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INFLATION-base and superstructure 

INTRODUCTION 

The cOllllllU1list movement in Brit in has eenerally and 
histor i cally been marked by on empt for Marxi s t theory. 
At no eta88 haa it been abl e t o baBe i ts pol itics upon a 
comprehensivel y sc i entific analysis of British capitalism. 
Nature a bhors a vacuum, s o with the a bsence of Marxism, 
bourgeoi s ideology in vari ous forms haa rushed in. 

In certain ar as, particul arly- the ques tion of the state, 
the an t i-revisionis t movement hae recognised and 
at t empt ed t o criti c ise incurs on of bourgeois 
ideology. But even here no camprehens ive analysis of 
base/superstructure inte:r-ralstion.s has been achieved 
(through l ack of inclination and l ack of itn01l1eli8e). 

A specific and current. iDstllnce of the failure to 
concre t ely apply a!Id elucidate MarxiBt theory . s the 
question of inflation. on thi e Iesue the rev18ioniets, 
and unfortunat ly almost all anti-rln'isionists. haTe 
fsil ed to escape the confines of bourgeois thought. 

One of the chi f bO\U"f!eoift explanations of innation la 
knOllll as t he c08t-plU8 theory. This theory comes in two 
versiO.M - 'lef1:" and right - which superficially 
appear as pol ar oJl'P08i ee, but which rest upon ici.entical 
and false theoretIcal. foundations. The 'left I version, 
whIch belongs to the category of petIt-bourgeo~ 
crl tioi sm of aonopol y capi talisa, has been widely 
a dopted by the Left in th1a country, aru1 has recei.ved 
expression in ' Stl'l1B8ie' (CFB) amODgl!t other papers. It 
s t .ates that innaUon 1., the result of monopoly 
capitaliatll deHberataly ra1ail\g prices_ '1!Ie risbtist 
version of the thecm,y r a tuns proll1nently in the 
speeohea of bCN1',geou polit1c1ane of var 0Il.9 branda. It 
a.ttribu.tes price increaaea and IllUch of the poor ecOl1Oll1c 
perf~ of Britain to -excessive ~ inore&8ea" lJOD 
by the 1Iforking cl.aas. 

As nei ther ~ founded 1n scientlfic political econa.y, 
th.ie eaSILY atta.pts to liellonstrate the inadequacIes of 
t.lleae explanatIcma and attempts to show that inflation 111 
the s pec.if1c to.r. 10 which the oaotra.d1ctiona of 
oapl taliat acClllllllat10n and the eocm.o..ic c.la8a struggle 
1U]lreS8 themselve8 in the par10d of state lIOnopoly 
capital. . 

It then proceeda to d.rhe &lid ~ ~ 1.Dta­
re!atiCJOol!l of base &lid. suparstruoture, ~ u;pllcltl7 
poll tical C<IIDClwslcm. there.1'rca. 



Y AND PRICES 

In1'lation as it jlnsenta itself is a III.)I'8terioua pbeDOJllellA)n 
ripe tor ra;rstic iDte.rpret.aUon by 'f'lllsar eoonaay. One 
.. Ilk a £1 note will exchange 1n the shops for ten loaves, 
the next week tor nine and the week after for e18ht . 

'L'be IIIYIStery 11es not only in the fact that tbe amount of 
bread that £1 ]lIll'C.ha8es decrea.eea, but further, that 
l:Iread and a sheet of paper with green linsa upon 110 
ahaul excbanBe for one anotbAtt. And y oth4r goods 
can be purohased for £1. At euy one t the qWUltities 
or dU'ferent goods plrChasable per t 1 note atands 10 
same deE1n1te ratio . 

o as the fact ot >1!'rl1lteDce 01" ezeb..-np Yalue does 
DOt uplAJ.o i taa1t, but an the cODtr:lt:Q 
caat.ra4.1otion iD t e:rma. we ImSt u..at.o. t bet'on 
l oaldng at innatian. 

Tbe cont.rad1otion of exchange ~uea 18 that uehange 
rerulare equal objects which diUer in natural lODl. 
!'h1a 18 pcl8Blble 'beCl&ll8. exchange 'Y1Ilue la an 
UlID&tural. a.ttribute, not a property 01' ~ty as a 
lIC'ticular material objeot, but rather an a !IQ with 
9b.1cb i t 18 end.cnred by the eoo.:ial and 1.echn1cal 
condi tiana oC the society in 1Ih.loh 1 Ut Pl"Oduced. 

The rUst preaupposit:Loo of exobange Talua 1a Yalue. 
Value exieta whftevu labc:lur la social rather tba 
pri_te, 1IbereTer the product of labour 18 Dot 1Ibol1.1 
desUned for the CCl:l8UllpUon of the ~te producer. 
'1'h8 q,lue of' a product le then the qu.antit, ot labour 
wh1cb. eoci.riy IIIIlat d1rectly an4 1lldirectl7 dnot.e to U .. 
productlC11l. 'l'bat 18 to say, it ia 4tqUal to the labour 
d.i.nctly expended iD the objeot's productiOll in ad41t:Loo 
to the labcntt ubodJ..ad ill ru IILter1&l.a. pl'U!ll Uat 
portlal or i.be value of the J.nstru.en1a of ~u.an 
(l.e. tool., mach1nes ) us.d up ill the productiaa 
procese . 

apnlc or tha qwmtlt7 at labour that eoc.1eV.!!!!! 
.. .ean tha ~ quanU't7. baY1D,t in .ms the 

~. 

') 

uietlng technical conditioM of p:rod.uctian . The values 
of products are thus properties of the technical 
conditione of social production , of the degree of 
development of the farees of social production . 

The existence of soeial prodllction. and thus of value, 
does not of 1 taelf auftice to a:ngender exchange value. 
The great worlts of the el.ave socleties of ant1quity are 
results of eocial productian requiring the expenditure of 
definite large quant1tla of social labourj they were 
thus values. '1bey .ere never, b01lever, exchange values. 
For value is always a b1ddan relation of production - it 
can never directly ppear as an aspect oC the product. 
This follows from the nature of value; labour embodled in 
production vanishes whilst transforming the object of 
labour (raw material, land, etc.) into the finished 
product. In those societies, however, where socW 
production is combiDed .ith senaralised private 
appropriation, value 18 indirectly manifested. for this 

\ 

combination gives rise to e%ch&n&e value, and -the law of 
value ..• only begins to develop itAel f freely on tbe 
ba.ais of cap! taliBt production." (capital Vol. I, p. 587. 
Kerr). In capita1i.at society. social relatione other 
than value relations enter into the quantitative 
deteraination 01' .m!w.a:Ip value . These relatiOlUl w111 be 
emaiDed la erl meanwblle they will be ignored f'or 
expCIs1tianal purpoau. 

hc.bange value ia possible beaauae both poles of the 
exchange relatian an ..-.lues. Butter and esgs are 
equally valuss, both requiring the expenditure of social 
labour in their productionl in thi8 aenae they are 
equivalent. In the exebange relation ane cammod.i ty 
expresses ita value ill the material form or use value of 
a second collllllOdUy . 'rha fact \;hat value IUUBt be erpr8saed 
indirectly in the fem of another cOlDDlOdity's 118 value, 
follow!! fro the h!poaaibill ty of direct expression of 
value. 

"To begin with an stUate of the YILlues of collllOditiea, 
for instance in terIIIB of 1I01le)', C&D obrlously only be t he 
result of their exnhange.- (Capital Vol . Ill, p . 174. 
MoacOlr) • 

-aloney, llle eyar;y otber comaodi ty , cannot eX}lI"8S8 the 
lI8&flitude of ita ~u lIXCept relatively in other 
c~t1 ••• rt (Vol. I, 11.104. Ke.rr). 

The poaelbillty at equating distinct use values arises 
tbe7 &re cOlllllClllly products of social labour. 

'!'be qua.otHatiY. ratio ill whieb they excllange Ja 
det.em.1ned b7 tba rat10e of their Talues. ~ 11' llb of 
bl:at t.r ~ 30 IlI.D:rtea 8QC1al labour I and one • 
requ1.1'es 1'1ft IIimltes 1IOC1al labcNl-, t.b8o the urbpp 
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value of 11b of butter ~ 6 eggs . ThUB one commodit y can 
expres s its value in a d finite Cj1llUl t.ity of any other 
commod i ty -- s o long ~s both are products of equal 
amounts of s ocial labour. Thus: 

TP.E GBLERAL FORbl 

1 t on i::-on 

~ cwt copper or 
llb silver or 
1 1l 1l: eold or 
2 sheep or 
etc., etc. 

~e can equal ly have t he inverse rel at ion: 

UlHVERSAL ~Q.U lVALENT FORM 

1 cwt copper 
1lb silver 
1 oz gold 
2 sheep 
etc., etc. 

1 ton iron 

Inmedia t ely above , all commodit i es have expressed t heir 
val~es in one commodity ( iron) equ ivalen t t o all of them. 
3y t hus s et ting aside one oomnoO!t.y as the univer sal 
8gul .vaJ.ent , t he comparative values of COl1llllod it1es 
relative t o each ot ber MaY be expressed In t erms of this 
universal s tandard . 

Thi s rel ation, wh l e revealing comparative valUes, does 
not permi t the discovery of absolute values. For if t he 
values of eopper and i ron both double, t he exchange 
values rel!lain unchanged, since ' on of copper rill s t il l 
have the same val ue as 1 ton of i ron. 

The pDsaibility of a universal equivalent f orm of 
representatioD of value, is inherent in the operat ion of 
exchange value, but is i n itself a purely formal or 
deal rel ation . Fo i to be realised n operation, t he 

universal equivalent commodi t y mu t be s et aside from 
other com.odlties by social practiee. It must become the 
"res8rvedn or Mex l uded- commodi t y whose importance is 
due to t.':te fact t.hat it performs this functi on above any 
considarat ' on of i t ll use value in manufacture or in 
consumption . 

"These co_oditlee (gold and sUver) performing the 
function of money do not enter either into productive or 
into indirtdual ConSUlllption. They represent soci a l 
labour fixed in a form in which it may s erve sa a mere 
circulation machine." (Capi tal Vol. II, p.1 54, Kerr). 

This set t i ng aside sho Id not be interpreted 
idealist ically sa a convention or specific Bagreement". 
Wb.~ com.od1ty exchange is limited or assunes the for. of 

'5 . 
occasional barter , IlIJ between tribes, some pre-
exis ting s tandard of weal th determined by t he mode of 
production and ideol ogical structure of t he society -­
BUch as cattle - can serve aB universal equivalent. In 
BUch an economy where exohange is the exception, and 
exchange assumes he f orm of barter. the particular 
material inearT~tlan of t he universal equivalen wi l l 
inhere i n t he most sign.! ioant form o f social wealth, e.g. 
in a pastor 1 soc i ety ca l e or sheep would perfo!"m this 
t\mction. So we wauld have the expressi on: one wife" 
two cows or ten sheep; or one sheep = one pig = '15th of 
a cow. 

All production moves away frOQ the exchange of surpluses 
with production increasingly orientat ed towards the 
exchange process i tself (8 process which develops f irst 
between , and then within, t r i bes) . so wealth is 
incre sinely " token sed"; i.e . omething t hat i s not 
i tself weal th comes to represent the universal 
equ i val ent. Soc i al weal th can be represented in the form 
of s ome much more convenient object whlch will facili tate 
commodity circulation and hence production. 

Money then, develops through various intermed iate forms 
(cowrie shells , bracelets, etc.) before t he form of lhe 
preciOUS metals (at first allmetals are prec io~s, but as 
all except gold end silver become re l atively plentiful 
the latter are experient ially arri ved at as 'preCiOUS'). 

) 

Barter develops thus into commodity c ircul at i on, and wi~h 
commodity c irculat ion the universal quivalent, the 
ercluded commodity, develops into money; and "price, in 
1 t.s ~neral meaning, is but value in the form of rnoney". 
(Capi tal Vol . III, p. '9~, Moscow). 

Commodit circul ation is a neceasary effect of the 
expansion of exchange economy -- of production i ntended 
for exchan«&, not direct oonsumption by the producer . So 
here we can define a commodity: it is some uae value 
produced , by isol ated indIvidual s or groups , with exchange 
and not CQlUlUllptiOU in mind. 'l'be essential corollary of 
this 1.!1 the Ill&U"ket -- the enabling and restraining area 
of social control of produ.otion. Products which ca.n.not 
consistently e~ge in the ~ltet. are not 
commodities - tJley ha .. e no 'value'. ~refore it. can be 
said that cOlllllOdities are UBe values intended for the 
market. Tbe .arket is tns social .edlating process 
between isolated prodncera. This is a social (l . e. 
1Ddirtdual1ssd IUI oppoeed to co l ect he) s lation. 

"Only suob JI%'Oduots can beeoae colllllOdi ties wi tb regard to 
each other, IlIJ x-.8U.lt 1'ro1II dif ferent Idnds of labour, 
each be.in8' carried on independently and for the account 
of private ind1v1dU&l s . " (Vol. I , p.49. X.rr) . 

". •• in fact., it 111 only on tba b~is of cap1 taliatie 



production that products take the general and 
predom.inant f01"1ll of commodities •• • " (vol. I, p. 6}9) . 

" In order that capi tal may be able to arise and take 
contr ol ot production, s definite s ta&e in the 
devel opment of commerce mu precede. This includes the 
circQlatioo of oomnodltles, and therefore also the 
production of commodities; for no articles can enter 
cirC\1lation in the fOrlll of co odi les, unless they are 
III&I'IUfactured for sale , and intended for commerce. But 
the produ,< 1 commodiUos does not become the normal 

e of production. until t f ruIJs a.s its ksia the 
capi tallat ayatDl of production." (Vol. II, p. 40 , Kerr) 

"'!'his re 1Nl t becomee inev! table . as soon as labour 
panr 18 sold u a cOlEodi ty by the I /'ree' labourer 
h.imeelf. It 1.s from that time OD that the production of 
cClllllllodiUes be00ll18S universal and a typic~ form of 
production. Henceforth every product Is intended at the 
outset for sale, and al l produced wealth passes throug1l 
tha Qiroulatlon (process). The production of commodi t ies 
does 001. i_pose itself upon the whole society, unt il wage 
labour beeomas its basis. And only then doee it unfold 
all ita powers. " (Vol . I, p.643). 

l!IIrter exchan8e only occurs if t1{O cOl11JlOdl t.y owners both 
want the commodity owned by the other, whlch sets 
narrow l1m.1ta upan po88ible exchal!ps . Generalised 
exeba.np requJ..ru .ed1um of circulation , for whlch a 
collllllOdltl 0WIl4Ir can sell bie cDDllllOdl ty and rl th which he 
Is able t o purahaae other commodities separated from his 
u, time a:a.1/or epace. 

WbeD one collllOd.1ty comes to funct10n Ba the medium ot 
o1rculaUoo, it al.so UII\mBS the role of universal 
equivalent . 'lhe tuaion of universal equivalent Coni, 
with the cUua ot circulation, engendere the oney fam. 
All the lm.lYera&l. equi9&lent, money la both the M&aure of 
Yalue an4 tM atandard of' price. 

It .t. .. IM&INre of valQe by virtue of being t.he aoc1ally 
e~bl1ahed 1nean:Iation of labour tille. 
It le .. stuuiard oC price insofar as 1t ill a definite 
w.ight of tbe univeru&l equivalent commodity. 

Aa a ~e ot value it expresses the relative value~ of 
co..od1tiee U pricell, in the fora ot t.aginary quantit ies 
of the universal equlYal.ent ocmta.1n1llg tbe aaae labour 
U .. u the oa-odity bein8 lleaaured. Aa standard of 
price it measures quantlties of the universal equi~ent 
.in 1.£I11III of _e st.andarcl of weight. 

I"e bave ~ that Yalue, UI a social relat1on, can never 
be dlreet1.y -.n1fest. it 111181. be Hpreaented in Ua ram 
of nebanp value. Price, wue expreued .. ~ 
.utle in tex.. or .an.,-, ret&1ne all the CCIItJsdioUaI'Ia 

7. 
of uehanp valQe. Val.ue Heel f 1a an a.epect of the 
condi tlona of social. prodllotion and cannot cha.n8e 
without these conditione abansing; without Saa8 increase 
or diJIIlnut.1on in the productive powar of social l abow: . 
Price, can and does frequently ahange w1 thout a change In 
't'&luea. Being .. lIIore or Ieee accldental rel ation betw8i!n 
two cOIIIIIIOd! ties, the lIODey f orm already allows of the 
possibil1ty for divergence between t he relative pric8e 
and their relative valQ8s . It aleo permitll the 
poosib1l1ty of changae in absolute pricee (i .e . price 
levels) without ehangea in .. bsol'llte values. 'I'larefore 
wh1lst the ba8is for the exi8tence of price Is firstly 
value, 1.e. social labour, and secondl y , exchange 
bet1r1!len private appropriatara - OMe brought into being 
price can also renec t other social relatiDn8. For 
1n8tanee land, thou&b possessing no value (a.e it is 
produced by no man) has a price ; and the social rel ati0D8 
whlch give r ise to thJ.e price of land are explained in 
Capital Vol5 III and IV. 

Inflation in Hs 8ltotu-ic not ion presente itself to us a.s 
.. general rise in eo..ad1ty prices, for such a notion 
corrllsponda to 8IJl1rleal phenomena of the capit.ali:!t 
econGlll)'. 'l'he ta.eIt of pol1 t1cal oonolQy is to d1acover the 
social relatians which engender these phenomena. 
Analyai8 of the price fOnl reveals it to derive froll two 
s8ta of relations -- value relatione and relatione 
governing tbe repra.Antatian of thoee values in tile shape 
of prices. Inllatian must thus be analysed In ter.a of 
these two seta of relations. 

In add! tion t o being a easure of value and standard of 
price, .:mey ia 'the medi\DI of exchange . All INch it 
enables a ..as ot coa.od1ties of a givan price to be 
transf~d into ~ other set of commodities having the 
same price. Considered in itself INch a lIIovement 
conserves valuea, ~lthsr u,creasing nor decr8aaing tnem. 
'DuI cOJaOClity _r enters the IIIII.rke t with commodities of 
.. gi'nD value (so -.Jch cryBtal1iaed sociall y nece~ 
labour tlm.e), and o;changes them for their value 
equivalent in --7. This phue ie conventlally 
81gn1fied sa C-M, 1.ndicatlna' the me1.&morphoe1a of a 
siTen value l'rc:a the colllllOdity atate to the maney state. 

'l'he seoond phase of commodity ciroulat ion i s the purchase 
ot n.. cODllllOCll t.1ee rl tb the monay thua 1'8&1 ieed • This 
conclu.d.1n& pbaa. a s1p11'ied by JI..C . The un! ty of the 
two phaeae 1a s~f1ad by C-~CI Le . the transactions 
UtI now seeD as ane procesa where the Yalus starts a.e 
oo-u.ty, pupat .. &e lIIoney and nerges trOll its 
•• t.amorpbDllia _ ~odl t1 onea more - but a eom.od.i ty 
whoe. use value has been transformed. CODI!Iidered in 
terIU of Talu. it le • o1rcuit, whereas rr- the side of 
1188 value. it 111 a lu,ear acT.UNnt fl'0IIl one lUIe value to 
auothlar. 



B. 

Eaeh pha.se is at t he eame t U!e both sale Md purchal!e , 
but for auy on.!! value, he act of sale and purchase ar 
distinct antithet. i cal aspects whose uni t y la t he circuit. 
'!'here is no sale without a purchase - the C-M of one 
value is the ~C of another. In t his way the circuits of 
dJ rre~t valU88 are interdependent . On the oti1er band a 
Yalue pasaing through phase one i s not constr ained in the 
same way to pass t hrough the second phaBe , thus compl eting 
the circuit. C-M-C ie the unity of opposites but the 
opposite po ea are pot entially separable . Insofar as the 
separability is real ised wi t h the value resting i n the 
shape of money, the very i n t erdependence of t he circuits 
of different values resul ts in a breakdo.n of the 
traD!!lation process. Insofar se val ue res ts in the 
money fOnll, money itaelf ceases t o act as the mediUI:I of 
circulation and so interrupts the process of 
c1:rculation • 

Tbe potential contradiction in the form C-~C. expresses 
the contradicti on between the two conditions of 
exi stence of coJIIID.odity production : social l abour and 
private apprapriation . 

The co~ L eaters th mark t as t he real resul t of t he 
private apJIl'OpriaUon o f nature t hrough labour, and. in 
order that this 1 bour may qualify as soc i al , t he 
cOJlllllodity IllUBt realise i is price . Whilst the cOlDlllodi ty 
IllU.8t 1Ml converted into mon.ey , the l a tter need not 
imaediately bl reoonverted int o a comaodity . Inasmuch 
then, se C-M and I&-C separat e , value remains as money , 

\

1.e. money se!l'Ull8e the form of a s tore of value . Money 
... a etore of value la the anti t hee i s of money as me8Il8 
of circulation . 

Money is t.ImII : a me~ of value , a s tandard of price, a 
mecllum of ciroula.tion and a s tore of value . The-lie aapects 
determine ita matarial incarnation , which is pre­
eminently gold or silver. This i a due t o their great 
scarcity ~U8 in tarma of the amount of l abour social ly 
nlcessary for their ert.ra.etion l eo the actual amount 
required in order to Irreot circulation is phyeioally 
1SIIILll . bir great density and res atence to corrosion 
makee the good pe.rIIIUlent IItore o f value. Their low 
mll ting point and .alleabllity make thea easy to mould 
into ooin . Poaae88ing all these at tributea, part icularly 
that ot inertneaa, .ekes gold esey to extract with t he 
.est prt.itiYe ~.chnolo«1. 

Gold than. O&D eerve &8 the lIIODey INbatance becaWle it 
is iteelt a "t1LlUI and a ~t1. aDl my ~ty caD 

potentially eern &8 the uni ... raal Iquhal8llt. Ita 
stleotic:m .. UD1nraal equi~eDt frta UODg all other 
~d1 tie., derl n. frta ita properties rendering It 
auUabl.e to be .... d.iu. of u:chanp aSId "tore of "t1Llue. 
1dopted .. --1 It EIrl "tUl be produced &8 .. 
~t1. Originating .... ~t1, i t is (wbere 

• 

money 1.s 1ltlCOined gold} a1JIn1l.taneou.!Ily lIIoney. 1\ 1.1mB 
derives frea other commoditIes, in that it entere 
ciRQUlation with the phase M-C; it parchaees wi t hout 

eellirtg. 

We have so ~ derived the concept of money f rom the 
developMDt of the fDr115 of exchange value and the 
needs of oomaodi 1.1 e1.roula1.icm. COlIIIIodi y circu1ation 
as a process of exchange of equiyalent valuss requireS 
a aea.su.re of value and a med.ilDl of exchange, frOll 
which t.o needs the other aapects of money &S standard 
of ~rice and store of value necessarily fol l ow. These 
then are nece8eary dete:m1nationB of money given 
commodity circUlation, ocmaodity circulation cannot 
oocur without the existenCs of such a money. The 
determination of money ae being gold , however, differe 
frOll the other detexa1DAtiODB. We said that gold and 
sil ver were pre-eminently suit ed to act as money by 
virtue of their proper-Ula (denaity, scarcity, great 
value, etc .*): thia is trul only upon t he a.8SU111ptiOtl 

that the only rellLtlon eutering into the determination 
of the 11One1 substance that of exchange of 
egu1yalent values. T\l1a a.sSUJlllltion amounts to 
cOTUlid.ering c~ty circulation in abstraction from 
the totality of the eeona.)' i n which exchange takes 
plece . I n fact cOllllllod1ty circulation a l ways occurs in 
a real econOlllY. wtd.oh moreover is a oam !nation of one 
or IIlOre modes of prodUotion . 

Now a mode of producUon implies t he production ot 
goods or ulle values an4 a1mul. taneouely t he 
reJll'Oduction of both the technioal and sooial relatione 
of production . CamIIOdity circulation stems from, and 
la an integral part of, the reproduction, both technical 
and social, of one or more modes of production. The 
validity of oonlJid.er1n4r cOllllDOdity circulation in 
isolation fra. tM lIOde(e) of production which 
eng8lldn{a) it, la \h&t thio enables us to examine the 
formal propertIea or circulation 8.!1 such. ScoW 
production and private approprie ion are necesll81'Y and 
sufficient oondi t ions far comaodi ty ciroula tion to 
exi.at and to determine the ftrioue fo= of exchange 
value clraulatioB in money . On the other hand 

*PropeTtiee and ru.ctiooe of gol d:- 0 

Soft , luetroua. r-llow lIetal, me! tfng point 1063 Cl 
specUle gra ... ·ity 19.}; ductill, IIIalleable, good 
conductor or heat and electricity. Being low in 
electro-oh.-1cal series not affected by air or water 
no:r any singll m1.naral acid. 
sllverl- 0 
tuatroua , white, yery !Notilel melt1n8 point 960 C. 
SpeoUic ~t7 10. 5 i best eOIlductor of heat and 
electriolty known. Hot .t~d by air or aolsture 
..1. rDOII toperaturtl. 1.'al:n1ahee in preseuce of INlphur 
oCJ8POllDda. gowg to tha sulphide. 
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abstm.cUng trOll the mode of production we cannot 
derive lUlything IIIOX'e than fo1"lll:l - we cannot derive the 
:speeifio content of these foJ:IIIS . Conc~tely, .. l thout an 
analysis of the mode of production and ita social 
relations, we cannot discover the laws govezning the 
quantitative magni t ude of absolute and rel ative prices, 
nor the aning of such erpressiolU! as the pr ice of 
18l1d or of borrowing (interest). 

Aa • r esult of this dlgression we can now oontinue tbe 
analya18 of the substance of 1Il01U1Y. In fact t he concept 
of lIIODey derived ~ lhe analysis of e.xchange value 
itself, ahowa ths neceesity of going beyond the 
.1nimgm rel&tlons presupposed by mere commodi t y 
c lraulati an. One attribute of money that we i dentified 
was that of .etandard oC price. Tak ing onl y value 
relaUODl! int.o &ocount this ~l1es that the s tandard oC 
price 1a acaB d.finite qwmtity of the universal 
.quiY1ilent - 5011\11 etandard weigbt of gold . Commodi t y 
circulation requires the creat i on of pieces of gol d of 
.tandard wa1gbt, but doeB not in i taelf provide t he 
meahanJ.n tor thdr creation . COJIIIIIodity e~change takes 
place bet.em iruUrldual cOllllllodity owners, but the 
IIt8ll4&rd. of price IIIl8t have social as opposed to 
IDd1:rl.d'G&l ~t)'. From whence does this come? 

A condition of ex1etence of commodity circulation is 
~ uilltence ot 8aIIIII social surplus produ ct . 1Io t this 
18 e1Dultaneoualr the condltion of possi billt y f or 
exploitation and thua ot claaa society, . hlch itself 
JKpll.e. bTecooc1lable ~SII and claa.e atruggle . 
'!he plD:'p8tuat1G1l ot the dominance of an erploi Ung class 
"~ tU ex1etance of a pol! tieal and ideological. 
8I1perstxucture 111 the CODI of a state. It is only the 
sute which CUI Mtalillah and enforce a standard of 
prio.. '!he etate can establish a standard of price , 
but q ~ 1t dO eo? 

.... should raaber that 1 t ie only with the 
eat&~t ot the specitieally bourgeois state that 
tu ruliDB olasll itsel! 1a directly dependent upon t he 
lIIIOOtb oper&tiOl1 ot c~ity circula t i on . In general 
it CAmIOt be 8.88WIIJId that the state h&a a central 
priority ot ensurlng tree and uninterrupted oomaodi ty 
o1rculaUOD. 

'l!uI key to tb probl ia to f ound in the first 
IItate lICniaa. '!he t1%1st atate money 1I8a coin usued in 
the ki.J:I&do. ot lJd1.a in the 7th cent ury B.C. They t ook 
tluI fora of in80ta st&llp8d with the royal aeal. 'lb. 
insota' .e18ht ... standardiaed t o. a remarkably high 
1 .... e1 o.f accuaoy. tu mean devIation being only 0.8~. 
All of t.h1a would 11"111 to Corrtl!!lpond to what one would 
e%p8ct rrc. ..,..1ntng the needa of c ollllOCll ty 
c1roulatioal banTer, then .." one f t ure of the 
1D&'o.ts which would eea to ghe tla 11. to their other 

11 . 
characteri stics -- they are made of gold/sllTer alloy 
and not pure gold. Moreover, the percentap of gtlld 
which they cont ained was subjeot to great variation , 
ranging £'ram a IIIa1imum of 55% 0 a IIIinimum of 31,&. 
Thus the values of the individual coinB Tari es greatly. 
Aa they were i s sued prior t o the diecovery of 
Archimede.e ' principle , there was haw8'Ver no way in 
"hleb the UBer8 of the coins could discoYer the ir gold 
content. The onl y conclWlion we can draw is that the 
Bu te deliberately iS8Ued a debased coin . Aa t heee 
.ere the first coin i.esuad there IllUBt have been aOllle 
method by .hich the ol d lIIed1um of circulati on (gold) 
could e~change for the nn (allo)' coinB). Merchant a 
handed in gold and .ere giTen coin to t.he 88lIIe .. eight, 
bu the coin contained leas gtl1d . Ths surplus gold 
then accrued to t he state as a t&x upon the lesue of 
IIICIney. 

Bare.. see a new funotlon of money, t o serve as state 
revenue , a function 1Ihicb axilles st.u.l taneolUl1y with 
coinage . With metallic ooinage there axe tlfO war-s in 
which this ma:y occur; the mint charge ~ debaB8lDent. 
A minting charge eMble!!l t.he atat.e to rEUse revenue 
even when 1 tissues pu.re gold or eil ver coin. A.ssume 
the coin to be pure ailTer and assume each .. eighe 5 
gramB. nm.s 200 coina _ i gb. 0IlI!I ldlogrlW. SUPpo8e a 
silver producer .119hu to convert his sUver into 
mone)'; ha takes it to the mint end is given in retu%TI 
coin . ~t f or each Idlo of silver he receives lee8 than 
200 coin, say 150. 'l'be mint tbws r etains 250 gra.a of 
eilver, some oC which goes towards the cost of minting. 
SUppose 50 grams an the equivalent of the cost of 
minting, the state thue raiees a revenue of 200 gra.a . 
'the state IIlllting charge is .. hat determines the excbaDge 
value of aUTer bIllllan in terms of minted dIver. In 
this ca8e , 1 kUo of l:tullion ttrua has an exchange value 
of 750 graIIIS of B11nr coin . I f c01ll contains 5 grams 
of ailnr th1l!I alao det.ermiDea the price of sUver; 
i.e. 150 coin per Idlo of umaint ed silver. 

When there exists e. Il1nting charp i t is no longer 
neceell8r7 tar the oow to haTe & un.ifora _talllc 
st.and.ard. ~ 1natllllU, 1£ a standard 00111 i.e 5 grP8 

a 25% minting charp .. aban allowa coin.e ot utalllo 
values between 5 grUII!I Blld 3.15 g:l'8II8 to oirculate 
alOlJ88i de one another Ba equivaleJltll . It the sl1nr 
content talls be1C11J '.75 grams, then t h e standard 
coin.e ~l baTe a allver content .noee price exceeds 
t heir f ace ftlue. ro:r inet.ance it the lIIint reduced 1he 
!!Iil ver content at 1 tit ooin to 3 ~ whUat still 
lsl5Uin8 150 ~ of a1nt ed sll ver f ar every kilogna 
01 bullion , i t would beoaae profitable to ~lt da.n 
t he old 5 g1'&II coin . 200 5 &rail coiD . eigb 1 Wo, 
but. in return one could obtain rrc- the llint 150 ~ 
of 3 gnm. ooin • 250 coin. JilO1I since coin not ail'fC 
are the standard ot prioe, a profi t ot 50 coin CN1 be 
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-.de hrou&b melting dawn old coin. 'l'b8 mint charge 

hus sets & lower limit to t he sil ver content possible, 
withou1. resulting in melting down coin . 

In caru:1Ul1ion to this sect i on on money and pri ces, we 
can say t.hat the prioe foI'UI ari es aut of the needs of 
deYeloped coaaodity eJCchanse, and that it necessarily 
entails t e existence of money. From a very early 
period, llOI'Iey in the state money form (in.1tially coin ) 
tUee on the function of being a source of state 
revmme. '1!le deyeloped exchange of cOllllllodi U es 
requ1r~ the money form. so that the e.x1stence of oney 
and prices is cont1n8ent upon 811 economy which engenders 
eolllllOdity 8;Z:ohange. The establishment of money however 
devolTee upon t he state. '!'huB whilst. cODllllodity values 
are the raeult merely o f the social division of l abour 
oommodl t y pricslI are the expression not only of value ' 
r elatione but al.Bo of political relations i.e. of 
euperstruot~/a1&8a relations. 

CA'PnALlST m'LOITATI ON . 

In capitalJ.st society the eans of production are 
concentraud in the hands 0 the capitalist l ass . The 
woridn« al.aaa, lackin« the means of production. can 
surviYe only by selling the one commodity tMt can be 
vroduoed yithout mean8 of production -- l abour power.­
Labou r payer Is the ability to labour and its value , 
like t ha t of any ot her commod i ty, i s determined by the 
l abour necessary for iLs own product ion and 
reproduction; that I s to say , its val ue is equal to t he 
~ue of the mean of subsistence consumed by the 
labourer alld hill family. Ita value 1B tlrus susceptible 
to variation for two reaso • First, the physical 
qUADUty of the bundle of COIiIIIIO i tiea which l118.ke up the 
means of eubaistenee y change withoui. the value of 
any colllllOciity changing. For instance, f the weekly 
consumption of meat by workers' f amilies dllOl inee 
wb.11.st there is nO oompensating increase in the con 
consumption of any other oommodity , and if at the same 
time there i., no change in he values of any 
commodlties, then e can say that the value of labour 
power baa !Secl ned . Secondly. without there being any 
III teration in the ph;yllieal consump ion of cOlIDIIodi tie5, 
the valuaa of t hese ooamod.i ties may change, for exampl e. 
through l ower wheat, and therefore bread, prices . 
Thu.e. the value of l abour power Tariee according to the 
stBJ'ldard of l ife of the labourers (in the context of 
activity rate and clialatic demands) and t he production 
technique., in t he i ndustriea which contrlbu. e 1.0 t he 
supply of worker s' subaist ence goods . 

.Prol etari ans fro "proles", the Latin f or oftapring -
what t he Pl ebeans in Rame had <la t heir only hpropert-y"' 
__ t heir sole "means ot product i on-, theaselT88! 

The value which labourers add per day to the means ot 
produotion-. 111 trane farming he. into fini.5hed 
produots, ia equal to tha number of hours wor ked each 
day - the length of the workill8 day. In capitalist 
sooiety prodUction only takes place on tbs condition 
that the working claea h&e Bold its l abour power to the 
capitalist olass . Once a capitalist has purchased a 
worksr's labour ponr ha, like any purchaaer of a 
oOllllllodity, is fne to enjoy ite use value. corurumptlon 
of the use value of labour power CODBists of getting 
the la.bourers to t.ran.ero.n Ule IJeIUl8 of production int.o 
finished products. In doing this the labourers add a 
working day's labour to the value of the !Deans of 
product.ion. The length of tile working day is alway15 
greater than the value of labour power, so a part. of the 
working day suffices to reproduce the value of the 
worker' 9 lIl8ane of suba1atence. Thus the value added in 
the process of productiOD o:ceede the value of labour 
power, the workere produce B surplus value. 

'Because both the IIeaJUI ot production end the labourere' 
labour power are by d&ht of purchase the capitalist's 
property, so :1a ttt. t1n1abed product . But the value of 
produot 8Dlesda by t.b.e &D:7IUlt of the eurplua val\18, the 
value of the Han8 or production + the labour payer 
which he purclla.Ba(l, &Dd 110 the nJ.ue which he 1nl tially 
advanced ba8 expanded by an aaaunt equal to tha 
dif.ference betwem the langth of the working day and 
value of labour ponr. It is th.i.!l expansion of the 
original value that -.!reil that original "fRlue not ju.et 

\ 

YBlue but oapital. 'l11e only portion of the origi.na1. 
value which. ba.s in reality expanded is that advanced in 
purchasing labour powerl that which praviouely bad the 
form of means of prodllctian ill IMlrely ~esarvJlcl in the 
end product. rer this reason Marx cal~meana of 
productian CO.l'l8tant oapHal as their value is merely 
paaeed on to the product; the labour power which the 
capitalist has purchased he calle varisble capital, 
because it crea.tes mon value than tbat which it can 
it 11 elf col!llll&nd in the IIIIIrl<e 1. (1 . e • in wage s ) • 

"JUlIt aa the conversion of money, and of value in 
general, into eapit.a1 ia the CO:lstRllt result of 
capitalist produotion, 80 ie 1 B exist!lnce as capita 
iill canat&nl lIr11canc1i1.ian. By its ability to be 
transformed into. aDS of production it continually 
commands unpaid labour and thereby lransforms the 
procesees of production and circulliUon of commodities 
into the ~ction of surplus value for i~s owner , " 
(Vol TIT. p.~9) . 

.Keana of prodlultlon: the cOlllb1n&t1ml of Instruments of 
Production - toolll, II&Ch1nes, BJ'\d Object of Labour -
rew matuiale to be worked up with those inatrwllmts of 
labour . So 1ndJ.ddual IIe.ane of proc:lueUon (a product.1n 
el.-nt) would .far instance be a .factory. farm, aina, 
eto. 'l!l1.e la 1.ha pbys1.oal fo"tW or oONl1.sDt capHal. 

/ 
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~ appropriation of surplus value by the capitaliet 
in DO W8:1 violates the laws of commodHy exchange. 'llIe 
worker eell ing his labour power may receive fi'QIII the 
capi talist its tull nlu.e, but this does not prennt 
the capital1lrt appropriating the surplus n.lue which 
the worker produoee. I t la precisely because the 
BUrplus value haa its or i gin in the production process . 
and not in exchange. that its capitalistic appropriation 
ie 'leg:ltl.mate'. l.e . does not violate the exchange of 

\ 

equivalent for equivalent. In fact the exploitation of 
the wor\dng claae 1.8 a direct outCOIIIfI of the exchange 
ot equi"f'&lent values . It is therefore not at varianca 
w!th, but tully enccapasaed by, bourgeois juridical 
notions of "right". n juaticls" and "equity" . 'llterefore 
tb re 18 no basis either in base or superstructure for 
the pet.1t_bourgeoia/populist critique of capitalism for 
not being founded on "fair exchange of .. qual values". 
(c. f. IIa:a 'J'cnerty of Philosophy', ~els 'Anti­
Il.Ihr1.D&', and I)l&els 'Origin of Private Property, The 
Fur.ily and '!be state'.) 

For wba.t the capitalis t purchases when he gives the 
worker a wage i8 not labour itself, but labour .J:!!!!!!.I 
the tIlll potential enargy that can be extracted tram 
the wortce:r when eat to work u.pon the capitalist's 
tc:aa. 'I!h~s •• ot course, are terms of explol tatton 
PCreely<' entered intol because the worKer ha.a previously 

h1B1.orical terms) been "freed" of his individual 
.aaDB of subsistence (by e.g. enclosure and 
1I8cbanitmtion) which have been accumulated in the 
bands ot lndhidual capitalists. So t he wCJliur is now 
"fr e" to work for this capi talist or starve . 

SIMPLE REPRODOCTION . 

If tuly mode o~ social production 111 to ban IIIOre than a 
neeting xistece. it. IZIWIt reproduee its own 
precand.1tlQD11 of existence . 'lbi.a reproduction IlJUSt ha" 
t.o ILllpeotBl reproduction of the technical conditiOll!l 
of produotion, and reproducti<Kl of t.he sooiAl 
conditiona ot producti on. In the following we examine 
the latt..er aspect only insofar as it i.a ..rfected 
t.hrQugb he circW.a ion process; t.be part played by 
political and ideological class truggle in the 
rep:rocmtt.iOll ot capit..u.urt social r elatiOQl!l is for t he 
_ent isnored. Further, we initially conaidsr only 
st.ple reproduction, that ia to say, we consider the 
conditiona neceaa.ry tor reproduction, without 
e:a:tCUlion or al ter:ation of the social and technical 
eonditiona of production froll one period to e next. 

ID e1'llW1nlag aiJlple reproduction ODe can ch.ose ~ st.&4la 
iD the proeeaa ILII one' It starting polllt' ae all e~s 
are both begin.in8B and and..e of an iIlldlulI procellS. For 
the sake of convenience. howeve?, we w1l.l etart with 
the stage ot p:rodlJ.Otion. Social production falls 
Il8ces.arilT into ho brancheD. production ot the -..ne 
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of production and production of articles ot pereonal 
coneumption, we will call these, following M&rz, 
branchee one and two re,s:pectinly. For the sake of 
:5implicity we will 1188U11e: the period of production of 
all co~ties to be one week, that all col!llllOditiell 
are sold over the weekend, and that all wages are paid 
at the end of tbe week in which production took place. 
All quantities are given in unit. of value ( say one 
uni t '" 1 m11lion man hours ). 

Let the value of means of production cOll!lw.ed each w.ek 
be 3000, and further, lilt thue be divided in the 
proportion 2000 to branch 1 and 1000 to branch 2 (ot 
production). Let the total labour expended by the 
working laall during the weele be 1500 million hCJUr!l -
thus a value of 1500 ill added to the 1III1m11 of produotion 
- let us sa.Y in proportion 1000 to branch 1 and 500 to 
branch 2. At the end ot the week then, the ca.pit&lista 
of branch 1 haye a stock of new III8an8 of produetion 
with a Talue of ,000, whllat those of branch 2 ha.." a 
stock of new articles of OonauBPtion Y&lued at 1500. 

However, in order t.o have theee cOlllllodities produced, 
the capitalist Clasll has had to use the labour power of 
the wor!dng claell tar a period of one week, and by our 
assumption that nge.a are not paid until the end of that 
week, this baa yet to be paid far. U we &8S\me that 
the rate of exploitatiCXI is 100}6, that is to saY. that 
tbe value .hich the working cl&88 creates through ita 
daily labour ill equal to twice the value of ite labatlr 
power, then the workare are due W"a698 to the value of 
150. or those, 500 is due to the woners of branch 1, 
and 250 to the workcre ot branch 2. Now this _lue of 
150 is equal to the value oC the cOlUlUlll8r goocUs 
necessary to maintain the worldng clus, but workers ~ 
not exchange the1:c labour pour directly with articles 
ot consumptlon; tb.e:y sell their ability to lIOrk in 
e!Chanp for mOll!J,l. So it they do not receive th.ia 
1DCIl\ey they 8ZiI unable to pureha.ae the articles oC 
cO%l8lllDptlCX1 ne~aaary to their surrlvalJ i.e. are 
unable to secure their _e.na oC I!Ilbllistenee. 
Reproduction of the eyIIt_ thu.a requires that the 
capitalJ.at Olaall ie capable ot pe,ying workere their 
1f88eS in the {am ot money. and to do thizs they IllUBt 
haTe a etoek of 1IOIl.,. equal iD Yalue to the weekl;y 
wagea of the U'bourere that the,. _ploy. 'Dma 
capi tal1llts of branch 1 IllUSt ha .... a stock of lDOD&y 

equal to 500 aDd tbe cap.! tal1.sta of branch 2 muat ha ... 
a etoak ot .ao8;y equal to 250. 

.6.t tl'le end ot the WHk this ilJ paid to tbe workers who 
UStI it '0 pu:rchaae article of conaumptian. 'Bleae 
uanaacUODII hayS proyided the workere with the 
neeeaaitiee for their suryj,:nl dlJ.ring the followiDg 
_elt, and ha ... eabled u.. capt.&li.te of braDch 2 to 
C0DT8rt 750 of the nJ.ue which they held iD the f01W ot 
arUcles of oCDSUllptl-. iDto the tarw of~. or 
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this lIIOnSy 250 goea to replace the fund frena which 
wa&es are paid, leaTing 500 free to be epent . '!bough 
th18 is free to be 8lIent it cannot be IIpent treely, for 
ir the. capitAl eta of brancb 2 are to conlinue in 
production in the rollowing week tbey must replace the 
-..na of production used up ill the preceding week. So 
th1a 500 ill money IIIIlBt be used to pu.rchaBe 500 iD lIleantJ 

of production from the capi taliats of branch 1. t:.hua 
enabling those to oonvert 500 of the value they had in 
the fora of meena of production illto money. But the 
cap taltata of branch 1 have to pay 500 in money wa&es 
each weeklso that the 500 they receive fram this sale 
IIIWIt be set aaide for their WB,!II fund. 

Ib.il.st the ... tunda in both branchell have now been 
replenished aDd the workerll have received their wage 
~, the conditions of production themselves have not 
;rIIt been reproduced, because branch 2 haB not 
replfID1ahed itll st.ock of means of production. To 
con1.i.Jme production on the ea.e seal IUI before they 
req'llin a further 500 of lleal'lS of production. The 
cap! tal.1ttts of branch 1 , after selling 500 of m8an8 of 
prodllcticm to b:balcb 2, now haYe a stoclc of Dle81Ul of 
]IrOduO't1aD to the value of 2500 which ill 500 1I0re thaJI 
they theaaelyes need to contlnue production. So the 
capUal.1.aie of branoh 1 have the _ana of productiOD 
that thaae of branch 2 require, but aB they rill not 
tnnai'u theae means of production free of cha:rBe to 
~ 2, tU capitalists of branch 2 can only obt.a.iD 
the lIIbIl8 of production lbat they require it they pay 
for thell . TIle probl8111 tbwl becomes, where do the 
capitaliBt. of branoh 2 obt&1ll the lIICmey with which to 
replenish their etock of meana of production. 

~ ~ 11 in the pn'sonaJ. con.su.pUon ot the 
oapitaJ.tat ol.aaa wbich has not yet been accounted far. 
SUlpl. reprocll1ct1on requires that the capitalists 
ocmmme in ita entirety the 1I1Irp1us Yalue whioh they 
extort. rro. the working olaas, rather than acCUlllllating 
that eurplus value 118 cap! tal. How the warlcers of 
'bn:ncb 1 orate ~ value ot 1000 per week and their WB8'8s 
uaunt. to only 500, so the cap! taliste appropriate a 
~UIJ n.1UIJ of 500. 'l!l1.8 500, ho1Jen:r, in{ ti.&lly 
aaaumea the tOl'll of aeana or produeUIm which ca:l't 
enter 1nto the capi talista' pere<mal COILIl'Imption, 
whe.reas the artic1ee of pereonal COl18Wllptioo which they 
require are ill the baoda ot the cap! tal.1sta or bnnab. 2. 

.u thOUBb both sectors of the capi taliBt clasa haTe tb 
c~ocUti811 which the other d"iru, theee C&IIJWt 
e~ d.irectly one tor the other, beoawJ. as haa 
already beeD said, generalllled co od1ty e~ 111 
only practicable it it takea the tam ot c-+-c I 1... if 
it 18 etteoted tbrouah the ud1\111 of 1IODeJ. '1h1II IIUI:UI 

that if the two sectors or t.h. capi tall at olaIJs are to 
exchanp their cOllllOdi ties ac.e 500 of money -.at 'be 
Un-own into circulation to .rfect t.hiJIl 1 ••• o&p1ta.:Uats 

c 

of raDwJ 1 must have a personal ConBUlltption fund of-
500 whioh t ey use t.o "{NrChaBe articlee of personal 
consumption from branch 2. Wi th the revenua Crc.a this 
sale the capitalists of branch 2 now purchase the 500 
of means of prodUction whioh they need f rom branch 1. 
Conditions of production have now been reproduced; both 
branches oow haTe the requi.si te means of product ion I the 
IrOrkers have conSUlllption goods to keep them alive 
through the next wselq and all money thrown into 
c ircul ation has r eturned to its starting point. 

We have ignored the circulation of the remaining lleaJUI 

of produc tion and artio1es of consumption within 
branches 1 and 2 respectively. 

It should be noted t.hat if the circulation process is 
t o be able 0 carry out the reproduction of the 
conditionn of production, a definite quantity of aoney 
must a l ready be aT&ilable in the handB of the 
capitalist clase. In our n:&IIple, the stocic of lIIOney 
required was 12501 750 tor the payment of weekly ~e 
and 500 for pereoca1 consumption of the capitalists of 
branch 1 . The 8JIIO\IJlt required would have been greater 
if we had t aken into account the circulation of 11188IlIJ 

of production between the various capitalists of brancb 
1 and also the circulation of articles of capi talist 
consumption between the capitalillts of branch 2. 

We saw t hat money, IUI a store of value, beC0lDe8 
capi t al when it is able and sufficient to take part in 
social productiOD by buying labour power (yariab1e 
capital ) and lhe 11188118 of production (constant capital). 
Tbe buying and Bettin& in IIIOtion of these two liDked 
components enables the valua of capital to expend iteelf. 
i. e. at the end of a <:yele t.he aoney com.1ng back to the 
capitaliet should have 1ncreased He 8.IIIOuot, that is, 
realised surplus value (the unpaid portion of the woricer 
worker's l abour). 'I.'h.iB surplus can either b applied 
to erpand.1ng production sUll further (by buying extra 
"hands", machinery, raJI _ teriale) or consuaed UI 

extra reTenua of ths capitalist himself -- or both if 
the surplus is split. 

M(}JOPOLISTIC PRICK DlCRBASBS .AND GOLD 1IaIEY. 

Before dealing with the cootra.dlctions lbat the UlJe of 
gold money holdB in store for the evelo~n of 
capi ta11l1t produCtiOll, .1 t. is now possible to look at the 
two explanations of inflaUan wh.1ch have the greatest 
popular cu:rrenCJ". '!hae. explanations appear &I!I left 
and right Y&rlatitmll an a sitil.ar th_. 'lb. left 
t heO%'J' ho1da that 1nfl.ation is ca1Ul.d by capita11Bte 
deliberat.ly ra.1a1.nB pric_, the rightist theory, wbieh 
is conatant1:r t.ru:II:peted in the popular prlllle holda that 
innation a genar&teci by 'uc82!ahe' wage :tncr..M1!I 
that are nMleaam:il,. pund Im in the tOD! oC pr.1a. 
~A 
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Whilst theae two ~tiCJll8 super!icw.ly 1188. 

diametrical oppoaitell, they are 111 fact no .are than 
the oJlllO.ll1ta e1des or the one ooin. '!hey both rest upon 
the ftco!Jt-plus" theory of prices. 'llU.B 'theory' of 
vulgar eeODODJy bold.ll that pric88 are equal to thll 
arlthMtio S'IllIl of the varioua costs of production, these 
costll usually beJ.og reduced to ~8, plus profitll. 
'lbe price is t.bua said to be eqUal to the -.ges that the 
c&pitaliat ball to pay for the production of a product 
plus a -n-up wbJ.ob he a.4d.11 on before selling it. 
W1 th th1a theory it ia 'obTioue' that an increase in 
either neell or proIitll must rerut in an inerea8e in 
price. 1hi.II ill prec1llely the way that respectiTely the 
left and r18ht. acoounts 'explain' innatiOD. 

.la OJIPOIIed to TOlpr eeon.." Marx.ilIt pal! tical econa.y 
sho1rII price to be the repre8ant.ation of the value of a 
~odUy in tenas of lII01\ey . AnY cl~ in price (at 
which supply and demand are equal) DIWIt thus or1.ginate 
fi'aIl one or both of two sourcee; i.e. a ohange in t.he 
vallUl of tM CO~ ty, or a change in the conditione 
so"ernirI«' tha represantatioo of Yalue by price. Vulgar 
'POlltioaJ. economy on the other hand doell not dist1ngu.1sh 
betlrnn ftlwIa and pricesi aB far aB it is concerned 
valun !:!:!. prices. Becauell of this, wlpr explanat10118 
or .in.DJ\tioo do not even ooneidu the polIsiblllty of 
changu in the candi tiODlI governing the representation 
of "f8lua by price, so that in refuting the TIll88%' 
thao:rles INCh ohan«ell can be tuporarlly ignored aDd 
Hlegated to later U8IIIinatioo. 

Frail the point 0 Tin of vulgar economy, to say that 
pricell ri.lle becauae profit -.rginll are raiaed 111 
equ1ftl_nt to saying that values rise beuuse profit 
IIIB1"81na rise. Values thua appeal: to be aa.eth1.ng 
totally arbitrary, acaethin8 dete1"ldnad by the wUl oC 
the capHaliat salling the co_odity, dependent 0017 on 
how IIIUCh he w1.shes to charge far it. '!he variou.e 
petit-bcnIrgoeo.1a theorists hold that th1a is a recent. 
development.. In the paat it 8_ prices were fixed by 
eOIII& IJ,YBterlO\L11 as-ncy known ILl! '1he Market'. but that 
that SOldlllll &89 ot co.petltiYe entrepretl8'lU'l! iIJ long 
81nee put, and in our !xCII aae of JUDdsne .an the 
'f&luell 01 cClllllllOdithll are arbitrarily fixed by 
'Souleaa GitlJlt (ltal tinational )Corpo:n1.1C1D.11'. 'lhia is of 
course D£IJlI!Ienae. Whilst 1 t ill true that the encuUve!I 
of big lIIOIlopo11«11 'lIet' prices. in doing thU they do 
no more than oapltaliBta ha'f8 al~ dOlle. for 
oapita1Il1t~ have alW&1ll set pricel! insofar as they have 
decided to seU at sc.s particular price. But in 
maldng their "tree" decisiOCl!l about selling price., all 
these capItalists, .nether free competitors ar 
Ilonopolists, are acting u mere B8'Cltll at capital &Dd 
are therefore subject to the 1_en ent. law8 of capital.1.tt 
production. ODe of thetJe key la.., ill that the value at 
a cOllllllOdity is deter.1ned iJl the prodnoUon proee.es by 
lbe UIOWlt of labour t.1ae socially necessary tar its 

19· production. and not in the prooeaa ot exchan§!. Tbe 
cost-plWJ theOTY on the other hand. hold.e t.hat value 1.e 
determined by the cost of production plu.e whatever the 
capitalist WlUIt.S to add OD .tIen selling; in other .o:rds, 
it holde that surplue value baa it~ origin in the 
eXchange process. 

IIarx long ago dell\onstrated that th1a method of 
enrichment was t.posaible+, and that it was iDherently 
contradict.ory to 8Uppose that surplus value originates 
in exchanae rather than in production. Wb.ilet B 

commodity's price can serve as a measure of its value, 
this ie not inherent within the price form (see the 
first part or this work) . For instance, thinss such IUS 

land, virtue, etc. have a price but no value; and 
furthermore the aBsignmant. or a price to a cOlDodi ty is 
prior to that cCllllllodity's alienatian, a purely ideal 
opention. If I bave a bo% of DlatCMs to sell, I may 
quote "ls price at aD, leyel I wish, 1 IIIIL1 assign it a 
pricll of £1 ~ if 1 so de.e1re, but by doing this I in 
no way guarantee that 1t .ill saIl for that price. A 
cOlllJllodi ty' e ideal. price and the price which it rill 
realise 1.0 exchange are two very differant things . 

EveIl if the ideal price of a cOllDllOdlty is an accurate 
representat on of its value (i.e . the price is equal to 
the ratio of the value of the cOllllodity -- the total 
socially necessary labour time it embodies -- to the 
val ue of gold embodied ill the unit of money)it, this ideal 

easurelllent of the cOlllllDCiity's value requiree no iU:tual. 
lIoney. It this ideal price is to be realised , however, 
the commodity must coae face to face with a sum of 
(real, tmYllioal) money equal to the ideal price. I1" 
this is not poasible then the realisation cf the 
commodity's price ia iapossible . For instance, ~he 
price of all the aaterial wealth in the U. K. could be 
lIe8.8Ured in £B sterling, bu the realisation of this 
price is Dot possible for there do not exist 
8uffici.n~ pounds for its purchase. 

'I'hls is precisely the IIIla& 1.0 t.hose theories wllich 
attempt to explain price rise. by the capitalists 
'deciding' to !Jell at. a highe price . The capitalists 
can .ark prioee up as much B.I! they .ish, but this 
signifie!J nothing if, aa a class, they are unable to 
realiae this elevated price in actual ca!Jh. CCJUlider 
theee capitalists .no produce articles of workers ' 
con81llllPtioD1 ths price which they can realise for their 
cOllUlOdities 18 lilll1ted by the money in the hands of ~he 

• See especially 'Capital', 'fall of which was pubUl!hed 
in 1861. 

-"'lbe priees or every specified quantity of a. 
cammodity are, 80 far aa they correspond to the 
'l'allUllI. deterJained by the total quantity of labour 
1neorporated in this co..adlt.y." (Vol Ill. p. ~08). 
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adeqnate, and the rise and perpetuation ot ideology 
would be inoompreh8Dl!ible. Scientific analysis ot t.ha 
laft governing exchange value enables one to understand 
both the .OYeme:nts of priceo and also the lllaterial baIIis 
of ideologies such as cost-plus (c.f. Vol Ill, pp. ~12-3) 

Th. theory of value shows that. other things being 
equal, the YRlue of a commodity is not al tered by 
nuctuationa in the wages of t..'18 workers who produce 
that c~t.y. On the other hand, iD the real worl d 
there are innumerable examples of cOl!llllOdi ty prices 
riainff af'ter the .or~ers who vroduce those cOIlllllOOi t ieo 
haft received a ~ increasa. Thio would be a co.plate 
IIIYIItlll.'Y if one lJlought that the labour thsory of value 
ent&1l.d the prices of collUllOdi ties being proportional to 
their ~U8S. But, as wa pointed out earlier, Marxiam 
does Dot identify value with exchange value. £:)cchange 
..J.ue is the lIIOde of expression of value, it is a form . 
Like ell forms it Deed not express only one content, and 
1naofar aa relations other tban simple value relations 
are expreassd iD prices , then relative prices need not 
correapond t.o relative values in terms of magnitude. 
In fao the excllaIlp of cOl1ll!lodities in the ratios of 
their values would be fundamentally impossible under t he 
capitali8t mode of production. 

'l'be ?alu.. ot a cOIIImodi ty 15 equal to the constant 
capital expended iD Its production plue the socially 
neoeeear,r labour added to it in the Focess of 
produotion. How the quantity of l abour needed to et 
10 IIIOtion a ~ven III&!IS of constant cap1 tal. depends not 
upon the value of thAt capital, but upon its use value.­
A lorry, for instance, is, if used by a haulage 
GOnuaetor, an item of conetant capital . Tha Usa value 
o! a lorry, i.e. It~ physical nature, determines that 
only one man is requirec1 to eet it in oUon. Whether 
that lorry's value be great or small it still requires 
only one driTer. From on,e ranch of 1ndU.:!ltry to 
another the nuaber ot workers required to operat.e a 
given value of oonstant capital .111 vary . Now assume 
that the rate of e%Jlloitation does not differ between 
two i.n4I1etrles, wher. 88y it equale l00J'. It at the 
e.- t £1 million of constant capital in one 
industry requires 1000 workers with wages of £1000 per 
year each, wh.ilJ!lt in the seoond industry £1 lI1111ion ot 
oonstant oapltal eaploys 100 workers also at £1000 per 
year; and it the rate of turnover of both conetant and 
vlLriable capi tal Is in ea.ch instance 1 year - then the 
vlllue of the produot of the rust industry would be 
£3 million per year, whereas that of the second would 
be £1 , 200,000 each year. Out of the £~ million 
produced by induatry one, £1 !nilllon would be surplus 
value. In industry t"o £,100.000 would be 1Nrp1us 
value. Since the capital advanced in the tust caBe 
11&11 £2 million th~ induetry would yield a rate of 
prot! t of 50J' p.a. Sinoe the ca pi tal advanced in the 
second oaae waa £1.100,000 the rate of profit would be 

nine and one eleventh per cent . per iIZUDlII. If the 
product of the fi.r8t industry actually sold for £3 
m11lion and that of the eecond industry for (1.200,000, 
then the t.o industries would yield drastically 
different profit rates . 'this would be a grossly 
unstable situation. Capital moves wherever it can get 
the higheat profit; capital would thus remove from the 
second industry into the first . Tbe infl ow of capital 
into the f irst induatry would resul t in an increase in 
supply from that induetry, driving down pri ces . 

The price of the! output of indUBtry one wOlud fall 
untU the rate of profit in that industry was equal to 
the rate 1.n the second industry . Meanwhile of course 
the inverse process would be occuring in the other 
industry . The haemorrhage of capital would reduce 
supply and raise prioes and profit rates . When the 
rates of profit in both branchell were the same then the 
prices would be in equilibrium . This of course would 
happen between all the bn.nchel!l of the eeono~. It 
would rasul t in the formation of an average rate of 
profit between the different branches of production. 
In ~ome branches prices and profits .ould f all. in 
otherB they would rise, but overall rises would be 
counter-balanced by falls and vice versa. 

No surplus value 1e created or destroyed in t he 
formation of an aTerag! rate of profit : what occurs Is 
a redistribution of 8U1']llua value between different 
capitals. Whilst the amount of surplus value produced 
by a cap! tal dependa on he numbe of workers it 
exploits. ani! the inteneity with which it exploits them, 
t he tOT1llation of 8.T8r8ge profit means that the profit 
which each capital receives depends only upon its mass 
(i.e. amount) iD value tel'll!l . Equal I118Sses of capital 
appropriate equal profits. The capitals which produce 
above ayarage quantities of surplus value are those 
which use an above a .... ~ ratio of living to dead 
labour , 1.e. those in whieb the ratio of variable to 
constant capital 18 b.1gh.est. Compet.ition f orces theee 
capitals to surraJll:t.r a portion of their SlU'JllUB value . 
which then accrues to those capitals employing below 
average quantIties of living labour. (Only living, 
currant laboUr cnatell new valuee). 

Prices tn those bTaDches w1th an aboye average 
proportion of variable capi W fall. whilst those with 
below average proportions rise . This set of pricee 
«oYerned by the ayer&ge rate of profit Karx cella 
Prices of Production. Their magnitude Is determined 
according to the following systew: -

Firstly, the capitalists are not aware of the valuas ot 
theu products, what they are aware of are the price&! 
they ~ tor the e1nl1mte of production, i.e. the Cost 
of ProducUon or 'cost price t . Coet or Prodw:t1oo, to 
the cap1talist, 1a equal to the I!'UII of the expended -
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constant ca-pital + the expended varia ble capital. This 
presents itself to he capita i as he necessary or 
una~oldable oast of production. It di f fers, however, 
froa lbe lloo1ally necessary cost of production in that 
the cap! talist calculates in his cost only the l!!!!!. 
labour time, whereas the cost of production to society 
as a whole inoludes both the paid and the unpaid l abour , 
A aommodity's valus is its cost te-;OCiety , its cost 
price iB its COllt to the capitalist class. To obtain 
the price of production of a conaedity you add to. the 
coat price 1.he ave~ rate of profit . Thus : price of 
production equals cest price + average profit. 

WlIAT Wll.L BB 'I'H! BFFECT OF WAGE HIS&'> ON PRICES OF 
PROIlICTl~? 

Price af produotion c (c+v)(1+p) 
where p = ST!lnIBII rate of profH. AverB88 profit, 
howe-ver, 1a lllerely the tra.ruunuted forra of !rurplus val ue. 
A rUe 111 ft8'e1l w11l, other things being equal, reduce 
thII rate of surplws v.,lue. The fall in surplus value 
~II that thare 18 lells to be distributed around the 
oa.p1tallBt 0.111421 a.e profit. 'Ihe av~ rate of profit 
thus falls. Bat the price ef any on cO!lllllodlty is 
subject to. epposing fo=e8 . On the one hand wagee are 
r1aing raia.1ng the cest price (in vh on the other 
hat!d avera/j'e prefit Is fall1n ewering the exponent 
(1+p) by which C0.8t price la to be raiBed. Rising 
~II t.I'tw! tend to raise the price er prodUction Whilst 
the fall in profits that is a cOllBequeDce of rising 
ape tend.a to lower pricell of production. The question 
1s1 which tendency will predominate? Will prices rise 
or C&l.l? 

If we take all branchee of production t.o&ether it. i8 
evident that there can be no change in the l evel of 
pricee of produoUan . The riee in wages ill the cau.ee 
of the fall in prori tee '!be total ~ incre&8e • the 
total profit decreae. . 'l"t:rue on avsl'86e there will be 
no cbange in pricee. Tb. oppoa1ng forees will ca:ncal 
out. 'than 1111 look at ind.i.Yidual branches ef prodUCtiOll 

or indiyidual oom.odities, on the ether hand, thia DO 
longer holds. For capltalrs of equal ~1tude the 
decline in profits brG'U8bt about by the fall in the 
aT!lra,ge profit rate w111 be equal . Thus tor capitals 
ot equal turnover the talling rate et profit will nut 
an equal dowmrard forae on pricee . On the opposing 8ide 
1111 ha"e the foroe of lrII4!II rieee tend.in8 to ra1ee priees. 
TIlls tarce. h_er, is JlQt equall:r exerted upon all 
oapi tale. 'rhe rise in ceat price brOU8ht about by a 
~ ris. la ~atest for those cap! tale which conta.1n 
the hi8best proportion ef 'nU'iable oapi tal, and least 
for those with the h18best propc.rtion of constant 
capital. The prices of these colDOdities produced by 
capi tals with .. h1gf1 proportion of variable capital thus 
rls. relatin to thoae with a high proportion 0 
conatant capi tal. Por thoe8 cOllllaodi ties produced by 

o 
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capitals of averaGe composition t he opposing fercee' 
cancel and prices remain constan t. 

Compe t ition and the equal isa tion of prof it rate9 ~hus 
gives rise to phenomena which appear directly to 
contradict the determination of vahle by l abour time. 
1) The profit which accrues to. a capi tal dependB solel y 
upon its mass , and is independent of the quantIty of 
labour power which that capital expl oits ; wherea the 
surplus value whi ch a capital pro uces is independent 
of its mass and depends solely upon the ex ent t o which 
it ex pl oi t s labour power. 
2) 1'he rise and fall of wage rat es produces rises and 
falls in prices of production. ~'o those conun d' tiea 
which are produced wi t h bov average preportlons of 
variable capital, a rise in wages induces a rise in 
prices . As opposed to tb is t e de ermination of value 
by labour t ime shows that commodity values are 
unaffected by changes in wage rates. 
3) The price of commodities seems to derive from he 
simple addition of lhree i.ndependent el ements: COTUltant 
capital expended, wages, and ave age pro f i t . Thus when 
we neglect expended constant capi tal, t he r se in 
exchanffe value duri ng produc tion or, as capitalist 
economics calls it, the val ue added , seems to d r i ve 
from the simple addition of two forms of r evenue. I t 
appears that the addition of revenues is the source of 
value. 'Che theory of value, on the other han , h I d 
thal revenues are derived from value added , not vice 
versa. The expenditure of living labou.r is t he sole 
source of value, and the value so pr oduced divi ed 
into the different forms of revenue -- pr imarily under 
capitalism into wages and profits, but also inlerest 
and rent. Because what is entailed is a divisien of a 
fixed maeni tude and not the addit on of i ndependent 
magni tudes, it follows th3t a rise in wage r ates 
entails a fall in profit rates . 

"We h ve seen that a general r i e or fa ll 1n wages, by 
causing a mevement of the general r a t e of pro it in the 
opposl te direct io.n - other cirCll.lll5tances remaining t he 
same - changes t he price of product ion of the varieue 
cemmodities, i.e., raises so e and lowers ot her s, 
depending upon the avel'a8e composition of capital in 
the respect ive spheres of product ion . Thus experience 
shows here that i n some spheres of produc ion a t any 
rate, the average price of a commodity rises because 
wages have r isen and falls because wages have alIen. 
But 'experience' (Marx's quot ation marks) does no t show 
that the valu of co~i i es which Is independen t of 
wages secret y regulates these changes." (Vol n I, .868) 

"Thus everything a ppears reversed in competition. The 
final pattern of economic relati olUl seen on the 
surface, in t he ir re 1 e~1s tence and cODsequently in 
the conceptions by whIch the bearers and agents of 
these relat i one s eek to underatand them, ia very much 

http:relatio.ns


26. 
dIrferent r m • and i ndeed quite the r .verse of, hl"ir 
i nner but conceal ed essent ial t t ern and the concept ion 
corres on i ng to i t . " (Vol I TI. p. 2Q9) . 

Since the cost-pl us theory is nothing other than the 
rtoti n mpose pon the agen t s of capital by cor.lpet.i lion 
i t i a t o lall i nadequate basis for anal sing t e 

r cess of innation. 

G KRA1 CCJt.ITHAllIC ONS OF CAPI 'I'ALI ST ACCUMULA'rlOt • 

Cap! tal L 51111111 tWleously a mode of production or use 
value5 (mat erial weal t ) an a sy tern of exploitat1on. 
I t di f f ers rom a l l preceding forms of xploitation in 
its obj ectivity . TIle f ormati on an.d expansion of 
i ndividual capital is inherell n y competitive and 
cont radictory -- a character tic deriving from the 
anarchy of aap1ta1isc as a mode of production , rather 
t han a simpl e expression of the will of the 
entre r eneur . 'ltIe capltalis l is thus the agent of hi 
own capi t.al -- t he person i fication of it, for capital 
is a social category. which he both control s and 1~ 
controlled by. The capitalist is obj ectively a /'unction 
of hie own capital . 

The expend 011 of value t hat ill capihl'l'I object can come 
about only through the appropr ia t ion of surplus labour. 
This appropr ation takes two f orms : the production of 

ha l u t e and rel ative surplus value. Tbe flrs t , the 
product.i on of ' oeolu e surpl u value IIaB historically 

e princ i pal fo~, of capi tal i st exploitat10n. Its 
aai s is s mple, cons ist ing i n extending the length of 

the w r king day ove r that t ime which is necessary for 
the produc t ion of consumpt i on ~Ood8 for the workinc 
clue. .9 IJIU'plus l abour t hus extracted froD! the 
workers forms absol ute surplus value. The second 
pri ncipal hi t or ical rorm of capitalist expl oitation , 
the produotion of relati ve surpl uB value, Is more 
ool!lpl.ex . It depends on 'the revolutionisation of t he 
productive rorces and ha..rnessing the energies of social 
produotion. In hie case the first capi tal to employ a 
new teahnique enjoys an advant;lge . '!'be value of the 
product stil l depends on the quantity of labour 
reqUired acoording t o he ol d teChnique of production, 
9 ince this le IS ill the method generally employed. Thus 
the capital which employs the new me t hod of production 
i nvolving l ess l abour 18 abl . to sell its commodlties al 
t~e1r s ocial value (whl cb 11'1 dete~ ed by the 
exigencies of tha old et hod of production), but above 
their private value (det~rmined by the expenditure, 
d recL and indlrect, of l ebour in the new method). The 
di f f rence between these constitu t es the relative 
8urplus va l e aeoruins t o the user of new techniques. 
Insofar as the pr oduct nters Into the consumption of 
t he work t ng class and insofar ItS the e. t chniqul' 
l'e r.eives general! ed application, Lt',B va.lue of the 
lirticles o f worker!!' coneWllpLion falls. The resulting 

I 
I 

fa ll in th · va lue of l abour power incxeases thp 3U !, us 
val ue accru i np. to t he whole ca pi t ali_t cl ass . Tn1s i s 
lhe reI tiv . sur lu va lue a ppropriated by ~oc tal 

capital as a esul t f the developmp.n t of ~ oduction . 
'rhe p"'Odu ... lio~ of reli'tlve surpl1ls value i e th'! eoc i al 
foundati on or the development of the f or ces f 
productjon under capita1i~ . 

The generalised application of new and ~ore produc~ive 
te hr.oloe!e resul ts in a decl ine the individua l 
val ue of corn odi t ies . As a result of Lhi s , any 
capital s stil l depen ent upon the old technology 
pypend more 1 bour ttan la socially ne p.sgary and as a 
r esult are ab a to appropri e less aurplus value, or 
not able to appropriate aDy. Ae a result those 
capit I s fa l ing to rwvol ut i oniae their forces of 
produc t ion cease to be ab e to exploit, and thus 
cease t o be capital (c.r. he ooma of the hand-loom 
",eaveM in lhe first na.J.f of he nineteenth ntury) . 
As 0 e or the rwain IllethodG by which the productivity f 
lahour ('.all he augAtented is by the aJ1plica ion of mOl"e 

and Clore nod ern IIIB8ll of product on, capiWn t o 
preserve thpir very existence are forced t o aor,regate 
~ an£ of production . Capital must accuculate r oerish. 

In~o far as surplus value ~ccumula\eB as r.a.pi tal it can 
do so in two forma: Yartable capit al and eonslarL 
caoltal . Inasmuch as it accumul ates as the la ter this 
dop.!l "ot of i Lnelf provide a TIlore extensive ba$ls ror 
expl oita t i on , because of itself it does not neceesarily 
increase the number of labourers employed . On tile other 
h it. does provide a more int.ensive basi!: for 
p~pl oitatlon by engenderln& urplus value . The 
r.on~equenr.la1 deo1ine in the value of labour rower neanJ 
that the s e masn of valable capital can purC~Sf more 
labour POT, r. There can thus result an increa08 Ln 
surplus value expropria ted by the same mass of variable 
capita l for two reasons -- firstly because more labour 
Jlower 1:> mployed I and secondly because aot. labou.r 
power yiel ds more surplus VB ue . Thus ihe 
~lensjfica ion of exploItation it~e l f enabl s the 
ext~n~ion 0 Lhe ban of exploitation without the lelte 
en lai I in/" an accWDIllatlon of variable cap] tal . 

1 r the mass f V1lria 1f' capi lal re,..,a ins con3 tan t, the 
accUMU1Blcon of cunulanl capital can lead to a rise or 
r8il in t he aaount of sur~luH value expropriated by 
each unIt of o&plt (i.. dHfert-llce in the rate of 
prorit). If the value of labour powe decrease more 
rapidly than he stock of consuml capita] Increases , 
t he rate of profit rises . If Lhe value of l abour 
potre falls le59 rapidly tnan t ile st.ock of const.ant 
ca pital increases, then th" rate or profit nNat fa ll, in 
Lhe long run, Lhough it may increase in the ahort run . 
(Proof of tlla in gIven in the malhemalical appendix) . 
However , and LhjB 1B Lile importan t point, 1.[ the rate of 
profi t ls not to fall in t he long run, than lhe employed 
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labour force must r i s e as rapidly as the value of 
cons tant capital. Thus in the long run the limit to the 
rate of accunulation of constant capital i s set by the 
rate of I'(rowth of the labour force. 

Capital may accumulate also as variable capital. This 
funaamentall y can come about in two 'NaYs: f i rst ly the 
sllbordination of more labour to capital , i. e . an 
ex naion of the labour force empl oyed withou t any 
incr ase if! the value of labour po. er; secondl y it may 
come about t hr ough an i ncrease in the value of labour 
power. In t he fi r st case, prov ided the length of the 
work i ng ay does not change, the rate of exploitation 
remains constant, but the employment of more workers 
l eads to a ri se in the mass of surplus value 
expropri &ted. In t he s cond case, provided the wor k i ng 
day doe not change, the ra te of exploita tion must fall, 
leadi ng, other th in s being equal, to a dec line in the 
rate of profit. 

On~e a;jdin we see that the rate of growth of the labour 
force sets a limit ul t imately to the production of 
surplvs va.lue. I f variable capital accuJTTulates more 
rapidly than t, e rate of growth in the labour force, 
t.hen the rate of sur plus va lue declines. If cons tant 
c pital accuculates more rapidly than the o ... th of the 
labour f orce, then the rate of pr ofit must fall. But 
if th e rate of surplus value falls, so must (othe r 
thin gs being equal) the rate of proi ·it . us neither 
var ble nor constant capital can accumul a te more 
rapidly than the rate of owth of t he labour force 
wi t hout leading to a decline in the rate of profit. If 
the labour force available for exploitation i s ~ot 
increasin~, there exists an inevitable tendency for the 
rate of profit to fall and a s trong tendency for the 
rate of exnloitation to fall. 

"The labour which is s et in motion by t he lotal 
capHal of a society, day in , day out, may be regarded 
as a s' le collective . orki ng- day . If, e. ~ ., the 
number of l a bourers i e a million, and the average 
.ork i ng ay 0 a labourer is 10 hours, t he social 
working-day consists of ten million hours. ',ith a 
given length of t his worki ng-day, whether its limi ts 
are f ixed phys ical ly or socially, the mass of surplus­
value c n onl be ncreased by increasing the number of 
l a bourers •• e., of t h labouring populat ion. e 
growth of population here f orms the mathematical limit 
to the produc tion of surplus-value by the total social 
capital. On the con t rary, wi th a given amount of 
population , thi s limit is formed by the possi ble 
lengthening of the working- day. " (Vol I, p. }}6). 

"Over-production of capital , not of Individual 
comm dities -- although over-production of capital 
a l ways includes over-production of commodities -- is 
the r e fore simply over-accumulation of capital. To 

2 • • appreciate what Lhia over-accumu lation i s (its Cl::~~ 
ana ly is follows l ater ) , one need only assume it to be I 

bsol ute . Whe would over- p oduction of capi t al be I 
abs ol ut e? Over- production which wou l d affect not Jus t 
one or another , or a f ew impor t an t pheres of production, 
ut would be abs olute in its ful scope, hence would 

extend to all Fields of produc ti on? 

"~'here would be over-production of capital as soon as 
add i t ional capita for purposes of capita l is t 
production = O. Th purpose of capj tali s l production, 
ho ever, is self-expans i on of capi t al, i . e ., 
appr opria tion of 5ur pl us-labou , produc tion of surpl us­
val ue , 0 prof i t. As s oon as capital would, therefor e , 
have gro in s uch a ratio to the l abourin& popul t ion 
tha t nei t her the a s olu t e . ork ing-t · m,e suppl ied by this 
population, nor t he relat ve surplus work i ng- time, 
could be expanded any f t her ( this l ast would not be 
feasible at any r ate in t he case when the de d for 
labour were so strong that there were a t endency f r 
wages to rise); at a po int , therefor e, when t he 
i ncreased capital produced j ust as much, or even less , 

plus-va l ue than it did f ore its i crea s e . there 
would be abs olute over-production of capital ; i . e . , the 
increased capi t al C+ delta C ~ould pr ouuce no more , or 
even l ess, pro f it t han capi t a l C hefo i ts expans i on by 
delta C. In both cases there would be a steep and 
sudden fall in the ~enerGl rate of profit, ut tt,is time 
due to a change in the composition of ca i al not 
caused by the development of the productive f orces , but 
rather by a ris e in the money-v lue of the variable 
capital (because of increased wages) and the 
correspond i ng reduction in the proportion of surplus­
labour to necessary labour. 

"In reali ty, it would appear that a portion of t he 
capital would lie completely or partially i dle because 
it would have to crowd out some of the active capital 
before it could expand ite own value ) , a nd the other 
port I on would produce values at a lower rat e of profit, 
owing to t he pressure of unempl oye d or but partly 
empl oyed capital. It would be immaterial i n th is 
r esp ct if a part of the ad itional capital were to 
take the place of the old ca pi tal, and t he latte r were 
to take i t s position in t he additional capital. We 
:>hould still always have the old sum of capital on one 
s i de , and t he sum of addi t ional capital on t he other . 
The fall in t he ra t e of profit woul d then be 
accompanied by an absolute deccease in the mass of 
profit, since t he ma s of employed labour-power could 
not be increased and t he ra t e of surplus-value r a ised 
under the conditions .e had assumed, so t hat the mass of 
surplus-value could not be increased either. And the 
reduced mass of profit wo Id have to be calculated on 
an increased total capital . But even if it i s assumed 
t hat the employed capital continues to self-expand at 
the old Tate of profi t, and the rr~ss of pr~ rit hence 



r maino t he ame, t hi s mas~ woul d s til l be CalCU13ted------l 
on an inc eased t otal capi t a . hi s ixew!ee i~pl~inr. a 
f all in the rate of pr fi t . If t otal capi tal of 1. 000 
yi elded a profit of 100 , and after beio i ncrea d t o 
1, 500 stil yielded l OO, then , in the second case, 1 , Olm 
would y eld only 66.j. .' If-expan i on of the old 
capi tal, in the absolut8 sense, woul d have been re duced . 
Th ~ capital R 1 , 000 wo~ld yle l i no more undpr th~ new 
c irCUlllStanc8e I.hatl formerl ;, a ca p: t al = hh6! . " 

Vol l I T. pp. 251-2). 

"~e tdantity of surplus-val~e and ~urpl ~s- abour 
imposes a qualitative limiL llpon the accumulat i on o f 
cap! 1. This consis t s o f th!' total working- w.;: , a 
the preY&llin a v lopnent of the product ive rorces 
and of the populatioo , which limi le t~e number o f 
e.l..arult.&tl80ualy eXllloHab l e work ing- days . " (Vol rn , p. 3';18) 

Thi fall in "he rate of exploita t i on is not dependpnt 
i lance o~ t rades unions , except L~5nuch as 

res! t increasing the length of t h wo ~kine day 
necessary to coapensat e , or tha t fa l i~r rdte of profi t . 

ACCUJ I or 01 MID THE I'EDIUM OF tIHClLATlOll . 

W have s e en ~hat thp simple ~p-produc t io of l~e 
ex et~ of soc ial capital entai l s a derinite 
circula i on of o~odjties and 'hat ~hls in tu~ 

,quires f or i 5 cont~tion a definite luru!t1ty of 
Oll'ly. I the eBlSe of 15i/!1p e r ellroduction t '1e value of 

, ocia! capital e1th r increases no dim ' nishp.s over 
time bgew~e the entire 3Urplu9 v~lue producp.d ny the 
proletariat I!" o.1.Dprodu ti veIy .. on umed by t.np capitali3t 
cl ass rather than beinr. materialised as capi t~ l . But 
simpl e re~nduction is a thEorp. tlc~l abstrac tion a t odds 
with th. real e de eies of capiLa l i~ . 1n ract . 
competition between capital~ forces e' ch capita list to 
constantly :l.mprov and" ·ton,t '.i ~ sock of mean o!" 
production and increase the scal& of his prod c tion, or 
be forced ou of the mrk t . A po t ion of 5\J.rpluB vaj '.1e 
thue tends t o be accu)!!'Jlated a.!I capi ta , b th constant 
~d varl bl . Por the ~ompn: W~ can tl~ore the 
implicatiOns t. UI.'I. this has f r the ~.th of the 
popula '01'" of f';t! 1 bourerE , and for the ra te of 
prOflt in order to concentrate upon ',he p/,fects that 1t 
has upon th~ ~di of ciIcul~tion . 

Accumulati on or capital tende l o lncrease the total 
value 0 CQlIJl:lodllip. !I in circulation , thla occl1r i n, ' 

, eth, r capj ! ace Jl!IUlates in lhp. rom of' variabl e 
cap1 tal , con~ '<I1t capital, or bo t h . "'l ll! accumul a tion or 
vari bI It capital imp i es t hat the total V'll ue of labour 
oower v;rch&eed per week increases ov~r time , and , 85 a 
re~~ t , tb v-dlue of saleo of art icles o~ workers' 
consumptiOD must rise. It i s of cour e p03siblR that 
t he, rise in the val e of total social variabl e ca pi t 1 
coul d be cble eolely to an i ncrease in he value of 

lab ur power unac c o~pan1ed by a rLse ei ther. n t~e 
lenP,th of he work i ng day or in the l evel of Mployment 
-- In whi~h case the r i a in commodi ty Circul ation 
origlMting in lite i n cr ease :U1 vari bl e ca oi tal would be 
count.erbalanced by a fall in the quan t ity of surpl us 
v~l ue produced ; L " . portion of the v lu e pr oduc t , 
wn!eh had rormerly t aken n t e shape of the ma ter i 1 
e l ements of surplus value ( l uxury goods , means f 
producti on , articl es of workers ' con~lmption, ~epend ing 
on t he form of reproduction), is now reproduced as 
wo ' kerB ' consumption goods . This case excepted , 
accunulation of varlabl ~pi ~al tp~ds t o incr ease t he 
value of commodi t i es ' n c r cu1ati on . Constant c pital 
can ,accumul ate 8 S fixed caplt&l or circul atiIlg conet t 
cap!. W . '!'he fonner includ es means of produclion such 
as ' d ' nr.s. railway rolling t ock, heavy aachtne ol~ 
etc ., which persist tlu-o\J8h Oil eral Fod c tiOll peri od 
yieldinp. up 1n each anI , a r ac t ion of t.eir total Val~e 

l P llI'od c . The atter ino ud , 8 items :ruch as raw 
~~terialn , seed c rn , tc •• _hiah are en t irely c nsumed 
in the production proc e lls , thereby PlUs i n ' on all their 
value to t 1e produ c t . Conslde both e ·amples . ~Ie 
first tends to incr a s@ he ~ co~ dilies in 
circulation ~ovided that t he period of reproduction of 
fixed capital doe, 0 in craas , a t a ~ore rapid ra t e 
Lhan does the t otal value 0 fixed capita. 1: tit!, foll l'tl! 

from thf' fac t that unless the a f orementio ed condi t i on 
f'Plie ' , th"? inereue i n the va l u p 0 t he stock of 

fixed pi tal entails an lncr ea e in the flow 0 f wIll 
pa~sed on by the fixed capital t o the prouuct , ana thlq 
value must in its tarn c ircul a te . r f surplus va l~e is 
B."cu''IlUlated as ciraula ing conoUnt capital thl~ 
obviousl y r e_ uJ ts in di rect incr ease i n commodl y 
circ'.J.lali on . 

~lU9 we hAve i t that capitalism cor.~t,~tly aur,ments the 
va l ue ,lr omnodi 1 s in circulation . This in<:rease j n 
co~od4ty ~ircul ticn involved in l he reoroduction of 
ca.pital would , if th", rorn of c irculatio~ remained t he 
same , re lulr a 3teady proportionate ri~e in the va u 
of noney in circulation . 

.ie hay u p t o no .... treated money as b- ing composed of 
rold or ~1lver coinl we ~ent10ned the ssi ~i]ity of 
l~@ e de~1ng lhese coins as B so ree of r~venue . 
!'\ul the question of the deh .. ement o f the coin was 
considered onl), from the standpoint of the state , That 
in facl i s the only standpoint f rom which de sernen l can 
be consid red w ofer as one s on ly examining 
c!rculat~on in general , l .e., ab3 t rac ted f r om the m de 
of produc Lion . We mu t now examine the r e!Ulons specifi c 
to capi aliem which 1 ad t t he aban oni g of pure eold 
ourrency. 

A pure metal le currency , (in the absence of mi nt 'ng 
chargee) owell ita capae i ty t o represent the values of 
other commod! 108 to it i t sel f being a value . The val ue 
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\2 . of such mon~y ar ises hecause a portion of the labour of 
society has 0 be expended in_its prod "ction. If"ti'e 
value of money r emains constant, tha t 1S to sa,v , 1f the 
quant i ty of l abour r equired to produce the amount of 
gol d in 1 guinea (for i nstance ) r ema" ns con t an. , then 
an i ncrease i n th~ t otal lue of money required for 
clrcu ation iaplies an i ncrease i n t he total quantity 
of money (number of gulne s ) i n circulation. ~ i 
incr aee can come about i n t wo ways: eiLher hoards 
which ad up to then l ain i dl e pass into circulat i on, or 
else 1!Iore eo1d I:IU i be dug out of the gro11Od and l'li n ad 
into coinage. e first pr ocess has obviou. "H mi t ations. 
The second wh 1st more pract icable and fl xlble, 
ent&il ~ th~ expendi ure of labo . The product of thi 
l abour ~ is not cornrumed but rather goes to <,.dd. to the 
stock. of gol d n c rcul a:t.ion. Since rplus value i s 
t~e source of accumulation t hi s 1rn pl "es that a portlon 
or th urpl us value appropriated 1;>y c pi tal t.11.l st be 
.terial i se In the for. of gold . This reduces t he 
quant i ty of surplus value which can be materia " i : ' ~d as 

eanB of oduct i on or wage !roods, thus narrowl ng the 
be.sIs for tbe accumulation of productive capital. £The 
ex~on of capi talist product ion engeo ers va ious 
additiar:a.l cost,s of circulation which tend to r educe 
the potent " expane "on of produc ioo-1. At the social 
soale this impl es a portIon of the l abour force must 
be e loyeJ 1n the production of the money co~oditY I a 
comm d1ty which cannot s erve as means of production n&r 
a means of suppo or productive labourers. This 
ist i ution of s oo ial labour is manifested to the 

indiv dual cap" tal.s by the need to accunrulate a portion 
of t heir surplus value in t e form of a stock of money . 
~~ere must also be increasing accounting co~ts just to 
keep track of this extra money with its more complex 
circuits. 

To capital any stock of value is potential capital, i.e. 
is po tent ia lly self-expand ing value. Bu t value can 
on y be made to expand through the purchase and 
productive co umption of l abour power, through the 
exploitation of t he workinff cl ass. Tne money hoard 
wbich he is forced t o accumulate appears to the 
individual capital ist as potential capital, as 
potentially pro uctive surplus value. But the 
distr but t on of soci 1 labour, which this form of the 
medium of exchange forces under conditions of expanded 
reproduction, prevents the possibility of this value 
serv ng as cap 1. WIth this form of med i um of 
exchange the extended reproduction of social capital 
genera es costs of oirculation which tend to limit the 
expansion of capital . Ti'1is is the contradiction wh ich 
f nds its partial resolution in the development of the 
various f or s of credit, paper and state monies. 

E 

RESOLUTlor OF CONTJW)IC'i'IOli!3 OF LOWER FORMS 01 MONln' in 
HIGHER FORHS . 

Credit money originates in camtlereial credit, in tne 
nutual advances and 'accOllOdationa' of (orlf:t1na.lly 
merchant) capitalists. We have up to now touched poD 
money as measure of valus. standard of price, nedlu. of 
circulation and stOnt 0 value. Credit is founded pan 
another aspect of money. money IUS a _aDS of p!yment. 

Consider two capital lata, a spinner and a weaver. The 
spinner "ishes to sell yarn to the weaver. For this to 
come about directly the weaver cuet have the yarn's 
e"!uivalent i n money ... tb. which to purchase it, and OIl 

the basi8 of the analyaia up to now the abMnce of this 
ooney would JIl"Ohi bit the sale. However , it the yarD 

once cet8 into lhe weaver's handa it can serYe as part 
of his constant capital and thus absorb the necessary 
and surpl1l!l labour of h18 workers, and could tbw! be 
sold realising El. profIt . 

Conaercial cntdit consuts in preCisely such a transfer 
of commodities froll the hands of one cap! tal to another. 
For he fir8t capital the cOIIIJIIOdities are the end 
reaul t of production and Il!I such embody 1.he value and 
surplus value produoed during the production processl 
being, however. the end result of production they 
cannot serve aB constant capital for the first capital. 
For t he second capital, however, the commodities can 
enter in 0 production as constant capital. If the 
trans fer of commodlties from t he possession of capital A 
to capital B i s accompanied by a transfer of .oney from 
B t o A, w. have an ordinary sale. With this, the change 
of possession is simultaneously a change of ownership. 
Bu t the change of ownership, El. legal relation, is not 
ecessary for the cDmDOdities to serve as constant 

capital , a produc t ion relation. Thus it is possible for 
i he commodities to change hands without a ransfer of 
Ploney and t hus without a change of 1 gal ownership 
occuring. Instead of money, a blll of exchange or 
pr omise to pay passes rroll B to A when t he oommodities 
move from A t o H; i. e. become the possession of B so 
t hat he can work upon them. 

The e rfects of this are: the interpenetration of 
capital and the el Lm.iJlaUon of money as means of 
exchange . 1r'hat lfOuld previoWlly have been part. of the 
c ircuit of capital B now becomes an extension of that of 
capital A. The value of the co=moditles would preTiously 
have had t o exist in the form 0 money in the hands of 
capi tal B; it no" does BO no longer, . hich means that 
his employed capital can be smaller . Secondly, the 
movement of commodities no longer presuppoaes en 
inverse and roughly simul ta.oeOUB movement of money. • to 
some later date money .!!!!!l move f'roll B to A, but insofar 
as this occurs money acts not as a means of exchange but 
IUS a mean.t!I of (re)JIIi.Ylllent of debt. 



}4. 
Whilst this stJDple form of oOl1'lllercla.l credit el1l11inates 
money as medium of exchan@e between A and 11 it doss not 
elim oate money from the re]attons between either of 
t hese and other cOlllDOd!ty ownere. A IIII18t still purcila.8e 
labour power and means of producUon U production is 
to continue . This implies that A I'IW!!Il haws a stoclc of 
money BUffieient to purchase labour ~r and e&n8 of 
produotion unti the deb t. of B to A 1.8 repa.1d. Howewer, 
.ne:reas formerly a stoc k of money equivalent to the 
value or the c01lllDodi ties would have had to exist in the 
iiiiidi of 11. A need.l! onl y have a money stock equal to 
u,. cost or the cOlllDlOCilties ' production. That is to 
say. A'a aCIYY stock would have to equal the constani 
and variable capital which went into the e~od1tlee 
(but not the 1NrJ)1ua value wilich went into them). '!bus 
we see that the extension of cOlllllercial credit between 
two oapi ta.ls allO"d a sum of money equal to the surplua 
value ccntall't of ~he cor.tIIIod! tJ es t o be (l1spensed with 
(tbou&b, at oourse, this enta.118 a corresponding 
delay 111 the reali.6aU OI. o f A's surplus value). 
Insofar as mo~.y equ 1 to the cost of production ~t 
pra-ex1.st in the banda of the cre:Utor, ~rnmercia1 
c:ndi t in i ts elUlentlUJ' form fe.il to resolve the 
eontra.d.lotion 1nh.ereni. for capital in any coJ'llDOdi ty 
mCl'leYI it i:! 'dead' but i ndigpensable capital. 

'Ih18 oon't.rad1crl.ion can only be reaolved through the 
dP."te1oJll!!rl'~ l'raIII co_rcial credit ..of qualitatively nell 
fOmB of lIor.ey. nua i n! tially takes the form of 
.CIYtl.aa.tion or the bills 0 r exch8.l\8l! J whieb occurs 
when the capltalist who initially receives such a bill 
u.e 11 it in bis turn. Ii.I!I a liIeans of exchallge f or the 
purcbaee of c odlt1es, thus enabling hill to replenish 
hie stock ot oOlllllodity ca pi tal and complete t.he circu.1 t 
of hJII capital without the intervention of IIIOney. The 
bUl at exchange when iS8Ued doee not eoneti tute a 
ma&na of oirculation, it Is only wlt~ ita aeco~d use, 
i . 9. its use by its original recipient, that quantity 
passes over into quality and w~~t was 1nJt1ally credit 
becomes a maafUI of ctrc'llation . SUch lIlonetisecl bills 
of exchan8e. whilst tbey are equally able to serve as a 
lIIedlWl of e:r<1ba.l'l8e. differ from a cOl!llllodlty-money (such 
as gold) in that t he)' themselves have no value. As such 
these bUla do not require the allocation at social 
l abour to their production (which a.8 ye .saw 1Iaa the 
ground tar the contradiction between capital and 
cOlllllOliity ooles), since they exiat in a form that costs 
very little to produce, i.e . paper. 

mtilst cor:wercisl eredi t ariY,inated in the operation of 
merchant capital, with the development of capitalist 
p~oductior, it extended its sway to th9 relations 
between merclmJlt cap! tal and productive capital and to 
the interrel ations r-etween productive capitals. ?he 
eunenC'J of bUla of e%cbaDge a.ong cap.1tall!l and their 
nftutrallaation of each ot~er t!lroue;h the IllUtua.l 
ba.lanci.nr. of e l a:llllll, me81115 t~.at in transactions between 

capitaliftts gold ~oney 115 increasingl y displaced as he 
ned i um of exchsL~ge, to be reles-ted to the role of a . 
!'le re !'leane o f reyment used to 8'luare outstandinG debts. 
rO_VeT, a.I!I cO!lUllercial eredi 1. of t his type doe,. not 
initially CQ!'Ie into operation in t he relatiolUl \:>etween 
ca~iial an the ~orklng class, t~~ capitalist c lass 
r.us t have a stock of gold 1'1oney to provide for \IIa.g9 

re-ymen t.s, !o'urther, the axterusion of credit between 
capi tal s can only continue provid~d the circulatlor. of 
cOllllnodities does not falter, for debtors IIIIUIt e able 
t o pay the ir cradi tors in money when the bills of 
exchange fall due. llut debtors can only do his if 
either their oan debtcrs repay them, or if tbey succeed 
in sellinr, cogmoditles direotly for aoney. Clearly the 
fOI.'IMr carlC.le between cUfterent debtors 80 that the 
edifice of credit depends in the last raJJorl upon the 
latter, iteel~ dependent upon tha saooth continuation ot 
c Ol!llllodity circulation. Any interruption in -the 
circulation of cOl!llMlditiea can thu8 induoe a c.ba.in 
re8£ltiou of debts ufaulted upen. 

We bave up to now treated eoonOlll1c pilenOlllena a s if truly 
were the reaul t of purely econollie forcu. Thla La not 
in fact the case.for all the above economic relatione 
presuppose for their cOPtinuation I!IOIJll) definite system 
of legal relatiOl'lB, a poUtical super s tructure - in a 
<fOrd, a stale. 'I'h1.e becOll!es of particular importance 
in the case of credit eoonOllY, Th.1a presupposes some 
legally recognised unit. of money fol' the payment at 
debts. that 15 to say, it requires the existence of 
le~l t.ender. This may inltially coinc "de with a 
oOJ1llllodi ty oney. i . e . , ll!gal taruier may be a cOlTllllodi ty 
money such IUI the gold soverei8:D. Legal tender and 
conaodity ~oney are, however, distinct in that they 
correspond to di fferent exchangt! relations - one to 
the cndit econQIIY, .In whicb. credit relations and the 
corresponding juridical superstructure (law f 
contrac ts) nave developed 1 a.lld tM other merel y to the 
circulation ot con=oditlee themselves. Insofar &8 
oradi t econolllY d.l!V1Ilope from &Dd presuppose!!! the 
circulation of oommodities, it 111 possible for lesal 
tender or state money to completely replace commodity 
money , e.g. British currency now contains no 'precious' 
metals . 

Due to the need to eet wages in money . commercial 
c redi t merely restricts the field of operation of lIoney, 
and eo the need Cor lIoney capi tal persists . For th.ls 
and other reasons aaaociated with the disjunction 
between the conditione of production of surplus value 
and the condi tiOll8 of Its acoumula tion, bank capital as 
the dependent form of eListence of lOoney capital comes 
into exi8tence. 

Banks concentrate various small discrete hoards of 
money into a.aaa, thereby transfOrming them into 
IIODsy cap1 tal. '1'Iey concentra te the reserve funds of 
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}6. merehatlb and producers I thus a portion of llIoney 
capital .. hleh had previousl y lain idle can now be l aid 
out . "'ney coneentrate the sllllll l savings or all classes 
rendering them large enough to serge as money capital, 
plus all revenues which are uaually only gradually 
conRUMed (c.r. current accounts ). They represent t he 
centralisation of money capital lenders in the face of 
borrowers, and the centralisation of borrowers in the 
f ace of lenders. 

Banks pu-tic::.1J;&te in, and INpport , co ereia l credit 
throutIh their discounting of bllls of exc.han8e - a 
procesa Whereby banka purchase bills at a discount, i . e . 
be low t.heir faoe value I t he IIIII.8Ili tude of the discount 
be1n.g dependent upon the interest rate and the cred! t ­
worthiness of the endorser of he bill. Aowever, 
deposi t banking and the use of cheQues, by centralising 
tbe accoants of e%Chan81's between d1tferent capitals, 
progre8Sively rep1aces COllDllercial credit . The va:rioua 
forms of bank oredit: banknotes , overdraft rights, 
discounti.ng of bllls, the guare.nt eeing of stockmarlcet 
isaues , etc. , become the dominant sOtlrCe of cradi t . 

Tb_ be.nld..ng I!YBtem enatee money capit.a.l . The III8chanism 
by lilbioh it does this is siIIple . Depositors lend money 
to the banks, tbe baDke know by e~rience that only 
sCllle portian of dellOaits ls l ikely to be withdrawn a t 
any one time . Let us say t hat depo81 tor s are nev r 
likely 1.0 ... iah to w1 thdraw more than t of their 
de1)Osits at a t1lle. the banks are then free t o l end out 
the rflIaining i of the Initia l deposits. Thus if £1 0 
million was dB'JlOeited, they can l end out £7 . 5 million t o 
other capital.ia1.s . '!'tIe capital ists who receive the loan 
use t to purchase commodities, aT use i t to pay wage 
labourers, who in their turn use it to purchase 
co odities. Whiohever way , t he man y endB up in the 
hands of othar oapitaliats as receipts for sales . 
ThUe cap! t.aliB1.a in the ir turn de posit the money at 
th.eir banka. Thl!! banItJ! t the end of the cycle end up 
nth .1:10 m.111ion in cash and deposits o f £17 .5 1111 11 10n , 
plua l Olllllt O'Iltatancting of f,7 . 5 mi111cm . Cash reserve!! 
clearly st111 exceed t of deposits , Ba that the banks 
can a.p.1.D lend IIOney out , £5. 625 al1l1on this time . 
The proaaas 'trill continue until deposi ts = £40 mi llion , 
loans • t}O millian and caah = £ 10 111i on. These 
loans of £30 IRillion represent t he money capital 
created by the banks . The ~uantity of mone ca pi tal 
which 1.he banking syste.m can I:'enerate f rom an initial 
quantity of legal t ender or commodity money depends 
upon how much they IIIlS t keep i n reserve t o meet 
wi tbdrawale . This in t urn depends on the needs of 
depositore for ca.sh . one of the chief of lhese being 
the need on t he part of the ca pi talists for regular 
quantities of cash each week for wage payment s . Whilst 
such ta.cto:rs set limi la t.o t he creation of money 
capital , the state, in order t o incre&llB the 8ecur1 ty 
of the . banking syatem, often sets statutory I t.i ts to 

the ratio of reserves to deposits. Because of this the 
full potential of the banking s~tem t.o create money 
capital is rarely utUiaed. .Despite this the banka do 
effect an enorllO\lS eeona.)' in the use of cash , such that 
wherever a banking syBte. deYelope it aoon completely 
ellminateB the Ua8 of c&IIh in t.ranaactions between 
capitalists. More importantly, banking sets extra 
capital in productiVll motion, by unify1ne hitherto 
latent, because frogmentary, social capital . 

We said earlier t hat the t'ImdaIIental contradiction 
posed for capital by ~ty JllQ[\ey -.a tbat it 
entailed B portIon of total aocial capital being fixed 
in the fonn of gold, in which form 1 t oould never be 
used a.s producUve c.a.pital and thua never direotly sarn 
BB means for the exploitation of the working cla.sa. 
For the individual capit.ali8t, this 'II'IU!I erprassed as the 
need to intain a portion or ble individual capital &B 
money. Banlcing resol'r8s this contradiction tor the 
indi vidual capi tal1l1t, who can DO. deposit hiB money in 
thE' bank and eaJ:T1 interest. on it through bank advancea 
t o needy capitalists , who pay with interest (1 •• by 
handine over sorn of the surplus val ue hey 've 
extracted) . For social e&pital, hO'llever, the 
contradic t on reappears in tbe need for the banks to 
maintain a cash reserve. This fol':ll of the con rad) ction 
i s only resolved wlt~ the complete separation of l egal 
tender f rom gold in the modern irredeemable paper 
currency. 

The eeparat. i on of gold from legal tender is br ought 
about by t he financial needs of the s t ate. The 
bourgeois slate can finance itself in three basic _ys: 
by ta:m.tlon , by bor rowing money from the bourf,'l!oisie . 
or by the issue of token money . So lone as legal 
tender kept the fo~ of gold or silver coins the state 
made no pro f it Cram coinage (assuming no m1nt-tax, 
described above) . If instead l egal tender assumes the 
form of token money (i.e. coin of base metal or paper 
currency), the exchange value of the notes or coIn far 
exceeds the cost of printing or lDintine t hem . The 
surplua le thus avaIlable t o finance state expenditure. 
This resolves the probl em for t he capital ist class of 
maintaining cash reserves , by deducting the coet of 
these reserves from taxati on . Thus two unavoidable 
costs for capitalism are offset one against tne ot~er; 
and so long BB the i~sue of l egal tender does ot 
exceed t he quantity of gold ~oney which would otherwise 
circulate, the l evel of prices i s not affec ted . 

EFFECTS OF CLASS STRUGGLE UPON ACC1JlIIULA'I'ION . 

We sho'lr8d abov that if the workin class succeeded in 
gaining 1ftl.ge inoreases - with a eystem of commodity 
lIIQIley and DO state intervention i the ec onomy - the 
effect was t o reduce the rate of surplus value whilst 
leaving prices COJl8tant. If th i s a the ase , .mat Is 
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there to stop the lIOrlc1ng cla.ae completely abolishing 
ca.pitalist exploitation through repeatedly winning wage 
increases, i.e. until the rate of surplus value was 
driven to •• ro . I f the abolition of exploitation were 
that si.J!rp11 it would long ~ have been achieved . 
However, cap! taIls'" con tuns mechanilSlll3 which render 
tbis impossible. Pi rstly, as the te of surlll us value 
declines, capitalists find it ~ore profi t abl e not to 
acawaulate surplus value as productive capi tal ; i nstead 
atteapting to accwru.late it i n the form of money hoards 
or in the ram of fictit i oue capita l like bor,de, shares, 
or even 'art.1stic !ll&SterlJieces' . Whilll t indiv i dual 
ca.p1tal1ats _y attearpt to do thie it is impos ible f or 
the olase as a whole 1.0 do so . I!y atte.-p ing 0 sw! toh 
their profits into bonds, they reduce their purchases of 
new ana of production. Because of this, those 
capi bta...no produce means of production find that 
thay ha .. over produced and are unable to sell their 
output. /oIJ profl te in the capital goods ndustry 
decl~ fUrther aa:D8 cocrpan.ies go bankrupt and workers 
&re laid off. 'Ibis decl ins in profits produces a chain 
:reaction - investment declines fUrther, forcing mor e 
cOlllJllUlias into bankruptoy, The rille in unempl oyment 
leads to fall in workers' expen i t ure. producing a 
slwup in the np goodlI indWltries . 'l'te orisie soon 
s preada t...rou&bC7llt the economy, l eading to layoffs in 
all ind\lst.ries. Under these circumstances the r ise in 
UQe~oyment forces workers to compete f or obe, 
_alcans rades unions and enabl es eapitali8te to push 
down .ases. Secondly, when ca italists do inves • they 
puxohaae l abour-saving machinery , so that even wh n 
Qntput r1848 asa1n to jte old level , employment remains 
lower than before . And this makes i t more difficul t 
for work.ens to raJae ~s ll88-in. 

By themsel ves the banks ten ~o intensify t h is mechanism . 
As profi B fal.l and companies have d ffl cul iel!l meet ing 
wagee out of current Tee i pts, they attempt to mee t 
aosts by withdrawals f ro their bank deposits . In order 

o preserve their reae.rves in the face of such 
w1 thdIawalJi banks call in their short te cans . The 
oap! ,allats to wtlCIII these loans had been made, being 
thelllS1!lves abart of ca.eh, are unable to repily and are 
f oreed into bankruptcy. Unable to recal l their loana , 
banIuJ are toro.cl to suspend payment . Th system of 
c.redit ooUapa8e, intensifying th crisil!l and BJU'eading 
it aore rapid] y . 'l't8 classical example of th is ie e 
failure of the American 'bankinlJ system in 1929, which 
praelpltated the great depression of 1929-33 . 

TilE GRtif:RAL CRISIS PO&'T '29. 

The i creasill8 s.everlty of cap! taliet crisis , culminating 
i n the slump of the '}Os, alol18Bide full employment and 
prosperity In the Soviet Unlon, pol!led a severe political 
t hreat t o the capitalist class. In Bri t ain and t he US 
the slump was only te~lnated t hrough the Maaetve etate 

intervention in t e economy. 

'!'nI.des unlon st.ruegle can lead to a fall i ll the rate o~ 
~ofit and can thus precipl~te an economic recftssion, 
bu t j t is or.l~' 01~e of the tendencies .... hich act to 
reduce t he rate of profit. 

1 . The most fur.damp.ntal of these is over-accumul at ion . 
As shown above, this oocurs If capital accuMUlates ~or. 
rapidly t han the exploited 1 bnur f orce . r ere t~e rat e 
of profit tends to decline , because: - a) th~ orGftnic 
composition of capital tends to r ise; and b) the rate ot 
RlJr!lllls val ue tend!! to tal due to competi lion 800116 
ca.,1tals forcine: up the price of l abour power. This 111 
a general law at all capita 1st aecumulation. 

2. As capital develops into lIIO(\opoly capital, (1n1tla.lly 
dt:e to the increllsing social1eation of the produ.cth. 
forces), th cost of real1.sation of surplus value rl&lI8. 
e.g. the costs involy.d in granting an4 collecting 
credit sales, tne t1me-laB invo1.ved in thia ca.sb-fiow 
exporting coste , etc. Larser GlLpitale can afford t o ' 
spend more on salea efforts than their rival. and thus 
are doubly able to bankrupt the ir smaller competitors. 
}o'1rstly, enjoying l arge scale production , bie capl tal 
can use and de_lop thll III08t achanced techniuues and 
thus produce cheaper . But even it its commodities are 
no cheaper, a l arger oompany with preferential accsss 
to funds (either 1nte.rna.lly aecumula ted or borrowed) 
ability to hold large stocks and to export, plus better 
.adnrtising and cU.!rtribution, tends to displace a 
smaller company. Advertising artd salesmanship thus 

ecome a potent new forae for the concent ration end 
centralisation of capital . As a result industri es 
become dominated by a handful of monopo11sts, all so 
large that they gain 1 tlle further advantage from 5cal~ 
economies. Increasingly competition takes the fom of 
sales effort in al l i t s various asp cts. This reduces 
prori te because a portion of I! rpl us val ue is expende 
on the w&«es and general costs o f those involved in t e 
!!&lee effort. Secondly, as the realisation of. pl us 
value absorbs .ore labour, less Is left in productive 
employment. As only productive l abour can be exploited, 
~he base for exploitation is narrowed, !n~er.Bify!ng t he 
inherent movement toward oveI'-&ccumulation. 

5. Ml itarism, the product of cont ici10ne on the 
international scale. In terms of expense the fTeatest 
of these is Lnat between the various i mperialist and 
l!Iocial-imperial1st powers . Nl li tary expenditure 
ari sing out of the great arms races , from the Angle>­
French naval rivalry of t he 1870s to t he con~emporary 
RuseO-:-AJDericao rtisslle race, absorbs an i ncreasing 
quantlty of labour and sans of production in the most 
advanoed sect ore of the capital goods induatries . In 
the earlier stagee this wa.s probably beneficial to 
induetrial capital, &15 the state was able 0 ooncentrat. 



2. 
accumul ation of prol etarians becomes impossibl e . As a 
reS\llt, lhe ra e of arofit can only be mai ntained by 
imp ria1 st plunder and t hE export of capital . Imper i alism 
all owa an exte:Tllll accumul a tj on of tt. prol etariat 
t.hrough cap tal export. The lim t s to the accumulati n 
of the capita of anyone imperial i s t power are now set 
only uy t.he Krowt h of the prol etari t 1n t hose areas of 
the world that it can uecure as fie 1 d~ for investment . 
'l'he se srure of the worl d ' s ncheet r:lineral reserves in 
the colonial countries can also temporari l y of fset the 
declinins tendency of t he of it rate, by cheapening the 
element of c natant capital and thue offsetting the rise 
in the Gr88l11c compo.sJ tion of capit 1. However, the 
rield far c pi tal elCPort has been /}rBatly undemine 
since orld ar 2, as the Chinese Revo t1 n removed en 

l oe no less than one quar t er of t.he wo I d's ot al 
populatiClll from the bl essings of such" ofi t ble 
Investnenth now ojoyed in Southern Africa . FUrther , the 
sources of cheap raw materials are, as mentioned above, 
dwindl ing, d e boLh to exhauetlon of reserves and 
OCllltradiCtions be~en nationa.l bourgeois regimes I n the 
n1Brgen1. nations on the one hand, and t he imperia.list 
p~ re on the other. Likewise the assertiveness of t.he 

aruUord1at Ill\d pe i t-bourgeois regimes consti tuting OPEC, 
as they develop 1nto good natio 1 bourge01si es, 
exacerbate th8 already chronic condition of the 1 kes of 
lndJa (about one sixt h of t he wor l 's populati on ) , so 
reducing the funds available for investment in the I ndian 
infrastructure (i.e. roads , railwaylS , ·oclc.s, c=lca.t ons, 
etc.), which 1n t Un:! lIIIllces produc t ve investment (in 
plant) by (eay) British Ley1a.nd , Lhat much more limit d 
and lese profi~ble. Hence , in the weaker imperial i st 
powers wheza all these contradi ctions are most acute , 
(pr~ll,. l1K. but inoreasin y the US), the slower 
developaent of the productive forcee and the reS\llting 
lowar .alue of t heir labour on th world market forcee 
repeated dnaluations of their currencies. AS a re 1 t 
the export of capital becomes more expensive as does the 
illport of raw materials. 

Th aut tic reeponee of capi taUam to falling profi ts 
is depreSsiClll. WIl1le the proletariat wa.5 politically 
and IiIcCIIlCIa1cally =BIU1ieed, th1e eoableJ wa.ges to be 
foroed down and thue the rate of erploita~ion to rise . 
DtpresaJ.an also involved coeta to the bou ·geo sia in 
that 1t held back the development of prediction , and 
forced man;y cap! tals into bankruptcy (thiJ latter effect 
benefi ted large-scale capiLal which WBB aJle to buy out 
com-petitors at barpin prics:!). Tbess di sadvantagea were 
~ore than outweighed by lhe increased rat. of exploitation 
which dejlression brouaht about . lncrea.s 18' trades union 
&h:angth enabled the work1ne olase to :res' at t hia , 
however. and I.fter 917 the devel opment o · th.e communist 
movement made each depreaeion a potential political 
diaaatar for capHali8lll . It beca.roe naces ary for the 
state a.s the peraonificaUan of the hourS' oisie as a .mole, 
to ensure the ecooOlUc. aa nU &Ill the po l Heal, 

reproduction of ca.p! tal. IJllperialis:m develop!! into etate 
monopoly capi t a l i:!m . 

state monopoly capi taliam i a marked by the iDcrea81n~ 
interpenetratJon, and ndeed i nseparabillty , of politics 
and econol'llics as the &oonollic func U ona of the s t.a te 
unuergo 1mlIIense expanei.on. Among t he chief IUIpBCU! of 
th is &re I the mergina of fi nance capital with t~e stats 
monetary system; an i ncreasing portion of the social 
BUrplus product Is appropriated by the state t hroush t.l1e 
t ax systeml an even greate~ expansion of state 
expenditurel depP.ndenoe of large &ectora o( private 
monopoly capital on state subsidy! and ri.nally the 
conversion of private capitals into state capital through 
naUOI"..a.lisation. The 1'8.II1[1<:ation3 and 1IIplieatiOl'l8 cd 
most of this 11e outside the scope of the article, sa we 
are i nt erest ed chleny in its relation to inflation. 111 
tha t we can do here i e to l7rie fly indJca. te th8 ohanBe in 
the nature of the bue and in .Ha relatione with the 
3uperstructure • 

CtJlUUl T BASE AND SUPERSl'RUCTUR3 I.:J'l'ERRh'LA'i'lOMI. 

'!'he speci fically cap! tal1l!lt :uo<le of production ba.a two 
f oundati ons: firstly, in the nature of th~ ~roduotlv. 
forces; ann secondly, in the system of property relatione . 
All mOlles of production develop and shape th prOtluctive 
forces inhet'ited from previous modes, giving thelll a fOnl 
appropri ate t o the new mode of production. Under 
capitali sm thi s form is that. of mach1ne industry. 
capital i st ~chine i ndustry contains at the level of the 
produc tive forces t he germs of t he fundamental 
contradict ion of capital i st society: t he contradiction 
between social product on and private appropriation. This 
stelll9 rro/Q capi tal f5t production embodying two 
qualita ively die t net forma of the division of labour. 
Fi r st, divisi on of l abour within the factory . Thl!! Is 
Rtructured into an or ,mi c uni t y by t he teohnical 
exi8'Bnciea of machine product ion l "i n an organised syste. 
of mach inery, where one detail rlSohine i constantly kept 
employed by another, a f xed relat ion is eetabl:shsd 
between the i r numbers, t . ir ai~e and their speed. The 
co l ect1ve mach i ne, now an oreen! ed Byste~ of various 
kinds of indiYidllal maohine!! , Wl.CI groups of lnuvidual 
mach nes, becomes more an more perfect, the more the 
procesa as a whole becomes a continuous one, i.e ., the 
lass t he rnw Materi~ is i terrupted in its passase from 
Ha fi t phase t o its l ast" . (Capllal, Vol.1, p.415). 
This div i sion o{ l abour 18 a prior i , which mel!llB it dependl! 
upon the mown tecM cal capac ities of different machines 
and ae S\lch an be preplanned . en t e other hand , so 
l ong as t he ind i vidual units of production of any given 
t ype of use value I~ve an output ~ll re l a.tive to total 
90cial production of hat kind of use value, i t is not 
poS8ibl e t o have a fo~ of divis ion of labour at the 
B cIetal level .nlch corre~" to ~at at the factory 
level. Unde-r these cIrc t.811C8, the individUAl 
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ractories wlthin which mechanical division of labour 
opel"ates cannot be knit tocet!1e't' in a silllilar system . 'Ibe 
various factories produclng a given us value are 
technically independent of one another. ~is installs 
a eeparation ot the units of production Olle from another. 
Ibis eeparation 1!Iea118 that the social division of labour 
la only established a postiori, 1.e. through the exchange 
of co adities . capitalist property relations parallel 
t his 8Qpar&tioQ with anotheZ1 the separation of the direct 
producers fio" their mear<5 of production. This 
h i torlcally brought about by dinct. expropriation and by 
the inability of the small oducers to compete with 
aachlne inc:tustry. 

Tbe first aeparetion i ntroduces com.odJty relations 
between units oC production -- means ot productlan and 
produots become com.odities . The second eparation makes 
labour JOWBr taelC a commodity. Under these circumatances 
production o8colll8s the ael! expansion of value - t.he 
eXl'loitation ot the direct producers thrOU6h t e extraction 
of surplws valuei NOT the creation of use values. 

The d:lvision of labaur within the factory r equires 
managament or ccmtrol, this funotion being asSUllU!d by 
capital through its person1fication, the capitalist 
J:laII86Br. It Is because capitlLl thr~ ita econooic 
a,;;ents can eCfectively control production, that it can 
elt\rBQt surplus value . llUt &8 capitalist control, its 
entire objective Is the self expansion of value , not ' the 
satisfaction of wants'. 

CoIIIIIIl:dity cUooulat.1on allocates the labour prorluct between 
the difterent brancbea of production and the different 
olaasel!l of society, thus reproducing both tne material 
and social prerequisites of production at the economic 
level . Simultaneously, the comFetl t ion between capitals 
th~ necessarily arises from t he nature of t he produc ive 
faroes (eince all are owned b private persons for tile 
puX'JlOae of acquiring as IllUch weal th as poeBible, forcing 
each t~ find a profitable niche), regulates pas tiori, 
blindly and crudely, the division of laLour in soc i ety. 

Capitaliet ac~t1on, however, develops th scale of 
the unHs of production. This prooe8S begins to 
qualitatively attect the division of labour in soc iety as 
a whole . Aa unitB of produotion ~w in siu, the ,umber 
of proclucint" un! ' 8 in each branch of production declines. 
The ~ multiplicity of producars which formerly 
dete~ed the nature of the division of labour at t he 
aocial levl1 begins to d1aappear . J.B th1s happens , the 
social divis10n of labour more and more takes on t he 
characterist1cs oC the divieion of labour in the factory. 
1.e. each sector comes a mere extension of generalised 
social production (c.f. the ramifications of a strike a t 
Lucaa . or the bankruptoy of lIolle lIoyce. nel ther of wham 
~ lij.!"Iywhere near being pri/lllLry pz'oducers). Il\8ofar as 
thie occurs, the integration of the different branches of 

production through the -.rItet becOlles IlOre d1!Ticultl it 
i8 Car too "unconsciaua- a mechan11111 . Accordingly, the 
possib1lity of the interplay of capitals in Crae 
ca.pet1tion for l abour ~r and volume of sales decl ines. 

Instead of integration of 800111.1 div1sion of labour 
tbrough the market, whet the producti" forces dBlllBnd 1a 
a social control over prochtoUon similar t o that which 
within the fact ory , i8 exercised. by the capital1et a.e the 
organiser of production. '!!le outputs of parallel and 
sequential st&8ea oC Pt'Oduot1on must be brought into 
techn1cally detera1nate planned ratios. ~s is lnlt1ally 
brousht about by the vertical integration of production 
wi thin giAnt Ill1terprlses. Within these, control ot 
production "r8lll8.iJla 8Il1ded. by the t.perative oC 
a:d.mis1n& the profits oC the aoterpr1ae cOJl(!el'1lSd. 
Increaa1ngly, howver, for vital seotions of the 
1.ndw!t rial 1n1'raatruct~, 5UCh control can onl,. be 
exercised from aboYe by the coordinatins Mchan1fII at the 
ruling class (e ' b' Blec~rioity/Ruclear Power, Aircraft, 
Rolls Royce, Coal, steel , etc . ) . 

But all material production is aln.ya nec~ily also a 
reproduction of sooial nations. 'ftlQ coordination oC 
material production by the state is ailluJ.tans0U3ly a 
perpetuation of production as the reproduction of cap! tal. 
The apparatus wh1 ch was previaualy conoerned chiefly with 
the constraining oC class st:ruggle in the interests of 
capital, must now step i n to ~tee the extended 
reproduc tion oC t he t echnical conditione o! capi~ist 
produetion. The state to an ever-expElndine extent 
bilcofllSs reeponsibl for the allocation of labour and 
investment. betnen the different branches of prolluction 
( though thi s control is st1l1 carried out in ~b8 main 
via the use of t he lIIal"ket.). This intervention retains 
as its objective the perpetuation of capi talist social 
relations . It ls only through the regulatory function 
of t he state t hat the capitalist cl asa retain their 
effective control over the productive f orces . In t hose 
conditions, whiohever class controls t he state can 
COJ,.;md product ion. To remain the ruling cl aa s the 
bourgeoisie lII\lst ret.ain control o f the s tate. Far the 
capjtaliat clasB to be rendered obsolete, and the working 
c las ~ t o cont't'ol production , the state by which the 
bour58oisie retain control of the base must be snashed, 
~ld r eplaced by proletarian apparatuses of state control . 
',ihen , and only when, thill has been -accompl1shed , can the 
worki nc class build a truly socialiet 6Ociety. 

THE INPLA'rIOllARY IoIECRAlIISK AS A WHOLE. 

Everythi~g which tends to reduce the ~te of profi t tends 
to proauce llne'!lployment . 

In the preceding sect 10n Ill! Hated -rariOUB factors 
taDding to nduce the rate oC profit. all of these 
_ould by th8118s1ves produce tendencies towards 
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unemplo)'lllent. In terms of inducing unamployment the most 
potent factor is wage increa.ses. Wa&e increuea a.re 
brought about by the overaccumul..ation of cap1tal and by 
the increaaing organisat ional s trength ana mil itancy of 
the proletariat. To understand the importance of 1ra&e 
increa.ses a.s a factor cauein« unemployment we IllUst look 
at the meohanil!lm, ~ereby decl ining profits engenaer 
unemplo)'llSo t . 

DeelinlnS profits cause a r educt i on in capital i nvestment 
below the level necessary f or the maintenance of fUll 
el1lploYlllent.. H01f&ver, t he rate of profit. which i s 
important in he determination of the level of 
inveBtmen, not the grOS5 level of profit , i. e . total 
surplus value divided by total cap tal stock. Rather, 
what is important in determining the level of investment 
1& what IIaJ:X calls profit of enterprise . Profi t of 
ente prise is the rate of profit m OIlS the rate of 
interest, or, as Marx si cni fied it, p - 1. ~For details 
of the dtv :don f profit l n 0 pro fit of ent,erprise ana 
interest, see Capital Vol.I! I , chapt er XXIII.-1 
Intereet appe8.l:s a.s the r eturn due COn&equent upon the 
mare ownerablp of capital; and prof of enterpris e 
appears &8 the surplus above t his due t o the proauctive 
employment of capital . If the rate of profit falls 
suff oienUy l ow , cap " talists will attlllllpt to convert 
thei r llUl value into l oan capi tal - on whiCh they 
8'9t the rate of interest a t l east - rather t han risking 
its productive e ployment for _hlch th y may get a 
retum bel O"ll' the rate of interes t. 

DaUse profit 0 enterprise i s determined by two 
different thlogs, gross profi t and int erest, it is 
SWloeptible to var tions coming from two different 
direotions. It. 18 reduced by riei g 11 t ere8t rates, and 
falllng gro8B profit rates . 

age increases are particularly important as a cause of 
tnadequa • inves ent because they reduce profit of 
enterpriaa in both ways. First l y: tney reduce gross 
proIit rates by OD Ule one hand lowering the rate of 
surpl us valu.e, 8Ild on the other by i.ncreasing the mass of 
eiraul.a.t1n« oapi t.aJ 00 mic the rate of profit must be 
calculated. SeoOlldl I .age increases entail i ndustrial 
capital wt thdra.1rl.Dg a greater quantity of money each _eek, 
in ordu to lleet wage p&ynwnts . These increa.sed cash 
wi thdra1lllls tbreaten the reserves of the banks. To 
counteract this , the banks rais interest rates in orde 
to attract CIOre depo8i ts and discourage borr wing. The 
comb ned effects ot decreasea tp:'OSB profits and increased 
interest rates Bot 0 queeze i vestment . 

Decl.in.in! Invsst\ll8ol lDeans inadequate demand for means of 
production. A8 order books empty, compan 8S producing 
means of production lay off workerll. This reduces 
1Ie.12I8.Dd for workers ' cOIlSUII]>tion goods, which iD turn leada 
to still lees invest nt and sti l l more layoffs . The 
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t endency t owards unemployment is aggravuted by monopolistic 
enterpr ises attempt n6 to offset f il ing profits by 
raising their price levels. The i nevitable result of 
price rises in condit i ons of s l ack demand is t ha t the 
actual quant.ity of colllllOdl ties sol d decl ines even more 
rapidl y t han i t woul d i pri ces had remained stabl e. 
Unable to sel l the i r oommodi t ies the monopol ies cut back 
production and ay of _orkers. 

In attempt ing to reduce unempl oyment the state has two 
avenues open to i t. It can e i ther directly increase 
demand t hrough government expenditure and/or reduced 
taxat~oo; or by lending to the banks it can directly l~er 
the rate of int.el'est thus ra sing profit 0 en erprise 
(p - i) . Government expenditure can be financed through 
taxation, borrowing or the printing of money . If t.aUtiOD 
is used it has :,e diSlLdvantage of l argel y offsetting the 
expansionary effect 0 government expendiiure. If 
borrowing is used . thi e increases demand for lIIoney 
capi tal and pushes interest r a tes ba.ok up, t'urthe.r 
reducing investment . The m09 e~fectlve way for the 
state to r&auce unampl oym nt s thus to finance its 
expenditure throu8h the creat i on of money. In doing eo , 
the state acts directl y t o ere te suff icient demand, 
whilst at the same time the money _hioh the etate creates 
and uses to puxchase cOllllDOai ties passes into the hands of 
the ~, who are thus enabled to lower interest rales. 

The Oftr interest rates prOl1lote new investment. This 
investment expenditure by industri al capital is financed 
by l oans which t he banks can now ~8 thanks to .he 
i ncrease in t heir lIIone), reserves . vi th demand :ltUIiained 
by ored t 8xpan ion and 80vernmen l expenditure, It oow 
beco~eB possible for firms t o recoup rising costs 
through price increases . W" t stagnant or declini ng 
demand , any IlUcn at t empt wi ll reeul t i n decreased sales, 
but now prices may be raised "i thout a correspondine 
ecrease in sales. Under these conditions , it may 

appe~ t the di vidual capilal st t ha t through a mere 
act of wil l he can increase his profits y raining hia 
prl es -- ' If wishes were horses, beggars would rias'. 
The capitallsi ' s hopes, aspirations , and prices are all 
dependent for their realisation on behind-the-scenes 
act ivity f the s tate and the banks . Even under non­
i nflationary condiLions the il l usions of compel l i on make 
it seem 0 individual capitalisls that profits have lheir 
origin in cunning and ' financial i zardry' . rather than 
In t he exploitation of the prole t.ariat. nder infl ationary 
cond i t i ons, such il l usions are magnified enormously . The 
mystio powers of creal L enables '"l ~rds t t o make millions 
from juegling and specul ation _ithoul directly employ~ 
a singl e worker. 

Rising pri css reduce the purchasine power of he wage and 
8 deval ue l abour power, leadi ng to all increase in the 

ra e of surplue alue. So trha l started iLS a lI\e&8urtt 

a.imed at preventing UIlemployment ends up by inc.re&4ing 



4B. 
erploi t.a tion! 'ltIe fundamen tal con lradlc tions leadln8 to 
a declininB rate of profit have not of course been 
resolved. Increasing prices lMlce the worltin« cla.aa more 
determ.1.ned 10 t.be economic slrutZ1e, and also the tendency 
towards overaecumulation still holds. Similarly, al l the 
other reaaona for decl ining profits atill hold. In due 
course, once prices have stabilised (relatively) , the e 
l~s start to act once ll81lin. AlthOU4ih each injection 
of more aoney may stave off incipient depression , once 
prices stabilise the tendency towards depreasion 
r.-lIIII8rges, oecesai tating further monetary expansion. 
Like an addiot, a capitalist econODJy dependent on 
.anetary expansion requires ever greater doses. 

'Ih1lat tha cap! t&llst international .onetary I!}'5tem 
reta.1ned SOIII8 sellblance of order, the need to maintain 
the value of the £. restrained the :British bour~oieie 
froll using the full .onetary po'IIers of the tate. 'Ibe 
'CHy', as our finance capitalists call the_elves, 
opposed 8JlY llleaBUreS whIch would weaken the £. This was 
no mere eccentricity on their part .... on t he contrary, 
it was ft.r.ly grounded in their c la.s8 interests . Their 
ability to attract deposits in the world money .arket 
depended crucially upon the value ol the r.. ihen tU 
Wleven d.evelo}llllant of capital on t.he world scale and the 
a.ccUllUlaUon 01 finanCle capital brought about the demise 
oC UI.e Brettoa lfOode sywtelll, a I!I!lj or conatxaint on the 
wse or 1nfl&tionary finance wa.a removed. 

At an earlier historical stage, before the contradlct iollB 
of capitalist aoCUlllU.laUon becaJDe llanifeet in their ful l 
1nt.enalty, the GIIlterial and 80cial cond.i tiona of 
c.apit&l1st production could be reproduced throush t he 
aec.baniSll of co_od! ty oirculation. C01lllllodity circulahon 
could EUlBUre the dietribuUon of the value product. between 
the dlfrarent bre.nches of production and between the 
diIr.rant classes of society . Under these condi t ions t he 
cJ.rcul.atlon of moJWY was a mere renel( of the circulation 
of cOlllllodJ:Ues. LPor renexivi ty, lIee Capital Vol .I , 
page 91. xerrJ. ~ function of t.he staLe in respect of 
the ~onetary lIyste. was restricted to the iSBue of 
IN.1'fio..181lt aone:r to meet the needa of commodity circulation, 
and to providing the technlcal sta.ndardB (e.g. weights, 
~) and the legal framework for economic contracts. 
As the conU'ad.i.otions inherent in Lbe enen ed 
reproduct on of capitalist relatiollG (at the world l evel) 
develop, DIllDoditied cOCIRod1ty c irculation becom&1!J 
inadequate to the reproduction of capital. Row, instead 
of ua1ng ~e monetary ayste. merely aB the passive 
servant of cOllllllOd1 ty circulation, the bourgeois state is 
forced to transform it into an a.cti ve mechanillD in 
reproduction of capi tal. The re produc tion of capitalist 
ocial relatione at the economic level becomes dependent 

upon the budptary and mooetary pollcy of the :state. A 
rul in& class can rule only so long as it mainlarna-­
lIlIUftery and cantrol over the productive farces. If it 111 
to !lUn'i?e , an exploiting cl.a:.>s mWJt aka t.e produc!.ive 

I 

I 
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forces into a continu in means by I'Ih ich iL may e)'ploit 
the " or ki ng mas eD . For Lhe ca pital i s t. class thi means 
tha t the produc U ve forces III!.lSt be used f or t he 
prod ct i on at onl y of uee-value, bu t al so of rrur pl us 
value. The lDeans of pr uc b on mu t be made t.o serve as 
ca i tal , as i nstruments for tt.e ex opria i on of pal 
1 buur. At tile pres en t t i me , this r eql: l reS active s ta t e 
i nt rv en tion i n t~e c i r cul ion process . It re1uires 
t ha t mone t~-y policy ecomes an i ns t rument in t he 
repr oduct ion of Lhe prod ct ive forces in Lhe fo of 
ca i t a l . C ntrol over the mo etary sysLem becomes a 
weapon in the cl ass struggle and a vi t 1 appara t s of 
bourb8 ois state power . fio l onffl?r can the state merely 
provide the over al l co d tion · t h On whic pri vate 
capita l can r.e t on wi Lh i t s oVln sel f-expansion -
the lat e mus L ac t direc tl and conti nually In Ule 
economy t o ns e e ver y runc II onin of capi talis t 
prod ," Li on. 

nEV I ATIOW' I' 'ffiE QUESTICN or' WLATION 

The tl~ee principle deviations on thIS question are: the 
petit-boureeois t i-monopol l t tendency. and l ef t and 
righ t econolD.i ID. 

The f irs t of these has already been touched upon i n the 
section on the theory of cost-plus. In j s es sence this 
tandency attributes i s ing pri ces to the decisions of 
'mono oly ' (as i anti-monopoly alliance ) to raise pr leeB . 
The fundament al i dealist nature of such an erpl alia Ion 
has al ready been poin t ed out . It is the ideol ogi cal 
erpr ession of the antagoni sm between s mal l capital and 
monopoly capital . In Capi tal 01. 3 , Ma-~ shows ho. the 
total surplus value extrac t ed by society 's capital, 
consider ed as one whole , is (in the absence of monopoly) 
shared out between different capitalists in proportion to 
the mass of capital which they empl oy. U er conditions 
of f ree competition , the profit accruin& to an individual 
capital does not correspond to t he mass of surpl us v l u€ 
t hat it expropriates !'rom t he .... orkers whom it employ . 
The surplus value i s shared out so that each capi tal i st , 
provided of course that he i s of at least average 
effic i ency . receives a prof it proportionate to the total 
capi a l t t he emploY8, mult ipl i ed by the average rate 
of profi t. Each al q ot part of t otal social capi tal 
t hus t ends to receive an equal amount of profit. This 
i dyll i c seene is ho"ever disturbed by the advent of 
monopolies . 

Monopol ies arise when the scale of production is so l arge 
t hat it is not possible to have a l arge number of competing 
ca pi t als producing the same commodity. Whereas previously 
any capi t alist who introduced a l abour-saving i nncY tion, 
and t hus eDabled the production of relative surplus 
value , wa. soon forced by oompetit i on to reduce priees, 
the monopolist no lon88r has to . Instead of sharing aut 
the ra lati ve surplus value whioh he produces among total 
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:'lOC i 1.1 capilal , t.ha monopol i retains it himsel f . '('h!s 
' ", lhe ~i8 o f r.tor.opG l y p ofU . It i s t 19 change 1n lhe 
i:llri Lion 0 ' llI'plus value broucnt a bou t by the advent 
f ~onopoly, thAt underlie Ule petit-bourgeois objection 

l ,onof,ol :l' price . ,hils t anLl -monopol j st . eolo ry has 
i l" orl,'tn ,ur.on Lhe 3rnall capi L~l ill t, it find s read 
custo r and saleBlIler among lhe new pet! t - bourt;~ois "i e, 

i . e . unpro!1ucllve w-"ge earn r~ employe y, aT" epe den t 
upo monopoly capHal or i L ~HaLe . Being produc tive 
(I . • t.hey IlTOiIUce no ~Ul'p] 'J$ value), t hese layer::. are 
not .u j ct 0 the opprersivr di~ cipline or r egimentati n 
lh L the product.J on of 'lurplu3 val e ente i l. . Insofar Ii. 

they co into connici w ' ~h nonopol y cnpiL I, it is lI Ot 

a:: x.,lo i Lt'd ,;roaucers DU L 119 cor.sumers . A l heory wh i ch 
t'lIpl 1 rofj t:1.8 rit,1l1atine in t' hangs , nOL produ ction , 
h~ of cour. e onai era~le appeal t o such peopl e . I f 
profil arises tn exchsnge , then they , as conGumer~ , are 
a ~~plol pd a~ any pTod~ l ive wo~ r. Cl asses van ish 
and w are le"t with a consumers ' "a.n ti- '1onopolyal l iance" . 
or ' The Peo?}e ' v DIe Mononolie!! a l a CPCB ' s BriL ' sh Road . 

WILhin th workers' movement ~uch theorle~ s erve Lo mask 
h rue nature of the explo i tation rocess and thus h i de 

the r~ lation tlreen inn a Lion a.n<.l ec o omIc c l ass struggle . 
Pol itic ly they Give r ise to demands f or pr ice contr ol. 

i theI' throU!;h Lhe break i ng- up of monopolies or through 
soverna.nt. rioe regulallo~ . The l r.s l of t hese l!! 
utopian and h storically reac t io ~onopol y capital 
ia the ine i hle OU COI11I' o~ capitalist dev l opment , ru,d 
has I . tounl1a.tfon i., Loe p!'Orrres!! ! ve oc i all :Jlllion o f 
the produc t ' ve forces brouGht ~baut by .hat developmen . 
Ut breakinll up of ono pol i"~ would er,tail reeression to 
a .ore primlt've eco omdc l evel . 

lIut. t. lIould be tile e rfee l of a water-t i eht price fr eeze? 
The Cl t a feeL lIould b~ to create a general r i ~e in the 
eve] of unenp1oyPI~Il· . A pr-ict' fr eez would preven l the 

co.pen t ' excess demand creatpd by credil expans ion 
mld 1(0 ernunt erpenditure from aki n/! effect , With 
these compenaatin6 effect aL· lished the r ate of prof t 
would resume 1to decline. ~hilst i nflation persisted, 
rl01ng prices c noL L y devalued deb~ , allowing 
induatrial capita) 0 sustain - h igher 1 vel of t. rrowing 
t.I:Ian ould otherwise 00 pt"ilctic 1 . Once price rises slop 
so doea lh v luatio of de bt . The burien of inlerest 
chBrBeI! and debt repayment risea . Profit of C ierpriae 
is squ .~d t .en fallln~ profits and ri sing debt 
ch rgee . A cu~ula 10n is interrupted and r enewed 
unemployment oete In . The ~eeond erf ec would be the 
development of shortage8 and blackmarkets . The aifferent 
branches of production would be unevenly affected by 
the Fioe freer.e . c ordtnr lo bo" hi gh their rates of 
profit were prior to the freeze . Output in Lhosa wiLh 
l~e 10W8a rate of profit lIould fall mo~t rapidly, 'iving 
r l Be to ohortiln • o fa.r ;la h. s occurred in ~ndulltrlea 
proou 1n. ~ of prOdllc I on. the erfect lIOula be 
eUlllU l tlVf'. In COl'1l'lodlly roduclion, lhA llocaLlon of 

51. tne laoour product ~etween t he different branchp9 of 
pr uuctj on 1 ~ carr ied out through the exchanb~ of 
c Ol'Wllodit i es on the I:IaTke t. 1,,1s al l ocat ' 0 11 ! vi I.lt.l t o 
the reproduc t Ion proc ss ; any measures ouch as rieid 
"ri ce fr e e 7.es , whic i nhibH thi~ l ocal ion , musL 
Inev itabl y inlet'fere with Lhe reproduc1.l:m or the 
c :mji ti ns of production . ]'CodUc Llon . as a resul t , is 
more or l ess dier.lpted . 

i ell t.- bourgeois iln t i -monopollsm, " ,ich sees lhfo ori~in of 
prcf i l i n exchange , cannot undersland tn .. relatlo:,s of 
Pl·O~>lC tiOTL . n .!! olution to inflation concentra teo upon 
c ondi ions f exch~ whilst eavin~ the r~lation!l of 
prod1Jc t i on un oucheo . !l\rt relil.ti ns of 7ChanC1! and 
di~lri t io ~ ve their baai& in the rel&t ione of 
produc ion . Tat t.e~pL to ch8J11{e only the fonner and 
no" the l alter is flti 8; indee il la poait ~yely 

dIversionary . 

The next deviBtion .i s l eft econoa115l11. SUbJeo ivwly , the 
proponentg of thl endency arc revolutionary 8Ocial!ata. 
'l'hey rec ot;ni .18 that &11 val e i>j produced by the 
Jl coleLariat IUlC that profile are thus a. deduotion fram 
tIll .. value . TI.ey eenera.l.l y lake, however , :Doralistic 
v iew of profj t.s , which axe seen I1S arisine frOlO the 
proletariat being "chea.ted " out of the fu ll value of ita 
l>iDour . The fal l a cy of this viewpoi nt was thorou~ly 
hown by Marx IUld tnse1 5 . It i s afl sen ti aJ po.l.nl of 

marx ' !!t pol it i cal economy that. 3Urplus val B arises 0 t 
of ~h . e xchange of quivalent value . ~he labourer io 
pajd the ful l value o · his labour po1rer . Idili La:nt 
ec nomi sm BP s ca pi tal i sm as e3sen t ially a syatem In 
Nhich the workers do nc t roceive the- full value of their 
lab,) ~r , and as a oor.sp.que nc , s oc ialism is seen as lhe 
worY.er re,: iving the f 1 value o f their produc t." It 
f o l ows from this viewpoint lhat Lhe st:r\.lg{tle of the 
prolA tari'l. l t o raise t h v lue of l abour power is 1tnelf 
a $oc 'a ' st slrur.81e . 

IN L anybody faJII lliar wl th ,\a.rx shou l d rea1.l.se Lha t under 
~ c ' aliBm aurplus lua (i • • t ha l produced tn excess of 
n~ (then ) nece3!la.Ty m ans of 3ubnistence wi ll continue 

.. I n c ~e 1 t !1houl seel!! i ncred j Ille LhaL liJlyhody flowadaya 
c O Id seriously el_eve this' gar Rlcardlan-aoc1aJlsl 
not ion , a.nd tha t we are Dlerely t U t ing at IIlndJllills, we 
qua Le fTolII the snciali st. .Iorker Pamphlet : " A'hat'a 
~I appen ing L your ~s? " '1'18 pamplu eL takes tbe form of 
queslions and answers . n paee 6 we flnd the question: 
" you Kf>e p menLionlnt: L e flqUeeze on profJ.La !;ut. surely 
profi shave n ver be n 30 high'!" "0 wnicb ho followinS 
answer is (.i ven ; .. or Lhf! c011len L yes . And Wa have Lo 
deny the rigf1l of IIpl oyers l o LAke pTofi ts be tI,oy high 
or 1 w. Th ' fu l l product of l ahour bp.lon6B to Lhe 
worklng cl e...'Js . " 
~ng"f>ls ' "Anti-Duhr1n&" la l!!Jpecially cUlt n& about thla 
oudook. 
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to be Le~ui re d from the workers . The pr ol e tarian s tate 
wil l th e a ppropri t e surpl us value (or t he sake of 
'Hl8Jllenting society ' s t ock of' meanll of prod ction, and 
for tn romot10n of the cultural and educational 
deve l opment o f society . SUrplu~ val ue wil l be the i ne 
qua non of s o iall t construct · on -- unOer caplt l i m it 

aB Lhe basi c prerequis ite of capitall t production and 
reproduct on. 

wpeaking of ocialis society, r~x said : 

" •• • the cooperative proceeds of labour are the otal 
5 cj al produc L 

"From thi.8 IIU t no be deducted: 

"Firet, cover for repl acement of the mean 
use;rup. 

"Seoondly, additi onal por ti on for ex sio 
producti on. 

of production 

of 

"Thi rdl y , r eserve or insurance nds t o provlde against 
accide ts , dis ocation8 caused by natural calami t ies , 
e t c. . 

"These deduc tions from the "undi.l'1 inished proceeds of 
l abour" are an ec onomic necessit ' d their magn itude is 
t o be determined accor di ng to avaI iable means arid forces, 
and part ly by computation of proba bilit ies, but tbey are 
in no way calculable by equity. 

"There rellJlllns he other part of the to tal produc t, 
intended to serve as means of consumption . 

WSeIore thiR i s di vi ded among t he individual s . there has 
to be deducted again, from i t: 

"Fi r st . the general costs of admi nistrat.ion not belonging 
t prOOuction. 

nTh f; part will, from the ou lset , be very considerably 
r e s t r ic t ed i n comparis on wi t h present- day soc ie ty and 
i t diJQi ishes i n proportion as the new society develops. 

"secondly, tbat which is int ended for the common 
at isfaction of n eds such as school s , heal t h Bervices, 

etc. 

"From the ou t set thi s part grOW!) considerabl y in cOlDparison 
wi th present-day I!ooie t y and t grows in proporti n as 
t he new society develops. 

'urn irdly , funds for t hose unable t o work. e tc., i n short, 
for what is included under so-called offi ial poor 
relief today. 

"On ly now 0 we come to the "di s tri bu t i on" whi ch lhe 
p ogramroe , under L S~ l l ean i nfluence , a lone has i n view 
I n i l s narrOlv fa.shion, namely , Lo th t part o f the means 
of conau.mp t · on v.ni ch is divided am ng the inrliv i dual 
producers of t he cooperati 'e oci e ty . 

"The "undiminished proceeds of labour" have already 
unnoticeabl.Y become converted i nto th" "dim · ni shed " 
tr:0ceeds , . al though whi't the producer i deprived of in 
Ius . cap'lc l. ~y as a pX'ivate individua benefits him rli rectly 
or ~n re c l1y in hi8 capaci t y as a JIle.r.lbe r of s ocie ~y . " 
(K. Marx, j,:artrinal Notes to th e I'rogramne Ol the Cerman 
Worker s ' ~·ty.) 

The a t t i~ude that the pontaneous Trade Union struggle 
i s i nherent l y s ocial ist is only tenable if on~ al s o 
holds tha l surpl ua value arises hrough the bourgeoisie 
chea t ing the working c. lass out of the tu l ue of ts 
l abour . Scientific examinati on reveals lhat on the 
contrary 5\1!"p us value ha.s i :I be.als in he reI t i o.n 
of pcoduc t on . 

"Any distri bu tion what ver of Lhe means of conmmrption is 
onl y a consequence o f l he di strlh1;.t ion of Lhe conditions 
of pr oduc tion thenselve s, The l a tter (J.i~ r i lru tion . 
however , js a featYre of the ~de of produc tion itse l f . 
The capi t alist lIod of producti on for exampl e , resta on 
the fac t that the material con i l i B of production e 
ir. the hands 0 nor_workers in t he fo of proper ty in 
capital and l a nd , whi l st thE mBsse are 0 y owners of 
Lh personal condit i ons o f production , of labour power. 
I f the elemen t s of produc tion are so di:<trJbuted, then 
the present day distr ibut i on of the neans ~ f co sum ion 
results automatically . " ( K. t.4arx , I bi c. .) 

Capitali t ex pl oitatio r est upon t he control f the 
means of producLion by the ca~jtalisi cl a !'t , a cont rol 
which is now ove rwhelmingl y de penden~ upon , an exerc ised 
~h.rougtl , t e capitaI i~t s t ate . 'l'he s trugel c for s ociali sm 
111 a s truegle t o wres t contr ol of I.he ~Iean:s of [l'I'Od cHon 
from the hands of the capitalis t c l ass and into t he hands 
of the prol etariat. It is t hus a s truggle 0 smash the 
ca pita l i s t B~te and l o build a proletari an s t ate . The 
forms of working class orean i sat i on or tac tics of s t ruggle 
required in th a t ask by no means corre pond to those 
requ i red in the trades un ion struggle. 

At presen t it is a f avourit e r gument of left econolll i 5lll 
tha t a ll atrikes are objectively political. In the pas t , 
they say, be for e there exi s t ed a governmen ant i-inIlat i 
policy, i t may have been the case t hat str ikes were 
exclu ive l y ec onomic. Bu t now a l l t ha t nas changed; since 
govel1rumen ts have a dopted a poli cy of con ci ous ~ge 

reeulation, all strikes bec ome s t rikes againa the 
government. us all strikes are object ive l y poli t cal. 

This ar gument, like all half- lruths, has 80me superfi cial 
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credibili~y. On closer amination , however, certa' 
problem9 ar13 . F r5Uy, wh i l e i t i s t rue t ha t s o e 
9Lrikes have expressly pol i lea l obJect ives (i. e. the 
varlc>ua pro lest st.rlke against the IndW!trial Rel a tions 
Act), the maJority continue to tri kes for h i e r 
WBt,"8 . III Lt eae the t,rtlvernmell I nterven ' 5 ( he fo= of 
intervent.lon is utwHh our examlna~ton ) 1.0 limit w~ 
1n=eanen. '1'18 .. eonomi c s l rut;gl e acql,l irea a oliL i cal 
cha:ract.er, but - a.nd t l1 1:1 is the im ertanl poInt - only 
from the standpoint of the capitalisl c l aos . n1e 
caplta.llut class throl-c!. the medium o f state power , 
aUt! p18 to influence the ouicome of the e conomic c l aas 
S"truiW-e. The capItalist eta- t e uses po) !tic 1 means t o 
achieve econol:lic ends . I n the meantime tn!! working c l ass 
is con1.lnu.ing to Ufle the Mean_ r economi c fllruegle to 
obtain ecan~ic 0 Jective . The objec t i ve of both of t he 
two conflictIng parties remain cono i c , 'lit. I s L it is 
• ere1y the m:earus used by only one of t. lle con"1 lc ti n/; 
par "ico tha~pol ilical " I l-ye no L tfe ~orkers 
orennised in trade5 uni ons wh o are taki e on the 
governman t , bu t, on ti le cor. t rary . it la Lhe verrunt;r, L 
tha L takes n the trades unions . Whi l s t thE rul ine cla.~s 
aotively br1n& thoir polit ics i nto the economic ntruggl e, 
the worldne c . ass remainB political l y pa!lSive . So much 
Cor t r1k.es bein6 0 jeclivp. l y politic & Ich a lin e 
Q ~ ~ the inabil i ty 0 l eft economists to present 
an independent communist pol i tical l ine to the wor k i ng 
c1&5a OD Lhe question of i nfla tion . 

f Me once accepts a pr emi e the i dea that s t r ikes 
are obj ctively pal lical (whet h r or not the pol itics 

aooialLat does not seem t o be raised ) , to e nc OUIa6e 
strikes for d~aodB eel1 above e overnm nt pay norms 
beca.8a an and in 1tse l f. The ideol oeica l basis on w ·ch 
the wonl!I'8 engage In s tru.ggle become secondary 11 l e 
eyes of these "militants ". 30 , c cor d i ng t.o their 
eociali5t science - if i t · s ea!l i e r to "el wo kers on 
strike ~ moralistic denunciations of prof i t and as erting 
~ right oC workers to the r 11 product of their aboUT, 
Ln«n do ao! If it lS easier to b~t a str ike b 
tlaJlll&OS1CAJ..ly den.rinB that there exista any conoec lion 
bsi,wellll price 1nc:reM8S and wage increase , than i ~ is 
by • aoientific xplanation of the re l t i onsh i ~ between 
WB«8 1Dcreasee and inflation, the demagogy will do J 
Political economy shows us that in the present 
situation .aga rises in excess 0 produc t vity increa ea 
tend to create conol:l.lc stagna lion and unempl oyment 
unless offset by sovernment Induc ed inDation. This , 
howaver, IIligllt reduce militancy in the economic struggle, 
so -- be,ter to keep quiet bout it: it is after all 
only obj o~lve reality! 

By holding fast to, and glorifying , spon iaoeo s economic 
damands, ~left canomism" lays itsel f open Lo attack by 
rl&bt ec~. Like left economil5t" , r igh1. economists 
tU as the starting point r their propaganda the 
spont.&neOWl de81..re of t1u! .orking class for secure 
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e mplOy1lll!n and a ri!l i n ? standard r livjnc" Ilnl · ke the 
l e f t, h~ver , the r ght are ore ' real i sLi c ' and l ess 
Irevol ~ ilonary ' . They r ecoRllise t.Ml under cc.pilali!lm 
ecooo 1C growlh , ri ce s t abll i y , and f ul l mpl o Yl'lel t 
demand . the maintenance of a ' r easonabl e ' rate of' prJfit . 
The m,'nntenance of a ' rea!loI1llb 6 ' rate of prori 1. requires 
wage conlro : wa~~s must n L be a l lowed , ri c fasler 
than prOductivi t y ; preferably , they shou ' d rine ~re 
s10wly ·Lhan productl vH ' . In effec t • . dl;h t eCOnOm1.9 
advocates that l . orkinH c ld.. hould a~;ree volun~lU"ily 
Lo . he onscl~JD r gulati on of wage ] eve l n by the 
capl ta.l J s l D tr..te . Thi 11 i one . they say . an /,'Ilaratl t.ee 

conoRic gror..h (or if hey wioh to paSC! marxi s ts. 1 tl 
development. of th· prodUctive Corce9 ' ) . The most . 
lmpo tan\. of these exponenLs of cIa:; tlarnony right 
6?cial democra ls, or ill other oIds, any l abour £;OveJnlllent . 
f/lgnt aconomism is the aost full.>' developed fo of 
bourgtiois pal tiCII • ithin th labour movement • 

Neither variant of econotUaa ffee ti el y chal enges ~h. 
capiLaliat mode of produoUon aa 6 ch . ~eilher B bued 
on a I'Icien~iric una ratandlng of capitaliet production. 
Both have. 1n conunon the .. me ov rt. objecl.i e , the pining 
of econOOllC advane s fO t" he work log c lI.8u , Y i thin t hl! 
fTAmeWOrY. of capitalist proauctlen which they do not in 
practjce Challenge), l e f t c omi~" does not. oCfer he 
worlling cl aas a more prae ieal progrll1!mle for tn ga..inlng 
of t his objective than does right economi ~m . 

The point i s tt.st un er capitalism e conomic growth a l ways 
aaaUllle~. an antaBQnistic lIoclal fom . The evel op.ment of 
produc.lve fo es comes in 0 conLradlc ion with aocial 
rP.lat J ~s , .and whi these social relations exist, the 
ontradlc t lOll call be reeo ved only ne~ti vel y , 0111y a. t 

Lhe expense of the work!n! cl ass . 

" •• wHhin the ca.pital13t system all l:!etnods for r aising 
t he social producl1 eneSB of l abour are brou~lt about at 
the coat of tile fllcli v ctual l aco ~r ; al l lIIeans for the 
development of production transform ~emaelve 3 Into means 
for the domnation over , and exploita tion of, the 
producers. Lhey IIIIltUate the labourer into a fragmer, t of 
a man, degrade hj~ to tue l eve l of an appendage of a 
mac.hine, estrO)' ev ry remnant of clla.rm in hls work and 
~urn it iDto a hated to ; they estrange from him the 
t.ntellE'otual pOten t Wll ies of Lhe 1 bour process Lhe 
eame proportion as scienc ls I corpora led 1 H a an 
independent power; they d i stort t.he conditions under 
which he "orb, subject him during the l abour process to 
a deupotifflll the more hat.eful for ils lIIeaness ; they 
tranaform hie 1 retime into working t i l\e and drag his 
wife and child beneath the juggernaut capital ". 
(Cjpjta11 General Law of Capl taJlst Accumulation, sec tion 
4. 

Right economl811l seek" relief for the working class through 
econOlll1c grow1.h, but under Uut uieting syst&m of 
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pr od c tl on , all economic growth i s imultaneou91y growth 
of 0 pr e s ion , eXl'lo tat ion and dehWJaTl i ing toil. Left 
ec onomism seek r el i ef for t he wo k i ng class i n the 
st ggle againsL i mmediate oppre s1 011 for i mmediate 
economic ga in , bu t , i nsofar as t ll ' s succeeds , a cwnulatlon 
is inte ru p~ed , t he development of produc tion fl t agnates 
and t he worki ng class has to suffer th t win mi series of 
unemployment in ation. All a t tempt s la i mpr ove the 
lot of the w ki ng cl ass that leave the mode of pr oduction 
untouched are caught i n th is dilemma ruld rendered null . 
The fOTm8 of oppr ess i on chan ,the substance does not. 

On tI i a question R • .lones of the r evisi onist British and 
I rish Commun i t Organisa tion ha!! been a t tempti ng to 
peddle the Bernate in i t e j unk auout capitalism evolving 
peacefully into social i m. He argues tha t the development 
of the productive f orces has r eac ed such a level that 
the ' are forcing th e introduc tion o r c ommuni sm upon the 
hourgeoisie. He gi ves as evidence of this t he introduction 
of Keynesi an economi c polic ies and na t ional isat ions of 
sect i ons of industry , arguin tr4 t these are 'elements of 
communism' and t at the bourgeois ie is progressively 
introducing 'social control of production' and 
'production f or us e', All this he says proves that there 
has been a transforma tion in ·ocial relations r esulting 
in Br taln 'lOW havi ng a combination of api l alist and 
communist modes of production. Th is is pure sophistry . 
What he does is to point to examples of the i ncreasing 
socialisation of production under capitaliDt production 
relation.s, and to the development of state capitalist 
produc ti. on , and claim that t hese constitute examples of 
communist production. 

In order to deal with this we rlrclSt be perfectly clear 
as to what is meant by the capitalist mode of 
p'l'oduction and communi s t production i n man ist theory. 
Firstl.y , Marxism uses the concept: 'mode of production' 
in two different ways. In one sense it mean mode of 
/Ila.te rial product i on , Le., the teohnical charac,teristics 
of the pr oduction process -- the way in which labourers, 
~ans or labour and object of l abour are combined in 
the process of production. The way the mode of material 
production is technically or gan ised depend upon t he 
nature of the productive forces. Thus when i n the section' 
of Capital t hat deals wi th the produc t i on of re l a t i ve 
surplus value, Marx t alks ab ut the develo pment of the 
spec f cal ly capi t alist mode of product i on; he is talking 
a bout the mode of material production developed by 
capital i sm , i.e. machine i ndustry. In t his sense of the 
words 'mode of production', Marxis ts have long held that 
capitalism produces the el ement s of cOIIIIDUnism. because 
capitalism develops some of t he t eChnological conditions 
nece ssary for communism. 

The second use of 'mode of production' is to designate the 
compl ex of product ion r elations Md social relations 
whi ch dom inate a particular ~oc 1al f ormation. It is in 
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thlB sense that. one t.a.lks about. a !SOCiety being dominated 
by the capitalist mode of production. What Is lmportant 
here are the production relations with the econcmic 
political and i deological social relations which these 
en~nder. By prOduction relations are meant· the 
relations betwe en the direct producers, t.he ~ans of 
labour, object of labour, the labour product , and the 
non-producers living off lru plus value, plus the way in 
whicb the varloua tecfmically defined labour processes 
~d eta,gee of labour procesees are lIItegrated. For 
l ns t ance , since under capita 1st production the direct 
producers us w~ labourera . t.heir labour power thus 
enters the production proceea sa a cOl'lZllOdity _ the value 
of l abour power (or variable capital), the means of 
l abour and object of labour (leaving land &aide) also 
BSSUIII8 the form of o01llHHtit1es (constant oapital), as 
doee the labour produot (co od.1ty capJ.tal) . All four 
- labour power, melllls oC labour, object. of labour an4 the 
labo product - arll under th OIIIlllr8h1p and cantrol ot 
non-l abourers liv1n& off surplus labour - the capHaliata 
and their BgeDta . The integr&tion of the dlrterent 
J abour proceaaes IIlld St&gell of labour processes occurs in 
two ways: 1) where the staps of the labOUT procee 
OCCur within a partiaular capitalist enterprise and the 
movement of the labour product trom one s~ to the 
next requlroe.s DO c:h&n&e in ownereh1p or possession, then 
the labour proce88es &re integrated by the planned 
a 110catio of use valueal 2) ~re the stages of the 
l abour procells or the cl tfere:nt processes do not take 
place within the same enterpr1ae, then the integration af 
these processes occurs through the circulation of 
cOlllllodities. 

The reproduction of the DIOde of I118terial production and 
of the relatians of production requires and engenders a 
system of soc i al relationa, that is to sey, of class 
r elat i ons. Spec fically , it entails a system of social 
relatiana of d.is t rlbuticm. It requi res the dl atributicm 
of the labour produ.o betll"llen dlfferent !Social claases. 
Secondly, it ensanders relations of economi c cl&99 
struggle . Final.1y, the reproduction of economic social 
relatione entails a superstructure of political d 
ideological relatIonsl in particular a state se~ng the 
int.erest of that cl&88 whioh benefits floca the extant 
economic social ralatiClll8 . If we talce the exampl of 
capitalimn, capitaliBt social relations of distribution 
sruru.re that the cap! t&l1at Cl lUS8 continus8 t o be able to 
monopolise the 8aans of production, whilst the working 
clas8 continues to haye no productive resource other 
than Hs labour powe-r. The surplus value produced ia 
oontrolled by the capitalist class and 1ts distribution 
brought about by a 8Y8tem of prices of product ion 
monopoly prices , and 1.nte:rut payments . 'Ibeee 8~ial 
relations of dis t ribution enseDder economic cl aas 
struggle over W&Bea and hours of work . 



06. t;ow that c oncellts have been cl arified can it. be held 
th .t t he communist ~ode of production is developing 
alongside capi ial SD in Bri tain? I f by communist mode 
of pl'od\ICt on all you mean i the tecMol obY equired for 
communism (abundance of t he means of SUbsistence) -- t hen 
yes . If by col11lllUl11st mode of productior., however, you 
mean cOlllllU!list produc t on ( for use ) and social relatione 
(yorltlng class olictatorahip at the lower st~, 
claaslessness at the higher), the answer must defi nitely 
be no . 

Let us fi rst look at ihe production relations . '].lIe B&Ioo 
cla1 res t s on t he economic Bctiv i tie of the state. Does 
any production In staLe en t erprises in Britain entail 
communist relatione of produ ti~n? 

To answer t his we require ome schematic idea of what 
cOlJIIIIUniet production relations are. 1I'e can 0 y [om a 
sehelD& tic idea as hie ory does not provice US w1 t h any 
exa~ple of a developed communist society. The firs t 
point ia that neither l abour power, means of production , 
nor tbe produot usume the fOrlll of colllllOdi ties. Secondly, 
neither labour power, means of production, nor t !le 
produot ere owned or con t rolled by non-producerel that 
ie t o s~, he production process i s control l ed by 
worlters rather than by a class living off surplua 
labour. Pinal1 , the different social l abour processes 
are brought i nto conformity by a scient ifi c economic plan 
in which the i8tribution of products i s calculated on 
the baaie of uae values, not exchange values . 

Do these oandit one hold in the national "sed industr ies? 

o. Pintly, l abour power , means of production, and 
pro4uot all assume the form of commoditlee. s econdly, 
the produotion process ls controlled by non-producers 
paid out of surplus value rather lban by the workers , and 
the ana of produotion are owned by the capi talist state , 
i.e., c.oUeot.iT81y controlled by and for the whole 
oapitall.at claee. Fin&l.lY, there is no economic plan 
based upon ua. valu.ee, i.e. upon naedlS. Tha 
nationalised i.nd.ustries not only compete dth private 
lnduIItr,y 1:0 the open IlliU'ket (e.g. British Airways y. 

Eritlah caledonian), bu even compete on the market with 
each other -- 8.S. coal v. gas v. electri :ity. 

Let ua now look at the question of social r l ations ; what 
would be s~ features of cOllllll\lIlist social relations? 
The basie feature would be the abolition )f all expl oiting 
claeges, and d i stribution on the baeia of from each 
according to hie ability, to each accordiag to his need. 
With the abolition of exploiting classes, eoonomic class 
struggle would vanish. The surpll18 produ,l would be 
1:lontrolled by the producers, rather than oy an exploiting 
claaa. The anta«on181l1 bebeen I118ntal and lDIUlual labour 
YOuld be aboliehed . Politically. (advanc d com.unist 
social reIa.t. One entall the aboli tIon of he state . 
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Are any of theee features fulf i lled i n Bri tain? 

Ae to di stribut ion relat i ona , in no section of industry 
does di s tribution on the basis of need prevail. Nowhere 
has the a bol it i on f expl oiting classes occurred. Even 
aa i de f rom the interest payments by nationalised i ndustries 
t o f ormer owners, t.he nationalised industries are all 
JlIIUl888d by bourgeois II8Jlag8rB, who receive nup sala.riee 
paid for out o f surpIua value . n none of the 
oat onallsed induatr es has claaB strugle disappeared, 
nor ha.a t he antagonism be ween mental and IIIBlIUB.l. labour. 
Th ie i ahcnm by the orpnisa I on of Dl8ntal and IIIBll11al 
worlters in the nationa.l.iMd tries into separate 
trades unions. An at presen the state , far !'rea 
.1 the ring llJrB.y. is developing into a huge pu-ai 1.1c and 
all-pervading excreecence on the body of society. 

This shows that the !&lOO line, aseerU.Q8 el t.s ot 
communism are developins in Brita1D., 1s pnre fraud &lid 
sophietry designed to prett11) sta.te IIIODOPOll oapit&l.18111. 
What stat e lIIC1ll0POly capiWls doe. anta.1l is tbIt 
pr ogreB3i ve replac.l:IeJlt of private C1allital...at aant..rol 
over production by oollective capitalist oontrol or 
production exercised Tia the ataLe. 8Ilt thie in no 
way marks a break nth capital.l.st social relatione, i.e. 
• th capitalist clase relatio~, only a change in th.ir 
~. 

In order to get e01lMl idea. of bow "SCientific- baa been 
R. J ones ' Md the MICO's investigation of the ccmw,"fat 
relstiona of produoUon thst allegedly exist in Britgjn 
in the 1970s, .. should recall the following faets:-

R Jones' original i ruspirational aesertion (The cammuniat 
No: 5B, Jan 1973) "that cOllllllWlism is an element in the 
present system of production in Britain" was based on no 
evidence at all It. waa pure "oreative Marxiam". Since 
this approac.h wa.a challenged in the weo, Jones had to 
beet 8 hasty retreat and attempt to cover his lraclcs. In 
April 1973 1h! find hJ.II e.dnt.i tting ~hat "my BUQlesUon waa 
'WlSUbetantLated'" (on: 61 , .3). However, he went on to 
plead, " i t cannot be denied that the meaning intended was 
t:'\at the ecanomlc transition fi'ClII the cap1 talist mode of 
production to the colllllUIli.,t mode of JIl"oduct.1on had begun." 

Having realised that more than mere assertion was 
required to "substant.iate" this theory, he tu=ed for 
aseistanc:e to Kar:x arul. Engels ' rema..rk.s or, j oint-stoolc 
companies, or what Jone~ calls the "firet st.age of this 
revolution". p.4) M.arx and Ensele, ha stated, had bean 
forced to reoo!Pl1se Of hat. in these new fOI'lllS ca pi tal i 811 
had developed to such an extent as to undermine its awn 
ba..'l1s , so that the laws of capitalism could no longer 
operate freely, bilL that in the absence of eocWist 
controls there was no social means of regulating production. 
It therefore alSde social control absolutely necessary.­
(p.4). 



60. 
I . is worth not cing here how Jones deliberately con ruses 
"social" Id th "socialist"', an increasingly frequently 
used d vice of the ~ICO today in ite theorising over 
incomes pol icy, Parliament, etc. 

Sim1 ~ly, J nes tries to infer that in the "'transformation 
of the actually functioning capitalist into a mere 
ma.na.ger, adlllinlstrator of other people I S cap1 tal , and of 
t~e owner of capital into a mere owner, a mere Money­
capitalist" (Capital, Vol I I r, p . 4}6>, Narx saw "the 
breakdown of the cap! Lal i st mode f production" . (TC 61 
p.~). Jones claimed that " i.ia.rx shows that the transHi on 
(to commun sm) in fact began with the abolition of the 
priv te character or cap! tal and the consequent breakdown 
of the equalisation of t he rete of profit. n 

J ones claimed that "it is passages such as these 1fh.lch, 
of all Warx'e work. have been most systematically 
8U ppressed by dogma 1.1c MarJCiats", (the doema tic Marxi ts 
be" B the element that left the B&ICO to form COBI) . But 
1 t .1.!1 elear from an examination o!' HarX' s remarks on the 
q.uesti on , that the dOglla comes from JOMS , who had asserted 
a position and t.hen three months later found himself in 
need 0 some Marz quotes to back it up. Jonea did not 
start from et theory pl us soeial realities -- but 
frog inspiratl o. But hi att~mpt to give existence to 
Ilis inaJliration juat does no work. It 1 a pe fectly c l ear 
fro. Ma.rx that he 1m5 talking about the development of 
the collective ownerzshit' of capi tal by a number of pr! vate 
individuals from Ita ownership by ingle "functioning 
capitaliats". This devel opment was faeilitated by the 
atoek-e%Change, and in his remark on thia insti tu ~lon 
Marx makes clear that this marked a strengthening of 
C&pitallst production on a modi f ied basis: 

"Since proparty here exists in the form of stock, 1 8 

mCTR!1lellt and t~fer become purely a re:m.l of gam.bling" 
on the stook-exchange, where the little fish are swallowed 
by the eharkB and the l<Llilbs by t.he stoclt-exchange wol ves" 
'!'Htre is Glta&ani8111 ~t the old form in the stock 
oompmiea, 1n which social means of production appear as 
private propertYI but the conversion to the form of 
st.ock still rena1ns ensnared in the trammels of capi taliSID; 
henee, instead of overcominB t he antithesis between the 
character of weal t.b aa social and as pri va te weal th, Lhe 
stock ooll!pl1ll1es merely develop 1 t 1n a n.w form ." 
(capltal,Vol l IT, p.440). 

Jones' device is 1.0 pretend that when Marlt spoke of joint­
stock aompan1ee developing aa "private production without 
the control of private property", h. WB.II talking about 
the replacslII8Dt ot printe e&.pital.1.!lt production by 
soc1al production for use, i.e . by soc1alism. In fact 
there is no hint of thia in the p&SB&g8s Jones quotes. 
IIa.rx was tal.k.inB of the change hID 1ndiY1dnal private 
o1lllUahip ot the Mans of production to colleetin or 
-aB8ooiatltCl" priTate mmerehJ:p. SigniliolUltiy , Jones' 

61. 
quotations from Marx omit the followinB. which describes 
the position of the wOlXere under the new fom of jOint­
stock production: "In stock companies the i'unctj on Is 
divorced from capital ownership, hence also labour Is 
entire y di .... orced from ownership of means of prO<luction 
and surplus-labour". (capital, Vol lII, P.4}7) . 

And this dell be te atleapt of Jones' at confusion by 
misquotation came r om omeone who desoribed himself 
modestly BB having "no sympathy wi h the debate-hy-gospel 
9chools of MarX1.8m". (Problems of COllllllUl1iam, Spring '14, 
p.26) in an article pointing out that a previous article 
of is was " i nsign1ficant". 

The next loy n J ones' hiBbly significant series of 
articles on "communist product ion in Britain- was to 
attempt to reply t o the charge that hie theo~ies were 
unsubstantiated. In h s APril 1973 artiole be therefore 
i ncl uded a short section on nationalisation, including 
nelected figurea for 1971 "provll18" the al1epd 
unprofllabllity of public oQrpcrraUOI18. (re 61, pp.4o-.t1) 
His claim was t hat nationa1.1.!1ation ntook t he abolition of 
private property a sts.p further, brou8ht it formally and 
direc tly under social control" (P.40)1 and t hat "public 
eorporatiDnJ3 • • • continue t o produce and to accumulat 
with the first premise of capita..list produotion and 
accUll\llati on laokinBl Profit . " (p.41) 

A re futation of Janea ' arbitrary use of s t atistics to try 
lo prove his "theory", and cri LiciBaa of the theory 
itsel f appeared in arti cle~ i n 9U sequen t issues of The 
Conmnmis t Nos 63 + 65. JUDe and August 1973) as -
"Nationalisation end Colll!lWlism in ]!ritaln" . 

In the Spring 1974 188'11e of the B&.ICO new quarterly 
theoretical J ournal "ProblelllB of COI!II'IUllism". Jones 
retreated again. Rather than refuting or cri t c1s1ng any 
of the ahortcamings iD the opposing articles, Jones 
disarmingly "explained" that his original artiele of April 
191} "was not, ot course about nationalisation ••• 
unfortunately he said) and i n the short sect i on on 
nationalisation I introduced a diversion into whal is a 
quite separate Condition, namely the present economic 
condition of the nationalised industries " •• how 
profitability was involved W&8 not, I admit , explained 
properly in rIY artiele." 

In this way Jones abandoned the tactic of trying to prove 
his case "wi th an adequate supply of stat s ties" (TC 61, 
P.IIO). What apparently annoyed Jones was that his use of 
statistics was taken serioual , and rsruted . ne turned 
inslaad lo ruminating on the "paradoxes" he perceived in 
the present operation of nationalised industries. The 
1IM!8.IIIll"eS t.he bourgeo.1.!lie had taken in t be 19608 to make 
nationalised industries work effi ciently .i~hin t he etate 
capitalist system were ignored. The only piece of 
independent research he brought forward was, appropriately 
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:'2 . eD~, f rom a Fabian economis t e omplainillB. 
inappropri a tel y enough in 1962( . ' f rom Jones ' point of 
view, t.hat people bad been beast l y in t he past to 
nationalised i ndustries . At bes t, Jon a had to be content 
with 8 totally eclecti c view of nationalis d i ndustr ies, 
a view that contains nothing of any use to Marxist 
poll tlcal 800noll)', Du t merely a tautology use 1'ul to 
sophists . 

Jcmezs' f inal n1ng (we hope) on t he subject was to try to 
quot e from the script ures he affacted to des pise in 
BQpport of his case . This time Lenin 1r8.8 hi s vi c t im . 
Jan8e tr1a8 to quote Lenin's writings in 1918 t o l end 
support to the view that colllllJll.ll! t production exists in 
Britain in '974. Since Lenin is the best possi ble 
defender of h1lmelf and critic of Jones' reviei OI'liam, we 
rill quot e LeniD B.&ILin. underlining the sectiOD!! Jones 
leaves out, 

"But what does the wnrd 'transition' mean? Does i t not 
Man , a.II applied to an economy . (Jones' version", "economics") 
that the present system contains elements, particles , 
~ts (Jenea ' version = " pieces" ) of ~ cap!ta.1i8ID 
and 80Cialia? It is not state oapl taliSlD that is at war 
with soc1aliml, but the petty bourgeoisie, plus private 
ca ital:1P f1 tin t both state ca !talUm and 
800i. SIll.. . eoonomically, lltate capita.lill'll is 
t..e~bll SUperior to our present economIc system ••• 
At (be game tlme socialism is Inconceivable unleaa the 
prol,tarlat ia the ruler of the state • • • At present, 
-pettl- bO\li'poie capHalle.m prevails i n RuaBia , and it Is 
one IUI4 t.he __ road t.hat l eads from it to botb large­
ecale state capitalism and to socialism throu""i\ one and 
the _ intermediary !ltation ca.lled ' natIonal accounting 
and aontrol of production and distribut ion' . Those who 
rail to un4erstantl this are COTlllll tting an Ullpardonable 
Distab iJl eDonomics •• • " (Left Wing Chlldishnesl! and 
Petty BaurgeOia lien tali ty) • 

-the ru.aon ~ the present polti tlon 8e81111 p.culiAr to 
-.nl ot thon who would I1Jce to be regarded as Socialists 
.la that Ulel' have been aCC'lUltomed 0 COlltrasting 
ca.pi tal.1IIII with 80Cialiam betra.ctly, and tha. t they 
profoundly pGt l!.tween the two the word 'leap' ... by 'leap' 
the teachars of socialism meant t Inte on a 
wor historical scale. n r-diate Taalut of the Soviet 
GoftrDlll!!Jl t. ) 

Janas believes that his ql.lOtatioos froll Lenin prove that 
Lenin thOU4lht that oCl!!!!!!lm' Bm can begin to devel op prior 
to the cllctatarallip of the proletariat. yet when the 
lI1S8iD1' bHs are ad.ded 1t is c l ear that tar tram arguing 
1.bat state cap1t&l!a111 n.s "sociali8lll", or "social 
resuJ,aticm. of' production", or production ·,tor use" 
(as Jonn ma.1ntafrul). Lenin n8 eX]llai.n.in& the advantagea 
of stata oapital1.sm in RussJ.a in 1918 over the "preee.nt 
economio 8JBt .. • • 1&010 expl1citly distinguished between 

6J. 
800 l1!1l11 and state capitalism Phe.n he liRted the va.rioua 
"socio-ecor.oalic struc es" . lie elllphasiBed that 
80ci&11911 was dependen t. in [act upon the ex i stence or a 
prol etarian tate . 

But It 1s onl to be ex-peoted that H J ones , as a mellber 
of an orsanisation that has denied the existence of a 
bourgeois etate cannot see the necessity to establish a 
proletarian state. 

We have looked at Jones' views on "conmutl i st production" 
because they now represent tJla views of It.e l\&ICO, and t.he 
adoption by the B&lCO of his vie ws i s symptomatic of the 
decline into revi8 ODiam of that organisation . It must 
be added that the denl n&. of re-v1a1onism in the CJlC~ 
was never &11 devloua aa tbLt promoted by Jones in the 
B&:.ICO . In fac t it ra.1eae the qusstion 'IIhett:er 1 t eyen 
deserree the T.I8lIIIt • rev.1aic:m.LSII' • C~ta.tdm:l' eight be 
Dore appropriate, 

CONCLUSI N. 

A scieotifically aaea oommunist politics requires an 
understanding of soc ety ' s economio base . Tlila article 
has attempted t o direot a t tention towards that base, 
which has all too often b.en neslectec! by Brilish ~st­
Leninists. It hae • t8.lllpted to MOW that as imperialism 
develops into its hlBbest stage -- state monopo13 
capitalism -- t he perpetuatior. of capitalist exploitation 
incnaaingly depends upen tha econamic fUnotiODB of the 
stat.e . One result of this 111 inflation . 

Under state monopoly oapitaliall, the canditiona lDlder whioh 
eoonomic clas" IIttuggle la 'IJIIoPd U1! radicall, transformed. 
Because of the intsrvention of ~he state , W&rx's 
concl ueJon, in ~. Pricaa and Profits", tha 'Im88 
increases reduce protite but do not increase prieslI ia no 
longart.nle. WhUst the daD«are of unemplDyllent have bean 
reduced, thua 1Ilren«thm.lng trad 11 uniCIIUI, the inflaUauary 
polioies used to lIBinta.in elllP10l'llBnt ee:r-nt to erode real 
~s. WhUst seotiONt or the bourpolaie (especiallT 
sms.ll renUers) 1058 t.brou#l inJ'laUon, 11. is u.slld by big 
indu.str1al capital to regain wbat it lost thxous,b 11868 
Incnasell. 

Collllll1llliste IIIWlt not be afraid of exposing the connect.ion 
which now exists be en W1l8V and Jll'.1ce incre8.Bes . I t 18 
argued that thle .W discourage workel'l! from militant 
strua:gles for Q.88 1ru:na.alts. Those who bold ttlla line 
(judging trom. their papers, the IS and cp) WERELY PROVE 
TIlAT THEY CAN CONCEIV'B OP HO SOCIETY OTHER THAN CAPITALIST 
SOCIET'l, A1ill NO WORKERS' STRUGGLES C7I'HEH 'lRAJi THA..IlES 
UNION S'l'RUCCLES. In full contradistinction to these 
covert reformists, oOllDllUDiris should point out the 
lilaitaUone ot trades union strusgle ['the chief being 
that IIag8 r18es are followed at the l ocal level by 
attempts 1.0 increase exploitation throu&h a:peed-up, lq-
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offs, etc.; at the nat i na1 1 vel wage rises tend to 
lead to unemployeent and inflation-l. We do not 
ru:lvocate the abandonment of trades union struggle; on 
the contrary, W8 advocate ita vlp,c.ro~ proaecutiofl , as it 
remains the workers' basic defence under capltal . BM. 
Without e unions (for a l l their inadequacies) wor kers 
would be amorphous atomised i ndividuals at t he mercy 0 

capitalists and their state . Further, and more important 
at present, trades unions enable worker!!! to be combative 
rather than passive, They are the first and bs.aic foI'lll 
o f organised resistance to capitalism -- the primary 
school of proletarlan s t ruggle, True, some unloll5 have 
a ectarian craft. mentality (ASLEF. Boilermakers) and are 
only at the kindergarten stage: but t his onl y condemns 
t hei r obsolete brand of uni onism, not unionism in 
general. The nI&8on that communists point to the 
inadequacy or economic struggle is not in order t hat 
t his should be abandoned (a8 the B&.ICO does), but in 
order to ahOY the necessity for political struggle aimed 
at smashing bourgeois state power and establishing a 
workers' dictatorship. 

Despite there now being a connection bet.een wage increases 
and price increases, Karx ' s slogan at the end of ~ 
Prices and Profits remains 88 valid as ever . 

-Instead of t he consarvative motto hA fair day ' s pay for 
a fal ~'6 work" they (the trades uniODS) should inscribe 
on their banner the revolutionary watchword ' Abol i tioD of 
he W&ps syatemJ ... 

l'OS'l'SCR IPl' 

After th1a article was written but before it was published, 
an article appeared in the Ne. Left Review by David Yaf fe, 
whi ch covered some of the same ground as this articl e . 
yafe.'s article took the form of B critique of Glyn and 
sutclifta's book, British GapitalJslII, Workers and the 
Profit Squu.. He correctly identifies this book aB a 
IIIPlifellt.aticm of Rica.r<lia.n socialism rather t.han sciantific 
soc1&l18111 and points out that Ri c.ardian socieliam, with 
its .-.pbaala on the distribution of incollle, leads to 
aconOlli .. in politics . The grea.t bulk of hie attack an 
Clyn and SI1tclUfe is s cientific and correapondB to our 
OYll SDLlYlda, However, he makes one sarious error in his 
poli~loal econ~. Be says Lbat i n calouleting the rate 
of surplus .alus, wages should be considered after, not 
before, tax. Be claias that the entirety of tu r e enue 
eonstitutea eurplus value. He fails to realise that in 
the epooh of eute monopoly capitalism. !.he reproducti on 
01' labour power begins to be aooia.lis.d , The 111188 DO 

longer reprel58Dts the enlirety of neceB88rY labour, for 
1:.h. reproduction of labour power no longer takes place 
only t~ personal expenditure , !!tinea !'ree state 
aerwicea play a significant part. In addition to this 
the state acta to redistribute income 8JDOJ1g the world..ng 
cl.asa ... ia. pensions, aocial security, etc. 

Of s tate expendit'lre , the only tems that unequ i vocably 
cons ti tute surpl us val ue are:- ~ i l itary and Civil Defence, 
External Rel a tions , Pol ce and Prisons, parl iamen l and 
Law Co~a. Finance and Tax collecti on, Records . 
Regis t rations and Surveys, Grants to overseas countTies , 
and Debt Interest. In 1972 these ite&a amoun t ed Lo only 
0.27 of t otal taxation ( 1) , and in 1962 they amounted lo 
O. }4 ( 2) of Lotal taxat i on. 'l'tley are thus a declin i ng 
frac tion of total upeTllUt".J..re. Th.1a is noL to deny that 
th e role of ~be state in approprIating surplus labour le 
not import ant or no~ in need of inveetigation. It does, 
ho.sver , show that onll cannot ge t very far in !!IU.ch 
invest iga lion using '{arie' El 8 i.:JIpl isUc approach . 

Also, when YaJ'fe geta round to p!1t t ll1g f.orward an 
alternative political etratB«Y 0 that of G & S, he dollS 

not get very far . He critic.isea G ... S for ofiar1n« "littl. 
more than In=eaae"ll .11Ltency aa ny forward tor the 
working cl ass . " 

Instead of lhis he advocatee la ria1ns oeal. 01 8 

regulated by hOWlewife and trades union ootllllitteea ' . 
'I'h1.s, he says , "begina to raiae UuI laaue of 'c-mt rol ' i n 
a concrete way. 11 " I would invol ve hOWlewi vea in the 

trLI8K1e. And i t suggeetll t.hat. the i'w:Iction of such 
cODDlli tees ahould be .rtended to continusd lSUrVeillanoll 
over prices . Thie ocrul.d lead to 1nYe8'l.igaUona as to 
how and why pr oe rises occur. It would show how the 
anarchy of capi talist produotion Is the source of risJng 
prices . F'raI:I thia the WIQ' forward pointa to the need. to 
e.9t.abliah a society whal;oe the carurumer la not. faced with 
the continual struggle [or e.x1atence that 5U.Ch anarohy 
dictAtes. " 

[)ellpl te all his previous 1naietencs on the need to comba.t 
ec onamism , all he is put~ rorward here ill a r evamped 
Itconomiam. Econam1.etD and the tradee union struggle, 
'{arr. eaY8, both a.h&re the same ideol ogical foundation as 
tha t held by the ruling cla5J!1. '!his may be ~rue, .But 
pt d.ollD t.o what t.t1e essence of eoODOrn.i.mD lS . When Lenin 
used the te~ econoais~ he .eant by it the attempt to 
preeent aa cOllzl11ni:et political struggla the sectional 
struggles over-wage_ and conditions of work, plus the 
political strugla tba.t ari_a frolll it over t.radell union 
rlB'Jts and thB state regulation of pay and conditions. 
Econcaiam obsc'url!a the difference between trades union 
stnlglea a poll tiea on the one hand, and on the other, 
the ~olut1onary oommunist strusgle to eatabl ish a 
~letarian dictatorahip leading t o the a.bolition of c l &8s 
aeclety. RCI'II' th8l1 does Yaffe 's elogan "a rising Bcale of 
W8688 regulated by housewifs and trades uniOIl commi ttess", 
fare &8 8 blow against eoonomiem . 

Very badly, for it in no way steps outside thB boundaries 
of the eoonOllie struggle. In contant, it is a dnIand 
O"ftr ~, the addenda about trades union and Ilou.sawil. 
ccu.1 t1;eee la 1JIjIl1LCUeal. But syan if i t 'IIare t.o be 
put into pnlOtloe I it would in no n:j al ter the contco.t 
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66. 
of the demand. It is no more than a variation on the 
theme of coat of Uvin8 increaees f or wh1ch t he unions 
an! al rea.dy barg1Uni ng. As for houaewife cClllllli t teas, the 
formulation ot a re tail price iDdex requires a l evel of 
technical skill iD mathemat i cs and statistics, which most 
housewives lack, but which , on the other hand, trades 
union research department s do not l ack. Some union 
research off1cer s are quite capable of constructing cos t 
of l Iving indices, which could fo~ the basis f o 
bargaining for all the workers I n the union. If Yaffe's 
caJllldtteea were set up, they would l.nevltably be local , 
and ~s struggles based on their findings woul d be 
correspondingly local i sed. But communists are opposed to 
all foxms of localism and pa.rochJ.al1BID and favour he 
greatest poaaible centralisation, ooordinat i on and unIty 

warke.ra' struggles. For it Is only through ever 
grea ter coord.ina Ion that workers' struggles can approa.ch 
to being truly class struggle. To of fset its dlvisive 
eftect, yatfe'e proposal has only the dubious merit of 
involving a few housewives with a atatistical flair n 
the eccmomic struggl e. The necessary expertise , t1m.e 
and driVll wtru.ld generally only be found aaongst middle­
class bouBew vea, whoee p,trpoe in life le f ar from 
contr1buting to the raiein& oC proletarian coneciousness 
or eT8D living standarda . If any cost of living 1ndn: 

8 to be dra'IID up, it would beet. be done centrally by 
the TUC, with regional allowances for areas of high costs 
of liv1~. 

.u far tU. de-and raising the i ssue of 'control' -
TaIle was wall advised to put the word in inverted 
C~. fbat exactly doee It enable workers to ' control '? 
7 ••• ill apart from ~ and in exercieing control over 
these the working class in Brl tBin ba.e been doing juat 
tiDe. without any advice from YaIle and his ilk . 

~ ~stlon that by exercising surveillance over prices , 
hOlls.wi:ns would be abl e to dbcover how and why pricse 
riae, 15 jut plain ludicroll8. The only _y they , or 
anyone alae, will ever 'd.l8cowr' why price rU .. occur 
1. throQ&b. 8\l8ta.illed etudy of II&rXist political economy. 
'l'h&re are planty of bouxseoie ec onClll\iate, wtu> are far 1II0re 
cOIIp8tent than any bunch of hOUBewi'f8a, and wo indeed 
bAye -.de deta.Ued empirical studi8s of price lIIoT81118ntSj 
but pnc1aely becal1.Be they la.clc a Ma;J:rlat theoretical 
tramewo%:k, still are not c l ear or 6"D ~ed on lIhat 
CBUau price riae8. 

With the f'urt.Iler ~t.1on that these housewives - by 
obeerrlns pr:1oea would CQllU! spontaneously to 8 scient ific 
80cialiat uewpoint - Yaffe GIOvee into dreamland. In 
V&iD baa Lan1n pointed out 0) that 8Cientific socia.liml 
can lIeTar ari.lle 8pCIlt.ane0ll81y out of tbe worken' 
1II0TeMnt.. In vain baa JIILrx pointed out that the price 
eyat_ 111 11. ay1Jtu of Ul1l81C1IU1 troll ..n.t.ch no clear 
canceptlou o! reall ty can arise (4). yarre abol1sbee 
t.heee objeotione by recoo.rae to lIOlIIBD'S intu1tiOll. 

1. Faced wi th r ising prices, the working clase and theLr 
wives have shown no i nclination t o demand the abolition 
of cocmodi ty production, i nstead they have demanded food 
subsidies and co t of 1 v i ng ge j~creases. It seeme 
that people l ike YafCe (and compared to most o f the British 
leIt he ie a paragon 0.1' Jla.:aist erudi ion) will never 
l earn that tb i deas of scientific social i sm IllUst be 
introdllCed into the worken' movement. by open propaganda 
and ideological struggle. They cannot be snuck in the 
back door disguise as economic demands ; t here 15 no 

logan t hat can act as an alchemis t's stone, turn~ the 
ba.ee metal of trades un ionism into the pure gold of 
revolu tionary comnru.n.i8lll. 

YaIfe says that in b1.e demand for a sliding sc.ale of 
wages, "what ie posed ie the strucgl e for control, the 
control ot the working C1a.e1l aver the capi tal.1st.ll to thII 
extent of preventing th 1"\I.DI1i.ng the ecano.y the ".,. 
t hat they choose . It posee concretely the Ca.ct. that the 
worklng c lll88 are not prepared to take reapolUlibili t:r for 
capitalism's problems. Tbey want stable and ~ 
standard of living regardless." He failll to reali.lle that 
the working class have been. ra1einll the ques tion ot 
'control ' in this senae ever ince the struggle over the 
10 HolU'B Bill and the faotor,y acta.(S) Any struggle over 
wages prevents the capitalist class running the enterpriaea 
thJ! way t hey choose . And whilet co~sts do not want 
the wondng clae!! to be ISde mOTBlly Nsponeibleror 
capitalism' s probluB, (10 t.be eense that we combat the 
bourgeo18 i deology t.ha.t these probleaa are due to the 
' greed ' o f the working class), there ia a sense in wtrlah 
we do want the working cl u s to take responaibili ty for 
capitallsa's probleas . We want the working elll.88 to ta.lte 
responsibil i t y for capital ism's problem's in the ense 
that we want the workl.ng ela.se to ta.ite over full control 
of the economy from the capitalist claes. For it ls 
onl y by the work1og claee taking over responsibility for 
the economy that the wo:rk1ng class can achieve its 
historic objectives. In taking over responsibility for 
capitaUaa's problBlllS the working c l ass would have to 
abolish capit&l1sm and bring about socialism. .But there 
can be no escaping the fact that if socialism is to be 
actuevecl, the wDdtlng elMS, t.hrou8h the medium of the 
yO"l'kers' state, the proletarian dictatorship, lIIUBt tak.e 
O"t'er respo!lBi ilit)' for the problems created by 
cap! t&lism: of diSlllantling the lIIIl.lXet mecban1.sm and 
ideology as planning and proletarian pol itics consolidate 
theJa8shas . 

Our obj ect i on to the ruling class is not that they want 
t he work.lng olase to take r esponsibility for running the 
economy - far frOlD i t , they are umrilling t o surrende't' 
one iota of their substantive responeibiHty - but that 
like every ruling cla8ll in histo-ry tbey are unwUl1ng to 
give up their reepona1bll1ty. So l ona ae the capitall8't 
cl&sa t.hrouBh their state lmInlise reeorulib111ty for t.ba 
econa.y, it will be 1"ID1 in their interests 8JUi workers 
econaai.lltic d .. m~. will jUBt be taken in tow. 



le . So l ong as t he wor king cl~s devo tes i ts energi es to 
l ocal sect i onal struggl es over the sale of the commodity 
l abour power, i t .111 be unabl e t o progress pol itically . 
Co=muni sts must at t empt t o ove the struggle bey d free 
collective barga in ing, which ta.lces the working c l ass a.s 
i t ia divided by capi tal s t production and the market -­
towards ooordinat ed c l ass bargaining -- in wh i ch the 
.orkl~ claae uses its organised power " t o fight for 
pol iti cal soluti ons t o i t s problems , first at a " 
national l evel , t hen at an int e rna t i onal level . rt l S 
not enough , as Yaffe does , to demand the au t onomy of 
trades unions fTOm the state as that amounts to DO more 
Lban a return t o the previous atatus quo. The Dearest 
Y&ffe comes 1.0 developi ng a genu i ne cOlllllllllli8t line I 
ecQDomic quest i ons i s when he bri e fly touches upon the 
i sue of delll8llM placed upon the state by ndundant 
shipbuilding workers . Bu t he ~in fa ils to kee p i n 
advance of th base and superstruc ture under capi t aliam. 
I t i s precisely l.he change f"rom la1sSilll fsire capi talism 
to state monopol y capitalism 1. t makes these de&ande y 
s h i p uilding workers -- for t state t o guarantee ful l 
employment -- appear both natural and obvious responses 
to the situation . These deDlBllcUs do -- after a fashion -
pose the queetion of social oontrol over production , but 
theJ are no more than he ideol ogi cal and political renel: 
of the aeonaa1c development of atate .nnopoly capital 1sm(6) . 
In advancing these slogans , '[arfe is fighting battl es 
that have already, in principle, been won . The capital st 
class accep1. modiCWI of • tat e control because the 
developDllDt o f the base has made i t historically 
neCUlaaary. and thU6 t he progressi ve political con t ent of 
aucll atTualea hae been much reduced : they can. an are , 
being accQIlIOdated within capltallSlll. 

ha: ctevoted. ome space to cri ti c1s i ng Y&ffe as he .is 
ana of the theori..-ta on the left whose thought approaches 
cl.oaut to Mar.U5lIl - it i s t hus all t.he more necessary 
that. tblt part1&l naturs of hia poli Heal advances be 
pointad. out, and subjected to l'rate:rnal cri i ciam . 

!~l 
(6) 

II& 1.1 0D&l. :Il\(l0lll8 Snrvey. 
National Income survey . 

t Is To "Be Uone • 
C&}l1tal 'Vols. '. 2 and ~ . 
c.f. the L&wrance and Wishart col I ctionl ' MSrx and 
~ On Britain . ' 
the hiBbeet expreesion of th "s mental ity is the IWC ' s 
Soeia.l .ludi t pamphlet. 

r"- - M- a-t-he-m-atl-ca1 Appendix 

OVERACCUMULATION ANn THE LONG-RUN TENDENCY or THE RATE OF 
PROFIT 

All fo rmulae are in te rme of values . 

For the sake of mat heqa l eal s implioity the al l owing 
a.s sumptions are made which do not affect the theoretical 
outcome. 

1. Peri od of production. period of circul at ion at 
variable cap! tal . 

2 . Value produced peT worlurr peT production Jlln'ioc1 18 
equal to unity, 1. e . no a.beolut. surplU-Il value . 

3. Value of labour power over one producti on period 
equal s Lt when 1 > Lt >0. 

4. capita l aCCUlllU l a ell on11 as COll8tBllt capital , tlnus 
socia l var " ble capi tal r-e.lllaina oon.stant . 

])er iti ons: V = s ocial ariabl e capital a constant . 

we t hus have 

I t = productivel y empl oyed popula tion at 
lime t. 

r = na,tural lO8Jlr1tllm of rate of growth of 
II • t l) res pect t o t e . 

C = stock of ~e BlId c culat ing constant 
ca i tal a t t~ zero . 

g '" rate of aocUlDUlat i an crut of surplus 
value assumed to be constant) . 

Pt = r ~e or profit a t time t. 

N v 
T 

Rate of aurplua value at t ime t : 1 - Lt 

Lt 



o. 
Rate of profit at t ime taro = P - N - V 

o C + V 

MaB8 o f cons ant capital at t iJle 

Rate of profit at t ime t = 

As t tends to~thia t ends to 

rt 
NOe = r 

@ 

t = c + Jot @(N - V)dt 

rt 
= C + ~Oe - 'm 

N e
rt 

- V o 

'Itlus we have it that the rate of profit tends to lDove 
towards a level i nversely related to the rate of 
acoUlll\llA1;ion, and direc tly related to the natural log 
of the growth of the productively employed labour force. 
Ae the ra. e of growth of the productively employed 
labour force is, in a developi ng capitalist eoonomy, 
lim1ted by the ra t e of popula tion growth - and t.his 
tends to decline* - it implies hat tha rate of profit 
falls t owards a l ower l i mit that i i t aelf decl ining • 

.. Ind cations are t hat Bri tiah popul tion hAS begun to 
t al l in absolute terms. From the peak a decade 1180 , 
l ive births in the UX f el l below replacement rate 
during 19B. and the trend continues downward. 

nence relative (economically active and therefore 
exploitable) population must rise, which explai~ support 
1'roaI sections of he bourgeoiBie for the 'economic 
equality ' demands of Wamen 'e Lib . 
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Statistical Appendix 

I 

Chart 
of I!IUrplua value in " far OK 1952-72. 

'3-0 

Chart 2: Organic compea! tion or CB"ital .. in UK 1958-72. 

Chart 3, Rent aa ~ of total ""' .... lull ---, value in UK 1952-72 . 
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Chart ~ I pro it &8 of uK NatlanQl I come 1952- 72. 

I I~ 

()hart. ,Profit rate for UK manufacturing indU'stry 

'952-72 . 

dhart 1 Mon the movements of the rate of disposable 
IlUrplu.a value IUJcruing t o the aQ;regat e lIocial capital 
and to private landowners. Tot 1 disp08abl e SUIplus 
yalue was calculated by adding: gross trading profits oi 
oDlllpaniea + gross t rading surplus of public corporations 
+ gross trading surplus of other publ ic ent~rprises + 
otal rent,- stock appreciation - pi tal consumption , 
rro~ the national income statistics . This was t hen 
divided by incOllle frCIJI employment i n companiea and 
publio corporations. The r esult i s not strict l y the rate 
of disposable surplus value , s inc e the i ncome from 
e plo~t includes the wagea 0 aome unproduct i ve w~ 
la ou.rere . The chart shows that aside trOll fluotuah ons 
due 0 the trade oycle, there ia El. decl ining tendency of 
the rate o[ IJU%'plua valu e . 

Chart 2 Bh01fS the i nc easing tendency of the organ iC 
oompos1t. i on of eaplt • his was obtained by dividi ng 
'Ogell and aalu:i.es 118 calculatecl above by 1 1e stock of 

constant capi tal calcula ted by adding veh icles, sh ips, 
aircraf t , plant machinery ~ other buil dinga he ld by 
the personal, company and public corpo:rete sect or, bu 
xcl uding all holclinga by local and central government 

and excl uding all dwellings . '!tie source was the 
oat ional i ncome statistics. 'me chart ShOW3 t ha t I as 
predi c ted by ~xist t heory, the organic composit i on of 
capi tal tends t o i s.e. 

Chart ~ aIlow8 rent as f ra.ctiol'l of total surpl us val ue, 
calculated tr am national income statistics . I t can be 
s een that t he pr oportion of surplus value go:ine as ren t 
is ri s ing everely . 

The factors shown in charts 1 2, a.rul , a ll t end to 
depress the rate of profi t . It thue comes as no surprise 
t o eee that chart 4 (obtained tro~ Lloyd's Bank Review, 
April 1974 ) haws decli.n.itl& rate of profit , apart frOlll 
f luctuationa due to the trade cycle . 

Table 1. Pri ce and )iQ.netar,y lIUtices . 

(1 ) (2) 
1962 72.0 10. 9 

1~3 73. 4 12.5 

1964 76. 6 15.2 74 . '1 68. 5 

1965 79. 7 19.8 80.0 12. 9 
1966 82.9 82.2 86 . 1 n .9 
1967 85.3 84. 6 88.9 82. 3 

1968 89.5 88.6 91. 6 90.1 

1969 94.5 93.6 93. 3 94. 2 

1970 100 . 0 100 . 0 100.0 100.0 

1911 108.2 108. 6 109. 4 11 1.2 

1972 "5.' "6.8 123.4 135. 5 

( 1 ) Index of prices of consw.ar goods . ba.se year 1970 . 
(2) Index of pri~s o[ all fiDal goods aold on the 
d<a8atic market, ba.ae year 1910. 
(3) Index of currenoy in ciroulation, baBe year 1910. 
( 4) Index of total lIIOney supply (11), ban year , 970. 

Sourcesl Na i onal inCOllDe statlatics . 

Table 1 Mowa the rise in pricee p&rall eled by the riaa 
in currency clrou at10n and the money supply. 



74. 1Bble 2: Productive Wage Labourers (1.000'8). 

1962 '5.991 
1963 15.847 

'964 16,082 

1965 16,152 

1966 16,144 

1967 15.682 
1968 15.424 
1969 15.364 

1970 14.903 
1971 14,037 
1972 n. 824 

Table 2 ShOlrS movements in the llUlloor of prodllctiva waBe 
labourers. This 11&8 calculated by subtracting froIII the 
figure given for t otal employees in the 1DDUal Abstract 
of StstlsticlI the figurlls . or eJIIployeee in : distributive 
trades, f inancial business , profess1onal and scientifio 
services , and national and l .9CJil eovel'1llll8.I1t service. ~ 
1..end.a:ncy in Britain i a for t he population of producti .... 
wa.!8 labourers to decline - as shown in the math8Jllll.tieal 
appendix, this would tend to aggravate the declining 
tendency of the rate of profit. 
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Proletarian Reprint :1 

For You, Mr. Worker! 
by WllliaJ1 P&ul. 

( Soc aJ..1st Labour Party Leanet BOI 2, laagow. DO date.) 

WHERE WAGES AJlD PROFITS COKE nlO ! 

What are WB&I!s? What are profits? Rave you ever 
eDlll1.ned these two very important questions, Mr. Worlle.r? 
Rave you ever tried to answer them, and to know what 
t hey \lle8Jl to you? It 18 very important t hat TOU aboul4 
do so i f you neh to know what pILrt you pl~ in soc1etT. 
U tl1 you clearly graep these two questions and the 
correct answers to tbea. you can never undarsta.n4 t.be 
social problem, you can DeTer vote intelllpntl)" alii! 
you can DenT or8lD1ia. properly in the worIlahop. !Dd 
what ie equall y illpartant , you w1ll be mable 1.0 
underst.azui the function perfo by tile IIIIUJter olau ill 
the production of _alth. 

Ahl you _y, but he.,. an veq deep probl_ in eoona.iD 
science . And political 8GODCiIIy Is v~ diIfiolll:t, iD 
tact 1t is the "di8lll8l" soienee. Be not trigbtenK at 
the ter. poUtlclll. eeona.,y, Ir. Worker. It is nei thar 
dltI1.cul t nor d1amaJ.. It 18 true it se._ a very dry 
subject when expounded by well paid Proteaaore of 
Pal! tical EconolllY. But theee geDtl~ are paid to .-lut 
1t difficult and co.ple%, and, just l ike you, they ha ~o 
earn their money. In fact, the more difficult they lIIIIke 
f t. and t ile larger the word.e they wte. then eo IllUch th. 
c l8'T&rer they are eupposed to be, and up goell their 
salary. Ha.8 it ever etruck you that both the Profauar 
and your m&eter del i berately make the subjeot ot 
economica difticul t and du-J. to lteep you rro. 
studying 1 t1 Becau8e it you were to understand one or 
two eiJDple truths of economi~, your outlook on thJ.np 
would 8U change that the fu.turs ot tbe Profeaeor and. 
your III&IIItar would 1JJdeed. ee ncu-J." and "difficult· • 

Let QII ezpla1n! 

The soience of ecoOOllioa I!%pla.J..Da how _al th ill 
produced and dia1oributed. 'DI&t ie quite sillple, and _ 
a.asure you it 1. ery mteresti.n& tooJ 

Bow where do W.,.II CCDIl from? You think perhape ~ 
you pt the 1'l'OII the ployu O!I pay day that hie o.l..aaa 

sepe";(fAl . Let U8 eu.a1n. t.b1s a little clos.r. llu1.. 
f1nl of all, bel' that eeJ.~ ha. 10118 &gO warned 
\la that th1!Ip ~ be uaoUy the oppoeite t'l'OIII what 

they --. 
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76 . Take , f or example, water . Now it seema at first eight 
absurd t o say hat it is composed of t wo higbly 
infl ammable gases - hydrogel) and o:r;ypn. '!his seems 
in~reduloUB, nevert he less it is a wel l -known s cientific 
fac t . Science is not oontradictory . It ie only the 
sur face appearanee t hat seeJM strange . .ell , looking 
on the surface o f t hings would lead one to assume that 
the capi Lal i s t class keeps t he worker because he gets 
wages . B t look a li t. tle deeper and what do you find? 
You will r ind t hat inateod of the working cl ass bei ng 
kept by the masters, i i e the workers who ~sin the 
r i ch . You will f ind that while wage-earnere are 
compelled to l ive in j e rry-buil t housee , eat the 
cheapes t f ood and be t hankful f or it , wear he shoddiest 
of clothes, it i their Cl MS which by its labour 
creates al l t he wealth , etc., t hat the masters enjoy . 
Tha ie t o say, ins tead of your olass, the workers (or 
the working class), being kept by the masters (or the 
.aster class) , it is our class (or the wor king class) 
and its labour t ha t. e it possibl for the weal thy to 
live in le i sured ease . And what is ruore, llr . Worker, eo 
long as your class neglec ts t o study one or two simple 
I aWB in pal! tieal conomy, j ust so 1008' 'Iri 11 you and 
yours be oondamned to gi ve the very best t o the "toil­
notsn , and keep far yourselves the oheapest and shoddiest 
of food and clothing. By refusing t o do little t hinking 
far you.rself, you are directly respol18ible for 
s eIltenoing your wife and children and youraelf to a l if 
of unremi t ting t oil. By permitting the IIIIUIler and hie 
yel l paid professor t o do your thinking, you are 
keeping yourself in t he present condition whioh offera 
you low ~s for hard work, unemployment, unhealthy 
OODdltl0D8, and all t he other worries which .ake up the 
IlOOial problem. Whose fault , then , a it , n . Worker? 

MODERN MIRACLES. 

Su~pos1ng my rich uncle , the Right Honourable Wi lliam 
Sykee , well-known in the crowbar industry, dies and 
leavell e £40,000 . And suppos1n8 I wish to spend £5000 
a year - whioh ill the standard rate of wages for 
cabinet IUnist.ers - (Hr . LalIIberl, M.P., eaye that good 
oarters are more diffioul t to get tb.n good cabinet 
IUnilJtere) - haw long would IIY inharit.a.nce last? I t 
would only keep me for eight yeare . It would. llean that 
at the cid of that time I would have to work, l ike you , 
in a faetary Ior In hillinge per nek . Periah the 
tbo~t : I could never descend to 8UCh • thing, besides 
it yould be bla.c.ltlesgtng on my class - the "toil-nots" . 

any of IQ' f'r ienda do any work there i s a great fuss 
iD high aociety. That le wh:y , atr. Workn', if Lord 
SofUtop handlea a pick, wore .. maehine, or does 
sQlUthi.Jl« really uaefUl for a few hours, be ia speciall y 
photographed for the front page of the "Dall,. Looki.ng 
Gl.&IIs·. It la wah a nO"Alty to oat ch one of th .. 
worJdng. But Aa I don I t intend to work .t the end of 
the e1gb\ )fW&1'8, and I want t o keep IIY ~, wbat IIWIt 
I 401 '"WbaU· you exola.1Jl, 1I:r. Worltar , "how can 11 IUUl 

77. spend money and keep it at t he same t ime?" Ah: t hat is 
where a knowledge of pol i tical economy c omes iD. It is 
quite interesting, and not eo dull B.8 t he pr of ess ors say. 
How can I spend £5000 per year for ei ght years and st i l l 
have £40,000 left? Can it be done? Sur ! 

I call upon a broker . No! not the one who calls f or you"r 
furniture when you re unemployed , Mr. Worker. The one 
I call upon is named a stockbroker . He explaI ns to me 
tha t by invssting my money In a South Wales mining 
concern -- in some Welsh valley wit an unpronounca bl e 
name , and which I s wear never to vIsit -- that it will 
yield .. twel ve and a balf per oent. That i s exaotly 
£5000 per year! I am now a full-blown oapi tal i s t : I 
can spen £100 per week and capital never ~ ts leas ! !! 
While rubbing a long OD over £14 a day, I .ay snatch few 
hou.rs to lecture wor;-..ing men on t h virtues of econol1O' 
and he glory of toil . )lot balng greedy, I may evan 
subs cribe to th e • • E. A., so t ha.t the Prof 880rs of 
E}::onomics may prove t ths workers how di re cuI t and 
confusing the sc i enoe of poli t i cal economy can BOoms 

der the i r tui tion . 'But whatever happens , I esn spend 
£100 a Yeek and have as much money l e f t at the end of the 
week 88 when I started 1 Bow wise was t he religioU!l man 
who said tha t t he "8&6 of miracles has not passed!" 
Amen ! ! 

HOW IS IT E. 

But if ;you watch the mi ner a t wor k, If you r ealise how 
IllUch ha gets for digging t he coal . as compared t o how 
1IUCh the oompenx pts -- then you rill understand bow it 
is poaaible for sWlb people to live without wor.king, and 
wby 1 t ie t hat III1nere ' wages are so l ow when oomjBXed 
wi t h the weal th they pro4Dce. Of oouree , t he Profess or 
of 8conomics will sling big words and long phrases at 
you, from which you will be led to believe that the £1 00 
per week ab~ reteTred to is called profit . But t hose 
iD the minII know th&t profi.t is unpaid labour. I t i e a 
gl orU'ied, l egalised, burgl..iDg expedition 888inst the 
worklng class. Supposin& a aimlr were t o knock down the 
abaTe sharehol der and run ort with b.1.s £100, could the 
.mer 0l.&iJa It DO profi t? .ay no Dl8ana! Se would be a 
thief and arrested for robber,y. 'lbat, then, is t he 
difference between the oapitalist takin8 £100 from the 
ainer, and the II1nar t.a.k.1.n8 £1 00 !roll the capita1Iet? 
Bush! It you aaJc sucb 11 question you wil l be called a 
Soclal1at . But i t is IL good question . Then is really 
no difference . But the capitalist eepa a Prof eaaor of 
Poll H cal Economy to mb: up t he qusstion with big words, 
and he has to pay a lawyer to quot e IIIYlIterioue phra.Bes iD 
LaUn.. Tha:y say t here is sCIlla differenoe - but honest 
and intelllg,mt I18n lcncnr tlley are Dot t.el l ing the otnth . 

'l'HE RI.SXS OF D1llJSTR!. 

W. haft 11 en that. the profit OODeS r:ra. coal. Who d1& 
retch, and deliver t he coal at t.~ place Gore it. 1.8 



B. wanted? no. t.hey not the workUI!I? !nd wban an axplosiOD 
talc.eB plane, which claaa t.a.ke6 the riaka, and to which 
cl.a.sa do the corpses be100g? There 18 only ODe el&s15 
that pta kllled azui injured in the operation of 
1.rldwrtr)r. &Dd that is your e1&e8, Mr. Worker . Rut the 
Proteeeor of Econoaic.t!l tri8l!l to shaIr that it iI!I the 
capital1Bt that rune the r1ak8 of industry! Do you 
~aHse .JJ;y you IIIWIt do your own thinking? Any 
Gcmn~t Blue Book rill ahow yuu how 1I&IlY tnmdrec18 of 
trOrkera are slaughtered all the ruu1t of the selfish 
~si.re Cor h1gh profitB. '!'he old hlstrnyman used to 
hold up b18 pistol and ~, "Your money ~ your lIfe" , 
but the modern capitalist OluB h.o1ds the p18tol of 
In.Ir1,l!er up to Labour IIlId _ya , "'lour 1IIOnB:r and your 
life." ---

WAGES ARD PROFITS. 

HOY your wagee represent but 8 fraction of the wealth 
produced by Labour. the otber part SOe8 in profit. 
't'harefore. we knmr why it Is pose1ble for the weal t hy 
class to revel iD the beat of everytb.in8 that thi8 
world can produce, now W'8 kno1r why it is the warJr:ers 
pt 80 llttle eTIID of ~ cheapest that 1B made . 'Iba 
ProI.sc:xrll u:r call it Rmt, Interest, and ProfIt . what 
they will - 1 t still reWlBins the unpa.1d l abour that ia 
tCl'Un8' t:rom the bone and lIIar1'OW of the working clase. 
'l!ltl 41rtdaDd owners need never go near 8 1II1De. They IlIII;y 

DOt tDcnr wba.t • pit ca.ge ill , i t ma,y be a place in which 
ainera 1te811 rabblte or dogs for al l they know about t he 
II1niDg 1ndu.str,y. But, neverthel esl!l t.h8 dirldends are 
alwa:ya forthcOlling. They, the Idle nob , pe.rfonl no 
ueatul l'ImeUon in aooiet.y. They rsm;;y even del!lpise the 
~C8. especially during a I!Itrilce, becau.ee It is wheD 
Labour stop' that the dividenda stop. ihat is wily they 
urge that policlIIDen be sent into the strike area. They 
aameU- Mlce their pal! ticisDs draft troops into the 
d181:rict to foree La.bour tnto the lIiJla t o atart the 
IU;vidand-lll&k1ng lII8.Chl.ne again. ottt- the "orkers 
"tua. to be dr:1Ten, even b:r the troop!!. And than the 
-.m cQllle out mui pick up the dead bodies of their 
tmabaDde. ihill has happened .any tillles. It provea bow 
1IIl"Q61! the maters are when your claea attempts to ra.1Be 
ita -eas, becawse that means a fall in profits. TtU.s 
IIl.mle ~ that your interests are not the saaa as 
JOur -.ate:ra. If they were why do you join a trade 
union cmd tbay a lBILGters' federatilDl? Ih:r do you 11"e 
111 the arOIId.t Eaat End and. they in the heal thy Weat 
ibd1 Waps arul pronts cc.e out of the value created by 
Labour. Bow can both of you pt the bigger aha.re? 
Tour ~ intft'eata are BB wide &ZIUDIiar u the polea , 
aDd ]"OIl are caapelled to ca.e togeth.U' and etru.ggle 
eca1nat each otbU'. IIncll iUI you would DO doubt like to 
81It. aa..T frca e.acb other. t.he I178t8111 hall riV9tted both 
ot 'fOU atrualillg togathU'. 

1f8.!T IS CAPITAL? 

And what is Cap! tal? It la aiaply the unpaid Labour or 
the past being U.lIed to roll the workers of to-day. The 
hish alarled. Prof&aeorlS _sert that labour could not 
Ibe without tile capjtall.at. 'e tell you that you w1.11 
Dot live in the real sanae of the word until you remove 
the ponr 0 8DY olass tbiLt l'Oba you of the best part ot 
your Labour. The ante and daaires t.ha 1. -x:es industry 
possible IIrII social WBZlta. If all the DLina-oIlJler8 nre 
to die tOllorrcnr would not aocliety need coal just the 
_1 And oould not .u.re cllg 1 t just t he aame? 

TOIl caD now real.1ae. Mr. Worker, that the capltal.tst 
c1aaI!I doee not keep you. You can nmr gr&I!IP t !:le fact that 
it 18 the workers who keep the capitalist C188S . Why is 
your claas called the Worlting Cl8l!l8'? When people say 
there 1a a working claee, do they not imply that there 111 
_e olaas that doee not wark? If the worJtera are the 
real lI'Ol'kers, thm the other class, the dividend grabbers, 
_t. be the Ilh1rkera. These are the two IIIL1n ela8eel!l in 
eoci4rt1. l.he workers IlU! the W"ea! thy idlers. 'ltIe clase 
tha bleeds for eoo1ety, and the class that bleeds 
aoeiety. 

IVHAT ARE YOU CODlG TO IlO1 

It you haTe followed this 11tt1e d.i.ecusaion 011 econOlldea, 
Mr. lorker. if )'OIl now tmderetand the part your clase 
))«rflJl'llll!l iD society, what ere you going to do to 
etra.iBht8ll thi.n8a ClOt? 

We iDrlte you to join the Soc1a.l.1et ~bour Party, 1rhieh 
haa been or8liUl1Bed to ecb1cate and tra1Jl the Q89_arners 
to end this plunderlng system of society and replace it 
b:r the Socialist Rapubllll - wharein all shall :reoaive 
the value of their la'baur .* Join up in the lndnBtr1&l 
I'orkera of Gr.at Britain, in which lAbour ahall be 
trained to carry 011 production, not Ear a profit-seeking 
Mate, but for 80clety wharein all p;rodnction Bba.l1 be 
tor use and. not tor profit. 

Wrl te to us and .. will aend you IIIOn expl.anatary 
laa!1ets and paIIpblelle. 'Dle 800 i ., t at lahaur Part,. is 
the greatest edncat.ional faroe ia ttle world, alId our 
.ave.mt ill t.I1II sreat._t. :un1venity DD the planet. We 
ha_ no hi&hl:r said Profe88DrIl to sarble the truth. Our 
teacbere an in nwr.J laDtar,- , m.lll, lI'arksbop. and 1II1ne. 
le baTe Soc1al BoiBllCe C1a.ellell in every part of the 
eoun.tr7. UKl 1 aturcw do not wear weird looking gownB 

snd cape, thllJ ar overalls and they are plain W'Ork.iDg 
IIUCb _ ymI are. 

.YolP 118, we baeech 1OU1 IIelp \l8 in the great.est wadt 
tm!r und~ on behalI ot BOC1al freedClll • 

• 'lNt not. iD the for. of individually disposable 
ine:a.e (selJ pp. 52-53). COBl. 
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What Is C.O.B.I.? 

1. COBI i s a M&U'tist.-Leninillt collect TII, formed on 1s t 
January, 1974, 1n secess ion ~~ t be Bri tish and Irish 

OlIIIIIWlitJt Organisation. l101f become ~visionist. . Its 
purpose is to integrate MoILrxi8t-Leniniut theory wi th the 
concre t e condi ttoM pl:'evailiDs in the British Isles , and 
guided by t his conorete devel opnent of Marxi sm-Lenini sm, 
to prolDOte the development of communi et poli tiOB a.moDg 

the liIOrldng clase. It aims, thrClU4!t. its activities , to 
help bring about political and deolo«ical condi t ione in 
whlcb the f ormation of a new communist party will be a 
meaningful step i n the development of communis t politics 
as a l ink in the chain of proletariAn inter:ne.U onaJ,1am. 

2 . We t ake the natural economic un! t of the Bri U all I 8les 
as t.he a.re:a of our organi sation and oppose 8IlY attelllp'ta 
b7 bourgeois or popul ist nationalism t o frapent work ing 
class arpni aation within he above eeonOlllio unit. We 
reaol u-tely base ourselves on the proletariat of t he 
whole Brit eh Ieles . ithout e!!OOeptiOll . As a European 
s tate dev l ollS we shall extend aar elve1J a.cco.rdingly . 

, . In of t.he development and strength or its 
econwo orga,nisatian, t he .orklnK cl 8B8 of .Brita.1n i s 
88C01la to none in the capit alist world lite poll t i cal 
and ideological development is, ba.evar, wob ls88 
advaluJed In particular it lacluJ i ts own poll t1.eal 
part)'. Wi thout such a party, a real COIIIIIIIUli8t party. 
it will be unable to decisively dete&t tbl capitalist 
claaB, bulld socialism and adV1U1Ce to OOllDlIlia. 

4. 'ltIa itiato:r;y of tha s tZ'U8ltle to bu1ld su.eh a party in 
the BrUteh Ialee haa been largely on.e of faJ.11l:1"8 . 'ttIe 
Clonsp1CUOUS exception to this was the SociallBt Labour 
PBrt)' or Creat Britain, whose a.blelll com bas a.c1opted. 
and whose valuable experience we intend t o aasildlate . 

5. or ru.eon for t h1a failure baa been the inability 
oC rnolutiona.r1es i n the ]l:ritiah Isles t-o aka a 
n~lete break nth capitalist idsol.08Y'I t.he i r failure to 
break with t.he JIl'II&IIIltist wtiook of toM Bri Ueh 
capltall8t cl.a2la baa led theJI to Wlderestaate the 
illporlance of the IIarx1st-Lanini8t theory or 5cient :Uio 
eoc1alitml.. " 1 tbout the guidance of thJ.a theory there 
can be no c~t poli tics. 

6 . For these reasons COBI takes as it ' d' 
t lle application of CODlDlunist theory t S 1

t
DIID
h 

e 1at~ ~s: 
th "h 0 e cond1 t10DB of e Br1t1S Isles, and ideological st 1 
opportunist distortions of cO~~iam ruggh es against 
r evisionism and Trotskyism. • suc as modern 

7. COBI demands the maximum ideological 't 
memb rs. All members, in addition to engaun1,y ~ongst its 

t ' l' g1ng 1n 
pr8C1 tI icaf ' work~ m~st 1mprove their understanding of 
se en lC soc1allsm and contribute to th 'd 1 ' 

1 , e I eo og1cal 
atrugg e . Nobody w111 be admitted to full b h' 
th 'ti 1 mem ers 1p of a organlsa on un ess they have d~onstrated their 
cam.! ent to the class struggle and their under t d' 
of s cientific socialism. s an lng 

8. To supplement the efforts of its full membership, 
COR! encourages a wider group of associate member t 
work in cooperation with it. s 0 

For full e~ucidati~n of these premises see Proletarian 
ROI ', and If you WIsh to know more about COBl contact: 

J. Maisels, 
3/8, May Court, 
Edinburgh EH4 4SD. 

• •••••• • Jf ... III *********~***** 
• ****'***'*'* .... " ... MO If M. _***** 
• .. Now available 

Prole tarian NO:1 _ .. Programmatic Documents. 
(Including COBl statement on 
Workers' ContrOl). • • .. 15p + 5p postage. 

• Proletarian P hI amp et No:1 - 'Communism, The Labour • 
• ( . 1 ' Party, and the Left'. 
• lOc udes: CommunIsm and Elections, and 

The centrality of s tate Power.) 
15p + 5p postage. .. 
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* · ~! literature available from our mailing address' : 

• J ques land postal orders should be made payable ~o * 
• lse s. 
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