, with or without the will of the 
doer, let them be shown to exist in their 

correctness. And Marx has not done this. 
He has not proved his fundamental proposition 

that labour alone governs exchange relations 
either objectively,· from the external, tangible, 
objective world of facts, with which on the 
contrary they are in opposition, or subjec­

tively, from the motives of the exchanging 
parties; but he gives it to the world in the 
form of an abortive dialectic, more arbitrary and 

untrue to facts than has probably ever before 
been known in the history of our science. 

And one thing more. Marx did not hold 
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fast to the "objective" pale. He could not 

help referring to the motives of the operators 
as to an active force in his system. He does 

this pre-eminently by his appeal to " competi­
tion." Is it too much to demand that if he , 
introduces subjecti,·e interpolations into his 
system they should be correct, well founded, 
and non.contradictory? And this reasonable 

demand Marx has continually contravened. It 
is because of these offences with which, I say 
again, the choice of method has nothing to do, 
but which are forbidden by the laws of every 

method, that I have opposed and do oppose the 
Marxian theory as a wrong theory. It repre­
sents, in my opinion, the one forbidden genre­
the genre, wrong theories. 

I am, and have long been, at the standpoint 
towards which Sam bart st!'eks to direct the 
future criticism of Marx, which he thinks 
has still to be originated. He thinks "that 

a sympathetic study and criticism of the 
Marxian system ought to he attempted in the 
following way: Is the objective movement in 
the scietlce of politicr.l economy justified as 
exclusive or as complementa'y? If an affirma­
tive answer be given, then it may further be 
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asked: Is the Marxian method of a q uantitati ve 

measurement of the economic facts by means of 
the idea of value as an aid to thought demanded? 
If so, is labour properly chosen as the sub­
stance of the idea of value? ... If it is, can the 

Marxian reasoning, tpe edifice of system erocted 
on it, its conclusions, &c., be disputed?" 

In my own mind I long ago answered the 
first question of method in favour of a justifi­

cation of the objective method as "comple­
mentary." I was, and am, also equally certain 
that, to keep to Sombart's words, " a quantitative 

measurement of economic facts is afforded by 
an iuta of value as an aid to thought." To 

the third question, however, the question 
whether it is right to select labour a> the 
substance of this idea of ,'alue, I have long 

given a decidedly";,cgativc answer; and the 
further question, the question whether the 
Marxian reasoning, concluslons, &c., can be 
disputed, I answer as decidedly in the affir­

mative. 

What will be the final judgment of the 
world? Of that I have no manner of doubt. 

The Marxian system has a past and a presen t, 
but no abiding future. Of all sorts of scien-
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tifie systems those which, like the Marxian 
system, are based on a hollow dialectic, are 

most surely doomed. A clever dialectic may 
make a temporary impression on the human 
mind, but cannot make a lasting one. In the 

long run facts and ...0~ secure linking of causes 
and effects win the day. In the domain of 
natural science such a work as Marx's would 

even now be impossible. In the very young 
social sciences it was able to attain influence, 

great influence, and it will probably only lose it 
very slowly, and that because it has its most 
powerful support not in the convinced intellect 
of its disciples, but in their hearts, their wishes, 
and their desires. It can also subsist for a long 
time on the large capital of authority which it 
has gained over many people. In the prefatory 
remarks to this article I s~rd that Marx had 
been very fortunate as an author, and it appears 
to me that a circumstance which has contributed 

not a little to this good fortune is the fact 
that the conclusion of his system has appeared 
ten years after his death, and almost thirty 
years after the appearance of his first volume. 
If the teaching and the defictitions of the third 

volume had been presented to the world simul-
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taneously with the first volume, there would 
have been few un biassed readers, I think, who 
would not have felt the logic of the first volume 
to be somewhat doubtful. Now a belief in an 

authority which has been rooted for thirty 
years forms a bulwark against the incursions 
of critical knowledge-a bulwark that will 

surely but slowly be broken down. 
But even when this will have happened 

Socialism will certainly not be overthrown with 
the l'vTarxian system,-neither practical nor 

theoretic Socialism. As there was a Socialism 
before Marx, so there will be one after him. 
That there is vital force in Socialism is 

shown, in spite of all exaggerations, not only 
by the renewed vitality which economic theory 
has undeniably gained by the appearance of the 
theoretic Socialisls:'but also by the celebrated 
"drop of social oil" with which the measures of 

practical statesmanship arc nowadays everywhere 

lubricated, and in many cases not to their dis­
advantage. What there is, then, of vital force 
in Socialism, I say, the wiser minds among its 

leaders will not fail in good time to try to 
connect with a scientific system more likel y to 

live. They will try to replace the supports 
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which have become rotten. \"'hat purification 
of fermenting ideas will result from this con­

nection the future will show. We may hope 
perhaps that things will not always go round 
and round in the same circle, that some errors 
may be shaken off for ever, and that some 
knowledge will be added permanently t() the 
store of positive attainment, no longer to be 

disputed even by party passion. 
Marx, however, will maintain a permanent 

place in the history of the social sciences for 
the same reasons and with the same mixture 
of positive and negative merits as his proto­

type Hegel. Both of them were philosophical 
gemuses. Both of them, each in his own 
domain, had an enormous influence upon the 

thollght and feeling of wh.ole generations, one 
might almost say even upon the spirit of the 
age. The specific theoretical work of each 
was a most ingeniously conceived structure, 

huilt up hy a magical power of combinat;on, 

of numerous storeys of thought, held together 
by a marvellous mental grasp, but-a house of 
cards. 


