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Systematic-dialectical exposition by chapter

THE CAPITALIST SYSTEM

[1§1] dissociation [1§6]

capitalist production state-granted economic rights
accumulation of capital furthering accumulation
finance of enterprises
market interaction /4 imposition of competition

cyclical over-accumulation /5 10\ reach of capitalist state

1

international capitalist system
concrete manifestations
economy axis state axis

Chapters 1-5 set out an increasingly concrete exposition of the capitalist eco-
nomy: first its conditions of existence and next its manifestations. The same
applies to Chapters 6-10 for the capitalist state.

The reader may wish to read the book in this order. However, Chapter 6
equally provides the grounds of Chapter 1. As does Chapter 7 for Chapter 2, and
so forth. The book has been written in such a way that the reader might also
read the book in this zigzag order [1;6], [2;7] and so on. This is further ampli-
fied on in the General Introduction.

The systematic core of the text makes up about half of the book. The rest
consists of ‘explications) ‘amplifications’ and ‘addenda’ of/on the core text, vari-
ously serving the less advanced and the advanced reader in a field — these can
be read according to the reader’s requirements, or skipped without losing the
main thread of the core text.



Preface

This book provides a systematic outline of the constellation and functioning of
the capitalist system. It is an exposition of the relations, institutions and pro-
cesses that are necessary for the continued existence of the capitalist system —
that is, the capitalist economy as interconnected with the capitalist state.

In its systematic character, the book is inspired by Marx’s incomplete syn-
thetic outline of the capitalist system in his Capital — incomplete because that
work did not reach the capitalist state. The latter is dealt with in Part Two of
the current book. Part One, on the capitalist economy, is the result of a critical
appraisal of current orthodox and heterodox economics, and of the systematic
problems and gaps of Capital — the latter especially in hindsight of the devel-
opment of the contemporary monetary and financial institutions.

Without underestimating the merits of analyses of partial components of
the capitalist system (such as those regarding the labour market, infrastructure
or monetary policy), the writing of this book derives from the insight that com-
prehension of the capitalist system is (also) gained from a full synthetic outline
of the system by interconnecting all of its main components. Such a synthetic
approach also sheds light on the components that are often obscured by a par-
tial analysis.

The book is addressed to scholars who share this insight, or are at least curi-
ous about it. More specifically, it is written for scholars and advanced students
in the social sciences (political economy, economics, political science, social
geography, sociology, and the philosophy of these sciences).

Geert Reuten
June 2018
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2 GENERAL INTRODUCTION
A Aim and outline of the book

General aim and outline

Much of the conventional research in economics focuses on partial aspects of
society, such as its labour market or financial markets — often also in abstrac-
tion from the state and its policies. The aim of this book is to systematically
identify the interconnections and manifestations of the full range of those eco-
nomic and political relations, institutions and processes that are necessary for
the continued existence of the capitalist system — that is, the capitalist eco-
nomy together with the capitalist state. In doing so, the reader will be equipped
with an outline of the constitution and functioning of the capitalist system.

Any science, and any scientific project, begins with certain presumed facts
and questions. I will briefly outline some of my questions. To some extent this
is of limited relevance, because the results of scientific investigation often have
repercussions and implications that go beyond their initial remit. Within cap-
italist society we observe social divisions along the lines of:

* rich — poor

* powerful — powerless

* employed — unemployed

* satisfactory work — unsatisfactory work.

These evoke three questions. First, why are these divisions apparently enduring
characteristics of the capitalist system? Are they conditions for the contin-
ued existence of the capitalist system? Second, if so, how do these relate to
other conditions that are required for the continued existence of the system?
Third, how does the actual institutionalisation of these conditions determine
the actual functioning of the system such that it reproduces these divisions? In
brief the challenge is to comprehend the capitalist system. Conscious change
within and beyond the capitalist system requires its comprehension — in this I
am an ardent pupil of Marx.

To answer these questions, we need to investigate the interconnection be-
tween a wide range of elements that constitute that system. The method that
I adopt in this book, ‘systematic dialectics’ (see section C), is well suited to the
comprehension of complex systems composed of many interdependent con-
stituent parts.

Part One of the book presents the ‘capitalist economy’, and Part Two the
‘capitalist state’. Part Three considers the international constellation of capit-
alist economies and states. Each of the subsequent chapters of Part One has its
counterpart in each of the subsequent chapters of Part Two.
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The starting point of the book: dissociation
As we will see below in the methodological section C, the starting point of the
book (the first section of Chapter 1) has a special status. It sets out an encom-
passing concept of the capitalist system which essentially characterises its
problematic. This is the institutional separation, unique to capitalism, between
households and enterprises, which I will refer to as ‘dissociatior’. In itself this
separation is not controversial, and in fact many mainstream approaches to
capitalism start with this separation. The difference here is that I immediately
pack into it specifically capitalist property relations: enterprises claim owner-
ship of much of the earth, and they claim ownership of the means of produc-
tion other than the earth.

The rest of Chapter 1, and indeed the entire book, sets out how this separa-
tion is bridged within capitalism, and how the ways of bridging it often create
new problems that require new solutions.

Chapter outlines
As indicated, Part One (Chapters 1-5) is an exposition of the capitalist eco-
nomy.

Chapter 1 starts with the ‘dissociation’ just mentioned, before establishing
how trade — in terms of the ‘monetary-value dimension’ — constitutes the ele-
mentary ‘bridge’ of the separation. This engenders the commodification of
goods; along with it the property of enterprises takes the monetary form of
the property of capital. Foremost, however, it engenders the capitalist ‘com-
modification of labour-capacity’. The existence of a generalised labour market
distinguishes capitalism from previous modes of production. The subsequent
focus of the chapter is on the capitalist production process. ‘Full-fledged capit-
alism'’ is not only predicated on the trade of commodities and labour-capacity
in terms of the ‘monetary-value dimension. We will see how the monetary-
value dimension pervades the activity of production itself — which again dis-
tinguishes capitalism from all historically prior modes of production — and
how the enlargement of capital via the production of surplus-value (or profit)
becomes the motivating force of capitalist production.! We will see why and
how labour is the only source of profit. (This thesis is not new — we find it, for
example, in Adam Smith’s (1776) analysis of the capitalist system). We will also
discover why enterprises can nevertheless appropriate these profits, and how

1 There is a distinction between ‘surplus-value’ and profit that will be neglected in this outline.
In brief the production of surplus-value includes the production of any interest equival-
ent.
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capitalist production takes the — simultaneously abstract and concrete — form
of the production of capital by labour.

Chapter 2 starts by outlining that the logic of the one-dimensional pro-
duction of profit for the sake of production of capital is ‘more of the same’.
This is reached by the continuous investment of profit and so the continuous
accumulation of capital, its corollary being economic growth. There are two
main conditions for the generalised accumulation of capital: first, a continuous
expansion of profit and hence an expansion of labour-capacity; second, a con-
tinuous expansion of the quantity-flow of money. Money is created by banks —
and given that this chapter abstracts from a Central Bank, which is introduced
in Chapter 7 — money is inevitably created by commercial banks (as is in fact
also the case when there is a central bank). We will see how the tuning of the
continuous creation of money by banks and of the continuous (re)creation of
labour-capacity in the household sphere, is essential to the system. By then we
will have revealed that money and labour are not only necessary to the accumu-
lation of capital; they are also central vulnerabilities of the capitalist economy.
The creation of, and markets for, money and labour-capacity are unlike the pro-
duction of commodities in enterprises and their markets. Regarding labour we
will see, for some perhaps paradoxically, that continuous accumulation of cap-
ital requires continuous unemployment.

We will further note that the continuous accumulation of capital is en-
hanced by the tendency to the incorporation of enterprises. This entails a
layered form of the enterprises’ ownership and its management.

Chapter 3 will demonstrate that an initial financing of enterprises by banks
is a necessary condition for the accumulation of capital. Banking finance is a
pre-condition for any other form of finance. Only after the initial financing
by banks of the investment and production by enterprises can other financi-
ers take the place of banking finance. Thus ‘investment’ must precede ‘saving),
saving being a ‘result’ of investment in the first place. Once such savings res-
ult, other forms of finance out of these savings may ex-post act as a substitute
for the initial banking finance. Hence these other forms of finance inevitably
‘derive’ from banking finance. (This opposes mainstream economic theory,
which views the causality as flowing the other way — savings are seen to lead to
investment. This leaves unexplained how and why the quantity flow of money
would grow). Finally, Chapter 3 shows how macroeconomic expenditure con-
ditions the validation of production, and hence the continuous accumulation
of capital.

This completes the necessary ‘economic’ (or economy-immanent) ‘condi-
tions of existence’ of the capitalist economy. The following two chapters pre-
sent its implications and manifestations in the market interaction between
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enterprises (Chapter 4) and in the cyclical over-accumulation and destruction
of capital (Chapter 5).

Chapter 4 is an exposition of the main forms of market interaction between
enterprises: namely those of competition, cartel formation, oligopolisation and
monopolisation. (The introduction of these phenomena only at this stage of
the exposition is indicative of how this book’s approach diverges from that of
mainstream economics. The latter would usually start with the idea of com-
petition). We will see how the technique of production, as well as the degree of
technical change and innovation, affects the form of market interaction. It will
also be shown that for sectors dominated by competitive interaction, much of
the dynamic between sectors of production (capital flowing from one sector to
another) is predicated on a tendency towards equalisation of average rates of
profit between sectors. However, it will also be shown that within such sectors
the rates of profit tend to be stratified.

Chapter 5, the final chapter of Part One, outlines the cyclical movement of
the accumulation of capital (the business cycle). It will be shown how this
results from capital’s tendency to over-accumulation, which accompanies a
decline in the rate of profit (in the upturn). This over-accumulation is redressed
(in the crisis and downturn) by a partial annihilation of the capital accumu-
lated along with lay-offs of labour; through this activity, the rate of profit is
restored. The bulk of the misery caused by this recurrent process is heaped
upon those expelled into unemployment. However, the same recurrent pro-
cess of over-investment and annihilation of productive capacity damages the
climate and destroys applied natural resources.

The exposition in this chapter synthesises the earlier exposition (including
many of the thorough aspects that the outline above has not touched upon).
Along the way — because actual economic reality is inevitably always in some
phase of this cyclical movement (one phase of the business cycle) — the expos-
ition in this chapter sets out the concrete mode of existence of the earlier
exposition (Chapters 1—4).

So far, this book apparently covers much of the material dealt with by main-
stream economics, and indeed all of the main economic concepts will be sur-
veyed. However, the book is significantly different in respect of both its content
and its methodology. Because of the specific interconnection posited between
concepts, the latter will ‘shift’ for the reader educated in mainstream econom-
ics, giving way to a different view of the science of economics.

Until this point, the methodological strategy of the book is to detect to what
extent it is possible to present the capitalist economy in abstraction from a
‘state’. While this might appear somewhat strange to social scientists, econom-
ists will be aware that this is how most mainstream economics textbooks begin
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and end. Through Chapters 1-5, the need to regulate economic institutions
and processes is often apparent. In these chapters this need is often dealt with
(implicitly or explicitly) via modes of self-regulation, thus drawing out the lim-
its of such self-regulation. However, by the end of Chapter 5, the need to present
the ‘state’ is unavoidable.

Part Two (Chapters 6-10) makes explicit what has thus far remained impli-
cit: namely the necessity of a state and the necessity of economic policy for a
capitalist economy. Here the aim of the presentation is analogous to the earlier
aim: to identify what relations, institutions and processes are necessary for the
continued existence of the capitalist system — only now with regard to the state.
The reference is to ‘the state’ as an institutional continuity, rather than to gov-
ernments that come and go.?

Chapter 6 sets out why the capitalist system inevitably requires a capitalist
state. Its starting point is again the ‘dissociation’ described in Chapter 1. That is,
the encompassing concept of the capitalist system, which essentially charac-
terises its problematic. Whereas Chapters 1-3 set out its ‘economic’ conditions
of existence, we now move on to the politico-juridical conditions of existence.
The exposition in Chapter 1 (and all of Part One) was implicitly based on the
economic actors’ claims of being entitled to act as set out. The core of these are,
firstly, the enterprises’ claims of entitlement to the private property of much of
the earth; secondly, their claims of entitlement to private property in means
of production other than for production by the claimant; thirdly, their claims
of entitlement to employ labour as combined with the appropriation of the
surplus-value (profit) produced by that labour. The state as an extraordinary
institution grants these claims in the form of legal rights. Because and to the
extent that the state grants these rights in particular, it is identified as a ‘cap-
italist state’, which constitutes a unity with the capitalist economy. The state’s
legal formulation of these granted rights, as well as their maintenance, requires
structures of law that are often inherently conflictual in a variety of ways. These
are presented in Chapter 6.

Chapter 7 first sets out how these structures of law require taxation, which
inevitably overrides economic actors’ property claims — thus the state’s defence
of such claims inevitably requires some degree of neglect of these property
claims. This is followed by an outline of the ‘action radius of the state’, which
determines what it can do, given the constraint of feasible taxation. The latter
is determined by the prevailing vigour of the accumulation of capital. To the

2 In addition: the term ‘state’ is used in reference to a ‘central state’. Some central states result
from a union or federation of (what I call) ‘subordinate states’ in terms of full jurisdiction.
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extent that this vigour is not sufficient for the state’s necessary action radius, it
must improve that vigour and thus further the conditions for capital accumu-
lation and economic growth.

The main body of this chapter consists of the exposition of these conditions:
regulation of monetary and financial institutions; regulation of the labour mar-
ket as well as public education; and the state’s engagement in infrastructural
requirements. This chapter also sets out why social security transfers are inev-
itable for the legitimation of the capitalist state, and hence for the capitalist
system.

Chapter 8 provides an exposition of the state’s activities (as presented in
Chapters 6 and 7) in terms of the monetary expenditure of the state and their
finance. Analogous to the exposition in Chapter 3, it is shown how the state’s
macroeconomic expenditure conditions production and the validation of pro-
duction, and hence the continuous accumulation of capital. One of the main
areas of focus is on the various forms of taxation — where these are levied
(enterprises, capital owners, labour) — and their associated tax rates, as well as
their effects on the net profits of enterprises and on the distribution of income
and wealth more generally.

Analogous to the exposition of the first three chapters of Part One for the
economy-immanent ‘conditions of existence’ of capitalist production, Chap-
ter 8 completes the exposition of the state’s legislative, regulative and taxation
frameworks that are necessary ‘conditions for the existence’ of the capital-
ist economy and for the state itself — and so for the capitalist system. The
following two chapters present the state’s ‘manifestation’ in its imposition of
competition (Chapter g), and in its general reach on the capitalist economy
(Chapter 10).

Chapter g presents the state’s concrete manifestation in itsimposing a frame-
work of constraints on the modes of market interaction of enterprises and
banks, and of constraints on the outcomes of such interaction. The first con-
straint is a general one: in the form of ‘competition policy) the state imposes
on enterprises and banks its view about ‘proper’ competitive interaction. The
second constraint regards the competitive constellation that would result in
(potential) generalised price deflation and stagnation, whence the state adopts
amonetary policy engendering ‘creeping inflation’. The third constraint relates
to a phenomenon that was only thrown into relief with the emergence of the
2007/08 financial crisis, that is, entities, especially banks, that have grown ‘too
big to fail’ as a result of which the state is enforced to impose (highly conflict-
ing) limits on the functioning of such entities.

Chapter 10 sets out three main manifestations of the reach of the state —
implied by the exposition in Chapters 6—9. First, whereas capital accumula-
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tion is necessarily manifest in cyclical movements (Chapter 5), the degree of
state expenditure affects the degree of the amplitude of these cycles (struc-
turally increased expenditure moderates the amplitudes). Secondly, it will be
shown that the dynamics of the capitalist economy, together with the necessary
regulation by the state (Chapter 7), inevitably result in not only an increasing
quantity of regulation, but also an increasing complexity of regulation. Thirdly,
it will be outlined why increasing social security transfers (increasing as a per-
centage of GDP) are inevitable.

The chapter concludes that even if the two main problems of ‘too big to
fail' banks and environmental damage could be resolved (again by complex
regulation), both the continuously increasing social security transfers and the
continuously increasing quantity and complexity of regulation are inevitable
and impossible for the capitalist system.

Part Three (Chapter 1) presents the international mode of existence of the
capitalist system. As with Chapters 4—5 and 9-10, this chapter does not set
out the capitalist system’s conditions of existence, but rather its manifesta-
tions. It focuses on the two main forms of international economic relations:
namely international trade and the international migration of capital as mani-
fest in the international migration of production. International trade is not
fundamentally different from intra-nation regional specialisation and trade.
However, the effects of international migration of production are potentially
far-reaching (when I finished the typescript for this book, the scale of this
migration was yet modest). To the extent that this migration is left uninhibited,
it evokes the mutually reinforcing combination of a gradual movement towards
international convergence of average wage structures on the one hand, and a
gradual movement towards internationally similar structures of regulation on
the other. The chapter sets out a variety of conflicting interests that are associ-
ated with these movements.

B Intellectual inheritance

As the book covers a wide range of subjects, it is not feasible to review all
of the existing literature on each of those subjects. Instead, references are
mainly restricted to tributes and acknowledgements. Therefore, a few words
on the intellectual inheritance on which I build are also appropriate. Like
most current economists I was educated in neoclassical theory. Dissatisfied,
I became acquainted with Marx’s and marxian political economy of capital-
ism, and later Post-Keynesian and Institutionalist theory. Thus, after my ini-
tial orthodox background, I became what is now called a heterodox econ-
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omist, and it is generally heterodox theory that I build on, although that is prob-
ably too broad a label.

Marx (1818-83) and to a lesser extent Hegel (1770-1831) have been my pri-
mary sparring partners, with whom there is a continuous dialogue of ideas.
There is a great advantage in having studied one or, for that matter, two great
thinkers closely. Often the study of such great thinkers begins with a certain
respect for their aims, but once one is able to critically reflect on the theoret-
ical content (different for each) — to see each author’s limitations and short-
comings, and yet still learn from them — one’s relationship to such thinkers
matures.

Hegel and Marx also produced the chief paradigmatic examples of a social-
scientific systematic dialectic, that is, the method that is adopted in this book
(see section C). Although the systematic-dialectical method used here some-
times deviates significantly from that of Hegel and Marx, I nevertheless pro-
ceed in their scientific tradition and am greatly indebted to these authors.

In this tradition, I am also indebted to some living authors. First of all
Michael Williams with whom I wrote my first comprehensive systematic-di-
alectical work: Value-form and the State; the tendencies of accumulation and the
determination of economics policy in capitalist society (1989). Although the con-
tent of the current work often substantively deviates from our joint work, it is
unsurprising that the methodology and systematic structure of the two works
share much in common. In hindsight, I think that this joint work was a great
methodological achievement as, to my knowledge, this was the first compre-
hensive systematic-dialectical work in political economy written since Marx’s
Capital.® In the period since the late 1980s, quite a few authors have written on
the method of systematic dialectics.

Further, I am also much indebted to the members of the International Sym-
posium on Marxian Theory (1smT).# This small group of philosophers and polit-
ical economists has met for a summer week every year from 1991 to 2014, for a
thorough discussion of each other’s work on the writings of Marx and develop-

3 In1984 Michael Eldred published a systematic-dialectical account of economic competition
and the capitalist state. A wider project of his, together with Kleiber, Hanlon and Roth, unfor-
tunately stagnated after their 1982—85 articles on value-form theory.

4 This group has generally consisted of eight to ten members: Christopher Arthur, Martha
Campbell, Fred Moseley, Patrick Murray, Geert Reuten, Tony Smith (all 1991—current), Gugliel-
mo Carchedi (1991-93), Paul Mattick Jr. (1991-2000), Riccardo Bellofiore (1996—current), Nic-
ola Taylor (2001-03), Roberto Fineschi (2004—current), Andrew Brown (2006—current) and
Guido Starosta (2009—current). Between 1993 and 2015, nine books have been published fol-
lowing 1SMT conferences (with several translations in Chinese, Italian and Spanish).
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ments thereof, with a focus on his method especially in relation to its (variously
judged) roots in Hegel. The present book has benefited greatly from these dis-
cussions.

As an inheritance in another sense, I have been helped (particularly in Part
Two) by the intellectual and political experience of having served for the Social-
ist Party in the Senate of the Parliament of the Netherlands from 2007-15. 1
especially learned and experienced, first, how the (that) state’s view of ‘the gen-
eral interest’ — often implicitly — is identified with the ‘unquestionable’ exist-
ence of the capitalist system (Chapter 6); second, how feasible tax rates are a
perennial concern for the (non-)doing of the state (Chapter 7); third, to what
extent the state and the capitalist system tremble when the banking constella-
tion trembles (Chapters 7 and 9); fourth, how the state tries to avoid conflict by
delegating the most conflicting issues to semi- or quasi-independent institu-
tions of the state (Chapters 7—9 passim); and fifth, why legislation and other
regulation inevitably increases in size, and especially why it becomes more
complicated and complex (Chapter 10). Generally the second part of the book
has benefited significantly from debates with three different ministers of fin-
ance, three different secretaries of state for taxation, and spokespersons for
finance and economic affairs during those eight years.

C Systematic dialectics: methodological introduction

Through the experience of teaching the material of this book, I have learned
that it is not very instructive to begin with a comprehensive methodological
account. Nevertheless, it is helpful for the reader to at least have an outline
of the method in mind while absorbing the content of the book. In terms of
the methodology, I therefore proceed in three stages. Firstly, in this General
Introduction I present a number of general notions concerning the method of
systematic dialectics. Secondly, details of the method are introduced, as the
content requires, at several points throughout the chapters. Thus, I expand
on the methodological notion of ‘tendency’ when I introduce tendencies for
the first time. A general methodological appendix, at the end of the book, is
the third, most comprehensive treatment and presents an interconnected out-
line of systematic dialectics. For most readers, it is probably best to read the
appendix last. However, for readers who prefer to have expanded methodolo-
gical information earlier on, I refer below to sections of the appendix as A§,
A§2, and so on.

Although this General Introduction outlines the systematic-dialectical
method — and hence will use some dialectical jargon — in the chapters to come



GENERAL INTRODUCTION 11

I have tried to reduce such jargon to a minimum. For Chapters1and 6, however,
a somewhat heavier load is unavoidable.

A Glossary of field-specific terms (regarding the method as well as the con-
tent) is included at the end of the book.

C§1  Limitations of mainstream methods

The systematic-dialectical method that I adopt in this book is appropriate to
the theorisation of a system or a structured totality. It is especially an adequate
scientific method for the synthesis of knowledge about a social system (this is
the subject of the following sections). However, one must have good reasons to
deviate from the common or established research methods, so it will be useful
to first sketch out the limitations of mainstream methods.

Much of the mainstream science proudly casts its endeavours in terms of
‘analysis’, whereas systematic dialectics proceeds by way of ‘synthesis’. The fol-
lowing brief descriptions of these terms will suffice for now. Analysis: to scru-
tinise by way of the division of wholes into their elements, or the deconstruc-
tion of initial knowledge. Synthesis: to connect, assemble, or unite knowledge;
the combination of often diverse concepts into a whole by indicating their
interconnections.

Current mainstream methods are generally founded on the philosophical
tradition of positivism. Their aim is to describe and explain the outward appear-
ances of the institutions of the status quo. Whereas in economics the professed
method is generally an empiricist positivism, the practice is usually a rational-
istic positivism, or more precisely, an axiomatic positivism for which axiomatic
mathematics is the prototype.®

The modern positivist tradition may be traced back to the early seventeenth-
century writings of Francis Bacon and René Descartes. Central to this is the lat-
ter’s subject—object dualism, or the division between thought and being (‘cogito
ergo sum’; ‘je pense donc je suis’). This division gave rise to the two main
methodological-philosophical frames of rationalism and empiricism. (For the
object-subject dualism I also use the modern pair of entity and discourse).

These two frames — rationalism and empiricism — stood in a dualist opposi-
tion (separation) to one another. Phenomena were variously reduced to one or
the other pole (reductionism). In mainstream economics we see this exempli-
fied in:

5 Empiricism understands sensual experience to be the source of knowledge. Rationalism
stresses the role of reason in understanding phenomena. Axiomatic positivism is examined
further in Reuten 1996, esp. pp. 40-1.
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* axiomatic analytical approaches (as in the models of much of microeconom-
ics);

* empirical analytical approaches (as in the models of much of macroeconom-
ics, and especially those applied by National Research Bureaus and Central
Banks).

From my perspective, the first major limitation of these models is that notions

of structure and system are alien to them, or simply ignored. Usually these mod-

els proceed and expand from partial problems (this is not problematic when
the aim is the solution of a partial problem from some specified perspective).6

The difficulty of restricting oneself to partial terrains is ‘solved’ by the use of

various assumptions, notably ceteris paribus conditions, about ‘the rest of the

world’. Students of these models (should) know how crucial these assumptions
are, casting the problem at hand in terms of caricatures (think of the stylised

‘rational behaviour’ approaches in economics), and also how these assump-

tions often lead to caricatures of the rest of the world.

This first limitation is related to two others. The second limitation is that
models are in fact complex sets of definitions.” This is indeed useful for ana-
lysis and for tackling partial problems. However, setting out fixed definitions
inhibits conceptual development, thus impeding broad scientific development
to which conceptual change is central.

These two limitations are epistemological in kind. The third limitation con-
cerns the particular road taken by mainstream economics (i.e. neoclassical
economics), which tends to cast these models in terms of individual behaviour.
This is called ‘methodological individualism’ Rigorous methodological indi-
vidualists deny the existence of ‘social structures’ and ‘social forces’ — this leaves
references to ‘market forces’, ‘market structures’ or indeed the ‘capitalist sys-
tem’ (commonplace terms within orthodox economics) rather unintelligible.
For those that do not deny the existence of structures, methodological indi-

6 A simple example of positing a problem as a partial one can be seen in the reduction of
unemployment to characteristics of individuals (sometimes this might be part of a specific
problem), rather than, for example, linking unemployment to the command of one section
of society over the means of production (vested in enterprises), the incentive structure of
that layer, and so on. An endeavour that links problems such as that of unemployment with
other problems, and with general structures, posits ‘interconnection’ Anticipating a point
to be introduced later, it may be added that such a (common) reduction of problems to the
characteristics of individuals apparently absolves the researcher of taking into account inter-
connected structures. Note that I am not arguing that all problems can be cast in terms of
interconnected structures, nor that all problems necessarily should be understood or solved
in those terms.

7 Hausman 1992, pp. 75-82.
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vidualism operates as a self-imposed restriction — it is not at all clear how we
can ascend from individual behaviour to these structures (at least not in a the-
oretically informed way).

More far-reaching than ‘methodological individualism’ on its own is its com-
bination with the idea of ‘ontological individualism'’ That is, the idea that (in
the event that structures are ‘assumed’ to exist at all) social structures are seen
to be entirely determined by individual behaviour, instead of the other way
around (‘ontological structuralism’), or instead by some interdependent or dia-
lectical interconnection between individuals and social structures.®

These limitations are not sufficient reasons for not taking mainstream sci-
ence seriously, or to entirely ignore its results; the point is rather that any
method is limited by its self-imposed or internal constraints, and those lim-
itations must be clearly understood and kept in mind when looking at the
results. The systematic-dialectical method goes quite some way in tackling
these problems. Generally it is possible to incorporate the accomplishments
of mainstream methodologies into the dialectical method, but movement in
the opposite direction is not so straightforward. (A§3 sets out how systematic
dialectics makes use of mainstream accomplishments).

C§z2  ‘System’
So far I have referred to the capitalist ‘system. Is capitalism actually a sys-
tem, that is, a self-reproducing integrated whole consisting of interdependent
constituent parts? If we are not content to settle for journalism and history
telling — without doubt both meritorious activities — then for science and sci-
entific explanation to be an intelligible activity it must be presumed that the con-
stellation we study is both systematic and, in principle, comprehensible.® Thus
some structured totality will be presumed.

‘Systematic dialectics’ refers to the method of a dialectical investigation and
exposition of such a system.

C§3  Presumptions and pre-positions (contrary to assumptions)
Systematic dialectics eschews assumptions. However, the exposition in this
book adopts three ‘presumptions’. Firstly, a culturally determined language (in

8 On the latter see especially Hollis 1994; cf. Reuten 2003c, ch. 10.

9 In this book the term ‘constellation’ has the following meanings: interconnected organisa-
tional units and/or interconnected processes and/or structures (often called configurations).
The term may also refer to what in ordinary language is called a ‘subsystem’ (such as the ‘bank-
ing system’). Most often the term is used when, for methodological and sometimes stylistic
reasons, I want to avoid the term ‘system.
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our case, specifically, ‘English’). Along with this goes an episteme.l° We can, in
degree, be conscious of this, but no scientific endeavour can escape this broad
presumption. (It is sometimes believed that mathematics escapes it. However,
mathematics requires at least ‘initial translations’ from cultural language into
mathematics). Secondly, it is presumed that the object of investigation exists.
That is, capitalist social formations and especially capitalist economies and
states. Empirically these are exemplified in, at least, OECD countries (see C§4,
subsection ‘empirical domain’). Thirdly, it is presumed that this object of invest-
igation is systematic (C§2 above). This is, as indicated, a precondition for any
scientific study of an object of investigation beyond mere description.

Next to these three presumptions I will adopt ‘pre-positions’ in Chapters
1-3 and 6-8. I adopt these merely because all the constituent elements of a
‘system’ cannot be presented at the same time. I use the term ‘pre-position’
(instead of ‘assumption’) so as to indicate that these have a temporary status.
(In modelling approaches many ‘assumptions’ have a permanent status). Thus
in the course of the dialectical exposition, I will introduce entities that at
the stage of their introduction are not (fully) ‘grounded. (For example, when
I introduce ‘money’ in Chapter 1, the creation of money by banks, which is
only introduced in Chapter 2, is pre-posited). A major difference between
systematic-dialectical pre-positions and the assumptions of a standard model
building approach is that systematic-dialectical pre-positions must always be
grounded within the exposition — a systematic-dialectical exposition is never
complete until all determinations relevant for the object realm have been
determined endogenously, that is, when no pre-positions (or assumptions) are
required, and all earlier (temporary) pre-positions have in fact been elimin-
ated. In the main systematic text of this book I will never use assumptions
(in an Explication I may sometimes use an assumption, merely to simplify an
example).

When in a modelling approach some assumption is dropped, earlier state-
ments (based on the dropped assumption) may no longer hold. This is different
for pre-positions. All the statements formulated at each level (e.g. at the expos-
itional level of Chapter 1 or 2) are claimed to be true, and still held to be true
when we have reached Chapter 5 or 11.

10  Foucault (in The Order of Things) uses the term épistéme to refer to the ‘unconscious’ men-
tal arrangements that underpin the production and the possibility of the production of
scientific knowledge over an extended time period (think of the Middle Ages versus ‘mod-
ernity’). An épistéme is far more comprehensive and inescapable than Kuhn’s notion of
paradigm.
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All the foregoing remarks about pre-positions concern the object realm we
study here. Although capitalism cannot exist in a void, it is hardly opportune to
begin this book by offering a dialectical exposition of natural scientific entities
(if I could).

C§4  Systematic-dialectical exposition [A§10-A§14]

Systematic dialectics examines the constellation of a particular socio-eco-
nomic system, such as capitalism — not its historical emergence (see also the
Appendix on historical dialectics). Systematic dialectics (SD) is comparable
to other scientific methods insofar as it seeks to reliably know what can be
known. However, SD differs from most other approaches in its claim that the
key to the reliability of such knowledge lies in the interconnection of all relevant
knowledge about some object totality. SD is sceptical of any partial knowledge,
including model building, although it does not dismiss this knowledge a pri-
ori (C§1) [A§3, A§8]. However, wider perspectives can show the limits, or the
falsity, of partial knowledge.

A second major distinction between SD and all other approaches is the
method through which the interconnection of the relevant knowledge is
gained. Using the metaphor of a pyramid, as shown in Figure 1, will help in out-
lining the method.

FIGURE 1  Systematic-dialectical exposition

starting point (o)

/ B; conceptual levels: \

intercoml%ed conditions of |existence of'the%rting point
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Y
concrete manifestations
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In seeking to grasp a systematic object totality (capitalism), the beginning
requires a concept that captures the essence of the entire system. This starting
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point is denoted in the figure by ‘o’ (Cf. ‘commodification’ for Marx’s Capital,
and ‘dissociation’ in the current book). We will see in Chapter 1 that, once pos-
ited, such an encompassing starting point may seem obvious - as it should.
However, I know form Marx’s intellectual struggles, and those of myself, that
the intellectual process of getting to an appropriate starting point is far from
simple.

The next layers, denoted by fu1 ... Bn, set out the interconnected conditions
of existence of the starting point. These layers are called ‘moments’. More spe-
cifically, beginning with the starting point, a SD exposition must pose the prox-
imate condition of existence of a moment, that is, the immediate requirements
necessary for the existence of that moment. To the extent that this ground-
ing moment cannot exist in isolation (that is, to the extent that it is yet non-
endogenous), that moment requires new proximate grounding moments. For
example, the first necessary moments to bridge ‘dissociation’ are money and
the commodification of goods, labour-capacity, and the production process
(Chapter 1). Money is conditioned by the existence of banks (Chapter 2). Much
of the SD investigation consists in determining the proximate order of these.
(In this case: rather than introducing banks immediately after the introduction
of money, to ‘pre-posit’ these and to postpone their introduction).!!

The connection of two or more moments has a synthetic character, and the
more we move down the pyramid, the greater the synthesis obtained. Because
necessary conditions of existence — and again their necessary conditions of
existence — are a leading methodological principle, we in fact get to the exposi-
tion of the interconnected totality of the capitalist system. For the same reason
it is essential to abstain from assumptions because these would open the way
for gaps.

For this General Introduction I need not say much about the final layer of the
pyramid: concrete manifestations (y). This can be postponed until the relevant
chapters. Here I merely mention that manifestations pertain to implications of
the previous exposition, culminating in a synthesis of the (or several) threads
of the previous exposition.

Along the process of the exposition (from starting point to manifestations),
we each time extend our comprehension of the capitalist system. In the end,
this will be appropriate to fully comprehend its essential working as appearing
in empirical reality.

11 Readers familiar with Marx’s Capital will recall that he introduces money in Chapter 1 of
the first volume, only systematically dealing with banks in Chapter 22 of the third volume.
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Figure 2 shows this process in terms of each chapter throughout the book
(the chapter numbers are placed inside the pyramid of this figure).

FIGURE 1 FIGURE 2  Systematic-dialectical exposition by chapter
THE CAPITALIST SYSTEM

[1§1] dissociation [1§6]

capitalist production /1 6 state-granted economic rights

accumulation of capital /2 7\ furthering accumulation c.0.e.

finance of enterprises 8\ state expenditure and finance

market interaction /4 9% imposition ufl:::nl|mlilinn
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1
/ international capitalist system
concrete manifestations \‘ v
ECONOMY axis state axis

Note: ‘c.o.e. abbreviates conditions of existence and ‘manif. manifestations.

Two reading strategies

Refer to Figure 2. The reader can read the book in its chapter order (1-11). In this
order it is perhaps easiest to digest. However, the text has been written in such
a way that the reader might also opt for a zigzag reading, that is, in the chapter
order1, 6, 2, 7, and so on. From the point of view of the method, the exposition
in Chapter1is proximately grounded in Chapter 6 as much as in Chapter 2, and
so forth.

The empirical domain of the book
Full-fledged capitalism emerges when not merely trade but also — predicated
on a labour market — the production process is dominated by the monetary
dimension and profit. This started in Britain and France around 180o. When
capitalist production is dominant in a country I typify it as ‘capitalist’ (when
the context requires it, I use the term ‘full-fledged capitalist’).

In1961 the then capitalist advanced countries organised, loosely, in the oECD
(Organisation for Economic Development and Co-operation). At the time the
OECD had 20 member countries; as of 2016 it has 3512 When I use the term

12 1961: Austria, Belgium, Canada, Denmark, France, Germany, Greece, Iceland, Ireland, Italy,
Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, Turkey, United
Kingdom, United States of America (20).

1964: Japan. Around 1970: Australia, Finland, New Zealand (24).
1994—96: Czech Republic, Hungary, South Korea, Mexico, Poland (29).
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‘capitalist system’ I have the institutional economic and state structure of these
countries in mind, as well as that of all other countries with a similar structure,
independently of their level of development in terms of GDP per capita and
state expenditure. This then is the empirical domain of this book (i.e. the start-
ing and endpoint of Figure 2).

In various chapters of Part Two I will refer to the averages of empirical data
of a selection of these countries. For Part One — the outline of the capitalist
economy as if there were no capitalist state — there are no clear empirical data,
as a capitalist economy can have no existence without a capitalist state.!3

C§5  Systematic orderversus historical order

The actual history of humankind has determined the constellation of the cur-
rent capitalist system through the decline of previous modes of production
(such as feudalism) to its current form. However, the historical emergence (and
the order thereof) of a particular entity, institution or process might bear no
relation to its ‘systematic importance’. For example, the fact that commodity
markets developed before labour markets does not imply that a commodity
market is more important than a labour market in terms of the functioning
of the capitalist system — both are absolutely necessary. The fact that forms of
commodity money (such as gold) evolved long before ‘bank account money’
does not imply at all that a systematic treatment of money should start with
commodity money, or even refer to it. The systematic order in this book bears
no relation to historical order. (History, to be sure, is very important. However,
systematic dialectics is no historical science. And, for that matter, a historical
dialectical approach — such as that of Hegel or Marx — has little to do with their
or my systematic dialectics).14

2010: Chile, Estonia, Israel, Slovak Republic, Slovenia (34).
2016: Latvia (35).

13 Rigorously, the exposition of Part One pre-posits that of Part Two whence I could present
empirical data in Part One. I refrain from doing so as this would require continuous elab-
orations.

14  Both Hegel and Marx devised a historical dialectic — that is, for the study of history — as
well as a systematic dialectic — that is, for the study of one phase, one particular system,
in history. These dialectics are very different. Because their historical dialectic is relatively
easy to explain, popular accounts of dialectics most often limit themselves to the histor-
ical dialectic and neglect the systematic dialectic. Marx, for example, was engaged in a
historical dialectic until about the age of 30 (in 1848, the year in which The Communist
Manifesto was published). For the rest of his life he was engaged with the systematic dia-
lectic of the capitalist system. (See Reuten 2003a). For a succinct comparison between
historical dialectics and systematic dialectics see Murray 2003, pp. 150-8.
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However, a distinction will be made between trans-historical necessities (uni-
versal) and system necessities (general). One trans-historical necessity is, for
example, that we need food and shelter in order to survive. While all trans-
historical necessities are also system necessities, it is not necessarily the case
that all system necessities are also trans-historical necessities. Money, for ex-
ample, is a necessity for the capitalist system, but money is not a trans-his-
torical necessity. In order to maintain this crucial distinction, when the term
‘necessity’ is used it always refers to ‘system necessities, whereas the term
‘trans-historical necessities’ appears in full.

C§6  Immanent critique
Through the method of systematic dialectics emerges another methodological
principle that stems from Marx, that of ‘immanent critique’. Immanent critique
(in brief critique) is distinguished from ‘external criticism’ (in brief criticism).
Criticism adopts a normative external criterion (be it ethical, aesthetic or meth-
odological) to evaluate society or social productions as artistic and scientific
endeavours. The method of critique evaluates society and social productions
on the basis of the norms and standards of the object of inquiry itself.15

Thus this book aims to present the capitalist system in terms of its own
logic, norms and standards. In this sense, it is presented from within itself.
However, this does not imply the absence of any evaluation or assessment.
Firstly, presenting the capitalist system in terms of its own norms and stand-
ards does not imply that the depiction of those norms and standards and of
their results (for example, profit-driven lay-offs of workers) must be presented
‘in rosy colours’. Secondly, when the capitalist system’s norms and standards
are taken to their internal logical conclusions, we can detect possible incon-
sistencies and contradictions — as when capitalist business lauds ‘market com-
petition’ while at the same time seeking to eliminate competitors and secure
a monopoly position. Immanent critique makes such inconsistencies expli-
cit.

D A note on mathematics and the readership
This book is written for scholars and advanced students in the social sciences

(political economy, economics, political science, social geography, sociology
and the philosophy of these sciences). In order to be understandable to people

15  This s briefly expanded upon in Reuten 2003a, pp. 152—3.
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of various backgrounds, I have minimised the use of mathematics. Formulas
are generally merely used as shorthand (such as A+B = C). I also use simple
ratios (X = Y/Z). I have evaded calculus and instead limit the representation
of quantitative change to simple notation such as x{ (decrease), x* (increase)
or x't (growth of x increases). When I introduce a functional relationship (X
depends onY) I start by Y-X.

E Format of the book and internal references

Systematic dialectics requires a systematic format. The two main parts of the
book set out the two broad ‘parallel’ axes of economy and state (Figure 2). These
parts are then structured into three levels, which also relate to distinct concep-
tual levels or stages: Chapters, Divisions and Sections.

* The parts are divided into Chapters (all chapters are consecutively num-

bered 1 through 1).

* These chapters are further divided into Divisions.

* Divisions are the main structure for the various conceptual levels.

* Ininternal cross-references Chapter 1, Division 1is abbreviated as 1D1 and
so on.

* Divisions are divided into Sections (these are consecutively numbered with-
in each chapter).

¢ The Sections are the main text, and only Sections contain the systematic
argument (these texts have been shaded).

¢ Ininternal cross-references Chapter1, Section1 (§1) is abbreviated as 1§1.

In order to keep the systematic argument of the sections concise, the main

sections text is usually followed by explanatory or expanding texts that may

be read according to need. There are three types of the latter:

* Explications serve to clarify the main section for diversified readerships.
These expand on the systematic argument, most often with minimal jar-
gon and a looser style. Sometimes these will also set out some analysis,
in the case that received mainstream views are inappropriate. Explica-
tions may also refer to later sections and chapters. When required these
explanations also expand on the dialectical method (this should be clear
from the brief title of the Explication). In principle, Explications can be
skipped if the main text is sufficiently clear or uncontroversial to the
reader.

* Amplifications. These expand on the main section, though in the form
of an aside. The reader can skip these without losing the thread of the
systematic argument.
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* Addenda go into details of the argument or locate the argument in the
literature. Addenda are for specialists and may be skipped by the non-
specialist.

¢ Explications, Amplifications and Addenda are consecutively numbered
by section as a, b, ¢, etc. An internal cross-reference to Chapter 1, Section
1(8§1), Explication (a) will read 1§1-a — the same system applies to Ampli-
fications and Addenda.

In most chapters the systematic argument of the main sections makes up about
50% of the total text, the other 50% being Explications, Amplifications and
Addenda.

Appendix. A note on historical dialectics: ‘historical materialism’

Systematic dialectics is the dialectical method pertaining to the study of a
particular socio-economic system, such as capitalism. This should be clearly
distinguished from historical dialectics, whose aim is to comprehend the driv-
ing forces of historical development and the transitions between those sys-
tems. Thus whereas a historical dialectic considers the diachronic development
between socio-economic systems, systematic dialectics considers one particu-
lar socio-economic system synchronically.'®

Students are most often introduced to dialectics by way of the historical dia-
lectics of Hegel and Marx. Whatever their merits in this field, a focus on this
aspect of their work does not do justice to their main dialectical work. Hegel,
having been engaged most of his lifetime with systematic dialectics, delivered
towards the end of his life five series of lectures on a historical dialectic. He did
not publish this material; rather his students posthumously published notes
from these lectures.” Marx, on the other hand, began his scientific work with
the development of a historical dialectic, but he published few of those works.

Together with Engels, Marx was the originator of a dialectical materialist
conception of history (often called ‘historical materialism’, although the label
is not Marx’s). The following is a brief summary.'®

Analytically and institutionally, any society can be seen as a number of
domains — political and legal, cultural (including education), and economic.
For Marx, the economic domain takes a central place — production is central,

16  Murray 2003, p. 156. Murray’s article concisely sets out the distinction between the two
dialectics — see especially pp. 150-8.

17  Hegel 1984 [1837].

18  Most of the following paragraphs have been taken from Reuten 2003a, p. 152.
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but has a dialectical interaction with all the other domains. It does not assume
a fully deterministic or mono-causal role, as is sometimes asserted (such an
interpretation was particularly prevalent in the first half of the twentieth cen-
tury).!® More precisely, the relationship between the ‘productive forces’ and
the social ‘relations of production’ play the central role in the development
of a society at large (a whole ‘social formation’, such as a feudal or a capitalist
society).2? That is to say, what happens in the ‘superstructure’ — the juridico-
political and cultural domains — is largely conditioned by the economic ‘base’
When at a certain stage the relations of production become fetters for the pro-
ductive forces, an era of social revolution leads to the transformation of society
such that the forms of (social) property relations are re-shaped to suit the newly
developed (or more accurately, ‘developing’) character of the forces of produc-
tion. This schema is especially significant for comprehending changes between
structures, particularly the dynamics of uneven development. ‘Grand’ history
can be seen in terms of revolutionary transitions — ‘restructuring’ of social rela-
tions into forms that ‘fit’ the forces of production more closely.

Marx developed these ideas between the ages of 25 and 30, and they can
be clearly discerned in The Communist Manifesto of 1848. From that year on,
Marx undertook investigations in political economy, culminating in his mag-
num opus Capital, which can be seen as a systematic-dialectical exposition of
the economic base of capitalism. Further, even if there are a few, mostly spec-
ulative, references to transitional elements within capitalism, transition is not
the focus of that work.
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Introduction

Asindicated in the General Introduction, this book aims to set out the capitalist
system. Because a social system is inherently a series of interconnected institu-
tions, relations and processes, it is not obvious at the outset of the investigation
what should be the appropriate starting point of its exposition. The idea of a
systematic-dialectical methodology is that one can best present a system in a
layered movement that begins with general-abstract concepts of the (putative)
system, gradually developing these into more concrete complex ones.! At the
same time, the starting general-abstract concepts should capture key charac-
teristics of the system as a whole. In the systematic-dialectical methodology
adopted in this book, the exposition also moves from absolutely necessary ele-
ments of the system to proximate necessities.

Given that I will be setting out a system, the status of the starting point in
Division 1 is a relative matter. Chapter 1 in its entirety may be considered as
the starting point. Given that production is absolutely indispensable for the
material survival of any society, and considering that the historically specific
form of production is a chief determinant of the totality, the exposition in this
chapter starts with the specific capitalist form of production. This exposition
is reached in the chapter’s final Division 5, where we will see that capitalist
production essentially takes on the form of ‘production of capital. The earlier
divisions provide the arguments as to why it takes on this form.

Apart from some preparatory ideas that are introduced in a Division num-
bered ‘o’ (on ‘sociation’), the formal starting point of this chapter is Division
1 (on ‘dissociation’), which establishes that a key characteristic of the capit-
alist system is its structural-institutional separation between households and
privately owned enterprises.

All of Chapter 1, and indeed the entire book, sets out how this separation
is bridged within capitalism, and how the ways of bridging it often create new
problems along the way. The first and major institution for resolving the separ-
ation is the market, a key element of which, as we will see, is that it homogen-
ises heterogeneous products as one-dimensional monetary value (Division 2).
The commodification that accompanies this process applies not only to non-
human entities (‘goods’), but also to the capacity to labour (Division 3). It is
this two-fold trading — of commodities and of the capacity to labour — that

1 ‘Putative’: although I will not repeat this term, the eventual proof that a ‘system’ is being
presented is only delivered when all of the system has been presented — i.e. at the end of

the book.
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SCHEME 1.1 The capitalist mode of production (outline
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determines the particular capitalist drive for profit (Division 4), but foremost
the profit-driven production process (Division 5). See Scheme 1.1 for the outline.

The starting point of this chapter will not prove to be difficult. Neverthe-
less, the first chapter will be the most demanding one for the reader. First of
all it will be seen in Divisions 2—3 that although (or rather ‘because’) ‘market
trade in terms of monetary value’ is an everyday phenomenon, adequately com-
prehending it is far from easy. Second, these same divisions, which are already
difficult gua content, also constitute the reader’s first significant acquaintance
with the systematic-dialectical method adopted in this book.

Recall from the General Introduction that the text’s systematic argument is
offered in its main sections (shaded). The main text is usually followed by one or
more ‘Explications’ that may be read according to need. Next to these there are
‘Amplifications’ and ‘Addenda’ that go into further detail or locate the argument
within the wider literature. These are not part of the systematic argument and,
in principle, the reader may forgo them if the main text is deemed sufficiently
clear or uncontroversial.

For an explanation of field-specific and uncommon terms, the reader can
refer to the Glossary at the end of the book.

Division o. Sociation — preparatory trans-historical notions

This Division sets out very general and abstract necessary socio-economic
requirements that must be fulfilled for any imaginable society to be a poten-
tially continuous constellation — be it a society organised along familial, com-
munal, feudal, capitalist, socialist, cooperative or any other lines. These require-
ments are also what all imaginable societies have in common. It is possible to
imagine a society in which the birth rate falls to zero, but such a society would
no longer be continuous, and as such it does not fit the category of potentially
continuous societies.

1§o  Sociation: abstract conditions for social continuity
‘Sociation’ refers to the abstract minimum conditions that any imaginable soci-
ety must meet in order for it to be a ‘potentially continuous’ social whole. Thus
these conditions are trans-historical in that they apply to any concrete histor-
ical society.

Any such constellation requires social-human activities of creation, use and
care of entities.2 The entities necessarily include food, shelter and clothing. The

2 Throughout this book the term ‘entity’ will be used in reference to ‘a something’ that has not
yet been (fully) identified conceptually.
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potential continuity of the constellation requires that these activities include
the procreation and socialisation of children.3
The creation of the entities entails a transformation of physical inputs into
qualitatively divergent physical outputs. This transformation requires some
combination of four elements:
®* nature;
* human activity itself (the act of the transformative creation); this is predic-
ated on the heritage of social knowledge, both formal and informal (tacit);
¢ cultivated nature;
* previously created entities as instruments.
All these conditions are abstract on two counts. First, in that these are formu-
lated in terms of general concepts (trans-historically abstract). Second, in that
these conditions do not set out the social relations through which these condi-
tions are actualised (these are unique to a historically specific society).

1§0-a Explication. Sociation as a general and abstract trans-historical
concept

Sociation refers to an abstract socio-economic totality. It merely posits the
abstract concept of a system without showing fow it is a system, that is, a
potentially continuous social whole. What is more, the purpose of the concept
of sociation is merely to refer to the historical phenomenon of systemic eco-
nomies — or, in the terminology of Marx and Engels, ‘modes of production’#
For example, ‘communal, ‘patriarchal, ‘feudal’ or ‘capitalist’ economies. The
concept of sociation is trans-historical to the extent that it may be a prelim-
inary entry point to the exposition of any systemic economy.

Herewith it should also be emphasised that the subject matter of the rest
of this book — the capitalist system — is a historically specific, and therefore
potentially finite, system. Early communal societies came to an end, systems of
slavery came to an end, and feudalism is now, in the early twenty-first century,
coming to an end throughout the world. It would be surprising if capitalism —
in some form — were to last forever. Nevertheless, much as a naive university
student may believe that today’s knowledge will also be that of tomorrow, so
naive social actors may also believe that social history ends with capitalism.
This could come to pass, but historically there are more reasons to believe that
it will not.

3 Socialisation: the acquirement of language, skills, knowledge and norms.
4 The German Ideology, 1976 [1932, 1965/662] {ms.1845/46}.
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Some elements of capitalism emerged many centuries ago in one antedi-
luvian shape or another. Key to capitalism as a system, however, is capitalist
production, as combining monetary profit criteria for production and wage-
labour as an input to production, which requires the existence of a labour
market (systematically outlined in the current chapter). Capitalist production
only gradually emerged from the end of the eighteenth century in England,
Scotland and France, and at that time it existed alongside feudal production,
which dominated in most countries of the North-West of the globe throughout
the nineteenth century. However, in respect of Britain, the year 1846 (which
saw the repeal of the 1815 Corn Laws) may be used as benchmark for the eco-
nomic and political dominance of the capitalist over the feudal mode of pro-
duction.

As indicated in the General Introduction, this book is not concerned with
historical transitions. The empirical reference for the object of inquiry, and
hence for Division 1 and the rest of the book, is roughly the type of econom-
ies as organised presently in the OECD, and more precisely those current OECD
countries for which we have a reasonable amount of averages data from 1870
onwards.

Division 1. Dissociation — outward bifurcation into households and
privately owned enterprises

Capitalist dissociation is conceptualised by four sets of ‘bifurcations’ (separ-
ations), each presented in this chapter. The first section presents the most
encompassing one from which, as we will see, the other bifurcations derive as
their conditions of existence.

1§1 Dissociated outward bifurcation into households and privately
owned enterprises

1 Outward bifurcation into households and privately owned enterprises
In capitalist society the ‘activities’ that are required for any sociation (1§0)
are generally institutionally separated, or outwardly bifurcated, into ‘households’
and ‘privately owned enterprises’. In addition, these households and enterprises
are generally non-self-sufficient and mutually dependent, whilst the enter-
prises between them are also dependent on one another.
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2 Particular forms of activities along with the outward bifurcation
Along with this bifurcation, the ‘activities’ take on particular forms — forms that
are specific to the historically specific capitalist system.

The creation of entities (1§0) takes on the form of production at the site of
enterprises. Regarding its requirements, the act of transformative creation of
entities (1§0) takes on the form of ‘labour’ as the distinctive activity of produc-
tion. Of the other requirements, cultivated nature (1§0) takes on the form of the
privately appropriated earth whereas previously created instruments (1§0) take
on the form of privately appropriated means of production — each appropriated
by enterprises. Only free nature, that is, the part of nature that is not privately
appropriated, does not take on a particular form (in the end, free nature is
nature that cannot (yet) be appropriated — such as, hitherto, the sun, rain and
wind).

The form of labour as the distinctive activity of production implies for work-
ers that ‘non-labour’ takes the form of revitalisation and recreation at the site
of households. (Revitalisation includes not only passive rest, but also various
non-occupational individual or communal activities.)

Apart from formal education, all the other sociation requirements are loc-
ated in households, where they take the forms of consumption or of house-
work, whilst the procreation of children has not generally taken on a capitalist
form.

These forms are summarised in Table 1.2.

3 Particularly capitalist outward bifurcation
In capitalist society another major feature of the outward bifurcation is that in
general enterprises are not owned by the labourers who carry out the produc-
tion. Hence capitalist society is characterised by an extended outward bifurca-
tion into the owners of private enterprises on the one hand, and the — generally
non-overlapping — labourers carrying out the production on the other. Hence
this outward bifurcation — rather than being an already far-reaching matter of
‘mere’ forms and locus of activities (Table 1.2) — is characterised by particular
private property relations.

Along with these private property relations, the enterprise appropriates the
product produced by labour — in whatever way, for what, and to what extent,
labour receives a ‘compensation’ for its production.

4 ‘Dissociated outward bifurcation’ - reflection and preview

The starting point of the exposition so far (1§1 above) reveals nothing spectacu-

lar, because it merely sets out condensed-abstractly how the capitalist economy
[continued]
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TABLE 1.2 Particular forms of activity pertaining to the outwardly bifurcated
capitalist economy — specific to its mode of production

Trans-historical sociation (1§0) Dissociated outward bifurcation into households and privately owned

General concepts enterprises (1§1)

Particular forms pertaining to the capitalist economy

Site of privately owned enterprises  Site of households

1.

creation of entities form of production
(transformation) (here and below, for ‘form of ...’ read:

‘takes on form of ...")

requiring:
*nature (free nature: no particular form)” (free nature: no particular form)
- act of transformative creation  form of labour form of non-labour: forms of
revitalisation and recreationt
« cultivated nature form of privately appropriated nature

« previously created instruments form of privately appropriated means

of production
2. use of entities form of consumption
3. care of entities form of housework
4. procreation of children procreation
(no particular form)*
5. socialisation of children form of apprenticeship, or form of form of housework
production (formal education)t (early education)¥*
* Now mainly restricted to elements such as the sun, rain and wind.
T Much of the recreation increasingly takes on the form of commodified consumption — row 2. (The term
commodification is systematically introduced in 1D2.)
¥  When this book was completed, the procreation of children had not generally taken on a particularly
capitalist form (even if various forms of commodification were emerging).
T+ Part One yet abstracts from the State, hence also from state-provided education. Next to the form of
apprenticeship, any other formal education then takes on the form of producing this education.
¥+ Much of the early education increasingly takes on the form of production (row 1) and consumption

(row 2) — e.g. ‘day care’.

Later on the terms of ‘increasingly’ (under + and F3) will be conceptualised as ‘tendencies’.

1§1 Continued

appears in empirical reality. However, the starting point does not reveal how
it can have ‘existence in’ concretely interconnected relations between these
households and enterprises. (For example, via what relations does labour get
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from households to enterprises, via what relations is production carried out,
and via what relations does the product of enterprises reach households?)
Given that a form of material ‘production’ (generally: transformative activity)
is indispensable for the survival of any society, the capitalist outward bifurc-
ation into households and privately owned enterprises appears as dissociated
and hence highly problematic.

This constellation is posited as dissociated, even if we know that in reality
the bifurcated poles are in some way bridged. The object of the exposition in
this book is to comprehend both the range of this dissociation and the extent
of its actual resolution.

Therefore, the remainder of this chapter presents the first and elementary
stages of the conditions of existence of the starting point outlined above. To this
end, it presents the first stages of the capitalist economy’s way of ‘sublating’
the outward bifurcation (that is, stages of partially resolving the bifurcation
without the bifurcation itself being undone — see Explication 1§1-a).

Pending the complete exposition of these conditions of existence, the en-
tirety of the outward bifurcation presented above — including its forms and
property relations — is referred to as ‘dissociated outward bifurcation’ Pending
the complete exposition, this bifurcation is as yet an ‘impediment’ to the con-
tinuity of the capitalist economy.

1§1-a Explication. The terms ‘sublation’ and ‘grounding’

The term ‘sublation’ refers to the (initially) partial resolution of a major imped-
iment, without that impediment itself being undone. In this book this is the
impediment posed by dissociated outward bifurcation. These partial resolu-
tions, though increasingly less partial, are presented in the rest of this chapter,
and the several stages of this book in its entirety. A full resolution is only
reached, if at all, at the end of the exposition. The term sublation is mainly
used in Chapters 1 and 6. For the rest (and already in these chapters) I simply
use the term ‘grounding’ (a series of grounding throughout the book), that is,
the grounding of the outward bifurcation posited at the starting point (1§1).
Grounding is the same as the determination of a (partial) condition of exist-
ence of the outward bifurcation.

1§1-b Explication. Logical systematic exposition

Systematic dialectics investigates systemic constellations, in our case that of
capitalism. It does not investigate transitions towards that constellation from a
previous one (as in a historical dialectic). Therefore the bifurcation and disso-
ciation posited in 1§1 should be understood as logical, not historical. (A similar
remark applies to all the sections to follow in this book.) This bifurcation is
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posited as the general-abstract reference to the current capitalist system, and
its economy in particular.

1§1-c Explication. ‘Dissociated outward bifurcation’ and the initial
reference to the capitalist totality

Although dissociation refers to the capitalist totality, it is no more than an

initial reference. As we will see, it is the mode of resolving (i.e. sublating) this

bifurcation, and the contrarieties deriving from it, which characterises the cap-

italist system.

The outward bifurcation as posited in 1§1 is both simple and complex. It is
simple insofar as we all know that there is this institutional separation between
households and enterprises (this is also the first lesson of mainstream microe-
conomics). It is complex, as we will see, because the ways of resolving this sep-
aration are far from evident. Even if we ‘know’ the constellation in terms of this
separation, it cannot exist without a mode of sublating that bifurcation. Hence,
posited as such, that is, without any connections between the bifurcated poles,
it is an impossible constellation because it (still) lacks the conditions for its
existence, the grounds for its existence.

We will see that each effort at sublation (at least until we reach the end of
the exposition) poses new problems, thus revealing this sublation as being yet
insufficient and so requiring further sublation. Hence, each time the exposition
of the system is driven forward by the ‘insufficiency’ of the moment or moments
posited at the earlier level of the exposition. (See 1§1-d for the term ‘moment’)

1§1-d Explication. The meaning of ‘moment’

Consider Scheme 1.1. Each division of the current chapter and of later chapters
isindicated as a ‘moment’ (sometimes the term also applies to the separate sec-
tions of a division). A ‘moment’ is a more or less cohesive institutional make-up
(at a more concrete plane one may think, for example, of ‘the labour market’
or ‘banking’), or a more or less cohesive set of entities, that can be analysed by
itself (sometimes like a model) but that nevertheless derives its full meaning
from its interconnection with other moments, and ultimately from its inter-
connectedness within the whole exposition. Thus moments derive their full
meaning through synthesis.

In respect of the current chapter, for example, the moment of outward
bifurcation (1D1) is first sublated in the moments of monetary value and com-
modification (1D2-1D4). Their insufficiency prompts the introduction of the
moment of capitalist production (1D5) into the exposition.

5 See also Reuten and Williams 198, p. 22, where this is framed rather more dialectically.
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1§1-e Amplification. The term ‘general’ in 1§1: the general and
predominant character of the capitalist dissociation

I always adopt the term ‘generally’ to refer beyond contingencies that are com-
patible with capitalism, whilst, if those current contingencies were to be gen-
eralised, there would no longer be capitalism. (Take two simple examples: con-
tingently a pair of people may not be able to have children; however, if this
were generalised, then humanity would come to an end. Similarly - in refer-
ence to the end of this chapter — contingently capitalist enterprises may not
make profits, but if this were generalised, then capitalism would come to an
end.)

The capitalist economy is characterised by the outward bifurcation between
households and privately owned enterprises. In 1§1 I used the term ‘generally’
on a number of occasions in reference to the outward bifurcation between
households and privately owned enterprises that characterises capitalism.
However, this does not exclude the fact that, contingently, there are households
to which the separation does not apply — even if the non-dependence on other
units (i.e. enterprises) is rare within full-fledged capitalism. Similarly, regard-
ing the property relations it is far less rare, though again contingent, that — now
within the outward household—enterprise bifurcation — one or more members
of a household run a business (in economics this is often called ‘independent’
or ‘self-employment’) without employing labour.

In this book I refrain from characterising the type of economy that would
exist if there were a market economy with generalised self-employment or gen-
eralised workers’ cooperatives or a combination of the two (Smith 2017, ch. 12,
is very thought-provoking on this).

1§1-f Amplification. The terms private ownership and possession

The full meaning of ‘private ownership’ will only become explicit in Chapter 6
(that chapter introduces the state’s granting of ‘legal property right, which is
a major condition for the dissociation). In Part One (still abstracting from the
State), ‘possession’ (actual physical control of an entity) and ‘ownership’ are
used in a broad sense. In this usage, the term ownership in particular bears no
explicit or implicit reference to ‘title to legal right’ and thus a possible legally
recognized ownership.

1§1-g Addendum. Separation, dissociation, labour: references

The separation of the units of production from the units of consumption is
also stressed by Weber (1968 [1920], p. 21): ‘The modern rational organization
of the capitalist enterprise would not have been possible without ... the sep-
aration of business from the household, which completely dominates modern
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economic life ...". The insight of the separation of ‘activity’ into productive and
consumption activity derives from Himmelweit (1984). The term ‘dissociation’
is also used by De Vroey (1981, p. 176) Eldred, Hanlon, Kleiber and Roth (1984,
p- 354), Reuten (1988), Reuten and Williams (1989) and Smith (2017).

1§1-h Addendum. Marx’s starting point in Capital

In Capital Marx’s starting point is ‘the commodity’ (Volume 1, Chapter 1). On
the one hand, this refers to everyday perception. (‘The wealth of those societ-
ies in which the capitalist mode of production prevails, presents itself as “an
immense accumulation of commodities”’ — the opening of Marx’s Capital). On
the other hand, the commodity is the initial abstract resolution of the dissoci-
ation problematic — as we will see in 1§4-1§7. Thus, in a way, Marx starts with
the ‘abstract perception’ of the initial resolution. If so conceived, Marx’s start-
ing point may not be fundamentally different from the current one.

1§1-i Addendum. Dissociation: no ‘falling apart’ vis-a-vis sociation

This book adopts a development from a Hegelian-Marxian systematic dialectic.
Both Hegel and Marx also adopted a historical dialectic (General Introduc-
tion, Appendix).® From a Hegelian historical dialectic point of view it might
be tempting to conceive the ‘dissociation’ in terms of a ‘falling apart’ vis-a-vis
‘sociation’ (see Plant 1977, on ‘falling apart’ and reconciliation). For the current
systematic dialectic, however, ‘sociation’ is not an ideal but rather an abstract
concept, of general requirements, without the social relations through which
these conditions are actualised. Hence ‘dissociation’ cannot be a falling apart
relative to ‘sociation’ The dissociated outward bifurcation just aims to refer to
the totality of the capitalist system.

1§1-j Addendum. ‘Contradiction’ — dissociation as a contradictory
constellation

In the main text I have avoided — and will avoid henceforth — the dialectical
term ‘contradiction’ mainly because expounding it would require a dispro-
portionate amount of space relative to the insight that it might provide. For
the purposes of this book I can do with the term ‘continuity impediment’.
Here I nevertheless provide a brief inkling. The dissociated bifurcation as pos-
ited in 1§3, that is, without particular interconnections between households
and privately owned enterprises, it is apparently impossible, it can have no
existence, it is in itself contradictory. Hence, posited as such, it is a contra-

6 See also Murray 2003.
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dictory constellation because it (still) lacks the conditions for its existence,
the grounds for its existence. Thus a contradictory entity or a contradictory
constellation is one that cannot exist in the absence of particular conditions
or grounds. In systematic-dialectical works these are most often referred to
as sublations, which each time reveal new defects that require further sub-
lation (see Inwood 1992, pp. 63—5, 283—5 and 115-16, for a brief expounding
of the terms of ‘contradiction’, ‘sublation’ and ‘ground’ in reference to Hegel’s
works).

Division 2. The monetary-value dimension

This division presents the first moment of the particular way in which the cap-
italist economy resolves the dissociated outward bifurcation.

1§2 The trade relation

The continuity impediment of the dissociated outward bifurcation (1§1) is
apparently resolved in trade relations. Trade potentially connects households
and enterprises.

In the current division, trade is considered from the perspective of enter-
prises. It is pre-posited that enterprises dispose of labour-capacity (presented
in Division 3). The production process is also pre-posited (presented in Divi-
sion 5). Hence the current division considers trade in terms of the inputs and
the outputs of production.

1§2-a Explication. Abstract trade

The idea that dissociated outward bifurcation (1§1) — in whatever particular
type of conceptualisation — requires some form of trade is nothing new. It
has been a key issue in political economy and economics from Adam Smith’s
(1776) ‘invisible hand’ to the Arrow and Debreu’s (1954) ‘general equilibrium
theory’.

However, the trade relation posited in 1§2 is utterly abstract: especially the
form of the trade relation has not been determined. The trade relation is merely
the first condition of existence of this dissociation. However, this cannot be
turned around: trade does not necessarily imply capitalist relations. Generally,
trade in the abstract is compatible with a multitude of trade criteria, including,
e.g., quid pro quo labour time, and reciprocal need.
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1§2-b Explication. Note on the following sections (1§3-1§5)

The following three sections posit ‘value’, ‘money’ and the ‘commodity’. Clas-
sical Political Economy (Smith, Ricardo, Mill), as well as Marx, start their treat-
ment of value by observing that in practice we have the duality of ‘use-value’
(usefulness) and ‘exchange-value’ (the latter is what they call, in brief, ‘value’).
Instead of just observing this, the following three sections ground this duality.
While these sections might prove difficult, the reader is advised to keep in mind
that this duality is just grounded. It must be grounded because this duality is
crucial to the capitalist system, and decisive for much of what follows in the
chapters to come.

1§3 The value dimension: abstract general one-dimensional value

The outward bifurcation (1§1) not only requires the trade relation (1§2), but also
determines the latter’s character, that is, the capitalist social form, the social
dimension, of the trade relation.

Physical inputs to processes of production qualitatively diverge from the
physical outputs. The dissociated outward bifurcation (1§1) entails that the
physical product of enterprises is generally not destined for its producers. If
enterprises and households were not bifurcated, then the physical divergence
might generally be the aim (food, shelter, clothing, etc.). However, when an
enterprise produces, e.g., laces only, then the use of laces by the producers is
not the immanent aim. The dissociated outward bifurcation entails that the
driving force of enterprises must be an aim other than the physical entity pro-
duced - an aim external to the physical product.

Hence the processes of production and trade necessarily require inputs and
outputs to be reduced to a homogeneous common denominator. Therefore the
capitalist social form of the trade relation is necessarily one of absorption
into and reduction to a common denominator. One-dimensional abstract value
is the sui generis of this homogeneous common denominator. Value must be
constituted as general value as opposed to the particularity and specific useful-
ness, or specific multifaceted characteristics, of the physical input and output.
Thus abstract generality, one-dimensional general value, absorbs concrete spe-
cificity. In other words, the particular products of particular labour necessarily
have to take on the general form of value; without them being validated as such,
they are socially non-existent.” As such, value as social form is the necessary
dimension of the entities produced by labour in a dissociated mode of produc-
tion.

7 Atthis point ‘validation’ just refers to ‘valid’. From 1§4 onwards it will, more specifically, mean
the turning of outputs into money.
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Henceforth the term ‘value’ is used as shorthand for ‘abstract general, one-
dimensional, value’.

1§3-a Explication. Value as social dimension

In everyday language ‘value’ often has a multifaceted meaning.® Within the eco-
nomic domain it has one-dimensional meaning. One-dimensional value is tied
to specific social constellations, thus it is a historically specific social concept.
As asocial dimension ‘value’ is not an a priori (in Kant’s sense) natural-physical
dimension nor is it universal (space and continuity), although value is a cat-
egory as abstract as space and continuity. Note that at the current level of the
exposition (1§3), the concept of value is near to empty. Concepts such as meas-
ure of value will be introduced in the next section. The point is that the positing
of any form or dimension (in this case that of value) should precede that of its
measure(s) and standard measure(s).

1§3-b Amplification. Specific usefulness

The main text states: ‘Value must be constituted as general value as opposed
to the particularity and specific usefulness, or specific characteristics, of the
physical input and output’. Up to this point in the text it may have seemed that
‘one-dimensional abstract value’ might include the Marginalist and Neoclas-
sical concept of ‘utility’. However, that concept is meant to capture subjective
‘use-value’, which is the opposite of the concept of value at hand. The latter
connects rather with the Classical concept of ‘exchange-value’ — one that these
economists indeed opposed to ‘value in use’. (Cf. Smith 1776, Book 1, Ch. 4, sec-
tion 13). This issue will be further articulated in sections 1§4 and 1§s.

1§3-c Addendum. Value and measure of value in marxian theory

Within the marxian tradition to this day, there has been quite an important
penchant for turning ‘immediately’ from the concept of value to a, or ‘the)
measure of value, and to take the two as identical. Labour-time is often sup-
posed to perform this two-in-one job (in fact this error of moving too fast stems
from Ricardo 1981 [1817'; 18213]). More details are set out in Reuten (1999a).

8 When the Dutch poet Lucebert wrote: ‘Alles van waarde is weerloos’ (everything of value is
defenceless — in De zeer oude zingt, published 1974), he obviously did not refer to stocks or
similar financial assets. The nineteenth-century philosopher Rudolf Lotze imported the ‘eco-
nomic’ concept of value from political economy into philosophy (Stirk 2000, p. 160; Nauta
1980 [1971], p. 104). From there the term was imported into sociology where it is key to the
conceptualisation of social formations.
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Note: The reader may be warned that the next two main sections (1§4 and 1§5) are more demand-
ing than any other in this chapter and, indeed, in the entire book.

1§4 The monetary-value dimension — market trans-abstraction and the

requirement of money as the union of measure and medium of value
The interplay of the trade relation (1§2) and the reduction to acommon denom-
inator, i.e. the absorption into abstract general, one-dimensional, value (1§3) is
constituted in the market.

1 Actual market trade: commensuration as abstraction in practice

Prior to the trade act in the market, the buyers assess the heterogeneous use-
ful characteristics of the entities brought to market, whilst the sellers sing
their praises (and perhaps try to hide an evil trait). In the end, however, upon
the actual market trade, heterogeneous entities are made commensurate in
terms of something that is no part whatsoever of their concrete physical bodily
form or concrete constitution. We have a trans-abstraction in practice: the alien
dimension of ‘value’ is ascribed to the entity, or rather it is vested in the entity.%

2 Money as measure of value

So far (1§3) the conceptual focus on value has been qualitative, dimensional.
Market trade of entities, however, takes place in specific quantities of the
quality posited. This necessarily requires measurement and a measure for the
quality of value. The value trans-abstraction at the market operates through
money. Put more strongly, money is a necessary condition of existence of one-
dimensional value. The first requirement for something to be money is that it
can be a measure of value.

3 Money as medium of value

Nevertheless, the measurement in terms of money (perhaps in a value-assaying
procedure between seller and buyer establishing that some price is appro-
priate) does not determine the value quantity of the entity. Value, a fortiori
value quantity, does not exist without actual market trade, and money as actual
medium of quantity of value. With the actual market trade the value assaying
procedure, the measurement, is no longer without commitment. Thus actual
market trade is the value salto, the value leap — the telling (hic est) is not enough:

9 The term ‘trans-abstraction’ is expanded upon in 1§4-b. In brief: a trans-abstraction in prac-
tice is not an abstraction of the mind that sorts or grasps sensuous phenomena, but rather
the result of action, i.e. of social intercourse.
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hic saltus.1° Hence the second requirement for something to be money is that it
is a quantitative medium of value.1*

4 Money as unity of measure and medium of value

Because, and to the extent that, (some) money acts as medium of value in
market trade, and so proves and reproves itself, it can be an effective measure
of value.)? Thus money is the necessary unity of measure and medium of one-
dimensionalvalue.

5 Standard measure of money

So far the matter of standard measure has not been alluded to. In comparison
with the issues presented so far, it is secondary and uncomplicated. Suffice it to
posit that generalised market trade requires a standard or convertible stand-
ards of money (e.g. dollar, yuan or euro). Then, in terms of some standard
measure (e.g. €), entities are grasped in terms of a number (e.g. €12) that we
call price. Thus the price of an entity is its monetary value as expressed in a
particular standard.

6 Money: no inherent content, no inherent value

Unlike the entities that money measures, money has no inherent content —
neither bullion, nor paper, nor electronic pulses; even if some particular shape
of money may be more adequate than another (amplified in 2D4). Consequent-
ly, money has no inherent value. Money is inherently merely a quantifier of
one-dimensional value.3

10  Salto (jump) refers to Marx’s phrase about the crucial jump’ in exchange of the commod-
ity into money (Capital 1, Ch. 3, Section 2-a); the hic est (this is; ‘this is my body’) refers
to the consecration in the Catholic Mass (a much neglected metaphor used by Marx in
a similar context — see Reuten 1993, p. 97); the hic saltus (thou should jump here) refers
to Hegel’s phrase in the Preface to his Philosophy of Right (1967 [1821']) in reference to a
boastful person who is invited to demonstrate his tricks here and now.

11 Thisis notably different from the misleading neoclassical notion of money as ‘medium of
exchange’ (see 1§4-c).

12 To the extent that money proves to be an effective medium of value in market trade, it is
reinforced as an effective measure. The two are mutually reinforcing.

13 Money measures and mediates value but it has no value in itself. This applies for capitalist
money (as further grounded in 2D4). (For the time being, the following may perhaps help.
A metre-stick measures length and has itself relevant length. However, an electronic scale
or a spring may measure weight without them having the relevant weight.)
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7 Value and the Monetary-Value Dimension

Because value is a super-sensuous dimension and, as such, utterly abstract —
that is, abstract in practice — and because it is in daily practice known only
through the money medium, it is in daily practice identified with ‘value as
measured by money’. That is, value is in mundane practice identified with ‘mon-
etary value’ as a hypostatic union of dimension and medium.** Even further, in
mundane practice money may not be perceived as ‘medium’ but, hypostatic-
ally, as being value itself.

Nevertheless, even in that perception value and money are not seen to be
identical (as in ‘value = money’). Something may be ascribed ‘monetary value’
without being money. Indeed this is what happens outside the market when
some monetary value is ascribed to entities (for example, a building, a machine
or a pen). Again, as with abstract value, this monetary value is super-sensuous
in thatitis no sensuous characteristic of the entity (amplified in 1§10). This con-
ception in practice is captured by the term Monetary-Value Dimension (MVD).

1§4-a Explication. Pre-posited money creation

The main text posits the abstract concept of money - that is sufficient for the
rest of this chapter. It pre-posits the actual creation of money by banks, which
is presented in Chapter 2 (2D4).

1§4-b Explication. Abstraction and ‘trans-abstraction in practice’
Generally an abstraction is considered to be a mental act. There are at least four
types of mental abstraction, of which the first three have overlapping aspects.
The first posits abstract generality as opposed to concrete specificity (this is the
common usage of the term in this book — see the Glossary for further explana-
tion). In the second type, various elements of reality are (temporarily) neglected
so as to focus on one or several elements that are thought to be key to a cer-
tain realm of reality, or perhaps all of reality. In the third type, the same aim of
focusing is reached by way of the reduction of the various elements of reality to
known common elements or categories. In the fourth one, we have a reduction
to hitherto unknown common elements or categories. Although processes of
abstraction are engrained in our common language, they are part and parcel of
the sciences in particular.

14  Theterm ‘hypostatic’is a metaphorical reference to Christianity for which God is much too
abstract, so that a human being, Christ, mediates between God and (other) human beings.
Nevertheless the human being Christ acquires divinity. This double identity is called hypo-
stasis. By analogy value is too abstract, and as such it must be mediated by money; even
further: in everyday practice money and value are often seen as identical.
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However, there are also abstractions that do not (primarily) evolve as men-
tal acts but rather in the practice of life — and especially in economic life. The
exemplary case is the actual reduction of entities at the market to a monetary
denominator. I call these abstractions in practice (cf. Reuten and Williams 1989,
pp- 62—4). (In fact one reason why economics, in comparison with other social
sciences, has a much easier job in quantifying elements of its domain is that
the domain itself produces key abstractions as well as key measures for them —
compare, for example, ‘power’ in political science for which the scientist has to
devise measures.)

The main text of 1§4 states: ‘upon the actual market trade, heterogeneous
entities are made commensurate in terms of something that is no part what-
soever of their concrete physical bodily form or concrete constitution ... the
alien dimension of “value” is ascribed to the entity, or rather it is vested in the
entity’ If the dimension of value, like perhaps that of mass, were one physical
aspect of the entity, then we would have an ‘actual abstraction in practice’ —
which already would be remarkable enough. However, it has been emphasised
that value is in fact a dimension alien to the entity. Thus the abstraction that is
performed in the market is in fact super-sensuous, or transcendental — whence
I adopt the term trans-abstraction. In the market, at the point of trade, sensu-
ousness is installed by the money mediator. But beyond the point of trade this
sensuousness vanishes into super-sensuous monetary value.

As we will see in Division 5 and in Chapters 2—3, the sensuousness of the
money mediator does not absolve us from the concept of value: most of the
time, especially during production, and always when non-money assets are at
stake, economic entities are supposed to ‘have’ value — that is, super-sensuous
monetary value — in the absence of the money mediator’s act. When money
comes in — in acts of trade — money makes us at least nearly touch on value,
much like in various religions wherein the prophets allow believers to feel
closer to God.

We need an uncommon language (trans-abstraction in practice) because we
are dealing with — as far as I can see — the most complicated part of the capit-
alist economy and of all of the sciences of political economy and economics.

1§4-c Explication. The misleading notion of money as ‘medium of
exchange’

The reader may have noticed that from 1§2 onwards I have used the term ‘trade

not ‘exchange’. The latter has often (also) a connotation of barter. Indeed many

discourses of the capitalist economy start with notions of barter (and some

remain somewhat enmeshed in it). The main text (1§4) introduced the concept

of money as ‘medium of value’ (C;+M, where C; indicates commodity i, M
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money and « transfer). Herewith I distance myself from the orthodox eco-
nomic concept of money as ‘medium of exchange’ (which would be C~M~(;,
where C; indicates commodity j). The latter term carries implicit or explicit
notions of barter exchange (C+C;), with just the non-coincidence of wants
evaded.’s In that orthodox view money is of subordinate importance: money
as medium of exchange is merely more efficient. However, no systematic barter
exists in capitalism. Market trade always takes the form of C;+M; so money is a
medium of value and never a medium of exchange.!® The watershed between
the two concepts (medium of value and medium of exchange) is the value-
dimension (i.e. the value-form). The orthodox terminology implicitly neglects
that there might be a dimensional problematic at all.

1§4-d Addendum. The term ‘actual’
Throughout this book I use the term ‘actual’ not in Hegel'’s sense, but rather in
reference to existence.

Division 3. Commodification — the inward bifurcation of
commodities

As indicated, Divisions 2 and 3 are posited at the same level of the exposition
and presuppose each other (dialectical mutuality).

Note: From the next section onwards, the sections will often start with a brief summary state-
ment that is indented.

1§5 Commodification of goods through their market transformation
Trade (1§2) concretised as actual market trade in terms of money — the
unity of measure and medium of one-dimensional value (1§3-1§4) -
potentially constitutes the inputs and outputs of enterprises (1§1) as a
determinate magnitude of one-dimensional monetary value (1§4).

15  The motive for a bicycle producer might perhaps be the purchase of a car or perhaps to
make a saving. None of these motives makes money a medium of exchange.

16 A term that is at least on the edge of being problematic is that of ‘medium of circula-
tion), one that was unfortunately also used in Reuten and Williams 1989 (for which I take
responsibility). It may be noted at this point that for Marx (1867, Ch. 3) money’s two main
‘functions’ are that of ‘measure of value’ and ‘medium of circulation’ (alongside means
of hoarding and means of payment). Medium of value versus medium of circulation is
not just a terminological difference; the former posits a concretisation of value that is (at
least) less obvious for the latter.
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The actual market trade operates through the discrete money medium as
quantitative medium of value. Money is the quantifier through which value
appears, and is perceived as reflected onto entities. Through the money me-
dium the trans-abstraction of value at the market concretely appears as a reflec-
ted transformation of entities — henceforth the ‘market transformation of entit-
ies'!” Hence the entities appear in a dual guise, an inwardly bifurcated guise:
that of their physical shape and that of reflected value. This inward bifurcation
constitutes entities as commodities. Thus commodities have a dual character:
their physical make-up and their value reflected through money. This trans-
formation and hence this duality applies to goods, including good-like services
(services that for their production require material inputs).

1§5-a Explication. The market and monetary value as ‘too normal’
phenomena

The main text of 1§3-1§5 is key to this book. Implicitly it aims to answer the
question ‘what is value?. Note first that an answer along the lines of ‘costs’ is
circular insofar as costs, presumably, are in the same dimension. If costs were
in a different dimension — as in classical labour theories of value — we would
run into a regress because we would still have to make a jump, a transforma-
tion, from, say, labour-time to value. (In some varieties of marxian theory — but
not in Marx’s — the problem is polished away by just reducing value to labour-
time — I briefly return to this in 1§5-d and e). If the answer were given in terms
of heterogeneous ‘preferences’ (as in neoclassical theory), equally we would
encounter a regress to the extent that preferences have to be transformed into
the value dimension.

It is not obvious that entities acquire a social dimension that is alien to their
physical make-up. At the same time the problem of comprehending market
trade in terms of value, and of responding to the question of ‘what is value) is
so complicated because we are hindered by the fact that it is overwhelmingly
part of our everyday experience and so it seems ‘too’ familiar. Each day the sun
rises in the morning and sets in the evening. Why think about it? Well, we know
that this rising and setting is a false appearance, even if we ignore this in our
language and experience. You buy a loaf of bread in the morning and a beer in
the evening by tossing some coins on the counter or inserting a smart card in a
slot. It happens every day. Why ruminate on this further?

17  This complex ‘reflected transformation’ is to be distinguished from the so far relatively
simple ‘transformative creation of physical entities’ (in capitalism taking the form of pro-
duction) — as alluded to in 1§1.
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The point is that the forces engendered by the monetary-value dimension
overwhelmingly determine our lives. At the same time these are not inevitable
facts of nature, but rather the result of our own political-economic doing.!8

1§5-b Addendum. Inwardly bifurcated commodities: notes on the history
of economic theory

I have dedicated quite a lot of space (1§2—1§5) to the task of positing the inward
bifurcation of commodities. Classical political economists (CPE) such as Adam
Smith (1776, Book 1, Ch. 4, section 13) and David Ricardo (1981 [1817!], Ch. 1, sec-
tion 1), without much ado, simply mention the duality (internal bifurcation)
as a fact of life, merely to delineate that political economy is about ‘value in
exchange’ rather than ‘value in use’ Thus although these economists are aware
of the two aspects of the commodity, they do not problematise it and reduce
their discourse de facto to exchange-value (in short, also for them, ‘value’).

Neoclassical economists neglect the issue by reducing value to use-value
(utility). As a consequence they are forced to treat money as some strange
appendix to the science of economics: prices are utility determined (or pref-
erence determined) barter ‘prices’ (in fact barter ratios). Then, via the ‘good’
that happens to be a handy medium of barter exchange, i.e. ‘money’, the gen-
eral price level is determined by a Quantity Theory of Money. Apart from the
determination of the price level, money does not matter.!9|20

Although Keynes (1936) — as well as current post-keynesian economics — is
aleading critic of the neglect of money in neoclassical economics, his point of
application is not — what we now call — microeconomic issues and the market
as such, but rather the macroeconomic aspects of money. When dealing with
these in Chapters 2—3, I will return to Keynes.

18  More specifically, our own political-economic doing in the sense that Marx expressed it:
‘Men make their own history, but they do not make it just as they please; they do not
make it under circumstances chosen by themselves, but under circumstances directly
encountered, given and transmitted from the past. The tradition of all the dead gener-
ations weighs like a nightmare on the brain of the living’ (Marx 1979 [1852!], p. 115).

19  Itisratherimpractical to deliver a university diploma in economics stamped with the mes-
sage that money does not matter; so economics departments deliver an appendix course
on ‘money, credit and banking’ setting out some nasty details of the matter — the main
economics courses can do without this. (In a critical essay, Frank Hahn (1981), a promin-
ent proponent of General Equilibrium Theory, set out the limitations of (this) neoclassical
economics.)

20  Twisting the matter Milton Friedman (e.g. 1959 or 1968) argued that ‘money matters’
because it determines the price level.
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What Marx calls the two-fold character of the commodity is key to his Cri-
tique of Political Economy [1859] as well as to the first 100 pages or so of the first
Part (Chs.1-3) of Capital, Volume 1 [1867!] where he uses the terms ‘double char-
acter, ‘two-fold character’ and ‘duality’ of the commodity as synonyms. Marx’s
way of proceeding is somewhat different from the one presented above. He
starts from the commodity and commodity trade (exchange) and derives the
commodity’s duality from it, before expanding on value and finally arriving
at monetary value. Above I started with the dissociated outward bifurcation
(which remains implicit at Marx’s starting point), then introduced the trade
relation, value and monetary value and finally arrived at the commodity and
its duality that I posited as an inward bifurcation (1§5). (Bifurcation is a trans-
lation of the German ‘Entzweiung’).?!

1§5-c Addendum. Marx on money as the measure of value

Because Marx’s Capital — as much as the current book — adopts the method
of systematic-dialectical immanent critique, it is not surprising that when dis-
cussing the concept of value in the first chapter of that book, he starts off from
the received view of his day. Namely that of Classical Political Economy, which
posits — in several varieties — a ‘labour theory of value’ (in brief: labour is the
source of value —see e.g. Reuten 1999a and 2018a). He assumes that the reader is
familiar with this (at the time) mainstream view. However, a present-day reader
might believe that Marx, in setting out how labour is the source of value —
without, however, calling his own theory a ‘labour theory of value’ - is describ-
ing something new (in fact this problem has played a role even throughout the
twentieth century).22 Such a focus completely misses the really innovative mes-
sage of the text, namely that it is not labour but rather money that constitutes the
dominant measure of value, the measure and the criterion for what is (not) pro-
duced.

Classical Political Economy posits that labour is the source of profit (Marx
agrees with this, as do 1, as is set out in Division 5). However, the defect of CPE is
that it simultaneously takes ‘labour’ (in different varieties for different authors)
to be the measure of value. In Reuten (1999a) I set out the similar confusion
within some strands of current marxian economics. In Reuten (2005) I show
how this confusion is also related to an inappropriate reading of the first three

21 In Capital Marx does not use the term ‘Entzweiung’ (literally ‘splitting in two’). However,
it is a term that Hegel (sparingly) used — see Benhabib 1986, p. 23 and Inwood 1992,
p- 36.

22 For Marx, labour is the source of value; however, he is far from proposing that labour is
value’ (which was Ricardo’s view).
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chapters of Capital (where the term ‘abstract labour’ in the first two sections of
chapter1is a placeholder for money, prior to the introduction of money).

1§5-d Addendum. Value-form theory: from value-form to monetary-value
dimension

Since 1988 I have been a fierce proponent of ‘value-form’ theory. Nevertheless,
to this point T have abstained from using the term ‘value-form' This is an issue of
how to phrase the matter, rather than making any fundamental changes to the
content. Value-form theorists, including myself, took on Marx’s term of value-
form (Capital 1, Ch. 1) in their breaking away from value-theoretical ‘labour
embodied’ interpretations of Marx’s work (appraised in e.g. Reuten 1993 and
2004a) as well as from analogous currents within contemporary marxian the-
ory (appraised in e.g. Reuten and Williams 1989; Reuten 1988 and 1995). This is
clear for the theoretical experts. The expert knows that the term ‘value-form’ —
in one of its main focuses — is used to emphasise that ‘value’ is not a natural-
istic concept, but rather one that is always specific to and ‘determinate’ (Murray
1988) for particular social formations (such as capitalism); furthermore, for cap-
italism value’s main determinate form is monetary. However, the term ‘value-
form’ by itself leaves the latter unspecified. In short, I have mainly substituted
the term ‘monetary-value dimension’ for ‘capitalist value-form), even if the con-
notations of the two terms are somewhat different.

1§6  Commodification of labour-capacity and commodified consumption
As labour is required for production (1§1), it now becomes manifest that —
with the trade relation, the monetary-value dimension and the commodifica-
tion presented so far (1§2—-1§5) — the existence of enterprises generally requires
them to purchase the capacity to labour during production, in which sense they
are employers of labour.

Correspondingly, to the extent that labourers lack means of production,
their existence compels them to sell their labour-capacity, to be employed for
part of the day (thus their existence is grounded in that sale). Depending on
their skills, they are not forced to sell their labour-capacity to a particular enter-
prise; however, they are forced to sell it to some enterprise. Thus the dissociated
outward bifurcation requires that labour-capacity is traded on a market.

Because in capitalism the capacity to labour is not traded in its entirety (as
is the case in systems of slavery), but rather for a stipulated amount of time, its
trade occurs in terms of hiring and renting out (i.e. time-constrained buying
and selling).

As with the outputs of production and the other inputs to production, the
capacity to labour is assessed at the market such that heterogeneous capacit-
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ies are made commensurate in terms of one-dimensional monetary value —
a dimension alien to the physical capacity to labour (cf. 1§4). Thus we have
a commodification of labour-capacity — it is traded on a market like a com-
modity. Similarly, it is through the money medium that the trans-abstraction of
value concretely appears as reflected market transformation of labour-capacity
(cf. 1§5). Hence the latter appears in the inwardly bifurcated guise of ‘capacity’
and ‘monetary value’, which constitutes it as ‘commodified’ (cf. 1§5). More spe-
cifically, the commodified labour-capacity is bifurcated into ‘capacity rented
out for a certain amount of time’ and ‘rent in monetary value for a certain
amount of time’, the name for the latter being the ‘wage for a certain amount
of time’ or, in short, the ‘wage rate’.

Along with this commodification and the wage income deriving from it, the
households’ acquirement of production outputs of enterprises takes the form
of commodified ‘consumption’.

1§6-a Explication. The ‘too common’ market for labour-capacity
Without the ‘mirror’ of other, different, societies it is notoriously difficult to
analyse the most common aspects of one’s own society. The market for labour-
capacity (usually called the labour market’) is a case in point. Our psycholo-
gical need for concordance forbids us to even remotely compare the trading of
labour-capacity with the trading of slaves. These are not the same; neverthe-
less, if we consider the matter in terms of selling and renting labour-capacity,
this trading is something of a remnant of slavery trading. That is, with the qual-
ification that labourers are free to choose an owner (of means of production) —
they are, generally, not free to not choose an owner.23 It may well be that the
people of a few generations hence will look back on this in horror, just as we
look back in horror at slavery.

1§6-b Explication. Contingency of ‘self-employment’

The main text states: ‘the existence of enterprises generally requires them to
purchase the capacity to labour during production, in which sense they are
employers of labour’ The term ‘generally’ implicitly refers to the contingency
of small enterprises that do not hire any labour-capacity. Contingently a layer
of self-employed labour is compatible with capitalism, which is conditioned

23 Again, as in the main text, this is predicated on the lack of means of production as includ-
ing the capacity for borrowing these. (Hence the ‘not being free’ is a general statement; it
does not rule out that some may be able to gather the means for being self-employed or to
start up an enterprise; however the ‘not being free’ in this respect is a systemic statement;
a society in which everyone were self-employed is definitely not capitalist.)
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on these labourers having ownership of their means of production. As indic-
ated in 1§1-¢, in this book I refrain from characterising the type of economy we
would have if this were no longer a mere compatible contingency, and instead
pure self-employment had become generalised.

1§6-c Explication. ‘Labour-capacity’ versus ‘labour’

I follow the marxian tradition which — contrary to mainstream economics —
makes a strict distinction between the concepts of labour-capacity’ and ‘la-
bour’. It is the labour-capacity, or labour potential, that is traded at the market.
In contradistinction, the activity of ‘labour’ (some manifestation of the capa-
city) ensues in production at some pace and intensity (expanded on in1§14 and
2§2). Note that Marx considered the distinction as one of his main conceptual
advances. The reason is that it articulates his particular exposition of the inter-
connection of the capitalist production process and the labour market, which
is vital to his main work Capital.

1§6-d Addendum. The terms ‘labour-capacity’ and labour power’

Within the marxian tradition the common term for ‘capacity to labour’ is
‘labour power’. The latter is a translation of the German ‘Arbeitskraft’ that Marx
uses in his mature work. Capacity to labour is rather equivalent to ‘Arbeitsver-
maogen’, the term that Marx adopts in his early work and his drafts for Capital
(until about 1865). One reason for adopting the term ‘capacity to labour’ is that,
in my view, the term more appropriately covers the concept (i.e. of potential
activity). Another reason is that I will introduce later on (1§14) the term ‘pro-
ductive power of labour’ (a refinement of labour productivity) and I would not
want to have this term confused with ‘labour power’.

1§7  Inward bifurcation of commodities: the commodification of inputs
and outputs ‘in total’

The capitalist commodity-form of entities — resulting from their reflected mar-
ket transformation through the money medium - reveals the commodities’
duality in their inward bifurcation into ‘use-value’ (usability) and ‘monetary
value’ With the exposition so far (esp. 1§5-1§6) the near total commodifica-
tion of the inputs and outputs of enterprises has been presented. I say ‘near’
because free nature (1§1) does not take on the form of monetary value, and
hence does not appear as input costs for enterprises. (Later on it will be made
explicit that this can be seen as a curse rather than a blessing.)

Herewith, the exposition has reached the point where elements for a poten-
tial solution to the ‘dissociated outward bifurcation’ appear (1§1). However,
whereas the dualities posited may seem surmountable (if not straightforwardly
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so) for households, dual measures deliver no determinate criterion for the pro-
duction within enterprises — so far the trade of specific inputs and outputs.
Hence the exposition must be expanded (1D4 below).

Division 4. Profit — duality dominated by the monetary-value
dimension

1§8  Profit as the monistic driving force of enterprises
The dissociated outward bifurcation entails that the physical product of
enterprises is generally not destined for its producers; hence the driving
force of enterprises must be an aim external to its physical product (1§3).
With market trade, both the inputs and outputs of enterprises are consti-
tuted as dual entities: inwardly bifurcated commodities that are qualitat-
ively homogeneous in terms of monetary value (1§4, 1§7).
The non-physical external driving force of enterprises engenders monetary
value as the dominant moment of the duality. Hence the external driving force
of enterprises is a positive quantitative difference between the monetary value
of the commodity inputs and the commodity outputs. This difference is called
profit, which is — within the duality — the dominating monistic driving force of
enterprises.

Whereas incidental profit can be explained on the basis of market trade
(selling a commodity at a higher price than that for which it was bought), gen-
eral, or macroeconomic, profit cannot be explained on the basis of the trade of
goods in the form of commodities, since trade-gains would be cancelled out by
trade-losses.

Thus, although we can comprehend the significance of the drive for profit,
profit itself cannot be explained at the level of the moment of market trade
(1D2-1D3). Hence the exposition is still enmeshed in an ‘impediment’ to the
continuity of the capitalist economy (cf. 1D1), whence it must expand to a new
moment, which is production (1D5 below).

1§8-a Explication. Dominance of one-dimensional profit

So far the exposition has moved from outward institutional duality (outward
bifurcation) to inward duality (commodification of entities). Each of the dualit-
ies is engrained in everyday capitalist life (as to the second: ‘beautiful furniture
you have, must be expensive’). Even if one-dimensional monetary profit drives
enterprises, this is the dominant pole of the commodification. Dominance
implies that the moment that is dominated (usability and physical and mental
capacities) remains a moment albeit one shaped by the dominant moment.
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1§8-b Explication. Profit, trade and general equilibrium theory

The argument that within a (national) economy, trade surpluses and deficits
cancel each other out — and hence that a macroeconomic surplus (i.e. macroe-
conomic profit) cannot be explained by pure trade (1§8) — is analogous to the
cancelling out of international trade surpluses and deficits.

In neoclassical General Equilibrium Theory, ‘net profits’ (profits after inter-
est payment) reduce to zero due to competition. This seems to absolve that
theory from the explanation of the net profits (see also Naples and Aslanbeigui
1996). However, it does not relieve the theory of the task of explaining ‘gross
profits’ (profits before interest payment). This fails to set out if and how general
equilibrium, or anything even close to it, could be a feasible capitalist con-
stellation, because zero profits, in each of these definitions, would presumably
paralyse investment. (It is quite another issue that apart from periods of severe
recession, macroeconomic profits are robustly positive.)

Division 5. The capitalist production process

Labour’s productive power and the appropriation of surplus-value

In this division the exposition moves from the market and the commodification
of the inputs and outputs of production (1D2-1D4), to the production process
of the outputs of enterprises — part of these serving again as inputs for other
production processes.

Subdivision 5A. The general form of the capitalist production process: duality of
the production process and dominance of the monetary valorisation process

1§9 The production process as technical process
In the exposition of abstract sociation, I used the phrase the creation of
entities (1§0), which, with the outward bifurcation concomitant on disso-
ciation, was particularised as production (1§1). Along with this, the activity
of creation of entities (1§0) was particularised as labour (1§1).
Like the activity of creation, the capitalist production process in its technical
aspect is in essence a metabolism of human beings — more particularly ‘la-
bour’ — with nature. The ‘gift’ of freely available nature is worked up by labour
into means of production as products, and these together are worked up by
labour into final products to be consumed.
With privately owned enterprises, means of production are privately owned
(18§1). Then we may distinguish between the (still) freely available nature, such
as sunshine, and appropriated nature, such as the majority of land. Appropri-
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ated nature is subsumed under the category of ‘means of production’ because
it is traded like commodities, and functions like commodified means of pro-
duction. Thus physical production entails some combination of:

» Means of Production or
* Freel ilabl k 1
reely available nature worked up by labour - « Final Product

* Freely av. nature and * Means of Production or
. worked up by labour - .
means of production + Final Product

The working up by labour of nature, or of nature and means of production,
is called the physical production process, or the technical production process
A technique of production refers to a qualitatively and quantitatively specific
combination of nature, means of production and labour alongside a qualitat-
ively specific labour process.

1§10  The production process as monetary valorisation process: ‘ideal pre-
commensuration’ and the inward bifurcation of the production
process

Through the money medium in the market, the trans-abstraction of value
concretely appears as the reflected transformation of entities into dual
commodities (1§7).

Because trade in the market is not accidental but systematic, the abstraction of

the equation of a product to some definite amount of money can be anticipated

prior to market trade. Before the actual market trade, stocks ideally represent
an amount of monetary value. The same applies for the commodities that are in
the process of production, i.e. for the inputs that are being worked up by labour.

Thus the actual commensuration in the market (1§5) is anticipated by an ideal

pre-commensuration, and the transformation in the market is anticipated by an

ideal transformation.

Or, to put it in slightly different terms: Only by way of the actual trade in the
market do commodities show their actual value in terms of money (in that split
second, so to speak). At all other times, commodities and commodities in pro-
cess of production merely have an expected, or anticipated, value (i.e. value in
the minds of the owners of the enterprises and the management), that is, ‘ideal
value’24

24  Here and in the following section, ‘management’ is referred to in passing. It will be sys-
tematically introduced in Chapter 2. At the current stage of the exposition, the owners of
enterprises can also be considered as the management.
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Hence the multifaceted physical technical labour process is inwardly bifurc-
ated into the technical labour process and the one-dimensional ideal monetary-
value-producing process, or, in short, the ideal valorisation process, the produc-
tion of ideal value.

Given the value of the material inputs (means of production), this ideal
valorisation process thus regards the production of new, additional value, com-
monly called ‘value-added’ (expanded in 1§12).

(Generally, ‘valorisation’ is the production of monetary value; its production
is actually validated when the output is sold on the market — ‘validation’ being
the turning of the output into money.2> Having made explicit, first, that val-
orisation always refers to monetary valorisation, and second, that during pro-
duction valorisation is always ‘ideal’ valorisation, the remainder of this chapter
uses the shorthand ‘valorisation’ or ‘valorisation process’, unless the adjectives
monetary and/or ideal require emphasis.)

1§10-a  Addendum. Ideal pre-commensuration

The concept of ideal pre-commensuration of production was first outlined in
Reuten (1988, pp. 53—5) and Reuten and Williams (1989, pp. 66—8). This concept
is of great importance for the appraisal of the capitalist production processes,
because it is denied that the latter are pure technical processes of ‘neutral pro-
gress’26 A notion of putative neutrality applies to all of mainstream economics.
Viewing ideal pre-commensuration in terms of inward bifurcation — one of the
major themes of the present book — makes this even more explicit.

Positively, pre-commensuration is key to the intervention in one variety of
marxian theory, i.e. one that casts the production process in physical labour
embodied’ or similar terms (see Reuten 1993). Pre-commensuration clears the
way for the analysis and synthesis of production in terms of monetary value.

25  Addendum 1§12-b offers a brief comparison of Marx’s and my delineations of the term
‘valorisation.

26 When Arthur (2001, p. 22) uses the term ideal pre-commensuration, he focuses on an
aspect that is alien to my meaning of the term. He writes: ‘Of course it is convenient
for capital if the concrete forms of labour are simple enough to make an ideal ‘pre-
commensuration’ of the labour time determining the value it hopes to realise on the
market. This is not the point of 1§10 above, where the pre-commensuration is in terms
of the monetary value realised on the market; the (non-)complexity of the physical pro-
duction does not affect this.



58 PART ONE — THE CAPITALIST ECONOMY

1§11 Dominance of the monetary valorisation process over the technical
process: the inwarded drive for profit
The production process as yet being bracketed (abstracted from), profit
has so far been posited as the (within the commodity duality, dominant)
monistic external driving force of enterprises, aiming at a positive quant-
itative difference between the monetary value of the commodity inputs
and the commodity outputs (1§8).
With the inward bifurcation of the production process into technical labour
process and valorisation process (1§10), the external driving force of profit
(1§8) is homogeneously connected to the process of production. More pre-
cisely, the connection lies in the production process being dominated by one
of its two bifurcated poles, that is, the valorisation process.2” Thus through the
monistic driving force, the dual production process is dominated by the pro-
duction of ideal monetary value. Herewith the profit as external driving force
(1§8) is ideally inwarded within the enterprise as unit of production. In other
words, the external profit drive in terms of inputs and outputs (1§8) trans-
forms into an inwarded driving force of production: the production of ideal
profit.28

The inwarded drive for profit, a surplus of one-dimensional monetary value,
is essential to the capitalist system. However much the market trans-abstrac-
tion (1D2, 1§4) and the market transformation and inward bifurcation of the
commodity (1D3) are constituent for the inward bifurcation of capitalist pro-
duction (1§10), it is the latter bifurcation together with the inwarded drive for
profit that is pivotal to the capitalist system. The trans-abstraction in the mar-
ket reflects on ready entities. However, the inward bifurcation of production,
together with the inwarded drive, is much more far-reaching, to the extent that
valorisation-driven production affects the human creation of entities, that is,
their material make-up, their material constitution; in this way the technical
labour process (1§9) is instrumental to the valorisation process.

Thus it is not the case that merely a ‘pre-given, neutral, technical labour
process is denominated in terms of ideal monetary value; rather the technical
process is devised and managed as a valorisation process and so affects the tech-
nical process. Thus with the inwarded driving force, the commodity that was
presented in 1D3 is ‘not innocent), so to speak. Rather, the output of enterprises
that was presented as actually trans-abstracted and transformed on the market

27  Valorisation is the generation of monetary value (cf. 1§10).
28  Itisideal because prior to the actual sale of commodities, we have no more than an expec-
ted value as including an expected profit (cf. 1§10).
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(the value leap referred to in 1§4) — as indeed it is — is preceded by the capitalist
profit-driven production as production of commodities, that is, production of
ideal commodities (‘ideal’ before the actual leap).

Hence the necessary requirement for the production of multifaceted entit-
ies (1§0) is overarched by the driving force of production for one-dimensional
monetary value: profit. Therefore, first, that which can be perceived — in pro-
duction plants or on retail shelves — is pre-selected on the basis of the profit
criterion; entities that cannot be produced profitably are simply not on offer.
Second, the quality of the entities (in terms of nutrition, health, durability,
environmental symbiosis) is subordinate to the quantity of one-dimensional
profit.

1§11-a Explication. Potential threat of inward bifurcation of production
The main section just presented is one core of this chapter. In brief: the com-
bination of the inward bifurcation of the commodity with the pre-commen-
suration means that the (now ‘merely’) external profit drive, in terms of inputs
and outputs, transforms into an inwarded production drive, whereby produc-
tion itself is affected by the monetary-value dimension.

This poses a potential threat to a continuous social whole (the subordination
of quality in terms of nutrition, health, durability and environmental symbiosis
referred to). Because it is ‘merely’ a potential threat, I methodologically absolve
myself from providing a solution to it at the current level of the exposition.
What is more, the (potential) problem cannot be resolved at the level of the
capitalist economy pure (i.e. Part One of this book). I will return to this issue
when the exposition can deal with it, that is, when the state has been intro-
duced in Part Two (see Chapter 6).

1§11-b Explication. Linear exposition along with reinforcing simultaneity
of moments

The exposition in the text of a book is inevitably linear (see the middle column

of Scheme 1.3). In fact we have a reinforcing simultaneity of the moments as in

a circuit (the dotted lines in that scheme). Similar schemes can be made for

other parts of the exposition.
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SCHEME 1.3 Linear exposition along with reinforcing simultaneity
of moments: 1D3-1D5A (1§5-1§11)
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Subdivision 5B. Measures and determinations: surplus-value, capital as time-
grasping investment, and the production of capital

1§12 The articulation of value-added and surplus-value (integral profit)
The result of the enterprises’ valorisation (1§10) is the value-added in en-
terprises, which is the sum of all the income categories generated in enter-
prises. In brief, these income categories are the sum of wages and surplus-
value.
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So far the term ‘profit’ (1§8) has yet to be delineated — it was used in a
rather general everyday sense of the term. This is a matter of exposition, simply
because all the relevant interconnected concepts cannot be introduced at the
same time. The term ‘surplus-value’ is the genus term for the two sub-categories
of profit (retained and distributed) and interest. The latter applies to the extent
that enterprises use external finance. This sub-division of surplus-value is sys-
tematically introduced in Chapters 2—3.

Next to wages the remainder of the current chapter focuses on the produc-
tion of surplus-value because surplus-value is independent of the contingent
ways in which particular enterprises finance the production.

Throughout this book the term surplus-value will be used interchangeably
with the term ‘integral profit’ (with exactly the same meaning). The reason is
simply that I need the concept of the ‘rate of integral profit’ (introduced in the
next section), whereas for theory-historical reasons the term ‘rate of surplus-
value’ would be confusing.2%

Returning to the first sentence above, the result of the enterprises’ valorisa-
tion is the value-added in enterprises. The latter is the starting point for what
follows in this division. Thus we have:

Surplus-value < = Value-added — wages

(where the sign < denotes right to left hand determination).3°

In this chapter the level of the wages is pre-posited (presented in Chapter 2).
Hence given the wages level, the level of the surplus-value is determined by the
value-added, that is, the valorisation. Thus, for now, the main question is the
explanation of value-added (presented in 1§14), which we arrive at after the
introduction of the concept of capital (1§13).

1§12-a Amplification. The concept of surplus-value and the SNA concept
of ‘operating surplus’

The current System of National Accounts 2008 (UN 2009) adopts the macroe-

conomic surplus concept of ‘operating surplus’ The SNA starting point is out-

put minus intermediates (purchases and sales between enterprises) and minus

wages. That starting point for the operating surplus (OS) would be equival-

29  Iwould have preferred to evade the term integral profit. However, the term ‘rate of surplus-
value’ has ineradicably been coined by Marx as a measure for the capital-labour distribu-
tion of income (more precisely, the rate of exploitation).

30 In common macroeconomic terms (SNA) the domestic value-added is defined as Y =
operating surplus + wages. See 1§12-a on the distinction between operating surplus and
surplus-value. Definition (=) is not the same as order of determination, for which I adopt
the sign < =.
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ent to our concept of surplus-value. However, the sNa also adopts a number
of arbitrary imputations, which cause the two concepts to deviate (expanded
in 8§6-d).

1§12-b Addendum. The term ‘valorisation’ in comparison with Marx’s use
of the term

In 1§10 I introduced the term ‘valorisation’. Now that the term ‘surplus-value’
has been introduced (1§12), I can properly comment on my usage of the term
‘valorisation’ In Das Kapital 1, Marx makes a distinction between the Wert-
bildungsprozef (which refers to the production/creation/generation of value)
and the Verwertungsprozefs (which refers to the production/creation/genera-
tion of surplus-value). For the latter Marx also uses the term Bildung von Mehr-
wert.3! The term Verwertung is now commonly translated by ‘valorisation’ (fol-
lowing Fowkes; see the previous footnote).

For the purposes of the current chapter I use the single term ‘valorisation’
for value creation (that is, the production of ‘value-added’), making clear when
I specifically refer to surplus-value. My main reason for this usage is method-
ological: in capitalism the production of surplus-value is a necessary moment;
capitalist value-production is generally value-production as including the pro-
duction of surplus-value (only contingently may this not be the case).3? From
this point of view, Marx’s two terms coincide (or rather the one is sublated into
the other).

1§13  Capital and time - the rate of integral profit and standard time

Both the inputs and outputs of enterprises are constituted as dual entities:
inwardly bifurcated commodities that are qualitatively homogeneous in
terms of monetary value (1§4,1§7). The enterprises’ driving force of profit,
aiming at a positive quantitative difference between the monetary value
of the commodity inputs and the commodity outputs (1§8), is constituted
as an inwarded production of ideal profit (1§11) further specified as integ-
ral profit, or surplus-value (1§12).

31  Marx’s German terms are somewhat idiosyncratic and for each of these terms there is no
simple English translation. Here are some page references. Marx, Das Kapital1 (1962 [1867%;
1890%]), p. 171 and p. 209; Fowkes translations: Marx, Capital 1 (1976 [1867';1890%]), p. 259
and p. 302.

32  Marx in fact introduces the capitalist necessity of surplus-value via its contingent nega-
tion.
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1 Capital and time

On the basis of divisions 1D2-1D5A we can now identify the enterprises’ inputs
to production under their common empirical names of ‘investment’ and ‘cap-
ital. One aspect of active ‘capital’ is the monetary value of the enterprises’
investment in physical inputs for production — inputs that themselves are con-
stituted as dimensionally dual inputs. However, the developed concept of cap-
ital also incorporates ‘time), that is, the duration of the production process and
so the duration of investments. Thus capitalist production entails not ‘merely’
its grasping of ‘usability’ under the dominating monetary value-form; it also
entails its grasping of time under ‘production time'. Efficient process manage-
ment in terms of valorisation (as quantity of value) is twinned with efficient
process management in terms of production time, as distinct from any other
time. (When a feudal farmer, after much hard work, takes the corn harvest to
the miller during a quiet three-hour horse and carriage ride, this activity is not
obviously perceived as work rather than rest.) In the economics discourse ‘effi-
ciency’ is often something of a catch-all term. Unless otherwise stated I use the
term to mean ‘profit-geared efficiency’

2 Contingent time span of physical-technical production processes
Given this production process efficiency in its twinned aspects (quantity of
monetary value and duration), production is nevertheless chained to the mo-
ment of a physical-technical production process and its duration. In particular,
surplus-value is gained on the investment of inputs for the specific technical
length of time of various particular ‘singular production processes’ (of wheat,
computers, pens, etc., taking a number of months, weeks orless than an hour, as
the case may be). That is, surplus-value seems chained to the contingent pace of
physical-technical production, even if this is subsumed under valorisation. In
principle this ‘singular-process-integral-profit’ (spp) can be calculated per the
amount of ‘singular-process-inputs’ (spi) at some rate — that is, (spp)/(spi).2
However, the different duration of the singular processes in different branches
of production (or perhaps also within the same branch) means that (spp)/(spi)
isinsufficient as a measure for the comparison of achievements between enter-
prises. Thus this measure provides no criterion for what physical commodities
are most profitable to produce.

33 This is how Marx initiates his exposition of the production of surplus-value in Capital1,
getting to turnover times of capital in the second part of Capital 11. What I present in the
next subsection (3) is what Marx, qua field of exposition, presents in the second part of
Capital 111.
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3 Capital and surplus-value as constituted relative to standard time
The total ‘active capital’ (K) consists of, first, the enterprise’s investment in
inputs for production and, second, the running valorisation — the latter being
co-materialised in the ideal monetary value of half products and not yet valid-
ated output stocks. This capital can, in principle, be measured at each point in
time, as reported on an enterprise’s balance sheet (see explication 1§13-a). The
latter is captured in the notion of ‘active capital’ adopted henceforth, which,
to be sure, is a sum of one-dimensional monetary value. So as to overcome
the insufficiency alluded to under point 2, the duration of capital investment —
instead of measuring it relative to the rhythm of physical production — is estab-
lished relative to a conventional standard time: the calendar year (from now on
indicated by subscript t).

Then the standardised total integral profit (pi, I1;) is the summation over a
year of the integral profits gained in each singular production process during
the year.

Along with it, the integral-profit-driven production is purified in the meas-
ure of the integral-profit-rate of capital as unchained from the rhythm of phys-
ical production. This is the rate of the integral profit gained during the year, and
measured at the end of the year, over the capital invested at the beginning of
the year (omega, w):

w =11, | K¢ (1.1)
(where the subscript t indicates the end of year t, and t' indicates the beginning
of year t). Note that IT; is a flow and K, a stock.

Thus capital and the production of integral profit (i.e. surplus-value) is con-
stituted as unity of investment, valorisation and standard time. The rate of
integral profit per standard time (w,) is the purified criterion for what, and
how, physical commodities are most profitably produced. Ultimately each of
the particular commodity that is produced, and how it is produced, is merely
instrumental for the generation of the thus measured optimal rate of integral
profit.

1§13-a Explication. Active capital: simplified balance sheet of enterprises
Whereas capital has the monetary-value dimension, it is ot money. Most of the
time, i.e. during production, it exists in a state of ideal value (cf. 1§10). This is
revealed on the enterprises’ balance sheet (Figure 1.4), which in fact expresses
the ‘state’ of capital at the point in time of the report.3+

34  This value ideality of capital poses a major problem for enterprises, statistical bureaus,
the science of economics, and the business press. The values stated are book values. This



1. THE CAPITALIST MODE OF PRODUCTION [1§14] 65

FIGURE 1.4 Simplified balance sheet of an enterprise (per some specific date)

Assets (active side) Liabilities (passive side)

Plant and fixed equipment .... | Capital#
Raw materials and current equipment
(floating’ means of production)
Production in process

Ready product

Bank account (+/-)*

Total active capital K | Total passive capital K

+ Introduced in Chapter 2. (In fact this entry is no active capital; generally it cancels out when
bank loans are taken into account, also introduced in that chapter).

F This entry abstracts from the way of finance — introduced in Chapter 3. (Provisionally
the entry may be conceived of as one in which all finance is internal finance, as might
contingently be the case).

1§13-b Explication. Equalities and equality signs in this book
An equality is always an equality in terms of a particular dimension and stand-
ard (this applies for any applied mathematics generally). Let euro (€) be the
monetary standard. Then the monetary-value dimension in terms of € may be
denoted as mv€. Precision requires that we always write, for example:

M = C
i.e. M is equal to C ‘in the monetary-value dimension with the standard meas-
ure of € (see Ellis 1968, p. 25). Henceforth in this book, and unless otherwise
indicated, the symbols of > of = and of < always mean, respectively, ‘greater in
mv€, ‘equal in mv€’, and ‘less in mv€’ (or any other monetary standard).

1§14  Appropriation of the productive power of labour
The generalised explanation of (integral) profit requires the movement
from the market to production (1§8). Regarding production as a physical-
technical process, labour works up freely available nature as well appro-
priated means of production — the latter including appropriated nature
(1§9). The next sections show how production itself takes on the monet-

issue will be a major theme throughout Part One of this book, and especially in Chapter 3.
This will also be crucial in further, more concrete, determinations of the relation between
Finance Capital and Production Capital (Ch. 3) and of economic crises (Ch. 5).
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ary value-form and how the technical process is dominated by the valor-
isation process and the profit drive (1§10-1§11), ‘the rate of integral profit
over capital invested’ being the quantitative criterion for the achievement
(1§13).
On this basis I now return to the question of the explanation of valorisation,
that is, the explanation of value-added and the surplus-value accruing to enter-
prises (1§12). In short, this section provides the grounding of the existence of
value-added and of surplus-value. I note that until subsection 7, the equations
in this section are microeconomic (referring to an average enterprise).

1 Costs of production and output

Production is the transformation of inputs into outputs. The capitalist produc-

tion process is accounted in terms of monetary value quantities and quantit-

ies of labour. I consider first the following main input and output quantities
and quantitative relations. (Note that this subsection is somewhat tedious on
account of the introduction of a number of new symbols).

e L denotes the average number of workers employed during the year (in
terms of the going full-time equivalent). The labour process, and hence L, is
considered as a whole and includes the work around purchases and sales.

e L is hired against a wage rate w. Hence wL, is the wages sum.

* K, denotes the yearly average amount of capital in terms of monetary value,
measured as the assets of the enterprise’s balance sheet (see 1§13-a, Fig-
ure1.4). The assets include the fixed means of production, the floating means
of production (as including input stocks — raw materials) and output
stocks.3° In this chapter I pre-posit the existing amount of capital as pre-
viously accumulated and invested in production. (This pre-position will be
grounded in 3D4.) K, is the amount of capital that can, on average, be oper-
ated by labour at each point of labour-time during the year.

e 0K is the value of the fixed assets used up during the year. These are ex-
pressed as a fraction (3, e.g. %) of the total assets K. Fixed assets are those
that last for more than one year. (Usually these used up assets are also
replaced during the year.)36

e K, denotes the value of the floating means of production used up during a
year. These are expressed as a coefficient (u) of the total assets K. Floating
means of production last less than one year, and these are purchased during

35 Intheliterature, the floating means of production (including input stocks) and the output
stocks are also called ‘working assets’ or ‘current assets..
36  Replacement, non-replacement and depreciation are expanded on in Chapters 4 and 5.
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the year. However, a part of these also appears on the balance sheet as stocks

(used and replaced) as a continuous investment. (Therefore, and unlike 3, p

is usually not a fraction of K. However, p is like d a ‘technical coefficient), their

sizes being determined by the technique adopted.) Macroeconomically uK
is also denoted as the ‘intermediate inputs’.3”

e K, and pK; are more precisely to be measured as coefficients of the begin-
ning of the year total assets K,. In what follows I neglect this, as it would
make the notation of the equations below cumbersome.

e II; (pi) denotes the surplus-value produced during the year.

* X, denotes the year’s output of production.

* Except the stock of K, (or K;) all these variables above (including 3K, and
1K) are flows.

Taking these together we have:

X, ¢=[(d +p)K + wL + IT], (1.2)
(Where the sign < denotes that the determination is from the right hand side
to the left hand side.)

This (1.2) is a costs and revenue equation, after production has taken place.
The question is how the surplus-value (IT) emerges. Before we have this res-
ult (1.2), in the early mornings so to speak, there is the enterprise that has yet
to open its gates, at value ‘K. At the gate of the enterprise we merely have the
labour-capacity L. When the gate opens, and the production process begins,
this labour-capacity is exerted as actual labour, which I denote as L%, as further
explained below.

2 Means of production in the form of capital

Production considered purely technically is the working up of nature and
means of production by labour (1§9). Although freely available nature contrib-
utes to production, it has no price; it is freely available to all enterprises and
therefore does not enter production prices, hence it is neglected in capitalist
practice: it has no monetary value.38 Considering nature, it is only appropriated
nature that, commodity-like, is traded and so has a price. Because for enter-
prises the distinction between appropriated nature and produced means of
production is immaterial, I subsume the former under the latter.

37  The latter is the term usually adopted in macroeconomic accounts (cf. UN 2009, SNA
2008).

38  Perhaps the policy of the state might somehow enforce enterprises to mimic a price for
the use of non-appropriated nature. However, the state has not yet been introduced into
the exposition (see Part Two).
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Means of production derive their value from the process of production in which
they were produced.3® They provide no value-added; rather they represent pre-
vious value-added, namely from the valorisation processes in which they have
been produced previously.#? At the current level of the exposition, the input
prices of means of production are taken as given (amplified in 4D2 and 4D3).

3 Labour-capacity

In contradistinction to means of production, ‘labour’ is not produced in the
past, as it is the activity of production itself. If anything, it is labour-capacity
that is “produced” previously. But the key point is that whilst labour-capacity
is grasped by the monetary-value dimension (the wage), it is not ‘produced’
within the capitalist sphere of production as a commodity. Rather, it is cre-
ated within the sphere of households (1§1). The price of labour-capacity (i.e.
the wage) does not represent previous value-added and it has nothing to do
with the ‘price of production’ of labour-capacity.*! At the current level of the
exposition, I take the wage, the price of labour-capacity, as given (its determin-
ants are amplified in 2D2).

4 Production: exertion of labour

In terms of valorisation (the production of value) the main distinction between
means of production (K) and labour-capacity (L) is that the former is inher-
ently a static element in the production process in which it functions, whereas
labour-capacity in operation, i.e. labour (L¢), is the active element. Means of
production can merely be operated or not be operated. Within the agreed
amount of labour-time, labour-capacity operates means of production, and
so exerts labour at some productive power (o), including a component of the
intensity of labour. At zero intensity (in effect a strike) there is no production
of value. Hence only labour potentially generates value-added.

39  Quite another matter is that the property of, or the command over, any (temporarily)
absolutely scarce element of production can always give rise to rent. I return to rent in
Chapter 3 (Appendix 3c).

40  Nevertheless, it is the current ideal value of means of production (as related to the cur-
rent cost price of similar means of production) that is in all or in part transmitted in the
current production process (cf. 4§7).

41 Labour-capacity is created in the private sphere of the household; what is involved is
the activity of procreation — it is not produced with a view to sale. It is created within
the household sphere, and used (exerted labour) in enterprises; (final) commodities are
produced within enterprises and used within households. The fact that skilled labour-
capacity may have a higher price than the non-skilled is besides the main point that
children are not produced for sale and hence do not have an actual price of production.
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Take the case of a (nowadays apparently fascinating) ready-made robot
as means of production, and imagine that it requires hardly any oper-
ation by labour. That robot (as with any other means of production, as
indicated under 2) derives its value from the process of production in
which it was produced. Assuming for the sake of simplicity that the robot
would require no current inputs at all, then the output value of the robot
(X®) reduces to its purchase costs, whence there is no value-added. If
the robot is not ready-made (and so requires adaptation within the cur-
rent process of production), then the current operation by labour comes
in again.*? (With some amendments about current costs, in respect of
value there is no fundamental difference between robots and the early
nineteenth-century use in production of horses — with apologies to the
horses — and indeed between robots and any other means of produc-
tion.)
Fascinating, generally, is not so much the actual use of ‘K’ in current produc-
tion, but rather the previous production of new means of production and hence
the human creation of new technology and new technical applications of it —
which are creations by labour.

5 Production: components of the productive power of labour
I just mentioned the productive power of labour and the intensity of labour. I
make a distinction between the actual labour as exerted at some technique-
associated productive power (&), and the actual labour as exerted at some
intensity of labour (i, iota). As such we have o = (¢)*(7) and

Lo = [& (1.3)%
Note that o, & and 1 are exponents (not indices). Thus « is, qua content and
mathematically, the power to which L is raised.**

6 Technique of production, the ‘productive power of labour, the ‘unit
monetary value of labour’ and the rate of integral profit

A technique of production refers to a qualitatively and quantitatively specific

combination of nature, means of production and labour together with a qual-

42 The same applies if the sales and transport of the robot output are themselves not robot-
ised - that would again involve a production process.

43  This concerns what Marx, in Capital 1, chapter, calls ‘concrete labour’ (1976 [1867',1890%],
p.128).

44  Mathematically this implies decreasing returns to scale. The economic rationale is that
given a technique of production and the associated « and ¢, there are increasingly lim-
its to the potential intensity of labour: at some point the intensity of labour cannot be
increased any further.
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itatively specific labour process, resulting in an output (1§9). For different com-
modities this physical output is no more than an intuitive notion because these
cannot reasonably be added up (1D2-1D3 and 1§10).

At the start of the production process ‘K’ is the value of the production plant
and equipment when workers have just entered the premises’ gates, without
yet having worked. Even if the production process is dominated by monetary
value and valorisation (1§11), it necessarily also remains a physical-technical
process. In the actual production process, labour physically works up the plant
and equipment to something qualitatively different (the physical output). This
qualitative transformation is one aspect of labour’s power. The other aspect is
the quantitative valorising transformation. Alpha (a) is the ‘parameter’ of trans-
formation: the productive power of labour in both these respects.

On the basis of the previous argument (points 2—5), equation 1.2 can now be
concretised into:

X, ¢=[(d +p)K + mL*], (1.4)
where mL* has the dimension of homogeneous monetary value.*> I call mL* the
actual monetary value of labour, with ‘m’ being the actual unit monetary value
of labour. (Practically ‘m’ measures the validation, the sale, of the net product
of labour).46 Note that mL* includes the equivalent of the wages component
wL.

Thus given K and the implied (potential) technique of production, with the
technical coefficients § and y, the net value-added (mL?*) is determined by the
productive power of labour (a) as resulting in the actual monetary value pro-
duced by labour. So we have for ‘surplus-value’ or ‘integral profit’ (pi, IT):

IT, ¢ = mL%, — wl, (1.5)
Whereas K, the means of production that have been purchased, constrains
possible production, the power of labour () determines how much output is
actually produced. This is the big leap in a capitalist economy. The implication
is that labour — more specifically, the actual productive power of labour — is
the unique source of valorisation. Nevertheless this productive power is always
based on the actual technique of production. Technology and its application
in specific techniques is inevitably the result of social labour. (Choices of par-
ticular techniques are driven by competitive forces, amplified in Chapter 4.)
Further, the productive power of labour usually diverges between sectors of

45  Thisis analogous to what Marx calls ‘abstract labour’ (in the same reference as in the one
but last note).

46 If this is helpful for the reader: at this point ‘m’ can be considered as the realised price of
the net product of labour. I return to this in more detail in Chapter 3 (3§10).
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production as well as within sectors of production, along with differing tech-
niques of production.#”

Finally on this point, using equations 1.1 and 1.5, we have for the rate of integ-
ral profit (1§13):

w = I / K = [(mL#) - (wL).] / K (1.6)
Thus given K, L and the technique, the rate of integral profit (w) varies with the
wage rate (w) and the productive power of labour (a).

7 The production of capital
Neglecting for now any distribution of surplus-value (and hence consumption
out of surplus-value by capital owners — presented in Chapter 3), it follows from
the exposition above that capitalist production, as dominated by valorisation,
results in essence in a growth of capital (amplified in 2D1):

K, +II,=» K, or

K.+ AK, = > K,
Because it is labour that produces the surplus-value (IT) and hence any growth
of capital, labour essentially produces capital — the owners of capital claiming
the entitlement to its appropriation (amplified in 6D1).

8 Measures of value-added
We had, for what I now explicitly call gross production:

X, ¢=[(d +p)K + wL + IT]; (1.2)
and next:

X, ¢ =[(d +p)K + mL*], (1.4)
For gross value-added, Y6 (macroeconomically, GDP) we have:48

Y6, < = [0K + mL], (1.7)
For net value-added (macroeconomically, NDP):

Y, ¢ = [mL*]; (1.8)

47  Because ain L*is a technique-associated power (in its component of &), a varies between
sectors of production (expanded in 2§2). In Chapter 4 (4§4) we will see that o usually also
differs within sectors of production, though within smaller margins.

48  In a macroeconomic account, all microeconomic enterprises are by convention taken to
be integrated into one single enterprise. This implies (assuming a self-sufficient macroe-
conomic constellation) that the intermediate deliveries between enterprises cancel out.
(One reason for this convention is that the thus measured ‘output’ is independent of the
actual degree of enterprises’ merging.) In terms of the equations above, this especially
implies u=o. (Note that for current economies uK often amounts to roughly the sum of
the GDP — thus the sum of the microeconomic production being very roughly twice the
sum of the macroeconomic production.)
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Note that the previous equations can be applied both macroeconomically
and microeconomically (for individual enterprises or for sectors of produc-
tion) — for the latter, asindicated, both « and m may diverge within and between
sectors of production.

1§14-a Explication. Market- and production-related concepts of labour
A strict distinction has been made between ‘labour-capacity’ and ‘labour’ (see
1§6,1§6-c,1§6-d and 1§14). Table 1.5 summarises this in comparison with ortho-

dox economics and marxian political economy (MPE).

TABLE 1.5  Summary of the distinction between market- and production-

related concepts of labour

Orthodox economics Conventional This chapter
marxian PE
distinction market- and no yes yes
production-related concepts
of labour
market concept of labour labour (L) labour-power (L) labour-capacity (L)
market value of labour(-...) wL wL wL
production concept of labour  labour (L) labour (L) labour (L¥)
(= market concept)  =labour-power = labour-capacity exerted
exerted as labour as labour, at a certain
production power ()
surplus 0S =VA —wLf SV=mL-wL# SV =mL* - wL¥
(VA = value-added) (mL = value-added) (mL* = value-added)

(SV = surplus-value)

OS = operating surplus. It is explained by the so-called ‘productivity of capital’ or by ‘waiting with
consumption, sometimes in combination with managerial labour as a separate labour category. (See also

Naples and Aslanbeigui 1996).
See also 1§14-c.

1§14-b Addendum. Smith, Marshall and Keynes on labour and profits

To conceive of only labour as potentially creative of value-added (1§14) has
nothing to do with the question of whether or not profits are necessary within
the capitalist system. For Adam Smith (1776), for example, profits are necessary.
At the same time he leaves no doubt that labour is the source of value-added
and hence of profit:
‘Thus, the labour of a manufacturer adds, generally, to the value of the
materials which he works upon, that of his own maintenance, and of his
master’s profit. ... Though the manufacturer has his wages advanced to
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him by his master, he, in reality, costs him no expense, the value of those
wages being generally restored, together with a profit, in the improved
value of the subject upon which his labour is bestowed..
SMITH 177649
However, for Marshall — one of the founders of neoclassical economics — as
well as many neoclassical economists after him, capital is asserted to be pro-
ductive, though not on capital immanent grounds, but rather because without
its (presumed) productivity there would be no ‘justification’ (!) for profit:
‘It is not true that the spinning of yarn in a factory, after allowance has
been made for the wear-and-tear of the machinery, is the product of
the labour of the operatives. It is the product of their labour, together
with that of the employer and subordinate managers, and of the capital
employed; and that capital itself is the product of labour and waiting: and
therefore the spinning is the product of labour of many kinds and of wait-
ing. If we admit that it is the product of labour alone, and not of labour
and waiting, we can no doubt be compelled by inexorable logic to admit
that there is no justification for Interest, the reward of waiting; for the
conclusion is implied in the premiss’
MARSHALL 1972 [1890!], p. 587; emphasis added
The point to be stressed is not so much the odd concept of waiting which is
somehow physically productive, but that ‘justification’ should be the reason for
providing the argument.
Here follow two excerpts from what Keynes (1936) has to say on the issue:
‘It is much preferable to speak of capital as having a yield over the course
of its life in excess of its original cost, than as being productive. For the
only reason why an asset offers a prospect of yielding during its life ser-
vices having an aggregate value greater than its initial supply price is
because it is scarce; and it is kept scarce because of the competition of
the rate of interest on money. If capital becomes less scarce, the excess
yield will diminish, without its having become less productive — at least
in the physical sense.

I sympathise, therefore, with the pre-classical doctrine [i.e. prior to
Marshall c.s., i.e. what is now called classical political economy] that
everything is produced by labour, aided by what used to be called art and
is now called technique, by natural resources which are free or cost a
rent according to their scarcity or abundance, and by the results of past
labour, embodied in assets, which also command a price according to

49 Smith 1776, Book 11, Ch. 3, section 1; see also e.g. Book 1, Ch. 8, sections 7-8.
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their scarcity or abundance. It is preferable to regard labour, including,
of course, the personal services of the entrepreneur and his assistants, as
the sole factor of production, operating in a given environment of tech-
nique, natural resources, capital equipment and effective demand’.
KEYNES 1936, pp. 213-14
‘Interest to-day rewards no genuine sacrifice ... The owner of capital can
obtain interest because capital is scarce. But ... there are no intrinsic reas-
ons for the scarcity of capital.
KEYNES 1936, p. 376
In Chapter 3 we will see why there is no intrinsic reason for a scarcity of capital.

1§14-C Addendum. Comparison of the main text with conventional
marxian theory

I begin with a brief reference to Marx’s Capital 1, Chapter 1. If we could abstract
from the duality of capitalist commodity production (in fact we cannot), L*
could be viewed as a vector of ‘concrete labour’ in the process of producing
heterogeneous goods (useful entities). Given the actual duality, Marx’s concept
of what he calls ‘abstract labour’ is commodity-value producing labour (one
pole of the duality).5® My mL¢* is analogous to the latter, after Marx’s intro-
duction of money as the actual measure of value (Capital 1, Chapter 3). I note
three issues. First, the dimension of mL* is monetary. Second, after Marx has
introduced the measure of money, his term ‘abstract labour’ disappears in
Capital. Third, in Capital 1, Parts One to Three, Marx considers averages (the
average enterprise and average capital and labour); therefore here my o is not
prominent (Marx considers here ‘socially average’ — also called ‘socially neces-
sary’ —labour-time).5! See Reuten 2017 about Marx’s dynamic exposition in this
respect in Part Four and after.

I now compare the exposition in 1§14 with conventional marxian theory,
focusing on three main issues.

(1) Labour as the unique source of valorisation (1§14, heading 6). I argued why
labour is the unique source of valorisation. In conventional marxian theory,
labour has also been put forward as the unique element of the process of value
creation. However, this has most often been argued for on the basis of some
‘labour-embodied’ theory of value. The argument in 1§14 posits the uniqueness
of labour without any recourse to labour-embodied. (Indeed, the argument
that only labour potentially creates value-added should in no way be read to

50  Marx 1976 [1867%,1890%], p. 128.
51 Ibid, p.129.
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imply that value-added is in some way proportional to labour-time as a labour-
embodied theory of value would have it. The key point is that « is a variable
at both the microeconomic and the macroeconomic level; and that o usually
diverges between and within sectors of production.) The uniqueness of labour
as presented in 1§14 is no reason for calling that a ‘labour theory of value'.
Rather, I have presented a monetary theory of value (1D2). However, it is cor-
rect to characterise the exposition of 1§14 as a labour theory of surplus-value
(integral profit) — further amplified in the next chapters. Note that within the
framework of a labour-embodied theory of value’ my term ‘value of labour’
belongs to the negative heuristic (in the sense of Lakatos 1970).

(2) The price of labour-capacity (1§14, heading 3). The thesis that the price
of the capacity to labour (i.e. the wage) has nothing to do with the ‘price of
production’ of labour-capacity, and that these terms are indeed incompatible,
appears very un-marxian.52 The determination of the wage is amplified in 2D2.

(3) The productive power of labour (L%) and the ‘unit monetary value of labour’
(m), in the context of net value-added (1§14, heading 8). Recall the equation for
net value-added:

Y, ¢ = [mL*]; (1.8)
This is a development and re-conceptualisation of an equation presented in a
path-breaking work by Aglietta (1979 [1976], pp. 43—4). He writes (in a different
notation for Y and L):

m=Y/L (1.8A)
calling m ‘the monetary expression of the working hour’ He next emphasises
that this equation is not a definition, but rather ‘the monetary constraint’ for the
realisation of value (i.e. the sale of commodities). I agree with his view about
m, and will return to this in Chapter 3 (3D5). However, after Aglietta, equation
1.8A became fashionable among a strand in marxian political economy (e.g. via
the works of Lipietz 1985 and Foley 1986),52 and ‘m’ came to be called the ‘mon-
etary expression of labour-time’ (MELT), with the constraint aspect moving to
the background, though maintaining equation (1.8A) in varying notations.

Here I merely stress the fundamental difference between these equations in
the terms L versus L*. This is not about a simple mathematical point of the dif-
ference between the two equations being that the second (i.e. MELT) has a=1.
Instead, all the MELT conceptualisations neglect the varying productive power
of labour between sectors of production (and often there is a homogeneous

52 Marx at least seems to have had in mind something like a price of production of labour-
capacity, as he conceives the wage related to the ‘reproduction of labour-power’ (‘labour-
power, i.e. in our terminology, the capacity to labour).

53  Seealso Foley 2005.
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labour and alabour-embodied notion behind this — e.g. Moseley 2005, esp. p. 3).
Thus this concerns not a simplification (a=1), but rather a non-distinction.5*
Even further, as far as I know, this distinction has never been made within
marxian political economy, or in mainstream economics.>?

Anticipating Chapter 4 I mention that sector-wise relatively high K/L ratios
are usually associated with relatively high productive powers of labour (a > 1)
and vice versa (a < 1). In fact an expected rise in the productive power of labour
is a condition for the introduction of K/L rising techniques (addendum 4§4-d).

1§14-d  Addendum. Capitalist production of babies and labour-capacity —
speculative remarks

Aldous Huxley’s story in Brave New World is nowadays less of a fiction than it
was at the time of its writing (1932). It is technically possible to produce babies
in a capitalist production process and also to raise these to fit labour-capacity.
The question is whether and when this could be profitable (and legally per-
mitted). If this would be the case, then a self-contained circuit would be con-
structed in which it costs (aggregated) less than one hour of labour to produce
the capacity for one hour of labour. As a result, labour-capacity would become
an intermediate output and input, and the value of labour would reduce to
zero. Hence with such an annexation of the ‘creation’/‘production’ of labour-
capacity, the source of value-added would disappear. Along with it, capitalism
would disappear (cf. Reuten and Williams 1989, p. 90).

Subdivision 5C. Grounding (sublation) of the dissociated outward bifurcation

1§15  The capitalist mode of production as solution to the dissociative
‘provision of the material elements for survival’ by enterprises
Given that a form of material ‘production’ (generally: transformative ac-
tivity) is indispensable for the survival of any society, the capitalist out-
ward bifurcation into households and privately owned enterprises

54  This has nothing to do with the MELT being applied either micro- or macroeconomically.
Reconsider the following equation, now interpreted as macroeconomic (but for what fol-
lows, the microeconomic case is no different):

I1, < = mL%, — wL, (1.5)
For the sake of argument, assume m, L and w to be constant, with « being normalised to
a=1 (which is implicitly the case for the MELT approach). In this case a rise in IT (integral
profit) could not be explained because an increasing intensity of labour (1) or a technique-
associated rise in the productive power of labour (¢) escapes from view.

55  However, it is very interesting that Marx, in a neglected chapter of Capital1 (in Part Four,
chapter 10 of the German edition, chapter 12 in the English edition), first makes the dis-
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appears as dissociative and hence utmost problematical (1D1). The en-
terprises’ dissociative production appears as resolved (sublated) in the
grounds (conditions of existence) of the monetary-value dimension, com-
modification and the dominance of the enterprises’ profit drive (1D2-
1Dg).
However, the enterprises’ profit — more precisely surplus-value (1§12) — must
be produced. One main condition for the production of surplus-value is that
the ‘physical-technical labour process’ is grasped as a ‘valorisation process’ and
be dominated by the latter in face of the production of surplus-value (1§9—
1§11). Along with it, ‘capital’ is constituted as the monetary value-form of the
enterprises’ investment in the inwardly bifurcated inputs for production, and
as twinned with the grasping of time under production time. Posited relative
to standard time the ‘rate of integral profit on capital’ is the purified criterion
for the successful production of surplus-value (1§13). The so far final condition
(ground) for the production of surplus-value is the enterprises’ absorption of
the productive power of labour as taking on the form of valorisation — the pro-
duction of the value-added. Given the wages, labour so produces the surplus-
value and hence essentially produces capital (1§14).

Herewith the enterprises’ dissociative production appears as resolved (sub-
lated) in labour’s production of surplus-value, which, along with the enter-
prises appropriating the surplus-value, satisfies the enterprises’ driving force.

Although some major problems for the reproduction of the capitalist bifurc-
ated economy now seem resolved, we will see in the following chapters that the
resolution reached so far requires further conditions to be met.

1§15-a Addendum. General comparison of Chapter 1 with Marx’s Capital
In terms of the systematic of Marx’s Capital, this chapter covers the fields of,
roughly, Parts One and Two of each of the three volumes of Capital (together
about 675 pages).>¢ Thus although we have in each case a movement from
the abstract-general to the concrete-specific, the order is nevertheless differ-
ent. Theoretically this chapter adopts a value-form approach emphasising the
‘monetary-value dimension’ taken on by entities within the capitalist system.
Next to a particular bifurcation dialectic, the chapter presents theoretical pro-
gress on six issues.

tinction, but later (in Part Five of the book) provides an averages account in which the
distinction is levelled out (discussed in Reuten 2017 and 2018).

56  Volume I, Chapters 1—6 (Chapters 1—4 in the German edition); Volume 11, Chapters 1-17;
Volume 111, Chapters 1-12.
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(1) Adevelopment of the ‘monetary value-form’ theoretic approach for all of
the fields mentioned (building on my earlier work when I used the brief
term ‘value-form’ with the same meaning - cf. 1§5-d).

(2) A refinement of the interconnection of value and money (1D2).

(3) The concept of ideal pre-commensuration and its effect on production
(1§10) — building on my earlier work.

(4) A re-conceptualisation of ‘capital’ as ideal monetary value, constituted
relative to standard time, from the first introduction of ‘capital’ onwards
(1§13). (This conceptualisation is only remotely connected to Marx’s and
marxian ideas of the circuit of a ‘singular process’ capital (1§13, point 2) —
which does not imply that the latter can be dispensed with in other con-
texts).

(5) A particular exposition of labour as the unique source of surplus-value,
in connection with the ‘productive power of labour’ (1§14).

(6) Points (1), (4) and (5) together imply that there is no general rate of profit
related ‘transformation problem’, because my point of departure is ‘full
capital’ rather than Marx’s ‘singular process’ capital (which, in my view, is
an embryonic conception of capital).5? In his exposition Marx postpones
the concept of the rate of profit until Capital 111, Part One. In my view,
because the rate of integral profit (w,) is essential at an abstract-general
level (one that abstractly captures the totality of the capitalist economy),
it must be presented early on.

These are also major interventions in much current marxian theory. (In order to

keep this book within a reasonable length, I have refrained from extensive ref-

erences to the current literature. Whilst it is straightforward enough to insert
brief critical references when needed, it would take much more space to do
justice to the authors.)

Summary and conclusions

This chapter presents a first and abstract-general exposition of the capitalist
economy, focusing on its mode of production. The starting point is its appear-
ance in empirical reality of the outward bifurcation — the institutional separa-
tion — between, on the one hand, households that are the site of consumption
and of the pro-creation of labour-capacity and, on the other hand, privately
owned enterprises in which the production is carried out. This constellation is

57 Its problems are most transparent in Marx’s draft text for Capital, Volume 11, Part Two, on
the ‘Turnover of Capital’.
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posited as dissociative even if we know that in reality the bifurcated poles are
in some way bridged. The object of the exposition is to comprehend the range
of this dissociation and the extent of its actual resolution. (Division 1.)

The poles of the outward bifurcation are apparently bridged via the trade
relation. However, the inherently multifaceted dimensions of goods and capa-
cities require commensuration in terms of a common denominator. The latter
derives from the everyday market ‘trans-abstraction’ that ascribes to goods and
capacities the super-sensuous dimension of ‘value’ as mediated by money —
money, which itself has no inherent content or value. Entities are made com-
mensurate in terms of this super-sensuous dimension that we know’ only
through money as its quantifier, a quantifier whose guise is insignificant. The
market interaction so constitutes goods and capacities as commodities, that
is, as dual (or inwardly bifurcated) entities — duality along the multifaceted
dimensions of usability, on the one hand, and the mono-dimension of mon-
etary value, on the other.

The monetary-value dimension and the commodification of goods and la-
bour-capacity determine the market-interconnection of the poles, the enter-
prises being driven by monetary profit. The market-interconnection engenders
‘merely’ the duality of things and capacities. (Divisions 2-4.)

This ‘mere’ duality becomes serious when the production in enterprises is
considered in face of the mono-drive of monetary profit. The latter then is
concretely dominant in respect of what is (not) produced and how it is (not)
produced. It affects what counts and what does not count. Astonishingly the
super-sensuousness of the monetary value of things and capacities affects their
sensuous being and coming into being. As such sensuous physical-technical
production becomes a mere instrument for valorisation — the production of
monetary value, or value-added. So much for the general form of the capitalist
production process. (Subdivision 5A.)

However, this general form lacks a criterion for determining what instru-
mental guise — namely what physical commodity and what physical tech-
nique — is most efficacious for profit.

This requires: first, a common measure for the amount of investments,
which is ‘capital’; secondly, the grasping of time of investment as ‘production
time’; and thirdly, a measure for the duration of capital investment in terms
of a standard time, which is the calendar year. The profit — more precisely
the surplus-value — gained during a year, over a year’s capital investment, that
is, the ‘rate of integral profit, delivers the criterion. (Metaphorically: the end
‘omega’.)>8

58  Apocalypse 21:6. https://www.tldm.org/bible/new testament/apoc.htm.
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Given the enterprises’ profit drive, the production must encompass the equi-
valent of the value-added component of profit. Even if the general form of the
capitalist production process is dominated by monetary value and valorisation,
it necessarily also remains a physical-technical process, hence it remains a dual
process. Within this duality the main distinction between means of produc-
tion and labour-capacity (L) is that the former are inherently static elements,
whereas labour-capacity in operation, that is labour (L*), is the active element.
Means of production can merely be operated or not be operated. Labour-
capacity operates means of production, and so exerts labour at the level of
some productive power (a), including a component of the intensity of labour.
At zero intensity (in effect a strike) there is no production, either physical or
through valorisation. Hence, along with its physical production, labour creates
the (yet ideal) value and so also the surplus-value (integral profit). Thus alpha
(a) is the ‘parameter’ of the productive transformation: the productive power
of labour in both these aspects. (Metaphorically: the beginning ‘alpha’.)>°

Whereas capital constrains the possible production, the power of labour (o)
determines how much output is actually produced. The implication is that
labour — more specifically, the actual productive power of labour —is the unique
source of valorisation. Nevertheless this productive power is always based on
an actual technique of production. Technology and its application in specific
techniques is inevitably the result of social labour.

Labour being the creator of value-added, it is merely ‘compensated’ by the
wage, the enterprise appropriating the surplus-value, that is, the difference
between value-added and the wage. Surplus-value is generally the source of
the growth of capital. Because labour is the unique source of valorisation and
hence of surplus-value, labour essentially produces the equivalent of its own
wage as well as that of the growth of capital. Hence labour essentially produces
capital.69 (Subdivision 5B.)

Herewith, in sum, the enterprises’ dissociative production appears as re-
solved (sublated) in labour’s production of surplus-value, which thereby — with
the enterprises appropriating the surplus-value — satisfies the enterprises’ driv-
ing force. Although some major problems for the reproduction of the capitalist
bifurcated economy now seem resolved, we will see in the coming chapters
that the resolution reached so far requires further conditions to be met. (Sub-
division 5C.)

59  Apocalypse 21:6.
60  Thus the labour comprehending the process might claim to be the source of ‘Alpha and
Omega, the beginning and the end’ (Apocalypse 21:6).
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Introduction

Division 1 of this chapter sets out how the profit-driven production of enter-
prises — presented in Chapter 1 — necessarily gives rise to the accumulation of
capital, that is, the expansion of capital. Generally a macroeconomic growth
of the economy is produced alongside this. The next divisions of this chapter
present three main conditions of existence of the accumulation of capital.

The first condition is the expansion of labour-capacity (Division 2). This
expansion is embedded in a fairly complex constellation of determining fac-
tors. Each one of those factors has, by itself, received abundant attention in
the economic literature. The feature of their exposition in this chapter is their
interconnection. This centres, on the one hand, on the growth of the labour
population, the rate of unemployment and the wage rate, and, on the other, on
labour’s compliance during the production process, which together determine
surplus-value, the accumulation of capital and employment.

More specifically, the adjacent Division 3 presents the management of la-
bour’s compliance during production.

The second condition for the accumulation of capital is the expansion of
money (Division 4). Concretising the concept of money from Chapter 1 into
bank-issued money, it will be shown how the creation of money by commer-
cial banks accommodates the accumulation of capital.

The adjacent Division 5 indicates how the former condition is predicated on
an institutional separation between enterprises and banks.

The third condition, the corporate form of the enterprise, grounds the con-
tinuity and the possible scale of the accumulation of capital (Division 6).

The final Division 7 puts the corporate form of the enterprise in the per-
spective of the bifurcation starting point of Chapter 1, and elaborates on the
character of the private ownership of enterprises.

Scheme 2.1 outlines the systematic moments of this chapter.

At the expositional level posited thus far (Chapter 1), ‘capital in general’ was
considered. That is, individual capital in the perspective of the whole (total cap-
ital), or, the enterprise in macroeconomic perspective. In the current chapter,
this perspective will be continued. It may be repeated that, as before, the expos-
ition moves from general-abstract to gradually more specific-concrete con-
cepts. Thus, for example, whereas the concept of money as bank-issued money
that will be presented in this chapter is fairly concrete, it still lacks concrete
connection with finance (Chapter 3). Note also that the exposition continues
to present institutions and processes that are necessary rather than contingent
to the capitalist system.
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SCHEME 2.1 Systematic of the Accumulation of Capital (Out-

line Chapter 2)
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Division 1. Accumulation of capital

2§1  Profit augmentation

We have seen that capitalist production is driven by one-dimensional monet-
ary profit — rather than by the multifaceted usability of goods or the realisation
of human capabilities (1§11). The rationale of this mono-dimensional driving
force is more of the same: profit augmentation.

2§1-a Explication. Drive for ‘surplus-value’ and drive for ‘profit’

Recall from 1§12 the distinction between profit and surplus-value (or integral
profit), the latter being independent of the way enterprises are financed. Fin-
ance is only introduced in Chapter 3. Assuming for now a constant degree of
external finance, the terms ‘drive for profit’ and ‘drive for surplus-value’ can be
used interchangeably.

2§2  Management of the productive power of labour
It was shown that labour — more specifically the actual productive power
of labour — is the unique source of value-added, and hence also of surplus-
value and of profit. The productive power of labour covers two compon-
ents: the intensity of labour and the ‘technique-associated productive
power of labour’ (1§14).

Profit could in principle be augmented by an increasing intensity of labour, or

by a productive power of labour increasing technical change.

1 Management of the intensity of labour

Given a technique of production, a major part of the management of the pro-
duction process is that of managing the degree of intensity of labour.! This is
predicated on the skills of the labour-capacity hired as inputs on the one hand,
and the management of the specific development of these skills within the pro-
duction process on the other. The management of the degree of intensity of
labour is connected to the organisational routines associated with a particular
technique. Even so, there are physical limits to the intensity of labour, whence
profit augmentation (2§1) seems limited.

1 Recall from 1§14, equation 1.3 the denotation of the productive power of labour by L%, with
o =& * 1. Here & denotes a technique component and  an intensity component. Note that L
refers to specifically skilled labour-capacity.
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2 Management of technological and technical change
Given these physical limits, another major part of the management of the pro-
duction process regards the choice of a technique and its specific adaptation
to the process at hand. The introduction of a new technique of production may
enhance the ‘technique-associated productive power of labour’. Along with this
enhanced productive power, a new process technique may both itself reduce
unit costs and create the possibility for new organisational routines to increase
the intensity of labour, and thence further decrease unit costs. With its intro-
duction the (potential) profits tend to increase for the initiating enterprises.?
Part of a given total amount of capital invested tends to be invested in the
‘research and development’ for profit-increasing new techniques of produc-
tion — that is, in valoro-technology (see 2§2-c for the latter term). Labour’s pro-
duction of knowledge leading to inventions then also takes on the monetary-
value form. This leads to the development of particular technology and the
search for particular techniques that are expected to increase profits.

2§2-a Explication. Management
The section above introduces management regarding the productive power of
labour. Management in general will be systematically introduced in 2D3.

2§2-b Explication. Limits to intensity of labour, and trade-off between
intensity and capacity utilisation

Regarding the increase in the intensity of labour, not only are there physiolo-
gical limits; there are psychological, social and moral limits, too. With a de-
crease in the length of the working day there are enhanced possibilities for an
increase in intensity of labour per hour. There is therefore a trade-off — depend-
ing on the technique of production — between the intensive use of labour and
the degree of utilisation of capacity of means of production.

2§2-c Explication. Valoro-technology and valoro-technique

The concepts of ‘technology’ and ‘technological change’ (knowledge) and ‘tech-
nique’ and ‘technical change’ (application) are broadly analogous to the
‘Schumpeterian’ concepts of ‘invention’ and ‘innovation’ respectively (cf. Free-
man 1974, p. 7). In order to emphasise that the capitalist form of technology
and the form of techniques of production are non-neutral, but rather valor-
isation driven (1§11), it would be preferable to use the terms valoro-technology

2 That this applies to the ‘initiating’ enterprises is amplified in 4§6 and 4§12 on stratification of
enterprises.
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and valoro-techniques. Having emphasised this, I henceforth most often refrain
from explicitly adopting this terminology.

2§2-d Addendum. Marx on the productive power and intensity of labour
Marx was the first political economist to undertake an extensive analysis of the
capitalist process of production. Almost half of the first volume of Capital deals
with this analysis in terms of the production of absolute and relative surplus-
value (Parts 3—5).3 Particularly in Chapter 12 (Chapter 1o of the German edition)
he presents the productive power of labour and in Chapter 15 (Chapter 13 of the
German edition) he presents the intensity of labour. Twentieth-century stand-
ard interpretations of Marx’s Capital have largely neglected how his exposition
inevitably distances itself from (Ricardian) labour-embodied concepts of value
(this is expanded upon in Reuten 2017).

2§3  Accumulation of capital
So far, profit augmentation (2§1) is limited by the given amount of capital and
the prevailing limits of the productive power of labour (2§2).

1 Augmentation of profit via investment of profit, hence capital
accumulation

Profit is further enlarged via its investment as capital, whence capital is accu-

mulated. The logic of the inward driving force of capital is the continuously

expanding valorisation of capital via its accumulation. This was briefly anticip-

ated at the end of 1§14 when it was mentioned that labour essentially produces

capital, which means that surplus-value is accumulated.

Even if the mono-dimensional profit drive would seem to engender that all
surplus-value be invested (then AK = IT), this vies with the consumptive spend-
ing out of surplus-value. At the current expositional level I simply posit some,
largely contingent, ratio of accumulation out of surplus-value (a):

AK = &Il [o<a<i] (2.1)
Thus labour produces capital (AK) plus the equivalent of the consumption out
of surplus-value: (1- &)I1.

3 Increasing ‘absolute surplus-value’ refers to lengthening of the working day at a given wage
per day; increasing ‘relative surplus-value’ refers to cheapening of the wage bundle at a given
real-wage. Thus these are, in effect, two mechanisms via which the real-wage per hour, i.e.
the wage rate, may decrease, thereby increasing the surplus-value per hour. In the relative
surplus-value case, real-wages might increase along with increasing surplus-value (cf. Reuten
2004a).
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2 Conditions for generalised accumulation of capital

Generalised accumulation of capital generates macroeconomic growth. How-
ever, because the latter is no motive for enterprises, I start from the generalised
accumulation of capital and so get to macroeconomic effects.

There are two main conditions for generalised accumulation of capital.#
First, a continuous expansion of surplus-value and hence an expansion of
labour-capacity (Division 2). Second, a continuous expansion of the quantity-
flow of money (Division 4).% These thus ground the accumulation of capital.

A third ground, the corporate form of the enterprise, contributes to the con-
tinuous accumulation of capital (Division 6).

2§3-a Explication: Investment and consumptive spending out of

profits — forward reference
At the current level of the exposition, a (largely contingent) ratio of accumula-
tion out of profits (a) is posited. Some determinants are presented in 3§10.

Division 2. Expansion of labour-capacity

This division presents the required expansion of labour-capacity via a series of
interconnections. The starting point in 2§4 of some rate of growth of capital
accumulation will be shown to be a result in 2§6.

2§84  Accumulation of capital — the required labour-capacity and the wage
rate

Given the technique component (&) of the productive power of labour (a), the

micro- and macroeconomic accumulation of capital (AK) necessarily requires:

* An expansion of labour-capacity (AL) — as created within households. This
requirement is modified by:

* An increase in the intensity component of the productive power of labour
(At) — as managed within enterprises (2§2).

This section expands on the first aspect; the second aspect is presented in 2§s5.

4 Thatis, yet abstracting from the state (Part Two).

5 It might be considered that, analytically, we could have a generalised price deflation, which
would not require an expansion of the quantity-flow of money. However, it will be shown in
Chapter 4 that, apart from brief intervals, the capitalist system cannot survive with general-
ised price deflation.
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Henceforth the underlining of variables refers to their rate of growth.®
Henceforth also — - (or « —) stands for ‘negatively related effect’ and +— (or
«+) stands for positively related effect.

1 The required labour-capacity
The growth rate in labour-capacity required (L) is first determined by the
growth rate of capital accumulation (K) and by the valoro-technical capital to
labour ratio (K/L = 1) — see the left hand side of Figure 2.2. Thus:
L=(/t)K [requirement] (2.2)
[continued]

FIGURE 2.2 Interconnection of the rate of capital accumulation
and the growth rate of labour-capacity input
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6 Thus x, = (X3 — X,) / (X¢1)- Note that in the main text, unless otherwise indicated, time sub-
scripts t are implicit (thus for x read x,).
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2§4 Continued
Whereas labour-capacity is an input for the enterprises, and whereas it is traded
commodity-like on a market (1D3) it is not produced as a commodity but rather
‘created’ in the sphere of households (cf. 1§14, point 3). Children, generally, are
not created and reared with a view to sale. (Nevertheless a particular education
may be instrumental to the ‘saleability’ of labour-capacity on the market).”
Generally the input of labour-capacity is fed from the reserve of labour-
capacity, i.e. the unemployed (U), with the latter being fed by the growth of the
labour population (see the bottom of Figure 2.2). Thus the rate of unemploy-
ment (u) increases with the growth of the labour population, and decreases
with the growth of employment:8

7L — > u <+ labour population (2.3")
Or, for the same, algebraic:
u = fi(tL) + f5(pop) [fi <o;fy’>0] (2.3)

Population and labour population growth is determined by apparently contin-
gent socio-economic and socio-cultural factors. It is a problem for capitalist
enterprises that the reserve of labour is rather indeterminate and thus hard to
control.®

The interconnections presented in Figure 2.4 summarise how employers
(and many economists with them) like to see the matter: the growth of capital
positively affects employment, and so decreases unemployment (that is, when
tis fixed). Then any remaining unemployment results from (‘their’) labour pop-
ulation growth. This reasoning is correct. However, we will see in 2§6 that this
is only half of the story.

2 Labour-capacity and the wage rate
Whereas for straight commodities a demand-induced price increase evokes an
increase in their production, demand-induced wage increases do not evoke
an increasing ‘production’ of children. In this respect the ‘labour market’ —
inasmuch as the ‘money market’ — is very different from ordinary commodity
markets (Explication 2§4-a).

At the current level of the exposition, it suffices to establish that to the
extent that population growth results in a continuous or recurrent reserve of
labour, there is a continuous or recurrent downward pressure on wages, and

7 Public education is presented in Chapter 7.

8 The rate of unemployment (u) is defined as u = (N — L)/N, where N is the labour population,
i.e. the potential labour-capacity in contradistinction to the employed labour-capacity (L).

9 See Chapter 7, esp. 7D3.
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vice versa. Thus, more specifically (see equations 2.4), changes in the rate of
unemployment (Au) are the major determinant of changes in the wage rate
(Aw). However, a secondary determinant of wage rate changes is a change in
the rate of growth of employment of labour-capacity (AL). (Amplification 2§4-

b.)

Au — - Aw <+ AL (2.4")
Or, for the same, algebraic:

Aw = f)(Au) + f,(AL) [f/ < 0; £, > 0; f; dominates] (2.4)

Because the rate of growth of employment of labour-capacity also affects
changes in the rate of unemployment, there is also a second order effect of the
former on the wage rate. (See Figure 2.3).

FIGURE 2.3 General determinants of changes in the wage rate
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2§4-a Explication. Peculiarities of the money and labour markets as

compared with straight commodity markets
Money and labour-capacity are similar in that it is merely their demand, not
their supply, which mimics commodity markets. As to their supply they are
similar in that they are not ‘produced, but rather created (in the sense of



94 PART ONE — THE CAPITALIST ECONOMY

1§1 — the processes of creation are dissimilar). For the money market this non-
production and creation is amplified in 2D4.

2§4-b Amplification. The effect of changes in (un)employment on the
wage rate (equation 2.4)

The insight of the effect of changes in employment on the wage rate can be
traced back to Smith (1776) and is also emphasised by Marx (1976 [1867],
pp. 763 and 772). (Cf. Reuten 2004b, p. 285). Briefly, the unemployment effect
stems from unemployed workers bidding down wages; the employment effect
stems from enterprises’ bidding up wages when employment accelerates and
when various types of labour become scarce. The combination of the two may
account for wage increases even when there is unemployment.

2§4-c Addendum. Subsistence wages and population growth

Recall that the exposition is about full capitalism in general, which for quite
a few countries dates back to the nineteenth century. Generally, demand-
induced wage increases do not evoke an increasing ‘production’ of children.
Nevertheless, in the limit case of an around subsistence wage, wages do have
an indirect effect on population growth and the supply of labour-capacity.!® In
this limit case we have, in brief, the following long-run cyclical development.
A prevailing labour abundance drives wages down to below the subsistence
level. Population growth then decreases, not so much because of birth rates,
but rather because starvation (and especially child starvation) increases. This
decrease would generate a labour shortage in relation to the rate of accumu-
lation, whence wages increase again (above subsistence level), giving rise to
population growth (less starvation) and labour abundance. And so on.!! Along
this path, the rate of accumulation may accelerate up when wages decrease,
and down when wages increase.

10  Compare the ‘laws of population growth’ as theorised by classical political economy.
Whilst Malthus'’s account is best known, there are many forerunners (see Schumpeterg72
[1954], pp. 250-8). Note that the reasoning in the remainder of this Addendum applies to
a constellation in the absence of any (perhaps state-instituted) welfare provisions. For its
manifestation the reader might think of nineteenth-century Europe or much of Africa at
the turn of the twenty-first century.

11 Thus the main ‘mechanism’ lies in rates of starvation rather than birth rates. For the reader
trained in neoclassical economics, who is perplexed by this ‘picture, they may contem-
plate that in the traditional exposition of the labour market (think of the cross diagram)
there are no guarantees whatsoever that the equilibrium wage is one above the subsist-
ence level.
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2§5  Therate of surplus-value: wages and the productive power of labour
Recall from 1§14 the formulas for production (X), for the amount of surplus-
value (IT), and for the rate of integral profit (w):

X, ¢ =[(d +p)K + mL*], (1.4)
IT, = mL%, — wL, (1.5)
we =TI/ Ky = [(mL#), - (wL) ] / K (1.6)

I now merely introduce a new definition: the ‘rate of surplus-value’ (e), which
is a measure for the capital-labour distribution of income, that is, the capital
share (IT) over the labour share (wL)!2

e =II, / wL; = (mL* — wL,)/(WL,) [definition] (2.5)
A positive rate of surplus-value (e > o) is a condition for a positive rate of integ-
ral profit of capital (omega, w). Substituting 2.5 into 1.6 we get:3

€t

" K, /WL,
A positive rate of surplus-value is conditioned by a range of combinations of

0, [implication] (2.6)

some wage rate (w) along with some exerted power of labour in production
().

wht—>e<«+at (2.7")
Or, for the same, algebraic:

e = fi(w) + f5(a), [fi <0; £y >0] (2.7)
The condition allows for the mutual variation of both factors. However, for
any given valoro-technique (2§3) the range of the variability of the product-
ive power of labour is limited, to the extent that the intensity of labour (L) is
limited (2§2). Thus:

(e = ([1): (2.8)
Because a = & * i (equation 1.3), we also have
(@)= (Je)e [implication] (2.9)

Whereas the valoro-technique conditions the productive power of labour, the
intensity component is co-determined by the labourer’s degree of compliance
with the conditions of the production process. Compliance is a complex factor
that is itself determined by both micro factors (such as the local manage-
ment of the production process and the rate of unemployment within a sector)
and macro factors (such as the general rate of unemployment and the gen-
eral enterprise-labour relations) that are themselves intricate. A ‘high’ rate of
unemployment tends to go along with compliance (fear of being sacked: being

12 Therate of surplus-value is the core concept in Marx’s Capital, Volume 1, Parts 3—6 (about
430 pages).

13 The systemic necessity is for positive rate of surplus-value (which does not exclude ‘max-
imum’ profits as in neoclassical theory — cf. Alchian 1950).
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substituted by another worker). Further there is a positive relation between
compliance and changes in the wage rate. Within limits wage increases then
positively affect the intensity component of the power of labour (and vice
versa).!* Thus as to the rate of surplus-value there is a trade-off between what
is reached in wage bargaining and in production (see Figure 2.4).

FIGURE 2.4 Determinants of the rate of surplus-value
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14  In ‘New Keynesian’ economics a similar thesis is proposed in the ‘efficiency wage theory’
(see e.g. Snowdon and Vane 2002a, pp. 200-1).
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2§6  Interconnection of capital accumulation, labour-capacity and the

rate of unemployment

Along with the amount of labour employed, the resulting rate of surplus-value

(e) determines profits (II = ewL), which, together with any given ratio of accu-

mulation out of surplus-value (8, eqn. 2.1, 2§3), determines the degree of capital

accumulation (AK):

AK = dewL [implication] (2.10)
Then the growth in employment of labour-capacity (L) moves along with
the rate of capital accumulation (K = AK/K) and the technically determined
capital-labour ratio:

L- (/K (2.2)
And so forth — see Figure 2.5. Note that this outline is based on a prevailing state
of techniques and K/L ratio, and hence 7 is not a constant (2§2).15

Thus ‘¢’ the rate of surplus-value, determines the degree of the employment
of labour.’® Reasoned purely from the side of the enterprises’ employment of
labour, the following simple ‘equilibrating’ mechanism prevails:

* anincreasing rate of accumulation of capital (AK) gives rise to an increasing
wage rate — equations 2.2 and 2.4 — (the latter is moderated or annihilated
by unemployment, in which case the accumulation may further accelerate;
however, at some point an increasing rate of accumulation will lower unem-
ployment to a level where it no longer moderates or annihilates an increase
in the wage rate);

e if the increasing wage rate does not, or can no longer, go along with an
increasing power of labour in production (the physically and/or mentally
limited intensity component of a), the rate of surplus-value (e) is tempered
and so the rate of accumulation of capital (equations 2.5 and 2.6);

* a stagnating or decreasing rate of accumulation presses down wages and
pushes up the rate of surplus-value whence the rate of accumulation may
again take off.

Labour feeds the process of the expansion of capital inwardly (e) and at dis-

tance outwardly (population growth). However, the conditions are set by the

implications of the inward bifurcation of the capitalist production process.
[continued]

15  Amplified in 4§4 and 4D2—4D3.

16  From the perspective of labour as a whole, it is rather perverse that employment depends
on exploitation and that wage rate increases may effectuate stagnating or decreasing
employment.
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FIGURE 2.5 Interconnection of the unemployment rate, product-
ive power of labour and rate of capital accumulation
(integration Figures 2.2-2.4)
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2§6  continued

Although labour is the active generative power of the process, it is bound to pass-
wvely follow the track set by the conditions (as long as the conditions are accep-
ted).

Ultimately this track is determined by the enterprises’ (rather than labour’s)
private property of the means of production (1§1). Reconsidering the employ-
ment and unemployment ‘benevolent’ Figure 2.2, and comparing it with Fig-
ure 2.5, further reflection reveals that, within capitalist relations, the rate of
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unemployment is in fact a key factor. At zero unemployment, wages rise and
(given the limited intensity of labour) the production of surplus-value damp-
ens. Thus, in brief, capitalist production and the accumulation of capital re-
quire unemployment.

2§6-a Amplification. The world behind the unemployment figures

We are accustomed to read the regularly published rates of unemployment
(4%, 1% or whatever) as an inevitable fact of life. Behind it is not only loss of
income and the humiliating redundancy of the former (or new) workers con-
cerned, but also the effects on their children (my mother/father is redundant)
that are carried with them well beyond the dreadful times.

Division 3. Managerial labour and the enterprise-labour relation

So far, the main part of the exposition explicitly presented two categories of
actors: labourers and enterprises. This brief division (one section) introduces
the category of managerial labour.

2§7 Managerial labour and the enterprise-labour relation
The production of surplus-value (1§14) is in many respects the ‘Achilles
heel’ of the system, one that must be overcome by making labour comply
during production with the monetary-value dimension and the require-
ments of profit-making (2Dz2).

1 Managerial labour or ‘management’
Only in very small enterprises is the owner of the enterprise able to be the
sole manager. Generally the ownership of the enterprise (owner or owners) is
dependent on managerial labour to carry out managerial work. Whatever the
particular institutional form of the enterprise (expanded on in 2D6), it must
be managed so as to make labour comply with the objectives of the enter-
prise. Ultimately the upshot of this management is the welcoming of labour
that does comply, and the sacking of labour that does not comply. However,
because there may be subtle modes of non-compliance, there must be subtle
methods of securing compliance, that is, ways of reaching what is called ‘good
labour relations

This management is itself labour, and so is carried out by managerial labour.
Its function entails that it must be elevated beyond, and considered to be super-
ior to, ‘ordinary labour’ (much like an ordinary person being raised to the peer-
age). The requirement for such elevation is that the managerial labourer — now
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‘manager’ — has internalised the norms of the enterprise. In brief these con-
cern the optimal production of surplus-value, with a view to an optimal rate
of integral profit and accumulation of capital. (See 2§7-b on the terms of inter-
nalisation versus compliance).

Consequent on the elevation, this labour’, rather than being ‘waged’, is nom-
inated to be ‘salaried’ (non-mundane) and is often held out the prospect of
sharing in the profit of the enterprise.'”

2 Labour, managerial labour and wage differentials

‘Management’ in the previous subsection referred especially to the top exec-
utive management (and ultimately its ‘chiefs’) as the executive officer(s) of
capital.

However, this does not exclude that the middle and lower management, or
even the ordinary labour, may have internalised the norms of the enterprise
rather than merely complying with these.

Ultimately the most important function of the top management is to secure
the compliance of labour by raising the degree of voluntary rather than invol-
untary conformism of its labour. There are several ways of ‘human resources
management’ contributing to this. However, it is consistent with the monetary-
value dimension to achieve this predominantly through the wage rate. Given
the perception that an overall increase in the wages sum generally impedes
profits, the compliance of the majority of labour is achieved via wage rate dif-
ferentials between labour, and the perspective (or dream) of the lower echelons
of upward movement on the wages ladder. Along with it go the status and
influence associated with an upward movement. All this requires the (self-)per-
ception that the lower rated work is important though inferior. Such a self-
perception is required for the lower echelons so that they can reconcile them-
selves to their position.

Thus for a given wages sum of each enterprise, the top management must
seek a wagesladder (including their own wages) that optimises the overall com-
pliance (see also 2§7-c on ideology).

3 The enterprise-labour relation
In sum, the top-management manages what I henceforth will briefly call the
‘enterprise-labour relation’ This is the employment relation through which

17  ‘Labour’ in the first part of this sentence is in inverted comma’s because from the self-
perspective of these managers they ‘work’ without being sociologically a labourer or a
worker.
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labour, as determined by its ‘productive power’, produces the value-added and
hence also the surplus-value, the latter being appropriated by the enterprise
(1§14—1815). In its quantitative aspect (the rate of surplus-value) this relation
is constrained by, first, the technique of production, second, the rate of unem-
ployment (2§6), and third (in face of that rate), the management of the com-
pliance of labour during production, as assisted by the managerial device of a
wages ladder that optimises this compliance.

2§7-a Explication. ‘Actors’

T'use the term ‘actor’ or ‘social actor’ in a very general sense of ‘activity’ An actor
may be an individual (that is, an individual in a particular role, for example that
of labourer, entrepreneur, manager) or a (corporate) ‘person’ in the legal sense,
hence also an institution such as an enterprise, or the agent of a particular insti-
tution (e.g. enterprise).

2§7-b Explication. Compliance with and internalisation of norms
Whereas ordinary labour must be incited to comply with the norms of the
enterprise, the requirement for the management is that it has internalised the
norms of the enterprise. Christian Bay expounds the social-psychological con-
cepts of compliance and internalisation as follows:
‘Compliance refers to obedience or conformity without a conviction that
this behavior is desirable in itself. (...) Internalization ... means a readi-
ness to conform to norms that have become integrated in the individual’s
self or in his cognitive outlook. (...) Internalization can insure conformity
throughout the lives of the individuals affected. Moreover, ... internaliza-
tion, unlike coerced compliance, tend[s] to produce a “responsible” kind
of conformity. The voluntary conformist differs from the involuntary one
in that he is motivated and flexible enough to add elements of rationality
or efficiency in promoting the norms or purposes for which he has been
recruited.
BAY 1979 [1958], pp. 252, 317-18
I merely record that the attitudes contributing to this internalisation are often
imparted in the mainstream business and economics schools that educate pro-
spective managers.'8

18  The ‘principal-agent’ literature in economics in general lacks any notion of internalisa-
tion on the part of the agent. Hence its primary focus on ‘monitoring’ and on individual
financial rewards.
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2§7-c Amplification. The (self-)perception of the inferiority or
superiority of one type of labour versus the other

Heilbroner (1986 [1985], p. 107) conceives of ‘ideologies’ as ‘systems of thought

and belief by which dominant classes explain to themselves how their social

system operates and what principles it exemplifies. Ideological systems there-

fore exist not as fictions but as “truth” — and not only evidential truths but as

moral truths’

For wage differences this would relate to the belief of the top manage-
ment that their own labour is superior to that of the middle management
and so forth for ‘ordinary’ labour, and hence that the executive management
deserves a superior wage, and so forth the inferior labour deserving inferior
wages. In the self-perception of groups of labour these differentials then work
in the opposite direction: because of the superior/inferior wage, the work
must be superior/inferior. This is how ideologies as systems of belief have real
effect.

Regarding changes in the distribution of labour income over time (for ex-
ample in terms of deciles), it would be hard to defend that a further skewing of
the distribution towards the top decile(s) would hence mean that the work of
the top has become more superior.

All this (2§7) implies that whereas ‘labour’ is a homogeneous economic cat-
egory, it is not sociologically homogeneous. Even further, the sociological het-
erogeneity is a requirement for the reproduction of the capitalist system.!®

Division 4. Money expansion

The first condition of existence of the accumulation of capital (2D1) is the
expansion of labour-capacity and its productive power at a wage rate enabling
an average positive rate of profit (2D2). Its second condition — presented in the
current division — is the expansion in some way of the quantity-flow of money
accommodating the accumulation of capital. The divisio